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VISION AND VALUES

At Corus, our vision is to be globally recognized as Canada’s most influential entertainment
company. We're achieving that vision with the hard work and commitment of our talented
employees, many of whom are award winners in their fields. We also have a strong set of
corporate values and we believe that honouring them drives our success. These values help
provide clarity and focus — we are proud to live them each day.

We do what we say we’ll do — no excuses.

INITIATIVE

We empower employees to make great things happen.

We are committed to creative thinking that leads to breakthrough ideas and superior results.

KNOWLEDGE
We believe in continuous learning and the sharing of our insights and ideas.

TEAMWORK

We believe that the greatest value is realized when we work together.
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TELEVISION

2011 STRATEGIC INITIATIVES

1. TRANSITION OUR KEY TELEVISION BRANDS
TO HIGH DEFINITION

3. SUPPORT OUR DISTRIBUTION PARTNERS WITH
A WIDE ARRAY OF DIGITAL CONTENT

4. GROW OUR AUDIENCES WITH GREAT
PROGRAMMING AND EFFECTIVE MARKETING
OF OUR CORE BRANDS

5. CONTROL COSTS AND IMPROVE MARGINS BY
LEVERAGING OUR INVESTMENT IN TECHNOLOGY
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MANAGEMENT’S DISCUSSION AND ANALYSIS

Management's discussion and analysis of the financial position and results of operations for the fiscal year ended August 31, 2010, is prepared at
October 31, 2010. This should be read in conjunction with the Company’s August 31,2010 Annual Report and audited consolidated financial statements
and notes therein.

The financial information presented herein has been prepared on the basis of Canadian generally accepted accounting principles (“GAAP”). Refer to note
27 of the consolidated financial statements of the Company for a summary of differences between Canadian and United States (“U.S”) GAAP.

All dollar amounts are in Canadian dollars unless otherwise indicated.

CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STATEMENTS

To the extent any statements made in this report contain information that is not historical, these
statements are forward-looking statements within the meaning of applicable securities laws. These
forward-looking statements are related to, among other things, our objectives, goals, strategies,
intentions, plans, estimates and outlook and can generally be identified by the use of words such
as “believe,” “anticipate,” “expect,” “intend,” “plan,” “will,” “may” and other similar expressions.
In addition, any statements that refer to expectations, projections or other characterizations of
future events or circumstances are forward-looking statements. Although Corus believes that the
expectations reflected in such forward-looking statements are reasonable, such statements involve
risks and uncertainties, and undue reliance should not be placed on such statements. Certain
material factors or assumptions are applied in making forward-looking statements and actual
results may differ materially from those expressed or implied in such statements. Important factors
that could cause actual results to differ materially from these expectations include, among other
things, our ability to attract and retain advertising revenues; audience acceptance of our television
programs and cable networks; our ability to recoup production costs; the availability of tax credits
and the existence of co-production treaties; our ability to compete in any of the industries in which
we do business; the opportunities (or lack thereof) that may be presented to and pursued by
us; conditions in the entertainment, information and communications industries and technological
developments therein; changes in laws or regulations or the interpretation or application of those
laws and regulations; our ability to integrate and realize anticipated benefits from our acquisitions
and to effectively manage our growth; our ability to successfully defend ourselves against litigation
matters arising out of the ordinary course of business; and changes in accounting standards.
Additional information about these factors and about the material assumptions underlying such
forward-looking statements may be found in our Annual Information Form. Corus cautions that the
foregoing list of important factors that may affect future results is not exhaustive. When relying
on our forward-looking statements to make decisions with respect to Corus, investors and others
should carefully consider the foregoing factors and other uncertainties and potential events. Unless
otherwise required by applicable securities laws, we disclaim any intention or obligation to publicly
update or revise any forward-looking statements whether as a result of new information, events or
circumstances that arise after the date thereof or otherwise.

” o« ” o«

OVERVIEW

Corus Entertainment Inc. (“Corus” or the “Company”) commenced operations on September
1, 1999. On that date, pursuant to a statutory plan of arrangement, Corus was separated from
Shaw Communications Inc. (“Shaw”) as an independently operated, publicly traded company and
assumed ownership of Shaw’s radio broadcasting, specialty television, digital audio services and
cable advertising services businesses, as well as certain investments held by Shaw.

Corus operates through two lines of business: Radio and Television. The Corporate results
represent the incremental cost of corporate overhead in excess of the amount allocated to the
operating divisions. Generally, Corus’ financial results depend on a number of factors, including
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MANAGEMENT'S DISCUSSION AND ANALYSIS

the strength of the Canadian national economy and the local economies of Corus’ served markets,
local and national market competition from other broadcasting stations and other advertising
media, government regulation, market competition from other distributors of children’s animated
programming and Corus’ ability to continue to provide popular programming.

(A) RADIO

The Radio division comprises 49 radio stations situated primarily in nine of the ten largest
Canadian markets by population and in the densely populated area of Southern Ontario. Revenues
are derived from advertising aired over these stations. Corus is one of Canada’s leading radio
operators in terms of audience reach and tune-in. Results for the Radio business are presented on
a geographic basis for Radio West, Radio Ontario and Radio Quebec and other.

(B) TELEVISION

The Television division comprises several analog and digital specialty channels, conventional
channels and premium pay television services, as well other businesses related to television.
The Kids segment comprises: YTV; Treehouse TV; Nickelodeon (Canada); a 50% interest in
TELETOON and TELETOON Retro, and the Nelvana content business. The Specialty and Pay
segment comprises: W Network; VIVA; W Movies; Sundance Channel (Canada); Corus’ western
Canadian pay television services Movie Central (including HBO Canada) and Encore Avenue;
three local television stations, and the Company’s interests in CMT Canada, Telelatino, DUSK and
Cosmopolitan TV. Revenues for analog and digital specialty television networks are generated
from affiliate subscriber fees and advertising. Revenues for pay television are generated from
affiliate subscriber fees. Revenues for the conventional television stations are derived from
advertising. Revenues for the distribution and licensing business are generated from licensing of
television programs, merchandise licensing and publishing.

The following table presents summary financial information for Corus for each of the listed
years ended August 31:

(in millions of Canadian dollars, except percentages and per share amounts) % Increase
2010 2009 2008 2010 over 2009 2009 over 2008

Revenues 836.2 788.7 787.2 6.0 0.2

Segment profit " 264.1 251.2 252.1 51 (0.4)

Net income 126.7 (56.6) 129.8

Earning share

Basic $1.57 $(0.71) $1.57

Diluted $1.56 $(0.71) $1.54

Total assets 2,059.3 1,874.7 2,033.7

Long term debt 691.9 651.8 692.8

Cash dividends declared per share

Class A Voting $0.59502 $0.59502 $0.570015

Class B Non-Voting $0.60000 $0.60000 $0.574995

Notes: ! As defined in “Key Performance Indicators — Segment profit and segment profit margin”
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MANAGEMENT'S DISCUSSION AND ANALYSIS

RESULTS OF OPERATIONS

The following tables present summary financial information for Corus’ lines of business and a
reconciliation of net income to segment profit for each of the listed years ended August 31:

(in thousands of Canadian dollars, except percentages) % Increase (Decrease)
2010 2009 2008 2010 over 2009 2009 over 2008
Revenues
Radio 261,124 268,912 286,449 0.9 (9.6)
Television 575,097 530,014 500,966 8.5 5.8
Eliminations - (208) (259)
836,221 788,718 787,156 6.0 0.2

Direct cost of sales, general and
administrative expenses

Radio 195,593 198,574 210,945 (1.5) 5.9)
Television 348,418 320,869 301,361 8.6 6.5
Corporate 28,141 18,293 22,979 53.8 (20.4)
Eliminations - (208) (259)

572,152 537,628 535,026 6.4 0.5
Segment profit"
Radio 65,531 60,338 75,504 8.6 (20.1)
Television 226,679 209,145 199,605 8.4 4.8
Corporate (28,141) (18,293) (22,979) 53.8 (20.4)
Eliminations - — —

264,069 251,190 252,130 5.1 (0.4)
Depreciation 23,151 20,704 22,054
Interest expense 47,223 37,426 41,313
Broadcast license and goodwiill
impairment - 175,000 —
Disputed regulatory fees (16,194) 5,258 10,936
Debt refinancing loss 14,256 — —
Restructuring charges 12,924 8,632 6,142
Other expense (income), net 14,972 (204) 1,711
Income before income taxes and
non-controlling interest 167,737 4,374 169,974
Income tax expense 35,119 56,350 35,519
Non-controlling interest 5,884 4,659 4,620
Net income (loss) for the year 126,734 (56,635) 129,835

Notes: ' As defined in "Key Performance Indicators — Segment profit and segment profit margin”.
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MANAGEMENT'S DISCUSSION AND ANALYSIS

FISCAL 2010 COMPARED TO FISCAL 2009

REVENUES

Revenues for the fourth quarter were $202.8 million, an increase of 4% from $195.2 million
last year. Subscriber revenues increased by 6% and advertising revenues increased by 10%
in the quarter. Television revenues increased by 3% and Radio revenues increased by 5% in
the quarter. For the twelve-month period, revenues of $836.2 million represented an increase
of 6%. Subscriber revenues increased by 10% and advertising revenues increased by 4% in
the full fiscal year. On a divisional basis, Television revenues increased by 9%, while Radio
revenues increased by 1% in the full fiscal year. Refer to the discussion of segmented results
for additional analysis of revenues.

DIRECT COST OF SALES, GENERAL AND ADMINISTRATIVE EXPENSES

Direct cost of sales, general and administrative expenses for the fourth quarter were $151.2
million, up 10% from $137.8 million in the prior year. This increase is attributed to higher
general and administrative costs, particularly new tariffs in Radio and higher facilities costs
and accruals for short-term incentive plans. For the twelve-month period, expenses of $572.2
million represented a 6% increase over the prior year as a result of higher program rights
amortization in the Television division and higher Corporate costs. Refer to the discussion of
segmented results for additional analysis of expenses.

DEPRECIATION

Depreciation expense for fiscal 2010 was higher than in the prior year due to the commencement
of depreciation on Corus Quay. Depreciation in the fourth quarter was marginally higher than the
future run rate, due to accelerated depreciation on certain assets as the Company transitions
out of its old broadcast facility.

INTEREST EXPENSE

Interest on long-term debt is up from the prior year due to the issuance of new debt in the
second quarter of fiscal 2010. In February 2010, the Company issued $500.0 million in senior
unsecured guaranteed notes due 2017 (the “Notes”) that pay interest at 7.25%. The Company
used these proceeds to pay down bank debt. The effective interest rate on bank loans and
notes for fiscal 2010 was 5.5% compared to 4.2% on bank loans last year.

DISPUTED REGULATORY FEES
In October 2009, a settlement was reached between the Government of Canada and members
of the broadcasting industry in respect of disputed Part Il license fees. The settlement included
waiving Part Il license fees that were not collected for the broadcasting years 2007, 2008 and
2009. The Company had accrued $16.2 million over that period, and reversed this accrual in
the first quarter of fiscal 2010.

DEBT REFINANCING LOSS

In the second quarter of fiscal 2010, the Company issued $500.0 million in Notes. The
proceeds of the Notes issue were used to pay down the existing $500.0 million term facility.
Concurrently, the interest rate swap agreements that fixed the interest rate on $400.0 million
of the bank debt were terminated, and the Company amended its credit facility with a syndicate
of banks. These transactions resulted in the Company recording a pre-tax debt refinancing
loss of $14.3 million. The components of this loss include mark-to-market payments on the
termination of the interest rate swap agreements, and the non-cash write-off of deferred
financing fees related to the previous credit facility.

CORUS ENTERTAINMENT | 2010 ANNUAL REPORT
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MANAGEMENT'S DISCUSSION AND ANALYSIS

RESTRUCTURING CHARGES

In the fourth quarter of fiscal 2010, the Company undertook a significant organizational
restructuring to streamline operating processes in the new Corus Quay facility. This resulted
in the Company recording a charge of $12.9 million in the fourth quarter, of which $11.3
million relates to severance and employee-related expenses, and $1.6 million relates to other
process-related expenses.

OTHER EXPENSE (INCOME), NET

Other expense in the fourth quarter of fiscal 2010 consists primarily of the retroactive portion
of the new Radio tariffs introduced in July 2010, while the prior year’s quarter consists of
investment writedowns. For the full year, other expense in the current year consists primarily of
rental expenses incurred on Corus Quay prior to the completion of the project, as well as the
Radio tariff. The prior year includes a gain of $7.2 million related to the sale of a residential
audio business and investment writedowns of $6.2 million.

INCOME TAXES

The effective tax rate for fiscal 2010 was 20.9%, compared to the Company’s 31.7% statutory
rate. The difference is due primarily to the impact of a change in the Ontario provincial long-term
tax rate that became effective in the first quarter. This rate change resulted in the Company
recording a non-cash recovery of $14.3 million through the income tax expense line.

NET INCOME AND EARNINGS PER SHARE

Net income for the fourth quarter was $6.8 million, as compared to net income of $18.7 million
last year. Earnings per share for the fourth quarter were $0.08 basic and diluted, compared to
$0.23 basic and diluted last year. Net income for the current year’s quarter includes a Radio
tariff accrual of $7.9 million ($0.06 per basic share) and restructuring charges of $12.9 million
($0.10 per basic share). With respect to the Radio tariff accrual in the quarter, the Company
has included in segment profit the tariff of $2.8 million related to fiscal 2010 revenues, while
the pre-fiscal 2010 tariff of $5.1 million has been recorded in other expenses.

Net income for fiscal 2010 was $126.7 million, as compared to a net loss of $56.6 million
in the prior year. Earnings per share for fiscal 2010 was $1.57 basic and $1.56 diluted,
compared with a loss per share of $0.71 basic and diluted last year. In addition to the items
noted above, net income for the current fiscal year also includes a reversal of the disputed
regulatory fee accrual, a reduction in the income tax rate and a debt refinancing loss. Net
income for the prior year includes a $172.5 million ($2.15 per basic share) after-tax broadcast
license and goodwill impairment charge.

The weighted average number of shares outstanding has increased in the current year due
to the exercise of stock options and the issuance of shares from treasury under the dividend
reinvestment plan.

OTHER COMPREHENSIVE INCOME (LOSS), NET OF TAX

The significant item in other comprehensive income was the change in the unrealized fair
value of the Company’s interest rate swap agreements prior to their termination in the second
quarter of fiscal 2010, and the reversal of the cumulative unrealized change in the fair value
of the agreements that were previously recorded in other comprehensive income in net income
as a component of the debt refinancing loss.
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MANAGEMENT'S DISCUSSION AND ANALYSIS

Radio
Three months ended August 31 Twelve months ended August 31
(thousands of Canadian dollars) 2010 2009 2010 2009
Revenues
West 22,251 2,1881 93,470 100,644
Ontario 23,934 22,364 92,052 856,185
Quebec and other 16,749 15,696 75,602 73,183
62,934 59,941 261,124 258,912
Segment profit
West 6,333 7,678 30,295 35,319
Ontario 7,257 8,219 27,417 23,681
Quebec and other (325) (762) 7,819 1,338
13,265 15,145 65,531 60,338

Radio revenues for the fourth quarter increased by 5%, and revenues for the year increased by
1% compared to the prior year. Advertising revenues increased by 6% in the quarter. Revenues
in the West grew for the second consecutive quarter after several quarters of decreases despite
rate compression in Calgary and Edmonton as a result of the new licenses. Although the West
remains down 7% for the full fiscal year, the total advertising spend in the Western markets is
showing year-over-year growth. Revenues in the rest of Canada experienced high single-digit
growth for the quarter, particularly in Ontario, resulting in strong growth on the year-to-date as
well. The Company’s results for the quarter and for the year-to-date exceed the performance of
the overall market in Canada, in cities where we compete. In particular, the Company exceeded
market growth in Toronto, Canada’s largest market.

Direct cost of sales, general and administrative expenses for the fourth quarter increased by
11% compared to the prior year, and decreased by 2% for the full fiscal year. Variable expenses
increased significantly in the quarter on new tariffs introduced in the quarter, higher CRTC Part
Il fees and sales commission earned on the higher revenues, although the Company continues
to benefit from a transition to a lower average cost of sales structure on national sales. Fixed
costs, which represent a much higher proportion of the cost structure, decreased by 5% for
both the fourth quarter and full year from the prior year periods. The decrease was largely in
employee-related costs, which results from initiatives taken by the Company recently to reduce
the fixed cost base of the division.

In the first quarter of fiscal 2010, the Radio division reversed its August 31, 2009 disputed
Part Il regulatory fee accrual of $8.9 million. This is excluded from segment profit. In fiscal
2010, the Company began accruing for the estimated revised Part Il fee, and the Radio division
incurred a charge of $2.0 million for the full year. This amount is included in segment profit for
fiscal 2010, with no comparable amount in segment profit for fiscal 2009.

In addition, in the fourth quarter of fiscal 2010, the Radio division recorded an accrual of
$7.9 million related to new tariffs announced in July 2010, for which there is no comparative
amount in fiscal 2009. The portion related to the current year’s revenues is $2.8 million, and
is included in segment profit in the fourth quarter. The portion related to prior years’ revenues
is $5.1 million, and is included in other expense in the fourth quarter.
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18

MANAGEMENT'S DISCUSSION AND ANALYSIS

Television
Three months ended August 31 Twelve months ended August 31
(thousands of Canadian dollars) 2010 2009 2010 2009
Revenues
Kids 58,497 58,648 240,568 222,925
Specialty and Pay 81,358 76,840 334,529 307,089
139,855 136,488 575,097 530,014
Segment profit
Kids 18,327 21,709 97,126 89,745
Specialty and Pay 28,628 25,003 129,553 119,400
46,955 46,712 226,679 209,145

Television revenues increased by 3% in the fourth quarter, reflecting an increase of 6% on
subscriber revenues and continued strong growth in advertising revenues, with an increase of
15%. Total specialty advertising revenues were up 22%, while non-specialty advertising revenues
were down 32%. Other revenues, primarily merchandising revenues, decreased 17% in the fourth
quarter, but finished the fiscal year with 10% growth over the prior year. Subscriber revenue growth
for the quarter reflects the addition of two new offerings in W Movies and Sundance Channel, and
strong paid subscriber growth at CosmoTV. Advertising revenues grew 33% on our Kids segment,
reflecting strengthening ratings and our success in monetizing our “co-view” audience. Specialty
advertising revenues on our Specialty and Pay segment showed a strong increase of 15% in
the quarter. Non-specialty advertising revenues declined due to challenges faced by our former
cable advertising service. Full year subscriber revenues increased 10%, while a strong second
half to the fiscal year resulted in advertising revenue growth of 6% over the prior year. Specialty
advertising revenues grew by 9% in the fiscal year. Movie Central, including HBO Canada, finished
the year with 963,000 subscribers, up 1% from the same period last year.

Direct cost of sales, general and administrative expenses increased by 5% in the fourth quarter
and 9% for the full fiscal year. Direct cost of sales, which includes amortization of program
rights and film investments, decreased by 1% for the quarter and increased by 9% for the full
fiscal year. Amortization of program rights costs fluctuate with changes in subscriber levels, as
a result of program supply agreements and Canadian content requirements based on the prior
year’s revenues, as a result of conditions of license. Amortization of film investments fluctuate in
proportion to the volume of service work in the studio and content distribution revenues. Planned
investment in programming for our Women'’s networks to drive growth also contributed to the
increased costs for the full year. General and administrative expenses increased in the quarter
and full fiscal year as a result of increases in CRTC Part Il fees, trademark costs, expenses related
to the launch of new services and higher facilities costs related to the fourth quarter move into
Corus Quay. Television has contained employee—related cost growth to low single digits.

In the first quarter of fiscal 2010, the Television division reversed its August 31, 2009 disputed
Part Il regulatory fee accrual of $7.3 million. This is excluded from segment profit. In fiscal
2010, the Company began accruing for the revised fee, and the Television division incurred a
charge of $1.9 million for the full fiscal year. This amount is included in segment profit for fiscal
2010 with no comparable amount in fiscal 2009.

On November 30, 2009, the Company completed the acquisition of Drive-In Classics and SexTV.
These specialty services were rebranded Sundance Channel and W Movies, respectively, and
their results are included in the Specialty and Pay segment commencing with the second
quarter of fiscal 2010.
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MANAGEMENT'S DISCUSSION AND ANALYSIS

Corporate
Three months ended August 31 Twelve months ended August 31
(thousands of Canadian dollars) 2010 2009 2010 2009
Stock-based compensation 1,944 1,472 7,770 5,146
Other general and administrative costs 6,695 2,962 20,371 13,147
8,639 4,434 28,141 18, 293

Stock-based compensation includes the expenses related to the Company’s Performance
Share Units (“PSUs”), stock options and other long-term incentive plans. The expense related
to stock-based compensation is higher in the current year due to changes in the assumptions
underlying the expense recognition of certain plans, primarily related to the Company’s higher
share price relative to the same period last year, as well as the granting of additional units
under the long-term incentive plan in the current year.

Other general and administrative costs for the quarter and year are up from the prior year
primarily as a result of accruals for short-term compensation plans and facilities costs related
to Corus Quay.

FISCAL 2009 COMPARED TO FISCAL 2008

REVENUES

For fiscal 2009, revenues of $788.7 million represented a slight increase over $787.2 million in
the prior year. Advertising revenues decreased by 9% from the prior year, while subscriber revenues
increased by 14% over the prior year. Advertising revenues decreased as a result of the recent
economic slowdown experienced across Canada, particularly in Alberta, British Columbia and
Ontario. As our Radio business is more dependent on advertising revenues than is the Television
business, the impact of these economic conditions was more significant in our Radio business.
Refer to the discussion of segmented results for additional analysis of revenues.

DIRECT COST OF SALES, GENERAL AND ADMINISTRATIVE EXPENSES

For fiscal 2008, direct cost of sales, general and administrative expenses were $537.5
million, an increase of 1% over the prior year. Direct cost of sales, consisting primarily of the
amortization of program rights and film investments, increased by 8% over the prior year. General
and administrative expenses decreased by 4% from the prior year. Refer to the discussion of
segmented results for additional analysis of expenses.

DEPRECIATION

Depreciation expense for fiscal 2009 was $20.7 million, a decrease of $1.4 million from
the prior year. This decrease reflects a reduction in capital expenditures in recent periods in
anticipation of the move to the Toronto waterfront facility.

INTEREST EXPENSE

Interest expense for fiscal 2009 of $37.4 million represented a $3.9 million decrease from
the prior year. Interest on long-term debt was down from the prior year despite the higher
average debt balance in fiscal 2009, as interest rates were lower in the year. This is offset by
the impact of the interest rate swap, since interest rate swap agreements fix the interest rate
at 4.13% plus a margin on $400.0 million of the bank debt for the full term of the facility. The
effective interest rate on bank loans for fiscal 2009 was 4.2%.
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BROADCAST LICENSE AND GOODWILL IMPAIRMENT

Broadcast licenses and goodwill are tested for impairment annually as at August 31, or more
frequently, if events or changes in circumstances indicate that they may be impaired. During
the third quarter of fiscal 2009, the Company concluded that an interim goodwill and broadcast
license impairment test was required for the Radio reporting unit. This conclusion was based
on an assessment of a number of factors, the most significant being the decline in radio
advertising revenues experienced in the third quarter and the completion of the Company’s
annual business planning cycle also during the third quarter. Each of these factors highlight
adverse market factors affecting radio industry trading multiples in general, and the Company’s
Radio reporting unit market value in particular. As a result, the Company recorded a broadcast
license impairment charge of $11.5 million and a goodwill impairment charge of $163.5 million
related to the Radio reporting unit.

DISPUTED REGULATORY FEES

The disputed regulatory fee accrual relates to the April 2008 decision of the Federal Court of
Appeal to reverse the December 2006 Federal Court decision that ruled that Part Il fees paid by
broadcasters to the Canadian Radio-television and Telecommunications Commission were an
unlawful tax. The broadcasting industry is pursuing avenues of appeal; however until such time
as an appeal is heard, the regulation is in force. The accrual in fiscal 2008 includes a balance
of $4.9 million related to fiscal 2007 and $6.0 million related to fiscal 2008. Subsequent to
the end of the fiscal year, an agreement was reached in respect of these fees, which resulted
in the Company reversing this accrual in fiscal 2010.

OTHER EXPENSE, NET

Other expense increased in fiscal 2009 as a result of further initiatives to reduce costs in
the Radio division in general, and the Quebec region in particular. The Company incurred $8.6
million in fiscal 2009 in relation to these initiatives. The prior year includes restructuring
charges of $6.1 million, incurred in the Television and Radio segments.

INCOME TAXES

The effective tax rate for fiscal 2009 was 1288.3%, compared to the Company’s 33.0% statutory
rate. This difference is due to the almost entirely non-deductible treatment of the broadcast
license and goodwill impairment charge. Adjusting for the difference related to the broadcast
license and goodwill impairment charge, the effective rate for fiscal 2009 was 32.8%.

NET INCOME AND EARNINGS PER SHARE

Net loss for fiscal 2009 was $56.6 million, as compared to net income of $129.8 million in
the prior year. Loss per share for fiscal 2009 was $0.71, basic and diluted, compared with
earnings per share of $1.57 basic and $1.54 diluted for fiscal 2008. Net loss for fiscal 2009
includes an after-tax broadcast license and goodwill impairment charge of $172.5 million,
while the prior year benefited from $23.2 million in recoveries related to income tax changes.
Removing the impact of these items would result in adjusted basic earnings per share of
$1.45 in the current year and $1.29 in the prior year. The weighted average number of shares
outstanding decreased in fiscal 2009 as a result of shares acquired and cancelled by Corus
under its normal course issuer bid.

OTHER COMPREHENSIVE LOSS, NET OF TAX

The significant item in other comprehensive loss is the change in the unrealized fair value
of the Company’s interest rate swap. Interest rate declines, in both fiscal 2009 and 2008,
resulted in an increase in the Company’s derivative fair-value liability and a charge through
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other comprehensive income. The charge is higher in fiscal 2008 as the interest rate decline
was more significant in that year.

Radio
Year ended August 31
(thousands of Canadian dollars) 2009 2008
Revenues
West 100,544 115,462
Ontario 85,185 94,465
Quebec and other 73,183 76,5622
258,912 286,449
Segment profit
West 35,319 43,530
Ontario 23,681 29,449
Quebec and other 1,338 2,625
60,338 75,504

Radio revenues in fiscal 2009 declined by 10% from the prior year, as the economic slowdown
in Canada led to decreased advertising spending. Local airtime revenues decreased by 10%
and national airtime revenues decreased by 17% compared to the prior year. The declines were
experienced across Canada, but was particularly pronounced in the West, which declined by 13%
after several years of significant growth. The declines in Quebec were less pronounced as that
region had not experienced the same growth in recent years as Ontario and the West. While the
advertising market as a whole declined in fiscal 2009, the Company’s revenues were especially
hard hit due to a sharp decline in the male demographic. While traditionally strong categories in
spending show continued signs of weakness, Corus has focused on maintaining the integrity of
its rates, and is poised to benefit from an end of the recession when it occurs.

Direct cost of sales, general and administrative expenses for fiscal 2009 decreased by 6% from
the prior year. Variable expenses such as commissions decreased in proportion to the decrease in
revenues. Fixed costs, which represent a much higher proportion of the cost structure, decreased
by 4% from the prior year. The decrease was largely in employee-related costs and advertising
and marketing. This is largely the result of initiatives taken by the Company recently to adjust to
lower revenue levels and align the cost structure of this division with its strategic objectives.

Segment profit for fiscal 2009 decreased by 20% from the prior year. Radio is largely a fixed-cost
business so the revenue declines resulted in a higher percentage segment profit decline, and
a decrease in profit margin. The profit margin decrease was greater in Ontario than in the West
because the Ontario operations consist of more small markets with less discretionary spending,
and so was less able to adapt to lower revenues.

In the third quarter of fiscal 2009, the Company recorded $175.0 million in broadcast license
and goodwill impairment charges related to the Radio division. These charges are excluded from
segment profit.

Through fiscal 2009, the Company implemented several initiatives in its Radio operations,
particularly related to its Quebec operations and its consolidated sales function. These initiatives
resulted in restructuring expenses of approximately $8.6 million in fiscal 2009. These costs are
excluded from segment profit. The Company continues to assess challenges presented by the
Quebec market, and may undertake further initiatives to align the cost structure of this division
with its strategic objectives.
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Television
Year ended August 31
(thousands of Canadian dollars) 2009 2008
Revenues
Kids 222,925 223,796
Specialty and Pay 307,089 277,170
530,014 500,966
Segment profit
Kids 89,745 86,640
Specialty and Pay 119,400 112,965
209,145 199,605

Television revenues in fiscal 2009 increased by 6% over the prior year. Advertising revenues
decreased by 6%, while subscriber revenues increased by 14%. Specialty advertising revenues
declined by 5% in fiscal 2009. The advertising declines were experienced in the two main Kids
brands: YTV and TELETOON. These declines came in two main advertising categories: Toys and
Entertainment. Subscriber revenue growth was experienced across all Corus brands, but was
primarily in the Adult specialty and pay brands. This is partly attributed to the successful launch
of new brands such as VIVA, CosmoTV and HBO Canada. Movie Central (including HBO Canada)
finished the year with 953,000 subscribers, up 7% from the prior year. Other revenues, including
studio service work, distribution, merchandising and publishing revenues were up 13% in fiscal
2009, due largely to the success of international success of Bakugon in the Kids segment.

Direct cost of sales, general and administrative expenses increased by 6% in fiscal 2009. Direct
cost of sales, consisting primarily of the amortization of program rights and film investments,
increased by 8% over the prior year. These costs fluctuate in proportion to changes in subscriber
levels; as a result of program supply agreements; as a result of Canadian content requirements
based on the prior year’s revenues; as a result of conditions of license; as well as with the volume
of service work in the Studio. These increased costs were offset by effective cost containment
across all categories of general and administrative expenses, which increased by 4% for the year.
The increase is largely the result of costs related to the launch of new brands.

Segment profit in fiscal 2009 increased by 5% over the prior year. The Company maintained a
stable segment profit margin in the Television business relative to the prior year, in both the Kids
and the Specialty and Pay segments.

Corporate

Year ended August 31
(thousands of Canadian dollars) 2009 2008
Stock-based compensation 5,146 9,168
Other general and administrative costs 13,147 13,811
General and administrative expenses 18,293 22,979

General and administrative expenses decreased to $18.3 million in fiscal 2009 from $23.0
million in the prior year.
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Stock-based compensation includes the expenses related to the Company’s Performance
Share Units (“PSUs”), stock options and other long-term incentive plans. The expense related
to stock-based compensation is lower in the current year due to: changes in the assumptions
underlying the expense recognition of certain plans; the Company’s lower average share price
in the current year; and fewer units outstanding in the current year.

Other general and administrative costs are down from the prior year, primarily as a result of
lower costs related to short-term incentive-based compensation.

QUARTERLY CONSOLIDATED FINANCIAL INFORMATION (UNAUDITED)

The following tables set forth certain unaudited data derived from the unaudited consolidated
financial statements for each of the eight most recent quarters ended August 31, 2010. In
Management’s opinion, these unaudited consolidated financial statements have been prepared
on a basis consistent with the audited consolidated financial statements contained elsewhere
in this report.

(thousands of Canadian dollars, Earnings (loss) per share
except per share amounts) Revenues Segment profit™  Net income (loss) Basic Diluted
2010

4th quarter 202,789 51,581 6,812 $0.08 $0.08
3rd quarter 218,439 73,818 31,411 0.39 0.39
2nd quarter 192,664 55,445 14,603 0.18 0.18
1st quarter 222,329 83,225 73,908 0.92 0.91
2009

4th quarter 195,221 57,423 18,733 $0.23 $0.23
3rd quarter 195,354 61,416 (145,030) (1.81) (1.81)
2nd quarter 181,358 51,009 29,029 0.36 0.36
Tst quarter 216,785 81,342 40,633 0.561 0.50

Notes: "As defined in "Key Performance Indicators - Segment profit and segment profit margin”

SEASONAL FLUCTUATIONS

Corus’ operating results are subject to seasonal fluctuations that can significantly impact quarter-
to-quarter operating results. Accordingly, one quarter's operating results are not necessarily
indicative of what a subsequent quarter’s operating results will be. In particular, the Company’s
broadcasting businesses are dependent on general advertising and retail cycles associated with
consumer spending activity. Accordingly, operating results for the first quarter tend to be the
strongest, reflecting pre-Christmas advertising activity, and for the second quarter they tend to be
the weakest, consistent with lower consumer spending in winter months.

SIGNIFICANT ITEMS CAUSING VARIATIONS IN QUARTERLY RESULTS

e Net income in the fourth quarter of fiscal 2010 was negatively impacted by a charge of
$12.9 million related to the Company’s organizational restructuring to streamline operating
processes in the new Corus Quay facilities.

e Net income in the fourth quarter of fiscal 2010 was negatively impacted by an accrual of
$7.9 million related to the new Radio tariffs introduced in July 2010.

* Net income in the second quarter of fiscal 2010 was negatively impacted by $14.3 million
in expenses related to the refinancing of the Company’s debt.

» Netincome in the first quarter of fiscal 2010 was positively impacted by $14.3 million in income
tax rate changes and the reversal of a $16.2 million disputed regulatory fee accrual.
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¢ Revenues in the third quarter of fiscal 2009 decreased from the previous year, as the
Canadian economy had a negative impact on the advertising market. The impact was most
pronounced in the Radio division.

* Netloss in the third quarter of fiscal 2009 includes broadcast license and goodwill impairment
charges of $172.5 million, net of tax of $2.5 million, related to the Radio division.

« Net income in the second quarter of fiscal 2009 was positively impacted by a gain of $7.2
million related to the disposition of a residential audio service.

The Company measures the success of its strategies using a number of key performance
indicators. These have been outlined below, including a discussion as to their relevance,
definitions, calculation methods and underlying assumptions. With the exception of revenues,
direct cost of sales, general and administrative expenses and segment profit, the following key
performance indicators are not measurements in accordance with Canadian or U.S. GAAP and
should not be considered as an alternative to net income or any other measure of performance
under Canadian or U.S. GAAR

REVENUE

Revenue is a measurement defined by Canadian and U.S. GAAR Revenue is the inflow of cash,
receivables or other consideration arising from the sale of product and services and is net of
items such as trade or volume discounts and certain excise and sales taxes. It is the base on
which free cash flow, a key performance indicator defined below, is determined; therefore, it
measures the potential to deliver free cash flow as well as indicating the level of growth in a
competitive marketplace.

The primary sources of revenues for the Company are outlined in the “Overview” section.

Corus is well diversified by revenue source with revenue streams for the year ended August 31,
2010, derived primarily from two areas: advertising (52%) and subscriber fees (34%) (2009 —
53% and 33%, respectively).

DIRECT COST OF SALES, GENERAL AND ADMINISTRATIVE EXPENSES

Consolidated direct cost of sales, general and administrative expenses include amortization of
program and film rights (costs of programming intended for broadcast, from which advertising
and subscriber fee revenues are derived), amortization of film investments (costs associated
with internally produced and acquired television and film programming, from which distribution
and licensing revenues are derived), employee remuneration, regulatory license fees, cost of
goods sold relating to publishing, marketing (research and advertising costs), selling, general
administration and overhead costs. Approximately 31% and 35% of consolidated direct cost of
sales, general and administrative expenses in fiscal 2010 (2009 — 31% and 33%, respectively)
were composed of employee remuneration and amortization of programming and film costs,
respectively.

SEGMENT PROFIT AND SEGMENT PROFIT MARGIN

Segment profit is calculated as revenues less direct cost of sales, general and administrative
expenses as reported in the Company’s consolidated statements of income and retained earnings.
Segment profit may be calculated and presented for an individual operating segment, a line of
business, or for the consolidated Company. The Company believes this is an important measure
as it allows the Company to evaluate the operating performance of its business segments and
its ability to service and/or incur debt; therefore, it is calculated before (i) non-cash expenses
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such as depreciation; (ii) interest expense; and (iii) items not indicative of the Company’s
core operating results, and not used in management’s evaluation of the business segment’s
performance, such as: goodwill and broadcast license impairment; disputed regulatory fees;
debt refinancing loss; restructuring charges and certain other income and expenses (note 13 to
the consolidated financial statements). Segment profit is also one of the measures used by the
investing community to value the Company and is included in note 15 to the consolidated financial
statements. Segment profit margin is calculated by dividing segment profit by revenues.

FREE CASH FLOW

Free cash flow is calculated as cash provided by operating activities less cash used in investing
activities as reported in the consolidated statements of cash flows. Free cash flow measures
the Company’s ability to repay debt, finance the business and pay dividends.

(thousands of Canadian dollars) 2010 2009 2008

Cash provided by (used in):

Operating activities 144,066 113,239 130,578
Investing activities (121,124) (19,864) (101,520)
Free cash flow 22,942 93,375 29,058
NET DEBT

Net debt is calculated as long-term debt less cash and cash equivalents as reported in the
consolidated balance sheets. Net debt is an important measure as it reflects the principal
amount of debt owing by the Company as at a particular date.

(thousands of Canadian dollars) 2010 2009
Long-term debt 691,891 651,767
Cash and cash equivalents (7,969) (10,922)
Net debt 683,922 640,845

NET DEBT TO SEGMENT PROFIT

Net debt to segment profit is calculated as net debt divided by segment profit. It is one of the
key metrics used by the investing community to measure the Company’s ability to repay debt
through ongoing operations.

(thousands of Canadian dollars except ratios) 2010 2009 2008
Net debt (numerator) 683,922 640,845 673,108
Segment profit (denominator) 264,069 251,190 252,130
Net debt to segment profit 2.6 2.6 2.7

RISKS AND UNCERTAINTIES

IMPACT OF REGULATION ON CORUS’ RESULTS OF OPERATIONS

Corus’ Radio and Television business activities are regulated by the Canadian Radio-television
and Telecommunications Commission (“CRTC”) under the Broadcasting Act and, accordingly,
Corus’ results of operations may be adversely affected by changes in regulations, policies and
decisions by the CRTC. The CRTC, among other things, issues licenses to operate radio and
television stations and regulates the rates Corus may charge for its specialty television services
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if such services are distributed as part of the basic service by a cable distributor. Corus’ radio
stations must also meet technical operating requirements under the Radiocommunications Act
and regulations promulgated under the Broadcasting Act. Changes in the regulation of Corus’
business activities, including decisions by the CRTC affecting Corus’ operations (such as the
granting or renewal of licenses, decisions as to the subscriber fees Corus may charge its
customers, or the granting of additional distribution, broadcasting or programming licenses to
competitors in Corus’ markets) or changes in interpretations of existing regulations by courts
or the CRTC could materially adversely affect Corus’ business and results of operations.

In addition, in order to maintain eligibility under the Broadcasting Act and the
Radiocommunications Act, there are limitations on the ownership by non-Canadians of Corus
Class A Voting Shares. Under certain circumstances, Corus’ Board of Directors may refuse
to issue or register the transfer of Corus Class A Voting Shares to any person that is a non-
Canadian or may sell the Corus Class A Voting Shares of a non-Canadian as if they were the
owner of such Corus Class A Voting Shares.

Corus’ radio, conventional television, specialty television and pay television undertakings rely
upon licenses under the Copyright Act (Canada) in order to make use of the music component of
the programming distributed by these undertakings. Under these licenses, Corus is required to
pay royalties established by the Copyright Board pursuant to the requirements of the Copyright
Act to collecting societies that represent the copyright owners in such music components.
These royalties are paid by these undertakings on a monthly basis in the normal course of
their business.

The levels of the royalties payable by Corus are subject to change upon application by the
collecting societies and approval by the Copyright Board. The Government of Canada may, from
time to time, make amendments to the Copyright Act to implement Canada’s international treaty
obligations and for other obligations and purposes. Any such amendments could result in Corus’
broadcasting undertakings being required to pay additional royalties for these licenses.

On July 10, 2010 the Copyright Board announced that it had certified new royalties to be
collected by certain collectives in respect of commercial radio stations. The Company recorded
an expense of approximately $7.9 million in the fourth quarter to reflect the impact of the
new royalties. The Company estimates the future annual impact of these new royalties to be
approximately $3.0 million. These increases relate primarily to certain newly certified tariffs
that did not previously exist.

Corus licenses a significant portion of its programming to Canadian conventional television
stations, specialty and pay television networks, which are required by the CRTC to devote
a certain portion of their programming schedules to Canadian productions. In addition to
these scheduling requirements, the CRTC generally requires Canadian specialty services to
devote a certain amount of their revenues to certified Canadian programming. There can be
no assurance that such policies will not be eliminated or scaled back, thereby reducing the
advantages that they currently provide to Corus as a supplier of such programs. Also, there
can be no assurance that Corus programming will continue to qualify as certified Canadian
programming. If Corus’ programming fails to so qualify, Canadian broadcasters would not be
able to use the programs to meet their Canadian programming obligations and, as a result,
license fees paid to Corus by Canadian broadcasters would not reflect the current premium
paid for certified Canadian programs, and Corus would not qualify for certain Canadian tax
credits and industry incentives. Canadian Heritage, the Canadian ministry that oversees the
tax credits, has conducted a review of the definition of Canadian content as it applies to film
and television production, but no formal changes to the definition have been announced.
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COMPETITION
Corus encounters aggressive competition in all areas of its business. Corus’ failure to compete
in these areas could materially adversely affect Corus’ results of operations.

The television production industry, specialty and pay television channel broadcasting and radio
broadcasting have always involved a substantial degree of risk. There can be no assurance of
the economic success of radio stations, television programs or specialty television channels
because revenue derived depends on audience acceptance of other competing programs
released into, or channels existing in, the marketplace at or near the same time, the availability
of alternative forms of entertainment and leisure time activities, general economic conditions,
public tastes generally, and other intangible factors, all of which could rapidly change and many
of which are beyond Corus’ control. The lack of audience acceptance for Corus’ radio stations,
television programs, specialty and pay television channels would have an adverse impact on
Corus’ businesses, results of operations, prospects and financial condition.

RADIO

The financial success of each of Corus’ radio stations is dependent principally upon its share
of the overall advertising revenue within its geographic market, its promotional and other
expenses incurred to obtain the revenue and the economic strength of its geographic market.
Corus’ radio advertising revenues are, in turn, highly dependent upon audience share. Other
stations may change programming formats to compete directly with Corus’ stations for listeners
and advertisers or launch aggressive promotional campaigns in support of already existing
competitive formats. If a competitor, particularly one with substantial financial resources, were
to attempt to compete in either of these fashions, ratings at Corus’ affected stations could be
negatively impacted, resulting in lower net revenues.

Radio broadcasting is also subject to competition from electronic and print media. Potential
advertisers can substitute advertising through broadcast television, cable television systems
(which can offer concurrent exposure on a number of cable networks to enlarge the potential
audience), daily, weekly and free-distribution newspapers, other print media, direct mail and on-
line computer services for radio advertising. Competing media commonly target the customers
of their competitors, and advertisers regularly shift dollars from radio to these competing media
and vice versa. Accordingly, there can be no assurance that any of Corus’ radio stations will be
able to maintain or increase their current audience share and advertising revenue share.

TELEVISION

The financial success of Corus’ specialty television business depends on obtaining revenue
from advertising as well as from subscription fees. Numerous broadcast and specialty television
networks compete with Corus for advertising revenue, and a failure by Corus to obtain its
necessary share of such revenue could materially adversely affect Corus’ results of operations.
Corus’ services also compete with a number of foreign programming services which have been
authorized for distribution in Canada by the CRTC. Moreover, increasingly Corus’ specialty, pay
and conventional television services are competing with alternative forms of entertainment that
are not regulated by the CRTC such as the Internet and video and DVD rentals. In addition,
competition among specialty television services in Canada is highly dependent upon the offering
of prices, marketing and advertising support, and other incentives to cable operators and other
distributors for carriage so as to favourably position and package the services to subscribers.
As well, the CRTC has licensed a number of specialty services for digital distribution, which
increases competition. Any failure by Corus to compete effectively in the area of specialty
television services could materially adversely affect Corus’ results of operations.
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Corus’ pay television services are exclusive providers of premium movies and series, and offer
classic movies to western Canadian subscribers. These services compete with pay-per-view
movie offerings as well as video-on-demand offerings.

The production and distribution of children’s television, books and other media content is very
competitive. There are numerous suppliers of media content, including vertically integrated major
motion picture studios, television networks, independent television production companies and
children’s book publishers around the world. Many of these competitors are significantly larger than
Corus and have substantially greater resources, including easier access to capital. Corus competes
with other television and motion picture production companies for ideas and storylines created by
third parties as well as for actors, directors and other personnel required for a production.

Further, vertical integration of the television broadcast industry and the creation and expansion
of new networks, which create a substantial portion of their own programming, have decreased
the number of available time slots for programs produced by third-party production companies.
There can be no assurances that Corus will be able to compete successfully in the future or
that Corus will continue to produce or acquire rights to additional successful programming or
enter into agreements for the financing, production, distribution or licensing of programming on
terms favourable to Corus. There continues to be intense competition for the most attractive
time slots offered by those services. There can be no assurances that Corus will be able to
increase or maintain penetration of broadcast schedules.

RISKS ASSOCIATED WITH PRODUCTION OF FILM AND TELEVISION PROGRAMS AND WEBSITES
Each production is an individual artistic work and its commercial success is determined
primarily by audience acceptance, which cannot be accurately predicted. The success of a
program is also dependent on the type and extent of promotion and marketing activities, the
quality and acceptance of other competing programs, general economic conditions and other
factors, all of which can rapidly change and many of which are beyond Corus’ control.

Production of film and television programs requires a significant amount of capital. Factors such
as labour disputes, technology changes or other disruptions affecting aspects of production
may affect Corus or its co-production partners and cause cost overruns and delay or hamper
completion of a production.

Financial risks exist in productions relating to tax credits and co-production treaties. The aggregate
amount of government tax credits a project may receive can constitute a material portion of a
production budget and, typically, can be as much as 30% of total budgeted costs. There is no
assurance that government tax credits and industry funding assistance programs will continue to
be available at current levels or that Corus’ production projects will continue to qualify for them.
As well, the majority of Corus’ productions are co-productions involving international treaties that
allow Corus to access foreign financing and reduce production risk, as well as qualify for Canadian
government tax credits. If an existing treaty between Canada and the government of one of
the current co-production partners were to be abandoned, one or more co-productions currently
underway may also need to be abandoned. Losing the ability to rely on co-productions would have
a significant adverse effect on Corus’ production capabilities and production financing.

Results of operations for the production and distribution business within the Kids business
for any period are dependent on the number, timing and commercial success of television
programs and feature films delivered or made available to various media, none of which can be
predicted with certainty. Consequently, current revenue from production and distribution may
fluctuate materially from period to period, and the results of any one period are not necessarily
indicative of results for future periods. Cash flows may also fluctuate and are not necessarily
closely correlated with revenue recognition.
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Library revenue from production and distribution can vary substantially from year to year, both
by geographic territory and by year of production. The timing of the Company’s ability to sell
library product in certain territories will depend on the market outlook in the particular territory
and the availability of product by territory, which depends on the extent and term of any prior
sale in that territory.

The production of websites related to Corus’ Television and Radio brands generates hundreds
of pages of content each day. This content is in many forms including text, graphics, databases,
photographs, audio files, radio files and interactive content such as online games and third party
posts of content and links. Corus takes rigorous steps to ensure that procedures are in place to
clear rights and to vet third party content. There remains a risk, however, that some potentially
defamatory or infringing content can be posted on a Corus website. Corus carries insurance
coverage against this risk, but there remains a limited risk of liability to third-party claims.

INTELLECTUAL PROPERTY RIGHTS

Corus’ trademarks, copyrights and other proprietary rights are important to the Company’s
competitive position. In particular, the Content group must be able to protect its trademarks,
copyrights and other proprietary rights in order to competitively produce, distribute and license
its television programs and published materials and market its merchandise. Accordingly, Corus
devotes the Company’s resources to the establishment and protection of trademarks, copyrights
and other proprietary rights on a worldwide basis. However, from time to time, various third
parties contest or infringe upon the Company’s intellectual property rights. The Company reviews
these matters to determine what, if any, actions may be required or should be taken, including
legal action or negotiated settlement. There can be no assurance that the Company’s actions
to establish and protect trademarks, copyrights and other proprietary rights will be adequate to
prevent imitation or unauthorized reproduction of the Company’s products by others or prevent
third parties from seeking to block sales, licensing or reproduction of these products as a
violation of their trademarks, copyrights and proprietary rights.

Moreover, there can be no assurance that others will not assert rights in, or ownership of, the
Company’s trademarks, copyrights and other proprietary rights, or that the Company will be able
to successfully resolve these conflicts. In addition, the laws of certain foreign countries may not
protect proprietary rights to the same extent as do the laws of the United States or Canada.

TECHNOLOGICAL DEVELOPMENTS

New or alternative media technologies and business models, such as digital radio services,
satellite radio, direct-to-home satellite, wireless and wired cable television, Internet
programming and video programming, mobile devices and online publications have recently
begun to compete, or may in the future compete, for programming, audiences and advertising
revenues. These technologies and business models may increase audience fragmentation,
reduce the Company’s ratings or have an adverse effect on advertising revenues from local and
national audiences. These or other technologies and business models may have a material
adverse effect on Corus’ business, results of operations or financial condition.

INTEREST RATE AND FOREIGN EXCHANGE RISK
Corus has the following financial exposures to risk in its day-to-day operations:

INTEREST RATES
The Company utilizes long-term financing extensively in its capital structure, which includes
banking facilities, as more fully described in note 9 to the consolidated financial statements.
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Interest rates on the balance of the bank loans fluctuate with Canadian bankers’ acceptances
and LIBOR.

The Company manages its exposure to floating interest rates through maintaining a balance of
fixed rate and floating rate debt. As at August 31, 2010, 70% of the Company’s consolidated
long-term debt was fixed with respect to interest rates.

FOREIGN EXCHANGE

A portion of the Company’s revenues and expenses is in currencies other than Canadian
dollars and, therefore, is subject to fluctuations in exchange rates. Approximately 7% of Corus’
total revenues were in foreign currencies, the majority of which was U.S. dollars.

The impact of foreign exchange gains and losses are described in note 21 to the consolidated
financial statements.

CONTINGENCIES

The Company and its subsidiaries are involved in litigation arising in the ordinary course and
conduct of its business. The Company recognizes liabilities for contingencies when a loss is
probable and capable of being estimated. As at August 31, 2010, there were no actions, suits or
proceedings pending or against the Company or its subsidiaries which would, in management’s
estimation, likely be determined in such a manner as to have a material adverse effect on the
business of the Company.

OUTLOOK

Corus’ results for fiscal 2010 were within its stated guidance range for segment profit, and
exceeded its stated guidance range for free cash flow. Segment profit for fiscal 2010 was
negatively impacted by additional regulatory fees and tariffs. In the absence of these increases,
the Company would have exceeded its stated guidance range.

At its annual Investor Day in September 2010, the Company updated investors on the
Company’s fiscal 2011 strategic priorities and provided near-term financial guidance for the
2011 fiscal year. In particular, the Company announced its fiscal 2011 guidance targets of
consolidated segment profit of $285.0 million to $295.0 million, and free cash flow of $100.0
million or higher.

The free cash flow guidance for fiscal 2011 is significantly higher than the actual results for
fiscal 2010, which reflects reduced capital expenditures related to Corus Quay.

To view the Investor Day presentation, please visit the Company’s website at www.corusent.com.

FINANCIAL POSITION

Total assets at August 31, 2010 were $2.06 billion, compared to $1.87 billion at August 31,
20009. The following discussion describes the significant changes in the consolidated balance
sheet since August 31, 2009.

Current assets increased by $41.7 million. Cash and cash equivalents decreased by $3.0
million. Refer to the discussion of cash flows in the next section. Accounts receivable increased
by $28.4 million from year-end and $4.2 million from the previous quarter. The accounts
receivable balance typically grows significantly in the first and third quarters and decreases in
the second quarter as a result of the broadcast revenue cycle. The Company carefully monitors
the aging of its accounts receivable. Income taxes recoverable decreased due to the timing of
income tax installment payments.
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Tax credits receivable increased as a result of accruals related to film production. Investments
and other assets did not change significantly from the prior year. Capital assets increased by
$85.1 million, as spending on Corus Quay ramped up significantly in the second half of the
fiscal year. Broadcast licenses and goodwill balances increased as a result of the acquisition
of two specialty television services in the first quarter. Program and film rights (current and
non-current) increased by $9.6 million, as additions of acquired rights of $170.1 million were
offset by amortization during the period. In particular, investments in programming were made
relating to the launch of Nickelodeon (Canada), W Movies and the Sundance Channel in the
first and second quarters. Film investments increased by $8.3 million, as net film spending of
$66.9 million was offset by film amortization and accruals for tax credits. The Nelvana Studio
has more episodes in production than at the same period last year.

Accounts payable and accrued liabilities increased by $32.4 million as a result of higher
accruals for regulatory fees and tariffs, restructuring charges, short-term incentive accruals
and the timing of general accounts payable.

Long-term debt increased by $40.1 million. The Company utilized its debt to finance the
acquisition of two specialty television services in the first quarter. Other long-term liabilities
increased by $18.1 million due to increased accruals for program rights, trademark intangibles
and capital leases. In addition, units granted under the Company’s long-term incentive plan were
modified from equity-based to cash-based awards in the third quarter, and balances accrued
were transferred from contributed surplus to other long-term liabilities. These increases were
offset by the extinguishment of the liability associated with the Company’s interest rate swap
agreements. Net future tax liability (including current future tax asset) decreased by $9.0 million
primarily due to a change in long-term Ontario provincial tax rates.

The exercise of employee stock options added $12.0 million to share capital and the issuance
of shares from treasury under the Company’s new dividend reinvestment plan added $3.7
million to share capital. Contributed surplus decreased by $5.5 million. Units that had vested
under the Company’s long-term incentive plan were paid in cash in the first quarter. The
remaining outstanding units were confirmed to be cash-based awards in the third quarter, and
the balances were transferred to other long-term liabilities.

LIQUIDITY AND CAPITAL RESOURCES

CASH FLOWS

Overall, the Company’s cash and cash equivalents position decreased by $3.0 million in fiscal
2010, compared to a decrease of $8.7 million in the prior year. Free cash flow for fiscal 2010
was $22.9 million, compared to free cash flow of $93.4 million in the prior year. After adding
back the impact of business combinations, adjusted free cash flow in fiscal 2010 is $62.9
million. This decrease in free cash flow reflects higher capital expenditures related to Corus Quay.
Refer to the Key Performance Indicators for a reconciliation of free cash flow to consolidated
statements of cash flows.

Cash provided by operating activities in fiscal 2010 was $144.1 million, compared to $113.2
million last year. This increase is related primarily to an increase of $12.9 million in segment profit,
and significantly higher add-backs for amortization of program rights and film investments.

Cash used in investing activities in fiscal 2010 was $121.1 million, compared to cash used of
$19.9 million last year. Capital expenditures are higher in the current year, as the Company incurred
costs related to Corus Quay in fiscal 2010. Included in the current year is $77.4 million in Corporate
capital expenditures related to Corus Quay. In addition, in the first quarter of fiscal 2010, the
Company completed the acquisition of two specialty television services for cash of $40.0 million.
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Cash used in financing activities in fiscal 2010 was $25.9 million, compared to cash used
of $102.1 million in the prior year. In the current year, the Company issued $500.0 million in
senior unsecured guaranteed notes, and used the proceeds to repay a portion of the bank debt
balance. These transactions resulted in the payment of financing and swap termination fees.

LIQUIDITY

As at August 31, 2010, the Company has available $290.0 million under a revolving term credit
facility that matures on February 10, 2014. Interest rates on the Company’s facilities fluctuate
with Canadian bankers’ acceptances and LIBOR.

These borrowings combined with cash generated from operations have been the primary
funding sources for operations over the last several years. The nature of the Company’s
business is such that significant expenditures are required to acquire program rights and to
produce and acquire film assets for Television’s broadcasting and distribution businesses. In
addition, in fiscal 2010 the Company incurred significant capital expenditures related to the
construction of Corus Quay. For the past three years, these expenditures have been financed
from cash generated from operations. The Company continues to maintain a positive working
capital position.

As at August 31, 2010, the Company had a cash and cash equivalents balance of $8.0 million
and a positive working capital balance. Management believes that cash flow from operations
and existing credit facilities will provide the Company with sufficient financial resources to fund
its operations for the next 12 months.

In planning for fiscal 2010, the Company made one of its priorities to assess its overall long-
term debt structure in order to improve its financial flexibility. The Company achieved this
objective with the issuance of $500.0 million in senior unsecured guaranteed notes due 2017
paying interest at 7.25%.

NET DEBT TO SEGMENT PROFIT

As at August 31, 2010, net debt was $683.9 million, up from $640.8 million at August 31, 2009.
Net debt to segment profit at August 31, 2010 was 2.6 times, unchanged from August 31, 2009.
This ratio remains below management’s stated long-term optimal range of 3.0 to 3.5 times.

OFF-BALANCE SHEET ARRANGEMENTS AND DERIVATIVE FINANCIAL INSTRUMENTS

The Company has guarantees and general indemnification commitments to counterparties.
Historically, the Company has not made any significant payments with respect to these guarantees
and indemnification provisions, and management believes that the risk of loss is low.

The Company has used derivative financial instruments to manage risks from fluctuations in
interest rates. These instruments include interest rate swap agreements. All such instruments
are only used for risk management purposes. The net receipts or payments arising from
financial instruments relating to the management of interest rate risks are recognized in
interest expense over the term of the instrument. The carrying values of derivative financial
instruments are adjusted to reflect their current market value.

During fiscal 2010, the Company terminated its interest rate swap agreements and as at
August 31, 2010 has no outstanding derivative financial instruments.
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CONTRACTUAL COMMITMENTS
Corus has the following contractual obligations:

(thousands of Canadian dollars) Total  Lessthanoneyear Onetothreeyears  Four to five years After five years
Long-term debt 691,891 - 191,891 - 500,000
Interest on notes 233,832 36,250 72,500 72,500 52,682
Operating leases 428,922 24,145 46,790 46,413 311,674
Program rights purchase

commitments 360,514 116,697 109,627 44,026 90,264
Capital leases 25,260 8,450 156,182 1,628 -
Other obligations 13,964 1,730 3,678 3,735 4,921

In addition to the financial liabilities in the table above, the Company will also pay interest on
any bank debt outstanding in future periods. In fiscal 2010, the Company incurred interest on
bank debt of $16.5 million (2009 — $29.4 million; 2008 — $33.0 million).

PENDING TRANSACTION

In April 2010, the Company entered into an agreement, conditional upon CRTC and
Commissioner of Competition approval of the transaction in its current form, to sell certain
Quebec radio stations for $80 million to Cogeco Inc. Should the regulatory approvals not be
obtained, Cogeco may elect not to close the transaction.

The Company has transacted business in the normal course with entities that are subject to
common voting control and with entities over which the Company exercises significant influence.
These transactions are measured at the exchange amount, which is the amount of consideration
established and agreed to by the related parties, and have normal trade terms.

During the year, the Company received cable service subscriber, programming and advertising
fees of $124.9 million (2009 - $114.9 million), production and distribution revenue of $1.2
million (2009 — $0.5 million) and administrative and other fees of $5.4 million (2009 -
$7.2 million) from related parties. In addition, the Company paid cable and satellite system
distribution access fees of $4.6 million (2009 — $6.0 million) and administrative and other
fees of $3.5 million (2009 — $2.8 million) to related parties. As at August 31, 2010, the
Company had $29.5 million (2009 — $23.0 million) receivable from related parties.

The Company provided related parties with interactive impressions, radio and television spots
in return for television advertising. No monetary consideration was exchanged for these
transactions and no amounts were recorded in the accounts.

Certain officers of the Company are currently indebted to the Company in connection with the
purchase of Class B Non-Voting Shares and relocation housing loans. The loans granted by the
Company do not bear interest. The aggregate amount of such indebtedness as of August 31,
2010 was $0.5 million.

OUTSTANDING SHARE DATA

As at October 31, 2010, 3,440,128 Class A Voting Shares and 77,780,932 Class B Non-
Voting Shares were issued and outstanding. Class A Voting Shares are convertible at any time
into an equivalent number of Class B Non-Voting Shares. The Class B Non-Voting Shares are
convertible into an equivalent number of Class A Voting Shares in limited circumstances.
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IMPACT OF NEW ACCOUNTING POLICIES

GOODWILL AND INTANGIBLE ASSETS

Effective September 1, 2009, the Company adopted CICA Handbook Section 3064, “Goodwill
and Intangible Assets”, which replaced Section 3062, “Goodwill and Other Intangible Assets”.
Section 3064 gives guidance on the recognition of intangible assets as well as the recognition
and measurement of internally developed intangible assets. In addition, Section 3450,
“Research and Development Costs” was withdrawn from the CICA Handbook. Adopting this
accounting change did not have a significant impact on the Company’s financial statements.

RECENT ACCOUNTING PRONOUNCEMENTS

INTERNATIONAL FINANCIAL REPORTING STANDARDS

In February 2008, the Canadian Accounting Standards Board (“AcSB”) confirmed that the use
of International Financial Reporting Standards (“IFRS”) will be required in Canada for publicly
accountable, profit-oriented enterprises for fiscal years beginning on or after January 1, 2011.
The Company will be required to report using IFRS beginning September 1, 2011. The Company
has implemented an IFRS project, and has committed adequate internal and external resources
towards this project, including assembling a project team with a dedicated project team leader
that includes senior levels of management. Regular progress reporting to senior management
and to the Audit Committee on the status of the IFRS project has been established.

Although the Company has completed preliminary assessments of accounting and reporting
differences, impacts on systems and processes, it has not yet finalized these assessments.
As the Company finalizes its determination of the significant impacts on its financial reporting,
it intends to disclose such impacts in future Management’s Discussion and Analysis.

In the period leading up to the changeover, the AcSB will continue to issue accounting
standards that are converged with IFRS, thus mitigating the impact of the adoption of IFRS at
the changeover date. The International Accounting Standards Board (“IASB”) will also continue
to issue new accounting standards during the conversion period and, as a result, the final
impact of IFRS on the Company’s consolidated financial statements will only be measured once
all IFRS applicable at the conversion date are known.

The Company’s adoption of IFRS will require the application of IFRS 1, First-Time Adoption of
International Financial Reporting Standards (“IFRS 1”), which provides guidance for an entity’s
initial adoption of IFRS. IFRS 1 generally requires that an entity apply all IFRS effective at the
end of its first IFRS reporting period retrospectively. However, IFRS 1 does include certain
mandatory exceptions and limited optional exemptions in specified areas of certain standards
from this general requirement. Management is assessing the exemptions available under
IFRS 1 and their impact on the Company’s future financial position. On adoption of IFRS, the
exemptions being considered by the Company that could result in material impacts are as
follows:
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Exemption Application of exemption

The Company expects to elect not to restate any
Business combinations business combinations that occurred prior to
September 1, 2010.

The Company expects to elect to reset cumulative
translation differences for foreign operations to zero
at September 1, 2010.

Cumulative translation
differences

Management is in the process of quantifying the expected material differences between IFRS
and the current accounting treatment under Canadian GAAR Set out below are the key areas
where changes in accounting policies are expected that may impact the Company’s consolidated
financial statements. The list and comments should not be regarded as a complete list of
changes that will result from the transition to IFRS. It is intended to highlight those areas
management believes to be most significant. However, the IASB has significant ongoing
projects that could affect the ultimate differences between Canadian GAAP and IFRS, and their
impact on the Company’s consolidated financial statements. Consequently, management’s
analysis of changes and policy decisions have been made based on its expectations regarding
the accounting standards that we anticipate will be effective at the time of transition. The
future impacts of IFRS will also depend on the particular circumstances prevailing in those
years. At this stage, management is not able to reliably quantify the impacts expected on
the Company’s consolidated financial statements for these differences. Refer to the section
entitled “Cautionary Statement Regarding Forward-looking Statements”.

Differences with respect to recognition, measurement, presentation and disclosure of financial
information are expected to be in the following key accounting areas:
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Key accounting area

Differences from Canadian GAAP, with
potential impact for the Company

Presentation of Financial
Statements (IAS 1)

Additional disclosures in the notes to financial
statements.

Property, Plant and
Equipment (IAS 16)

Componentization of significant real estate for
separate amortization over a shorter, useful life.
Remaining carrying value of underlying buildings
subject to componentization amortized over a longer,
useful life.

Impairment of Assets
(IAS 36)

Grouping of assets in cash generating units (CGU’s)
on the basis of independent cash inflows for
impairment testing purposes, using a discounted
cash flow method (DCF) in a single-step approach.
Goodwill allocated to and tested in conjunction with
its related CGU, or group of CGU'’s, that benefit from
collective synergies. Under certain circumstances,
previous impairment taken (other than goodwill)
required to be reversed.

Interests in Joint Ventures
(IAS 31)

Joint venture interests accounted for using the equity
method.

Income Taxes (IAS 12)

Recognition and measurement criteria for deferred
tax assets and liabilities may differ.

Intangible Assets (IAS 38)

Reinstatement of amortization of indefinite-lived
intangibles

Business Combinations and
Minority Interests (IFRS 3R)

Acquisition-related and restructuring costs expensed
as incurred and contingent consideration recorded

at its fair value on acquisition date; subsequent
changes in fair value of a contingent consideration
classified as a liability recognized in earnings. Changes
in ownership interests in a subsidiary that do not

result in a loss of control are accounted for as equity
transactions. Non-controlling interests presented as a
separate component of shareholders’ equity.

This is not an exhaustive list of all of the changes that could occur during the transition to IFRS.
At this time, the comprehensive impact of the changeover on the Company’s future financial
position and results of operations is not yet determinable. Management expects to complete
this assessment in time for parallel recording of financial information in accordance with IFRS

in fiscal 2011.

The Company continues to monitor and assess the impact of evolving differences between
Canadian GAAP and IFRS, since the IASB is expected to continue to issue new accounting
standards during the transition period. As a result, the final impact of IFRS on the Company’s
consolidated financial statements can only be measured once all the applicable IFRS at the

conversion date are known.

The Company’s IFRS conversion project is progressing according to schedule.
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OTHER

In January 2009, the CICA issued Handbook Section 1582, “Business Combinations,” Section
1601, “Consolidated Financial Statements,” and Section 1602, “Non-controlling Interests.” These
new standards will be effective for fiscal years beginning on or after January 1, 2011, but may be
early adopted. The Company is currently evaluating the effects of adopting these changes.

CRITICAL ACCOUNTING ESTIMATES

The Company’s significant accounting policies are described in note 2 to the consolidated
financial statements. The preparation of consolidated financial statements in conformity with
Canadian GAAP requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at
the date of the consolidated financial statements, and the reported amounts of revenues and
expenses during the reporting periods. The most significant assumptions made by management
in the preparation of the Company’s consolidated financial statements include future revenue
projections for investments in film and television programs; provisions for doubtful accounts to
reflect credit exposures; valuation allowances and impairment assessments for various assets
including investments in film and television programs; property, plant and equipment; long-term
investments; current and future income taxes; broadcast licenses and goodwill. Actual results
could differ from those estimates. The policies described below are considered to be critical
accounting estimates, as they require significant estimation or judgment.

FILM INVESTMENTS

The individualfilm-forecast-computation method is used to determine amortization. Under
this method, capitalized costs for an individual film or television program are amortized in the
proportion that current period actual revenues bear to management’s estimates of the total
revenue expected to be received from such film or television program over a period not to exceed
10 years from the date of delivery. As a result, if revenue estimates change with respect to a
film or television program, the Company may be required to write down all or a portion of the
unamortized costs of such film or television program, therefore impacting direct cost of sales,
general and administrative expenses, and profitability.

BROADCAST LICENSES AND GOODWILL

The cost of acquiring media broadcasting, production/distribution and publishing businesses
is allocated to the fair value of related net identifiable tangible and intangible assets acquired.
Net identifiable intangible assets acquired consist primarily of broadcast licenses. The excess of
the cost of acquiring these businesses over the fair value of related net identifiable tangible and
intangible assets acquired is allocated to goodwill.

Broadcast licenses are considered to have an indefinite life based on management’s intent
and ability to renew the licenses without substantial cost and without material modification of
the existing terms and conditions of the license. No assurance can be given that the Company
will be able to renew its licenses or that substantial cost or material modification of the existing
terms and conditions will not be incurred.

Broadcast licenses and goodwill are tested for impairment annually or more frequently if events
or changes in circumstances indicate that they are impaired. The Company has selected
August 31 as the date it performs its annual impairment test. The fair value of the Company’s
intangible assets is exposed to future adverse changes if the Company experiences declines
in operating results, significant negative industry or economic trends, or if future performance
is below historical trends.
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As a result of a number of factors, the Company recorded an impairment charge of $175.0
million related to these intangibles in fiscal 2009. No assurance can be given that the Company
will not have to record further impairment charges in the future.

INCOME TAXES

The liability method of tax allocation is used in accounting for income taxes. Under this method,
future tax assets and liabilities are determined based on differences between the financial
reporting and tax bases of assets and liabilities, and measured using the substantively enacted
tax rates and laws, which are expected to be in effect when the differences are expected to
reverse. Certain assumptions are required in order to determine the provision for income
taxes, including filing positions on certain items and the realization of future tax assets.

The Company is audited regularly by federal and provincial authorities in the areas of income
taxes and the remittance of sales taxes. These audits consider the timing and amount of
deductions and compliance with federal and provincial laws. To the extent that the Company’s
filing positions are challenged, the Company’s effective tax rate in a given financial statement
period could be materially affected.

The recognition of future tax assets depends on management’s assumption that future earnings
will be sufficient to realize the future benefit. No assurance can be given that future earnings
will be sufficient to realize the future benefit.

As required by National Instrument 52-109 issued by the Ontario Securities Commission,
Corus’ Chief Executive Officer and Chief Financial Officer have made certain certifications
related to the information in Corus’ annual filings (as defined in National Instrument 52-109)
with the provincial securities legislation.

As Corus is a foreign private issuer, as defined by the SEC, similar certifications by Corus’ Chief
Executive Officer and Chief Financial Officer are required by Section 302(a) of the Sarbanes-
Oxley Act of 2002 related to information in Corus’ annual report on Form 40-F.

EVALUATION OF DISCLOSURE CONTROLS AND PROCEDURES

As part of the Form 52-109 certification, the Chief Executive Officer and Chief Financial Officer
must certify that they are responsible for establishing and maintaining disclosure controls and
procedures, and have designed such disclosure controls and procedures (or caused it to be
designed under their supervision) to provide reasonable assurance that material information
with respect to Corus, including its consolidated subsidiaries, is made known to them, and,
that they have evaluated the effectiveness of Corus’ disclosure controls and procedures as
of the end of the period covered by these annual filings. Disclosure controls and procedures
ensure that information required to be disclosed by Corus in the reports that it files or submits
to the provincial securities legislation is recorded, processed, summarized and reported within
the time periods required. Corus has adopted or formalized such controls and procedures
as it believes are necessary and consistent with its business, and internal management and
supervisory practices.

The Company’s Chief Executive Officer and Chief Financial Officer, after evaluating the
effectiveness of the Company’s disclosure controls and procedures (as defined in National
Instrument 52-109 and in Rules 13a-15(e) and 15d-15(e) under the Securities Exchange Act
of 1934, as amended [the “Exchange Act”]), have concluded that, as at August 31, 2010, the
Company’s disclosure controls and procedures were effective.
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MANAGEMENT’'S ANNUAL REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
As part of the Form 52-109 certification, the Chief Executive Officer and Chief Financial Officer
must also certify that they are responsible for establishing and maintaining internal control over
financial reporting and have designed such internal control over financial reporting (or caused it to
be designed under their supervision).

The Company’s Chief Executive Officer and Chief Financial Officer have concluded that, as at
August 31, 2010, the Company has designed such internal control over financial reporting to
provide reasonable assurance regarding the reliability of financial reporting and the preparation
of financial statements for external purposes in accordance with Canadian GAAR

Under the supervision and with the participation of the Chief Executive Officer and Chief Financial
Officer, Corus’ management conducted an evaluation of the effectiveness of the Company’s internal
control over financial reporting, as at August 31, 2010, based on the framework set forth in Internal
Control - Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway
Commission (“COSQ”). Based on its evaluation under this framework, management concluded that
the Company’s internal control over financial reporting was effective as of that date.

ATTESTATION REPORT OF THE REGISTERED PUBLIC ACCOUNTING FIRM

Ernst & Young LLR an independent registered public accounting firm, who has audited and
reported on the Company’s consolidated financial statements for the year ended August 31,
2010, as included in this Annual Report, has also issued a report, under Auditing Standard
No. 5 of the Public Company Accounting Oversight Board (United States), on the operating
effectiveness of internal control over financial reporting as at August 31, 2010.

CHANGES IN INTERNAL CONTROLS OVER FINANCIAL REPORTING

There were no changes in the Company’s internal control over financial reporting that occurred
during fiscal 2010 that have materially affected, or are reasonably likely to materially affect, the
Company’s internal control over financial reporting.

The design of any system of controls and procedures is based in part upon certain assumptions
about the likelihood of certain events. There can be no assurance that any design will succeed in
achieving its stated goals under all potential future conditions, regardless of how remote.

ADDITIONAL INFORMATION

Additional information relating to the Company, including the Annual Information Form, can be
found on SEDAR at www.sedar.com.
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The accompanying consolidated financial statements of Corus Entertainment Inc., and all
the information in this Annual Report are the responsibility of management and have been
approved by the Board of Directors (the “Board”).

The consolidated financial statements have been prepared by management in accordance with
Canadian generally accepted accounting principles and include a reconciliation to U.S. generally
accepted accounting principles. When alternative accounting methods exist, management has
chosen those it deems most appropriate in the circumstances. Financial statements are not
precise since they include certain amounts based on estimates and judgments. Management
has determined such amounts on a reasonable basis in order to ensure that the consolidated
financial statements are presented fairly in all material respects. Management has prepared
the financial information presented elsewhere in this Annual Report and has ensured that it is
consistent with the consolidated financial statements.

Corus Entertainment Inc. maintains systems of internal accounting and administrative controls
of high quality, consistent with reasonable cost. Such systems are designed to provide
reasonable assurance that the financial information is relevant, reliable and accurate and that
the Company’s assets are appropriately accounted for and adequately safeguarded. During
the past year, management has maintained the operating effectiveness of internal control
over external financial reporting. As at year end, we have determined that internal control over
financial reporting is effective and Corus Entertainment Inc. has achieved compliance with
the requirements set by the U.S. Securities and Exchange Commission (“SEC”) under Section
404 of the U.S. Sarbanes-Oxley Act (“SOX”). In compliance with Section 302 of SOX, Corus
Entertainment Inc.s Chief Executive Officer and Chief Financial Officer provided to the SEC
a certification related to Corus Entertainment Inc.'s annual disclosure document in the U.S.
(Form 40-F). The same certification was provided to the Canadian Securities Administrators.

CORUS ENTERTAINMENT | 2010 ANNUAL REPORT



41
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The Board is responsible for ensuring that management fulfills its responsibilities for financial
reporting, and is ultimately responsible for reviewing and approving the consolidated financial
statements. The Board carries out this responsibility through its Audit Committee (the
“Committee”).

The Committee is appointed by the Board, and the majority of its members are outside
unrelated directors. The Committee meets periodically with management, as well as with the
external auditors, to discuss internal controls over the financial reporting process, auditing
matters and financial reporting items, to satisfy itself that each party is properly discharging
its responsibilities, and to review the Annual Report, the consolidated financial statements and
the external auditors’ report. The Committee reports its findings to the Board for consideration
when approving the consolidated financial statements for issuance to the shareholders. The
Committee also considers, for review by the Board and approval by the shareholders, the
engagement or re-appointment of the external auditors.

The consolidated financial statements have been audited by Ernst & Young LLR the external
auditors, in accordance with Canadian generally accepted auditing standards and the
standards of the Public Company Accounting Oversight Board (United States), on behalf of the
shareholders. Ernst & Young LLP has full and free access to the Committee.

Q:C:«“/*7 -

John M. Cassaday Thomas C. Peddie rca
President and Executive Vice President
Chief Executive Officer and Chief Financial Officer
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REPORT OF INDEPENDENT AUDITORS

TO THE SHAREHOLDERS OF CORUS ENTERTAINMENT INC.

We have audited the consolidated balance sheets of Corus Entertainment Inc. (the “Company”)
as at August 31, 2010 and 2009 and the consolidated statements of income (loss) and
comprehensive income (loss), changes in shareholders’ equity, and cash flows for each of
the years in the three-year period ended August 31, 2010. These financial statements are the
responsibility of the Company’s management. Our responsibility is to express an opinion on
these financial statements based on our audits.

We conducted our audits in accordance with Canadian generally accepted auditing standards
and the standards of the Public Company Accounting Oversight Board (United States). Those
standards require that we plan and perform an audit to obtain reasonable assurance whether
the financial statements are free of material misstatement. An audit includes examining, on
a test basis, evidence supporting the amounts and disclosures in the financial statements.
An audit also includes assessing the accounting principles used and significant estimates
made by management, as well as evaluating the overall financial statement presentation.
We believe that our audits provide a reasonable basis for our opinion.

In our opinion, these consolidated financial statements present fairly, in all material respects,
the financial position of the Company as at August 31, 2010 and 2009 and the results of its
operations and its cash flows for each of the years in the three-year period ended August 31,
2010 in conformity with Canadian generally accepted accounting principles.

We also have audited, in accordance with the standards of the Public Company Accounting
Oversight Board (United States), the Company’s internal control over financial reporting as of
August 31, 2010, based on criteria established in Internal Control - Integrated Framework issued
by the Committee of Sponsoring Organizations of the Treadway Commission and our report dated
November 5, 2010 expressed an unqualified opinion thereon.

Lrnat *%u‘g LLf

Toronto, Canada Ernst & Young LLP
November 5, 2010 Chartered Accountants
Licensed Public Accountants
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INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROLS
UNDER THE STANDARDS OF THE PUBLIC COMPANY
ACCOUNTING OVERSIGHT BOARD (UNITED STATES)

TO THE SHAREHOLDERS OF CORUS ENTERTAINMENT INC.

We have audited Corus Entertainment Inc.’s (the “Company”) internal control over financial reporting
as of August 31, 2010, based on criteria established in Internal Control - Integrated Framework issued
by the Committee of Sponsoring Organizations of the Treadway Commission (the “COSO criteria”). The
Company’s management is responsible for maintaining effective internal control over financial reporting,
and for its assessment of the effectiveness of internal control over financial reporting included in the
accompanying Management’s Responsibility for Financial Reporting. Our responsibility is to express an
opinion on the Company’s internal control over financial reporting based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight
Board (United States). Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether effective internal control over financial reporting was maintained in all material
respects. Our audit included obtaining an understanding of internal control over financial reporting,
assessing the risk that a material weakness exists, testing and evaluating the design and operating
effectiveness of internal control, and performing such other procedures as we considered necessary in
the circumstances. We believe that our audit provides a reasonable basis for our opinion.

A company’s internal control over financial reporting is a process designed to provide reasonable
assurance regarding the reliability of financial reporting and the preparation of financial statements
for external purposes in accordance with generally accepted accounting principles. A company’s
internal control over financial reporting includes those policies and procedures that (1) pertain to
the maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions
and dispositions of the assets of the company; (2) provide reasonable assurance that transactions
are recorded as necessary to permit preparation of financial statements in accordance with generally
accepted accounting principles, and that receipts and expenditures of the company are being made
only in accordance with authorizations of management and directors of the company; and (3) provide
reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use, or
disposition of the company’s assets that could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect
misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to
the risk that controls may become inadequate because of changes in conditions, or that the degree of
compliance with the policies or procedures may deteriorate.

In our opinion, Corus Entertainment Inc. maintained, in all material respects, effective internal control
over financial reporting as of August 31, 2010, based on the COSO criteria.

We also have audited, in accordance with Canadian generally accepted auditing standards and the
standards of the Public Company Accounting Oversight Board (United States), the consolidated balance
sheets as at August 31, 2010 and 2009, and the related consolidated statements of income (loss) and
comprehensive income (loss), changes in shareholders’ equity, and cash flows for each of the years in
the three-year period ended August 31, 2010 of Corus Entertainment Inc. and our report dated November
5, 2010 expressed an unqualified opinion thereon.

Lrnat *you.g LLf

Toronto, Canada Ernst & Young LLP
November 5, 2010 Chartered Accountants
Licensed Public Accountants
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CONSOLIDATED BALANCE SHEETS

As at August 31
(in thousands of Canadian dollars) 2010 2009

Assets (note9)

Current
Cash and cash equivalents 7,969 10,922
Accounts receivable (notes 3 and 25) 175,134 146,784
Income taxes recoverable 1,781 7,267
Prepaid expenses and other 18,008 14,377
Program and film rights 159,726 146,195
Future tax asset (note 14) 6,423 1,788
Total current assets 369,041 327,333
Tax credits receivable 39,597 26,698
Investments and other assets (note 4) 22,699 23,693
Property, plant and equipment (rote 5) 161,585 76,450
Program and film rights 88,684 92,579
Film investments (note 6) 100,454 92,180
Broadcast licenses (note 7) 582,166 561,741
Goodwill (note 7) 695,029 674,029
2,059,255 1,874,703
Liabilities and shareholders’ equity
Current
Accounts payable and accrued liabilities (note 8) 203,422 171,065
Long-term debt (note 9) 691,891 651,767
Other long-term liabilities (note 10) 91,423 73,360
Future tax liability (note 14) 98,516 102,842
Total liabilities 1,085,252 999,024
Non-controlling interest 18,055 21,401
Shareholders’ equity
Share capital (note 11) 856,655 840,602
Contributed surplus 11,780 17,303
Retained earnings 98,669 20,380
Accumulated other comprehensive 10Ss (note 22) (11,156) (24,007)
Total shareholders’ equity 955,948 854,278
2,059,255 1,874,703

Commitments, contingencies and guarantees (note 9 and 24)

See accompanying notes

e "/"7 Ko fhas S}Q—D

On behalf of the Board: John M. Cassaday Heather A. Shaw
Director Director
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CONSOLIDATED STATEMENTS OF INCOME (LOSS) AND
COMPREHENSIVE INCOME (LOSS)

For the years ended August 31

(in thousands of Canadian dollars, except per share amounts) 2010 2009 2008
Revenues (notes 23 and 25) 836,221 788,718 787,166
Direct cost of sales, general and

administrative expenses (notes 11, 21, 24 and 25) 572,152 537,628 535,026
Depreciation 23,151 20,704 22,064
Interest expense (notes 9 and 12) 47,223 37,426 41,313
Broadcast license and goodwill impairment (note 7) - 175,000 —
Disputed regulatory fees (note 24) (16,194) 5,258 10,936
Debt refinancing 10ss (note 9) 14,256 — —
Restructuring charges (note 8) 12,924 8,632 6,142
Other expense (income), net (notes 13, 21 and 24) 14,972 (204) 1,711
Income before income taxes and non-controlling interest 167,737 4,374 169,974
Income tax expense (note 14) 35,119 56,350 35,5619
Non-controlling interest 5,884 4,659 4,620
Net income (loss) for the year 126,734 (56,635) 129,835
Earnings (loss) per share (note 11)
Basic $1.57 $(0.71) $1.57
Diluted $1.56 $(0.71) $1.54
Net income (loss) for the year 126,734 (56,635) 129,835
Other comprehensive income (loss), net of tax
Unrealized foreign currency translation adjustment (24) 718 (23)
Unrealized change in fair value of available-for-sale

investments 200 (253) (1,114)
Recognition of change in fair value of available-for-sale

assets in net income - 1,692 —
Unrealized change in fair value of cash flow hedges,

net of tax 3,431 (6,014) (13,851)
Recognition of change in fair value of cash flow hedge

in net income 9,244 — —

12,851 (3,857) (14,988)

Comprehensive income (loss) for the year 139,585 (60,492) 114,847

See accompanying notes
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CONSOLIDATED STATEMENTS OF CHANGES
IN SHAREHOLDERS’ EQUITY

For the years ended August 31
(in thousands of Canadian dollars) 2010 2009 2008

Share capital

Balance, beginning of year 840,602 848,257 882,244
Issuance of shares under stock option plan 12,027 597 12,338
Shares repurchased (note 11) - (8,450) (46,555)
Issuance of shares under dividend reinvestment plan 3,731 — —
Repayment of executive stock purchase loans 295 198 230
Balance, end of year 856,655 840,602 848,257

Contributed surplus

Balance, beginning of year 17,303 17,304 10,250
Stock-based compensation 907 5,164 7,904
Settlement and modification of long-term incentive plan (note 11) (4,659) (65,138) —
Exercise of stock options (1,771) (17) (850)
Balance, end of year 11,780 17,303 17,304

Retained earnings

Balance, beginning of year 20,380 131,594 95,668
Cumulative impact of accounting changes (note 11) - — (1,694)
Adjusted opening balance 20,380 131,694 93,974
Net income (loss) for the year 126,734 (56,635) 129,835
Dividends declared (note 11) (48,445) (47,946) (47,326)
Shares repurchased excess — (6,633) (44,889)
Balance, end of year 98,669 20,380 131,694

Accumulated other comprehensive loss

Balance, beginning of year (24,007) (20,150) (12,169)
Cumulative impact of accounting changes (note 2) - - 7,007
Adjusted opening balance (24,007) (20,150) (5,162)
Other comprehensive income (loss), net of tax 12,851 (3,857) (14,988)
Balance, end of year (11,156) (24,007) (20,150)

See accompanying notes
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CONSOLIDATED STATEMENTS OF CASH FLOWS

For the years ended August 31
(in thousands of Canadian dollars) 2010 2009 2008

Operating activities

Net income (loss) for the year 126,734 (66,635) 129,835
Add (deduct) non-cash items:

Depreciation 23,151 20,704 22,054
Broadcast license and goodwill impairment - 175,000 _
Amortization of program rights 166,150 159,532 145,661
Amortization of film investments 38,456 25,545 28,393
Future income taxes (14,167) 13,637 (7,321)
Non-controlling interest 5,884 4,659 4,620
Stock option expense 907 1,314 1,917
Imputed interest 8,635 7,054 6,390
Debt refinancing loss 14,256 — —
Other 1,945 (432) 2203
Net change in non-cash working capital

balances related to operations (note 20) 3,476 (4,649) (4,964)
Payment of program rights (167,310) (189,583) (141,917)
Net additions to film investments (64,051) (42,907) (56,293)
Cash provided by operating activities 144,066 113,239 130,578

Investing activities

Additions to property, plant and equipment (83,049) (22,603) (17,6562)
Business combinations (note 16) (40,000) (76,633) (774)
Cash held in escrow - 74,950 (74,950)
Net cash flows for investments and other assets 2,745 6,966 (4,251)
Decrease in public benefits associated with acquisitions (820) (2,744) (3,993)
Cash used in investing activities (121,124) (19,864) (101,5620)

Financing activities

Increase (decrease) in bank loans (444,938) (40,219) 85,5694
Issuance of notes 500,000 — —
Financing and swap termination fees (30,997) — —
Issuance of shares under stock option plan 10,256 580 11,488
Shares repurchased — (15,083) (91,444)
Dividends paid (44,605) (48,021) (46,284)
Dividend paid to non-controlling interest (10,220) (2,994) (1,742)
Other (5,391) 3,642 (375)
Cash used in financing activities (25,895) (102,095) (42,763)
Net decrease in cash and cash equivalents during the year (2,953) (8,720) (13,705)
Cash and cash equivalents, beginning of year 10,922 19,642 33,347
Cash and cash equivalents, end of year 7,969 10,922 19,642

Supplemental cash flow disclosures (note 20)

See accompanying notes
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

August 31, 2010, 2009 and 2008 (in thousands of Canadian dollars, except share
information)

1. BASIS OF PRESENTATION

Corus Entertainment Inc. (“Corus” or the “Company”) is a diversified Canadian communications
and entertainment company. The Company is incorporated under the Canada Business
Corporations Act and its Class B Non-Voting Shares are listed on the Toronto Stock Exchange
(the “TSX”).

The consolidated financial statements have been prepared by management in accordance with
Canadian generally accepted accounting principles (“GAAP”).

CHANGES IN ACCOUNTING POLICIES

Effective September 1, 2009, the Company adopted the Canadian Institute of Chartered
Accountants (“CICA”) Handbook Section 3064, “Goodwill and Intangible Assets”, which
replaced Section 3062, “Goodwill and Other Intangible Assets”. Section 3064 gives guidance
on the recognition of intangible assets as well as the recognition and measurement of internally
developed intangible assets. In addition, Section 3450, “Research and Development Costs”,
was withdrawn from the CICA Handbook. Adopting this accounting change did not have a
significant impact on the Company’s consolidated financial statements.

BASIS OF CONSOLIDATION

The consolidated financial statements include the accounts of Corus and all of its subsidiaries,
all of which are wholly owned except for Country Music Television Limited (80% interest),
Telelatino Network Inc. (50.5% interest), DUSK (51% interest) and Cosmopolitan TV (54%
interest), as well as its proportionate share of the accounts of its joint ventures. Investments
in entities over which the Company exercises significant influence are accounted for using the
equity method. Intercompany transactions and balances have been eliminated on consolidation.
The results of operations of subsidiaries acquired during the year are included from their
respective dates of acquisition.

USE OF ESTIMATES

The preparation of financial statements in conformity with GAAP requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the consolidated financial statements
and the reported amounts of revenues and expenses during the reporting periods. The most
significant assumptions made by management in the preparation of the Company’s consolidated
financial statements include future revenue projections for investments in film and television
programs; provisions for doubtful accounts to reflect credit exposures; valuation allowances
and impairment assessments for various assets including investments in film and television
programs; property, plant and equipment; long-term investments; current and future income
taxes; broadcast licenses and goodwill. Actual results could differ from those estimates.
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REVENUE RECOGNITION
Advertising revenues are recognized in the period in which the advertising is aired under
broadcast contracts.

Affiliate subscriber fee revenues are recognized monthly based on subscriber levels.

Product and distribution revenues from the distribution and licensing of film rights are recognized
when all of the following conditions are met: (i) persuasive evidence of a sale or licensing
arrangement with a customer exists; (ii) the film is complete and has been delivered or is
available forimmediate and unconditional delivery; (iii) the license period of the arrangement has
begun; (iv) the arrangement fee is fixed or determinable; and (v) collection of the arrangement
fee is reasonably assured. Non-refundable recoupable minimum guarantees received under
licensing arrangements for home videos where film titles are cross-collateralized are deferred
and recognized as revenue over the license term when the underlying home videos are sold as
reported by third parties.

Customer advances on contracts are recorded as unearned revenue until all of the foregoing
revenue recognition conditions have been met.

Non-refundable advances that are not cross-collateralized and royalties from merchandise
licensing, publishing and music contracts are recognized when the license period has
commenced and collection is reasonably assured. Advances that are cross-collateralized are
deferred and recognized as revenue over the license term when the underlying royalties are
reported as earned by third parties.

CASH AND CASH EQUIVALENTS

Cash and cash equivalents include cash and short-term deposits with maturities of less than
three months at the date of purchase. Cash that is held in escrow, or otherwise restricted
from use, is excluded from current assets and is reported separately from cash and cash
equivalents.

PROPERTY, PLANT AND EQUIPMENT
Property, plant and equipment are recorded at cost less accumulated depreciation. Depreciation
is recorded on a straight-line basis over the estimated useful lives of the assets as follows:

Land and assets not available for use Not depreciated
Broadcasting equipment 10 years
Production equipment 5 years
Leasehold improvements Lease term
Buildings 20-40 years
Computer equipment 3 years
Furniture and fixtures 7 years
Other 4-10 years

PROGRAM RIGHTS

Program rights represent contract rights acquired from third parties to broadcast television
programs, feature films and radio programs. The assets and liabilities related to these rights are
recorded when the license period has begun and all of the following conditions have been met: (i)
the cost of the rights is known or reasonably determinable; (ii) the program material is accepted
by the Company in accordance with the license agreement; and (iii) the material is available to the
Company for airing. Long-term liabilities related to these rights are recorded at the net present
values of future cash flows, using an appropriate discount rate. These costs are amortized over
the contracted exhibition period as the programs or feature films are aired. Program and film
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rights are carried at cost less accumulated amortization. If program rights, feature films or radio
programs are not scheduled they are considered impaired and written-off.

Amortization of program rights is included in direct cost of sales, general and administrative
expenses and has been disclosed separately in the consolidated statements of cash flows.

FILM INVESTMENTS

Film investments represent the costs of projects in development, projects in process, the
unamortized costs of proprietary films and television programs that have been produced by the
Company or for which the Company has acquired distribution rights, and investments in third-
party-produced film projects. Such costs include development and production expenditures and
attributed studio and other costs that are expected to benefit future periods.

The individual-film-forecast-computation method is used to determine amortization. The
capitalized costs and the estimated total costs of participations and residuals, net of anticipated
federal and provincial program contributions, production tax credits and co-producers’ shares
of production costs, are charged to amortization expense on a series or program basis in
the same ratio that current period actual revenue (numerator) bears to estimated remaining
unrecognized ultimate revenue as of the beginning of the current fiscal year (denominator).
Ultimate revenue is projected for periods not exceeding 10 years from the date of delivery
or acquisition. For episodic television series, ultimate revenue includes estimates of revenue
over a period not to exceed 10 years from the date of delivery of the first episode or, if still in
production, five years from the date of delivery of the most recent episode, if later. Estimates
of gross revenue can change significantly due to the level of market acceptance of film and
television products. Accordingly, revenue estimates are reviewed periodically and amortization
is adjusted. Such adjustments could have a material effect on the results of operations in
future periods.

The Company reviews the status of projects in development quarterly. If, in the opinion of
management, any such projects will not progress toward production, the accumulated costs
are charged to direct cost of sales. Projects are written off at the earlier of: (i) the date
determined not to be recoverable, or when projects under development are abandoned; and (ii)
three years from the date of the initial investment.

Projects in process represent the accumulated costs of television series or feature films
currently in production.

Completed project and distribution rights are stated at the lower of unamortized cost and
recoverable amount as determined on a series or program basis. Revenue and cost
forecasts for each production are evaluated quarterly in connection with a comprehensive
review of the Company’s film investments, on a title-by-title basis. When an event or change
in circumstances indicates that the fair value of a film is less than its unamortized cost,
the carrying value is compared to the future cash flows and if the carrying value is not
recoverable, the carrying value is written down to fair value. Fair value of the film is determined
using management’s estimates of future revenues under a discounted cash flow approach.
A writedown is recorded equivalent to the amount by which the unamortized costs exceed the
estimated fair value of the film.

Investments in third-party-produced film projects are carried at the lower of cost and fair value.

Amortization of film investments is included in direct cost of sales, general and administrative
expenses and has been disclosed separately in the consolidated statements of cash flows.
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BROADCAST LICENSES AND GOODWILL

The cost incurred in a business combination is allocated to the fair value of related identifiable
tangible and intangible assets acquired. Historically, identifiable intangible assets acquired consist
primarily of broadcast licenses. The excess of the cost of acquiring these businesses over the fair
value of related net identifiable tangible and intangible assets acquired is allocated to goodwill.

Broadcast licenses are considered to have an indefinite life based on management’s intent and
ability to renew the licenses without substantial cost and without material modification of the
existing terms and conditions of the license.

Broadcast licenses and goodwill are tested for impairment annually or more frequently if events
or changes in circumstances indicate that they may be impaired. The Company has selected
August 31 as the date it performs its annual impairment test.

Goodwill impairment is determined using a two-step process. The first step of the process is
to compare the fair value of a reporting unit with its carrying amount, including goodwill. In
performing the first step, the Company determines the fair value of a reporting unit by using
various valuation techniques with the primary methods employed being a discounted cash flow
(“DCF”) analysis and a market-based approach. Determining fair value requires the exercise of
significant judgments, including judgments about appropriate discount rates, perpetual growth
rates, relevant comparable company earnings multiples and the amount and timing of expected
future cash flows. The cash flows employed in the DCF analysis are based on the Company’s
budgets and business plans, and various growth rates have been assumed for years beyond
the long-term business plan period. Discount rate assumptions are based on an assessment
of the risk inherent in the future cash flows of the respective reporting units. In assessing the
reasonableness of its determined fair values, the Company evaluates its results against other
value indicators such as comparable company public trading values, research analyst estimates
and values observed in private market transactions. If the fair value of a reporting unit exceeds
its carrying amount, goodwill of the reporting unit is not impaired and the second step of the
impairment test is not necessary. If the carrying amount of a reporting unit exceeds its fair value,
the second step of the goodwill impairment test is required to be performed to measure the
amount of impairment loss, if any. The second step of the goodwill impairment test compares
the implied fair value of the reporting unit’s goodwill with the carrying amount of that goodwill.
The implied fair value of goodwill is determined in the same manner as the amount of goodwill
recognized in a business combination. In other words, the estimated fair value of the reporting
unit is allocated to all of the assets and liabilities of that unit (including any unrecognized
intangible assets) as if the reporting unit had been acquired in a business combination and the
fair value of the reporting unit was the purchase price paid. If the carrying amount of the reporting
unit’s goodwill exceeds the implied fair value of that goodwill, an impairment loss is recognized
in an amount equal to that excess.

The impairment test for broadcast licenses consists of comparing the carrying amount of broadcast
licenses to their fair values. If the carrying amount exceeds its fair value, an impairment charge
is then recognized on the consolidated statements of income (loss). The Company uses a direct-
method valuation approach known as the Greenfield income valuation method in determining
fair value. Under this method, the Company projects the cash flows that would be generated by
each of its units of accounting as if the unit of accounting were to commence operations in each
of its markets at the beginning of the valuation period. This cash flow stream is discounted to
arrive at a value for the broadcast license. The Company assumes the competitive situation that
exists in each market remains unchanged, with the exception that its unit of accounting was just
beginning operations. Major assumptions involved in this analysis include revenue growth rates,
profit margin, duration and profile of the start-up period, estimated start-up costs and losses
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incurred during the build-up period, the risk-adjusted discount rate and terminal values. For its
radio stations, the Company has determined the unit of accounting to be all of its stations in a
local market. For its television operations, the Company has determined the unit of accounting to
be each individual broadcast license.

GOVERNMENT FINANCING AND ASSISTANCE

The Company has access to several government programs that are designed to assist film
and television production in Canada. Funding from certain programs provides a supplement
to a series’ Canadian license fee and is recorded as revenue when cash has been received.
Government assistance with respect to federal and provincial production tax credits is recorded
as a reduction of film investments when eligible expenditures are made and there is reasonable
assurance of realization. Assistance in connection with equity investments is recorded as a
reduction in film investments.

Government grants approved for specific publishing projects are recorded as revenue when the
related expenses are incurred.

INCOME TAXES

The liability method of tax allocation is used in accounting for income taxes. Under this method,
future tax assets and liabilities are determined based on differences between the financial
reporting and tax bases of assets and liabilities, and measured using the substantively enacted
tax rates and laws that are expected to be in effect when the differences are expected to
reverse.

FOREIGN CURRENCY TRANSLATION

The assets and liabilities of the Company’s self-sustaining operations having a functional
currency that is not in Canadian dollars are translated into Canadian dollars using the
exchange rate in effect at the consolidated balance sheet dates, and revenues and expenses
are translated at the average rate during the year. Exchange gains or losses on translation of
the Company’s net equity investment in these operations are recorded in other comprehensive
income (loss) for the year.

For integrated foreign operations and domestic assets and liabilities denominated in foreign
currencies, monetary items are translated into Canadian dollars at exchange rates in effect
at the consolidated balance sheet dates, and non-monetary items are translated at rates
of exchange in effect when the assets were acquired or obligations incurred. Revenues and
expenses are translated at rates in effect at the time of the transaction. Foreign exchange
gains and losses are included in net income (loss) for the year.

FINANCIAL INSTRUMENTS AND HEDGING RELATIONSHIPS

The Company has classified its cash equivalents and derivative financial instruments that are
not designated as hedges as held-fortrading. They are presented at their fair value and gains
or losses arising on revaluation at the end of each year are included in net income (loss) for
the year. Accounts receivable are classified as loans and receivables, which are measured at
amortized cost. Accounts payable and accrued liabilities and certain components of other long-
term liabilities are classified as other financial liabilities and are also measured at amortized
cost. Investments in equity instruments are considered available-for-sale. Available-for-sale
investments are carried at fair value on the consolidated balance sheets, with changes in fair
value recorded in other comprehensive income (loss), until such time as the investments are
disposed of or an otherthan-temporary impairment has occurred, in which case the impairment
is recorded in net income (loss) for the year. Long-term debt instruments have been classified as
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other financial liabilities and are measured at amortized cost. Financial instruments measured
at amortized cost use the effective interest rate method of amortization.

All derivatives, including embedded derivatives that must be separately accounted for, are
measured at fair value, with changes in fair value recorded in net income (loss) for the year
unless they are effective cash flow hedging instruments. Derivative financial instruments that are
designated as cash flow hedges, such as interest rate swap agreements, are presented at their
fair value, with gains or losses arising from the revaluation at the end of each year included in
other comprehensive income (loss) to the extent of hedge effectiveness.

In adopting these recommendations, the Company made the following adjustments to the
consolidated balance sheet as at September 1, 2007:

Debits (credits)

Investments and other assets (a) 8,482
Program and film rights (b) (4,946)
Deferred charges (c) (4,100)
Long-term debt (c) 4,205
Other long-term liabilities (b) 2,332
Future tax liability (560)
Retained earnings (b) (c) 1,694
Accumulated other comprehensive loss (a) (7,007)

(a) An increase to investments of $8,768 was booked to record unrealized gains on derivative
contracts, and a decrease of $286 was booked to record unrealized losses on available-
for-sale investments. This resulted in a net-oftax transition adjustment of $(7,007) to
accumulated other comprehensive loss.

(b) Decreases to program and film rights and other long-term liabilities were booked to reflect the
balances as if the effective interest rate method had always been used to record program and
film rights assets and liabilities. This resulted in a net-of-tax transition adjustment of $1,699
to retained earnings.

(c) Decreases to deferred charges and long-term debt were booked to reflect the balances as if
the effective interest rate method had always been used to record financing fees associated
with long-term debt. This resulted in a transition adjustment of $(105) to retained earnings.

With the adoption of these standards, the consolidated financial statements now include
consolidated statements of comprehensive income. The comparative consolidated financial
statements were restated solely to include the translation adjustment of self-sustaining foreign
operations as provided by transition guidance.

The adoption of these standards did not have a significant impact on net income for the year
ended August 31, 2008.

STOCK-BASED COMPENSATION AND OTHER STOCK-BASED PAYMENTS

The fair value of each stock option granted is estimated on the date of the grant using the Black-
Scholes option pricing model and expensed over the option’s vesting period. Compensation
expense related to the Performance Share Units and long-term incentive plan is accrued over
the term of the service period based on the expected total compensation to be paid out at the
end of the restriction period. Cash-settled instruments such as the Performance Share Units and
awards under the long-term incentive plan are classified as liabilities and measured at intrinsic
value. Equity-settled instruments such as stock options are classified as equity and fair value is
measured and fixed at the date of grant. Consideration paid by the Company under its Employee
Share Purchase Plan is included in direct cost of sales, general and administrative expenses.
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EARNINGS (LOSS) PER SHARE

Basic earnings (loss) per share are calculated using the weighted average number of common
shares outstanding during the year. The computation of diluted earnings (loss) per share
assumes the basic weighted average number of common shares outstanding during the
year is increased to include the number of additional common shares that would have been
outstanding if the dilutive potential common shares had been issued. The dilutive effect of
stock options is determined using the treasury stock method.

IMPAIRMENT OF LONG-LIVED ASSETS

When events or circumstances indicate potential impairment, long-lived assets, other than
broadcast licenses and goodwill, are written down to their fair value if the net carrying amount
of the asset exceeds the net recoverable amount, calculated as the sum of undiscounted cash
flows related to the asset.

FUTURE ACCOUNTING POLICY CHANGES

In January 2009, the CICA issued Handbook Section 1582, “Business Combinations”, Section
1601, “Consolidated Financial Statements”, and Section 1602, “Non-controlling Interests”.
Section 1582 establishes standards for the measurement of a business combination and the
recognition and measurement of assets acquired and liabilities assumed. Sections 1601 and
1602 establish standards for the preparation of consolidated financial statements and for the
accounting of a non-controlling interest in a subsidiary in consolidated financial statements
subsequent to a business combination. These new standards will be effective for fiscal years
beginning on or after January 1, 2011 but may be early adopted. The Company is currently
evaluating the effects of adopting these changes.

3. ACCOUNTS RECEIVABLE

2010 2009
Trade 166,683 136,311
Other 11,635 13,868
178,218 160,179
Less allowance for doubtful accounts 3,084 3,395
175,134 146,784

4. INVESTMENTS AND OTHER ASSETS
2010 2009
Equity investments 7,914 10,229
Trademark intangible assets 11,744 8,349
Other (note 25) 3,041 51156
22,699 23,693

Trademark intangible assets as at August 31, 2010 are presented net of accumulated amortization of $2,777 (2009 — $843)
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5. PROPERTY, PLANT AND EQUIPMENT

Accumulated

2010 Cost depreciation Net book value
Broadcasting equipment 48,760 12,508 36,252
Production equipment 33,933 28,931 5,002
Leasehold improvements 77,497 7,653 69,844
Buildings 18,321 7,993 10,328
Computer equipment 52,411 35,826 16,585
Furniture and fixtures 18,284 5,893 12,391
Assets under construction 3,429 — 3,429
Land 6,868 - 6,868
Other 1,667 781 886
261,170 99,585 161,585
Accumulated

2009 Cost depreciation Net book value
Broadcasting equipment 24,486 9,958 14,528
Production equipment 43,993 34,610 9,383
Leasehold improvements 26,080 16,200 9,880
Buildings 18,357 6,606 11,751
Computer equipment 50,460 43,637 6,823
Furniture and fixtures 12,953 11,024 1,929
Assets under construction 14,350 — 14,350
Land 6,870 — 6,870
Other 1,761 825 936
199,310 122,860 76,450

Included in property, plant and equipment are assets under capital lease with a cost of $25,137 at August 31, 2010 (2009 - nil)

and an accumulated depreciation of $1,060 (2009 — nil).

6. FILM INVESTMENTS

2010 2009

Projects in development and in process, net of advances 27,712 22,173
Completed projects and distribution rights 47,205 45,695
Investments in third-party-produced film projects 25,537 24,412
100,454 92,180

2010 2009

Balance at beginning of the period 92,180 80,819
Additions 66,943 54,636
Tax credit accrual (15,998) (15,221)
Amortization (38,456) (25,545)
Transfer to program rights (4,215) (2,609)
Balance at the end of the period 100,454 92,180

The Company expects that 34% and 73% of the net book value of completed projects and distribution
rights will be amortized during the year ending August 31, 2011 and three years ending August
31, 2013, respectively. It is estimated that at least 80% will be amortized within four years.

The Company expects that $9,847 of accrued participation liabilities will be paid during the

year ending August 31, 2011.
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Broadcast licenses and goodwill are tested for impairment annually as at August 31 or more
frequently if events or changes in circumstances indicate that they may be impaired. At August
31, 2010, the Company performed its annual impairment test for fiscal 2010 and determined
that there were no impairments for the year then ended.

During the third quarter of fiscal 2009, the Company concluded that an interim goodwill and
broadcast license impairment test was required for the Radio reporting unit. This conclusion was
based on an assessment of a number of factors, the most significant being the unprecedented
double-digit decline in radio advertising revenues experienced in the third quarter and the
completion of the Company’s annual business planning cycle also during the third quarter. Each
of these factors highlighted adverse market factors affecting radio industry trading multiples in
general and the Radio reporting unit’s value in particular.

The broadcast license impairment test indicated impairments in certain markets, and so the
Company recorded a charge of $11,500 in the third quarter of fiscal 2009.

With respect to the goodwill impairment test, the fair value of Radio was determined to be below
its carrying amount. As a result, a goodwill impairment charge of $163,500 was recorded at
May 31, 2009.

The goodwill impairment was finalized in the fourth quarter of 2009, and resulted in no
adjustments to the impairment charge recorded in the third quarter.

The changes in the book value of goodwill, by segment, for the years ended August 31, were
as follows:

2010 Opening Acquisitions Closing
Radio
West 129,289 — 129,289
Ontario 103,630 — 103,630
Quebec and other 23,564 - 23,564
Television
Kids 143,547 — 143,547
Specialty and Pay 273,999 21,000 294,999
674,029 21,000 695,029
2009 Opening Acquisitions Dispositions Impairment Reallocation Closing
Radio 419,983 — — (163,500) (256,483) —
West — — — — 129,289 129,289
Ontario — — — — 103,630 103,630
Quebec and other — — — — 23,564 23,564
Television 377,871 43,574 (3,899) — (417,546) —
Kids — — — — 143,547 143,547
Specialty and Pay — — — — 273,999 273,999
797,854 43,574 (3,899) (163,500) — 674,029

During fiscal 2010, the Company did not dispose of any goodwill. In fiscal 2009, goodwill was
reallocated from the divisions in total to the new operating segments within the divisions (note 15).
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The changes in the book value of broadcast licenses, by division, for the year ended August
31, 2010 were as follows:

2010 Opening Acquisitions Disposals Closing
Radio 189,490 — (2,679) 186,915
Television 372,251 23,000 - 395,251

561,741 23,000 (2,675) 582,166
2009 Opening Acquisitions Disposals Closing
Radio 200,990 — (11,500) 189,490
Television 332,501 40,500 (750) 372,251

533,491 40,500 (12,250) 561,741

Goodwill and broadcast licenses are located primarily within Canada.

8. ACCOUNTS PAYABLE AND ACCRUED LIABILITIES

2010 2009

Trade accounts payable and accrued liabilities 104,163 65,743
Program rights payable 79,646 78,821
Film investment accruals 4,092 2,295
Dividends payable 8,111 8,002
Capital lease accrual 7,410 —
Disputed regulatory fees (note 24) - 16,194
203,422 171,055

As at August 31, 2009, the Company had $8,329 in accrued restructuring expenses in accounts
payable and accrued liabilities and other long-term liabilities. In the fourth quarter of fiscal 2010,
the Company undertook a significant restructuring to streamline processes in the new Corus
Quay facility. This resulted in the Company recording a charge of $12,924 in the fourth quarter,
of which $11,264 relates to severance and employee-related expenses, and $1,660 relates
to other process-related expenses. In fiscal 2010, $7,497 has been paid in respect of these
provisions and as at August 31, 2010, $13,756 remains unpaid. The Company anticipates that
these provisions will be substantially paid in fiscal 2011.

9. LONG-TERM DEBT

2010 2009

Bank loans 208,015 653,664
Senior unsecured guaranteed notes 500,000 —
Unamortized financing fees (16,124) (1,797)
691,891 651,767

In the second quarter of fiscal 2010, the Company closed an offering of $500,000 principal
amount of 7.25% senior unsecured guaranteed notes due February 10, 2017 (the “Notes”).

Concurrent with the closing of the offering of the Notes, the Company entered into an amended
credit facility with a syndicate of banks that matures on February 11, 2014. The amount
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committed is $500,000, which is available on a revolving basis, and is otherwise on terms and
conditions substantially similar to the Company’s prior credit facility.

The transactions noted above resulted in the Company recording a $14,256 debt refinancing
loss in the second quarter of fiscal 2010. The components of this loss include mark-to-market
payments on the interest rate swap agreement termination and the write-off of unamortized
financing fees related to the bank loans that were settled.

Interest rates on the balance of the bank loans fluctuate with Canadian bankers’ acceptances
and LIBOR. As at August 31, 2010, the weighted average interest rate on the outstanding bank
loans and Notes was 6.5% (2009 — 1.6%). Interest on the bank loans, including the impact of the
swap, and Notes averaged 5.5% for fiscal 2010 (2009 — 4.2%).

The banks hold as collateral a first ranking charge on all assets and undertakings of Corus
and certain of Corus’ subsidiaries as designated under the credit agreements. Under the
facility, the Company has undertaken to maintain certain financial covenants. Management has
determined that the Company was in compliance with the covenants provided under the bank
loans as at August 31, 2010.

10. OTHER LONG-TERM LIABILITIES

2010 2009

Public benefits associated with acquisitions 4,023 808
Unearned revenue 8,942 8,166
Program rights payable 31,959 25,435
Long-term employee obligations 9,830 2,386
Deferred leasehold inducements 7,075 5,117
Derivative fair value - 17,851
Merchandising and trademark liabilities 13,745 10,885
Capital lease accrual 15,849 —
Other - 2,722
91,423 73,360

11. SHARE CAPITAL

AUTHORIZED

The Company is authorized to issue, upon approval of holders of no less than two-thirds of the
existing Class A shares, an unlimited number of Class A participating shares (“Class A Voting
Shares”), as well as an unlimited number of Class B non-voting participating shares (“Class B
Non-Voting Shares”), Class A Preferred Shares and Class 1 and Class 2 Preferred Shares.

Class A Voting Shares are convertible at any time into an equivalent number of Class B Non-
Voting Shares. The Class B Non-Voting Shares are convertible into an equivalent number of Class
A Voting Shares in limited circumstances.

The Class A Preferred Shares are redeemable at any time at the demand of Corus and retractable
at any time at the demand of a holder of a Class A Preferred Share for an amount equal to the
consideration received by Corus at the time of issuance of such Class A Preferred Shares.
Holders of Class A Preferred Shares are entitled to receive a non-cumulative dividend at such
rate as Corus’ Board of Directors may determine on the redemption amount of the Class A
Preferred Shares. Each of the Class 1 Preferred Shares, the Class 2 Preferred Shares, the Class
A Voting Shares and the Class B Non-Voting Shares rank junior to and are subject in all respects
to the preferences, rights, conditions, restrictions, limitations and prohibitions attaching to the
Class A Preferred Shares in connection with the payment of dividends.

CORUS ENTERTAINMENT | 2010 ANNUAL REPORT



59

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

The Class 1 and Class 2 Preferred Shares are issuable in one or more series with attributes
designated by the Board of Directors. The Class 1 Preferred Shares rank senior to the Class 2
Preferred Shares.

In the event of liquidation, dissolution or winding-up of Corus or other distribution of assets
of Corus for the purpose of winding up its affairs, the holders of Class A Preferred Shares are
entitled to a payment in priority to all other classes of shares of Corus to the extent of the
redemption amount of the Class A Preferred Shares, but will not be entitled to any surplus in
excess of that amount. The remaining property and assets will be available for distribution to
the holders of the Class A Voting Shares and Class B Non-Voting Shares, which shall be paid or
distributed equally, share for share, between the holders of the Class A Voting Shares and the
Class B Non-Voting Shares, without preference or distinction.

ISSUED AND OUTSTANDING
The changes in the Class A Voting Shares and Class B Non-Voting Shares since August 31,
2008 are summarized as follows:

Class A Voting

Shares Class B Non-Voting Shares Total
$ $ $ $ $
Balance as at August 31, 2008 3,445,858 26,684 77,361,578 821,673 848,257
Conversion of Class A
Voting Shares to Class B
Non-Voting Shares (1,330) (10) 1,330 10 —
Issuance of shares under
stock option plan — — 40,132 597 597
Shares repurchased - - (794,966) (8,450) (8,450)
Repayment of executive
stock purchase loans — — — 198 198
Balance as at August 31, 2009 3,445,858 26,674 76,608,074 813,928 840,602
Conversion of Class A
Voting Shares to Class B
Non-Voting Shares (400) 3) 400 3 —
Issuance of shares under
stock option plan — — 888,410 12,027 12,027
Shares repurchased - - 198,354 3,731 3,731
Repayment of executive
stock purchase loans — — — 295 295
Balance as at August 31, 2010 3,444,128 26,671 77,695,238 829,984 856,655

There are no Class A Preferred Shares, Class 1 Preferred Shares or Class 2 Preferred Shares
outstanding at August 31, 2010.

STOCK OPTION PLAN

Under the Company’s stock option plan (the “plan”), the Company may grant options to purchase
Class B Non-Voting Shares to eligible officers, directors and employees of or consultants to the
Company. The number of Class B Non-Voting Shares which the Company is authorized to issue
under the plan is 10% of the issued and outstanding Class B Non-Voting Shares. All options
granted are for terms not to exceed 10 years from the grant date. The exercise price of each
option equals the market price of the Company’s stock on the date of grant. Options vest 25%
on each of the first, second, third and fourth anniversary dates of the date of grant.

A summary of the changes to the stock options outstanding since August 31, 2008 is presented
as follows:
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Number of  Weighted average

options (#)  exercise price ($)
Balance as at August 31, 2008 3,869,288 13.85
Granted 464,500 17.62
Forfeited or expired (904,406) 15.76
Exercised (40,132) 14.44
Balance as at August 31, 2009 3,389,250 13.85
Granted 393,073 17.51
Forfeited or expired (82,325) 18.85
Exercised (888,410) 11.54
Balance as at August 31, 2010 2,811,588 14.95

As at August 31, 2010, the options outstanding and exercisable consist of the following:

Options outstanding Options exercisable

Weighted average

Number remaining contractual Weighted average Number  Weighted average

Range of exercise price () outstanding ($) life (years) exercise price ($) outstanding ()  exercise price ($)
11.00-11.95 1,406,815 1.0 11.91 1,406,815 11.91
12.48 -17.50 717,100 4.5 16.75 358,200 16.00
17.62 - 22.65 687,673 5.2 19.29 245,050 19.97

2,811,688 2.9 14.95 2,010,065 13.62

The fair value of each option granted since September 1, 2003 was estimated on the date of
the grant using the Black-Scholes option pricing model. The estimated fair value of the options
is amortized to income over the options’ vesting period on a straight-line basis. The Company
has recorded stock-based compensation expense related to stock options for the year ended
August 31, 2010 of $907 (2009 - $1,314; 2008 — $1,917). This charge has been credited
to contributed surplus. Unrecognized stock-based compensation expense at August 31, 2010
related to the plan was $2,101.

The fair value of each option granted in fiscal 2010 and 2009 was estimated on the date of the
grant using the Black-Scholes option pricing model with the following assumptions:

Fiscal 2010 Fiscal 2009
Fair value $3.65 $3.12
Expected life 5.6 years 5.4 years
Risk-free interest rate 2.77% 2.77%
Dividend yield 3.4% 3.4%
Volatility 28.7% 24.7%

On October 27, 2010, the Company granted a further 261,900 options for Class B Non-Voting
Shares to eligible officers and employees of the Company. These options are exercisable at
$22.31 per share.

DIVIDENDS

The holders of Class A Voting Shares and Class B Non-Voting Shares are entitled to receive
such dividends as the Board of Directors determines to declare on a share-for-share basis, as
and when any such dividends are declared or paid. The holders of Class B Non-Voting Shares
are entitled to receive during each dividend period, in priority to the payment of dividends on the
Class A Voting Shares, an additional dividend at a rate of $0.005 per share per annum. This
additional dividend is subject to proportionate adjustment in the event of future consolidations
or subdivisions of shares and in the event of any issue of shares by way of stock dividend. After
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payment or setting aside for payment of the additional non-cumulative dividends on the Class B
Non-Voting Shares, holders of Class A Voting Shares and Class B Non-Voting Shares participate
equally, on a share-for-share basis, on all subsequent dividends declared.

The total amount of dividends declared in fiscal 2010 was $48,445 (2009 — $47,946; 2008
- $47,326).

In September 2009, the Company announced that its Board of Directors had approved a
discount of 2% for Class B Non-Voting Shares issued from treasury pursuant to the terms of its
dividend reinvestment plan. In fiscal 2010, the Company issued 198,354 Class B Non-Voting
Shares, resulting in an increase in share capital of $3,731.

EARNINGS (LOSS) PER SHARE
The following is a reconciliation of the numerator and denominator (in thousands) used for the
computation of the basic and diluted earnings (loss) per share amounts:

2010 2009 2008
Net income (loss) for the year (numerator) 126,734 (66,635) 129,835
Weighted average number of shares outstanding (denominator)
Weighted average number of shares outstanding — basic 80,747 80,067 82,944
Effect of dilutive securities 608 — 1,675
Weighted average number of shares outstanding — diluted 81,355 80,067 84,5619

The calculation of diluted earnings (loss) per share for fiscal 2010 excluded 251,854 weighted
average Class B Non-Voting Shares (2009 — nil; 2008 — 171,581) issuable under the plan
because these options were not ‘in-the-money’. The calculation of diluted loss per share for
fiscal 2009 did not include the effect of any potentially dilutive securities as the assumed
issuance of Class B Non-Voting Shares in that period is anti-dilutive.

EXECUTIVE STOCK PURCHASE LOANS

In October 2001, the Board of Directors of the Company authorized the granting of loans to
certain of its executive officers in order to finance the acquisition of Class B Non-Voting Shares
of the Company on the open market. These loans are non-interest-bearing and are secured by
a promissory note and the relevant Class B Non-Voting Shares. Each loan has a 10-year term
from December 1, 2001, with annual installments at the greater of 10% of the original principal
or 10% of the employee’s pre-tax bonus for the most recently completed financial year of the
Company. As at August 31, 2010, the Company had loans receivable of $223 (2009 - $518)
from certain qualifying executive officers. As at August 31, 2010, the market value of the
shares held as collateral for the loans was $1,016 (2009 - $1,437).

PERFORMANCE SHARE UNITS

The Company has granted Performance Share Units (“PSUs”) to certain employees. Each PSU
entitles the participant to receive a cash payment in an amount equal to the closing price of
Class B Non-Voting Shares traded on the TSX at the end of the restriction period, multiplied by
the number of vested units determined by achievement of specific performance-based criteria.
Compensation expense related to the PSUs is accrued over the term of the restriction period
based on the expected total compensation to be paid out at the end of the restriction period,
factoring in the probability of any performance-based criteria being met during the period. The
stock-based compensation expense recorded in fiscal 2010 in respect of this plan was $1,448
(2009 - recovery of $8; 2008 — expense of $1,264).
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LONG-TERM INCENTIVE PLAN

In fiscal 2006, the Company implemented a long-term incentive plan for senior management
based on shareholder appreciation targets. Originally, each unit granted under this plan entitled
the participant to receive, at the Company’s option, one Class B Non-Voting Share or a cash
payment in an amount equal to the closing price of one Class B Non-Voting Share traded on
the TSX at the end of the restriction period.

In fiscal 2008, 2009 and 2010, 156,400, 263,900 and 570,341 units were granted,
respectively, with vesting periods between three and five years. The stock-based compensation
expense recorded in fiscal 2010 in respect of this plan was $5,415 (2009 - $3,840; 2008 -
$5,987). This charge has been credited to other long-term liabilities.

Units that vested on August 31, 2009 were paid in cash in fiscal 2010. This resulted in a
reduction of $3,474 to contributed surplus in fiscal 2010.

In fiscal 2010, the plan text was modified to remove the option of settling the plan in shares.
As a result, the $1,185 credited to contributed surplus prior to fiscal 2010 was transferred to
other long-term liabilities.

OTHER

The Company allows directors and senior management to receive their directors’ fees or short-
term incentive compensation, respectively, in the form of deferred share units. Each deferred
share unit has the same value as a Class B Non-Voting Share. These deferred share units
are fully vested upon grant, and the value is paid in cash to the holder following termination
of service or employment. At August 31, 2010 there were 168,827 deferred share units
outstanding (2009 — 171,819 deferred share units).

NORMAL COURSE ISSUER BID
The shares purchased for cancellation since August 31, 2007 are as follows:

Fiscal 2009 Fiscal 2008

# $ Average # $ Average

February 14, 2008 — — — 1,670,400 38,479 24.50
February 14, 2009 794,966 15,083 18.97 2,818,000 52,965 18..80
794,966 15,083 18.97 4,388,400 91,444 20.84

During fiscal 2009, the total cash consideration paid exceeded the carrying value of the shares
repurchased by $6,644 (2008 - $44,889; 2007 - $20,193), which was charged to retained
earnings.
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2010 2009 2008
Interest on long-term debt 36,550 29,350 33,049
Imputed interest on long-term liablilities 8,635 7,064 6,390
Other 2,038 1,022 1,874
47,223 37,426 41,313

13. OTHER EXPENSE (INCOME), NET
2010 2009 2008
Interest income (1,268) (1,206) (1,042)
Foreign exchange losses 446 1,739 823
Losses (income) from equity investments (530) 318 1,343
Pre-occupancy Corus Quay rent 8,396 — —
Retroactive tariff adjustment 5,052 — —
Loss (gain) on disposal 2,575 (7,163) —
Investment write-downs - 6,228 —
Other 301 (120) 587
14,972 (204) 1,711

In December 2008, the Copyright board held a consolidated proceeding to hear five copyright
tariff proposals for commercial radio covering the calendar year 2008 and beyond. During the
fourth quarter of Fiscal 2010, the Copyright Board issued its commercial radio tariff decision
for the use of music covering both the performance rights and the reproduction rights, which
calls for the introduction of two new regulated tariffs to be paid to AVLA/SOPROQ and Artistl,
and sets increased royalties to be paid to CSI, all retroactive to January 1, 2008 and January 1,
2009 respectively. The Copyright Board decision calls for the rates under tariffs for SOCAN and
Re:Sound (formerly NRCC) to remain unchanged until December 31, 2010 and December 31,
2011 respectively.

Consequently, the Company recognized during the fourth quarter of Fiscal 2010, a total expense
of $7.8 million of which $5.0 million represented the retroactive portion of the tariff increases
related to Fiscal 2008 and Fiscal 2009, and $2.8 million represented the incremental portion
related to Fiscal 2010. Most of this total expense resulted from new royalties’ payable under
the tariffs for AVLA/SOPROQ.
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14. INCOME TAXES

Future income taxes reflect the net tax effects of the temporary differences between the
carrying amounts of assets and liabilities for financial reporting purposes and the amounts
used for income tax purposes. Significant components of the Company’s future tax liability and
asset as at August 31 are as follows:

2010 2009
Deferred charges deducted for tax purposes capitalized for accounting purposes 406 599
Capital cost allowance in excess of book depreciation 1,566 (349)
Deferred partnership income 1,931 2,441
Differences in tax and accounting cost bases for investments 3,787 5,056
Broadcast licenses and other intangible assets 120,004 137,070
Other, net 2,252 2,308
Total future tax liability 129,946 147,125
Book depreciation in excess of capital cost allowance 16,783 18,040
Loss carryforwards, net of valuation allowances 5,449 3,775
Deferred gain on sale of investment 281 344
Amortization deducted for accounting purposes in excess of tax purposes 8,091 10,941
Differences in tax and accounting cost bases for investments 1,669 1,238
Differences in revenue recognition for tax and accounting purposes 557 1,380
Other, net 5,023 10,353
Total future tax asset 37,853 46,071
Net future tax liability 92,093 101,054
Less current portion of future tax asset 6,423 1,788
98,516 102,842

Significant components of the income tax expense are as follows:
2010 2009 2008
Current tax expense 49,286 42,718 42,840
Future tax resulting from temporary differences 2,751 (26) 6,750
Future tax resulting from losses (1,959) 10,784 18,074
Future tax resulting from tax rate changes (14,259) 193 (10,266)
Recovery of various future tax liabilities - 1,050 (12,841)
Other (700) 1,636 (4,038)
35,119 56,350 35,519

The reconciliation of income tax attributable to operations computed at the statutory rates to
income tax expense is as follows:

2010 2009 2008
$ % $ % $ %
Tax at combined federal
and provincial rate 53,115 31.7 1,442 33.0 57,744 34.0
Broadcast license and
goodwill impairment - - 54,801 1,2562.8 — —
Reduction in future
taxes resulting from
statutory rate change (14,259) (8.5) 198 4.4 (10,266) (6.0)
Increase (recovery) of
various tax liabilities (2,029) (1.2) 1,885 43.1 (13,302) (7.8)
Other (1,708) (1.1) (1,971) (45.0) 1,343 0.7
35,119 20.9 56,350 1,288.3 35,519 20.9
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The Company recognizes as a future tax asset the benefit of capital and non-capital loss
carryforwards to the extent it is more likely than not that the benefit will be realized. As at
August 31, 2010, the Company had available loss carryforwards of approximately $41,400.
A future tax asset of $11,387 (2009 - $10,694) has been recognized in respect of these
carryforwards, net of a valuation allowance of $5,938 (2009 - $6,919).

The available loss carryforwards will expire as follows:

2011 1,100
2015 900
2026 100
2028 3,700
2029 6,900
2030 11,900
No expiration 16,800

41,400

15. BUSINESS SEGMENT INFORMATION
The Company’s business activities are conducted through two divisions and five segments:

RADIO

The Radio division comprises 49 radio stations, situated primarily in high-growth urban centres
in Canada. Revenues are derived from advertising aired over these stations. Results for the
Radio segments are presented on a geographic basis for Radio West, Radio Ontario, and Radio
Quebec and other.

TELEVISION

The Television division includes interests in several specialty television networks, pay television,
conventional television stations, cable advertising services, the Nelvana production studio
and the related distribution and licensing business. Revenues are generated from subscriber
fees, advertising and the licensing of proprietary films and television programs, merchandise
licensing and publishing. Results for the Television segments are presented for Kids and
Specialty and Pay.

The Corporate results represent the incremental cost of corporate overhead in excess of the
amount allocated to the other operating segments.

Management evaluates each division’s performance based on revenues less direct cost of sales,
general and administrative expenses. Segment profit excludes depreciation, interest expense,
broadcast license and goodwill impairment charges, disputed regulatory fees, debt refinancing
loss, restructuring charges and certain other income and expenses (note 13).
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REVENUES AND SEGMENT PROFIT

Year ended August 31, 2010 Radio Television Corporate Eliminations Consolidated
Revenues 261,124 575,097 - - 836,221
Direct cost of sales, general and

administrative expenses 195,593 348,418 28,141 — 572,152
Segment profit 65,531 226,679 (28,141) - 264,069
Depreciation 7,088 10,000 6,063 - 23,151
Interest expense 788 5,091 41,344 - 47,223
Disputed regulatory fees (8,901) (7,293) - - (16,194)
Debt refinancing loss - - 14,256 - 14,256
Restructuring charges 5,506 5,055 2,363 - 12,924
Other expense (income), net 2,488 2,148 10,336 - 14,972
Income before income taxes and

non-controlling interest 58,562 211,678 (102,503) — 167,737
Year ended August 31, 2009 Radio Television Corporate Eliminations Consolidated
Revenues 258,912 530,014 — (208) 788,718
Direct cost of sales, general and

administrative expenses 198,674 320,869 18,293 (208) 537,628
Segment profit 60,338 209,145 (18,293) — 251,190
Depreciation 6,798 9,693 4,313 — 20,704
Interest expense 928 5,163 31,335 — 37,426
Broadcast license and goodwill impairment 175,000 — — — 175,000
Disputed regulatory fees 2,746 2,612 - - 5,258
Restructuring charges 8,632 — — — 8,632
Other expense (income), net (744) 853 (813) - (204)
Income before income taxes and

non-controlling interest (133,022) 191,024 (63,628) — 4,374
Year ended August 31, 2008 Radio Television Corporate Eliminations  Consolidated
Revenues 286,449 500,966 — (259) 787,156
Direct cost of sales, general

and administrative expenses 210,945 301,361 22,979 (259) 535,026
Segment profit 75,504 199,605 (22,979) — 252,130
Depreciation 6,533 10,473 5,048 — 22,054
Interest expense 1,042 4,643 35,628 — 41,313
Disputed regulatory fees 6,155 4,781 — — 10,936
Restructuring charges 3,476 2,440 226 — 6,142
Other expense (income), net 118 4,415 (2,822) - 1,711

Income before income taxes and
non-controlling interest 58,180 172,853 (61,059) — 169,974
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In addition to evaluating performance of the divisions in total, management measures
performance at the operating segment level. The following tables present further details on

the operating segments within the Radio and Television divisions:

REVENUES
2010 2009 2009
Radio
West 93,470 100,544 115,462
Ontario 92,052 85,185 94,465
Quebec and other 75,602 73,183 76,5622
261,124 258,912 286,449
Television
Kids 240,568 222,925 223,796
Specialty and Pay 334,529 307,089 277,170
575,097 530,014 500,966
SEGMENT PROFIT
2010 2009 2009
Radio
West 30,295 35,319 43,630
Ontario 27,417 23,681 29,449
Quebec and other 7,819 1,338 2,625
65,531 60,338 75,504
Television
Kids 97,126 89,745 86,640
Specialty and Pay 129,553 119,400 112,965
226,679 209,145 199,605
Revenues are derived from the following areas:
2010 2009 2009
Advertising 435,024 418,992 462,711
Subscriber fees 283,170 257,471 225,202
Other 118,027 112,256 99,243
836,221 788,718 787,166
Revenues are derived from the following geographical sources, by location of customer:
2010 2009 2009
Canada 774,844 728,277 738,914
International 61,377 60,441 48,242
836,221 788,718 787,166
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SEGMENT ASSETS
2010 2009
Radio
West 240,682 242,568
Ontario 202,089 202,918
Quebec and other 95,954 99,950
Television
Kids 599,691 569,009
Specialty and Pay 777,838 716,645
Corporate 143,001 43,6183
2,059,255 1,874,703
Assets are located primarily within Canada.
CAPITAL EXPENDITURES BY DIVISION
2010 2009 2009
Radio 3,618 5,194 6,900
Television 2,030 3,185 5,457
Corporate 77,401 14,124 5,195
83,049 22,5603 17,652

Property, plant and equipment are located primarily within Canada.

16. BUSINESS COMBINATIONS AND DISPOSITIONS

In fiscal 2010, the Company completed the acquisition of the specialty television services Drive-
In Classics and SexTV. The Canadian Radio-television and Telecommunications Commission
(“CRTC”) approved the acquisition on November 19, 2009 and the Company took over
ownership and operation of these services, rebranded as Sundance Channel and W Movies,
respectively, on November 30, 2009. The results of operations of these services, as well as
their assets and liabilities, are included in the Specialty and Pay segment of the Television
division effective December 1, 2009. The total cash consideration paid was $40.0 million.
The purchase equation, which was accounted for using the purchase method, is summarized
below:

Assigned value of net assets acquired

Broadcast licenses 23,000
Goodwill 21,000
Other long-term liabilities (4,000)
Cash consideration given 40,000

In fiscal 2009, the Company completed the acquisition of the analog specialty television service
Canadian Learning Channel (“CLT"). The total cash consideration paid was approximately $76.5
million, including customary closing adjustments. The CRTC approved the acquisition on August
22,2008 and the Company took over ownership and operation of CLT, subsequently rebranded
VIVA, on September 1, 2008. The results of operations of VIVA are included in the Company’s
consolidated financial statements from the date of acquisition. The purchase equation, which
was accounted for using the purchase method, is summarized below:
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Assigned value of net assets acquired

Working capital 2,506
Program and film rights 1,601
Broadcast licenses 40,500
Goodwill 43,574
Future tax liabilities (11,5648)
Cash consideration given 76,5633

In fiscal 2009, the Company ceased operations of its residential audio business and completed
the sale of selected assets for proceeds of $13,312, resulting in a pre-tax gain of $7,163
(note 13). Management will be providing operational and consulting services to the purchaser.
Included in the proceeds is a contingent amount of $2,250, which will be recognized on the
completion of certain performance-based criteria.

The following amounts, included in these consolidated financial statements, represent the
Company’s proportionate share in joint ventures:

2010 2009
Current assets 43,382 31,228
Long-term assets 14,263 25,871
Current liabilities 12,919 17,463
Long-term liabilities 1,067 1,468
Cash provided by operating activities 13,006 8,746
Cash used in investing activities (94) (413)
Revenues 56,383 49,474
Expenses 39,871 36,928
Net income for the year 16,512 12,546

18. CAPITAL MANAGEMENT

The Company’s capital management objectives are to maintain financial flexibility in order
to pursue its strategy of organic growth combined with strategic acquisitions and to provide
returns to its shareholders. The Company defines capital as the aggregate of its shareholders’
equity and long-term debt less cash and cash equivalents.

2010 2009

Long-term debt 691,891 651,767
Cash and cash equivalents (7,969) (10,922)
Net debt 683,922 640,845
Shareholders’ equity 955,948 854,278
1,639,870 1,495,123

The Company manages its capital structure in accordance with changes in economic conditions.
In order to maintain or adjust its capital structure, the Company may elect to issue or repay long-
term debt, issue shares, repurchase shares through a normal course issuer bid, pay dividends
or undertake any other activities as deemed appropriate under the specific circumstances.

The Company monitors capital based on a number of criteria, including: net debt to segment
profit ratio and dividend yield. The Company’s current stated objectives are to maintain a net
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debt to segment profit ratio of a maximum of 3.0 to 3.5 times, and maintain a dividend yield in
excess of 2.5%. The Company believes that these objectives provide a reasonable framework
for providing a return to its shareholders. The Company is currently operating within these
internally imposed constraints.

The Company is not subject to any externally imposed capital requirements, and there has
been no change in the Company’s capital management approach during the year. As a result of
issuing the Notes (note 9), the company is required to maintain certain financial covenants.

19. FINANCIAL INSTRUMENTS

The following table sets out the classification of financial and non-financial assets and liabilities
as at August 31, 2010:

Available Loans and Other financial Total carrying
Held for trading for sale receivables liabilittes  Non-financial amount
Cash and cash equivalents 7,969 — — — — 7,969
Accounts receivable - - 175,134 - - 175,134
Investments and
other assets — 431 954 — 21,314 22,699
Other non-financial assets — — — — 1,853,453 1,853,453
Total assets 7,969 431 176,088 — 1,874,767 2,069,255
Accounts payable and
accrued liabilities - - - 203,422 - 203,422
Long-term debt - - - 691,891 - 691,891
Other long-term liabilities — — — 61,5653 29,870 91,423
Other non-financial liabilities — — — - 98,516 98,516
Total liabilities — — — 956,866 128,386 1,085,252

FAIR VALUES
The fair values of financial instruments included in current assets and current liabilities
approximate their carrying values due to their short-term nature.

The fair value of publicly-traded shares included in investments and other assets is determined
by quoted share prices in active markets. The fair value of other financial instruments included
in this category is determined using other valuation techniques.

The fair value of bank loans is estimated based on discounted cash flows using year-end
market yields, adjusted to take into account the Company’s own credit risk. Due to the fact
the Company’s bank loans were refinanced recently, at August 31, 2010, the Company has
estimated the fair value of its bank debt to be approximately equal to its carrying amount.

The fair value of the Company’s Notes is estimated based on the trading price of the Notes,
adjusted to take into account the Company’s own credit risk. At August 31, 2010, the Company
has estimated the fair value of its Notes to be approximately $516,700.

The fair values of financial instruments in other long-term liabilities approximate their carrying
values as they are recorded at the net present values of their future cash flows, using an
appropriate discount rate.

The fair values of derivative financial instruments are determined based on management’s
estimates, supported by quotations by the counterparties to the agreements. In particular,
management uses a valuation model that projects future cash flows and discounts the future
amounts to a present value using the contractual terms of the derivative instrument and
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factors observable in external markets, such as period-end swap rates, adjusted to take into
account the Company’s own credit risk.

Fair value estimates are made at a specific point in time, based on relevant market information
and information about the financial instrument. These estimates are subjective in nature and
involve uncertainties and matters of significant judgment and therefore cannot be determined
with precision. Changes in assumptions could significantly affect the estimates.

RISK MANAGEMENT
The Company is exposed to various risks related to its financial assets and liabilities. These
risk exposures are managed on an ongoing basis.

Credit risk

In the normal course of business, the Company is exposed to credit risk from its accounts
receivable from customers. The carrying amounts for accounts receivable are net of applicable
allowances for doubtful accounts, which are estimated based on past experience, specific
risks associated with the customer and other relevant information.

The Company is also exposed to credit-related losses in the event of non-performance by
counterparties to derivative instruments. The Company man