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Telephone: (224) 405-0900

(Address, including zip code, and telephone number, including area code, of Registrant s principal executive offices)

Kathryn McNamara Corley, Esq.
Executive Vice President, General Counsel and Secretary
Discover Financial Services
2500 Lake Cook Road
Riverwoods, Illinois 60015
Telephone: (224) 405-0900

(Name and address, including zip code, and telephone number, including area code, of agent for service)

Copy to:
Paul L. Choi, Esq.
Michael T. Kohler, Esq.
Sidley Austin LLP
One South Dearborn Street
Chicago, Illinois 60603
(312) 853-7000
Approximate date of commencement of proposed sale to the public: From time to time after this Registration Statement becomes effective.

If the only securities being registered on this form are being offered pursuant to dividend or interest reinvestment plans, please check the
following box. ”

If any of the securities being registered on this form are to be offered on a delayed or continuous basis pursuant to Rule 415 under the Securities
Act of 1933, other than securities offered only in connection with dividend or interest reinvestment plans, check the following box. p

If this form is filed to register additional securities for an offering pursuant to Rule 462(b) under the Securities Act, please check the following
box and list the Securities Act registration statement number of the earlier effective registration statement for the same offering. ~

If this form is a post-effective amendment filed pursuant to Rule 462(c) under the Securities Act, check the following box and list the Securities
Act registration statement number of the earlier effective registration statement for the same offering. ~

If this form is a registration statement pursuant to General Instruction L.D. or a post-effective amendment thereto that shall become effective
upon filing with the Commission pursuant to Rule 462(e) under the Securities Act, check the following box. p
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If this Form is a post-effective amendment to a registration statement filed pursuant to General Instruction L.D. filed to register additional
securities or additional classes of securities pursuant to Rule 413(b) under the Securities Act, check the following box. ~

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer or a smaller reporting
company. See the definitions of large accelerated filer, accelerated filer and smaller reporting company in Rule 12b-2 of the Exchange Act.
(Check one):

Large accelerated filer b Accelerated filer ~ Non-accelerated filer ~ Smaller Reporting Company ~
(Do not check if a smaller reporting company)
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An indeterminate aggregate initial offering price and number or amount of the securities of each identified class is being registered as may
from time to time be sold at indeterminate prices. Separate consideration may or may not be received for securities that are issuable upon
conversion of, or in exchange for, or upon exercise of, convertible or exchangeable securities. In reliance on and in accordance with Rules
456(b) and 457(r), the Registrant is deferring payment of all of the registration fee.

The securities registered under this registration statement may be sold separately, together or as units with other securities registered under
this registration statement and may include hybrid securities consisting of a combination of features of any of the securities listed in the
table.

Senior debt securities, subordinated debt securities, preferred stock, depositary shares and common stock, as may be issuable upon
conversion or redemption, or upon the exercise of warrants registered under this registration statement, of senior debt securities,
subordinated debt securities, preferred stock or depositary shares, as the case may be, registered under this registration statement.

Shares of common stock and preferred stock may also be issued by the Registrant upon settlement of the stock purchase contracts or stock
purchase units of the Registrant.

Depositary shares will be evidenced by depositary receipts issued pursuant to a deposit agreement. In the event the Registrant elects to offer
to the public fractional interests in shares of preferred stock registered under this registration statement, depositary receipts will be
distributed to those persons purchasing such fractional interests and the shares of preferred stock will be issued to the depositary under the
deposit agreement.

Warrants may represent rights to purchase debt securities, preferred stock or common stock registered under this registration statement.
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(7) Stock purchase contracts may be issued separately or as stock purchase units.

(8) Stock purchase units may consist of a stock purchase contract and debt securities or preferred stock registered under this registration
statement or debt obligations of third parties, including U.S. treasury securities, securing the holders obligations to purchase the common
stock or preferred stock under the stock purchase contracts.
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PROSPECTUS

Senior Debt Securities
Subordinated Debt Securities
Common Stock
Preferred Stock
Depositary Shares
Stock Purchase Contracts
Stock Purchase Units
Warrants
Hybrid Securities Combining Elements of the foregoing

This prospectus relates to senior debt securities, subordinated debt securities, common stock, preferred stock, depositary shares, stock purchase
contracts, stock purchase units, warrants and hybrid securities combining elements of the foregoing that we may sell from time to time in one or
more transactions. This prospectus contains a general description of the securities that we may offer for sale. The specific terms of the securities
will be contained in one or more supplements to this prospectus. This prospectus may not be used to offer and sell the securities unless
accompanied by a prospectus supplement. A prospectus supplement may add, update or change information contained in this prospectus. Read
this prospectus and the applicable prospectus supplement, as well as the documents incorporated by reference in this prospectus, carefully before
you invest.

Our common stock is listed on the New York Stock Exchange under the symbol DFS. On July 2, 2009, the last reported sale price of our
common stock on the New York Stock Exchange was $10.14 per share. You are urged to obtain current market quotations of the common stock.
We have not yet determined whether any of the other securities that may be offered by this prospectus will be listed on any exchange,
inter-dealer quotation system or over-the-counter market.

Our securities may be offered directly, through agents designated from time to time by us, or to or through underwriters or dealers. If any agents
or underwriters are involved in the sale of any of our securities, their names, and any applicable purchase price, fee, commission or discount
arrangement between or among them, will be set forth or will be calculable in the applicable prospectus supplement or other offering materials.

Investing in the securities involves risk. See Risk Factors on page 1 of this prospectus and in the accompanying prospectus supplement,
if any, in addition to the risk factors that are incorporated by reference into this prospectus.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of the securities
offered hereby or passed upon the adequacy or accuracy of this prospectus. Any representation to the contrary is a criminal offense.

The securities offered hereby are not deposits or other obligations of a bank or savings association and are not insured or guaranteed by the
Federal Deposit Insurance Corporation or any other governmental agency.

Table of Contents 6



Edgar Filing: Discover Financial Services - Form S-3ASR

The date of this prospectus is July 6, 2009
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ABOUT THIS PROSPECTUS

This prospectus is part of an automatic shelf registration statement that we filed with the Securities and Exchange Commission, or SEC, as a
well-known seasoned issuer as defined in Rule 405 under the Securities Act of 1933, as amended, or the Securities Act, utilizing a shelf
registration process. Under this shelf process, we may from time to time offer and sell, in one or more offerings, the securities described in this
prospectus. This prospectus provides you with a general description of the securities we may offer. Each time we sell securities under this
prospectus, we will provide a prospectus supplement or other offering materials that will contain specific information about the terms of that
offering. The prospectus supplement may add, update or change information contained in this prospectus. If the information in this prospectus is
inconsistent with a prospectus supplement, you should rely on the information in that prospectus supplement. Please carefully read this
prospectus and any prospectus supplement together with the additional information described under the heading Where You Can Find More

Information.

You should rely only on the information contained or incorporated by reference in this prospectus and in any accompanying prospectus
supplement and issuer free writing prospectus. We have not authorized any other person to provide you with different information.
This document may only be used where it is legal to sell these securities. We are not making an offer of these securities in any state or
jurisdiction where the offer is not permitted. You should only assume that the information in this prospectus or in any prospectus
supplement or issuer free writing prospectus is accurate only as of their respective dates. Our business, financial condition, results of
operations and prospects may have changed since those dates.

Each reference in this prospectus to we,
unless the context requires otherwise.
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THE COMPANY

We are a leading credit card issuer and electronic payment services company with one of the most recognized brands in U.S. financial services.
Since our inception in 1986, we have grown to become one of the largest credit card issuers in the United States with $51 billion in managed
receivables as of May 31, 2009. We are also a leader in payments processing, as we are one of only two major credit card issuers with its own
U.S. payments network and the only issuer whose wholly-owned network operations include both credit and debit functionality. In the second
quarter of 2009, we became a bank holding company under the Bank Holding Company Act of 1956 and a financial holding company under the
Gramm-Leach-Bliley Act, which subjects us to oversight, regulation and examination by the Board of Governors of the Federal Reserve System,
or the Federal Reserve.

Our revenues (net interest income plus other income) increased in 2008 to $5.7 billion compared to $4.7 billion in each of 2007 and 2006, and
income from continuing operations was $1.1 billion, $964.2 million, and $1.1 billion for the years ended November 30, 2008, 2007 and 2006,
respectively.

Our business segments include U.S. Card and Third-Party Payments. Our U.S. Card segment includes Discover Card-branded credit cards issued
to individuals and small businesses on our signature card network (the Discover Network ) and other consumer products and services, including
personal loans, student loans, prepaid cards, and deposit products offered through our subsidiary, Discover Bank. Our Third-Party Payments
segment includes: (1) the PULSE Network, an automated teller machine (ATM), debit and electronic funds transfer network; (2) Diners Club
International, a global payments network; and (3) our third-party issuing business, which includes credit, debit and prepaid cards issued by third
parties on the Discover Network.

We were spun-off from Morgan Stanley through the distribution of our shares to holders of Morgan Stanley common stock on June 30, 2007.
We became a subsidiary of Morgan Stanley in May 1997 as a result of the combination of Dean Witter, Discover & Co. and Morgan Stanley
Group, Inc. The entity currently named Discover Financial Services was a subsidiary of Sears, Roebuck and Co. ( Sears ) from 1960 until 1993,
when it was part of the spin-off of Dean Witter Financial Services Group Inc. from Sears. The Discover Card business was launched in 1986.

We were incorporated in Delaware in 1960. Our principal executive offices are located at 2500 Lake Cook Road, Riverwoods, Illinois 60015.
Our main telephone number is (224) 405-0900.

RISK FACTORS

Our business, and an investment in the securities, is subject to uncertainties and risks. You should carefully consider and evaluate all of the
information included and incorporated by reference in this prospectus, including the risk factors incorporated by reference from our most recent
Annual Report on Form 10-K and Quarterly Reports on Form 10-Q, as updated by other SEC filings filed after such reports, as well as any risks
described in any applicable prospectus supplement. Our business, financial condition, results of operations and prospects could be materially
adversely affected by any of these risks. The occurrence of any of these risks may cause you to lose all or part of your investment.

SPECIAL NOTES CONCERNING FORWARD-LOOKING STATEMENTS

This prospectus, the documents that we incorporate by reference in this prospectus and any related prospectus supplement may contain
statements that are forward-looking within the meaning of the Private Securities Litigation Reform Act of 1995. These statements are not
guarantees of future performance and involve certain risks, uncertainties and assumptions that are difficult to predict. Actual outcomes and
results may differ materially from those expressed in, or implied by, our forward-looking statements. Words such as expects, anticipates,
believes, estimates and other similar expressions or future or conditional verbs such as will, should, would and could are intended to iden
such forward-looking statements. You should not rely solely on the forward-looking statements, which are qualified in their entirety by reference
to, and are accompanied by, the important factors described in our Annual Report on Form 10-K for the year ended November 30, 2008 filed
with the SEC on January 28, 2009, including under the headings Risk Factors and Special Note Regarding Forward-Looking Statements, as
updated by our other SEC filings filed after such
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Annual Report. You should consider all uncertainties and risks contained in or incorporated by reference into this prospectus and any related
prospectus supplement. Forward-looking statements speak only as of the date they are made, and we undertake no obligation to update any
forward-looking statement.

Possible events or factors that could cause results or performance to differ materially from those expressed in our forward-looking statements
include the following:

the actions and initiatives of current and potential competitors;

our ability to manage credit risks and securitize our receivables at acceptable rates and under sale accounting treatment;

changes in economic variables, such as the availability of consumer credit, the housing market, energy costs, the number and size of
personal bankruptcy filings, the rate of unemployment and the levels of consumer confidence and consumer debt;

the level and volatility of equity prices, commodity prices and interest rates, currency values, investments, other market fluctuations
and other market indices;

the availability and cost of funding and capital;

access to U.S. equity, debt and deposit markets;

the ability to manage our liquidity risk;

losses in our investment portfolio;

the ability to increase or sustain Discover Card usage or attract new cardmembers and introduce new products or services;

our ability to attract new merchants and maintain relationships with current merchants;

our ability to successfully achieve interoperability among our networks and maintain relationships with network participants;

material security breaches of key systems;

unforeseen and catastrophic events;

our reputation;

Table of Contents 10
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the potential effects of technological changes;

the effect of political, economic and market conditions and geopolitical events;

unanticipated developments relating to lawsuits, investigations or similar matters;

the impact of current, pending and future legislation, regulation and regulatory and legal actions, including new laws and rules
limiting or modifying certain credit card practices and legislation related to government programs to stabilize the financial markets;

our ability to attract and retain employees;

the ability to protect our intellectual property;

the impact of any potential future acquisitions;

investor sentiment;

resolution of our dispute with Morgan Stanley; and

the restrictions on our operations resulting from financing transactions.
The foregoing review of important factors should not be construed as exclusive and should be read in conjunction with the other cautionary
statements that are included in or incorporated by reference into this
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prospectus and any related prospectus supplement. These factors expressly qualify all subsequent oral and written forward-looking statements
attributable to us or persons acting on our behalf. New factors emerge from time to time, and it is not possible for us to predict all of such
factors, nor can we assess the impact of each such factor on our business or the extent to which any factor, or combination of factors, may cause
our actual results to differ materially from those contained in any forward-looking statements.

USE OF PROCEEDS

Unless otherwise described in the applicable prospectus supplement, we intend to use the net proceeds from the sale of the securities for general
corporate purposes, which may include: working capital needs, investments in, or extensions of credit to, our subsidiaries, possible repayment,
repurchase or redemption of existing debt or preferred stock, expansion of existing businesses, possible acquisitions of businesses and possible
investments in other business opportunities. Pending such use, we intend to invest the net proceeds in interest-bearing investment-grade
securities.

RATIO OF EARNINGS TO FIXED CHARGES AND PREFERRED DIVIDENDS

Our historical ratios of earnings to fixed charges for the periods indicated are set forth in the table below. On March 13, 2009, we issued
preferred stock to the U.S. Treasury, as discussed under Description of Capital Stock Preferred Stock. Prior to such date, no shares of our
preferred stock were outstanding and, therefore, during periods prior to the quarter ending May 31, 2009, the ratio of earnings to fixed charges
and preferred stock dividends is the same as the ratio of earnings to fixed charges. The ratio of earnings to fixed charges is computed by dividing
(1) income from continuing operations before income taxes, fixed charges and losses from unconsolidated investees by (2) total fixed charges.
For purposes of computing these ratios, fixed charges consist of interest expense and an estimated interest portion of rental expense.

For the Six Months Ended For the Year Ended November 30,
May 31,2009 May 31,2008 2008 2007 2006 2005 2004
Ratio of Earnings to Fixed Charges 2.0x 2.1x 23x 22x 3.0x 23x 3.0x
Ratio of Earnings to Fixed Charges and Preferred Stock requirements 1.9x 2.1x  23x 22x 3.0x 23x 3.0x
GENERAL DESCRIPTION OF SECURITIES

We may offer under this prospectus: debt securities, common stock, preferred stock, depositary shares, stock purchase contracts, stock purchase
units, warrants to purchase debt securities, common stock or preferred stock; or any combination of the foregoing, either individually or as units
consisting of two or more securities.

The following description of the terms of these securities sets forth some of the general terms and provisions of securities that we may offer. The
particular terms of securities offered by any prospectus supplement and the extent, if any, to which the general terms set forth below do not
apply to those securities, will be described in the related prospectus supplement. In addition, if we offer securities as units, the terms of the units
will be described in the applicable prospectus supplement. If the information contained in the prospectus supplement differs from the following
description, you should rely on the information in the prospectus supplement.

DESCRIPTION OF DEBT SECURITIES

We may issue senior debt securities and subordinated debt securities under one of two separate indentures. Our senior debt securities are to be
issued under a senior indenture, dated as of June 12, 2007, by and between
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Discover Financial Services and U.S. Bank National Association, as trustee, a copy of which is incorporated by reference into the registration
statement, to which this prospectus forms a part, as an exhibit. Our subordinated debt securities are to be issued under a subordinated indenture,
the form of which is attached to the registration statement, to which this prospectus forms a part, as an exhibit.

The senior debt securities and the subordinated debt securities are collectively referred to in this prospectus as the debt securities. The senior
indenture and the subordinated indenture are referred to in this prospectus individually as the Indenture and collectively as the Indentures. The
Indentures may be supplemented from time to time.

The following section is a summary of certain provisions of the Indentures. This summary does not purport to be complete and is subject to, and
is qualified in its entirety by reference to, all the provisions of the Indentures, including the definitions in the Indentures of certain terms. We
encourage you to read the Indentures and our debt securities for provisions that may be important to you. Wherever this summary refers to
particular sections or defined terms of an Indenture, it is intended that such sections or defined terms shall be incorporated into this prospectus
by reference. All capitalized terms included in this summary shall have the same meanings specifically set forth in the applicable Indenture. In
this section, the Company, we, us, our and similar words refer to Discover Financial Services and not any of its subsidiaries.

Our debt securities may be issued as part of a stock purchase unit. Stock purchase units are summarized in this prospectus under the heading
Description of Stock Purchase Contracts and Stock Purchase Units.

General

The Indentures provide that the debt securities issuable thereunder shall be issuable in series. The aggregate principal amount of debt securities
issuable under each Indenture is unlimited, and debt securities may be issued from time to time. The senior debt securities will be our direct
unsecured obligations. The subordinated debt securities will be our direct unsecured obligations and will be subordinated to all of the Company s
senior debt as described below under the heading Subordination. The debt securities issued under the Indentures will be subordinate to all of our
existing and future secured indebtedness and structurally subordinated to existing and future claims of creditors of our subsidiaries. Except as
described below under the heading Certain Covenants, the Indentures do not limit other indebtedness or securities which may be incurred or
issued by the Company or any of our subsidiaries or contain financial or similar restrictions on us or our subsidiaries.

The terms of each series of debt securities will be established by or pursuant to resolutions of our board of directors (and to the extent

established other than in a board resolution, in an officer s certificate detailing such establishment) or pursuant to a supplemental indenture. If we
offer debt securities, we will prepare and distribute a prospectus supplement that describes the specific terms of such debt securities. We do not
have to issue all of the debt securities of one series at the same time and, unless otherwise specified in a prospectus supplement, we may reopen

a series, without the consent of the holders of the debt securities of that series, for issuances of additional debt securities of that series. The
applicable prospectus supplement may provide the following terms of the debt securities being offered, if applicable:

the designation of the offered securities;

the aggregate principal amount and any limit upon the aggregate principal amount of the offered securities;

if other than U.S. dollars, the currency or currencies in which the offered securities are denominated;

the date or dates on which principal of the offered securities is payable;

the rate or rates at which the offered securities shall bear interest, if any, the date or dates from which such interest shall accrue, on
which interest shall be payable and, in the case of registered securities, on
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which a record date shall be taken for determining holders to whom interest is payable and/or the method by which such rate or rates
or date or dates shall be determined;

if other than the offices of the applicable Trustee, the place where the principal of and interest on the offered securities will be
payable;

our right, if any, to redeem the offered securities, in whole or in part, at our option and the period or periods within which, the price
or prices at which and any terms and conditions, including the notice period, upon which the offered securities may be so redeemed,
pursuant to any sinking fund or otherwise;

our obligation, if any, to redeem, purchase or repay the offered securities pursuant to any mandatory redemption, sinking fund or
analogous provisions or at the option of a holder thereof and the price or prices at which and the period or periods within which and
any terms and conditions upon which the offered securities shall be redeemed, purchased or repaid, in whole or in part, pursuant to
such obligation;

if other than denominations of $2,000 and any integral multiple of $1,000 in excess thereof, the denominations in which the offered
securities will be issuable;

if other than the principal amount of such offered security, the portion of the principal amount payable upon declaration of
acceleration of the maturity thereof;

if other than the coin or currency in which the offered securities are denominated, the coin or currency in which payment of the
principal of or interest on the offered securities shall be payable;

if the principal of or interest on the offered securities are to be payable, at our election or a holder thereof, in a coin or currency other
than that in which the offered securities are denominated, the period or periods within which, and the terms and conditions upon
which, such election may be made;

if the amount of payments of principal of and interest on the offered securities may be determined with reference to an index based
on a coin or currency other than that in which the offered securities are denominated, or with reference to any currencies, securities
or baskets of securities, commodities or indices, the manner in which such amounts shall be determined;

if the holders of the offered securities may convert or exchange the offered securities into or for other of our or another entity s
securities or for other property (or the cash value thereof), the specific terms of and period during which such conversion or
exchange may be made;

whether the offered securities shall be issued as registered securities, and if so whether such securities will be issuable in the form of
a registered global security, or unregistered (with or without coupons) or any combination thereof;

whether the offered securities are senior debt securities or subordinated debt securities and, if subordinated debt securities, the
specific subordination provisions applicable thereto;
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in the case of subordinated debt securities, provisions specifying the relative degree, if any, to which such subordinated debt
securities of the series will be senior to or be subordinated in right of payment to other series of subordinated debt securities or other
indebtedness of the Company, as the case may be, whether such other series of subordinated debt securities or other indebtedness is
outstanding or not;

any restrictions applicable to the offer, sale, transfer, exchange or delivery of unregistered or registered securities or the payment of
interest thereon and, if applicable, the terms upon which unregistered securities may be exchanged for registered securities and vice
versa;

whether and under what circumstances we will pay additional amounts on the offered securities held by a non-U.S. Person in respect
of tax, assessment or governmental charge withheld or deducted and, if so, whether we will have the option to redeem such securities
rather than pay such additional amounts;
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if the offered securities are to be issued in definitive form only upon the receipt of certain certificates or other documents or
satisfaction of other conditions, the form and terms of such certificates, documents or conditions;

the identity of any trustees, depositories, authenticating or paying agents, transfer agents or registrars or any other agents with respect
to the offered securities;

any other events of default or covenants with respect to the offered securities, including any additions to or changes in the events of
default, covenants or acceleration provisions described in this prospectus or the Indentures; and

any other specific terms of the offered securities, including any which may modify, delete, supplement or add any provision of the
Indentures as it applies to that series.
Certain Covenants

Negative Pledge. Unless otherwise provided in any series of debt securities, the senior indenture will provide that we will not, and will not
permit any of our subsidiaries to, create, assume, incur or guarantee any indebtedness for borrowed money that is secured by a pledge, lien or
other encumbrance (except for Permitted Liens, as defined below) on:

the Voting Securities of Discover Bank or any subsidiary succeeding to any substantial part of the business now conducted by
Discover Bank; or

the Voting Securities of a subsidiary that owns, directly or indirectly, the voting securities of Discover Bank or any subsidiary

succeeding to any substantial part of the business now conducted by Discover Bank, other than directors qualifying shares,
in either case without making effective provisions so that the debt securities issued under the senior indenture will be secured equally and ratably
with (or, at our option, prior to) indebtedness so secured. For these purposes, subsidiary means any corporation, partnership or other entity of
which at the time of determination we own or control directly or indirectly more than 50% of the shares of the voting stock or equivalent
interest, and Voting Securities means the stock of any class or classes having general voting power under ordinary circumstances to elect a
majority of the board of directors, managers or trustees of the relevant subsidiary, other than stock that carries only the conditional right to vote
upon the happening of an event, whether or not that event has happened. Permitted Liens means (i) liens for taxes or assessments or
governmental charges or levies not then due and delinquent or the validity of which is being contested in good faith or which are less than
$1,000,000 in amount, (ii) liens created by or resulting from any litigation or legal proceeding which is currently being contested in good faith
by appropriate proceedings or which involves claims of less than $1,000,000, (iii) deposits to secure (or in lieu of) surety, stay, appeal or
customs bonds and (iv) such other liens as our board of directors determines do not materially detract from or interfere with the present value or
control of the Voting Securities subject thereto or affected thereby.

The subordinated indenture does not contain any limitations on liens.
Restrictions on Consolidations, Mergers and Sales of Assets

Unless otherwise provided in any series of debt securities, the Indentures will provide that we will not merge or consolidate with any other
person and will not sell, lease or convey all or substantially all of our assets to any other person, unless:

we will be the continuing corporation; or

the successor corporation or person that acquires all or substantially all of our assets:
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will be a corporation organized under the laws of the United States, a state of the United States or the District of Columbia;
and
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will expressly assume the due and punctual payment of the principal of and interest on all of our debt securities
issued under the applicable Indenture and the due and punctual performance and observance of all of the covenants
and conditions of the Indentures to be performed or observed by us, by supplemental indenture satisfactory to the
applicable Trustee, executed and delivered to the applicable Trustee by such corporation; and

immediately after the merger, consolidation, sale, lease or conveyance, we, that person or that successor corporation will not be in
default in the performance of the covenants and conditions of the Indenture.
Other than as described above or in any prospectus supplement, there are no covenants or other provisions in the Indentures that would afford
holders of our debt securities additional protection in the event of a recapitalization transaction, a change of control of our company or a highly
leveraged transaction. The merger covenant described above would only apply if the recapitalization transaction, change of control or highly
leveraged transaction were structured to include our merger or consolidation or a sale, lease or conveyance of all or substantially all of our
assets.

Reports

We are required to file with each Trustee, within 15 days after we are required to file the same with the SEC, copies of the annual reports and of
the information, documents, and other reports that we may be required to file with the SEC pursuant to Section 13 or Section 15(d) of the
Securities Exchange Act of 1934, as amended (the Exchange Act ) or pursuant to Section 314 of the Trust Indenture Act of 1939.

Events of Default

The Indentures provide holders of our debt securities with remedies if we fail to perform specific obligations or if we become bankrupt. You
should review these provisions and the related provisions in the applicable prospectus supplement and understand which of our actions trigger an
event of default and which actions do not.

Each of the following constitutes an event of default with respect to each series of senior debt securities:

default in the payment of any installment of interest upon any of the debt securities of such series as and when the same shall become
due and payable, and continuance of such default for a period of 30 days;

default in payment of all or any principal of the debt securities of such series as and when the same shall become due and payable,
either at maturity, upon any redemption, by declaration or otherwise;

failure in the observance or performance of any of the other covenants or agreements in the debt securities of such series or contained
in the Indenture applicable to such series (other than a covenant or warranty with respect to the debt securities of such series the
breach or nonperformance of which is otherwise included in the definition of event of default ) for a period of 60 days after the date
on which written notice specifying such failure, stating that such notice is a Notice of Default and demanding that we remedy the
same, shall have been given by registered or certified mail, return receipt requested, to (1) us by the applicable Trustee or (2) us and
the applicable Trustee by the holders of at least 25% in principal amount of the outstanding debt securities of such series;

default under any mortgage, indenture or other instrument securing or evidencing any of our indebtedness or that of Discover Bank,
or any subsidiary succeeding to any substantial part of the business now conducted by Discover Bank, in an aggregate principal
amount of $50 million or more and which default (i) constitutes a failure to make any scheduled principal or interest payment when
due after giving effect to any applicable grace period or (ii) accelerates the payment of such debt and
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such acceleration is not rescinded or annulled, or such debt is not discharged, within 15 days after written notice specifying such
default and demanding that we remedy the same by (1) the applicable Trustee or (2) the holders of at least 25% in principal amount
of the outstanding debt securities of such series;

a court having jurisdiction in the premises shall enter a decree or order for relief in respect of us in an involuntary case under any
applicable bankruptcy, insolvency or other similar law now or hereafter in effect, or appointing a receiver, liquidator, assignee,
custodian, trustee, sequestrator (or similar official) of us or for any substantial part of our property or ordering the winding up or
liquidation of our affairs, and such decree or order shall remain unstayed and in effect for a period of 60 consecutive days;

we shall commence a voluntary case under any applicable bankruptcy, insolvency or other similar law now or hereafter in effect, or
consent to the entry of an order for relief in an involuntary case under any such law, or consent to the appointment or taking
possession by a receiver, liquidator, assignee, custodian, trustee, sequestrator (or similar official) of us or for any substantial part of
our property, or make any general assignment for the benefit of creditors; or

any other event of default provided with respect to the debt securities of such series pursuant to any supplemental indenture or in the
form of such debt securities.
An event of default under the subordinated indenture with respect to subordinated debt securities of any series will occur only upon the
occurrence of certain events in bankruptcy, insolvency or reorganization involving us. There will be no event of default, and holders of the
subordinated debt securities will not be entitled to accelerate the maturity of the subordinated debt securities, in the case of a default in the
performance of any covenant or obligation with respect to the subordinated debt securities, including a default in the payment of principal or
interest.

Acceleration of Debt Securities upon an Event of Default. The senior indenture provides that if an event of default applicable to any series of
senior debt securities occurs and is continuing, either the Trustee or the holders of not less than 25% in aggregate principal amount of the
outstanding senior debt securities of such series by notice in writing to us and to the Trustee, if given by security holders, may declare the
principal of all the senior debt securities of such series and interest accrued thereon to be due and payable immediately. The subordinated
indenture provides that acceleration is automatic upon the occurrence of an event of default applicable to the subordinated debt securities.

Waiver of Defaults. The Indentures provide that the holders of a majority in aggregate principal amount of outstanding debt securities of any
series with respect to which an event of default has occurred and is continuing may on behalf of the holders of all such debt securities of such
series waive any past default or event of default and its consequences, other than a default in the payment of principal or interest (unless such
default has been cured and an amount sufficient to pay all matured installments of interest and principal due otherwise than by acceleration has
been deposited with the applicable Trustee) or a default in respect of a covenant or provision in the Indenture that cannot be modified or
amended without the consent of the holder of each debt security affected. In the case of any such waiver, we, the applicable Trustee, and the
holders of all such debt securities shall be restored to their former positions and rights under the applicable Indenture, respectively; but no such
waiver shall extend to any subsequent or other default or impair any right consequent thereon.

Collection of Indebtedness. If a default in the payment of principal of, or any interest on, debt securities of any series issued under the Indenture
occurs and is continuing and we fail to pay the full amount then due and payable with respect to all debt securities of such series immediately
upon the demand of the applicable Trustee, such Trustee is entitled to institute an action or proceeding to collect the amount due and unpaid. If
any default occurs and is continuing, the applicable Trustee may pursue legal action to enforce the performance of any provision in the Indenture
to protect the rights of such Trustee and the holders of the debt securities of such series issued under the Indenture.
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Indemnification of Trustee for Actions Taken on Your Behalf. The Indentures contain a provision entitling the Trustees, subject to the duty of the
Trustees during a default to act with the required standard of care, to be indemnified by the holders of debt securities issued under the Indentures
before proceeding to exercise any trust or power at the request of such holders. Subject to these provisions and some other limitations, the
holders of a majority in aggregate principal amount of outstanding debt securities of any series may direct the time, method and place of
conducting any proceeding for any remedy available to the Trustees, or exercising any trust or power conferred on the Trustees with respect to
such series.

Limitation on Actions by You as an Individual Holder. The Indentures provide that no individual holder of debt securities of any series may
institute any action against us, except actions for payment of overdue principal and interest, unless the following actions have occurred:

the holder must have previously given written notice to the applicable Trustee of the continuing default;

the holders of not less than 25% in aggregate principal amount of the outstanding debt securities of such series must have (1) made a
written request upon the applicable Trustee to institute that action and (2) offered the Trustee reasonable indemnity as it may require
against the costs, expenses and liabilities to be incurred therein or thereby;

the Trustee must have failed to institute that action within 60 days after receipt of the request referred to above; and

the holders of a majority in principal amount of the outstanding debt securities of such series must not have given directions to the
Trustee inconsistent with those of the holders referred to above.
Annual Certification. The Indentures contain a covenant that we will file annually with the Trustees a certificate of no default or a certificate
specifying any default that exists.

Discharge, Defeasance and Covenant Defeasance

We have the ability to eliminate most or all of our obligations on debt securities of any series prior to maturity if we comply with the following
provisions.

Discharge of Indenture. If at any time we have:

paid or caused to be paid the principal of and interest on all of the outstanding debt securities of any series as and when the same
shall have become due and payable;

delivered to the applicable Trustee for cancellation all of the outstanding debt securities of such series theretofore authenticated; or

in the case of any series of debt securities where the exact amount (including currency of payment) of principal of and interest due
can be determined at the time of making the deposit referred to in clause (B) below, (A) all the debt securities of such series not
theretofore delivered to the applicable Trustee for cancellation shall have become due and payable, or are by their terms to become
due and payable within one year or are to be called for redemption within one year under arrangements satisfactory to the applicable
Trustee for the giving of notice of redemption (or, in the case of debt securities that do not bear a fixed interest rate, within the
remaining term of the then current interest period) and (B) we shall have irrevocably deposited or caused to be deposited with the
applicable Trustee as trust funds the entire amount in cash (other than moneys repaid by the applicable Trustee or any paying agent
to us), or, in the case of any series of debt securities the payment on which may only be made in dollars, direct obligations of the
United States of America, maturing as to principal and interest at such times and in such amounts as will insure the availability of
cash, or a combination thereof, sufficient in the opinion of a nationally recognized firm of independent public accountants expressed
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thereof delivered to the applicable Trustee, to pay (1) the principal and interest on all debt securities of such series on each date that

such principal or interest is due and payable and (2) any mandatory sinking fund payments on the dates on which such payments are

due and payable in accordance with the terms of the applicable Indenture and the debt securities of such series;
and if, in any such case, we also pay or cause to be paid all other sums payable by us under the Indenture with respect to the debt securities of
such series, then the Indenture shall cease to be of further effect with respect to the debt securities of such series, except as to certain rights and
with respect to the transfer and exchange of the debt securities of such series, rights of the holders to receive payment and certain other rights
and the applicable Trustee, on our demand accompanied by an officer s certificate and opinion of counsel and at our cost and expense, shall
execute proper instruments acknowledging such satisfaction of and discharging the Indenture as to such series; provided that the rights of
holders of the debt securities to receive amounts in respect of principal of and interest on the securities held by them shall not be delayed longer
than required by then-applicable mandatory rules or policies of any securities exchange upon which the debt securities are listed. We will
reimburse the applicable Trustee for any costs or expenses thereafter reasonably and properly incurred and compensate the applicable Trustee
for any services thereafter reasonably and properly rendered by such Trustee in connection with the applicable Indenture or the debt securities of
such series except as to certain rights and with respect to the transfer and exchange of the debt securities of such series, rights of the holders to
receive payment and certain other rights.

Defeasance at Any Time. We may elect (i) to be discharged from all of our obligations (other than as to (1) transfers and exchanges of debt
securities and our right of optional redemption, if any, (2) replacement of lost, mutilated, defaced, stolen or destroyed debt securities (3) rights of
holders to receive payment of the principal and interest on such debt securities at the dates when due, (4) rights, obligations and duties to the
Trustee and (5) rights of holders thereof to the property deposited with the Trustee in furtherance of such defeasance and (6) our obligations with
respect to maintaining an office for payment) with respect to the outstanding debt securities of any series, which is referred to as defeasance or
(ii) to be released from our obligation to co
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