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Reg istration No . 333- 182440

 
T itle  of Eac h Class  of

S e c uritie s  to  be  Re gis te re d  
Maximum Aggre gate

O ffe ring Pric e (1)  
Amount of

Re gis tration Fe e (1)
Depositary Shares (each representing  a 1/40th interest in a share o f Fixed Rate  Non-Cumulative

Perpetual Preferred Stock, Series B, o f Discover Financial Services)  $575,000,000  $78,430
(1)  Calculated in acco rdance with Rule 457(o ) and 457(r) o f the Securities Act o f 1933, as amended. Includes 3,000,000 Depositary

Shares that may be purchased by the underwriters pursuant to  their option to  purchase additional Depositary Shares to  cover over-
allo tments.
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PROSPECTUS SUPPLEMENT
(To  prospectus dated June 29 , 2012)
 

20 ,000 ,000  Depositary Shares Each Representing  a
1/40  Interest in a Share o f Fixed Rate Non- Cumulative Perpetual Preferred Stock, Series B

We , Disc ove r Financ ial Se rvic e s , are  offe ring 20,000,000 of our de pos itary share s  e ac h re pre se nting a 1/40  owne rship  in te re s t in  a share  of our fixe d
rate  non-c um ulative  pe rpe tual pre fe rre d  s toc k, Se rie s  B (the  “Pre fe rre d Stoc k”), with  a liquidation pre fe re nc e  of $25 pe r de pos itary share  (e quivale nt to
$1,000 pe r share  of Pre fe rre d  Stoc k). As  a holde r of de pos itary share s , you will be  e ntitle d  to  all proportional rights  and pre fe re nc e s  of the  Pre fe rre d  Stoc k
(inc luding divide nd, voting, re de m ption and liquidation rights ). You m us t e xe rc ise  any suc h rights  through the  de pos itary.

We  will pay divide nds  on the  Pre fe rre d  Stoc k, whe n, as , and if de c lare d to  the  e xte nt that we  have  lawfully available  funds  to  pay divide nds . Divide nds
will ac c rue  and be  payable  from , and inc luding, the  date  of is suanc e  at a rate  of 6 .50%  pe r annum , payable  quarte rly in  arre ars , on
Marc h 1, June  1, Se pte m be r 1 and De c e m be r 1 of e ac h ye ar, be ginning on De c e m be r 1, 2012. Upon paym e nt of any divide nds  on the  Pre fe rre d  Stoc k,
holde rs  of de pos itary share s  are  e xpe c te d to  re c e ive  a proportionate  paym e nt.

Divide nds  on the  Pre fe rre d  Stoc k will not be  c um ulative . If for any re ason our Board of Dire c tors  or a duly authoriz e d c om m itte e  of the  Board of
Dire c tors  doe s  not de c lare  a d ivide nd on the  Pre fe rre d  Stoc k for any divide nd pe riod, suc h divide nd will not ac c rue  or be  payable , and we  will have  no
obligation to  pay divide nds  for suc h divide nd pe riod, whe the r or not d ivide nds  on the  Pre fe rre d  Stoc k are  de c lare d for any future  d ivide nd pe riod. Divide nds
on the  Pre fe rre d  Stoc k will not be  de c lare d, paid  or se t as ide  for paym e nt to  the  e xte nt suc h ac t would  c ause  us  to  fail to  c om ply with  applic able  laws  and
re gulations , inc luding applic able  c apital ade quac y guide line s .

We  m ay re de e m  the  Pre fe rre d  Stoc k at our option, subje c t to  re gulatory approval, (1) in  whole  or in  part, from  tim e  to  tim e , on any divide nd paym e nt
date  on or afte r De c e m be r 1, 2017 or (2) in  whole  but not in  part, at any tim e  within  90 days  fo llowing a re gulatory c apital tre atm e nt e ve nt (as  de fine d he re in),
in  e ac h c ase  at a re de m ption pric e  e qual to  $1,000 pe r share  (e quivale nt to  $25 pe r de pos itary share ), p lus  any de c lare d and unpaid  divide nds , without
re gard  to  any unde c lare d divide nds , to , but e xc luding, the  re de m ption date . If we  re de e m  the  Pre fe rre d  Stoc k, the  de pos itary is  e xpe c te d to  re de e m  a
proportionate  num be r of de pos itary share s .

Applic ation will be  m ade  to  lis t the  de pos itary share s  on the  Ne w York Stoc k Exc hange  (the  “NYSE”) unde r the  sym bol “DFSPrB”. If the  applic ation is
approve d, we  e xpe c t trading of the  de pos itary share s  to  c om m e nc e  within  a 30-day pe riod afte r the  orig inal is suanc e  date  of the  de pos itary share s . Our
c om m on s toc k is  lis te d  on the  NYSE unde r the  sym bol “DFS.”

The  Pre fe rre d  Stoc k will not have  any voting rights , e xc e pt as  se t forth  unde r “De sc rip tion of Pre fe rre d  Stoc k — Voting Rights” on page  S-22 of th is
prospe c tus  supple m e nt.
 

   
Pe r De pos itary

S hare    T otal  
Public  offe ring pric e   $ 25.00000    $500,000,000.00  
Unde rwriting disc ounts  and c om m iss ions   $ 0.61724    $ 12,344,812.50  
Proc e e ds , be fore  e xpe nse s , to  us   $ 24.38276    $ 487,655,187.50  

 
(1) The  public  offe ring pric e  doe s  not inc lude  ac c rue d divide nds , if any, that m ay be  de c lare d. Divide nds , if de c lare d, will ac c rue  from , and inc luding, the

orig inal is sue  date , whic h is  e xpe c te d to  be  Oc tobe r 16, 2012.
 

(2) Re fle c ts  8 ,255,000 de pos itary share s  sold  to  ins titu tional inve s tors , for whic h the  unde rwrite rs  re c e ive d an unde rwriting disc ount of $0.3750 pe r
de pos itary share , and 11,745,000 de pos itary share s  sold  to  re tail inve s tors , for whic h the  unde rwrite rs  re c e ive d an unde rwriting disc ount of $0.7875 pe r
de pos itary share .

 

(3) Assum e s  no e xe rc ise  of the  unde rwrite rs ’ ove r-allo tm e nt option de sc ribe d be low.
We  have  grante d the  unde rwrite rs  an  option to  purc hase  up to  an  additional 3,000,000 de pos itary share s  with in  30 days  afte r the  date  of th is  prospe c tus

supple m e nt at the  public  offe ring pric e , le s s  unde rwriting disc ounts  and c om m iss ions , sole ly to  c ove r ove r-allo tm e nts , if any.

Investing  in our depositary shares invo lves risks. Before buying  any depositary shares representing  an interest in our
Preferred Stock, you should read this prospectus supplement, the accompanying  prospectus and all information
incorporated by reference herein and therein, including  the discussion o f material risks o f investing  in our depositary
shares representing  an interest in our Preferred Stock in the “Risk Factors ” section beg inning  on page S- 11 o f this
prospectus supplement. Neither the depositary shares nor the Preferred Stock are investment grade rated and the
depositary shares and Preferred Stock are subject to  the risks associated with non- investment grade securities.

Ne ithe r the  S e c uritie s  and Exc hange  Commiss ion (the  “S EC”) nor any s tate  se c uritie s  c ommiss ion has  approve d or disapprove d of the se  se c uritie s  or
de te rmine d if this  prospe c tus  supple me nt or the  ac c ompanying prospe c tus  is  truthful or c omple te . Any re pre se ntation to  the  c ontrary is  a  c riminal offe nse .

Ne ithe r the  de pos itary share s  nor the  Pre fe rre d S toc k are  a  de pos it, savings  ac c ount or othe r obligation of a  bank and ne ithe r are  insure d or
guarante e d by the  Fe de ral De pos it Insuranc e  Corporation (the  “FDIC”) or any othe r gove rnme ntal age nc y or ins trume ntality .

The  unde rwrite rs  e xpe c t to  de live r the  de pos itary share s  in  book-e ntry form  only through the  fac ilitie s  of The  De pos itory Trus t C om pany and its
partic ipants , inc luding Euroc le ar Bank S.A./N.V., as  ope rator of the  Euroc le ar Sys te m , and C le ars tre am  Banking, soc ié té  anonym e  on or about Oc tobe r 16,
2012.
  

Joint Book-Running Managers

BofA Merrill Lynch        Citigroup        J.P. Morgan        UBS Investment Bank        Wells Fargo  Securities
Senior Co-Managers

 

Deutsche Bank Securities   Goldman, Sachs & Co .   RBC Capital Markets
  

Prospe c tus  S upple me nt date d O c tobe r 9 , 2012

th

th
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You should rely only on the info rmation contained in o r inco rporated by reference in this prospectus supplement, the
accompanying  prospectus and any free writing  prospectus we may provide you in connection with this o ffering . We have no t, and the
underwriters have no t, autho rized any o ther person to  provide you with different info rmation. If anyone provides you with different o r
inconsistent info rmation, you should no t re ly on it. We are  no t, and the underwriters are  no t, making  an o ffer to  sell the depositary
shares in any jurisdiction where the o ffer o r sale  is no t permitted. You should assume that the info rmation appearing  in this prospectus
supplement, the accompanying  prospectus, any free writing  prospectus we may provide you in connection with this o ffering  and the
documents inco rporated by reference herein and therein is accurate  only as o f its respective date . Our business, financial condition,
results o f operations and prospects may have changed since such date .

ABOUT THIS PROSPECTUS SUPPLEMENT

We provide info rmation to  you about the depositary shares and the Preferred Stock in two  separate  documents: (1) this
prospectus supplement, which describes the specific  terms o f the depositary shares and the Preferred Stock and also  adds to  and
updates info rmation contained in the accompanying  prospectus and the documents inco rporated by reference in that prospectus and
(2) the accompanying  prospectus, which provides general info rmation about securities we may o ffer from time to  time, including
securities o ther than the depositary shares and the Preferred Stock. If info rmation in this prospectus supplement is inconsistent with the
accompanying  prospectus, you should rely on this prospectus supplement.

It is important fo r you to  read and consider all o f the info rmation contained in this prospectus supplement and the accompanying
prospectus in making  your investment decision. You also  should read and consider the info rmation in the documents we have referred
you to  in the section entitled “Where You Can Find More Info rmation” and “Documents Inco rporated by Reference” beg inning  on
page S-45 o f this prospectus supplement and page 26 and page 27, respectively, o f the accompanying  prospectus.

We include cross-references in this prospectus supplement and the accompanying  prospectus to  captions in these materials
where you can find additional re lated discussions. The table  o f contents in this prospectus supplement provides the pages on which
these captions are  located.

Unless the context requires o therwise, references to  “issuer”, “we,” “us,” “our,” “Discover” o r “the Company” means Discover
Financial Services, a Delaware co rporation.

FORWARD- LOOKING STATEMENTS

This prospectus supplement, the accompanying  prospectus and the documents inco rporated by reference herein and therein
contain o r will contain certain statements that are  fo rward-looking  within the meaning  o f the Private  Securities Litigation Refo rm Act o f
1995. These statements are  no t guarantees o f future  perfo rmance and invo lve certain risks, uncertainties and assumptions that are
difficult to  predict. Actual outcomes and results may differ materially from those expressed in, o r implied by, our fo rward-looking
statements. Words such as “expects,” “antic ipates,” “believes,” “estimates” and o ther similar expressions o r future  o r conditional
verbs such as “will,” “should,” “would” and “could” are  intended to  identify such fo rward-looking  statements. You should no t re ly
so lely on the fo rward-looking  statements, which are  qualified in their entirety by reference to , and are  accompanied by, the important
facto rs described in our Annual Report on Form 10-K fo r the fiscal year ended November 30, 2011, including  under the headings “Risk
Facto rs” and “Special No te Regarding  Forward-Looking  Statements,” as updated by our o ther SEC filings filed after such Annual
Report, including  our Quarterly Reports on Form 10-Q fo r the quarterly periods ended February 29, 2012, May 31, 2012 and August 31,
2012. You should consider all uncertainties and risks contained in o r inco rporated by reference into  this prospectus supplement and the
accompanying  prospectus. Fo rward-looking  statements speak only as o f the date  they are  made, and we undertake no  obligation to
update  any fo rward-looking  statement.
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Possible  events o r facto rs that could cause results o r perfo rmance to  differ materially from those expressed in our fo rward-
looking  statements include the fo llowing :
 

 
•  changes in economic variables, such as the availability o f consumer credit, the housing  market, energy costs, the number

and size o f personal bankruptcy filings, the rate  o f unemployment, the levels o f consumer confidence and consumer debt,
and investo r sentiment;

 

 
•  the impact o f current, pending  and future  leg islation, regulation, superviso ry guidance, and regulato ry and legal actions,

including  those related to  financial regulato ry refo rm, consumer financial services practices, and funding , capital and
liquidity;

 

 •  the actions and initiatives o f current and po tential competito rs;
 

 •  our ability to  manage our expenses;
 

 •  our ability to  successfully achieve card acceptance across our networks and maintain relationships with network partic ipants;
 

 •  our ability to  sustain and g row our private  student loan po rtfo lio ;
 

 •  our ability to  manage our credit risk, market risk, liquidity risk, operational risk, legal and compliance risk, and strateg ic  risk;
 

 •  the availability and cost o f funding  and capital;
 

 •  access to  deposit, securitization, equity, debt and credit markets;
 

 •  the impact o f rating  agency actions;
 

 
•  the level and vo latility o f equity prices, commodity prices and interest rates, currency values, investments, o ther market

fluctuations and o ther market indices;
 

 •  lo sses in our investment po rtfo lio ;
 

 •  limits on our ability to  pay dividends and repurchase our common stock;
 

 •  fraudulent activities o r material security breaches o f key systems;
 

 •  our ability to  increase o r sustain Discover card usage o r attract new customers;
 

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

 •  the effect o f po litical, economic and market conditions, geopo litical events and unfo reseen o r catastrophic  events;
 

 •  our ability to  introduce new products o r services;
 

 •  our ability to  manage our relationships with third-party vendors;
 

 •  our ability to  maintain current techno logy and integ rate  new and acquired systems;
 

 •  our ability to  co llect amounts fo r disputed transactions from merchants and merchant acquirers;
 

 •  our ability to  attract and retain employees;
 

 •  our ability to  pro tect our reputation and our intellectual property;
 

 
•  difficulty obtaining  regulato ry approval fo r, financing , c lo sing , transitioning , integ rating  o r manag ing  the expenses o f

acquisitions o f o r investments in new businesses, products o r techno log ies; and
 

 •  new lawsuits, investigations o r similar matters o r unanticipated developments related to  current matters.

We routinely evaluate  and may pursue acquisitions o f o r investments in businesses, products, techno log ies, loan po rtfo lio s o r
deposits, which may invo lve payment in cash o r our debt o r equity securities.
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The fo rego ing  review o f important facto rs should no t be construed as exclusive and should be read in conjunction with the o ther
cautionary statements that are  included in o r inco rporated by reference into  this prospectus supplement and the accompanying
prospectus. These facto rs expressly qualify all subsequent o ral and written fo rward-looking  statements attributable  to  us o r persons
acting  on our behalf. Except fo r any ongo ing  obligations to  disclose material info rmation as required under U.S. federal securities laws,
we do  no t have any intention o r obligation to  update  fo rward-looking  statements after we distribute  this prospectus supplement and the
accompanying  prospectus, whether as a result o f new info rmation, future  developments o r o therwise.
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SUMMARY OF THE OFFERING

The following summary highlights selected information from this prospectus supplement and the accompanying prospectus
about the depositary shares, the Preferred Stock and this offering. This description is not complete and does not contain all of the
information that you should consider before investing in the depositary shares. You should read this prospectus supplement and the
accompanying prospectus, including the documents we incorporate by reference, carefully to understand fully the terms of the
depositary shares and the Preferred Stock as well as other considerations that are important to you in making a decision about
whether to invest in the depositary shares. You should pay special attention to the “Risk Factors” section beginning on page S-11 of
this prospectus supplement, and the “Risk Factors” in our Annual Report on Form 10-K for the fiscal year ended November 30, 2011
and our Quarterly Report on Form 10-Q for the quarterly period ended May 31, 2012 to determine whether an investment in the
depositary shares is appropriate for you. This prospectus supplement includes forward-looking statements that involve risks and
uncertainties. For a more complete understanding of the depositary shares and the Preferred Stock, you should read the section
entitled “Description of Preferred Stock” beginning on page S-18 of this prospectus supplement and the section entitled
“Description of Depositary Shares” beginning on page S-25 of this prospectus supplement as well as the section entitled
“Description of Capital Stock” beginning on page 17 of the accompanying prospectus and the section entitled “Description of
Depositary Shares” beginning on page 20 of the accompanying prospectus. To the extent the information in this prospectus
supplement is inconsistent with the information in the accompanying prospectus, you should rely on information in this prospectus
supplement.
 

Issuer
Discover Financial Services

 

Securities Offered
20,000,000 depositary shares (23,000,000 depositary shares if the underwriters
exercise  their over-allo tment option in full) each representing  a 1/40  ownership
interest in a share o f Fixed Rate  Non-Cumulative Perpetual Preferred Stock,
Series B, $0.01 par value (the “Preferred Stock”), with a liquidation preference o f
$25 per depositary share (equivalent to  $1,000 per share o f Preferred Stock) o f
Discover. Each ho lder o f a depositary share will be entitled, through the
depositary, in proportion to  the applicable  fraction o f a share o f Preferred Stock
represented by such depositary share, to  all the rights and preferences o f the
Preferred Stock represented thereby (including  dividend, vo ting , redemption and
liquidation rights).

 
 We reserve the right to  re-open this series o f preferred stock and issue additional

shares o f the Preferred Stock either through public  o r private  sales at any time
and from time to  time. The additional shares would fo rm a sing le  series with the
Preferred Stock.

 
 We have g ranted the underwriters an option to  purchase up to  an additional

3,000,000 depositary shares within 30 days after the date  o f this prospectus
supplement at the public  o ffering  price, less underwriting  discounts and
commissions, so lely to  cover over-allo tments, if any.

 

Dividends
We will pay dividends on the Preferred Stock, when, as, and if declared by our
Board o f Directo rs o r a duly autho rized committee o f the Board o f Directo rs.
Dividends will accrue and be payable  from, and including , the date  o f issuance to ,
but excluding , the dividend
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payment date  at a rate  o f 6.50% per annum, payable  quarterly, in arrears. See also
the subsection “— Dividend Payment Dates” below. Upon the payment o f any
dividends on the Preferred Stock, ho lders o f depositary shares will receive a
related proportionate  payment.

 
 Dividends on the Preferred Stock will no t be cumulative. If our Board o f

Directo rs o r a duly autho rized committee o f the Board o f Directo rs does no t
declare  a dividend on the Preferred Stock in respect o f a dividend period, then no
dividend shall be deemed to  have accrued fo r such dividend period, be payable
on the applicable  dividend payment date , o r be cumulative, and we will have no
obligation to  pay any dividend fo r that dividend period, whether o r no t our Board
of Directo rs o r a duly autho rized committee o f our Board o f Directo rs declares a
dividend on the Preferred Stock fo r any future  dividend period.

 
 The declaration and payment o f future  dividends on the Preferred Stock, as well

as the amount thereo f, are  subject to  the discretion o f our Board o f Directo rs.
The amount and size o f any future  dividends will depend upon our results o f
operations, financial condition, capital levels, cash requirements, future
prospects and o ther facto rs. We are  a ho lding  company that conducts
substantially all o f our operations through our bank and non-bank subsidiaries, and
thus our ability to  declare  and pay dividends on the Preferred Stock depends on
the ability o f our subsidiaries, including  our principal banking  subsidiary, Discover
Bank, to  pay dividends to  us. The ability o f our banking  subsidiaries to  pay
dividends to  us in the future  is subject to  bank regulato ry requirements.

 
 While the Preferred Stock is outstanding , unless, in each case, the full dividends

fo r the preceding  dividend period on all outstanding  shares o f Preferred Stock
have been declared and paid o r declared and a sum suffic ient fo r the payment
thereo f has been set aside:

 

 
• no  dividend will be declared o r paid o r set aside fo r payment and no

distribution will be declared o r made o r set aside fo r payment on any junio r
stock, o ther than:

 

 • a dividend payable  so lely in junio r stock, o r
 

 
• any dividend in connection with the implementation o f a shareho lders’ rights

plan, o r the redemption o r repurchase o f any rights under any such plan;
 

 

• no  shares o f junio r stock shall be repurchased, redeemed o r o therwise
acquired fo r consideration by us, directly o r indirectly (no r shall any monies be
paid to  o r made available  fo r a sinking  fund fo r the redemption o f any such
securities by us) o ther than:

 

 • as a result o f a reclassification o f junio r stock fo r o r into  o ther junio r stock;
 

 
• the exchange o r conversion o f one share o f junio r stock fo r o r into  ano ther

share o f junio r stock;
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• through the use o f the proceeds o f a substantially contemporaneous sale  o f

o ther shares o f junio r stock;
 

 

• purchases, redemptions o r o ther acquisitions o f shares o f the junio r stock in
connection with any employment contract, benefit plan o r o ther similar
arrangement with o r fo r the benefit o f employees, o fficers, directo rs o r
consultants;

 

 
• purchases o f shares o f junio r stock pursuant to  a contractually binding

requirement to  buy junio r stock existing  prio r to  the preceding  dividend
period, including  under a contractually binding  stock repurchase plan;

 

 
• the purchase o f fractional interests in shares o f junio r stock pursuant to  the

conversion o r exchange provisions o f such stock o r the security being
converted o r exchanged; o r

 

 

• the acquisition by us o r any o f our subsidiaries o f reco rd ownership in junio r
stock fo r the beneficial ownership o f any o ther persons (o ther than fo r the
beneficial ownership by us o r any o f our subsidiaries), including  as trustees
o r custodians; and

 

 

• no  shares o f parity stock, if any, shall be repurchased, redeemed o r o therwise
acquired fo r consideration by us, directly o r indirectly (no r shall any monies be
paid to  o r made available  fo r a sinking  fund fo r the redemption o f any such
securities by us), during  a dividend period, o ther than:

 

 
• pursuant to  pro rata o ffers to  purchase all, o r a pro rata po rtion, o f the

Preferred Stock and such parity stock, if any;
 

 • as a result o f a reclassification o f parity stock fo r o r into  o ther parity stock;
 

 
• the exchange o r conversion o f parity stock fo r o r into  o ther parity stock o r

junio r stock;
 

 
• through the use o f the proceeds o f a substantially contemporaneous sale  o f

o ther shares o f parity stock;
 

 
• purchases o f shares o f parity stock pursuant to  a contractually binding

requirement to  buy parity stock existing  prio r to  the preceding  dividend
period, including  under a contractually binding  stock repurchase plan;

 

 
• the purchase o f fractional interests in shares o f parity stock pursuant to  the

conversion o r exchange provisions o f such stock o r the security being
converted o r exchanged; o r

 

 

• the acquisition by us o r any o f our subsidiaries o f reco rd ownership in parity
stock fo r the beneficial ownership o f any o ther persons (o ther than fo r the
beneficial ownership by us o r any o f our subsidiaries), including  as trustees
o r custodians.

 

 

While the Preferred Stock is outstanding , unless the full dividends fo r the
preceding  dividend period on all outstanding  shares o f Preferred Stock have been
declared and paid o r declared and a sum suffic ient fo r the payment thereo f has
been set aside, no  dividend will be
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declared o r paid o r set aside fo r payment and no  distribution will be declared o r
made o r set aside fo r payment on any securities that rank equally with the
Preferred Stock. When dividends are  no t paid in full upon the shares o f Preferred
Stock and parity stock, if any, all dividends declared upon shares o f Preferred
Stock and parity stock, if any, will be declared on a proportional basis so  that the
amount o f dividends declared per share will bear to  each o ther the same ratio  that
accrued dividends fo r the then-current dividend period per share on Preferred
Stock, and accrued dividends, including  any accumulations, if any, on parity
stock, if any, bear to  each o ther.

 
 Dividends on the Preferred Stock will no t be declared, paid o r set aside fo r

payment to  the extent such act would cause us to  fail to  comply with applicable
laws and regulations, including  applicable  capital adequacy guidelines.

 
Dividend Payment Dates Dividends on the Preferred Stock will be payable  when, as, and if declared by our

Board o f Directo rs o r a duly autho rized committee o f our Board o f Directo rs,
quarterly on March 1, June 1, September 1 and December 1 o f each year,
beg inning  on December 1, 2012 (each a “dividend payment date”). If any
dividend payment date  is no t a business day, then the payment will be made on
the next business day without any adjustment to  the amount o f dividends paid.

 
Redemption The Preferred Stock is perpetual and has no  maturity date . We may redeem the

Preferred Stock at our option, (i) in who le o r in part, from time to  time, on any
dividend payment date  on o r after December 1, 2017 o r (ii) in who le but no t in
part, at any time within 90 days fo llowing  a regulato ry capital treatment event (as
defined herein), in each case at a redemption price equal to  $1,000 per share
(equivalent to  $25 per depositary share), plus any declared and unpaid dividends,
without regard to  any undeclared dividends, on the shares o f Preferred Stock
called fo r redemption to , but excluding , the redemption date . If we redeem the
Preferred Stock, the depositary will redeem a proportionate  number o f
depositary shares. Neither the ho lders o f Preferred Stock no r ho lders o f
depositary shares will have the right to  require  the redemption o r repurchase o f
the Preferred Stock.

 
 Any redemption o f the Preferred Stock is subject to  our receipt o f any required

prio r approval by the Board o f Governors o f the Federal Reserve System (the
“Federal Reserve”) and to  the satisfaction o f any conditions set fo rth in the
capital guidelines o r regulations o f the Federal Reserve applicable  to  redemption
of the Preferred Stock. Neither the ho lders o f the Preferred Stock no r the ho lders
o f the related depositary shares will have the right to  require  redemption.

 
Liquidation Rights In the event we liquidate , disso lve o r wind-up our business and affairs, e ither

vo luntarily o r invo luntarily, ho lders o f the Preferred Stock are  entitled to  receive
a liquidating  distribution o f $1,000 per share (equivalent to  $25 per depositary
share), plus any declared and unpaid dividends, without accumulation o f any
undeclared dividends
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befo re we make any distribution o f assets to  the ho lders o f our common stock
or any o ther c lass o r series o f shares o f junio r stock. Distributions will be made
only to  the extent o f Discover’s assets that are  available  after satisfaction o f all
liabilities to  credito rs and subject to  the rights o f ho lders o f any securities ranking
senio r to  the Preferred Stock and pro rata as to  the Preferred Stock and any o ther
shares o f our stock ranking  equally as to  such distribution, if any.

 
Voting  Rights None, except with respect to  autho rizing  o r increasing  the autho rized amount o f

senio r stock, certain changes in the terms o f the Preferred Stock and in the case
o f certain dividend non-payments. See “Description o f Preferred Stock —
Voting  Rights” beg inning  on page S-22. Ho lders o f depositary shares must act
through the depositary to  exercise  any vo ting  rights, as described under
“Description o f Depositary Shares — Voting  the Preferred Stock” beg inning  on
page S-26.

 
Ranking Shares o f the Preferred Stock will rank senio r to  our common stock, and at least

equally with each o ther series o f our preferred stock, if any, we may issue if
provided fo r in the certificate  o f designations relating  to  such preferred stock o r
o therwise (except fo r any senio r series that may be issued with the requisite
consent o f the ho lders o f the Preferred Stock and all o ther parity stock, if any),
with respect to  the payment o f dividends and distributions upon liquidation,
disso lution o r winding  up. See “Description o f Preferred Stock—Other Preferred
Stock.” We will generally be able  to  pay dividends and distributions upon
liquidation, disso lution o r winding  up only out o f lawfully available  assets fo r such
payment after satisfaction o f all c laims fo r indebtedness and o ther non-equity
claims.

 
No Maturity The Preferred Stock does no t have any maturity date , and we are  no t required to

redeem the Preferred Stock. According ly, the Preferred Stock will remain
outstanding  indefinite ly, unless and until we decide to  redeem it and receive prio r
approval o f the Federal Reserve to  do  so .

 
Preemptive and Conversion Rights None.
 
Listing Application will be made to  list the depositary shares on the NYSE under the

symbol “DFSPrB”. If the application is approved, we expect trading  o f the
depositary shares on the NYSE to  commence within a 30-day period after the
o rig inal issuance date  o f the depositary shares.

 
Tax Consequences For discussion o f the tax consequences relating  to  the Preferred Stock and the

depositary shares, see the section entitled “United States Federal Income Tax
Consequences” beg inning  on page S-31 in this prospectus supplement.

 
Use o f Proceeds We estimate that the net proceeds o f this o ffering  will be approximately $486.4

million ($559.0 million if the underwriters exercise  their over-allo tment option in
full and the over-allo tment
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shares are  so ld to  retail investo rs), after deducting  underwriting  commissions and
estimated o ffering  expenses payable  by us. We expect to  use the net proceeds
from the sale  o f our depositary shares fo r general co rporate  purposes, which
may include: advances to  our subsidiaries to  finance their activities, repayment o f
outstanding  indebtedness and repurchases and redemptions o f issued and
outstanding  securities o f Discover Financial Services and its subsidiaries. The
precise  amounts and timing  o f our use o f the net proceeds will depend upon our
and our subsidiaries’ funding  requirements and the availability o f o ther funds.
Pending  such use, we intend to  invest the net proceeds in interest-bearing
investment-g rade securities and bank deposits.

 
Risk Factors Please refer to  the section entitled “Risk Facto rs” beg inning  on page S-11 and

o ther info rmation included o r inco rporated by reference in this prospectus
supplement and the accompanying  prospectus fo r a discussion o f facto rs you
should consider carefully befo re deciding  to  invest in our depositary shares.

 
Depositary, Transfer Agent & Reg istrar Computershare Shareowner Services LLC will be the depositary, transfer agent

and reg istrar fo r the Preferred Stock.
 

 
S-9



Table of  Contents

Summary Conso lidated Financial Information

The table  below sets fo rth summary conso lidated financial info rmation fo r the periods indicated. This info rmation is derived
from the financial statements we have inco rporated by reference into  this prospectus supplement and the accompanying
prospectus. You should read it together with our histo rical conso lidated financial statements and the related no tes inco rporated by
reference into  this prospectus supplement and the accompanying  prospectus and “Management’s Discussion and Analysis o f
Financial Condition and Results o f Operations” in our Annual Report on Form 10-K fo r the fiscal year ended November 30, 2011
and in our Quarterly Reports on Form 10-Q fo r the quarterly periods ended February 29, 2012, May 31, 2012 and August 31, 2012,
all o f which are  inco rporated by reference into  this prospectus supplement and the accompanying  prospectus. See “Where You
Can Find More Info rmation” and “Documents Inco rporated by Reference” on page S-45. Our histo rical results are  no t necessarily
indicative o f our future  results.
 

  
For the  nine  months

e nde d August 31,   
For the  ye ars  e nde d

Nove mbe r 30,  
  2012   2011   2011   2010   2009  
  (dollars  in thousands)  
Statement o f Income Data:      
Interest income  $ 4 ,997,146   $ 4 ,725,334    $ 6,345,139   $ 6,146,218   $ 3,145,080  
Interest expense   1,019,109    1,124 ,760    1,484 ,552    1,582,988    1,251,284   
Net interest income   3,978,037    3,600,574     4 ,860,587    4 ,563,230    1,893,796  
Other income   1,676,893    1,658,431    2,205,174     2,094 ,999    4 ,840,595  
Revenue net o f interest expense   5,654 ,930    5,259,005    7,065,761    6,658,229    6,734 ,391  
Provision fo r loan lo sses   510,401    692,763    1,013,350    3,206,705    2,362,405  
Other expense   2,251,402    1,872,699    2,541,167    2,182,665    2,251,088  
Income befo re income tax expense   2,893,127    2,693,543    3,511,244     1,268,859    2,120,898  
Income tax expense   1,098,844     979,414     1,284 ,536    504 ,071    844 ,713  
Income from continuing  operations   1,794 ,283    1,714 ,129    2,226,708    764 ,788    1,276,185  
Net income  $ 1,794 ,283   $ 1,714 ,129   $ 2,226,708   $ 764 ,788   $ 1,276,185  
Net income allocated to  common

stockho lders  $ 1,776,770   $ 1,694 ,636   $ 2,201,759   $ 667,938   $ 1,206,965  
Statement o f Financial Condition

Data (as o f):      
Loan receivables  $59,157,512   $54 ,082,451   $57,336,935   $48,836,413   $23,625,084   
To tal assets  $73,908,664    $ 65,725,667   $68,783,937   $60,784 ,968   $46,020,987  
To tal stockho lders’ equity  $ 9,145,913   $ 8,005,916   $ 8,242,211   $ 6,456,846   $ 8,435,547  
Allowance fo r loan lo sses  $ 1,687,664    $ 2,273,058   $ 2,205,196   $ 3,304 ,118   $ 1,757,899  
Long-term borrowings  $19,246,113   $ 17,718,200   $18,287,178   $ 17,705,728   $ 2,428,101  
Ratios:      
Return on average equity   27%   31%   30%   12%   17% 
Return on average assets   3%   3%   3%   1%   3% 
Average stockho lders’ equity to

average to tal assets   13%   12%   12%   11%   18% 
Selected Statistics:
(Total Loan Receivables)      
Net principal charge-o ff rate   2.39%   4 .41%   3.99%   7.57%   7.45% 
Delinquency rate  (over 30 days)   1.71%   2.35%   2.30%   3.89%   4 .92% 
Delinquency rate  (over 90 days)   0.81%   1.17%   1.14%   2.04%   2.58% 
 
(1) Amounts as o f and fo r the years ended November 30, 2011 and 2010 include securitized loans as a result o f the conso lidation

of the securitization trusts re lated to  a change in accounting  principle  on December 1, 2009. Amounts prio r to  December 1,
2009 do  no t include securitized loans.

(2) The year ended November 30, 2009 includes $1.9 billion pretax ($1.2 billion after tax) o f income related to  the settlement o f
our antitrust litigation with Visa and MasterCard.

(3) The nine months ended August 31, 2012 and 2011 and the year ended November 30, 2011 include $3.1 billion o f student loan
receivables acquired in connection with the acquisition o f The Student Loan Corporation in December 2010 and the nine months
ended August 31, 2012 and the year ended November 30, 2011 include $2.4  billion o f student loan receivables acquired from
Citibank, N.A. acquired in September 2011.
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RISK FACTORS

Investing in the depositary shares involves risks, including the risks described below that are specific to the depositary shares and
the Preferred Stock and those that could affect us and our business. You should not purchase shares of our depositary shares unless you
understand these investment risks. Please be aware that other risks may prove to be important in the future. New risks may emerge at any
time, and we cannot predict such risks or estimate the extent to which they may affect our financial performance. Before purchasing any
depositary shares, you should consider carefully the risks and other information in this prospectus supplement and the accompanying
prospectus and carefully read the risks described in the documents incorporated by reference in this prospectus supplement and the
accompanying prospectus, including the discussions under “Item 1A — Risk Factors” in our Annual Report on Form 10-K for the fiscal
year ended November 30, 2011 and our Quarterly Report on Form 10-Q for the quarterly period ended May 31, 2012, as such
discussions may be amended or updated in other reports filed by us with the SEC.

Risks Relating  to  the Depositary Shares and the Preferred Stock
You are making an investment decision about both the depositary shares and the Preferred Stock, which are different securities.

As described in this prospectus supplement, we are  issuing  depositary shares representing  fractional interests in shares o f
Preferred Stock. The depositary will re ly so lely on the payments it receives on the Preferred Stock to  fund all payments on the
depositary shares. You should carefully review the info rmation in this prospectus supplement and the accompanying  prospectus
regarding  bo th o f these securities since their rights and privileges are  different.

The Preferred Stock will be an equity security and will be subordinate to our existing and future indebtedness.
The shares o f Preferred Stock will be equity interests in Discover and will no t constitute  indebtedness. This means that the

depositary shares, which represent fractional interests in the shares o f Preferred Stock, will rank junio r to  all existing  and future
indebtedness and o ther non-equity claims on Discover with respect to  assets available  to  satisfy claims on Discover, including  claims in
the event o f our liquidation. As o f August 31, 2012 our to tal liabilities, including  deposits, securitized debt obligations and o ther debt,
was approximately $64 .8 billion and we may incur additional indebtedness in the future . Discover’s existing  and future  indebtedness
may restric t payment o f dividends on the Preferred Stock.

Additionally, unlike indebtedness, where principal and interest customarily are  payable  on specified due dates, in the case o f
preferred stock like the Preferred Stock, (1) dividends will be payable  only if declared by our Board o f Directo rs o r a duly autho rized
committee o f the Board o f Directo rs, (2) dividends will no t accumulate  if they are  no t declared and (3) as a Delaware co rporation, we
may make dividend payments and redemption payments only out o f funds legally available  under Delaware law. Also , as a bank ho lding
company, our ability to  declare  and pay dividends and redeem the Preferred Stock is dependent on certain federal regulato ry
considerations. Further, the Preferred Stock places no  restric tions on our business o r operations o r on our ability to  incur indebtedness
o r engage in any transactions, subject only to  the limited vo ting  rights referred to  below under “Description o f Preferred Stock —
Voting  Rights” on page S-22 o f this prospectus supplement.

Dividends on the Preferred Stock are discretionary and non-cumulative, are subject to approval by our regulators, and may not be paid
if such payment will result in our failure to comply with all applicable laws and regulations.

Dividends on the Preferred Stock are  discretionary and will no t be cumulative. If our Board o f Directo rs o r a duly autho rized
committee o f the Board o f Directo rs does no t declare  a dividend on the Preferred Stock in respect o f a dividend period, then no
dividend shall be deemed to  have accrued fo r such dividend period, be payable  on the applicable  dividend payment date  o r be
cumulative, and we will have no  obligation to  pay any
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dividend fo r that dividend period, whether o r no t our Board o f Directo rs o r a duly autho rized committee o f the Board o f Directo rs
declares a dividend on the Preferred Stock fo r any future  dividend period.

In addition, as a bank ho lding  company, banking  laws and regulations and our banking  regulato rs may limit our ability to  pay
dividends on the Preferred Stock. Fo r example, our ability to  make capital distributions, including  our ability to  pay dividends on the
Preferred Stock, is subject to  the Federal Reserve’s review o f and non-objection to  our annual capital plan. In addition, the Federal
Reserve may provide no tice at any time o f its objection to  a capital distribution even if the distribution was included in a capital plan that
had received a non-objection, which could limit our ability to  pay dividends on the Preferred Stock. Further, current o r future  regulato ry
initiatives may require  us to  ho ld more capital in the future . In particular, while  the impact o f many o f its provisions are  no t yet known,
the Dodd-Frank Wall Street Refo rm and Consumer Pro tection Act requires federal banking  agencies to  establish more stringent risk-
based capital guidelines and leverage limits applicable  to  banks and bank ho lding  companies, and especially those institutions with
conso lidated assets equal to  o r g reater than $50 billion. The Federal Reserve, the Office o f the Comptro ller o f the Currency and the
FDIC released in June 2012 three proposed rules (the “NPRs”) that would substantially revise  the federal banking  agencies’ current
capital rules and implement the Basel Committee on Banking  Supervision’s December 2010 regulato ry capital refo rms, known as Basel
III. The NPRs set fo rth the proposed criteria fo r qualifying  additional Tier 1 capital instruments consistent with Basel III, including  the
requirement that any dividends on such instruments only be paid out o f the banking  o rganization’s net income and retained earnings.
These requirements, and any o ther regulations o r capital distribution constraints, could adversely affect our ability to  pay dividends o r
may result in additional limitations on our ability to  pay dividends o r redeem shares o f our Preferred Stock and therefo re your ability to
receive distributions on the depositary shares.

The Preferred Stock and the depositary shares will initially be rated below investment grade.
Neither the Preferred Stock no r the depositary shares will initially be investment g rade-rated, and there  can be no  assurance that

the rating  o f e ither will become investment g rade in the future  o r o therwise be upgraded. Further, the depositary shares may be subject
to  a higher risk o f price vo latility than similar, higher-rated securities. In addition, increases in leverage o r deterio rating  outlooks fo r an
issuer, o r vo latile  markets, could lead to  continued significant deterio ration in market prices o f below-investment g rade rated
securities, such as the depositary shares.

Ratings only reflect the views o f the issuing  rating  agency o r agencies and such ratings could at any time be revised downward o r
withdrawn entirely at the discretion o f the issuing  rating  agency. Further, a rating  is no t a recommendation to  purchase, sell o r ho ld any
particular security, including  the depositary shares. In addition, ratings do  no t reflect market prices o r suitability o f a security fo r a
particular investo r and any rating  o f the depositary shares o r the Preferred Stock may no t reflect all risks related to  the Company and its
business, o r the structure  o r market value o f the depositary shares.

The Preferred Stock may be junior in rights and preferences to our future preferred stock, including senior stock authorized and issued
without your consent.

The Preferred Stock may rank junio r to  preferred stock issued in the future  that by its terms is expressly senio r in rights and
preferences to  the Preferred Stock. It is possible  that we may autho rize and issue such shares with the affirmative vo te  o r consent o f
the ho lders o f at least two-thirds o f all outstanding  shares o f the Preferred Stock as described under “Description o f Preferred Stock —
Voting  Rights”. In addition, the terms o f any o f our future  preferred stock expressly senio r to  the Preferred Stock may restric t dividend
payments on the Preferred Stock, except fo r dividends payable  so lely in shares o f the Preferred Stock. Unless full dividends fo r all o f
our outstanding  preferred stock senio r to  the Preferred Stock have been declared and paid o r set aside fo r payment, no  dividends will
be declared o r paid and no  distribution will be made on any shares o f the Preferred Stock, and no  shares o f the Preferred Stock may be
repurchased, redeemed, o r o therwise acquired by us, directly o r indirectly, fo r consideration. This could result in dividends on the
Preferred Stock no t being  paid when due to  you.
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The Preferred Stock may be redeemed at our option, and you may not be able to reinvest the redemption price you receive in a similar
security.

Subject to  the approval o f the Federal Reserve, at our option, we may redeem the Preferred Stock in who le, but no t in part, at any
time within 90 days fo llowing  a “regulato ry capital treatment event,” such as a proposed change in law o r regulation after the initial
issuance date  with respect to  whether the Preferred Stock qualifies as a Tier 1 capital instrument. We may also  redeem the Preferred
Stock at our option, e ither in who le o r in part, on any dividend payment date  on o r after December 1, 2017 subject to  the approval o f
the Federal Reserve. If we redeem the Preferred Stock, you may no t be able  to  reinvest the redemption price you receive in a similar
security. See “Description o f Preferred Stock — Redemption — Redemption Fo llowing  a Regulato ry Capital Treatment Event” fo r
more info rmation on redemption o f the Preferred Stock.

Investors should not expect us to redeem the Preferred Stock on the date it becomes redeemable or on any particular date after it
becomes redeemable.

The Preferred Stock is a perpetual equity security. This means that it has no  maturity o r mandato ry redemption date  and is no t
redeemable at the option o f the ho lders o f the Preferred Stock o r the ho lders o f the depositary shares o ffered by this prospectus
supplement. The Preferred Stock may be redeemed by us at our option, e ither in who le o r in part, on any dividend payment date  on o r
after December 1, 2017. The Preferred Stock may also  be redeemed by us at our option at any time in who le, but no t in part, upon the
occurrence o f a “regulato ry capital treatment event” as described herein. Any decision we may make at any time to  propose a
redemption o f the Preferred Stock will depend upon, among  o ther things, our evaluation o f our capital position, the composition o f our
stockho lders’ equity and general market conditions at that time.

Our right to  redeem the Preferred Stock is subject to  limitations. Under the Federal Reserve’s risk-based capital guidelines
applicable  to  bank ho lding  companies, any redemption o f the Preferred Stock is subject to  prio r approval o f the Federal Reserve. We
canno t assure you that the Federal Reserve will approve any redemption o f the Preferred Stock that we may propose.

Our ability to receive dividends from our subsidiaries could affect our liquidity and ability to pay dividends.
We are a ho lding  company that conducts substantially all o f our operations through our bank and non-bank subsidiaries. Our ability

to  declare  and pay dividends on our Preferred Stock, make payments on co rporate  debt securities and meet o ther obligations is
primarily dependent on the receipt o f dividends from our direct and indirect subsidiaries, including  our bank subsidiaries. There are
various federal law limitations on the extent to  which our bank subsidiaries can finance o r o therwise supply funds to  us through dividends
and loans. These limitations include minimum regulato ry capital requirements, federal banking  law requirements concerning  the
payment o f dividends out o f net pro fits o r surplus, Sections 23A and 23B o f the Federal Reserve Act and Regulation W governing
transactions between an insured deposito ry institution and its affiliates, as well as general federal regulato ry oversight to  prevent unsafe
o r unsound practices. If our subsidiaries’ earnings are  no t suffic ient to  make dividend payments to  us while  maintaining  adequate  capital
levels, our liquidity may be affected and we may no t be able  to  make dividend payments to  our ho lders o f the Preferred Stock, to
make payments on outstanding  co rporate  debt securities o r meet o ther obligations, each and any o f which could have a material
adverse impact on our results o f operations, financial position o r perception o f financial health.

In addition, our right to  partic ipate  in any distribution o f assets from any o f our subsidiaries upon that subsidiary’s liquidation o r
o therwise is subject to  the prio r c laims o f credito rs o f that subsidiary, except to  the extent that we are  recognized as a credito r o f that
subsidiary. As a result, the Preferred Stock will be effectively subordinated to  all existing  and future  liabilities o f our subsidiaries. You
should look only to  the assets o f Discover as the source o f payment fo r the Preferred Stock.
 

S-13



Table of  Contents

If we are not paying full dividends on any outstanding parity stock, we will not be able to pay full dividends on the Preferred Stock.
When dividends are  no t paid in full upon the Preferred Stock and parity stock, if any, all dividends declared upon the Preferred

Stock and parity stock, if any, will be declared on a proportional basis so  that the amount o f dividends declared per share will bear to
each o ther the same ratio  that accrued dividends fo r the then-current dividend period per share on Preferred Stock, and accrued
dividends, including  any accumulations, if any, on parity stock, if any, bear to  each o ther. Therefo re, if we are  no t paying  full dividends
on any outstanding  parity stock, we will no t be able  to  pay full dividends on the Preferred Stock.

Holders of the Preferred Stock and the depositary shares will have limited voting rights.
Holders o f the Preferred Stock will have no  vo ting  rights with respect to  matters that generally require  the approval o f vo ting

shareho lders. Ho lders o f the Preferred Stock will have vo ting  rights only with respect to  autho rizing  o r increasing  the amount o f any
equity security ranking  senio r to  the Preferred Stock, certain changes in terms o f the Preferred Stock, certain dividend non-payments
and as o therwise required by applicable  law. See “Description o f Preferred Stock — Voting  Rights” on page S-22 o f this prospectus
supplement. Ho lders o f depositary shares must act through the depositary to  exercise  any vo ting  rights o f the Preferred Stock.

Offerings of debt, which are senior to our Preferred Stock upon liquidation, may adversely affect the market price of our depositary
shares.

We may attempt to  increase our capital resources in the future  o r, if regulato ry capital ratio s fall below the required minimums, we
could be fo rced to  raise  additional capital by making  additional o fferings o f debt o r equity securities, including  senio r o r subordinated
no tes, preferred stock and common stock. Upon liquidation, ho lders o f our debt securities and lenders with respect to  o ther
borrowings will receive distributions o f our available  assets prio r to  the ho lders o f our Preferred Stock and depositary shares.

We cannot assure you that a liquid trading market for the depositary shares will develop, and you may find it difficult to sell your
depositary shares.

Application will be made to  list the depositary shares on the NYSE under the symbol “DFSPrB”. However, there  is no  guarantee
that we will be able  to  list the depositary shares. If the application is approved, we expect trading  o f the depositary shares on the NYSE
to  commence within the 30-day period after the o rig inal issuance date . Even if the depositary shares are  listed, there  may be little  o r no
secondary market fo r the depositary shares. The underwriters have advised us that they intend to  make a market in the depositary
shares. However, they are  no t obligated to  do  so  and may discontinue any market making  in the depositary shares at any time in their
so le  discretion. Even if a secondary market fo r the depositary shares develops, it may no t provide significant liquidity and transaction
costs in any secondary market could be high. As a result, the difference between bid and asked prices in any secondary market could be
substantial. We canno t assure you that you will be able  to  sell your depositary shares at a particular time o r that the price you receive
when you sell will be favorable .

General market conditions and unpredictable factors could adversely affect market prices for the depositary shares.
Future trading  prices o f the depositary shares will depend on many facto rs, including :

 

 •  whether we declare  o r fail to  declare  dividends on the Preferred Stock from time to  time;
 

 
•  our operating  perfo rmance, financial condition and prospects, o r the operating  perfo rmance, financial condition and

prospects o f our competito rs;
 

 •  our creditworthiness;
 

 
•  the ratings g iven to  our securities by credit-rating  agencies, including  the ratings g iven to  the Preferred Stock o r depositary

shares;
 

S-14



Table of  Contents

 •  prevailing  interest rates;
 

 •  developments in the securities, credit and housing  markets, and developments with respect to  financial institutions generally;
 

 •  economic, financial, geopo litical, regulato ry o r judicial events affecting  us o r the financial markets generally; and
 

 •  the market fo r similar securities.

According ly, the depositary shares may trade at a discount to  the price per share paid fo r such shares even if a secondary market
fo r the depositary shares develops.

Holders of depositary shares may be unable to use the dividends-received deduction and may not be eligible for the preferential tax
rates applicable to “qualified dividend income.”

Distributions paid to  co rporate  U.S. ho lders, as defined below, o f depositary shares out o f distributions on the Preferred Stock
may be elig ible  fo r the dividends-received deduction, and distributions paid to  non-co rporate  U.S. ho lders o f the depositary shares may
be subject to  tax at the preferential tax rates applicable  to  “qualified dividend income,” if we have current o r accumulated earnings and
pro fits, as determined fo r U.S. federal income tax purposes. See the “United States Federal Income Tax Consequences” section
beg inning  on page S-31 o f this prospectus supplement. If any distributions on the Preferred Stock with respect to  any fiscal year fail to
qualify as dividends fo r federal income tax purposes, U.S. ho lders would be unable  to  use the dividends-received deduction and may
no t be elig ible  fo r the preferential tax rates applicable  to  “qualified dividend income.” If that were to  occur, the market value o f the
depositary shares may decline.

Additional issuances of preferred stock or securities convertible into preferred stock may dilute existing holders of our depositary
shares.

We may, in the future , determine that it is advisable , o r we may encounter c ircumstances where we determine it is necessary, to
issue additional shares o f preferred stock, securities convertible  into , exchangeable  fo r o r that represent an interest in preferred stock,
o r preferred stock-equivalent securities. Our Board o f Directo rs is autho rized to  cause us to  issue one o r more classes o r series o f
preferred stock from time to  time without any action on the part o f the stockho lders. Our Board o f Directo rs also  has the power,
without stockho lder approval, to  set the terms o f any such classes o r series o f preferred stock that may be issued, including  vo ting
rights, dividend rights, and preferences over our Preferred Stock with respect to  dividends o r upon our disso lution, winding  up and
liquidation and o ther terms. Though the approval o f ho lders o f depositary shares representing  interests in the Preferred Stock will be
needed to  issue any equity security ranking  above the Preferred Stock (See “Description o f Preferred Stock — Voting  Rights” and
“Description o f Depositary Shares — Voting  the Preferred Stock”), if we issue preferred stock in the future  that has preference over
our Preferred Stock with respect to  the payment o f dividends o r upon liquidation, o r if we issue preferred stock with vo ting  rights that
dilute  the vo ting  power o f the Preferred Stock o r depositary shares, the rights o f ho lders o f the depositary shares o r the market price
o f our depositary shares could be adversely affected. The market price o f the depositary shares could decline as a result o f future
o fferings, as well as sales o f one o r more large blocks o f depositary shares, Preferred Stock o r similar securities in the market after
this o ffering  o r future  o fferings, o r the perception that such sales could occur.
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USE OF PROCEEDS

We estimate that the net proceeds o f this o ffering  will be approximately $486.4  million ($559.0 million if the underwriters
exercise  their over-allo tment option in full and the over-allo tment shares are  so ld to  retail investo rs), after deducting  underwriting
commissions and estimated o ffering  expenses payable  by us. We expect to  use the net proceeds from the sale  o f our depositary
shares fo r general co rporate  purposes, which may include: advances to  our subsidiaries to  finance their activities, repayment o f
outstanding  indebtedness and repurchases and redemptions o f issued and outstanding  securities o f Discover Financial Services and its
subsidiaries. The precise  amounts and timing  o f our use o f the net proceeds will depend upon our and our subsidiaries’ funding
requirements and the availability o f o ther funds. Pending  such use, we intend to  invest the net proceeds in interest-bearing  investment-
g rade securities and bank deposits.
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RATIO OF EARNINGS TO FIXED CHARGES AND PREFERRED DIVIDENDS

Our histo rical ratio s o f earnings to  fixed charges fo r the periods indicated are  set fo rth in the table  below. The ratio  o f earnings to
fixed charges is computed by dividing  (1) income from continuing  operations befo re income taxes, fixed charges and lo sses from
unconso lidated investees by (2) to tal fixed charges. Fo r purposes o f computing  these ratio s, fixed charges consist o f interest
expense and an estimated interest po rtion o f rental expense.
 

   
For the  Nine

Months  Ende d    
For the  Fisc al Ye ar Ende d

Nove mbe r 30,  

   
August 31,

2012    
August 31,

2011    2011    2010    2009    2008    2007  
Ratio  o f Earnings to  Fixed Charges    3.8x     3.4x     3.4x     1.8x     2.7x     2.3x     2.2x  
Ratio  o f Earnings to  Fixed Charges and Preferred Stock

requirements    3.8x     3.4x     3.4x     1.8x     2.6x     2.3x     2.2x  
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DESCRIPTION OF PREFERRED STOCK

You should read the following description of the Preferred Stock along with the “Description of Capital Stock” beginning on page
17 of the accompanying prospectus. This description of the Preferred Stock is qualified by the Certificate of Designations relating to the
Preferred Stock (the “Certificate of Designations”), and where this description is inconsistent with the description of the Preferred Stock
contained in the accompanying prospectus or the description of the Preferred Stock in the Certificate of Designations, the Certificate of
Designations will control.

General
The Preferred Stock is a sing le  series o f our autho rized preferred stock. We are  o ffering  20,000,000 depositary shares

(23,000,000 depositary shares if the underwriters exercise  their over-allo tment option in full), representing  500,000 shares o f the
Preferred Stock (575,000 shares o f the Preferred Stock if the underwriters exercise  their over-allo tment option in full) in the aggregate
by this prospectus supplement and the accompanying  prospectus. Shares o f the Preferred Stock, upon issuance against full payment o f
the purchase price fo r the depositary shares, will be fully paid and nonassessable . The depositary will be the so le  ho lder o f shares o f the
Preferred Stock. The ho lders o f depositary shares will be required to  exercise  their proportional rights in the Preferred Stock through
the depositary, as described in the section entitled “Description o f Depositary Shares” beg inning  on page S-25 in this prospectus
supplement.

Shares o f the Preferred Stock will rank senio r to  our common stock and at least equally with each o ther series o f preferred stock
we may issue if provided fo r in the certificate  o f designations relating  to  such preferred stock o r o therwise (except fo r any senio r
stock that may be issued with the requisite  consent o f the ho lders o f the Preferred Stock and all o ther parity stock, if any), with respect
to  the payment o f dividends and distributions o f assets upon liquidation, disso lution o r winding  up. See “— Other Preferred Stock”
below. In addition, we will generally be able  to  pay dividends and distributions upon liquidation, disso lution o r winding  up only out o f
lawfully available  assets fo r such payment (after satisfaction o f all c laims fo r indebtedness and o ther non-equity claims).

The Preferred Stock will no t be convertible  into , o r exchangeable  fo r, shares o f any o ther c lass o r series o f stock o r o ther
securities o f ours. The Preferred Stock has no  stated maturity and will no t be subject to  any sinking  fund o r o ther obligation o f ours to
redeem o r repurchase the Preferred Stock.

We reserve the right to  re-open this series and issue additional shares o f the Preferred Stock either through public  o r private  sales
at any time and from time to  time. The additional shares would fo rm a sing le  series with the Preferred Stock o ffered by this prospectus
supplement. In addition, we may from time to  time, without no tice to  o r consent o f ho lders o f the Preferred Stock, issue additional
shares o f preferred stock that rank equally with o r junio r to  the Preferred Stock.

Dividends
Dividends on the Preferred Stock will no t be cumulative. If our Board o f Directo rs o r a duly autho rized committee o f the Board o f

Directo rs does no t declare  a dividend on the Preferred Stock in respect o f a dividend period, then no  dividend shall be deemed to  have
accrued fo r such dividend period, be payable  on the applicable  dividend payment date , o r be cumulative, and we will have no  obligation
to  pay any dividend fo r that dividend period, whether o r no t our Board o f Directo rs o r a duly autho rized committee o f our Board o f
Directo rs declares a dividend on the Preferred Stock fo r any future  dividend period. Ho lders o f Preferred Stock will be entitled to
receive, when, as, and if declared by our Board o f Directo rs o r a duly autho rized committee o f the Board o f Directo rs, out o f assets
legally available  fo r the payment o f dividends under Delaware law, non-cumulative cash dividends based on the liquidation preference
of the Preferred Stock at a rate  equal to  6.50% per annum fo r each quarterly dividend period from, and including , the o rig inal issue date
o f the depositary shares to , but excluding ,
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the redemption date  o f the Preferred Stock, if any. In the event that we issue additional shares o f Preferred Stock after the o rig inal issue
date , dividends on such shares will accrue from the later o f such o rig inal issue date  o r the dividend payment date , if any, immediately
prio r to  the o rig inal issue date  o f such additional shares; provided however that dividends on additional shares issued pursuant to  the
underwriters’ over-allo tment option will accrue from the o rig inal issue date  o f the shares issued in this o ffering .

If declared by our Board o f Directo rs o r a duly autho rized committee o f our Board o f Directo rs, we will pay dividends on the
Preferred Stock quarterly in arrears, on March 1, June 1, September 1 and December 1 o f each year, beg inning  on December 1, 2012,
each such date  referred to  as a dividend payment date . If any dividend payment date  is no t a business day, then the payment will be
made on the next business day without any adjustment to  the amount o f dividends paid. A business day means any weekday that is no t a
legal ho liday in New York, New York, and is no t a day on which banking  institutions in New York, New York, are  closed.

Dividends will be payable  to  ho lders o f reco rd o f Preferred Stock as they appear on our stock reg ister on the applicable  reco rd
date , which shall be the 15  calendar day befo re the applicable  dividend payment date , o r such o ther reco rd date , no t exceeding  30
calendar days befo re the applicable  payment date , as shall be fixed by our Board o f Directo rs o r a duly autho rized committee o f our
Board o f Directo rs. The co rresponding  reco rd dates fo r the depositary shares will be the same as the reco rd dates fo r the Preferred
Stock.

A dividend period is the period from, and including , a dividend payment date  to , but excluding , the next dividend payment date ,
except that the initial dividend period will commence on and include the o rig inal issue date  o f the Preferred Stock. Dividends payable  on
the Preferred Stock will be computed on the basis o f a 360-day year consisting  o f twelve 30-day months. Do llar amounts resulting
from that calculation will be rounded to  the nearest cent, with one-half cent being  rounded upward. Dividends on the Preferred Stock will
cease to  accrue on the redemption date , if any, as described below under “— Redemption,” on page S-20, unless we default in the
payment o f the redemption price o f the shares o f the Preferred Stock called fo r redemption.

Our ability to  pay dividends on the Preferred Stock depends on the ability o f our subsidiaries, including  our principal banking
subsidiary, Discover Bank, to  pay dividends to  us. The ability o f our banking  subsidiaries to  pay dividends to  us in the future  is subject to
bank regulato ry requirements and capital guidelines.

So  long  as any share o f Preferred Stock remains outstanding , (1) no  dividend shall be declared o r paid o r set aside fo r payment
and no  distribution shall be declared o r made o r set aside fo r payment on any junio r stock (o ther than (i) a dividend payable  so lely in
junio r stock o r (ii) any dividend in connection with the implementation o f a shareho lders’ rights plan, o r the redemption o r repurchase o f
any rights under any such plan), (2) no  shares o f junio r stock shall be repurchased, redeemed o r o therwise acquired fo r consideration by
us, directly o r indirectly (o ther than (i) as a result o f a reclassification o f junio r stock fo r o r into  o ther junio r stock, (ii) the exchange o r
conversion o f one share o f junio r stock fo r o r into  ano ther share o f junio r stock, (iii) through the use o f the proceeds o f a substantially
contemporaneous sale  o f o ther shares o f junio r stock, (iv) purchases, redemptions o r o ther acquisitions o f shares o f the junio r stock in
connection with any employment contract, benefit plan o r o ther similar arrangement with o r fo r the benefit o f employees, o fficers,
directo rs o r consultants, (v) purchases o f shares o f junio r stock pursuant to  a contractually binding  requirement to  buy junio r stock
existing  prio r to  the preceding  dividend period, including  under a contractually binding  stock repurchase plan, (vi) the purchase o f
fractional interests in shares o f junio r stock pursuant to  the conversion o r exchange provisions o f such stock o r the security being
converted o r exchanged o r (vii) the acquisition by us o r any o f our subsidiaries o f reco rd ownership in junio r stock fo r the beneficial
ownership o f any o ther persons (o ther than fo r the beneficial ownership by us o r any o f our subsidiaries), including  as trustees o r
custodians, no r shall any monies be paid to  o r made available  fo r a sinking  fund fo r the redemption o f any such securities by us) and
(3) no  shares o f parity stock, if any, shall be repurchased, redeemed o r o therwise acquired fo r consideration by us, directly o r
indirectly, during  a dividend period (o ther than (i) pursuant to  pro rata offers to  purchase all, o r a pro rata portion, o f the Preferred
Stock and such parity stock, if any, (ii) as a result o f a reclassification o f parity stock fo r o r into  o ther parity stock, (iii) the exchange o r
conversion o f parity stock fo r o r into  o ther parity stock o r junio r stock, (iv) through the use o f the proceeds o f a substantially
contemporaneous sale  o f o ther shares o f parity stock, (v) purchases o f shares o f parity stock pursuant to  a contractually binding
requirement to  buy parity
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stock existing  prio r to  the preceding  dividend period, including  under a contractually binding  stock repurchase plan, (vi) the purchase o f
fractional interests in shares o f parity stock pursuant to  the conversion o r exchange provisions o f such stock o r the security being
converted o r exchanged o r (vii) the acquisition by us o r any o f our subsidiaries o f reco rd ownership in parity stock fo r the beneficial
ownership o f any o ther persons (o ther than fo r the beneficial ownership by us o r any o f our subsidiaries), including  as trustees o r
custodians, no r shall any monies be paid to  o r made available  fo r a sinking  fund fo r the redemption o f any such securities by us) unless,
in each case, the full dividends fo r the preceding  dividend period on all outstanding  shares o f Preferred Stock have been declared and
paid o r declared and a sum suffic ient fo r the payment thereo f has been set aside.

We will no t declare  o r pay o r set apart funds fo r the payment o f dividends on any securities which rank equally with the Preferred
Stock, if any, unless we have paid o r set apart funds fo r the payment o f dividends on the Preferred Stock. When dividends are  no t paid
in full upon the shares o f Preferred Stock and parity stock, if any, all dividends declared upon shares o f Preferred Stock and parity
stock, if any, will be declared on a proportional basis so  that the amount o f dividends declared per share will bear to  each o ther the
same ratio  that accrued dividends fo r the then-current dividend period per share on Preferred Stock, and accrued dividends, including
any accumulations, if any, on parity stock, if any, bear to  each o ther.

As used in this prospectus supplement, “junio r stock” means our common stock and any o ther c lass o r series o f stock o f
Discover hereafter autho rized over which Preferred Stock has preference o r prio rity in the payment o f dividends o r in the distribution o f
assets on any liquidation, disso lution o r winding  up o f Discover.

As used in this prospectus supplement, “parity stock” means any o ther c lass o r series o f stock o f Discover that ranks on a parity
with the Preferred Stock in the payment o f dividends and in the distribution o f assets on any liquidation, disso lution o r winding  up o f
Discover. As o f the date  o f this prospectus supplement, there  is no  parity stock outstanding .

As used in this prospectus supplement, “senio r stock” means any o ther c lass o r series o f stock o f Discover ranking  senio r to  the
Preferred Stock with respect to  payment o f dividends o r the distribution o f assets upon liquidation, disso lution o r winding  up o f
Discover. As o f the date  o f this prospectus supplement, there  is no  senio r stock outstanding .

Subject to  the considerations described above, and no t o therwise, dividends (payable  in cash, stock o r o therwise), as may be
determined by our Board o f Directo rs o r a duly autho rized committee o f the Board o f Directo rs, may be declared and paid on our
common stock and any o ther stock ranking  equally with o r junio r to  the Preferred Stock from time to  time out o f any assets legally
available  fo r such payment, and the ho lders o f Preferred Stock shall no t be entitled to  partic ipate  in any such dividend.

Dividends on the Preferred Stock will no t be declared, paid o r set aside fo r payment to  the extent such act would cause us to  fail
to  comply with applicable  laws and regulations, including  applicable  capital adequacy guidelines.

Redemption
Optional Redemption
The Preferred Stock is no t subject to  any mandato ry redemption, sinking  fund o r o ther similar provisions. We may redeem the

Preferred Stock at our option, in who le o r in part, from time to  time, on any dividend payment date  on o r after December 1, 2017, at a
redemption price equal to  $1,000 per share (equivalent to  $25 per depositary share), plus any declared and unpaid dividends, without
regard to  any undeclared dividends, on the shares o f Preferred Stock called fo r redemption to , but excluding , the redemption date .
Neither the ho lders o f Preferred Stock no r ho lders o f depositary shares will have the right to  require  the redemption o r repurchase o f
the Preferred Stock.
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Redemption Following a Regulatory Capital Treatment Event
We may redeem shares o f the Preferred Stock at any time within 90 days fo llowing  a regulato ry capital treatment event, in who le

but no t in part, at a redemption price equal to  $1,000 per share (equivalent to  $25 per depositary share), plus any declared and unpaid
dividends, without regard to  any undeclared dividends, on the shares o f Preferred Stock called fo r redemption to , but excluding , the
redemption date . A “regulato ry capital treatment event” means the good faith determination by Discover that, as a result o f (i) any
amendment to , o r change (including  any announced prospective change) in, the laws o r regulations o f the United States o r any po litical
subdivision o f o r in the United States that is enacted o r becomes effective after the initial issuance o f any share o f Preferred Stock;
(ii) any proposed change in those laws o r regulations that is announced o r becomes effective after the initial issuance o f any share o f
Preferred Stock; o r (iii) any o ffic ial administrative decision o r judicial decision o r administrative action o r o ther o ffic ial pronouncement
interpreting  o r applying  those laws o r regulations that is announced after the initial issuance o f any share o f Preferred Stock, there  is
more than an insubstantial risk that Discover will no t be entitled to  treat the full liquidation value o f the shares o f Preferred Stock then
outstanding  as “Tier 1 Capital” (o r its equivalent) fo r purposes o f the capital adequacy guidelines o f Federal Reserve Regulation Y (o r,
as and if applicable , the capital adequacy guidelines o r regulations o f any successo r appropriate  federal banking  regulato r o r agency),
as then in effect and applicable , fo r as long  as any share o f Preferred Stock is outstanding . Dividends will cease to  accrue on those
shares on the redemption date . Redemption o f the Preferred Stock is subject to  our receipt o f any required prio r approvals from the
Federal Reserve and to  the satisfaction o f any conditions set fo rth in the capital guidelines o f the Federal Reserve applicable  to  the
redemption o f the Preferred Stock.

Redemption Procedures
If shares o f the Preferred Stock are  to  be redeemed, the no tice o f redemption shall be g iven by first c lass mail to  the ho lders o f

reco rd o f the Preferred Stock to  be redeemed, mailed no t less than 30 days no r more than 60 days prio r to  the date  fixed fo r
redemption thereo f (provided that, if the depositary shares representing  the Preferred Stock are  held in book-entry fo rm through the
Deposito ry Trust Company (“DTC”), we may g ive such no tice in any manner permitted by DTC). Each no tice o f redemption will
include a statement setting  fo rth:
 

 •  the redemption date;
 

 
•  the number o f shares o f the Preferred Stock to  be redeemed and, if less than all the shares held by the ho lder are  to  be

redeemed, the number o f shares o f Preferred Stock to  be redeemed from the ho lder;
 

 •  the redemption price; and
 

 
•  the place o r places where the certificates evidencing  shares o f Preferred Stock are  to  be surrendered fo r payment o f the

redemption price.

On and after the redemption date , dividends will cease to  accrue on shares o f Preferred Stock, and such shares o f Preferred Stock
shall no  longer be deemed outstanding  and all rights o f the ho lders o f such shares will terminate , except the right to  receive the
redemption price plus any declared and unpaid dividends, without regard to  any undeclared dividends, on such shares to , but excluding ,
the redemption date . See “Description o f Depositary Shares” below fo r info rmation about redemption o f the depositary shares relating
to  the Preferred Stock.

In case o f any redemption o f only part o f the shares o f the Preferred Stock at the time outstanding , the shares to  be redeemed
shall be selected either pro rata, by lo t o r in such o ther manner as we may determine to  be equitable . Subject to  the provisions hereo f,
our Board o f Directo rs shall have full power and autho rity to  prescribe the terms and conditions upon which shares o f Preferred Stock
shall be redeemed from time to  time.

Any redemption o f the Preferred Stock is subject to  our receipt o f any required prio r approval by the Federal Reserve and to  the
satisfaction o f any conditions set fo rth in the capital guidelines o r regulations o f the Federal Reserve applicable  to  redemption o f the
Preferred Stock. See “Risk Facto rs — Risks Relating  to  the Depositary Shares and the Preferred Stock — Investo rs should no t expect
us to  redeem the Preferred Stock on the date  it becomes redeemable o r on any particular date  after it becomes redeemable” on page
S-13 in this prospectus supplement.
 

S-21



Table of  Contents

Neither the ho lders o f the Preferred Stock no r the ho lders o f the related depositary shares have the right to  require  the redemption
or repurchase o f the Preferred Stock.

Liquidation Rights
In the event we liquidate , disso lve o r wind-up our business and affairs, e ither vo luntarily o r invo luntarily, ho lders o f the Preferred

Stock are  entitled to  receive a liquidating  distribution o f $1,000 per share (equivalent to  $25 per depositary share), plus any declared
and unpaid dividends, without regard to  any undeclared dividends befo re we make any distribution o f assets to  the ho lders o f our
common stock o r any o ther c lass o r series o f shares ranking  junio r to  the Preferred Stock. Ho lders o f the Preferred Stock will no t be
entitled to  any o ther amounts from us after they have received their full liquidating  distribution. Distributions will be made only to  the
extent o f Discover’s assets that are  available  after satisfaction o f all liabilities to  credito rs and subject to  the rights o f ho lders o f any
securities ranking  senio r to  the Preferred Stock. In addition, the Preferred Stock may be fully subordinated to  interests held by the U.S.
government in the event o f a receivership, inso lvency, liquidation o r similar proceeding  under the “o rderly liquidation autho rity”
provisions o f the Dodd-Frank Wall Street Refo rm and Consumer Pro tection Act.

In any such distribution, if the assets o f Discover are  no t suffic ient to  pay the liquidation preferences plus declared and unpaid
dividends in full to  all ho lders o f the Preferred Stock and all ho lders o f parity stock, if any, as to  such distribution with the Preferred
Stock, the amounts paid to  the ho lders o f Preferred Stock and parity stock, if any, will be paid pro rata in acco rdance with the
respective aggregate  liquidating  distribution owed to  those ho lders. If the liquidation preference plus declared and unpaid dividends has
been paid in full to  all ho lders o f Preferred Stock and parity stock, if any, the ho lders o f our junio r stock shall be entitled to  receive all
remaining  assets o f Discover acco rding  to  their respective rights and preferences.

For purposes o f this section, the merger o r conso lidation o f Discover with any o ther entity, including  a merger o r conso lidation in
which the ho lders o f Preferred Stock receive cash, securities o r property fo r their shares, o r the sale , lease o r exchange o f all o r
substantially all o f the assets o f Discover fo r cash, securities o r o ther property, shall no t constitute  a liquidation, disso lution o r winding
up o f Discover.

Because we are  a ho lding  company, our rights and the rights o f our credito rs and our shareho lders, including  the ho lders o f the
Preferred Stock, to  partic ipate  in the assets o f any o f our subsidiaries upon that subsidiary’s liquidation o r recapitalization may be
subject to  the prio r c laims o f that subsidiary’s credito rs, except to  the extent that we are  a credito r with recognized claims against the
subsidiary.

Voting  Rights
Except as provided below, the ho lders o f the Preferred Stock will have no  vo ting  rights.

Right to Elect Two Directors Upon Nonpayment
If we fail to  pay, o r declare  and set apart fo r payment, dividends on outstanding  shares o f the Preferred Stock fo r six quarterly

dividend periods, whether o r no t consecutive, the number o f directo rs on the Board o f Directo rs shall be increased by two  at our first
annual meeting  o f the shareho lders held thereafter, and at such meeting  and at each subsequent annual meeting  until continuous
noncumulative dividends fo r at least one year on all outstanding  shares o f Preferred Stock entitled thereto  shall have been paid, o r
declared and set apart fo r payment, in full, the ho lders o f shares o f Preferred Stock shall have the right, vo ting  separately as a c lass
together with ho lders o f any o ther equally ranked series o f preferred stock that have similar vo ting  rights, if any, to  e lect such two
additional members o f our Board o f Directo rs to  ho ld o ffice fo r a term o f one year. Upon such payment, o r such declaration and
setting  apart fo r payment, in full, the terms o f the two  additional directo rs so  elected shall fo rthwith terminate , and the number o f
directo rs shall be reduced by two , and such vo ting  right o f the ho lders o f shares o f Preferred Stock shall cease, subject to  increase in
the number o f directo rs as described above and to  revesting  o f such vo ting  right in the event o f each and every additional failure  in the
payment o f dividends fo r six quarterly dividend periods, whether o r no t consecutive, as described above.
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Under regulations adopted by the Federal Reserve, if the ho lders o f any series o f preferred stock are  o r become entitled to  vo te
fo r the election o f directo rs, such series will be deemed a class o f vo ting  securities and a company ho lding  25% or more o f the series,
o r 10% or more if it o therwise exercises a “contro lling  influence” over us, will be subject to  regulation as a bank ho lding  company
under the Bank Ho lding  Company Act o f 1956, as amended (the “BHC Act”). In addition, if the series is deemed a class o f vo ting
securities, any o ther bank ho lding  company will be required to  obtain the prio r approval o f the Federal Reserve under the BHC Act to
acquire  o r re tain more than 5% of that series. Any o ther person (o ther than a bank ho lding  company) will be required to  obtain the non-
objection o f the Federal Reserve under the Change in Bank Contro l Act o f 1978, as amended, to  acquire  o r re tain 10% or more o f that
series. While  we do  no t believe the Preferred Stock are  considered “vo ting  securities” currently, ho lders o f the Preferred Stock should
consult their own counsel with regard to  regulato ry implications. A ho lder o r g roup o f ho lders may also  be deemed to  contro l us if they
own one-third o r more o f our to tal equity, bo th vo ting  and non-vo ting , agg regating  all shares held by such ho lder o r g roup o f ho lders
across all c lasses o f stock.

Other Voting Rights
So  long  as any shares o f Preferred Stock remain outstanding , the affirmative vo te  o r consent o f the ho lders o f at least two-thirds

o f all outstanding  shares o f the Preferred Stock, vo ting  separately as a c lass, shall be required to :
 

 
•  autho rize o r increase the autho rized amount o f, o r issue shares o f, any class o r series o f senio r stock, o r issue any obligation

or security convertible  into  o r evidencing  the right to  purchase any such shares;
 

 

•  amend the provisions o f our Amended and Restated Certificate  o f Inco rporation so  as to  adversely affect the powers,
preferences, privileges o r rights o f the Preferred Stock, taken as a who le; provided, however, that any increase in the
amount o f the autho rized o r issued Preferred Stock o r autho rized common stock o r preferred stock o r the creation and
issuance, o r an increase in the autho rized o r issued amount, o f o ther series o f preferred stock ranking  equally with o r junio r to
the Preferred Stock with respect to  the payment o f dividends (whether such dividends are  cumulative o r non-cumulative) o r
the distribution o f assets upon liquidation, disso lution o r winding  up o f Discover will no t be deemed to  adversely affect the
powers, preferences, privileges o r rights o f the Preferred Stock; o r

 

 

•  consummate a binding  share-exchange o r reclassification invo lving  the Preferred Stock, o r a merger o r conso lidation o f the
Company with o r into  ano ther entity unless (i) the shares o f the Preferred Stock remain outstanding  o r are  converted into  o r
exchanged fo r preference securities o f the new surviving  entity and (ii) the shares o f the remaining  Preferred Stock o r new
preferred securities have terms that are  no t materially less favorable  than the Preferred Stock.

The fo rego ing  vo ting  provisions will no t apply if, at o r prio r to  the time when the act with respect to  which such vo te  would
o therwise be required shall be effected, all outstanding  shares o f Preferred Stock shall have been redeemed.

Without the consent o f the ho lders o f the Preferred Stock, so  long  as such action does no t adversely affect the rights,
preferences, privileges and vo ting  powers, and limitations and restric tions o f the Preferred Stock, we may amend, alter, supplement o r
repeal any terms o f the Preferred Stock: (i) to  cure any ambiguity, o r to  cure, co rrect o r supplement any provision thereo f that may be
defective o r inconsistent o r (ii) to  make any provision with respect to  matters o r questions arising  with respect to  the Preferred Stock
that is no t inconsistent with the provisions thereo f.

Voting Rights under Delaware Law
Delaware law provides that the ho lders o f preferred stock will have the right to  vo te  separately as a c lass on any amendment to

our Amended and Restated Certificate  o f Inco rporation that would increase o r decrease the aggregate  number o f autho rized shares o f
such class, increase o r decrease the par value o f the shares o f such class, o r alter o r change the powers, preferences, o r special rights
o f the shares o f such class so  as to  affect them
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adversely. If any such proposed amendment would alter o r change the powers, preferences o r special rights o f one o r more series o f
preferred stock so  as to  affect them adversely, but would no t so  affect the entire  c lass o f preferred stock, only the shares o f the
series so  affected shall be considered a separate  c lass fo r purposes o f this vo te  on the amendment. This right is in addition to  any
vo ting  rights that may be provided fo r in our Amended and Restated Certificate  o f Inco rporation.

Other Preferred Stock
Our Amended and Restated Certificate  o f Inco rporation autho rizes our Board o f Directo rs to  create  and provide fo r the issuance

of one o r more series o f preferred stock, par value $0.01 per share, without the approval o f our stockho lders. Our Board o f Directo rs
can also  determine the terms, including  the designations, powers, preferences and rights (including  conversion, vo ting  and o ther rights)
and the qualifications, limitations o r restric tions, o f any preferred stock. Currently, 200,000,000 shares o f our capital stock are
classified as preferred stock under our Amended and Restated Certificate  o f Inco rporation. As o f the date  o f this prospectus
supplement, we have no  outstanding  series o f preferred stock.

As o f the date  o f this prospectus supplement, our Fixed Rate  Cumulative Perpetual Preferred Stock, Series A, which was
previously autho rized and issued, has been redeemed and is no  longer outstanding .

Depositary, Transfer Agent and Reg istrar
Computershare Shareowner Services LLC will be the depositary, transfer agent and reg istrar fo r the Preferred Stock. We may, in

our so le  discretion, remove the depositary in acco rdance with the ag reement between us and the depositary; provided that we will
appo int a successo r depositary who  will accept such appo intment prio r to  the effectiveness o f its removal. Any such successo r
depositary must be (i) a bank o r trust company having  its principal o ffice  in the United States and having  a combined capital and surplus,
along  with its affiliates, o f at least $50,000,000 o r (ii) an affiliate  o f any such bank o r trust company.
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DESCRIPTION OF DEPOSITARY SHARES

The following description summarizes specific terms and provisions of the depositary shares relating to the Preferred Stock. You
should read this description of the material terms of the depositary shares along with the terms that apply generally to all our preferred
stock issued in the form of depositary shares under “Description of Depositary Shares” beginning on page 20 of the accompanying
prospectus. To the extent the description in this prospectus supplement is inconsistent with the description contained in the
accompanying prospectus, you should rely on the description in this prospectus supplement.

General
We are issuing  depositary shares representing  proportional fractional interests in shares o f the Preferred Stock. Each depositary

share represents a 1/40  interest in a share o f the Preferred Stock, and will be evidenced by depositary receipts. We will deposit the
underlying  shares o f the Preferred Stock with a depositary pursuant to  a deposit ag reement among  us, Computershare Shareowner
Services LLC, acting  as depositary, and the ho lders from time to  time o f the depositary receipts evidencing  the depositary shares (the
“Deposit Agreement”). Subject to  the terms o f the Deposit Agreement, each ho lder o f a depositary share will be entitled, through the
depositary, in proportion to  the applicable  fraction o f a share o f Preferred Stock represented by such depositary share, to  all the rights
and preferences o f the Preferred Stock represented thereby (including  dividend, vo ting , redemption and liquidation rights).

In this prospectus supplement, references to  “ho lders” o f depositary shares mean those who  own depositary shares reg istered in
their own names on the books that we o r the depositary maintain fo r this purpose, and no t indirect ho lders who  own beneficial interests
in depositary shares reg istered in street name o r issued in book-entry fo rm through DTC. Please review the special considerations that
apply to  indirect ho lders described in the section entitled “Book-Entry Procedures and Settlement” beg inning  on page S-28 o f this
prospectus supplement.

Immediately fo llowing  the issuance o f the Preferred Stock, we will deposit the Preferred Stock with the depositary, which will
then issue the depositary shares to  the underwriters. Copies o f the fo rms o f Deposit Agreement and the depositary receipt may be
obtained from us upon request and in the manner described in the section entitled “Where You Can Find More Info rmation” beg inning
on page S-45 o f this prospectus supplement.

Dividends and Other Distributions
Each dividend payable  on a depositary share will be in an amount equal to  1/40  o f the dividend declared and payable  on the

related share o f the Preferred Stock.

The depositary will distribute  any cash dividends o r o ther cash distributions received in respect o f the deposited Preferred Stock
to  the reco rd ho lders o f depositary shares relating  to  the underlying  Preferred Stock in proportion to  the number o f depositary shares
held by the ho lders. If Discover makes a distribution o ther than in cash, the depositary will distribute  any property received by it to  the
reco rd ho lders o f depositary shares entitled to  those distributions, unless it determines that the distribution canno t be made
proportionally among  those ho lders o r that it is no t feasible  to  make a distribution. In that event, the depositary may, with our approval,
sell the property and distribute  the net proceeds from the sale  to  the ho lders o f the depositary shares.

Record dates fo r the payment o f dividends and o ther matters re lating  to  the depositary shares will be the same as the
co rresponding  reco rd dates fo r the Preferred Stock.

The amounts distributed to  ho lders o f depositary shares will be reduced by any amounts required to  be withheld by the depositary
o r by us on account o f taxes o r o ther governmental charges. The depositary may refuse to  make any payment o r distribution, o r any
transfer, exchange, o r withdrawal o f any depositary shares o r the shares o f the Preferred Stock until such taxes o r o ther governmental
charges are  paid.
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Redemption o f Depositary Shares
If we redeem the Preferred Stock represented by the depositary shares, the depositary shares will be redeemed from the

proceeds received by the depositary resulting  from the redemption o f the Preferred Stock held by the depositary. The redemption
price per depositary share is expected to  be equal to  1/40  o f the redemption price per share payable  with respect to  the Preferred
Stock (o r $25 per depositary share), plus any declared and unpaid dividends, without regard to  any undeclared dividends, on the shares
o f Preferred Stock called fo r redemption to , but excluding , the redemption date .

Whenever we redeem shares o f Preferred Stock held by the depositary, the depositary will redeem, as o f the same redemption
date , the number o f depositary shares representing  shares o f Preferred Stock so  redeemed. If fewer than all o f the outstanding
depositary shares are  redeemed, the depositary will select the depositary shares to  be redeemed pro rata, by lo t o r by any o ther fair
and equitable  manner as we may decide. The depositary will mail no tice o f redemption to  reco rd ho lders o f the depositary receipts no t
less than 30 and no t more than 60 days prio r to  the date  fixed fo r redemption o f the Preferred Stock and the related depositary shares.

Voting  the Preferred Stock
Because each depositary share represents a 1/40  interest in a share o f the Preferred Stock, ho lders o f depositary receipts will be

entitled to  1/40  o f a vo te  per depositary share under those limited circumstances in which ho lders o f the Preferred Stock are  entitled
to  a vo te .

When the depositary receives no tice o f any meeting  at which the ho lders o f the Preferred Stock are  entitled to  vo te , the
depositary will mail the info rmation contained in the no tice to  the reco rd ho lders o f the depositary shares relating  to  the Preferred
Stock. Each reco rd ho lder o f the depositary shares on the reco rd date , which will be the same date  as the reco rd date  fo r the Preferred
Stock, may instruct the depositary to  vo te  the amount o f the Preferred Stock represented by the ho lder’s depositary shares. To  the
extent possible , the depositary will vo te  the amount o f the Preferred Stock represented by depositary shares in acco rdance with the
instructions it receives. We will ag ree to  take all reasonable  actions that the depositary determines are  necessary to  enable  the
depositary to  vo te  as instructed. If the depositary does no t receive specific  instructions from the ho lders o f any depositary shares
representing  the Preferred Stock, it will no t vo te  the amount o f the Preferred Stock represented by such depositary shares.

Amendment and Termination o f the Deposit Agreement
The fo rm o f depositary receipt evidencing  the depositary shares and any provision o f the Deposit Agreement may at any time be

amended by ag reement between us and the depositary. However, any amendment that materially and adversely alters the rights o f the
ho lders o f depositary receipts will no t be effective unless such amendment has been approved by the ho lders o f at least two-thirds o f
the depositary shares then outstanding .

The Deposit Agreement may be terminated by us o r the depositary only if (i) ho lders o f at least two-thirds o f the depositary
shares consent to  such termination, (ii) all outstanding  depositary shares shall have been redeemed o r (iii) there  shall have been made a
final distribution in respect o f the Preferred Stock in connection with any liquidation, disso lution o r winding  up o f us and such distribution
shall have been distributed to  the ho lders o f depositary receipts evidencing  the depositary shares representing  the Preferred Stock.

Preemptive and Conversion Rights
The ho lders o f the Preferred Stock do  no t have any preemptive o r conversion rights.

Depositary, Transfer Agent and Reg istrar
Computershare Shareowner Services LLC will be the depositary, transfer agent and reg istrar fo r the depositary shares.
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Form of Preferred Stock and Depositary Shares
The depositary shares shall be issued in book-entry fo rm through DTC, as described in “Book-Entry Procedures and Settlement”

on page S-28 in this prospectus supplement. The Preferred Stock will be issued in reg istered fo rm to  the depositary.

Listing  o f Depositary Shares
Application will be made to  list the depositary shares on the NYSE under the symbol “DFSPrB”. However, there  is no  guarantee

that we will be able  to  list the depositary shares. If approved, we expect trading  o f the depositary shares on the NYSE to  beg in within
the 30-day period after the o rig inal issuance date . Even if the depositary shares are  listed, there  may be little  o r no  secondary market fo r
the depositary shares.
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BOOK- ENTRY PROCEDURES AND SETTLEMENT

We will issue the depositary shares under a book-entry system in the fo rm o f one o r more g lobal depositary receipts. We will
reg ister the g lobal depositary receipts in the name o f Cede & Co ., as a nominee fo r DTC, o r such o ther name as may be requested by
an autho rized representative o f DTC. The g lobal depositary receipts will be deposited with the depositary.

Fo llowing  the issuance o f the depositary shares in book-entry only fo rm, DTC will credit the accounts o f its partic ipants with the
depositary shares upon our instructions. Except as o therwise provided herein, DTC will thus be the only reg istered ho lder o f the
depositary receipts representing  the depositary shares and will be considered the so le  owner o f the depositary receipts fo r purposes o f
the Deposit Agreement.

Global depositary receipts may be transferred, in who le and no t in part, only to  ano ther nominee o f DTC o r to  a successo r o f
DTC o r its nominee. Beneficial interests in the g lobal depositary receipts may be held through Euroclear Bank S.A./N.V., as operato r o f
the Euroclear System (“Euroclear”), and Clearstream Banking , société  anonyme (“Clearstream”), each as indirect partic ipants in DTC.
Transfers o f beneficial interests in the g lobal depositary receipts will be subject to  the applicable  rules and procedures o f DTC and its
direct and indirect partic ipants, including , if applicable , those o f Euroclear and Clearstream, which may change from time to  time. DTC
has advised us as fo llows: it is a limited-purpose trust company o rganized under the New York Banking  Law, a “banking  o rganization”
within the meaning  o f the New York Banking  Law, a member o f the Federal Reserve System, a “clearing  co rporation” within the
meaning  o f the New York Unifo rm Commercial Code, and a “clearing  agency” reg istered pursuant to  the provisions o f Section 17A o f
the Exchange Act o f 1934 , as amended (the “Exchange Act”). DTC ho lds securities that its partic ipants deposit with it. DTC also
facilitates the post-trade settlement among  partic ipants o f sales and o ther securities transactions in deposited securities through
electronic  computerized book entry transfers and pledges between partic ipants’ accounts, thereby eliminating  the need fo r physical
movement o f securities certificates.

Direct partic ipants in DTC’s system include bo th U.S. and non-U.S. securities brokers and dealers, banks, trust companies, c learing
corporations, and certain o ther o rganizations. Access to  DTC’s system also  is available  to  o thers such as bo th U.S. and non-
U.S. securities brokers and dealers, banks, trust companies and clearing  co rporations that c lear through o r maintain a custodial
relationship with a direct partic ipant, e ither directly o r indirectly, which we co llectively call indirect partic ipants. Persons that are  no t
partic ipants may beneficially own securities held by o r on behalf o f DTC only through the partic ipants o r the indirect partic ipants. The
ownership interests in, and transfers o f ownership interests in, each security held by o r on behalf o f DTC are reco rded on the reco rds o f
the partic ipants and the indirect partic ipants. The rules applicable  to  DTC and its partic ipants are  on file  with the SEC.

DTC has also  advised us that, upon the issuance o f the depositary receipts evidencing  the depositary shares, it will credit, on its
book-entry reg istration and transfer system, the depositary shares evidenced thereby to  the designated accounts o f partic ipants.
Ownership o f beneficial interests in the g lobal depositary receipts will be limited to  partic ipants o r persons that may ho ld interests
through partic ipants. Ownership o f beneficial interests in the g lobal depositary receipts will be shown on, and the transfer o f those
ownership interests may be effected only through, reco rds maintained by DTC o r its nominee (with respect to  partic ipants) and the
reco rds o f partic ipants and indirect partic ipants (with respect to  o ther owners o f beneficial interests in the g lobal depositary receipts).

Investo rs in the g lobal depositary receipts that are  partic ipants may ho ld their interests therein directly through DTC. Investo rs in
the g lobal depositary receipts that are  no t partic ipants may ho ld their interests therein indirectly through o rganizations (including
Euroclear and Clearstream) that are  partic ipants in such system. Euroclear and Clearstream will ho ld interests in the g lobal depositary
receipts on behalf o f their partic ipants through customers’ securities accounts in their respective names on the books o f their
respective depositaries. All interests in a g lobal depositary receipt, including  those held through Euroclear o r Clearstream, may be
subject to  the procedures and requirements o f DTC. Those interests held through Euroclear o r Clearstream may also  be subject to  the
procedures and requirements o f such systems.
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The laws o f some states require  that certain purchasers o f securities take physical delivery o f those securities in definitive fo rm.
These laws may impair the ability o f ho lders to  transfer beneficial interests in depositary receipts to  certain purchasers. Because DTC
can act only on behalf o f the partic ipants, which in turn act on behalf o f the indirect partic ipants, the ability o f a person having  beneficial
interests in a g lobal depositary receipt to  pledge such interests to  persons that do  no t partic ipate  in the DTC system, o r o therwise take
actions in respect o f such interests, may be affected by the lack o f a physical certificate  evidencing  such interests.

So  long  as DTC o r any successo r depositary fo r a depositary receipt, o r any nominee, is the reg istered ho lder o f such depositary
receipt, DTC o r such successo r depositary o r nominee will be considered the so le  owner o r ho lder o f the depositary shares
represented by such depositary receipts fo r all purposes under the Deposit Agreement. Except as set fo rth below, owners o f beneficial
interests in a depositary receipt will no t be entitled to  have depositary shares represented by such depositary receipt reg istered in their
names, will no t receive o r be entitled to  receive physical delivery o f depositary shares o r depositary receipts in definitive fo rm, and
will no t be considered the owners o r ho lders thereo f fo r any purpose under the Deposit Agreement. According ly, each person owning  a
beneficial interest in a depositary receipt must re ly on the procedures o f DTC and, if such person is no t a partic ipant, on the procedures
o f the partic ipant through which such person owns its interest, to  exercise  any rights o f a ho lder under the Deposit Agreement. We
understand that, under existing  industry practices, in the event that we request any action o f ho lders o r that an owner o f a beneficial
interest in the depositary receipts desires to  g ive any consent o r take any action under the Deposit Agreement, DTC o r any successo r
depositary would autho rize the partic ipants ho lding  the relevant beneficial interests to  g ive o r take such action o r consent, and such
partic ipants would autho rize beneficial owners owning  through such partic ipants to  g ive o r take such action o r consent o r would
o therwise act upon the instructions o f beneficial owners owning  through them.

Payment o f dividends, if any, distributions upon liquidation o r o ther distributions with respect to  the depositary shares that are
reg istered in the name o f o r held by DTC o r any successo r depositary o r nominee will be payable  to  DTC o r such successo r
depositary o r nominee, as the case may be, in its capacity as reg istered ho lder o f the g lobal depositary receipts representing  the
depositary shares. Under the terms o f the Deposit Agreement, the depositary will treat the persons in whose names the depositary
shares, including  the depositary receipts, are  reg istered as the owners o f such securities fo r the purpose o f receiving  payments and fo r
all o ther purposes. Consequently, neither we, no r any depositary, no r any agent o f us o r any such depositary will have any responsibility
o r liability fo r any aspect o f the reco rds relating  to , o r payments made on account o f, beneficial ownership interests in the depositary
receipts, fo r maintaining , supervising  o r reviewing  any reco rds relating  to  such beneficial ownership interests, o r fo r any o ther matter
relating  to  the actions and practices o f DTC o r any o f its partic ipants o r indirect partic ipants.

We have been advised by DTC that its current practice , upon receipt o f any payment o f dividends, distributions upon liquidation o r
o ther distributions with respect to  the depositary receipts, is to  credit partic ipants’ accounts with payments on the payment date , unless
DTC has reason to  believe it will no t receive payments on such payment date . Each relevant partic ipant is credited with an amount
proportionate  to  its beneficial ownership o f an interest in the relevant security as shown on the reco rds o f DTC. Payments by
partic ipants and indirect partic ipants to  owners o f beneficial interests in the g lobal depositary receipts held through such partic ipants and
indirect partic ipants will be governed by standing  instructions and customary practices, as is now the case with securities held fo r the
accounts o f customers in bearer fo rm o r reg istered in “street name,” and will be the responsibility o f such partic ipants o r indirect
partic ipants, and will no t be the responsibility o f us, any depositary, no r any agent o f us o r o f any such depositary. Neither we no r any
such depositary o r agent will be liable  fo r any delay by DTC o r by any partic ipant o r indirect partic ipant in identifying  the beneficial
owners o f the depositary shares, and we and any such depositary o r agent may conclusively rely on and will be pro tected in relying  on
instructions from DTC or its nominee fo r all purposes.

Cross-market transfers between the partic ipants in DTC, on the one hand, and Euroclear o r Clearstream partic ipants, on the o ther
hand, will be effected through DTC in acco rdance with DTC’s rules on behalf o f Euroclear o r Clearstream, as the case may be, by its
depositary; however, such cross-market transactions will
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require  delivery o f instructions to  Euroclear o r Clearstream, as the case may be, by the counterparty in such system in acco rdance with
the rules and procedures and within the established deadlines (Brussels time) o f such system. Euroclear o r Clearstream, as the case may
be, will, if the transaction meets its settlement requirements, deliver instructions to  its respective depositary to  take action to  effect
final settlement on its behalf by delivering  o r receiving  interests in the relevant g lobal depositary receipts in DTC, and making  o r
receiving  payment in acco rdance with no rmal procedures fo r same-day funds settlement applicable  to  DTC. Euroclear partic ipants and
Clearstream partic ipants may no t deliver instructions directly to  the deposito ries fo r Euroclear o r Clearstream. DTC has advised us that
it will take any action permitted to  be taken by a ho lder o f depositary shares only at the direction o f one o r more partic ipants to  whose
account DTC has credited the interests in the g lobal depositary receipts and only in respect o f such po rtion o f the aggregate  amount o f
the depositary shares as to  which such partic ipant o r partic ipants has o r have g iven such direction.

Owners o f beneficial interests in a g lobal depositary receipt will no t be entitled to  receive physical delivery o f the related
depositary shares o r any depositary receipts in certificated fo rm and will no t be considered the ho lders o f the depositary shares o r
depositary receipts fo r any purpose under the Deposit Agreement, and no  depositary receipt will be exchangeable , except fo r ano ther
depositary receipt o f the same denomination and tenor to  be reg istered in the name o f DTC o r a successo r depositary o r nominee.
According ly, each beneficial owner must re ly on the procedures o f DTC and, if the beneficial owner is no t a partic ipant, on the
procedures o f the partic ipant o r indirect partic ipant through which the beneficial owner owns its interest to  exercise  any rights o f a
ho lder under the Deposit Agreement.

Although DTC, Euroclear and Clearstream have ag reed to  the fo rego ing  procedures to  facilitate  transfers o f interests in the
g lobal securities among  partic ipants in DTC, Euroclear and Clearstream, they are  under no  obligation to  perfo rm o r to  continue to
perfo rm such procedures, and may discontinue such procedures at any time. Neither we, no r any depositary, no r any agent o f us o r o f
any such depositary will have any responsibility fo r the perfo rmance by DTC, Euroclear o r Clearstream o r their respective partic ipants
o r indirect partic ipants o f their respective obligations under the rules and procedures governing  their operations.

The info rmation in this section, including  any description o f the operations and procedures o f DTC, Euroclear and Clearstream,
has been provided so lely as a matter o f convenience. We do  no t take any responsibility fo r the accuracy o f this info rmation, and this
info rmation is no t intended to  serve as a representation, warranty o r contract modification o f any kind. The operations and procedures
o f DTC, Euroclear and Clearstream are so lely within the contro l o f such settlement systems and are  subject to  changes by them. We
urge investo rs to  contact such systems o r their partic ipants directly to  discuss these matters.
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UNITED STATES FEDERAL INCOME TAX CONSEQUENCES

The fo llowing  is a summary o f the material U.S. federal income tax considerations relating  to  the purchase, ownership and
disposition o f the depositary shares, as o f the date  o f this prospectus supplement. This summary deals only with depositary shares
purchased in this o ffering  fo r cash and held as capital assets (generally, property held fo r investment). Additionally, this summary does
no t deal with special situations. Fo r example, this summary does no t address:
 

 
•  tax consequences to  ho lders who  may be subject to  special tax treatment, such as dealers in securities o r currencies,

financial institutions, regulated investment companies, real estate  investment trusts, expatriates, tax-exempt entities, traders
in securities that e lect to  use a mark-to -market method o f accounting  fo r their securities o r insurance companies;

 

 
•  tax consequences to  persons ho lding  depositary shares as part o f a hedg ing , integ rated, o r conversion transaction o r a

straddle  o r persons deemed to  sell depositary shares under the constructive sale  provisions o f the Internal Revenue Code o f
1986, as amended (the “Code”);

 

 •  tax consequences to  persons who  at any time ho ld more than 5% of the to tal fair market value o f any class o f our stock;
 

 •  tax consequences to  U.S. ho lders o f depositary shares whose “functional currency” is no t the U.S. do llar;
 

 •  tax consequences to  partnerships o r o ther pass-through entities and investo rs in such entities; o r
 

 •  alternative minimum tax consequences, if any.

Finally, this summary does no t address U.S. federal tax consequences o ther than income taxes (such as estate  and g ift tax
consequences) o r any state , local o r fo reign tax consequences.

The discussion below is based upon the provisions o f the Code, and U.S. Treasury regulations, rulings and judicial decisions as o f
the date  o f this prospectus supplement. Those autho rities may be changed, perhaps retroactively, so  as to  result in U.S. federal income
tax consequences different from those discussed below. No  ruling  has been o r will be sought from the Internal Revenue Service
(“IRS”) with respect to  the matters discussed below, and there  can be no  assurance that the IRS will no t take a contrary position
regarding  the tax consequences o f the purchase, ownership and disposition o f the depositary shares, o r that any such contrary position
would no t be sustained by a court. This summary does no t address all aspects o f U.S. federal income taxation and does no t deal with all
tax consequences that may be relevant to  ho lders in light o f their personal c ircumstances.

If a partnership ho lds depositary shares, the tax treatment o f a partner in the partnership will generally depend upon the status o f
the partner and the activities o f the partnership. If you are  a partner o f a partnership ho lding  depositary shares, you should consult your
tax adviso r.

If you are  considering  the purchase o f depositary shares, you should consult your own tax adviso rs concerning  the U.S. federal
income tax consequences to  you in light o f your particular facts and circumstances and any consequences arising  under the laws o f any
state , local, fo reign o r o ther taxing  jurisdiction.

Treatment o f Depositary Shares
Beneficial owners o f depositary shares will be treated as owners o f the underlying  Preferred Stock fo r U.S. federal income tax

purposes. According ly, each beneficial owner o f a depositary share will be treated as receiving  a proportionate  share o f all cash o r
o ther property received by the depositary in respect o f the Preferred Stock. You should consult your own tax adviso rs regarding  the
tax consequences o f non-cash distributions made on the Preferred Stock.
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Consequences to  U.S. Ho lders
The fo llowing  is a summary o f the U.S. federal income tax consequences that will apply to  a U.S. ho lder o f depositary shares.

“U.S. ho lder” means a beneficial owner o f depositary shares fo r U.S. federal income tax purposes that is
 

 •  an individual who  is a c itizen o r resident o f the United States;
 

 
•  a co rporation (o r any o ther entity treated as a co rporation fo r U.S. federal income tax purposes) created o r o rganized in o r

under the laws o f the United States, any state  thereo f o r the Distric t o f Co lumbia;
 

 •  an estate  the income o f which is subject to  U.S. federal income taxation regardless o f its source; o r
 

 
•  a trust if (1) it is subject to  the primary supervision o f a court within the United States and one o r more U.S. persons have the

autho rity to  contro l all substantial decisions o f the trust, o r (2) it has a valid election in effect under applicable  U.S. Treasury
regulations to  be treated as a U.S. person.

Distributions
A distribution in respect o f Preferred Stock represented by depositary shares generally will be treated as a dividend to  the extent it

is paid from our current o r accumulated earnings and pro fits, as determined under U.S. federal income tax principles. If the distribution
exceeds our current and accumulated earnings and pro fits, the excess will be treated as a nontaxable  return o f capital reducing  the
U.S. ho lder’s tax basis in the depositary shares to  the extent o f the U.S. ho lder’s tax basis in that stock. Any remaining  excess will be
treated as capital gain, the tax treatment o f which is discussed below under “Sale , Exchange, Redemption o r Other Taxable  Disposition
of the Depositary Shares”. Subject to  certain ho lding  period requirements and exceptions, dividends received by individual ho lders
generally will be subject to  a reduced maximum tax rate  o f 15% fo r “qualified dividend income” through December 31, 2012, after
which the rate  applicable  to  dividends is scheduled to  return to  the tax rate  generally applicable  to  o rdinary income. Subject to  certain
limitations, dividends received by a co rporate  U.S. ho lder, generally will be elig ible  fo r the 70% dividends-received deduction. In
addition, a co rporate  U.S. ho lder may be required to  reduce its basis in Preferred Stock represented by depositary shares with respect
to  certain “extrao rdinary dividends,” as provided under Section 1059 o f the Code.

U.S. ho lders should consult their tax adviso rs regarding  the ho lding  period and o ther requirements that must be satisfied in o rder to
qualify fo r the dividends-received deduction, the application o f the extrao rdinary dividend rules and the reduced maximum tax rate  fo r
qualified dividend income.

Sale, Exchange, Redemption or Other Taxable Disposition of the Depositary Shares
A U.S. ho lder will generally recognize capital gain o r lo ss on a sale , exchange, o r o ther taxable  disposition o f the depositary

shares. The U.S. ho lder’s gain o r lo ss will equal the difference between the amount realized by the U.S. ho lder and the U.S. ho lder’s tax
basis in the depositary shares. The amount realized by the U.S. ho lder will include the amount o f any cash and the fair market value o f
any o ther property received fo r the depositary shares. Gain o r lo ss recognized by a U.S. ho lder on a sale , exchange o r o ther taxable
disposition o f depositary shares will be long-term capital gain o r lo ss if the U.S. ho lder held the depositary shares fo r more than one
year. Long-term capital gains o f non-co rporate  taxpayers are  generally taxed at lower rates than those applicable  to  o rdinary income.
The deductibility o f capital lo sses is subject to  certain limitations.

If we redeem the Preferred Stock underlying  the depositary shares (in which case the depositary shares would be redeemed as
described above in “Description o f Depositary Shares — Redemption o f Depositary Shares”), it generally would be a taxable  event. A
U.S. ho lder would be treated as if it had so ld its depositary shares if, within the meaning  o f Section 302(b) o f the Code, the redemption
 

 •  results in a complete  termination o f the U.S. ho lder’s stock interest in us;
 

 •  is “substantially disproportionate” with respect to  the U.S. ho lder; o r
 

 •  is no t “essentially equivalent to  a dividend” with respect to  the U.S. ho lder.
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In determining  whether any o f these tests has been met, shares o f stock considered to  be owned by the U.S. ho lder by reason o f
certain constructive ownership rules set fo rth in Section 318 o f the Code, as well as shares actually owned and Preferred Stock
represented by depositary shares held by the U.S. ho lder, must be taken into  account.

If we redeem the Preferred Stock and the related depositary shares in a redemption that meets one o f the tests described above,
the U.S. ho lders generally would recognize taxable  gain o r lo ss equal to  the sum o f the amount o f cash and fair market value o f
property (except, in certain cases, stock o f us o r a successo r to  us) paid in redemption less the U.S. ho lder’s tax basis in the depositary
shares represented by the redeemed Preferred Stock. This gain o r lo ss would be long-term capital gain o r capital lo ss if the U.S. ho lder
has held the depositary shares fo r more than one year.

If the redemption does no t meet any o f the tests described above, the U.S. ho lder generally would be taxed on the cash and fair
market value o f the property paid as a dividend to  the extent paid out o f our current o r accumulated earnings and pro fits. Any amount in
excess o f our current and accumulated earnings and pro fits would first reduce the U.S. ho lder’s tax basis in the depositary shares and
thereafter would be treated as capital gain. If the redemption o f the depositary shares is treated as a distribution that is taxable  as a
dividend, U.S. ho lders should consult with their own tax adviso rs regarding  the allocation o f their basis in the redeemed and remaining
depositary shares.

Information Reporting and Backup Withholding
When required, we o r our paying  agent will repo rt to  the ho lders o f the depositary shares and to  the IRS amounts paid on o r with

respect to  the depositary shares during  each calendar year and the amount o f tax, if any, withheld from such payments. A U.S. ho lder
will be subject to  backup withho lding  on any dividends paid on the depositary shares and proceeds from the sale  o f the depositary
shares at the applicable  rate  if the U.S. ho lder (a) fails to  provide us o r our paying  agent with a co rrect taxpayer identification number o r
certification o f exempt status, (b) has been no tified by the IRS that it is subject to  backup withho lding  as a result o f the failure  to
properly report payments o f interest o r dividends, o r (c) in certain circumstances, has failed to  certify under penalty o f perjury that it is
no t subject to  backup withho lding . A U.S. ho lder may be elig ible  fo r an exemption from backup withho lding  by providing  a properly
completed IRS Form W-9 to  us o r our paying  agent. Any amounts withheld under the backup withho lding  rules will generally be allowed
as a refund o r a credit against a U.S. ho lder’s U.S. federal income tax liability provided the required info rmation is properly furnished to
the IRS by the U.S. ho lder on a timely basis.

Consequences to  Non- U.S. Ho lders
The fo llowing  is a summary o f the U.S. federal income tax consequences that will apply to  you if you are  a non-U.S. ho lder o f

depositary shares. The term “non-U.S. ho lder” means a beneficial owner o f shares o f depositary shares that is, fo r U.S. federal income
tax purposes, an individual, co rporation, trust o r estate  that is no t a “U.S. ho lder” (as defined above). Special rules may apply to  certain
non-U.S. ho lders such as “contro lled fo reign co rporations” o r “passive fo reign investment companies.” Such entities should consult
their own tax adviso rs to  determine the U.S. federal, state , local and o ther tax consequences that may be relevant to  them.

Distributions
Subject to  the discussions o f backup withho lding  and the Foreign Account Tax Compliance Act below, any dividends paid in

respect o f Preferred Stock represented by depositary shares (including  any redemption that is taxed as a dividend under the rules
described above under “— Consequences to  U.S. Ho lders — Sale , Exchange, Redemption o r Other Taxable  Disposition o f the
Depositary Shares”) held by a non-U.S. ho lder will be subject to  withho lding  tax at a 30% rate  o r such lower rate  as specified by an
applicable  income tax treaty. However, dividends that are  effectively connected with the conduct o f a trade o r business within the
United States and, where an applicable  tax treaty so  provides, are  attributable  to  a U.S. permanent establishment, are  no t subject to
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the withho lding  tax, but instead are  subject to  U.S. federal income tax on a net income basis at applicable  g raduated individual o r
co rporate  rates. Certain certification and disclosure requirements must be complied with in o rder fo r effectively connected income to
be exempt from withho lding . To  claim the exemption, a non-U.S. ho lder must generally furnish to  us o r our paying  agent a properly
executed IRS Form W-8ECI (o r applicable  successo r fo rm). Any such effectively connected dividends received by a fo reign
corporation may, under certain circumstances, be subject to  an additional branch pro fits tax at a 30% rate  o r such lower rate  as
specified by an applicable  income tax treaty.

A non-U.S. ho lder o f depositary shares who  wishes to  claim the benefit o f a treaty rate  is required to  satisfy applicable
certification and o ther requirements. To  receive the benefit o f a reduced treaty rate , a non-U.S. ho lder generally must furnish to  us o r
our paying  agent a valid IRS Form W-8BEN (o r applicable  successo r fo rm) certifying  such non-U.S. ho lder’s qualification fo r the
reduced rate . This certification must be provided to  us o r our paying  agent prio r to  the payment o f dividends and must be updated
periodically. If a non-U.S. ho lder does no t timely provide us o r our paying  agent with the required certification but is e lig ible  fo r a
reduced rate  o f U.S. withho lding  tax pursuant to  an income tax treaty, the ho lder may obtain a refund o f any excess amounts withheld by
timely filing  an appropriate  c laim fo r refund with the IRS.

Sale, Exchange, Redemption or Other Taxable Disposition of the Depositary Shares
Subject to  the discussions o f backup withho lding  and the Foreign Account Tax Compliance Act below, any gain realized by a non-

U.S. ho lder upon the sale , exchange, redemption (provided the redemption is treated as a sale  o r exchange under the rules described
above under “— Consequences to  U.S. Ho lders — Sale , Exchange, Redemption o r Other Taxable  Disposition o f the Depositary
Shares”) o r o ther taxable  disposition o f depositary shares will no t be subject to  U.S. federal income tax with respect to  such gain
unless:
 

 
•  that gain is effectively connected with the non-U.S. ho lder’s conduct o f a trade o r business in the United States (and, if

required by an applicable  income tax treaty, is attributable  to  a U.S. permanent establishment);
 

 
•  the non-U.S. ho lder is an individual who  is present in the United States fo r 183 days o r more in the taxable  year o f that

disposition, and certain o ther conditions are  met; o r
 

 
•  the depositary shares constitute  U.S. real property interests by reason o f our status as a “U.S. real property ho lding

corporation” (a “USRPHC”) fo r U.S. federal income tax purposes at any time within the sho rter o f the five-year period
preceding  the disposition o r the period that the non-U.S. ho lder held the depositary shares.

A non-U.S. ho lder described in the first bulle t po int above generally will be subject to  U.S. federal income tax on the net gain
derived from the sale  in the same manner as a U.S. ho lder. A non-U.S. ho lder that is a fo reign co rporation and is described in the first
bulle t po int above will be subject to  tax on gain under regular g raduated U.S. federal income tax rates and, in addition, may be subject to
a branch pro fits tax at a 30% rate  o r a lower rate  if so  specified by an applicable  income tax treaty. An individual non-U.S. ho lder
described in the second bullet po int above will be subject to  a flat 30% U.S. federal income tax on the gain derived from the sale , which
may be o ffset by U.S. source capital lo sses, subject to  certain limitations.

With regard to  the third bulle t po int above, generally, a co rporation is a USRPHC if the fair market value o f its United States real
property interests equals o r exceeds 50% of the sum o f the fair market value o f its worldwide real property interests and its o ther
assets used o r held fo r use in a trade o r business. We do  no t expect to  be a USRPHC fo r U.S. federal income tax purposes. However,
even if we are  o r become a USRPHC, the depositary shares will no t be treated as a U.S. real property interest if the depositary shares
are  “regularly traded” on an established securities market, as defined by applicable  U.S. Treasury regulations, and the non-U.S. ho lder
does no t actually o r constructively ho ld more than 5% of the depositary shares at any time during  the sho rter o f the five-year period
preceding  the date  o f disposition o r the non-U.S. ho lder’s ho lding  period fo r such shares.
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Any taxable  gain generally would be taxed in the same manner as gain that is effectively connected with the conduct o f a trade o r
business in the United States, except that the branch pro fits tax will no t apply. Non-U.S. ho lders should consult their own adviso rs about
the consequences that could result if we are , o r become, a USRPHC.

Information Reporting and Backup Withholding
Generally, we must report to  the IRS and to  non-U.S. ho lders the amount o f dividends treated as paid to  the non-U.S. ho lder and

the amount o f tax, if any, withheld with respect to  those payments. These info rmation reporting  requirements apply even if no
withho lding  was required because the payments were effectively connected with the non-U.S. ho lder’s conduct o f a trade o r business in
the United States, o r withho lding  was reduced o r e liminated by an applicable  income tax treaty. Copies o f the info rmation returns
reporting  such dividend payments and any withho lding  may also  be made available  to  the tax autho rities in the country in which the
ho lder resides under the provisions o f an applicable  income tax treaty.

In general, a non-U.S. ho lder will no t be subject to  backup withho lding  with respect to  payments o f dividends that we make in
respect o f Preferred Stock attributable  to  depositary shares held by the ho lder if the non-U.S. ho lder certifies under penalty o f perjury
that it is a non-U.S. ho lder o r o therwise establishes an exemption. A non-U.S. ho lder will be subject to  info rmation reporting  and,
depending  on the circumstances, backup withho lding  with respect to  the proceeds o f the sale  o r o ther disposition o f depositary shares
within the United States o r conducted through certain U.S.-related payors, unless the payor o f the proceeds receives the statement
described above o r the ho lder o therwise establishes an exemption.

Any amounts withheld under the backup withho lding  rules will be allowed as a refund o r a credit against a ho lder’s U.S. federal
income tax liability provided the required info rmation is timely furnished to  the IRS.

Foreign Account Tax Compliance Act
The Foreign Account Tax Compliance Act was enacted on March 18, 2010 and will impose a 30% U.S. withho lding  tax on

“withho ldable  payments” as defined in Section 1473(1) o f the Code (“Withho ldable  Payments”), which include certain U.S. source
payments, including  dividends and g ross proceeds from a disposition o f property o f a type which can produce U.S. source dividends,
if paid to  a “fo reign financial institution” (as specially defined fo r purposes o f these rules), unless such institution enters into  an
agreement with the Treasury to  co llect and provide to  the Treasury substantial info rmation regarding  U.S. account ho lders with such
institution, including  certain account ho lders that are  fo reign entities with U.S. owners, and to  withho ld 30% on certain “pass-thru
payments” (as discussed in more detail below). The leg islation also  generally imposes a withho lding  tax o f 30% on Withho ldable
Payments made to  a non-financial fo reign entity unless such entity provides the withho lding  agent with a certification that it does no t
have any substantial U.S. owners o r a certification identifying  the direct o r indirect substantial U.S. owners o f the entity.

In addition, under the Foreign Account Tax Compliance Act, “pass-thru payments” made by a fo reign financial institution to
“recalcitrant ho lders” o r non-compliant fo reign financial institutions (and all o r a po rtion o f “pass-thru payments” made by a fo reign
financial institution to  certain o ther fo reign financial institutions) are  subject to  a 30% U.S. withho lding  tax. A “recalcitrant ho lder”
generally is a ho lder o f an account with a fo reign financial institution that fails to  comply with reasonable  requests fo r info rmation that
will help enable  the relevant fo reign financial institution to  comply with its reporting  requirements. A “pass-thru payment” is defined
under the Code as any Withho ldable  Payment o r o ther payment (including  non-U.S. source payments) to  the extent attributable  to  any
Withho ldable  Payment.

Although the Foreign Account Tax Compliance Act currently applies to  applicable  payments made after December 31, 2012, the
IRS has issued proposed Treasury Regulations providing  that the withho lding  provisions described above will generally apply to  certain
Withho ldable  Payments, and certain pass-thru payments that are
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Withho ldable  Payments (including  dividends), made on o r after January 1, 2014 , to  Withho ldable  Payments, and pass-thru payments that
are  Withho ldable  Payments, that constitute  g ross proceeds from the disposition o f property to  the extent such payments are  made with
respect to  a disposition occurring  on o r after January 1, 2015 and to  fo reign pass-thru payments (which have yet to  be defined) made
on o r after January 1, 2017. Ho lders are  urged to  consult with their own tax adviso rs regarding  the possible  implications o f this recently
enacted leg islation on their investment in the depositary shares.

Health Care Education and Reconciliation Act o f 2010
The Health Care Education and Reconciliation Act o f 2010 requires certain United States persons who  are  individuals, estates o r

trusts to  pay a 3.8% tax on, among  o ther things, dividends and capital gains from the sale , exchange, redemption o r o ther taxable
disposition o f stock, fo r taxable  years beg inning  after December 31, 2012. Prospective investo rs should consult their tax adviso rs
regarding  the effect, if any, o f this leg islation on their ownership and disposition o f the depositary shares.
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CERTAIN ERISA CONSIDERATIONS

The fo llowing  is a summary o f certain considerations associated with the purchase, ho lding  and, to  the extent re levant, disposition
of the depositary shares by any o f (i) an employee benefit plan subject to  Title  I o f the Employee Retirement Income Security Act o f
1974 , as amended (“ERISA”), (ii) a plan, individual re tirement account o r o ther arrangement that is subject to  Section 4975 o f the
Code o r provisions under any federal, state , local, non-U.S. o r o ther laws, rules o r regulations that are  similar to  such provisions o f
ERISA o r the Code (co llectively, “Similar Laws”), and/o r (iii) any entity whose underlying  assets are  considered to  include “plan
assets” (within the meaning  o f ERISA and any Similar Laws) o f any such plan, account o r arrangement by reason o f a plan’s investment
in such entity (each o f (i), (ii) and (iii), a “Plan”).

General Fiduciary Matters
ERISA and the Code impose certain duties on persons who  are  fiduciaries o f a Plan subject to  Title  I o f ERISA o r Section 4975 o f

the Code (an “ERISA Plan”) and prohibit certain transactions invo lving  the assets o f an ERISA Plan and its fiduciaries o r o ther interested
parties. In general, under ERISA and the Code, any person who  exercises any discretionary autho rity o r contro l over the administration
of such an ERISA Plan o r the management o r disposition o f the assets o f such an ERISA Plan, o r who  renders investment advice fo r a
fee o r o ther compensation to  such an ERISA Plan, is considered to  be a fiduciary o f the ERISA Plan (within the meaning  o f
Section 3(21) o f ERISA).

In considering  the acquisition, ho lding  and, to  the extent re levant, disposition o f the depositary shares, in any case, invo lving  the
assets o f a Plan, a fiduciary o f an ERISA Plan should consider, among  o ther matters, whether the investment is in acco rdance with the
documents and instruments governing  the Plan and the applicable  provisions o f ERISA, the Code o r any applicable  Similar Law relating
to  a fiduciary’s duties to  the Plan including , without limitation, the prudence, diversification, delegation o f contro l and prohibited
transaction provisions o f ERISA, the Code and any o ther applicable  Similar Laws.

Prohibited Transaction Considerations
Section 406 o f ERISA prohibits ERISA Plans from engag ing  in specified transactions invo lving  “plan assets” with persons o r

entities who  are  “parties in interest” (within the meaning  o f Section 3(14) o f ERISA), and Section 4975 o f the Code imposes an excise
tax on certain “disqualified persons” (within the meaning  o f Section 4975 o f the Code) who  engage in similar transactions, in each
case, unless a statuto ry o r administrative exemption is available . A party in interest o r disqualified person, including  a fiduciary o f an
ERISA Plan, who  engages in a non-exempt prohibited transaction may be subject to  excise  taxes and o ther penalties and liabilities under
ERISA and the Code. Plans that are  governmental plans (as defined in Section 3(32) o f ERISA), certain church plans (as defined in
Section 3(33) o f ERISA o r Section 4975(g )(3) o f the Code) and non-U.S. plans (as described in Section 4 (b)(4 ) o f ERISA) are  no t
subject to  the requirements o f Section 406 o f ERISA o r Section 4975 o f the Code, but may be subject to  comparable  prohibitions
under o ther applicable  Similar Laws. The occurrence o f a prohibited transaction could also  cause an individual account to  lo se its tax-
exempt status.

The acquisition and/o r ho lding  (and, to  the extent re levant, disposition) o f the depositary shares by an ERISA Plan with respect to
which the Company o r any o f its affiliates is considered a party in interest o r a disqualified person may constitute  o r result in a direct o r
indirect prohibited transaction under Section 406 o f ERISA and/o r Section 4975 o f the Code, unless the investment is acquired and is
held in acco rdance with an applicable  statuto ry, c lass o r individual prohibited transaction exemption. In this regard, the U.S. Department
o f Labor has issued prohibited transaction class exemptions (“PTCEs”) that may apply to  provide exemptive relief fo r direct o r
indirect prohibited transactions arising  in connection with the acquisition, ho lding  and/o r disposition (to  the extent re levant) o f the
depositary shares. These class exemptions include, without limitation, PTCE 84-14  respecting  transactions determined by qualified
pro fessional asset managers, PTCE 90-1 respecting  insurance
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company poo led separate  accounts, PTCE 91-38 respecting  bank co llective investment funds, PTCE 95-60 respecting  life  insurance
company general accounts and PTCE 96-23 respecting  transactions determined by in-house asset managers. In addition,
Section 408(b)(17) o f ERISA and Section 4975(d)(20) o f the Code each provides a limited exemption, called the “service provider
exemption,” from the prohibited transaction provisions o f Section 406 o f ERISA and Section 4975 o f the Code fo r certain purchases
and sales o f securities, provided that neither the issuer o f the securities no r any o f its affiliates (directly o r indirectly) have o r exercise
any discretionary autho rity o r contro l o r render any investment advice with respect to  the assets o f any ERISA Plan invo lved in the
transaction, and provided further that the ERISA Plan receives no  less, and pays no  more, than adequate  consideration in connection
with the transaction. There can be no  assurance that all o f the conditions o f any such exemptions will be satisfied.

Because o f the fo rego ing , the depositary shares should no t be acquired o r held by any person investing  “plan assets” o f any Plan,
unless such acquisition and ho lding  will no t constitute  a non-exempt prohibited transaction under ERISA o r Section 4975 o f the Code
and will no t constitute  a similar vio lation o f any applicable  Similar Laws.

The fo rego ing  discussion is general in nature  and is no t intended to  be all-inclusive. Due to  the complexity o f these rules and the
penalties that may be imposed upon persons invo lved in non-exempt prohibited transactions o r breaches o f fiduciary obligations, it is
particularly important that fiduciaries, o r o ther persons considering  whether to  acquire  any depositary shares on behalf o f, o r with the
assets o f, any Plan, consult with their counsel regarding  the po tential applicability o f ERISA, Section 4975 o f the Code and any Similar
Laws to  such transaction. Investo rs in depositary shares have exclusive responsibility fo r ensuring  that none o f the acquisition, ho lding
and/o r disposition o f the depositary shares vio lates the fiduciary o r prohibited transaction rules o f ERISA, the Code and/o r any Similar
Laws. The sale  o f any depositary shares by o r to  any Plan is in no  respect a representation by us o r any o f our affiliates o r
representatives that such an investment meets all re levant legal requirements with respect to  investments by such Plans generally o r
with respect to  any particular Plan, o r that such an investment is appropriate  fo r such Plans generally o r fo r any particular Plan.

Representation
By acquiring  and ho lding  the depositary shares, each purchaser and ho lder will be deemed to  have represented and warranted that

either (1) it is no t a Plan, and no  po rtion o f the assets used to  acquire  o r ho ld the depositary shares constitutes assets o f any Plan o r
(2) the acquisition and ho lding  o f any depositary shares will no t constitute  a non-exempt prohibited transaction under Section 406 o f
ERISA o r Section 4975 o f the Code o r similar vio lation under any applicable  Similar Laws.
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UNDERWRITING

Citig roup Global Markets Inc., J.P. Morgan Securities LLC, Merrill Lynch, Pierce, Fenner & Smith Inco rporated, UBS Securities
LLC and Wells Fargo  Securities, LLC are acting  as representatives o f each o f the underwriters named below. Under the terms and
subject to  the conditions contained in an underwriting  ag reement, dated the date  o f this prospectus supplement, each o f the
underwriters has severally and no t jo intly ag reed to  purchase from us, and we have ag reed to  sell to  that underwriter, the number o f
depositary shares listed next to  its name in the fo llowing  table:
 

Name   
Numbe r of De pos itary

S hare s  
Citig roup Global Markets Inc.    3,520,000  
J.P. Morgan Securities LLC    3,520,000  
Merrill Lynch, Pierce, Fenner & Smith

                Inco rporated    3,520,000  
UBS Securities LLC    3,520,000  
Wells Fargo  Securities, LLC    3,520,000  
Deutsche Bank Securities Inc.    400,000  
Go ldman, Sachs & Co .    400,000  
RBC Capital Markets, LLC    400,000  
Janney Montgomery Sco tt LLC    200,000  
Oppenheimer & Co . Inc.    200,000  
B.C. Zieg ler and Company    50,000  
BB&T Corp    50,000  
C.L. King  & Associates, Inc.    50,000  
D.A. Davidson & Co .    50,000  
Davenport & Company LLC    50,000  
HRC Investment Services, Inc.    50,000  
Keefe, Bruyette  & Woods, Inc.    50,000  
Mesirow Financial, Inc.    50,000  
Mischler Financial Group, Inc.    50,000  
Mitsubishi UFJ Securities (USA), Inc.    50,000  
Robert W. Baird & Co . Inco rporated    50,000  
Southwest Securities, Inc.    50,000  
Sterne, Agee & Leach, Inc.    50,000  
The Williams Capital Group, L.P.    50,000  
Wedbush Securities Inc.    50,000  
William Blair & Company, L.L.C.    50,000  

   20,000,000  

The underwriting  ag reement provides that the obligations o f the underwriters to  pay fo r and accept delivery o f the depositary
shares o ffered by this prospectus supplement and the accompanying  prospectus are  subject to  the approval o f certain legal matters by
their counsel and to  certain o ther conditions. The underwriters reserve the right to  withdraw, cancel o r modify o ffers to  the public  and
to  reject o rders in who le o r in part. The underwriters are  obligated to  take and pay fo r all o f the depositary shares o ffered by this
prospectus supplement and the accompanying  prospectus if any shares are  taken. If an underwriter defaults, the underwriting  ag reement
provides that the purchase commitments o f the non-defaulting  underwriters may be increased o r the underwriting  ag reement may be
terminated.
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We have ag reed that, fo r the period ending  30 days after the date  o f this prospectus supplement, and subject to  certain
exceptions, we will no t, without the prio r written consent o f the representatives o f the underwriters, (i) o ffer, pledge, announce the
intention to  sell, sell, contract to  sell, sell any option o r contract to  purchase, purchase any option o r contract to  sell, g rant any option,
right o r warrant to  purchase o r o therwise transfer o r dispose o f, directly o r indirectly, o r file  with the SEC a reg istration statement under
the Securities Act relating  to , any Preferred Stock o r depositary shares, any o ther o f our preferred stock (o r depositary shares in
respect thereo f), o r any securities convertible  into  o r exercisable  o r exchangeable  fo r Preferred Stock, depositary shares, o r any o ther
o f our preferred stock (o r depositary shares in respect thereo f), o r (ii) enter into  any swap o r o ther ag reement that transfers, in who le
o r in part, any o f the economic consequences o f ownership o f Preferred Stock o r depositary shares, whether any such transaction
described in clause (1) o r (2) above is to  be settled by delivery o f Preferred Stock o r depositary shares o r such o ther securities, in
cash o r o therwise.

The underwriters propose to  o ffer some o f the depositary shares directly to  the public  at the public  o ffering  price set fo rth on the
cover page o f this prospectus supplement and may o ffer some o f the depositary shares to  dealers at the public  o ffering  price less a
concession no t to  exceed $0.50 per depositary share so ld to  retail investo rs and $0.25 per depositary share so ld to  institutional
investo rs. The underwriters may allow, and such dealers may reallow, a concession no t in excess o f $0.45 per depositary share so ld to
retail investo rs and $0.20 per depositary share so ld to  institutional investo rs. After the initial o ffering  o f the depositary shares to  the
public , the representatives may change the public  o ffering  price, concession and discount.

We have g ranted to  the underwriters an option, exercisable  fo r 30 days from the date  o f this prospectus supplement, to  purchase
up to  an aggregate  o f 3,000,000 additional depositary shares at the public  o ffering  price listed on the cover o f this prospectus
supplement, less underwriting  discounts and commissions. The underwriters may exercise  this option so lely to  cover any over-
allo tments. To  the extent the option is exercised, each underwriter will become obligated, subject to  certain conditions, to  purchase
approximately the same percentage o f the additional depositary shares as the number listed next to  the underwriter’s name in the
preceding  table  bears to  the to tal number o f depositary shares listed next to  the names o f all underwriters in the preceding  table .

The underwriting  fee is equal to  the public  o ffering  price per depositary share less the amount paid by the underwriters to  us per
depositary share. The fo llowing  table  shows the per depositary share and to tal underwriting  discounts and commissions to  be paid to
the underwriters. Such amounts are  shown assuming  bo th no  exercise  and full exercise  o f the underwriters’ option to  purchase
3,000,000 additional depositary shares.
 

   No Exe rc ise    Full Exe rc ise  
Per Depositary Share   $ 0.61724     $ 0.63945  
To tal   $12,344 ,812.50    $14 ,707,312.50  

 
(1) Reflects 8,255,000 depositary shares so ld to  institutional investo rs, fo r which the underwriters received an underwriting  discount

o f $0.3750 per depositary share, and 11,745,000 depositary shares so ld to  retail investo rs, fo r which the underwriters received an
underwriting  discount o f $0.7875 per depositary share.

(2) Reflects full exercise  o f the underwriters’ option to  purchase 3,000,000 additional depositary shares and sale  o f the over-
allo tment shares to  retail investo rs fo r which the underwriters would receive an underwriting  discount o f $0.7875 per depositary
share.

Some o f our o fficers and directo rs may purchase the depositary shares in this o ffering .

We estimate that our to tal expenses o f this o ffering , including  reg istration, filing  fees, printing  fees and legal and accounting
expenses, but excluding  underwriting  discounts and commissions, will be approximately $1.3 million.

Prio r to  this o ffering , there  has been no  public  market fo r the depositary shares. We do  no t expect that there  will be any separate
public  trading  market fo r the shares o f the Preferred Stock except as represented by the depositary shares. We intend to  apply to  list
the depositary shares on the NYSE under the symbol “DFSPrB.” If
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the application is approved, we expect trading  o f the depositary shares on the NYSE to  beg in within the 30-day period after the initial
delivery o f the depositary shares.

Other than in the U.S., no  action has been taken by us o r the underwriters that would permit a public  o ffering  o f the securities
o ffered by this prospectus supplement in any jurisdiction where action fo r that purpose is required. The securities o ffered by this
prospectus supplement and the accompanying  prospectus may no t be o ffered o r so ld, directly o r indirectly, no r may this prospectus
supplement, the accompanying  prospectus o r any o ther o ffering  material o r advertisements in connection with the o ffer and sale  o f
any such securities be distributed o r published in any jurisdiction, except under c ircumstances that will result in compliance with the
applicable  rules and regulations o f that jurisdiction. Persons who  come to  possess this prospectus supplement o r the accompanying
prospectus are  advised to  info rm themselves about and to  observe any restric tions relating  to  the o ffering  and the distribution o f this
prospectus supplement and the accompanying  prospectus. This prospectus supplement and the accompanying  prospectus do  no t
constitute  an o ffer to  sell o r a so lic itation o f an o ffer to  buy any securities o ffered by this prospectus supplement and the
accompanying  prospectus in any jurisdiction in which such an o ffer o r a so lic itation is unlawful.

To  facilitate  the o ffering  o f the depositary shares, the underwriters may engage in transactions that stabilize , maintain o r
o therwise affect the price o f the depositary shares. Specifically, the underwriters may sell more depositary shares than they are
obligated to  purchase under the underwriting  ag reement, creating  a sho rt position. A short position may invo lve either “covered” sho rt
sales o r “naked” sho rt sales. Covered sho rt sales are  sales made in an amount no t g reater than the underwriters’ over-allo tment option
to  purchase additional depositary shares as described above. The underwriters may close out any covered sho rt position by either
exercising  their over-allo tment option o r purchasing  depositary shares in the open market. In determining  the source o f shares to  close
the covered sho rt position, the underwriters will consider, among  o ther things, the price o f depositary shares available  fo r purchase in
the open market as compared to  the price at which they may purchase depositary shares from us through the over-allo tment option.
Naked sho rt sales are  sales in excess o f the over-allo tment option. The underwriters must c lose out any naked sho rt position by
purchasing  depositary shares in the open market. A naked sho rt position is more likely to  be created if the underwriters are  concerned
that there  may be downward pressure on the price o f the depositary shares in the open market after pric ing  that could adversely affect
investo rs who  purchase in the o ffering . As an additional means o f facilitating  the o ffering , the underwriters may bid fo r, and purchase,
depositary shares in the open market to  stabilize  the price o f the depositary shares. These activities may raise  o r maintain the market
price o f the depositary shares above independent market levels o r prevent o r re tard a decline in the market price o f the depositary
shares. The underwriters are  no t required to  engage in these activities, and may end any o f these activities at any time.

The underwriters may also  impose a penalty bid. This occurs when a particular underwriter repays to  the underwriters a po rtion o f
the underwriting  discount received by it because the representatives have repurchased depositary shares so ld by o r fo r the account o f
such underwriter in stabiliz ing  o r sho rt covering  transactions.

In general, purchases o f a security fo r the purpose o f stabiliz ing  o r reducing  a syndicate  sho rt position could cause the price o f
the security to  be higher than it might o therwise be in the absence o f such purchases.

Neither we no r the underwriters make any representation o r prediction as to  the direction o r magnitude o f any effect that the
transactions described above may have on the price o f the depositary shares. In addition, neither we no r the underwriters make any
representation that the underwriters will engage in such transactions o r that such transactions will no t be discontinued without no tice,
once they are  commenced.

In connection with the o ffering , certain o f the underwriters o r securities dealers may distribute  prospectus supplements by
electronic  means, such as email.

We have ag reed to  indemnify the several underwriters against certain liabilities, including  liabilities under the Securities Act o f
1933, as amended. If we are  unable  to  provide this indemnification, we have ag reed to  contribute  to  payments the underwriters may be
required to  make in respect o f those liabilities.
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The underwriters and their respective affiliates are  full service financial institutions engaged in various activities, which may include
securities trading , commercial and investment banking , financial adviso ry, investment management, investment research, principal
investment, hedg ing , financing  and brokerage activities. Certain o f the underwriters and certain o f their respective affiliates have
perfo rmed commercial banking , investment banking , financial adviso ry and/o r o ther services fo r us and our affiliates, from time to
time, fo r which they have received customary fees and expenses. The underwriters may, from time to  time, engage in transactions
with and perfo rm services fo r us in the o rdinary course o f their business.

In the o rdinary course o f their various business activities, the underwriters and their respective affiliates have made o r held, and
may in the future  make o r ho ld, a broad array o f investments including  serving  as counterparties to  certain derivative and hedg ing
arrangements, and may have actively traded, and, in the future  may actively trade, debt and equity securities (o r re lated derivative
securities), and financial instruments (including  bank loans) fo r their own account and fo r the accounts o f their customers and may have
in the past and at any time in the future  ho ld long  and sho rt positions in such securities and instruments. Such investment and securities
activities may have invo lved, and in the future  may invo lve, our securities and instruments. If any o f the underwriters o r their affiliates
has a lending  relationship with us, certain o f those underwriters o r their affiliates may hedge their credit exposure to  us consistent with
their customary risk management po lic ies. Typically, such underwriters and their affiliates would hedge such exposure by entering  into
transactions which consist o f e ither the purchase o f credit default swaps o r the creation o f sho rt positions in our securities. The
underwriters and their affiliates may also  make investment recommendations and/o r publish o r express independent research views in
respect o f such securities o r financial instruments and may ho ld, o r recommend to  clients that they acquire , long  and/o r sho rt positions
in such securities and instruments.

We expect that delivery o f the depositary shares will be made against payment therefo r on o r about October 16, 2012 which will
be the fifth business day after the date  o f this prospectus supplement. Under Rule 15c6-1 o f the SEC under the Exchange Act, trades in
the secondary market generally are  required to  settle  in three business days, unless the parties to  a trade expressly ag ree o therwise.
According ly, purchasers who  wish to  trade depositary shares on the date  o f pricing  o r the first business day after the date  hereo f will be
required, by virtue o f the fact that the depositary shares will settle  in five business days, to  specify an alternative settlement cycle  at the
time o f any such trade to  prevent a failed settlement. Such purchasers should consult their own adviso rs in this regard.

Selling  Restrictions
European Economic Area

In relation to  each Member State  o f the European Economic Area which has implemented the Prospectus Directive (each, a
“Relevant Member State”), with effect from and including  the date  on which the Prospectus Directive is implemented in that Relevant
Member State  no  o ffer o f depositary shares may be made to  the public  in that Relevant Member State  o ther than:
 

 •  to  any legal entity which is a qualified investo r as defined in the Prospectus Directive;
 

 
•  to  fewer than 150 natural o r legal persons (o ther than qualified investo rs as defined in the Prospectus Directive), as permitted

under the Prospectus Directive, subject to  obtaining  the prio r consent o f the underwriters; o r
 

 •  in any o ther c ircumstances falling  within Artic le  3(2) o f the Prospectus Directive,

provided that no  such o ffer o f depositary shares shall require  the Company o r the underwriters to  publish a prospectus pursuant to
Artic le  3 o f the Prospectus Directive.

For the purpose o f the above provisions, the expression “an o ffer to  the public” in relation to  any depositary shares in any
Relevant Member State  means the communication in any fo rm and by any means o f suffic ient info rmation on the terms o f the o ffer and
the depositary shares to  be o ffered so  as to  enable  an investo r to  decide
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to  purchase o r subscribe the depositary shares, as the same may be varied in the Relevant Member State  by any measure implementing
the Prospectus Directive in the Relevant Member State  and the expression “Prospectus Directive” means Directive 2003/71/EC (and
amendments thereto , including  the 2010 PD Amending  Directive) and includes any relevant implementing  measure in the Relevant
Member State  and the expression “2010 PD Amending  Directive” means Directive 2010/73/EU.

This document is no t a prospectus fo r the purposes o f the Prospectus Directive as implemented by the member states o f the
European Economic Area. This prospectus supplement is only being  distributed to , and is only directed at, persons who  are  “qualified
investo rs” (as defined in Artic le  2(1)(e) o f the Prospectus Directive). This prospectus supplement has been prepared on the basis that
any o ffer o f depositary shares in any Relevant Member State  will be made pursuant to  an exemption under the Prospectus Directive
from the requirement to  publish a prospectus fo r o ffers o f depositary shares. According ly any person making  o r intending  to  make an
offer in that Relevant Member State  o f depositary shares which are  the subject o f the o ffering  contemplated in this prospectus
supplement may only do  so  in circumstances in which no  obligation arises fo r the Company o r any o f the underwriters to  publish a
prospectus pursuant to  Artic le  3 o f the Prospectus Directive in relation to  such o ffer. Neither the Company no r the underwriters have
autho rized, no r do  they autho rize, the making  o f any o ffer o f depositary shares in circumstances in which an obligation arises fo r the
Company o r the underwriters to  publish a prospectus fo r such o ffer.

United Kingdom
This prospectus supplement is being  distributed only to , and is directed only at, and any o ffer subsequently made may only be

directed at, persons (i) who  have pro fessional experience in matters re lating  to  investments falling  within Artic le  19(5) o f the Financial
Services and Markets Act 2000 (Financial Promotion) Order 2005, as amended (the “Order”), and/o r (ii) who  are  high net worth
companies falling  within Artic le  49(2)(a) to  (d) o f the Order and/o r (iii) who  are  persons to  whom it may o therwise be lawfully
communicated (all such persons together being  referred to  as “relevant persons”). This document must no t be acted on o r relied on in
the United Kingdom by persons who  are  no t re levant persons. In the United Kingdom, any investment o r investment activity to  which
this document relates is only available  to , and will be engaged in with, re levant persons.

All applicable  provisions o f the Financial Services and Markets Act 2000 must be complied with in respect to  anything  done by
any person in relation to  the depositary shares in, from o r o therwise invo lving  the United Kingdom.
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VALIDITY OF THE PREFERRED STOCK AND DEPOSITARY SHARES

The validity o f the Preferred Stock and depositary shares o ffered by this prospectus supplement and the accompanying
prospectus will be passed upon fo r us by Sidley Austin LLP, New York, New York. Latham & Watkins LLP, Los Angeles, Califo rnia, will
pass upon certain matters fo r the underwriters.

EXPERTS

The conso lidated financial statements inco rporated by reference in this prospectus supplement and the accompanying  prospectus
and the effectiveness o f Discover Financial Services’ internal contro l over financial reporting  have been audited by Delo itte  & Touche
LLP, an independent reg istered public  accounting  firm, as stated in their reports, which are  inco rporated herein by reference (which
reports (1) express an unqualified opinion on the conso lidated financial statements and include an explanato ry parag raph relating  to
Discover Financial Services’ adoption o f the accounting  standards, Accounting for Transfers of Financial Assets — an amendment of
FASB Statement No. 140 and Amendments to FASB Interpretation No. 46(R), on December 1, 2009 and (2) express an unqualified
opinion on the effectiveness o f internal contro l over financial reporting ). Such financial statements have been so  inco rporated in
reliance upon the reports o f such firm g iven upon their autho rity as experts in accounting  and auditing .
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WHERE YOU CAN FIND MORE INFORMATION

We file  annual, quarterly, and current reports, proxy statements and o ther info rmation with the Securities and Exchange
Commission (“SEC”). Our SEC filings are  available  to  the public  over the Internet at the SEC’s web site  at http://www.sec.gov and on
the investo r relations page o f our website  at http://www.discoverfinancial.com. The info rmation available  at our website  does no t
constitute  a part o f this prospectus supplement o r the accompanying  prospectus. Our SEC file  number is 001-33378. You may also
read and copy any document we file  with the SEC at the SEC’s public  reference facilities at 100 F Street N.E., Washing ton, D.C. 20549.
You can also  obtain copies o f the documents upon the payment o f a duplicating  fee to  the SEC. Please call the SEC at 1-800-SEC-0330
fo r further info rmation on the operation o f the public  reference facilities. You may also  request a copy o f our SEC filings, o r the
documents we inco rporate  by reference herein, at no  cost, by writing  o r te lephoning  us at:

Discover Financial Services
2500 Lake Cook Road

Riverwoods, Illino is 60015
Attention: Investo r Relations
Telephone: (224) 405-0900

This prospectus supplement and the accompanying  prospectus omit some info rmation contained in the related reg istration
statement in acco rdance with SEC rules and regulations. You should review the info rmation and exhibits included in the reg istration
statement fo r further info rmation about us and the securities we are  o ffering . Statements in this prospectus supplement o r the
accompanying  prospectus concerning  any document we filed as an exhibit to  the reg istration statement o r that we o therwise filed with
the SEC are no t intended to  be comprehensive and are  qualified by reference to  these filings. You should review the complete
document to  evaluate  these statements.

You should rely only on the info rmation inco rporated by reference o r provided in this prospectus supplement and the
accompanying  prospectus. We have no t autho rized anyone else  to  provide you with different info rmation o r to  make any
representations o ther than as contained in this prospectus supplement and the accompanying  prospectus. We are  no t making  any o ffer
o f these securities in any state  o r jurisdiction where the o ffer is no t permitted.

DOCUMENTS INCORPORATED BY REFERENCE

The SEC allows us to  inco rporate  by reference much o f the info rmation that we file  with it, which means that we can disclose
important info rmation to  you by referring  you to  those publicly available  documents. The info rmation that we inco rporate  by reference
is an important part o f this prospectus supplement and the accompanying  prospectus. Any statement contained in a document
inco rporated o r deemed to  be inco rporated by reference into  this prospectus supplement o r the accompanying  prospectus will be
deemed to  be modified o r superseded fo r purposes o f this prospectus supplement and the accompanying  prospectus to  the extent
that a statement contained in this prospectus supplement o r the accompanying  prospectus o r any o ther subsequently filed document
that is deemed to  be inco rporated by reference into  this prospectus supplement o r the accompanying  prospectus modifies o r
supersedes the statement. Any statement so  modified o r superseded will no t be deemed, except as so  modified o r superseded, to
constitute  a part o f this prospectus supplement o r the accompanying  prospectus.

This prospectus supplement and the accompanying  prospectus inco rporate  by reference the documents listed below and any
filings we make with the SEC under Sections 13(a), 13(c), 14 , o r 15(d) o f the Exchange Act after the date  hereo f and until the
termination o f this o ffering ; provided, however, that we are  no t inco rporating  by reference any document, po rtion o f any document o r
o ther info rmation that is deemed to  have been “furnished” and no t “filed” with the SEC:
 

 •  our Annual Report on Form 10-K fo r the fiscal year ended November 30, 2011;
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•  our Quarterly Reports on Form 10-Q fo r the quarterly periods ended February 28, 2012, May 31, 2012 and August 31, 2012;

and
 

 
•  our Current Reports on Form 8-K, dated December 16, 2011, April 9, 2012, April 19, 2012, April 20, 2012, April 24 ,

2012, May 3, 2012, May 10, 2012, and September 24 , 2012.
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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 o f the Forego ing

This prospectus relates to  senio r debt securities, subordinated debt securities, common stock, preferred stock, depositary
shares, stock purchase contracts, stock purchase units, warrants and hybrid securities combining  elements o f the fo rego ing  that we
may sell from time to  time in one o r more transactions. This prospectus contains a general description o f the securities that we may
offer fo r sale . The specific  terms o f the securities will be contained in one o r more supplements to  this prospectus. This prospectus
may no t be used to  o ffer and sell the securities unless accompanied by a prospectus supplement. A prospectus supplement may add,
update  o r change info rmation contained in this prospectus. Read this prospectus and the applicable  prospectus supplement, as well as
the documents inco rporated by reference in this prospectus, carefully befo re you invest.

Our common stock is listed on the New York Stock Exchange under the symbol “DFS.” On June 28, 2012, the last repo rted
sale  price o f our common stock on the New York Stock Exchange was $33.36 per share. You are  urged to  obtain current market
quo tations o f the common stock. We have no t yet determined whether any o f the o ther securities that may be o ffered by this
prospectus will be listed on any exchange, inter-dealer quo tation system o r over-the-counter market.

Our securities may be o ffered directly, through agents designated from time to  time by us, o r to  o r through underwriters o r
dealers. If any agents o r underwriters are  invo lved in the sale  o f any o f our securities, their names, and any applicable  purchase price,
fee, commission o r discount arrangement between o r among  them, will be set fo rth o r will be calculable  in the applicable  prospectus
supplement o r o ther o ffering  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 o ffered hereby or passed upon the adequacy or accuracy o f this prospectus. Any representation to  the
contrary is a criminal o ffense.

The securities o ffered hereby are  no t deposits o r o ther obligations o f a bank o r savings association and are  no t insured o r
guaranteed by the Federal Deposit Insurance Corporation o r any o ther governmental agency.
 

 
The date o f this prospectus is June 29 , 2012
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ABOUT THIS PROSPECTUS

This prospectus is part o f an automatic  shelf reg istration statement that we filed with the Securities and Exchange
Commission, o r SEC, as a “well-known seasoned issuer” as defined in Rule 405 under the Securities Act o f 1933, as amended, o r the
Securities Act, utiliz ing  a “shelf” reg istration process. Under this shelf process, we may from time to  time o ffer and sell, in one o r
more o fferings, the securities described in this prospectus. This prospectus provides you with a general description o f the securities
we may o ffer. Each time we sell securities under this prospectus, we will provide a prospectus supplement o r o ther o ffering  materials
that will contain specific  info rmation about the terms o f that o ffering . The prospectus supplement may add, update  o r change
info rmation contained in this prospectus. If the info rmation in this prospectus is inconsistent with a prospectus supplement, you should
rely on the info rmation in that prospectus supplement. Please carefully read this prospectus and any prospectus supplement together
with the additional info rmation described under the heading  “Where You Can Find More Info rmation.”

You should rely only on the info rmation contained o r inco rporated by reference in this prospectus and in any accompanying
prospectus supplement and issuer free writing  prospectus. We have no t autho rized any o ther person to  provide you with different
info rmation. This document may only be used where it is legal to  sell these securities. We are  no t making  an o ffer o f these securities in
any state  o r jurisdiction where the o ffer is no t permitted. You should only assume that the info rmation in this prospectus o r in any
prospectus supplement o r issuer free writing  prospectus is accurate  only as o f their respective dates. Our business, financial condition,
results o f operations and prospects may have changed since those dates.

Each reference in this prospectus to  “we,” “us,” “our,” “Discover” o r “the Company” means Discover Financial Services and
its conso lidated subsidiaries, unless the context requires o therwise.
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THE COMPANY

Discover Financial Services is a direct banking  and payment services company. We are  a bank ho lding  company under the
Bank Ho lding  Company Act o f 1956 and a financial ho lding  company under the Gramm-Leach-Bliley Act, subject to  oversight,
regulation and examination by the Board o f Governors o f the Federal Reserve System (the “Federal Reserve”). We o ffer credit cards,
student loans, personal loans and deposit products through our Discover Bank subsidiary and home loans through our Discover Home
Loans, Inc. subsidiary. We had $57.1 billion in loan receivables and $27.6 billion in deposits issued through direct-to -consumer channels
and affinity relationships at May 31, 2012. We operate  the Discover Network, our credit card payments network; the PULSE network
(“PULSE”), our automated te ller machine (“ATM”), debit and electronic  funds transfer network; and Diners Club International (“Diners
Club”), our g lobal payments network.

Our principal executive o ffices are  located at 2500 Lake Cook Road, Riverwoods, Illino is 60015, and our te lephone 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 o f the info rmation included and inco rporated by reference in this prospectus, including  the risk facto rs inco rporated by
reference from our most recent Annual Report on Form 10-K and Quarterly Reports on Form 10-Q, as updated by o ther SEC filings
filed after such reports, as well as any risks described in any applicable  prospectus supplement. Our business, financial condition, results
o f operations and prospects could be materially adversely affected by any o f these risks. The occurrence o f any o f these risks may
cause you to  lo se all o r part o f your investment.

SPECIAL NOTES CONCERNING FORWARD- LOOKING STATEMENTS

This prospectus, including  the documents inco rporated by reference into  this prospectus and any related prospectus
supplement, contain o r will contain certain statements that are  fo rward-looking  within the meaning  o f the Private  Securities Litigation
Refo rm Act o f 1995. These statements are  no t guarantees o f future  perfo rmance and invo lve certain risks, uncertainties and
assumptions that are  difficult to  predict. Actual outcomes and results may differ materially from those expressed in, o r implied by, our
fo rward-looking  statements. Words such as “expects,” “antic ipates,” “believes,” “estimates” and o ther similar expressions o r future  o r
conditional verbs such as “will,” “should,” “would” and “could” are  intended to  identify such fo rward-looking  statements. You should
no t rely so lely on the fo rward-looking  statements, which are  qualified in their entirety by reference to , and are  accompanied by, the
important facto rs described in our Annual Report on Form 10-K fo r the year ended November 30, 2011, including  under the headings
“Risk Facto rs” and “Special No te Regarding  Forward-Looking  Statements,” as updated by our o ther SEC filings filed after such Annual
Report, including  our Quarterly Reports on Form 10-Q fo r the quarters ended February 29, 2012 and May 31, 2012. You should
consider all uncertainties and risks contained in o r inco rporated by reference into  this prospectus and any related prospectus
supplement. Fo rward-looking  statements speak only as o f the date  they are  made, and we undertake no  obligation to  update  any
fo rward-looking  statement.

Possible  events o r facto rs that could cause results o r perfo rmance to  differ materially from those expressed in our fo rward-
looking  statements include the fo llowing :
 

 
�  changes in economic variables, such as the availability o f consumer credit, the housing  market, energy costs, the

number and size o f personal bankruptcy filings, the rate  o f unemployment, the levels o f consumer confidence and
consumer debt, and investo r sentiment;
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�  the impact o f current, pending  and future  leg islation, regulation, superviso ry guidance, and regulato ry and legal actions,

including  those related to  financial regulato ry refo rm, consumer financial services practices, and funding , capital and
liquidity;

 

 �  the actions and initiatives o f current and po tential competito rs;
 

 �  our ability to  manage our expenses;
 

 
�  our ability to  successfully achieve card acceptance across our networks and maintain relationships with network

partic ipants;
 

 �  our ability to  sustain and g row our private  student loan po rtfo lio ;
 

 
�  our ability to  manage our credit risk, market risk, liquidity risk, operational risk, legal and compliance risk, and strateg ic

risk;
 

 �  the availability and cost o f funding  and capital;
 

 �  access to  deposit, securitization, equity, debt and credit markets;
 

 �  the impact o f rating  agency actions;
 

 
�  the level and vo latility o f equity prices, commodity prices and interest rates, currency values, investments, o ther market

fluctuations and o ther market indices;
 

 �  lo sses in our investment po rtfo lio ;
 

 �  limits on our ability to  pay dividends and repurchase our common stock;
 

 �  fraudulent activities o r material security breaches o f key systems;
 

 �  our ability to  increase o r sustain Discover card usage o r attract new customers;
 

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

 �  the effect o f po litical, economic and market conditions, geopo litical events and unfo reseen o r catastrophic  events;
 

 �  our ability to  introduce new products o r services;
 

 �  our ability to  manage our relationships with third-party vendors;
 

 �  our ability to  maintain current techno logy and integ rate  new and acquired systems;
 

 �  our ability to  co llect amounts fo r disputed transactions from merchants and merchant acquirers;
 

 �  our ability to  attract and retain employees;
 

 �  our ability to  pro tect our reputation and our intellectual property;
 

 
�  difficulty obtaining  regulato ry approval fo r, financing , c lo sing , transitioning , integ rating  o r manag ing  the expenses o f

acquisitions o f o r investments in new businesses, products o r techno log ies; and
 

 �  new lawsuits, investigations o r similar matters o r unanticipated developments related to  current matters.

We routinely evaluate  and may pursue acquisitions o f o r investments in businesses, products, techno log ies, loan po rtfo lio s o r
deposits, which may invo lve payment in cash o r our debt o r equity securities.

The fo rego ing  review o f important facto rs should no t be construed as exclusive and should be read in conjunction with the
o ther cautionary statements that are  included in o r inco rporated by reference into  this prospectus and any related prospectus
supplement. These facto rs expressly qualify all subsequent o ral and written fo rward-looking  statements attributable  to  us o r persons
acting  on our behalf. Except fo r any ongo ing
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obligations to  disclose material info rmation as required under U.S. federal securities laws, we do  no t have any intention o r obligation to
update  fo rward-looking  statements after we distribute  this prospectus and any related prospectus supplement, whether as a result o f
new info rmation, future  developments o r o therwise.

USE OF PROCEEDS

Unless o therwise described in the applicable  prospectus supplement, we intend to  use the net proceeds from the sale  o f the
securities fo r general co rporate  purposes, which may include: working  capital needs, investments in, o r extensions o f credit to , our
subsidiaries, possible  repayment, repurchase o r redemption o f existing  debt, expansion o f existing  businesses, possible  acquisitions
o f businesses and possible  investments in o ther business opportunities. Pending  such use, we intend to  invest the net proceeds in
interest-bearing  investment-g rade securities.

SELECTED FINANCIAL DATA

Effective March 1, 2012, we adopted the Financial Accounting  Standards Board’s (“FASB”) Accounting  Standards Update
(“ASU”) No . 2011-05, Comprehensive Income (Topic 220): Presentation of Comprehensive Income, as amended by ASU 2011-12,
Comprehensive Income (Topic 220): Deferral of the Effective Date for Amendments to the Presentation of Reclassifications of Items Out
of Accumulated Other Comprehensive Income in Accounting Standards Update No. 2011-05. These updates revise  the manner in which
entities present comprehensive income in their financial statements. The fo llowing  selected financial info rmation revises histo rical
info rmation to  illustrate  the new presentation required by this pronouncement fo r the periods presented.

STATEMENTS OF COMPREHENSIVE INCOME
(unaudited, in thousands)

 
   For the  Ye ar Ende d Nove mbe r 30,  
   2011   2010   2009  
Net income   $2,226,708   $764 ,788   $1,276,185  
Other comprehensive income, net o f taxes     

Unrealized gain (lo ss) on securities available  fo r sale , net o f tax    46,967    (8,894)   (8,527) 
Unrealized gain on cash flow hedges, net o f tax    4 ,480    2,525    —    
Unrealized pension and post-retirement benefit gain(loss), net o f tax    (20,578)   78    (79,953) 

Other comprehensive income    30,869    (6,291)   (88,480) 
Comprehensive income   $2,257,577   $758,497   $1,187,705  

RATIO OF EARNINGS TO FIXED CHARGES AND PREFERRED DIVIDENDS

Our histo rical ratio s o f earnings to  fixed charges fo r the periods indicated are  set fo rth in the table  below. On March 13, 2009,
we issued preferred stock to  the U.S. Treasury, which we redeemed on April 21, 2010. Prio r to  the issuance, no  shares o f our preferred
stock were outstanding  and, therefo re, during  periods prio r to  the quarter ending  May 31, 2009, the ratio  o f earnings to  fixed charges
and preferred stock dividends is the same as the ratio  o f earnings to  fixed charges. The ratio  o f earnings to  fixed charges is computed
by dividing  (1) income from continuing  operations befo re income taxes, fixed charges and lo sses from unconso lidated investees by
(2) to tal fixed charges. Fo r purposes o f computing  these ratio s, fixed charges consist o f interest expense and an estimated interest
po rtion o f rental expense.
 

3



Table of  Contents

   For the  S ix Months  Ende d   For the  Ye ar Ende d Nove mbe r 30,  
   May 31, 2012   May 31, 2011  2011    2010    2009    2008    2007  
Ratio  o f Earnings to  Fixed Charges   3.7x   3.2x    3.4x     1.8x     2.7x     2.3x     2.2x  
Ratio  o f Earnings to  Fixed Charges and Preferred Stock

requirements   3.7x   3.2x    3.4x     1.8x     2.6x     2.3x     2.2x  

GENERAL DESCRIPTION OF SECURITIES

We may o ffer under this prospectus: debt securities, common stock, preferred stock, depositary shares, stock purchase
contracts, stock purchase units, warrants to  purchase debt securities, common stock o r preferred stock; o r any combination o f the
fo rego ing , e ither individually o r as units consisting  o f two  o r more securities.

The fo llowing  description o f the terms o f these securities sets fo rth some o f the general terms and provisions o f securities
that we may o ffer. The particular terms o f securities o ffered by any prospectus supplement and the extent, if any, to  which the general
terms set fo rth below do  no t apply to  those securities, will be described in the related prospectus supplement. In addition, if we o ffer
securities as units, the terms o f the units will be described in the applicable  prospectus supplement. If the info rmation contained in the
prospectus supplement differs from the fo llowing  description, you should rely on the info rmation in the prospectus supplement.

DESCRIPTION OF DEBT SECURITIES

We may issue senio r debt securities and subordinated debt securities under one o f two  separate  indentures. Our senio r debt
securities are  to  be issued under a senio r indenture, dated as o f June 12, 2007, by and between Discover Financial Services and
U.S. Bank National Association, as trustee, a copy o f which is inco rporated by reference into  the reg istration statement, to  which this
prospectus fo rms a part, as an exhibit. Our subordinated debt securities are  to  be issued under a subordinated indenture, the fo rm o f
which is attached to  the reg istration statement, to  which this prospectus fo rms a part, as an exhibit.

The senio r debt securities and the subordinated debt securities are  co llectively referred to  in this prospectus as the debt
securities. The senio r indenture and the subordinated indenture are  referred to  in this prospectus individually as the “Indenture” and
co llectively as the “Indentures.” The Indentures may be supplemented from time to  time.

The fo llowing  section is a summary o f certain provisions o f the Indentures. This summary does no t purport to  be complete
and is subject to , and is qualified in its entirety by reference to , all the provisions o f the Indentures, including  the definitions in the
Indentures o f certain terms. We encourage you to  read the Indentures and our debt securities fo r provisions that may be important to
you. Wherever this summary refers to  particular sections o r defined terms o f an Indenture, it is intended that such sections o r defined
terms shall be inco rporated into  this prospectus by reference. All capitalized terms included in this summary shall have the same
meanings specifically set fo rth in the applicable  Indenture. In this section, “the Company,” “we,” “us,” “our” and similar words refer to
Discover Financial Services and no t any o f its subsidiaries.

Our debt securities may be issued as part o f a stock purchase unit. Stock purchase units are  summarized in this prospectus
under the heading  “Description o f 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
o f debt securities issuable  under each Indenture is unlimited, and debt securities may be issued from time to  time. The senio r debt
securities will be our direct unsecured obligations. The subordinated
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debt securities will be our direct unsecured obligations and will be subordinated to  all o f our senio r debt as described below under the
heading  “Subordination.” The debt securities issued under the Indentures will be subordinate  to  all o f our existing  and future  secured
indebtedness and structurally subordinated to  existing  and future  claims o f credito rs o f our subsidiaries. Except as described below
under the heading  “Certain Covenants,” the Indentures do  no t limit o ther indebtedness o r securities which may be incurred o r issued by
us o r any o f our subsidiaries o r contain financial o r similar restric tions on us o r our subsidiaries.

The terms o f each series o f debt securities will be established by o r pursuant to  reso lutions o f our board o f directo rs (and to
the extent established o ther than in a board reso lution, in an o fficer’s certificate  detailing  such establishment) o r pursuant to  a
supplemental indenture. If we o ffer debt securities, we will prepare and distribute  a prospectus supplement that describes the specific
terms o f such debt securities. We do  no t have to  issue all o f the debt securities o f one series at the same time and, unless o therwise
specified in a prospectus supplement, we may reopen a series, without the consent o f the ho lders o f the debt securities o f that series,
fo r issuances o f additional debt securities o f that series. The applicable  prospectus supplement may provide the fo llowing  terms o f the
debt securities being  o ffered, if applicable:
 
 �  the designation o f the o ffered securities;
 

 �  the aggregate  principal amount and any limit upon the aggregate  principal amount o f the o ffered securities;
 

 �  if o ther than U.S. do llars, the currency o r currencies in which the o ffered securities are  denominated;
 

 �  the date  o r dates on which principal o f the o ffered securities is payable;
 

 

�  the rate  o r rates at which the o ffered securities shall bear interest, if any, the date  o r dates from which such interest shall
accrue, on which interest shall be payable  and, in the case o f reg istered securities, on which a reco rd date  shall be taken
fo r determining  ho lders to  whom interest is payable  and/o r the method by which such rate  o r rates o r date  o r dates shall
be determined;

 

 
�  if o ther than the o ffices o f the applicable  Trustee, the place where the principal o f and interest on the o ffered securities

will be payable;
 

 
�  our right, if any, to  redeem the o ffered securities, in who le o r in part, at our option and the period o r periods within which,

the price o r prices at which and any terms and conditions, including  the no tice period, upon which the o ffered securities
may be so  redeemed, pursuant to  any sinking  fund o r o therwise;

 

 

�  our obligation, if any, to  redeem, purchase o r repay the o ffered securities pursuant to  any mandato ry redemption,
sinking  fund o r analogous provisions o r at the option o f a ho lder thereo f and the price o r prices at which and the period o r
periods within which and any terms and conditions upon which the o ffered securities shall be redeemed, purchased o r
repaid, in who le o r in part, pursuant to  such obligation;

 

 
�  if o ther than denominations o f $2,000 and any integ ral multiple  o f $1,000 in excess thereo f, the denominations in which

the o ffered securities will be issuable;
 

 
�  if o ther than the principal amount o f such o ffered security, the po rtion o f the principal amount payable  upon declaration

of acceleration o f the maturity thereo f;
 

 
�  if o ther than the co in o r currency in which the o ffered securities are  denominated, the co in o r currency in which payment

o f the principal o f o r interest on the o ffered securities shall be payable;
 

 
�  if the principal o f o r interest on the o ffered securities are  to  be payable , at our e lection o r a ho lder thereo f, in a co in o r

currency o ther than that in which the o ffered securities are  denominated, the period o r periods within which, and the terms
and conditions upon which, such election may be made;

 

 

�  if the amount o f payments o f principal o f and interest on the o ffered securities may be determined with reference to  an
index based on a co in o r currency o ther than that in which the o ffered securities are  denominated, o r with reference to
any currencies, securities o r baskets o f securities, commodities o r indices, the manner in which such amounts shall be
determined;

 
5



Table of  Contents

 
�  if the ho lders o f the o ffered securities may convert o r exchange the o ffered securities into  o r fo r o ther o f our o r ano ther

entity’s securities o r fo r o ther property (o r the cash value thereo f), the specific  terms o f and period during  which such
conversion o r exchange may be made;

 

 
�  whether the o ffered securities shall be issued as reg istered securities, and if so  whether such securities will be issuable  in

the fo rm o f a reg istered g lobal security, o r unreg istered (with o r without coupons) o r any combination thereo f;
 

 
�  whether the o ffered securities are  senio r debt securities o r subordinated debt securities and, if subordinated debt

securities, the specific  subordination provisions applicable  thereto ;
 

 

�  in the case o f subordinated debt securities, provisions specifying  the relative deg ree, if any, to  which such subordinated
debt securities o f the series will be senio r to  o r be subordinated in right o f payment to  o ther series o f subordinated debt
securities o r o ther indebtedness o f the Company, as the case may be, whether such o ther series o f subordinated debt
securities o r o ther indebtedness is outstanding  o r no t;

 

 
�  any restric tions applicable  to  the o ffer, sale , transfer, exchange o r delivery o f unreg istered o r reg istered securities o r

the payment o f interest thereon and, if applicable , the terms upon which unreg istered securities may be exchanged fo r
reg istered securities and vice versa;

 

 
�  whether and under what c ircumstances we will pay additional amounts on the o ffered securities held by a non-U.S. Person

in respect o f tax, assessment o r governmental charge withheld o r deducted and, if so , whether we will have the option to
redeem such securities rather than pay such additional amounts;

 

 
�  if the o ffered securities are  to  be issued in definitive fo rm only upon the receipt o f certain certificates o r o ther

documents o r satisfaction o f o ther conditions, the fo rm and terms o f such certificates, documents o r conditions;
 

 
�  the identity o f any trustees, deposito ries, authenticating  o r paying  agents, transfer agents o r reg istrars o r any o ther

agents with respect to  the o ffered securities;
 

 
�  any o ther events o f default o r covenants with respect to  the o ffered securities, including  any additions to  o r changes in

the events o f default, covenants o r acceleration provisions described in this prospectus o r the Indentures; and
 

 
�  any o ther specific  terms o f the o ffered securities, including  any which may modify, delete , supplement o r add any

provision o f the Indentures as it applies to  that series.

Certain Covenants

Negative Pledge.    Unless o therwise provided in any series o f debt securities, the senio r indenture provides that we will no t,
and will no t permit any o f our subsidiaries to , create , assume, incur o r guarantee any indebtedness fo r bo rrowed money that is secured
by a pledge, lien o r o ther encumbrance (except fo r Permitted Liens, as defined below) on:
 

 
�  the Vo ting  Securities (defined below) o f Discover Bank o r any subsidiary succeeding  to  any substantial part o f the

business now conducted by Discover Bank; o r
 

 
�  the Vo ting  Securities o f a subsidiary that owns, directly o r indirectly, the vo ting  securities o f Discover Bank o r any

subsidiary succeeding  to  any substantial part o f the business now conducted by Discover Bank, o ther than directo rs’
qualifying  shares,

in either case without making  effective provisions so  that the debt securities issued under the senio r indenture will be secured equally
and ratably with (o r, at our option, prio r to ) indebtedness so  secured. Fo r these purposes, “subsidiary” means any co rporation,
partnership o r o ther entity o f which at the time o f determination we own o r contro l directly o r indirectly more than 50% of the shares o f
the vo ting  stock o r equivalent interest, and “Voting
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Securities” means the stock o f any class o r c lasses having  general vo ting  power under o rdinary circumstances to  elect a majo rity o f
the board o f directo rs, managers o r trustees o f the relevant subsidiary, o ther than stock that carries only the conditional right to  vo te
upon the happening  o f an event, whether o r no t that event has happened. “Permitted Liens” means (i) liens fo r taxes o r assessments o r
governmental charges o r levies no t then due and delinquent o r the validity o f which is being  contested in good faith o r which are  less
than $1,000,000 in amount, (ii) liens created by o r resulting  from any litigation o r legal proceeding  which is currently being  contested in
good faith by appropriate  proceedings o r which invo lves claims o f less than $1,000,000, (iii) deposits to  secure (o r in lieu o f) surety,
stay, appeal o r customs bonds and (iv) such o ther liens as our board o f directo rs determines do  no t materially detract from o r interfere
with the present value o r contro l o f the Vo ting  Securities subject thereto  o r affected thereby.

The subordinated indenture does no t contain any limitations on liens.

Restrictions on Consolidations, Mergers and Sales of Assets

Unless o therwise provided in any series o f debt securities, the Indentures provide that we will no t merge o r conso lidate  with
any o ther person and will no t sell, lease o r convey all o r substantially all o f our assets to  any o ther person, unless:
 
 �  we will be the continuing  co rporation; o r
 

 �  the successo r co rporation o r person that acquires all o r substantially all o f our assets:
 

 
•  will be a co rporation o rganized under the laws o f the United States, a state  o f the United States o r the Distric t o f

Co lumbia; and
 

 

•  will expressly assume the due and punctual payment o f the principal o f and interest on all o f our debt securities issued
under the applicable  Indenture and the due and punctual perfo rmance and observance o f all o f the covenants and
conditions o f the Indentures to  be perfo rmed o r observed by us, by supplemental indenture satisfacto ry to  the
applicable  Trustee, executed and delivered to  the applicable  Trustee by such co rporation; and

 

 
�  immediately after the merger, conso lidation, sale , lease o r conveyance, we, that person o r that successo r co rporation

will no t be in default in the perfo rmance o f the covenants and conditions o f the Indenture.

Other than as described above o r in any prospectus supplement, there  are  no  covenants o r o ther provisions in the Indentures
that would affo rd ho lders o f our debt securities additional pro tection in the event o f a recapitalization transaction, a change o f contro l
o f our company o r a highly leveraged transaction. The merger covenant described above would only apply if the recapitalization
transaction, change o f contro l o r highly leveraged transaction were structured to  include our merger o r conso lidation o r a sale , lease o r
conveyance o f all o r substantially all o f 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 o f the
annual reports and o f the info rmation, documents, and o ther reports that we may be required to  file  with the SEC pursuant to  Section 13
or Section 15(d) o f the Securities Exchange Act o f 1934 , as amended (the “Exchange Act”) o r pursuant to  Section 314  o f the Trust
Indenture Act o f 1939, as amended.

Events of Default

The Indentures provide ho lders o f our debt securities with remedies if we fail to  perfo rm specific  obligations o r if we
become bankrupt. You should review these provisions and the related provisions in the
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applicable  prospectus supplement and understand which o f our actions trigger an event o f default and which actions do  no t.

Each o f the fo llowing  constitutes an event o f default with respect to  each series o f senio r debt securities:
 

 
�  default in the payment o f any installment o f interest upon any o f the debt securities o f such series as and when the same

shall become due and payable , and continuance o f such default fo r a period o f 30 days;
 

 
�  default in payment o f all o r any principal o f the debt securities o f such series as and when the same shall become due and

payable, e ither at maturity, upon any redemption, by declaration o r o therwise;
 

 

�  failure  in the observance o r perfo rmance o f any o f the o ther covenants o r ag reements in the debt securities o f such
series o r contained in the Indenture applicable  to  such series (o ther than a covenant o r warranty with respect to  the debt
securities o f such series the breach o r nonperfo rmance o f which is o therwise included in the definition o f “event o f
default”) fo r a period o f 60 days after the date  on which written no tice specifying  such failure , stating  that such no tice is
a “Notice o f Default” and demanding  that we remedy the same, shall have been g iven by reg istered o r certified mail,
re turn receipt requested, to  (1) us by the applicable  Trustee o r (2) us and the applicable  Trustee by the ho lders o f at least
25% in principal amount o f the outstanding  debt securities o f such series;

 

 

�  default under any mortgage, indenture o r o ther instrument securing  o r evidencing  any o f our indebtedness o r that o f
Discover Bank, o r any subsidiary succeeding  to  any substantial part o f the business now conducted by Discover Bank, in
an aggregate  principal amount o f $50 million o r more and which default (i) constitutes a failure  to  make any scheduled
principal o r interest payment when due after g iving  effect to  any applicable  g race period o r (ii) accelerates the payment
o f such debt and such acceleration is no t rescinded o r annulled, o r such debt is no t discharged, within 15 days after
written no tice specifying  such default and demanding  that we remedy the same by (1) the applicable  Trustee o r (2) the
ho lders o f at least 25% in principal amount o f the outstanding  debt securities o f such series;

 

 

�  a court having  jurisdiction in the premises shall enter a decree o r o rder fo r re lief in respect o f us in an invo luntary case
under any applicable  bankruptcy, inso lvency o r o ther similar law now o r hereafter in effect, o r appo inting  a receiver,
liquidato r, assignee, custodian, trustee, sequestrato r (o r similar o ffic ial) o f us o r fo r any substantial part o f our property
o r o rdering  the winding  up o r liquidation o f our affairs, and such decree o r o rder shall remain unstayed and in effect fo r a
period o f 60 consecutive days;

 

 

�  we shall commence a vo luntary case under any applicable  bankruptcy, inso lvency o r o ther similar law now o r hereafter in
effect, o r consent to  the entry o f an o rder fo r re lief in an invo luntary case under any such law, o r consent to  the
appo intment o r taking  possession by a receiver, liquidato r, assignee, custodian, trustee, sequestrato r (o r similar o ffic ial)
o f us o r fo r any substantial part o f our property, o r make any general assignment fo r the benefit o f credito rs; o r

 

 
�  any o ther event o f default provided with respect to  the debt securities o f such series pursuant to  any supplemental

indenture o r in the fo rm o f such debt securities.

An event o f default under the subordinated indenture with respect to  subordinated debt securities o f any series will occur only
upon the occurrence o f certain events in bankruptcy, inso lvency o r reo rganization invo lving  us. There will be no  “event o f default,” and
ho lders o f the subordinated debt securities will no t be entitled to  accelerate  the maturity o f the subordinated debt securities, in the case
o f a default in the perfo rmance o f any covenant o r obligation with respect to  the subordinated debt securities, including  a default in the
payment o f principal o r interest.

Acceleration of Debt Securities upon an Event of Default.    The senio r indenture provides that if an event o f default applicable
to  any series o f senio r debt securities occurs and is continuing , e ither the Trustee o r
the ho lders o f no t less than 25% in aggregate  principal amount o f the outstanding  senio r debt securities o f such
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series by no tice in writing  to  us and to  the Trustee, if g iven by security ho lders, may declare  the principal o f all the senio r debt
securities o f such series and interest accrued thereon to  be due and payable  immediately. The subordinated indenture provides that
acceleration is automatic  upon the occurrence o f an event o f default applicable  to  the subordinated debt securities.

Waiver of Defaults.    The Indentures provide that the ho lders o f a majo rity in aggregate  principal amount o f outstanding  debt
securities o f any series with respect to  which an event o f default has occurred and is continuing  may on behalf o f the ho lders o f all such
debt securities o f such series waive any past default o r event o f default and its consequences, o ther than a default in the payment o f
principal o r interest (unless such default has been cured and an amount suffic ient to  pay all matured installments o f interest and principal
due o therwise than by acceleration has been deposited with the applicable  Trustee) o r a default in respect o f a covenant o r provision in
the Indenture that canno t be modified o r amended without the consent o f the ho lder o f each debt security affected. In the case o f any
such waiver, we, the applicable  Trustee, and the ho lders o f all such debt securities shall be resto red to  their fo rmer positions and rights
under the applicable  Indenture, respectively; but no  such waiver shall extend to  any subsequent o r o ther default o r impair any right
consequent thereon.

Collection of Indebtedness.    If a default in the payment o f principal o f, o r any interest on, debt securities o f any series issued
under the Indentures occurs and is continuing  and we fail to  pay the full amount then due and payable  with respect to  all debt securities
o f such series immediately upon the demand o f the applicable  Trustee, such Trustee is entitled to  institute  an action o r proceeding  to
co llect the amount due and unpaid. If any default occurs and is continuing , the applicable  Trustee may pursue legal action to  enfo rce the
perfo rmance o f any provision in the Indenture to  pro tect the rights o f such Trustee and the ho lders o f the debt securities o f such series
issued under the Indenture.

Indemnification of Trustee for Actions Taken on Your Behalf.    The Indentures contain a provision entitling  the Trustees,
subject to  the duty o f the Trustees during  a default to  act with the required standard o f care , to  be indemnified by the ho lders o f debt
securities issued under the Indentures befo re proceeding  to  exercise  any trust o r power at the request o f such ho lders. Subject to  these
provisions and some o ther limitations, the ho lders o f a majo rity in aggregate  principal amount o f outstanding  debt securities o f any
series may direct the time, method and place o f conducting  any proceeding  fo r any remedy available  to  the Trustees, o r exercising
any trust o r 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 ho lder o f debt securities o f
any series may institute  any action against us, except actions fo r payment o f overdue principal and interest, unless the fo llowing  actions
have occurred:
 
 �  the ho lder must have previously g iven written no tice to  the applicable  Trustee o f the continuing  default;
 

 
�  the ho lders o f no t less than 25% in aggregate  principal amount o f the outstanding  debt securities o f such series must

have (1) made a written request upon the applicable  Trustee to  institute  that action and (2) o ffered the Trustee
reasonable  indemnity as it may require  against the costs, expenses and liabilities to  be incurred therein o r thereby;

 

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

 
�  the ho lders o f a majo rity in principal amount o f the outstanding  debt securities o f such series must no t have g iven

directions to  the Trustee inconsistent with those o f the ho lders referred to  above.

Annual Certification.    The Indentures contain a covenant that we will file  annually with the Trustees a certificate  o f no  default
o r a certificate  specifying  any default that exists.
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Discharge, Defeasance and Covenant Defeasance

We have the ability to  eliminate  most o r all o f our obligations on debt securities o f any series prio r to  maturity if we comply
with the fo llowing  provisions.

Discharge of Indenture. If at any time we have:
 

 
�  paid o r caused to  be paid the principal o f and interest on all o f the outstanding  debt securities o f any series as and when

the same shall have become due and payable;
 

 
�  delivered to  the applicable  Trustee fo r cancellation all o f the outstanding  debt securities o f such series thereto fo re

authenticated; o r
 

 

�  in the case o f any series o f debt securities where the exact amount (including  currency o f payment) o f principal o f and
interest due can be determined at the time o f making  the deposit referred to  in clause (B) below, (A) all the debt
securities o f such series no t thereto fo re delivered to  the applicable  Trustee fo r cancellation shall have become due and
payable, o r are  by their terms to  become due and payable  within one year o r are  to  be called fo r redemption within one
year under arrangements satisfacto ry to  the applicable  Trustee fo r the g iving  o f no tice o f redemption (o r, in the case o f
debt securities that do  no t bear a fixed interest rate , within the remaining  term o f the then current interest period) and
(B) we shall have irrevocably deposited o r caused to  be deposited with the applicable  Trustee as trust funds the entire
amount in cash (o ther than moneys repaid by the applicable  Trustee o r any paying  agent to  us), o r, in the case o f any
series o f debt securities the payment on which may only be made in do llars, direct obligations o f the United States o f
America, maturing  as to  principal and interest at such times and in such amounts as will insure the availability o f cash, o r a
combination thereo f, suffic ient in the opinion o f a nationally recognized firm o f independent public  accountants
expressed in a written certification thereo f delivered to  the applicable  Trustee, to  pay (1) the principal and interest on all
debt securities o f such series on each date  that such principal o r interest is due and payable  and (2) any mandato ry sinking
fund payments on the dates on which such payments are  due and payable  in acco rdance with the terms o f the applicable
Indenture and the debt securities o f such series;

and if, in any such case, we also  pay o r cause to  be paid all o ther sums payable  by us under the Indenture with respect to  the debt
securities o f such series, then the Indenture shall cease to  be o f further effect with respect to  the debt securities o f such series, except
as to  certain rights and with respect to  the transfer and exchange o f the debt securities o f such series, rights o f the ho lders to  receive
payment and certain o ther rights and the applicable  Trustee, on our demand accompanied by an o fficer’s certificate  and opinion o f
counsel and at our cost and expense, shall execute  proper instruments acknowledg ing  such satisfaction o f and discharg ing  the
Indenture as to  such series; provided that the rights o f ho lders o f the debt securities to  receive amounts in respect o f principal o f and
interest on the securities held by them shall no t be delayed longer than required by then-applicable  mandato ry rules o r po lic ies o f any
securities exchange upon which the debt securities are  listed. We will re imburse the applicable  Trustee fo r any costs o r expenses
thereafter reasonably and properly incurred and compensate  the applicable  Trustee fo r any services thereafter reasonably and properly
rendered by such Trustee in connection with the applicable  Indenture o r the debt securities o f such series.

Defeasance at Any Time.    We may elect (i) to  be discharged from all o f our obligations (o ther than as to  (1) transfers and
exchanges o f debt securities and our right o f optional redemption, if any, (2) replacement o f lo st, mutilated, defaced, sto len o r
destroyed debt securities (3) rights o f ho lders to  receive payment o f the principal and interest on such debt securities at the dates when
due, (4 ) rights, obligations and duties to  the Trustee and (5) rights o f ho lders thereo f to  the property deposited with the Trustee in
furtherance o f such defeasance and (6) our obligations with respect to  maintaining  an o ffice fo r payment) with respect to  the
outstanding  debt securities o f any series, which is referred to  as “defeasance” o r (ii) to  be released from our obligation to  comply with
the provisions o f the Indentures described above under “—Certain Covenants” with
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respect to  the outstanding  debt securities o f any series (and, if so  specified, any o ther obligation o r restric tive covenant added fo r the
benefit o f the ho lders o f such series o f debt securities) which is referred to  as “covenant defeasance,” in either case, if we satisfy each
of the fo llowing  conditions:
 

 

�  We irrevocably deposit o r cause to  be deposited with the applicable  Trustee in trust, specifically pledged as security
fo r, and dedicated so lely to , the benefit o f the ho lders o f the debt securities, (A) cash in an amount, o r (B) in the case o f
any series o f debt securities the payments on which may only be made in do llars, U.S. government obligations maturing
as to  principal and interest at such times and in such amounts as will insure the availability o f cash o r (C) a combination
thereo f, suffic ient, in the opinion o f a nationally recognized firm o f independent public  accountants expressed in a
written certification thereo f delivered to  the applicable  Trustee, to  pay (1) the principal and interest on all debt securities
o f such series and (2) any mandato ry sinking  fund payments on the day on which such payments are  due and payable  in
acco rdance with the terms o f the applicable  Indenture and the outstanding  debt securities o f such series.

 

 
�  Such defeasance o r covenant defeasance shall no t result in a breach o r vio lation o f, o r constitute  a default under, the

applicable  Indenture o r any o ther ag reement o r instrument to  which we are  a party o r by which we are  bound.
 

 

�  We deliver to  the applicable  Trustee an o fficer’s certificate  (only in the case o f a covenant defeasance) and an opinion
of counsel to  the effect that the ho lders o f debt securities o f such series will no t recognize income, gain o r lo ss fo r
U.S. federal income tax purposes as a result o f such defeasance o r covenant defeasance and will be subject to
U.S. federal income tax on the same amounts, in the same manner and at the same times as would have been the case if
such defeasance o r covenant defeasance had no t occurred. In the case o f a defeasance, but no t in the case o f covenant
defeasance, the opinion must be based on a ruling  o f the Internal Revenue Service o r a change in U.S. federal income tax
law occurring  after the date  o f the applicable  Indenture, since that result would no t occur under current tax law.

 

 
�  We deliver to  the applicable  Trustee an o fficer’s certificate  and an opinion o f counsel, each stating  that all conditions

precedent re lating  to  the defeasance o r covenant defeasance have been complied with.

Additionally, in the case o f covenant defeasance, we must satisfy the fo llowing  additional conditions:
 

 

�  No event o f default o r event which with no tice o r lapse o f time o r bo th would become an event o f default with respect
to  the debt securities shall have occurred and be continuing  on the date  o f such deposit o r, inso far as certain subsections
o f the Indenture pertaining  to  bankruptcy o r inso lvency provisions are  concerned, at any time during  the period ending  on
the 91  day after the date  o f such deposit.

 

 
�  Such covenant defeasance does no t cause the applicable  Trustee to  have a conflic ting  interest fo r purposes o f the Trust

Indenture Act o f 1939, as amended, with respect to  any o f our securities.
 

 
�  Such covenant defeasance does no t cause any debt securities then listed on any reg istered national securities exchange

under the Securities Exchange Act o f 1934 , as amended, to  be delisted.

Modification and Waiver

Modification Without Consent of Holders.    We and the applicable  Trustee may, from time to  time and at any time, enter into
supplemental indentures without the consent o f the ho lders o f debt securities o f a series to :
 

 
�  to  convey, transfer, assign, mortgage o r pledge to  the applicable  Trustee as security fo r the debt securities o f one o r

more series any property o r assets;
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 �  evidence the assumption by a successo r co rporation o f our obligations;
 

 

�  add covenants fo r the pro tection o f the ho lders o f such debt securities and to  make the occurrence, o r the occurrence
and continuance, o f a default in any such additional covenants, restric tions, conditions o r provisions an event o f default
permitting  the enfo rcement o f all o r any o f the several remedies provided in the Indentures; provided, that in respect o f
any such addition we may provide fo r a different g race period after default, may provide fo r an immediate  enfo rcement,
o r may limit the remedies available  to  the applicable  Trustee o r may limit the right o f the ho lders o f a majo rity in
aggregate  principal amount o f the debt securities o f such series to  waive such an event o f default;

 

 

�  cure any ambiguity o r co rrect o r supplement any provision contained in the applicable  Indenture o r in any supplemental
indenture which may be defective o r inconsistent with any o ther provision contained in the applicable  Indenture o r in any
supplemental indenture, o r to  make any o ther provisions as we may deem necessary o r desirable , provided that no
action shall adversely affect the interests o f the ho lders o f the debt securities;

 

 
�  establish the fo rms o r terms o f debt securities o f any series as permitted by specific  sections o f the applicable

Indenture; and
 

 
�  evidence and provide fo r the acceptance o f appo intment under the applicable  Indenture by a successo r trustee with

respect to  the debt securities o f one o r more series and to  add to  o r change any o f the provisions o f the applicable
Indenture as shall be necessary to  provide fo r o r facilitate  the administration o f the trusts by more than one trustee.

Modification with Consent of Holders.    We and the applicable  Trustee, with the consent o f the ho lders o f no t less than a
majo rity in aggregate  principal amount o f outstanding  debt securities o f any series, may, from time to  time and at any time, enter into
supplemental indentures fo r the purpose o f adding  any provisions to , o r chang ing  in any manner o r e liminating  any o f the provisions o f,
the applicable  Indenture o r modifying  in any manner the rights o f the ho lders o f the debt securities o f such series. However, we and the
applicable  Trustee may no t make any o f the fo llowing  changes to  any outstanding  debt securities without the consent o f each ho lder
that would be affected by such change:
 
 �  extend the final maturity o f the principal;
 

 �  reduce the principal amount;
 

 �  reduce the rate  o r extend the time o f payment o f interest;
 

 �  reduce any amount payable  on redemption;
 

 �  change the currency in which the principal, premium (if any) o r interest thereon is payable;
 

 
�  impair the right o f any ho lder to  institute  suit fo r the enfo rcement o f any payment on any debt security when due o r, if the

debt securities provide therefo r, any right o f repayment at the option o f the ho lder;
 

 �  reduce the percentage o f debt securities the consent o f whose ho lders is required fo r modification o f the Indenture; o r
 

 
�  in the case o f the subordinated indenture, modify the provisions o f the subordinated indenture with respect to  the

subordination provisions in a manner adverse to  the ho lders o f the subordinated debt securities.

Subordination

The subordinated indenture provides that the subordinated debt securities will be subordinated and junio r in right o f payment to
the prio r payment in full o f all o f our senio r indebtedness in acco rdance with the terms therein. In the event o f any disso lution, winding -
up, liquidation o r reo rganization o f the Company, whether
 

12



Table of  Contents

vo luntarily o r invo luntary, o r in bankruptcy, inso lvency, receivership o r o ther proceedings, then and in any such event the ho lders o f
senio r indebtedness will be entitled to  receive payment in full o f all amounts due o r to  become due on o r in respect o f all senio r
indebtedness, o r provision will be made fo r such payment in cash, befo re the ho lders o f our subordinated debt securities are  entitled to
receive o r re tain any payment on account o f principal o f, o r any premium o r interest on, our subordinated debt securities. To  that end
the ho lders o f senio r indebtedness will be entitled to  receive, fo r application to  the payment thereo f, any payment o r distribution o f any
kind o r character, which may be payable  o r deliverable  in respect o f the subordinated debt securities in any such case, proceeding ,
disso lution, liquidation o r o ther winding  up event, whether in cash, property o r securities, including  any such payment o r distribution
which may be payable  o r deliverable  by reason o f the payment o f any o f our o ther indebtedness being  subordinated to  the payment o f
our subordinated debt securities. By reason o f such subordination, in the event o f liquidation o r inso lvency o f the Company, ho lders o f
senio r indebtedness and ho lders o f our o ther obligations that are  no t subordinated to  senio r indebtedness may recover more, ratably,
than the ho lders o f our subordinated debt securities.

Subject to  the payment in full o f all senio r indebtedness, the rights o f the ho lders o f our subordinated debt securities will be
subrogated to  the rights o f the ho lders o f the senio r indebtedness to  receive payments o r distributions o f cash, property o r securities
o f the Company applicable  to  such senio r indebtedness by virtue o f such subordination until the principal o f, and any premium and
interest on, our subordinated debt securities have been paid in full.

No  payment o f principal (including  redemption and sinking  fund payments) o f, o r any premium o r interest on, our
subordinated debt securities may be made (1) in the event and during  the continuation o f any default by us in the payment o f principal,
premium, interest o r any o ther amount due on any o f our senio r indebtedness o r (2) if the maturity o f any our senio r indebtedness has
been accelerated because o f a default.

Our subordinated indenture does no t limit o r prohibit us from incurring  additional senio r indebtedness, which may include
indebtedness that is senio r to  our subordinated debt securities, but subordinate  to  our o ther obligations. Our senio r debt securities will
constitute  senio r indebtedness under our subordinated indenture.

The term “senio r indebtedness” means:
 
 (1)  all o f our obligations fo r bo rrowed o r purchased money;
 

 (2)  all o f our obligations arising  from o ff-balance sheet guarantees and direct credit substitutes;
 

 (3)  all o f our capital lease obligations;
 

 
(4 )  all o f our obligations issued o r assumed as the deferred purchase price o f property, all o f our conditional sale

obligations and all o f our obligations under any conditional sale  o r title  re tention ag reement, but excluding  trade
accounts payable  arising  in the o rdinary course o f business;

 

 
(5)  all o f our obligations, contingent o r o therwise, in respect o f any le tters o f credit, banker’s acceptances, security

purchase facilities o r similar credit transactions;
 

 
(6)  all o f our obligations associated with derivative products such as interest rate  and fo reign exchange contracts,

commodity contracts and similar arrangements;
 

 
(7)  all o f our obligations o f the type referred to  in clauses (1) through (6) above o f o ther persons fo r the payment o f

which the Company is responsible  o r liable  as obligo r, guaranto r o r o therwise; and
 

 
(8)  all o f our obligations o f the type referred to  in clauses (1) through (7) above o f o ther persons secured by any lien on

any property o r asset, whether o r no t such obligation is assumed by the Company,
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in each case, whether outstanding  on the date  the subordinated indenture became effective, o r created, assumed o r incurred after that
date , except fo r:
 
 (a)  the subordinated debt securities; and
 

 

(b)  any indebtedness o r any guarantee that is by its terms subordinated to , o r ranks equally with, the subordinated debt
securities and the issuance o f which (x) has received the concurrence o r approval o f the staff o f the Federal Reserve
Bank o f New York o r the staff o f the Board o f Governors o f the Federal Reserve System o r (y) does no t at the time
of issuance prevent the subordinated debt securities from qualifying  fo r Tier 2 capital treatment (irrespective o f any
limits on the amount o f the Company’s Tier 2 capital) under the applicable  capital adequacy guidelines, regulations,
po lic ies o r published interpretations o f the Board o f Governors o f the Federal Reserve System.

The subordinated indenture provides that the fo rego ing  subordination provisions, inso far as they relate  to  any particular issue
o f our subordinated debt securities, may be changed prio r to  such issuance. Any such change would be described in the related
prospectus supplement.

Book Entry System, Delivery and Form

We may issue the debt securities in who le o r in part in the fo rm o f one o r more g lobal securities that will be deposited with, o r
on behalf o f, a depositary identified in the applicable  prospectus supplement. We may issue the g lobal securities in either reg istered o r
bearer fo rm and in either temporary o r permanent fo rm. Unless and until it is exchanged in who le o r in part fo r individual certificates
evidencing  debt securities, a g lobal debt security may no t be transferred except as a who le by the depositary to  its nominee o r by the
nominee to  the depositary, o r by the depositary o r its nominee to  a successo r depositary o r to  a nominee o f the successo r depositary.

We anticipate  that g lobal debt securities will be deposited with, o r on behalf o f, The Deposito ry Trust Company and that
g lobal debt securities will be reg istered in the name o f DTC’s nominee, Cede & Co . Ho lders may ho ld their interests in a g lobal
security directly through Euroclear Bank S.A./N.V., as operato r o f the Euroclear System (“Euroclear”) and Clearstream Banking ,
société  anonyme (“Clearstream”), if they are  partic ipants in such systems, o r indirectly through o rganizations that are  partic ipants in
such systems. Euroclear and Clearstream will ho ld interests in a g lobal security on behalf o f their partic ipants through their respective
depositaries, which in turn will ho ld such interests in the g lobal security in customers’ securities accounts in the depositaries’ names on
the books o f DTC. We also  antic ipate  that the fo llowing  provisions will apply to  the deposito ry arrangements with respect to  g lobal
debt securities. Additional o r differing  terms o f the deposito ry arrangements will be described in the applicable  prospectus supplement.

DTC has advised us that it is:
 
 �  a limited purpose trust company o rganized under the laws o f the State  o f New York;
 

 �  a member o f the Federal Reserve System;
 

 �  a “clearing  co rporation” within the meaning  o f the New York Unifo rm Commercial Code; and
 

 �  a “clearing  agency” reg istered pursuant to  the provisions o f Section 17A o f the Exchange Act.

DTC was created to  ho ld securities o f institutions that have accounts with DTC, referred to  as “partic ipants,” and to  facilitate
the clearance and settlement o f securities transactions among  its partic ipants in such securities through electronic  book-entry changes
in accounts o f the partic ipants, thereby eliminating  the need fo r physical movement o f securities certificates. DTC’s partic ipants
include securities brokers and dealers, which may include banks, trust companies, c learing  co rporations and certain o ther o rganizations.
Access to  DTC’s book-entry system is also  available  to  o thers such as banks, brokers, dealers and trust companies, referred to  as the
“indirect partic ipants,” that c lear through o r maintain a custodial re lationship with a partic ipant, whether directly o r indirectly.
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We expect that, pursuant to  procedures established by DTC upon the deposit o f a g lobal security with DTC, DTC will credit,
on its book-entry reg istration and transfer system, the principal amount o f securities represented by such g lobal security to  the
accounts o f partic ipants. The accounts to  be credited shall be designated by us. Ownership o f beneficial interests in the g lobal security
will be limited to  partic ipants o r persons that may ho ld interests through partic ipants. Ownership o f beneficial interests in the g lobal
security will be shown on, and the transfer o f those beneficial interests will be effected only through, reco rds maintained by DTC (with
respect to  partic ipants’ interests), the partic ipants and the indirect partic ipants. The laws o f some jurisdictions may require  that certain
purchasers o f securities take physical delivery o f such securities in definitive fo rm. These limits and laws may impair the ability to
transfer o r pledge beneficial interests in the g lobal security.

So  long  as DTC, o r its nominee, is the reg istered owner o r ho lder o f a g lobal security, DTC o r its nominee, as the case may
be, will be considered the so le  owner o r ho lder o f the debt securities represented by the g lobal security fo r all purposes under the
applicable  Indenture and debt securities. In addition, no  owner o f a beneficial interest in a g lobal security will be able  to  transfer that
interest except in acco rdance with the applicable  procedures o f DTC. Except as set fo rth below, as an owner o f a beneficial interest in
the g lobal security, you will no t be entitled to  have the debt securities represented by the g lobal security reg istered in your name, will
no t receive o r be entitled to  receive physical delivery o f certificated securities and will no t be considered to  be the owner o r ho lder o f
any debt securities under the g lobal security. We understand that under existing  industry practice , if an owner o f a beneficial interest in
the g lobal security desires to  take any action that DTC, as the ho lder o f the g lobal security, is entitled to  take, DTC would autho rize the
partic ipants to  take such action, and the partic ipants would autho rize beneficial owners owning  through such partic ipants to  take such
action o r would o therwise act upon the instructions o f beneficial owners owning  through them.

We will make payments o f principal, premium o r interest on the debt securities represented by a g lobal security reg istered in
the name o f and held by DTC o r its nominee to  DTC o r its nominee, as the case may be, as the reg istered owner and ho lder o f the
g lobal security. Neither we, the applicable  Trustee no r any paying  agent will have any responsibility o r liability fo r any aspect o f the
reco rds relating  to  o r payments made on account o f beneficial interests in the g lobal security o r fo r maintaining , supervising  o r
reviewing  any reco rds relating  to  such beneficial interests.

We expect that DTC o r its nominee, upon receipt o f any payment o f principal o f, and premium, if any, o r any interest amounts
on, a g lobal security, will credit partic ipants’ accounts with payments in amounts proportionate  to  their respective beneficial interests in
the principal amount o f the g lobal security as shown on the reco rds o f DTC o r its nominee. We also  expect that payments by
partic ipants o r indirect partic ipants to  owners o f beneficial interests in the g lobal security held through such partic ipants o r indirect
partic ipants will be governed by standing  instructions and customary practices and will be the responsibility o f such partic ipants o r
indirect partic ipants. We will no t have any responsibility o r liability fo r any aspect o f the reco rds relating  to , o r payments made on
account o f, beneficial interests in the g lobal security fo r any no te  o r fo r maintaining , supervising  o r reviewing  any reco rds relating  to
such beneficial interests o r fo r any o ther aspect o f the relationship between DTC and its partic ipants o r indirect partic ipants o r the
relationship between such partic ipants o r indirect partic ipants and the owners o f beneficial interests in the g lobal security owning
through such partic ipants.

Transfers between partic ipants in DTC will be effected in the o rdinary way in acco rdance with DTC rules and will be settled in
same-day funds. Transfers between partic ipants in Euroclear and Clearstream will be effected in the o rdinary way in acco rdance with
their respective rules and operating  procedures. Cross-market transfers between DTC, on the one hand, and directly o r indirectly
through Euroclear o r Clearstream partic ipants, on the o ther, will be effected by DTC in acco rdance with DTC rules on behalf o f
Euroclear o r Clearstream, as the case may be, by its respective depositary; however, such cross-market transactions will require
delivery o f instructions to  Euroclear o r Clearstream, as the case may be, by the counterparty in such system in acco rdance with its rules
and procedures and within its established deadlines (Brussels time). Euroclear o r Clearstream, as
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the case may be, will, if the transaction meets its settlement requirements, deliver instructions to  its respective depositary to  take
action to  effect final settlement on its behalf by delivering  o r receiving  interests in a g lobal security in DTC, and making  o r receiving
payment in acco rdance with no rmal procedures fo r same-day funds settlement applicable  to  DTC. Euroclear partic ipants and
Clearstream partic ipants may no t deliver instructions directly to  the deposito ries fo r Euroclear o r Clearstream.

Because o f the time zone differences, the securities account o f a Euroclear o r Clearstream partic ipant purchasing  an interest
in the g lobal security from a DTC partic ipant will be credited during  the securities settlement processing  day (which must be a business
day fo r Euroclear o r Clearstream, as the case may be) immediately fo llowing  the DTC settlement date , and such credit o f any
transaction’s interests in the g lobal security settled during  such processing  day will be reported to  the relevant Euroclear o r Clearstream
partic ipant on such day. Cash received in Euroclear o r Clearstream as a result o f sales o f interests in a g lobal security by o r through a
Euroclear o r Clearstream partic ipant to  a DTC partic ipant will be received with value on the DTC settlement date , but will be available  in
the relevant Euroclear o r Clearstream cash account only as o f the business day fo llowing  settlement in DTC.

Euroclear and Clearstream ho ld securities fo r partic ipating  o rganizations. They also  facilitate  the clearance and settlement o f
securities transactions between their respective partic ipants through electronic  book-entry changes in the accounts o f such partic ipants.
Euroclear and Clearstream provide various services to  their partic ipants, including  the safekeeping , administration, c learance,
settlement, lending  and bo rrowing  o f internationally traded securities. Euroclear and Clearstream interface with domestic  securities
markets. Euroclear and Clearstream partic ipants are  financial institutions such as underwriters, securities brokers and dealers, banks, trust
companies and certain o ther o rganizations. Indirect access to  Euroclear o r Clearstream is also  available  to  o thers such as banks,
brokers, dealers and trust companies that c lear through o r maintain a custodial re lationship with a Euroclear o r Clearstream partic ipant,
e ither directly o r indirectly.

DTC has advised us that it will take any action permitted to  be taken by a ho lder o f debt securities only at the direction o f one
or more partic ipants to  whose account the DTC interests in the g lobal security is credited and only in respect o f such po rtion o f the
aggregate  principal amount o f debt securities as to  which such partic ipant o r partic ipants has o r have g iven such direction. However, if
DTC no tifies us that it is unwilling  to  be a deposito ry fo r a g lobal security o r ceases to  be a c learing  agency o r there  is an event o f
default under the debt securities relating  to  that g lobal security, DTC will exchange the g lobal security fo r certificated securities which
it will distribute  to  its partic ipants.

Although we expect that DTC, Euroclear and Clearstream will fo llow the fo rego ing  procedures in o rder to  facilitate  transfers
o f interests in the g lobal security among  partic ipants o f DTC, Euroclear and Clearstream, DTC, Euroclear and Clearstream are under no
obligation to  perfo rm o r continue to  perfo rm such procedures, and such procedures may be discontinued at any time. Neither the we
nor the trustee will have any responsibility fo r the perfo rmance by DTC, Euroclear o r Clearstream o r their partic ipants o r indirect
partic ipants o f their respective obligations under the rules and procedures governing  their operations.

The info rmation in this section concerning  DTC and DTC’s book-entry system, as well as info rmation regarding  Euroclear and
Clearstream, has been obtained from sources that we believe to  be reliable , but we do  no t take any responsibility fo r its accuracy o r
completeness. We assume no  responsibility fo r the perfo rmance by DTC, Euroclear, Clearstream o r their respective partic ipants o f
their respective obligations, including  obligations that they have under the rules and procedures that govern their operations.

Governing Law

Our senio r indenture is, and our subordinated indenture and any debt securities issued under either Indenture will be, governed
by, and construed in acco rdance with, the laws o f the State  o f New York, except as may o therwise be required by mandato ry
provisions o f law.
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Concerning our Relationship with the Trustees

U.S. Bank National Association is the trustee o f the Discover Card Execution No te Trust and the Discover Card Master Trust I
under Discover Bank’s amended and restated poo ling  and servicing  ag reement, and the trustee o f The Student Loan Corporation’s
three securitization trusts.

We will enter into  our subordinated indenture with a trustee as permitted by the terms thereo f. At all times, the subordinated
trustee must be o rganized and do ing  business under the laws o f the United States, any state  thereo f o r the Distric t o f Co lumbia, and
must comply with all applicable  requirements under the Trust Indenture Act o f 1939.

DESCRIPTION OF CAPITAL STOCK

We have provided below a summary description of our capital stock. This description is not complete, and is qualified in its
entirety by reference to the full text of our amended and restated certificate of incorporation and bylaws. You should read the full text of
our amended and restated certificate of incorporation and bylaws, as well as the provisions of applicable Delaware law.

General

Under our amended and restated certificate  o f inco rporation, we have autho rity to  issue 2,000,000,000 shares o f common
stock, par value $0.01 per share, and 200,000,000 shares o f preferred stock, par value $0.01 per share. As o f June 22, 2012,
514 ,911,832 shares o f our common stock were outstanding  and no  shares o f our preferred stock were outstanding .

Common Stock

General.    The rights, preferences and privileges o f ho lders o f our common stock are  subject to , and may be adversely
affected by, the rights o f the ho lders o f shares o f any series o f our preferred stock.

Voting Rights.    The ho lders o f our common stock are  entitled to  one vo te  per share on all matters to  be vo ted on by
stockho lders. Ho lders o f shares o f common stock are  no t entitled to  cumulate  their vo tes in the election o f directo rs. Generally, all
matters to  be vo ted on by stockho lders must be approved by a majo rity o f the vo tes entitled to  be cast by the ho lders o f common
stock present in person o r represented by proxy, vo ting  together as a sing le  class, subject to  any vo ting  rights g ranted to  ho lders o f
any preferred stock.

Dividend Rights.    Ho lders o f common stock will share equally on a pro  rata basis in any dividends as may be declared by our
board o f directo rs out o f funds legally available  fo r that purpose, subject to  any preferential rights o f ho lders o f any outstanding  shares
o f preferred stock and any o ther c lass o r series o f stock having  preference over the common stock as to  dividends.

Preemptive Rights.    No  shares o f common stock are  subject to  redemption o r have preemptive rights to  purchase additional
shares o f common stock o r o ther securities o f our company. There are  no  o ther subscription rights o r conversion rights, and there  are
no  sinking  fund provisions applicable  to  our common stock.

Other Rights.    Upon vo luntary o r invo luntary liquidation, disso lution o r winding  up o f our company, after payment in full o f the
amounts required to  be paid to  credito rs and ho lders o f any preferred stock that may be then outstanding , all ho lders o f common stock
are entitled to  share equally on a pro  rata basis in all remaining  assets.

Listing.    Our shares o f common stock are  listed on the New York Stock Exchange under the ticker “DFS.”
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Transfer Agent and Registrar.    The transfer agent and reg istrar fo r our common stock is Computershare.

Preferred Stock

Our board o f directo rs has the autho rity, without action by our stockho lders, to  designate  and issue our preferred stock in one
or more series and to  designate  the rights, preferences and privileges o f each series, which may be g reater than the rights o f our
common stock. It is no t possible  to  state  the actual effect o f the issuance o f any shares o f our preferred stock upon the rights o f
ho lders o f our common stock until our board o f directo rs determines the specific  rights o f the ho lders o f our preferred stock. The
material terms o f any series o f preferred stock that we o ffer through a prospectus supplement will be described in that prospectus
supplement. However, the effects might include, among  o ther things:
 
 �  restric ting  dividends on our common stock;
 

 �  diluting  the vo ting  power o f our common stock;
 

 �  impairing  the liquidation rights o f our common stock; o r
 

 �  delaying  o r preventing  a change in contro l o f our company without further action by our stockho lders.

Anti-Takeover Effects of Our Amended and Restated Certificate of Incorporation and Bylaws, Delaware Law and Federal Banking
Law

Some provisions o f Delaware law and our amended and restated certificate  o f inco rporation and bylaws could make the
fo llowing  more difficult:
 
 �  acquisition o f us by means o f a tender o ffer o r merger;
 

 �  acquisition o f us by means o f a proxy contest o r o therwise; o r
 

 �  removal o f our incumbent o fficers and directo rs.

These provisions, summarized below, are  expected to  discourage coercive takeover practices and inadequate  takeover bids.
These provisions also  are  designed to  encourage persons seeking  to  acquire  contro l o f us to  first nego tiate  with our board o f
directo rs. We believe that the benefits o f the po tential ability to  nego tiate  with the proponent o f an unfriendly o r unso licited proposal to
acquire  o r restructure  our company outweigh the disadvantages o f discourag ing  those proposals because nego tiation o f them could
result in an improvement o f their terms.

Stockholder Action by Written Consent

Subject to  the rights o f ho lders o f any series o f preferred stock o r any o ther series o r c lass o f stock, any action required o r
permitted to  be taken by our stockho lders must be effected at a duly called annual o r special meeting  o f stockho lders and may no t be
effected by any consent in writing  in lieu o f a meeting .

Amendments to our Governing Documents

The amendment o f any provision o f our amended and restated certificate  o f inco rporation requires approval by our board o f
directo rs and a majo rity vo te  o f stockho lders, o ther than any amendment to  the provisions requiring  that amendments to  our bylaws
require  the approval o f e ither a majo rity o f our board o f directo rs o r ho lders o f at least 80% of the vo tes entitled to  be cast by the
outstanding  capital stock in the election o f our board o f directo rs, fo r which an amendment requires the approval by our board and
ho lders o f at least 80% of the vo tes entitled to  be cast by the outstanding  capital stock in the election o f our board o f directo rs. Any
amendment to  our bylaws requires the approval o f e ither a majo rity o f our board o f directo rs o r ho lders o f at least 80% of the vo tes
entitled to  be cast by the outstanding  capital stock in the election o f our board o f directo rs.
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Stockholder Meetings

Our amended and restated bylaws provide that, subject to  the rights o f ho lders o f any series o f preferred stock o r any o ther
series o r c lass o f stock as set fo rth in our amended and restated certificate  o f inco rporation, special meetings o f our stockho lders may
be called only by our secretary at the direction o f and pursuant to  a reso lution o f our board o f directo rs.

Requirements for Advance Notification of Stockholder Nominations and Proposals

Our amended and restated bylaws establish advance no tice procedures with respect to  stockho lder proposals and nomination
of candidates fo r e lection as directo rs.

Delaware Anti-Takeover Law

Our amended and restated certificate  o f inco rporation does no t exempt us from the application o f Section 203 o f the
Delaware General Corporation Law, an anti-takeover law.

In general, Section 203 prohibits a publicly held Delaware co rporation from engag ing  in a business combination with an
interested stockho lder fo r a period o f three years fo llowing  the date  the person became an interested stockho lder, unless the business
combination o r the transaction in which the person became an interested stockho lder is approved in a prescribed manner. Generally, a
“business combination” includes a merger, asset o r stock sale , o r o ther transaction resulting  in a financial benefit to  the interested
stockho lder. Generally, an “interested stockho lder” is a person that, together with affiliates and associates, owns, o r within three years
prio r to  the determination o f interested stockho lder status, did own, 15% or more o f a co rporation’s vo ting  stock. This may have an
anti-takeover effect with respect to  transactions no t approved in advance by our board o f directo rs, including  discourag ing  attempts
that might result in a premium over the market price fo r the shares o f our common stock.

No Cumulative Voting

Our amended and restated certificate  o f inco rporation and bylaws do  no t provide fo r cumulative vo ting  in the election o f
directo rs.

Undesignated Preferred Stock

The autho rization o f our undesignated preferred stock makes it possible  fo r our board o f directo rs to  issue our preferred
stock with vo ting  o r o ther rights o r preferences that could impede the success o f any attempt to  change contro l o f us. These and o ther
provisions may have the effect o f deferring  hostile  takeovers o r delaying  changes o f contro l o f our management.

Federal Banking Law

The Change in Bank Contro l Act o f 1978, as amended, prohibits a person o r g roup o f persons from acquiring  “contro l” o f a
bank ho lding  company unless:
 

 
�  the Federal Reserve has been g iven 60 days’ prio r written no tice o f such proposed acquisition containing  the info rmation

requested by the Federal Reserve; and
 

 
�  within that time period the Federal Reserve has no t issued a no tice disapproving  the proposed acquisition o r extending

the period during  which such a disapproval may be issued.

An acquisition may be made prio r to  the expiration o f the disapproval period if the Federal Reserve issues written no tice o f its
intent no t to  disapprove the action. An acquirer is conclusively deemed to  have acquired contro l if it owns, contro ls, o r has the power
to  vo te  25 percent o r more o f a c lass o f vo ting  securities. In
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addition, under a rebuttable  presumption established by the Federal Reserve, the acquisition o f 10% or more o f a c lass o f vo ting  stock
of a bank ho lding  company with a c lass o f securities reg istered under Section 12 o f the Exchange Act, such as us, would, under the
circumstances set fo rth in the presumption, constitute  the acquisition o f contro l. The receipt o f revocable  proxies in connection with a
proxy so lic itation fo r the purposes o f conducting  business at a regular o r special meeting  o f the institution, provided the proxies
terminate  within a reasonable  time after the meeting  to  which they relate , is no t included in determining  percentages fo r change in
contro l purposes. In addition, any “company” would be required to  obtain the approval o f the Federal Reserve under the Bank Ho lding
Company Act o f 1956, as amended, befo re acquiring  25% (5% in the case o f an acquiro r that is, o r is deemed to  be, a bank ho lding
company) o r more o f any class o f vo ting  stock, o r a lesser number o f shares if the acquirer o therwise is deemed to  have the power to
exert a “contro lling  influence” over us, and may be subject to  ongo ing  regulation and supervision as a bank ho lding  company.

DESCRIPTION OF DEPOSITARY SHARES

General

We may o ffer depositary receipts fo r depositary shares, each o f which will represent a fractional interest in a share o f a
particular series o f a c lass o f our preferred stock, as specified in the applicable  prospectus supplement. Preferred stock o f each series
o f each class represented by depositary shares will be deposited under a separate  deposit ag reement among  us, the preferred stock
depositary named in the deposit ag reement and the ho lders from time to  time o f our depositary receipts. Subject to  the terms o f the
deposit ag reement, each owner o f a depositary receipt will be entitled, in proportion to  the fractional interest o f a share o f the particular
series o f a c lass o f our preferred stock represented by the depositary shares evidenced by such depositary receipt, to  all the rights and
preferences o f the preferred stock represented by such depositary shares (including  dividend, vo ting , conversion, redemption and
liquidation rights).

The depositary shares will be evidenced by depositary receipts issued pursuant to  the applicable  deposit ag reement.
Immediately fo llowing  our issuance and delivery o f the preferred stock to  the preferred stock depositary, we will cause the preferred
stock depositary to  issue, on our behalf, the depositary receipts. Copies o f the applicable  fo rm o f deposit ag reement and depositary
receipt may be obtained from us upon request.

Dividends and Other Distributions

The preferred stock depositary will distribute  all cash dividends o r o ther cash distributions received in respect o f the preferred
stock to  the reco rd ho lders o f the depositary receipts evidencing  the related depositary shares in proportion to  the number o f such
depositary receipts owned by such ho lder, subject to  certain obligations o f ho lders to  file  proo fs, certificates and o ther info rmation
and to  pay certain charges and expenses to  the preferred stock depositary.

In the event o f a distribution o ther than in cash, the preferred stock depositary will distribute  property received by it to  the
reco rd ho lders o f depositary receipts entitled to  the property, subject to  certain obligations o f ho lders to  file  proo fs, certificates and
o ther info rmation and to  pay certain charges and expenses to  the preferred stock depositary, unless the preferred stock depositary
determines that it is no t feasible  to  make such distribution, in which case the preferred stock depositary may, with our approval, sell
such property and distribute  the net proceeds from such sale  to  such ho lders.

Withdrawal of Shares

Upon surrender o f the depositary receipts at the co rporate  trust o ffice  o f the preferred stock depositary (unless the related
depositary shares have previously been called fo r redemption), the ho lders o f the depositary receipts will be entitled to  delivery at
such o ffice, to  o r upon such ho lder’s o rder, o f the number o f who le shares
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of preferred stock and any money o r o ther property represented by the depositary shares evidenced by such depositary receipts.
Ho lders o f depositary receipts will be entitled to  receive who le shares o f the related preferred stock on the basis o f the proportion o f
preferred stock represented by each depositary share as specified in the applicable  prospectus supplement, but ho lders o f such
preferred stock will no t thereafter be entitled to  receive depositary shares. If the depositary receipts delivered by the ho lder evidence
a number o f depositary shares in excess o f the number o f depositary shares representing  the number o f shares o f preferred stock to  be
withdrawn, the preferred stock depositary will deliver to  such ho lder at the same time a new depositary receipt evidencing  such excess
number o f depositary shares.

Redemption of Depositary Shares

Whenever we redeem preferred stock held by the preferred stock depositary, the preferred stock depositary will redeem as
o f the same redemption date  the number o f depositary shares representing  the preferred stock so  redeemed, provided we shall have
paid in full to  the preferred stock depositary the redemption price o f the preferred stock to  be redeemed plus an amount equal to  any
accrued and unpaid dividends (except, with respect to  noncumulative shares o f preferred stock, dividends fo r the current dividend
period only) o f the preferred stock to  the date  fixed fo r redemption. The redemption price per depositary share will be equal to  the
redemption price and any o ther amounts per share payable  with respect to  the preferred stock. If less than all the depositary shares are
to  be redeemed, the preferred stock depositary will select the depositary shares to  be redeemed by lo t.

After the date  fixed fo r redemption, the depositary shares so  called fo r redemption will no  longer be deemed to  be
outstanding  and all rights o f the ho lders o f the depositary receipts evidencing  the depositary shares so  called fo r redemption will
cease, except the right to  receive any moneys payable  upon such redemption and any money o r o ther property to  which the ho lders o f
such depositary receipts were entitled upon such redemption upon surrender o f the depositary receipts to  the preferred stock
depositary.

Voting of the Underlying Preferred Stock

Upon receipt o f no tice o f any meeting  at which the ho lders o f our preferred stock are  entitled to  vo te , the preferred stock
depositary will mail the info rmation contained in such no tice o f meeting  to  the reco rd ho lders o f the depositary receipts evidencing  the
depositary shares which represent such preferred stock. Each reco rd ho lder o f depositary receipts evidencing  depositary shares on the
reco rd date  (which will be the same date  as the reco rd date  fo r the preferred stock) will be entitled to  instruct the preferred stock
depositary as to  the exercise  o f the vo ting  rights pertaining  to  the amount o f preferred stock represented by such ho lder’s depositary
shares. The preferred stock depositary will vo te  the amount o f preferred stock represented by such depositary shares in acco rdance
with such instructions, and we will ag ree to  take all reasonable  action which may be deemed necessary by the preferred stock
depositary in o rder to  enable  the preferred stock depositary to  do  so . The preferred stock depositary will abstain from vo ting  the
amount o f preferred stock represented by such depositary shares to  the extent it does no t receive specific  instructions from ho lders
o f our depositary receipts evidencing  such depositary shares.

Liquidation Preference

In the event o f our liquidation, disso lution o r winding  up, whether vo luntary o r invo luntary, each ho lder o f our depositary
receipts will be entitled to  the fraction o f the liquidation preference acco rded each share o f preferred stock represented by the
depositary share evidenced by such depositary receipt, as set fo rth in the applicable  prospectus supplement.

Conversion of Preferred Stock

The depositary shares, as such, are  no t convertible  into  our common stock o r any o f our securities o r property.
Nevertheless, if so  specified in the applicable  prospectus supplement relating  to  an o ffering  o f depositary shares, the depositary
receipts may be surrendered by depositary receipt ho lders to  the preferred stock
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depositary with written instructions to  the preferred stock depositary instructing  us to  cause conversion o f our preferred stock
represented by the depositary shares evidenced by such depositary receipts into  who le shares o f common stock, o ther preferred
stock o r o ther shares o f our capital stock, and we have ag reed that upon receipt o f such instructions and any amounts payable  in respect
o f such instructions, we will cause the conversion o f the preferred stock represented by depositary shares utiliz ing  the same
procedures as those provided fo r delivery o f preferred stock to  effect such conversion. If the depositary shares evidenced by a
depositary receipt are  to  be converted in part only, one o r more new depositary receipts will be issued fo r any depositary shares no t to
be converted. No  fractional shares o f our common stock will be issued upon conversion, and if such conversion will result in a
fractional share being  issued, an amount will be paid in cash by us equal to  the value o f the fractional interest based upon the closing
price o f our common stock on the last business day prio r to  the conversion.

Amendment and Termination of the Deposit Agreement

The fo rm o f depositary receipt evidencing  the depositary shares which represent the preferred stock and any provision o f the
deposit ag reement may at any time be amended by ag reement between us and the preferred stock depositary. However, any
amendment that materially and adversely alters the rights o f the ho lders o f depositary receipts will no t be effective unless such
amendment has been approved by the existing  ho lders o f at least a majo rity o f our depositary shares evidenced by the depositary
receipts then outstanding .

The deposit ag reement may be terminated by us upon no t less than 30 days’ prio r written no tice to  the preferred stock
depositary if a majo rity o f the ho lders o f each class o f our depositary shares affected by such termination consents to  such
termination, whereupon the preferred stock depositary shall deliver o r make available  to  each ho lder o f depositary receipts, upon
surrender o f the depositary receipts held by such ho lder, such number o f who le o r fractional shares o f our preferred stock as are
represented by the depositary shares evidenced by such depositary receipts. In addition, the deposit ag reement will automatically
terminate  if:
 
 �  all outstanding  depositary shares shall have been redeemed;
 

 
�  there  shall have been a final distribution in respect o f the related preferred stock in connection with any liquidation,

disso lution o r winding  up o f us and such distribution shall have been distributed to  the ho lders o f depositary receipts
evidencing  the depositary shares representing  such preferred stock; o r

 

 
�  each related share o f preferred stock shall have been converted into  our capital stock no t so  represented by depositary

shares.

Charges of Preferred Stock Depositary

We will pay all transfer and o ther taxes and governmental charges arising  so lely from the existence o f the deposit ag reement.
In addition, we will pay the fees and expenses o f the preferred stock depositary in connection with the perfo rmance o f its duties under
the deposit ag reement. However, ho lders o f our depositary receipts will pay the fees and expenses o f the preferred stock depositary
fo r any duties requested by such ho lders to  be perfo rmed which are  outside o f those expressly provided fo r in the deposit ag reement.

Resignation and Removal of Preferred Stock Depositary

The preferred stock depositary may resign at any time by delivering  to  us no tice o f its e lection to  do  so , and we may at any
time remove the preferred stock depositary. Any such resignation o r removal shall take effect upon the appo intment o f a preferred
stock depositary successo r. A preferred stock depositary successo r must be appo inted within 60 days after delivery o f the no tice o f
resignation o r removal and must be a bank o r trust company having  its principal o ffice  in the United States and having  a combined
capital and surplus o f at least $50,000,000.
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Miscellaneous

The preferred stock depositary will fo rward to  ho lders o f our depositary receipts any reports and communications from us
that are  received by the preferred stock depositary with respect to  the related preferred stock.

Neither we no r the preferred stock depositary will be liable  if we are  prevented from o r delayed in, by law o r any
circumstances beyond our contro l, perfo rming  our obligations under the deposit ag reement. Our obligations and the obligations o f the
preferred stock depositary under the deposit ag reement will be limited to  perfo rming  our respective duties under the deposit
ag reement in good faith and without g ross neg ligence o r willful misconduct, and neither we no r the preferred stock depositary will be
obligated to  prosecute  o r defend any legal proceeding  in respect o f any depositary receipts, depositary shares o r preferred stock
represented by the depositary shares unless satisfacto ry indemnity is furnished. We and the preferred stock depositary may rely on
written advice o f counsel o r accountants, o r info rmation provided by persons presenting  preferred stock represented by the depositary
shares fo r deposit, ho lders o f depositary receipts o r o ther persons believed to  be competent to  g ive such info rmation, and on
documents believed to  be genuine and signed by a proper party.

If the preferred stock depositary shall receive conflic ting  claims, requests o r instructions from any ho lders o f depositary
receipts, on the one hand, and us, on the o ther hand, the preferred stock depositary shall be entitled to  act on such claims, requests o r
instructions received from us.

DESCRIPTION OF WARRANTS

We may issue warrants to  purchase debt securities, shares o f common stock o r shares o f preferred stock. We may issue
warrants independently o r together with o ther securities. Warrants so ld with o ther securities may be attached to  o r separate  from the
o ther securities. We will issue warrants under one o r more warrant ag reements between us and a warrant agent that we will name in the
prospectus supplement.

The prospectus supplement relating  to  any warrants we are  o ffering  will include specific  terms relating  to  the o ffering . These
terms will include some o r all o f the fo llowing :
 
 �  the title  o f the warrants;
 

 �  the aggregate  number o f warrants o ffered;
 

 
�  the designation, number and terms o f the debt securities, shares o f common stock o r shares o f preferred stock

purchasable  upon exercise  o f the warrants and procedures by which those numbers may be adjusted;
 

 �  the exercise  price o f the warrants;
 

 �  the dates o r periods during  which the warrants are  exercisable;
 

 �  the designation and terms o f any securities with which the warrants are  issued;
 

 
�  if the warrants are  issued as a unit with ano ther security, the date  on and after which the warrants and the o ther security will

be separately transferable;
 

 
�  if the exercise  price is no t payable  in U.S. do llars, the fo reign currency, currency unit o r composite  currency in which the

exercise  price is denominated;
 

 �  any minimum or maximum amount o f warrants that may be exercised at any one time;
 

 �  any terms relating  to  the modification o f the warrants; and
 

 �  any terms, procedures and limitations relating  to  the transferability, exchange o r exercise  o f the warrants.
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The description in the prospectus supplement will no t necessarily be complete , and reference will be made to  the warrant
ag reements which will be filed with the SEC.

DESCRIPTION OF STOCK PURCHASE CONTRACTS AND STOCK PURCHASE UNITS

We may issue stock purchase contracts, including  contracts obligating  ho lders to  purchase from us, and us to  sell to  the
ho lders, a specified number o f shares o f common stock at a future  date  o r dates, which we refer to  in this prospectus as “Stock
Purchase Contracts.” The price per share o f common stock and number o f shares o f common stock may be fixed at the time the
Stock Purchase Contracts are  issued o r may be determined by reference to  a specific  fo rmula set fo rth in the Stock Purchase
Contracts. The Stock Purchase Contracts may be issued separately o r as a part o f units consisting  o f a Stock Purchase Contract and our
debt securities o r debt obligations o f third parties, securing  the ho lders’ obligations to  purchase the shares o f common stock under the
Stock Purchase Contracts, which we refer to  in this prospectus as “Stock Purchase Units.” The Stock Purchase Contracts may require
ho lders to  secure their obligations thereunder in a specified manner. The Stock Purchase Contracts also  may require  us to  make
periodic  payments to  the ho lders o f the Stock Purchase Units o r vice-versa and such payments may be unsecured o r prefunded on
some basis.

The applicable  prospectus supplement will describe the terms o f any Stock Purchase Contracts o r Stock Purchase Units. The
description in the prospectus supplement will no t necessarily be complete , and reference will be made to  the Stock Purchase
Contracts, and, if applicable , co llateral o r depositary arrangements, re lating  to  the Stock Purchase Contracts o r Stock Purchase Units.
Material United States federal income tax considerations applicable  to  the Stock Purchase Units and the Stock Purchase Contracts will
also  be discussed in the applicable  prospectus supplement.

PLAN OF DISTRIBUTION

We or a selling  securityho lder may sell the o ffered securities inside and outside the United States from time to  time
(a) through underwriters o r dealers, (b) directly to  one o r more purchasers, including  our affiliates, (c) through agents, o r (d) through a
combination o f any o f these methods. The applicable  prospectus supplement will describe the terms o f the o ffering  o f these securities
and the method o f distribution o f these securities, including  the fo llowing  info rmation, if applicable:
 
 �  the names o f any underwriters o r agents;
 

 �  the name o r names o f any manag ing  underwriter o r underwriters;
 

 �  the purchase price o f the securities from us;
 

 �  the net proceeds to  us from the sale  o f the securities;
 

 �  any delayed delivery arrangements;
 

 �  any underwriting  discounts, commissions and o ther items constituting  underwriters’ compensation;
 

 �  any initial public  o ffering  price;
 

 �  any discounts o r concessions allowed o r reallowed o r paid to  dealers; and
 

 �  any commissions paid to  agents.

General

Underwriters, dealers, agents and remarketing  firms that partic ipate  in the distribution o f the o ffered securities may be
“underwriters” as defined in the Securities Act o f 1933. Any discounts o r commissions they receive from us and any pro fits they
receive on the resale  o f the o ffered securities may be treated as underwriting
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discounts and commissions under the Securities Act o f 1933. We will identify any underwriters, agents o r dealers and describe their
commissions, fees o r discounts in the applicable  prospectus supplement.

Sale Through Underwriters or Dealers

If we use underwriters in a sale , they will acquire  the o ffered securities fo r their own account. The underwriters may resell the
securities in one o r more transactions, including  nego tiated transactions. These sales will be made at a fixed public  o ffering  price o r at
varying  prices determined at the time o f the sale .

We may o ffer the securities to  the public  through an underwriting  syndicate  o r through a sing le  underwriter.

Unless the applicable  prospectus supplement states o therwise, the obligations o f the underwriters to  purchase the o ffered
securities will be subject to  certain conditions contained in an underwriting  ag reement that we will enter into  with the underwriters. The
underwriters will be obligated to  purchase all o f the securities o f the series o ffered if any o f the securities are  purchased, unless the
applicable  prospectus supplement says o therwise. Any initial public  o ffering  price and any discounts o r concessions allowed, re-
allowed o r paid to  dealers may be changed from time to  time.

If we use dealers in a sale  o f securities, we will sell the securities to  them as principals. They may then resell those securities
to  the public  at varying  prices determined by the dealers at the time o f resale . We will include in the prospectus supplement the names
of the dealers and the terms o f the transaction.

Direct Sales and Sales Through Agents

We may choose to  sell the o ffered securities directly. In this case, no  underwriters o r agents would be invo lved. We may also
sell the securities through agents we designate  from time to  time. In the prospectus supplement, we will name any agent invo lved in the
o ffer o r sale  o f the o ffered securities, and we will describe any commissions payable  by us to  the agent. Unless we info rm you
o therwise in the prospectus supplement, any agent will ag ree to  use its best effo rts to  so lic it purchases fo r the period o f its
appo intment.

We may sell the securities directly to  institutional investo rs o r o thers who  may be deemed to  be underwriters within the
meaning  o f the Securities Act with respect to  any sale  o f those securities. We will describe the terms o f any such sales in the
prospectus supplement.

Delayed Delivery Contracts

If we so  indicate  in the prospectus supplement, we may autho rize agents, underwriters o r dealers to  so lic it o ffers from
certain types o f institutions to  purchase securities from us at the public  o ffering  price under delayed delivery contracts. These
contracts would provide fo r payment and delivery on a specified date  in the future . The contracts would be subject only to  those
conditions described in the prospectus supplement. The prospectus supplement will describe the commission payable  fo r so lic itation
of those contracts.

Indemnification

We may have ag reements with agents, underwriters, dealers and remarketing  firms and each o f their respective affiliates to
indemnify them against certain civil liabilities, including  liabilities under the Securities Act. Agents, underwriters, dealers and remarketing
firms, and their affiliates, may engage in transactions with, o r perfo rm services fo r, us in the o rdinary course o f business. This includes
commercial banking  and investment banking  transactions.
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Market Making, Stabilization and Other Transactions

Unless the applicable  prospectus supplement states o therwise, each series o f o ffered securities will be a new issue and will
have no  established trading  market. We may elect to  apply to  list any series o f o ffered securities on an exchange. Any underwriters that
we use in the sale  o f o ffered securities may make a market in such securities, but may discontinue such market making  at any time
without no tice. Therefo re, we canno t assure you that the o ffered securities will have a liquid trading  market.

In connection with the distribution o f the securities o ffered under this prospectus, we may enter into  swap o r o ther hedg ing
transactions with, o r arranged by, underwriters o r agents o r their affiliates, which may include sho rt sales o f the securities by
counterparties o r option, fo rward o r o ther types o f transactions that require  delivery o f securities to  a counterparty, who  may resell o r
transfer the securities under this prospectus.

Underwriters and o thers who  are  deemed to  be underwriters under the Securities Act may engage in transactions that stabilize ,
maintain o r o therwise affect the price o f the common stock, including  the entry o f stabiliz ing  bids o r syndicate  covering  transactions
o r the imposition o f penalty bids. Any such underwriters and distribution partic ipants may be subject to  applicable  provisions o f the
Exchange Act and the associated rules and regulations under the Exchange Act, including  Regulation M, which provisions may limit the
timing  o f purchases and sales o f shares by the selling  securityho lders. Furthermore, under Regulation M, persons engaged in a
distribution o f securities are  prohibited from simultaneously engag ing  in market making  and certain o ther activities with respect to  such
securities fo r a specified period o f time prio r to  the commencement o f such distributions, subject to  special exceptions o r
exemptions. In addition, the anti-manipulation rules under the Exchange Act may apply to  sales o f the securities in the market. All o f
these limitations may affect the marketability o f the securities and the ability o f any person to  engage in market-making  activities with
respect to  the securities.

LEGAL MATTERS

The validity o f the securities o ffered pursuant to  this prospectus will be passed upon fo r us by Sidley Austin LLP.

EXPERTS

The conso lidated financial statements inco rporated in this prospectus by reference from Discover Financial Services’ Annual
Report on Form 10-K fo r the year ended November 30, 2011, and the effectiveness o f Discover Financial Services’ internal contro l
over financial reporting  have been audited by Delo itte  & Touche LLP, an independent reg istered public  accounting  firm, as stated in
their reports, which are  inco rporated herein by reference (which reports (1) express an unqualified opinion on the conso lidated financial
statements and includes an explanato ry parag raph relating  to  Discover Financial Services’ adoption o f the accounting  standards,
“Accounting for Transfers of Financial Assets—an amendment of FASB Statement No. 140” and “Amendments to FASB Interpretation
No. 46(R),” on December 1, 2009 and (2) express an unqualified opinion on the effectiveness o f internal contro l over financial
reporting ). Such financial statements have been so  inco rporated in reliance upon the reports o f such firm g iven upon their autho rity as
experts in accounting  and auditing .

WHERE YOU CAN FIND MORE INFORMATION

We file  annual, quarterly, and current reports, proxy statements and o ther info rmation with the Securities and Exchange
Commission (“SEC”). Our SEC filings are  available  to  the public  over the Internet at the SEC’s web site  at http://www.sec.gov and on
the investo r relations page o f our website  at http://www.discoverfinancial.com. The info rmation available  at our website  does no t
constitute  a part o f this
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prospectus. You may also  read and copy any document we file  with the SEC at the SEC’s public  reference facilities at 100 F Street
N.E., Washing ton, D.C. 20549. You can also  obtain copies o f the documents upon the payment o f a duplicating  fee to  the SEC. Please
call the SEC at 1-800-SEC-0330 fo r further info rmation on the operation o f the public  reference facilities. You may also  request a copy
of our SEC filings, o r the documents we inco rporate  by reference herein, at no  cost, by writing  o r te lephoning  us at:

Discover Financial Services
2500 Lake Cook Road

Riverwoods, Illino is 60015
Attention: Investo r Relations
Telephone: (224) 405-0900

This prospectus omits some info rmation contained in the reg istration statement in acco rdance with SEC rules and regulations.
You should review the info rmation and exhibits included in the reg istration statement fo r further info rmation about us and the securities
we are  o ffering . Statements in this prospectus concerning  any document we filed as an exhibit to  the reg istration statement o r that we
o therwise filed with the SEC are no t intended to  be comprehensive and are  qualified by reference to  these filings. You should review
the complete  document to  evaluate  these statements.

You should rely only on the info rmation inco rporated by reference o r provided in this prospectus o r any prospectus
supplement. We have no t autho rized anyone else  to  provide you with different info rmation o r to  make any representations o ther than as
contained in this prospectus o r in any prospectus supplement. We are  no t making  any o ffer o f these securities in any state  o r jurisdiction
where the o ffer is no t permitted.

DOCUMENTS INCORPORATED BY REFERENCE

The SEC allows us to  inco rporate  by reference much o f the info rmation that we file  with it, which means that we can disclose
important info rmation to  you by referring  you to  those publicly available  documents. The info rmation that we inco rporate  by reference
is an important part o f this prospectus. Any statement contained in a document inco rporated o r deemed to  be inco rporated by
reference into  this prospectus will be deemed to  be modified o r superseded fo r purposes o f this prospectus to  the extent that a
statement contained in this prospectus o r any o ther subsequently filed document that is deemed to  be inco rporated by reference into
this prospectus modifies o r supersedes the statement. Any statement so  modified o r superseded will no t be deemed, except as so
modified o r superseded, to  constitute  a part o f this prospectus.

This prospectus inco rporates by reference the documents listed below and any filings we make with the SEC under
Sections 13(a), 13(c), 14 , o r 15(d) o f the Securities Exchange Act o f 1934 , as amended, after the initial filing  o f the reg istration
statement related to  this prospectus until the termination o f the o ffering  o f the securities described in this prospectus; provided,
however, that we are  no t inco rporating  by reference any documents, po rtions o f documents o r o ther info rmation that is deemed to
have been “furnished” and no t “filed” with the SEC:
 
 •  our Annual Report on Form 10-K fo r the fiscal year ended November 30, 2011;
 

 •  our Quarterly Reports on Form 10-Q fo r the quarters ended February 28, 2012 and May 31, 2012;
 

 
•  our Current Reports on Form 8-K, dated December 16, 2011, April 9, 2012, April 19, 2012, April 20, 2012, April 24 ,

2012, May 3, 2012 and May 10, 2012; and
 

 
•  the description o f our common stock under the heading  “Description o f our Capital Stock,” in our Info rmation Statement

included with Amendment No . 4  to  our Form 10 filed with the SEC on June 1, 2007, including  any subsequently filed
amendments and reports updating  such description.
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