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RESPONDING AFFIDAVIT OF LEONARD ASPER
(Sworn June 15, 2010)

I, LEONARD ASPER, of the City of Toronto, in the Province of Ontario, MAKE OATH

AND SAY:

1. 1 swore an affidavit dated June 10, 2010, in this matter. I swear this affidavit in response
to the affidavit sworn by Thomas Strike ("Strike") on June 14, 2010 and Peter Buzzi ("Buzzi")

sworn June 14, 2010. In their affidavts Strike and Buzzi make two points to rebut my testimony

" (in my affidavit sworn June 10, 2010) that the estimated earnings before interest, taxes,

depreciation and amortization ("EBIDTA") of the media assets of Canwest Global
Communications Corp. ("Canwest Global") for Fiscal 2010 was approximately $225 million.

Neither of these criticisms are fair or accurate.

2 Strike states in paragraph 21 that $7 million in corporate costs need to be deducted from
Canwest Global's media assets' corporate assets, I agree that corporate costs have to be
accounted for, however, $7 million is extremely high. I have worked at the offices of the

broadcast group for the last four years and was extensively involved in the transition planning,
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As aresult, [ am aware of the specific needs of the business to operate stand-alone, which would
be closer to $2 million. I note as well that any strategic buyer would not incur any of those

corporate costs because they would already have the necessary infrastructure in place.

3. The $7 million figure Strike is using is likely based on the historical inter-company
charges for corporate services which are not reflective of the actual additional costs that would

be incurred at the broadcasting level.

4. Strike and Buzzi state that the appropriate figure to be considered for the purposes of
valuating Canwest Global's media assets is proportional EBITDA and not consolidated EBITDA.
This is not accurate because when an integrated group controls assets, purchasers will purchase

based on the consolidated EBITDA.

5. 1 also believe that my original estimate of $225 million was already conservative, based
on the actual EBITDA figures of Canwest Global's television assets. Based on actual results to
date and the other factors already described in my first affidavit, I believe the actual EBITDA for

2010 could be closer to $250 million. As of February 28, 2010, the actual six month EBITDA

- for Canwest Global's media assets was $165,934,000.  Attached as Exhibit "A" is-a-copy of - -

Canwest Global's interim consolidated financial statements for the three and six months ended
February 28, 2010. The six month EBITDA figure for Canwest Global's television assets can be
found on the second last page of the statements under section 25 (Segment Information). The
relevant figure is the segment operating profit for the six months ended February 28, 2010 for

"Total television".

6. While we do not yet know the EBITDA of Canwest Global's media assets for the third
and fourth quarter of 2010, these numbers can be approximated by reference to the EBITDA of

Canwest Global's television assets for the third and fourth quarter of 2009. The EBITDA for
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Canwest Global's television assets for the third and fourth quarter of 2009 can be determined by
subtracting the EBITDA ﬁguré for the first two quarters of 2009 from the total EBITDA figure

for 2009.

7. Attached as Exhbit "B" is a copy of Canwest Global's consolidated financial statements
for the years ended August 31, 2009 and 2008. The EBITDA for Canwest Global's media assets
for 2009 was $193,895,000. This number is found on page 66 of the financial statements at
Exhibit B under segment operating profit and represents the EBITDA for total telecvision minus
Canwest Global's Australian assets which have been sold and which are no longer relevant for
current purposes. Attached as Exhibit "C" is a copy of Canwest Global's financial statements for
the three and six months ended February 28, 2009, The EBITDA for Canwest Global's media
assets for the first two quarters of 2009 was $107,570,000. This amount is found on page 26 of
these financial statements under the segment operating profit for the six months ended February
28, 2009 for total television minus the Australian assets. By subtracting the EBITDA of
Canwest Global's media assets for the first two quarters of 2009 ($107,570,000) from the

EBITDA of Canwest Global's media assets for all of 2009 ($193,895,000), 1 can determine that

"~ the EBITDA of Canwest Global's media assets for the last two quarters of 2009 was

$86,325,000.

8. Adding this number to the actual EBITDA of Canwest Global's media assets for the first
two quarters of 2010 ($165,934,000) creates an actual EBITDA for the last twelve months
ending February 2010 of $252,259,000. Using this amount as an estimate of 2010's EBITDA is
conservative given that it assumes that there will be no growth in Canwest Global's television
assets' EBITDA in the last two quarters of 2010 from the last two quarters of 2009. This in spite

of the fact that the EBITDA for the first two quarters of 2010 increased dramatically over the
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EBITDA of the first two quarters of 2009. Assuming the same rate of growth, one would expect
a much higher EBITDA for the last two quarters of 2010 over the same period in 2009, even

taking into account the potential for timing differences.

9. Strike and Buzzi also allege that Glen Bowman ("Bowman") did not account for
minority interests in determining the appropriate EBITDA multiple for the purpose of valuation.
The minority interests in question account for less than 10% of the overall business and would

not affect value multiples.

10. 1 am swearing this affidavit several hours before Bowman is going to be cross-examined
and I understand that he has not had a chance to swear an affidavit to this effect but that he can

be cross-examined on this point.

11.  Strike also refers to 100% of thr "media assets" thoughout his affidavit. I am referring to
100% of the equity in a restructured Canwest Global. Equity versus assets is an important
distinction. Canwest Media Inc. always had the ability to sell 100% of itself (equity) in an

unrestricted auction. Moreover, given the call rights contained in the Shareholder Agreement

- with Goldman Sachs(now Shaw); a purchaser of Canwest could also-acquire the right to-obtain— - -

65% interest owned by Goldman Sachs (now Shaw) beginning in 2011.

SWORN BEFORE ME at the
City of Toronto, in the Province of Ontario

this 15" day of June 2010 Z

LEONARD ASPER”

R I
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PRICEAVATERHOUSE(COPERS

PricewaterhouseCoopers LLP
Chartered Accountants

One Lombard Place, Suile 2300
Winnipeg, Maniloba

Canada R3B 0X6

. Telephone +1 (204) 926 2400
Aprii 13, 2010 Facsimile +1 {204) 944 1020

To the Audit Committee of Canwest Global Communications Corp.

In accordance with our engagement letter dated August 25, 2009, we have reviewed the accompanying
interim consolidated balance sheet of Canwest Global Communications Corp. (the Company) as at
February 28, 2010 and the related interim consolidated statements of earnings (loss), comprehensive
earnings (loss), deficit and cash flows for the three and six month periods ended February 28, 2010 and
Febraary 28, 2009 (the interim financial statements). These interim consolidated financial statements are
the responsibility of the Company’s management.

We performed our review in accordance with Canadian generally accepted standards for a review of
interim financial statements by an entity’s auditor. Such an interim review consists principally of
applying analytical procedures to financial data, and making enquiries of, and having discussions with,
persons responsible for financial and accounting matters. An interim review is substantially iess in scope
than an andit, whose objective is the expression of an opinion regarding the interim financial statements;
accordingly, we do not express such an opinion. An interim review does not provide assurance that we
would become aware of any or all significant matters that might be identified in an audit,

Based on our review, we are not aware of any material modification that needs to be made for these
interim consolidated financial statements to be in accordance with Canadian generally accepted
accounting principles.

This report is solely for the use of the Audit Committee of the Canwest Global Communications Corp. to
assist it in discharging its regulatory obligation to review these interim consolidated financial statements,
and should not be used for any other purpose. Any use that a third party makes of this report, or any

_reliance or decisions made based on it, are the responsibility of such third parties. We acceptno

responsibility for loss or damages, if any, suffered by any third party as a result of decisions made or o
actions taken based on this report.

%WWW LLP

Chartered Accountants

“PricewaterhouseCoopers” refers 1o PricewaterhouseCoopers LLP, an Ontario limiled liability parinership, ar, as lhe contexl reguires, the
PricewaierhouseCoopers global network or ciher member firms of the network, each of which is a separaie and independent legal enlily.



CANWEST GLOBAL COMMUNICATIONS CORP.
{Under Creditor Protection Proceedings as of October 6, 2009 — Notes 1 and 4)
CONSOLIDATED STATEMENTS OF EARNINGS (LOSS)

(UNAUDITED)

{In thousands of Canadian dollars except as otherwise noted)

For the three months ended

For the six months ended

February 28, February 28,
2010 2005 2010 2009
(Revised notes (Revised notes
19 and 25) 19 and 25)
Revenue 478,680 493,434 1,049,345 1,127,778
Operating expenses 384,987 434,591 781,319 932,298
Restructuring expenses (reversals) (note 15) (120} 18,189 1,722 32,695
Broadcast rights write-downs - 29,620 - 29,620
Settlement of regulatory fees (note 25) - - (29,416} -
93,813 11,034 205720 133,165
Ameortization of infangible assets 1,608 1,607 5,116 3,215
Amoriization of property and equipment 19,081 21,059 38,045 40,541
Other amortization 77 93 155 - 188
Operating income (loss) 73,047 (11,725) 252 404 89,221
inierest expense {48,685) (66,650) (101,168) {136,625)
Accretion of long-term liabilities {33,091) (9,829) (65,843) (38,082)
Interest income 173 223 1,004 351
Interest rate and foreign currency swap gains
(losses) - (1,731} - 40,698
Foreign eurrency exchange gains (losses) (note
18) 20,604 {15,878} 86,036 (83,379)
Investment gains, losses and write-downs (43) (2,353) 670 {3,518)
Impairment l0ss on properiy and equipment - (10,333) - (10,333)
Impairment loss on intangible assets {note 14) - (185,108) (3,142) {185,108)
Impairment loss on goodwill (note 14) - (895,110} - (895,110}
12,005 (1,198,494) 169,961 (1,221,883)
Reorganization items Canwest Media entities
(note 6) (25,713) (1,599) (87,734) (1,599}
Recrganization items Canwest LP entities (noie
7 : (30,940) - (40,076) -
(44,648) (1,200,093) 42,151 (1,223,462)
Provision for {Recovery of) income taxes (note
18) (2,023) 150,044 2,243 174,467
Earnings {Loss) before the foliowing (42 ,625) (1,350,137) 39,908 (1,397,929)
Minority interest (3,647} (3,644) (11,599 _(9,588)
Interest in earnings of equity accounted
affiliates 194 340 94 5565
Realized foreign currency translation
adjustments - (216) - (210)
Net earnings (loss) from continuing
operations (46,078) (1,353,657) 28,403 (1,407,176)
Gain from sale of discontinued operations (note
19) - - 578,059 -
Loss from disconiinued operations (note 19) - (81,857) - (65,282}
Net earnings (loss) from discontinued
operations ~ {81,857} 578,059 (65,282)
Net earnings {loss) for the period {468,078} (1,435514) 606,462 (1,472,458}
Earnings (Loss) per share from continuing
operations (nofe 21):
Basic {$0.28) {($7.62} $0.18 ($7.92)
Dilutied ($0.26) ($7.62) $0.18 ($7.92)
Earnings {Loss) per share (noie 21):
Basic (30.28) ($8.08) $3.41 (%$8.29)
Diluied ($0.26) ($8.08) $3.40 ($8.28}

The notes constitute an integral part of the consolidaied financial statements.



CANWEST GLOBAL COMMUNICATIONS CORP.
(Under Creditor Protection Proceedings as of October 6, 2009 — Notes 1 and 4)
CONSOLIDATED BALANCE SHEETS
(UNAUDITED)

{In thousands of Canadian daollars)

As at As at
February 28, August 31,
2010 2009
{Revised notes
3 and 18)
ASSETS
Cuirent Assets
Cash and cash equivalents 245,023 101,130
Restricted cash (note 13) ) 10,934 6,402
Accounts receivable 368,954 322,591
Inventory 5,360 6,618
Future income taxes 15,113 16,273
QOther gurrent assets 21,118 18,221
Assels of discontinued operations (note 18) - 266,230
666,502 750,465
Other invesimenis 6,716 6,594
Broadcast rights (note 14) 384,020 362,502
Property and eguipment 526,468 557,708
Other assels 37,563 38,518
Intangible assets (note 14) 1,221,547 1,229,447
Goodwill 1,016,430 1,017,975
Assets of discontinued operations {note 18) “ 705,760
3,859,246 4,666,069
LIABILITIES
Current Liabilities .
Accounts payable and accrued liabilities 196,730 400,066
Income taxes payabie 37,904 39,112
Broadcast rights payabie 118,548 85,297
Deferred revenue 31,961 34,651
Gurrent nortion of Jang-term debt and obligations under capital leases (noie 17) 8,238 2,339 582
Current portion of hedging derivative instrumenis 23,280 21,803
Liabilities of discontinued operations {note 19) - 233,305
416,659 3,163,796
tiabilities subject io compromise Canwest Media entities (note 8) 547,919 -
Liabilities subject lc compromise Canwest LP entities (note 9} 1,489,591 -
Long-term debt {note 17) 788,667 827,410
Hedging derivative instruments 36,860 19,788
Obiigations under capital leases 2,925 3872
Other long-term liabilities  ~ e e e e e e s s e B0, 280 - 9 B3 -
Future income taxes 141,814 159,827
Putiable interest in subsidiary 706,839 645,216
Minority inierest 58,462 58,007
Liabilities of discontinued oparaticns (note 18) - 694,664
4,348,016 5,765,413
Going concern [note 1)
SHAREHOLDERS’ DEFICIENCY
Capital stock 852,375 852,375
Contributed surplus 18,554 17,239
_____ Deficit (1,321,449) (1,927,9
Accumulated other comprehensive loss {note 20) {38,250) (40,1
(1,359,699} (1,968,058)
{488,770) (1,098.444)
3,859,246 4,666,569

The notes constitute an integral part of the consolidated financial statements.



CANWEST GLOBAL COMMUNICATIONS CORP.

{Under Creditor Protection Proceedings as of October 6, 2009 — Notes 1 and 4)
CONSOLIDATED STATEMENTS OF COMPREHENSIVE EARNINGS (LOSS)
{(UNAUDITED)

(In thousands of Canadian dollars)

For the three months ended For the six months ended
February 28, February 28,
2010 2009 2010 2009
Net earnings (loss) for the period ‘ (46,078) _ (1,438514) . 606462  (1,472458)

Other comprehensive incomie (loss)
Unrealized foreign currency translation
gains (losses) on net assets of self-
sustaining foreign operations - (441) 469 20850
Reatized foreign currency translation gains
(losses} on net assets of self-sustaining

foreign operations - 216 (2,999) 216
Foreign currency translation adjustment
(note 20} - (225) (2,530} 3,166

Change in fair value of hedging derivative

instruments designated as cash flow

hedges net of tax of $2.1 million and nil for

the three and six months ended February

28, 2010, respectively (2008 - $5.7 and :
$10.1 miltion) {note 20} 6,193 1,099 50 (38,274}
Reglassificaticn of change in failr vaiue of

hedging derivative instruments designated

as cash flow hedges realized in net loss

for the period net of tax of $1.9 miliion

(note 20) - - 4,377 -
6,193 " 1,099 4,427 (38,274}

Unrealized gain (loss) on available-for-sale
investment net of tax of nil {2008 — nil)
(note 20) - 3,578 - (7,285)
Reciassification of impairment loss on
available for sale investmenis realized in
net loss for the period net of tax of nil
(2009 - nil) (note 20)

- 7,285 - 7,285
- 10,863 - -
Comprehensive income (loss) for the
© “period T e e e e s (RO BBEY - (1,423,777} - - - 608,359 - {1,507 566)

CONSOLIDATED STATEMENTS OF DEFICIT
{(YNAUDITED)
{In thousands of Canadian dollars)

For the three months ended For the six months ended
February 28, February 28,

2010 2009 2010 2009
{Revised note (Revised note

25) 25)
Deficit — beginning of period (1,275,371} {271,499) (1,927,911) (234,555}

Net earnings (loss) for the period (46,078} (1,435,514} 606,462 (1,472,458}

Deficit — end of period (1,321,449) (1,707,013} (1,321,449) (1,707,013)

The notes constitute an integral part of the consolidated financial statements.

)



CANWEST GLOBAIL COMMUNICATIONS CORP.
{Under Creditor Protection Proceedings as of October 6, 2009 — Notes 1 and 4)
CONSOLIDATED STATEMENTS OF CASH FLOWS

(UNAUDITED)
(In thousands of Canadian dollars}

For the three months ended

For the six months ended

February 28, February 28,
2010 2009 2010 2009
{Revised notes (Revised notes
19 and 25) 19 and 25)
CASH GENERATED (UTILIZED) BY:
OPERATING ACTIVITIES
et earnings (loss) for the period (46,078) (1,435,514) 606,462 {1,472.458)
Reorganization items Canwest Media Entilias 25,713 1,589 87,734 1,599
Reorganization tems Canwest LP Entlties 30,940 - 40 076 o
Net earnings from discontinued operations - 81,857 (578,059) 65,282
liems not affecting cash
Amorlization 20,766 22,759 43318 43,944
Nel non-cash interest expense 11,439 15,062 13,198 30,407
Agcrelion of long-term liabilities 33,091 9,529 85,843 38,062
Fulure income taxes (recovery) (3,956) 144,344 (13,489} 162,646
Realized foreign currency transiation adjustments - 216 - 218
Interest rate and foreign currency swap gains, net
of settlemenis - (3,078} - (56,719)
Broadcast rights write-downs - 29,620 1,737 29,820
impairment loss on property and equipment,
intangible assels, and goodwill - 1,080,551 3,142 1,090,551
Investment gains, losses and write-downs 43 2,353 (670} 3,516
Pension expense less than empioyer contributions (3,941) {6,728) (12,640)
Minority interest 3,647 3,644 11,599
Earnings of equity accounted affiliates (1943 (340 {84)
Fareign exchange (gains) losses (21,113} 14,727 (85,114)
Stock based compensation expense 575 163 1,315
50,832 (28,934) 184,356
Changes in non-cash operating accounts 79,678 38,441 (62,801)
Cash flows from cperaling activities of continuing
operations before Reorganization items 130,610 6,507 121,555 (32,310)
Reorganization items Canwesi Media Entities (nole ©) (14,737} (1,599) {29,883) {1,699)
Reorganization items Canwest LP Entities (note 7) {14,539} - {21,188) -
Cash flows from operating activities of discontinued
operations {note 19) - 5,990 - 35,247
Cash flows from ocperating aclivities 101,334 13,898 70,474 1,338
INVESTING ACTIVITIES
Other investrments (2,668} - (2,734) (100)
- Restricted cash-(note 13) - 1 488) o (8,434) -
Proceeds from sale of discontinued operations - - 617,819 -
Proceeds from sales of property and equipment - 12,966 - 12,983
Purchase of croperty and equipment {3,886) (16,292} (10,302) (36,090)
Reorganization items Canwest Media Entities 3,000 - 3,000 -
Investing activities of discontinued operations - (6,428} - {13.215)
(8,042) {9,752} 598,348 (38,422)
FINANCING ACTIVITIES
Repaymenl of long-term debt (note 17) (1,187) (2,437} (490,635 (4,875}
Advances (repayments) of revolving facilities, net of
financing costs {noie 17) 1,889 25,941 (13,075} 74,802
Swap recouponing receipts - 5,000 - 5,000
Payments of capital leases (238) (242) (1,740} (1,685)
_Payment of distributions to minarity interest (6,580) (682) (11,180) 2.811)
Financing activities from discontinued cperations - 1,417 - (19,228)
{(6,114) 28,997 (525,830) 51,283
Net change in cash and cash equivalents 87,178 33,143 143,893 14,208
Cash and cash equivalents — beginning of period 157,845 26,381 101,130 45,315
Cash and cash equivalents — end of period 245,023 59,524 245,023 59,524

The notes constitute an integral part of the consolidated financial statements.
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CANWEST GLOBAL COMMUNICATIONS CORP.
(Under Creditor Protection Proceedings as of October 6, 2009 — Notes 1 and 4)
NOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS
FOR THE THREE AND SIX MONTHS ENDED FEBRUARY 28, 2010 AND 2009
(UNAUDITED)
(In thousands of Canadian dollars except as otherwise noted)

1. BASIS OF PRESENTATION AND GOING CONCERN

Creditor Protection

On October 6, 2009, Canwest Global Cemmunications Corp. ("Canwest Global” or the "Company")
and certain of its subsidiaries applied for and obtained an order (as amended, the “Canwest Media
Initial Order”) from the Ontario Superior Court of Justice (Commercial List) (the “Court"), granting
creditor protection under the Companies’ Creditors Arrangement Act (Canada) (the “CCAA"). The
Canwest Mediza Initial Order applies to Canwest Global, Canwest Media Inc. ("Canwest Media"),
Canwest Television Limited Partnership, The National Post Company and certain non-operating
subsidiaries (collectively, the “Canwest Media Applicants”). Canwest (Canada) Inc., Canwest
Limited Partnership (“Canwest LP") and its subsidiaries including Canwest Publishing inc. and
National Post Inc., and CW investments Co. {“CW Media”} and its subsidiaries including CW Media
Holdings Inc., are not included in this filing. The Canwest Media Initial Order provided for a general
stay of proceedings in respect of the Canwest Media Applicants for an initial period of 30 days,
which was subsequently extended to June 15, 2010 and is subject {o further extensions by the
Court. The Canwest Media Initial Order may be further amended by the Court throughout the
CCAA proceedings (the "Canwest Media CCAA Proceedings”) based on motions from the Canwest
Media Applicants, their creditors and other interested parties. On October 6, 2009, certain of the
Canwest Media Applicants, through their Court-appeinted Monitor, also made a concurrent petition
for recegnition and ancillary relief under Chapter 15 of the U.S. Bankrupicy Code in the United
States Bankruptcy Court ("US Court”). On November 3, 2009, the US Court granted formal
recognition of the Canwest Media CCAA proceedings. For additional information, see note 2,
“Significant Accounting Policies” and note 4, "Canwest Media Creditor Protection and Amended
Recapitalization Agreement.”

On January 8, 2010, Canwest {Canada) Inc., Canwest Publishing Inc. and Canwest Books inc.
(collectively, the "Canwest LP Applicants”) together with Canwest LP {the “Canwest LP Entities"),
applied for and obtained an order (as amended, the “Canwest LP initial Order”} from the Court
granting creditor protection under the CCAA. The Canwest LP Initial Order applies to the Canwest
LP Entities. Naticnal Post Inc. is not included in the filing. For additional information, see note 5,
“Canwest L Creditor Protection and Plan.” The Canwest L Initial Order provided for a general
stay of proceedings against the Canwest L.P Applicants for an initial period of 30 days, which was
subseguently extended to June 30, 2010 and is subject to further extensions by the Court. The
Canwest [P Initial Order may be further amended by the Court throughout the CCAA proceedings
based on motions from the Canwest LP Applicants, their creditors and other interested parties. For

additional information, see note 2, “Significant Accounting Policies” and note 5, “Canwest L.P
Creditor Protection and Plan.”



Basis of presentation and going concern issues

The Company is a Canadian media company with interests in conventional television, specialty
television channels, publishing and websiies. The Company’s operating segments include
television and publishing. The television segment includes the operations of Canwest Television
Limited Partnership, which operates the Global Television Network and six Canadian specialty
television channeis. The CW Media television segment includes CW Media, which cperates 18
Canadian specialty television channsls. The publishing segment includes the operations of
Canweast LP which publishes a number of newspapers and magazines, including metropolitan daily
newspapers and The National Post, as well as operation of the canada.com web portal and other
web-based operations. In September 2009, the Company sold its interest in Ten Network Holdings
Limited (“Ten Holdings”) and its subsidiaries. The operations that comprised the Australian

television and Qut-of-home advertising segments have been classified as discontinued operaticns
(see note 19).

The Company’s television broadcast revenue includes advertising revenue from a customer base
that is comprised primarily of large advertising agencies, which place advertisements with the
Company or behalf of their customers. In addition, the Company’s specialty television revenus
includes subscription revenue which is derived from subscribers of our specialty television
channels. Publishing revenue includes advertising, circulation and subscriptions which are derived
from a variely of sources. The Company’s advertising revenug is seasonal, Revenue and accounts
receivable are highest in the first and third quarters, while expenses are relatively constant
throughout the year.

Going Concern

During its 2009 fiscal year and the three and six months ended February 28, 2010, the Company's
operating results and cash flows were impacted by the effects of the significant and sudden
deciines in advertising revenue for its operations reflecting the weakened economic environment.
The significantly reduced advertising revenue reduced cash flows from operations. These
conditions and other factors contributed to the defaults related to certain of the Company’s credit
facilities, note indentures and derivative financial instruments.

These consolidated financial statements have been prepared on a geing concern basis in
accordance with Canadian generally accepted accounting principles ("GAAP") which assumes that

the Company will continue in operation for the foreseeable future and be able to realize its assets
_ and discharge its liabilities and commitments in the normal course of business, Whilethe
Company, along with the other Canwest Media Applicants, is under creditor protection, it believes

a plan of compromise and arrangement can be developed and implemented which will allow it to
coniinue to operate as a going concern (note 4). There is unceriainty as to whether the
reorganization transactions will be structured as a reorganization of the Company. The
Subscription Agreement {as defined below) between the Company and Shaw Communications Inc.
(*Shaw”) contemplates that a restructured and recapitalized Canwest Giobal will emerge or that
alternatively, a new company may be created and the restructuring may include transfers of assets
or shares of subsidiaries of Canwest Global and Canwest Media. If the transaction invoives a
newly created company and transfers of assets or shares of subsidiaries of Canwest Global and
Canwest Media, the Company may not be able to continue to use the going concern basis of
presentation. Because there is a reasonable possibility that the Company will be reorganized, the
Company considers the going concern basis of presentation to be appropriate. There is uncertainty
retated to the completion and implementation of the plans and the outcome of such plans which
raise substantial doubt about whether the Company will continue as a going concern.

There can be no assurance that a financial reorganization will be completed such that the
Company will continue as a going concern. If the going concern basis is not appropriate,

adjustments {o the carrying value of assets and liabilities may be required. Such adjustments could
be material.
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Canwest Media Entities Events

in March and September 2009, Canwest Media did not make interest payments totaling in the
aggregaie US$60.8 million which were due on its 8% senior subordinated unsecured notes (8%
Notes") and is in default under the terms of the 8% Notes indenture. The guarantors under the
Canwest Media debt obligations include Canwest Global, Canwest Media, Canwest Television
Lirmited Partnership, the National Post Company and other wholly owned subsidiaries (collectively,
the “Canwest Media Entities”) but exclude Canwest (Canada) Inc., Canwest LP and its subsidiaries
including Canwest Publishing Inc. and National Post Inc., and CW Media and its subsidiaries
including CW Media Holdings Inc.

In May 2009, Canwest Media entered into a new $75 million senior secured asset based loan
facility (the “ABL facility") (note 17) and issued $105 million (US$94 million) 12% secured notes
(note 17) for cash proceeds of $100 million to certain holders of its 8% Notes. The proceeds were
used to pay, in full, amounts owing under Canwest Media’s previous senior secured credit facilities
and certain secured hedging derivatives, as well as to finance operations.

On September 22, 2009, the Canwest Media Entities entered into a Use of Cash Collateral and
Consent Agreement with an ad hoc commitiee of holders of 8% Notes representing over 70% of
the 8% Notes (the “Ad Hoc Committee”). On Cctober 1, 2009, the Company sold its interest in Ten
Holdings for net proceeds of $618 million (see notes 12 and 19). In accordance with the Use of
Cash Collateral and Consent Agreement the proceeds were advanced to Canwest Media by its
wholly-owned Irish subsidiary which held the investment in Ten Holdings and were utilized as
follows: $102 million to repay obligations under the 12% secured notes, $85 million to repay the
ABL facility and to provide operating liquidity and $431 million to reduce its obligations under its 8%
Notes indenture.

On Qctober 5, 2009, the Canwest Media Entities entered into a CCAA Support Agreement with the
Ad Hoc Committee pursuant to which they are pursuing a proposed recapitalization transaction
related to the Canwest Media Entities (note 4). The proposed terms of the recapitalization
transaction were set out in a Recapitalization Term Sheet incorporated into the CCAA Support
Agreement (together with the CCAA Support Agreement, the “Recapitalization Agreement”).

On October 6, 2009, as set out in the terms of the Recapitalization Agreement, the Canwest Media
Applicants applied for and obtained creditor protection under the CCAA and the Court approved
the conversion of the ABL facility into a debtor-in-possession (“DIP") financing arrangement {notes
4 and 17). On October 14, 2009, the Court approved a claims procedure, which sets out the
process for identifying and valuing claims against the Canwest Media Applicants and the directors
and officers of the Canwest Media Applicants by the creditors affected by the CCAA filing. The
claims procedure was amended on November 30, 2009 by the Court.

On October 30, 2009, the Court granted an order approving the orderly transition and subsequent
termination of certain shared services arrangements between the Canwest Media Applicants and
ather subsidiaries of the Company. The new shared services arrangement provides for the orderly
termination of shared services on dates ranging from February 28, 2010 to February 28, 2011 and
addresses certain employee-related matters including pensions and revises amounts payable for
such services. In addition, substantially all of the assets and certain liabilities of the National Post
were transferred from The National Post Company, a subsidiary of Canwest Media, o National
Post Inc., a wholly owned subsidiary of Canwest LP for consideration of $2.5 million.



The terms of the Recapitalization Agreement required that an equity investment in a restructured
and recapitalized Canwest Global ("Restructured Canwest") by one or more Canadian investors be
compieted on or prior to the completion of a restructuring transaction. An extensive equity
investment solicitation process was carried out by a financial advisor retained by the Company 1o
identify potential new investors. On February 11, 2010, the Company entered into, among other
agreements, a subscription agreement (the "Subscription Agreement”) with Shaw which became
effective on February 19, 2010 upon receipt of an order of the Court (the "Shaw Approval Order").
Under the Subscription Agreement, Shaw agreed to acquire a minimum 20% equity interest and an
80% voting interest in Restructured Canwest upon its successful emergence from CCAA
protection. On March 9, 2010, GS Capital Partners VI Fund L.P. and certain of its affiliates
(collectively, the “Goldman Sachs Parties”) brought a motion in the Ontario Court of Appeal for
jeave 1o appeal the Shaw Approval Order, which has yet o be adjudicated and which has been
resisted by the Company. In the event that the motion for leave to appeal is granted, the Goldman
Sachs Parties’ appeal wouid be permitted to proceed.

in connection with the Subscription Agreement the Canwest Media Entities and the Ad Hoc
Committee amended the terms of the recapitalization transaction pursuant to an amendment of the
Recapitalization Agreement. In addition, Canwest Global, Shaw and the Ad Hoc Committee
entered into a related support agreement pursuant to which, among other things, the Ad Hoc
Committee members agreed to support the amended terms of the recapitalization transaction
including the equity subscription by Shaw. The terms of the Subscription Agreement, the related
support agreement and the amended terms of the Recapitalization Agreement are described in
more detail in note 4.

The Canwest Media CCAA Proceedings, discussed in note 4, “Canwest Media Creditor Protection
and Recapitalization Plan”, provide the Canwest Media Applicants with temporary relief from their
creditors by preventing all secured and unsecured creditors from proceeding against the Canwest
Media Applicants. The DIP financing arrangement provides funding for operations during the
course of the filing. Under the Canwest Media CCAA Proceedings, the Canwest Media Applicants
intend to prepare and file a formal plan of compromise and arrangement which will set out, among
other things, how the Canwest Media Applicants propose to deal with their creditors affected by the
plan (the “Recapitalization Pian”). The Recapitalization Plan will be subject to a vote by the
affected creditors and must be approved by a requisite majority of affected creditors and
sanctioned by the Court.

Upon the implementation of the Recapitalization Plan there may be a substantial realignment of the
" non-equity and equity interests. The Campany may be required to comprehensively revalue its’
assets and liabilities based on the reorganization value resulting from the Recapitalization Plan,
referred to as "“fresh-start” accounting. These financial statements do not give effect to any
adjustments that may be required as a result of fresh-start accounting.



2. SIGNIFICANT ACCOUNTING POLICIES

A summary of the significant accounting policies followed in the preparation of these consolidated
financial statements is as follows:

Basis of presentation

The interim consolidated financial statements are prepared in accordance with accounting
principles generally accepted in Canada for interim financial statements applicable to a going
concern and reflect.all adjustments which are, in the opinion of management, necessary for fair
statement of the results of the interim pericds presented. However, these interim consoclidated
financial statements do not include all of the information and disclosures required for annual
consolidated financial statements. The accounting policies used in the preparation of these interim
consolidated financial statements are the same as those used in the most recent annual
consolidated financial statements except for the accounting changes disclosed below and in note
3. The accounting policies for the recognition, de-recognition and measurement of assets and
liabilities have not changed as a result of the CCAA filings by the Canwest Media Applicants and
Canwest LP Applicants. These interim consclidated financial statements should be read in
conjunction with the most recent annual financial statements of the Company. All amounts are
expressed in Canadian dollars unless otherwise noted.

Claims during the CCAA proceedings

All claims that become known during the CCAA proceedings are recognized in accordance with the
accounting policies of the Company based on the best estimate of the expected amounts of the
allowed claims. If a reasonable estimate of the amount of the claim cannet be made, the amount
claimed by the creditor or potential creditor has been disclosed.

The Company accounts for its financial liabilities using the amortized cost method. In light of the
CCAA illing pre-filing liabilities that may be impacted by the reorganization process are classified
on the consolidated balance sheets as liabilities subject o compromise. For all financial liabilities
that are subject to compromise, the Company adjusts the carrying amount o the amount allowed
under the claim. Any adjustments arising from differences between the carrying amount of the
financial liabilities and the allowed claims are presented as operating expenses if the amount
relates to a change in estimate for the cost of goods and services received by the companies
under the CCAA; otherwise the change has been presented as Reorganization ltems.

~ Interest expense - - e
For periods subsequent to the CCAA filing, interest expense on financial liabilities which have been
stayed by the Court is recognized only to the extent the amounts will be paid during the CCAA
proceedings or it is probable that the-amounts will be aliowed as a claim in the CCAA proceedings.
Interest expense recognized, including interest and fees related to the DIP financing, are presented

as interest expense and not as Reorganization ltems.

Reorganization items

Incremental costs directly related to the CCAA proceedings are presented as Reorganization
iterns. These costs include professional fees paid to external parties for legal, financial consulting
and appraisal services incurred during the period the Canwest Media Applicants were developing
their financial reorganization plans and employee related costs for the retention of employees

essential to the operations during the CCAA proceedings. Cash flows related to Reorganization
items are disclosed in the Consolidated Statements of Cash Flows,

Gains and losses realized on the disposal of any assets approved during the CCAA proceedings
and any provisions for losses reiated to restructuring, exit or disposal activities {including
repudiation of contracts) are presented as Reorganization items. Interest income earnad that wouid
not have been earned except for the proceeding is recorded as Reorganization items.



These costs, gains, losses and provisions are recognized and measured in accordance with the
respective accounting policies for such items.

3.  ACCOUNTING CHANGES

Goodwill and Intangible Assets

The Accounting Standards Board (the "AcSB”) issued CICA Handbook Section 3064, “Goodwill
and Intangible Assets”, which establishes standards for the recognition, measurement,
presentation and disclosure of goodwill and intangible assets. CICA 3064 expands on the criteria
for recognition of intangible assets that can be recognized. CICA 3064 applies to internally
generated intangible assets such as research and development activities and rights under
licencing agreements. The section also indicates that expenditures not meeting the recognition
criteria of intangible assets are expensed as incurred. The Company adopted this new standard
effective September 1, 2009 in accordance with the transitional provisions which required
application of the standard on a retrospective basis. As a result of adopting this standard, the
Company has classified its broadcast rights as intangible assets. As a result of classifying
broadcast rights as intangible assets, these assets are classified as non-current assets whereas
previously they were classified as current and non-current depending on timing of expected usage
of the programs. Amoriization of broadcast rights is recorded as operating expenses in the
consolidated statement of earnings. As a result of the adoption of this section, total current assets
as at August 31, 2009 were reduced by $154.7 million with a corresponding increase in total non-
current assets. In addition, other current assets as at August 31, 2009 were reduced by $14.7
mitlion for program advances with a corresponding increase in broadcast rights. Under this section
broadcast rights are reviewed and tested for impairment in accordance with the impairment
provisions for long-fived assets or assets to be disposed of by other than sale and are no longer
carried at the lower of cost and net realizable value. In addition, the Company increased broadcast

rights payable by $33.2 million with a corresponding decrease to accounts payabie and accrued
liabilities. :

Proposed Accounting Changes

Business Combinations and Non-Controlling Interests

The AcSB issued CICA Handbook Section 1582, "Business Combinations" and entiities adopting
CICA 1582 will alsc be required to adopt CICA Handbook Sections 1601, "Consolidated Financial

~ Statements”, and 1602, "Non-Controlling Interests". These sections repiace the formerCica

Handbook Sections 1581, "Business Combinations" and 1600, "Consolidated Financial
Staternents" and establish a new section for accounting for a non-controliing interest in a
subsidiary. CICA 1582 will require additional use of fair value measurements, recognition of
additional asssts and liabilities and increased disclosure. CICA 1601 and 1602 will require a
change in the measurement of non-controlling interest and will require the change to be presented
as part of sharehoiders’ equity. These standards will become effective for business combinations
far which the acquisition date is on or after September 1, 2011. The Company is currently
considering the impacts of the adoption of such s’[andard

Multiple Deliverabie Revenue Arrangements

in December 2009, the Emerging Issues Committee of the CICA issued EIC 175, “Multiple
Deliverable Revenue Arrangements”. EIC 175 which replaces EIC 142, "Revenue Arrangements
with Multiple Deliverables” addresses some aspects of the accounting by a vendor for
arrangements under which it will parform multiple revenue-generating activities. This new standard
is effective for the Company's interim and annual consolidated financial statements commencing
September 1, 2011 with earlier adoption permitted. The Company is assessing the impact of the
new standard on its consolidated financial statements.



4. CANWEST MEDIA CREDITOR PROTECTION AND RECAPITALIZATION PLAN

Recapitalization Agreement and Related Agreements

On October 5, 2002, the Canwest Media Entities entered into the Recapitalization Agreement with
the Ad Hoc Committee pursuant to which they intend to pursue a recapitalization transaction
related to the Canwest Media Entities. The Recapitalization Agreement was the result of extensive
arm’s length discussions between the Company and the Ad Hoc Committee, Under the terms of
the Recapitalization Agreement, among other things, the Ad Hoc Committee agreed 1o vote in
favour of the Recapitalization Pian and not 1o transfer their interests in the 8% Notes except to
other members of the Ad Hoc Committee and the Canwest Media Entities agreed to use
reasonable efforts to complete the Recapitalization Plan upon the terms set out in the
Recapitalization Agreement.

The terms of the Recapitalization Agreement require that an equity investment in Restructured
Canwest by one or more Canadian investors be completed on or prior to the completion of a
restructuring transaction. On February 11, 2010, the Company entered intc the Subscription
Agreement with Shaw pursuant to which Shaw agreed tc make an equity investment in
Restructured Canwest, a support agreement with Shaw and the Ad Hoc Committee (the "Shaw
Support Agreement”), and an amendment of the Recapitalization Agreement with the Ad Hoc
Committee (the "Amended Recapitalization Agreement”). On February 19, 2010, the Court granted
an order sanctioning these agreements, upon which they became effective.

Together, these agreements set out the amended terms and conditions of the proposed
recapitalization of the Canwest Media Entities. The support of the proposed recapitalization by the
Ad Hoc Committee and by Shaw is subject to the satisfaction of a number of conditions, and the
agreements may be terminated under certain circumstances. '

Under the Subscription Agreement, Shaw has agreed to purchase $95 million in voting shares of
Restructured Canwest, representing a 20% equity interest and an 80% voting interest upon its
emergence from the Canwest Media CCAA Proceedings.

The amended terms of the Recapitalization Plan, as set out in the Amended Recapitalization
Agreement, contemplate that the affected creditors of the Canwest Media Applicants whose claims
are compromised under the Recapitalization Plan, including the holders of the 8% Notes, will
receive either an equity interest in Restructured Canwest or cash payments in amounts equai to

~ the value of the equity interest that they would otherwise have received. Affected creditors
(including members of the Ad Hoc Committee) who would otherwise be entitied to receive at least
5% of the equity of Restructured Canwest may elect to receive equity or cash in full satisfaction of
their claims. All other affected creditors, including those eligible to receive shares of Restructured
Canwest, but which have elected not to receive shares, will receive cash payments to extinguish
their claims, in amounts equal to the value of the equity that they wouid have otherwise received
under the Recapitalization Plan. Existing shareholders of Canwest Global will receive cash
payments in exchange for their shares equivalent in the aggregate to 2.3% of the implied equity
value of Restructured Canwest. Shaw has agreed to fund certain of these cash payments 1o
affected creditors and shareholders in exchange for additional voting shares of Restructured
Canwest which would result in Shaw’s equity interest increasing above the initial 20%. Members of

the Ad Hoc Committee have the right to participate with Shaw inthe funding of this additional
commitment.

Based on the Shaw equity subscription, Restructured Canwest has an implied equity value of $475
million. The implied equity value of Restruciured Canwest attributable to affected creditors other
than the holders of the 8% Notes is not to exceed 18.5% of the total outstanding equity of
Restructured Canwest on its emergence from the CCAA protection.



The terms of the Amended Recapitalization Agreement, the Subscription Agreement and the Shaw
Support Agreement coniemplate that, upon its emergence from the CCAA protection, Restructured
Canwest would be a private company and that all existing equity settled stock based compensation
plans would be terminated without compensation. Following successful caompletion of the
recapitalization transaction, Restructured Canwest would be de-listed from the TSX Venture
Exchange and would apply to cease fo be a reporting issuer under Canadian securities laws.

Restructured Canwest would be managed and operated as a stand-alone business with its own
board of directors.

The Subscription Agreement contains an exclusivity covenant in favour of Shaw and sets out
liguidity mechanisms to provide equity holders with the ability to divest of their eguity interests in
Restructured Canwest. It also sets out the principal terms of a shareholders’ agreement to be
entered into by the shareholders of Restructured Canwest upon its emergence from the CCAA
protection with respect to capital structure, governance, shareholder rights and other matters. The
Subscription Agreement may be terminated in ¢ertain circumstances, including by Canwest Glcbal

in the event that the Shaw Support Agreement between the Company, Shaw and the members of
the Ad Hoc Committee is terminated.

Under the Amended Recapitalization Agreement, the Subscription Agreement and the Shaw
Support Agreement, there are a number of conditions which must be satisfied in order for the
Recapitalization Plan to be completed, including that, among other things, the resulting equity
structure of Restructured Canwest must cornply with the Canadian ownership and control
requirements of the Canadian Radio-television and Telecommunications Commission (the
"CRTC"), the amended and restated sharehciders’ agreement concerning CVW Media must be
amended and restated or otherwise addressed in @ manner agreed to by the Company, Shaw and
the Ad Hoc Committee or disclaimed in accordance with the CCAA, the Company must maintain at
least a 35.33% ownership interest in the equity of CW Madia, the Company must be able to secure
financing, the Company must receive the necessary creditor and Court approvai of the
Recapitalization Plan to be able to emerge frorn the Canwest Media CCAA Proceedings, and the
Company must use $85 million of the proceeds from Shaw's equity subscription to reduce amounts
due under the 8% Notes, The Amended Recapitalization Agreement and the Subscription
Agreement may be terminated by the Company, Shaw or the members of the Ad Hoc Commitiee,
as applicable, upon the occurrence of certain events, including a material adverse change in the
financial condition cf the Company, regulatory impediments that would make the completion of the
Recapitalization Plan unlikely or unsatisfactory to the parties, a default under the terms of the DIP
financing or the CW Media debt, absence of the creditor approval of the Recapitalization Plan by
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“April 15, 2010 {unless such date is extended) and non-cornpletionof the transactions set cutinthe =

Recapitalization Plan by August 11, 2010, The Canwest Media Applicants are currently in
negotiations with the Ad Hoc Committee with respect to the extension of certain of the milestones
set out in the Amended Recapitalization Agreement.

The Subscription Agreement, the Amended Recapitalization Agreement and the Shaw Support
Agresment contain a number of representations, warranties and covenants of the pariies. in
certain circumstances, Canwest would be reguired to pay Shaw a termination fee in the amount of
$5 million and reimburse Shaw for its costs and expenses up to a maximum amount of $2.5 million.

On closing, the Company is required to reimburse Shaw for its costs and expensas upto a
maximum ameunt of $2.5 million.

The Recapitalization Agreement, the Amended Recapitalization Agreement, the Subscription
Agreement and the Shaw Support Agreement have been filed on the System for Electronic
Document Analysis and Retrieval (SEDAR) and are available at www.sadar.com.

On March 8, 2010, the Goldman Sachs Parties brought a motion in the Ontario Court of Appeal for
leave to appeal the Shaw Approvai Order, which has yet to be adjudicated and has been resisted

by the Company. In the event that the motion for leave to appeal is granted, the Goldman Sachs
Partiss’ appeal would be permitted to proceed. '
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There is uncertainty related to the completion of the recapitalization transactions as described
above as a result of the number and complexity of the conditions that must be satisfied.

Creditor Protection

As contemplated by the Recapitafization Agreement, on Octaber 6, 2009, the Canwest Media
Applicants applied for and obtained an order from the Court providing creditor protection under the
CCAA. The Canwest Media initial Order provided for a general stay of proceedings for an initial
period of 30 days, which was subsequently extended to June 15, 2010 and is subject to further
extension by the Court. The Canwest Media Initial Order may be further amended by the Court
throughout the Canwest Media CCAA Proceedings based on motions from the Canwest Media
Applicants, their creditors or other interested parties. On October 6, 2008, certain of the Canwest
Media Applicants, through their Court-appointed Monitor, also made a concurrent petition for
recognition and ancillary relief under Chapter 15 of the U.S, Bankruptcy Code in the US Court. On

November 3, 2009, the US Court granted formal recognition of the Canwest Media CCAA
Proceedings.

On October 14, 2009, and amended on November 30, 2008, the Court authorized the Canwest
Media Applicants to conduct a claims procedure for the identification, resolution and barring of
claims against the Canwest Media Applicants. This procedure together with the current status of
the claims are described in note 8. '

The stay of proceedings generally precludes parties from taking any action against the Canwest
Media Applicants for breach of contractual or other obligations. The purpose of the stay is to
provide the Canwest Media Applicants with the opportunity fo stabilize operations and business
relationships with customers, vendors, employees and creditors and to allow the Company to

implement an orderly consensual recapitalization transaction while continuing its day-to-day
operations.

Under the terms of the Canwest Media Initial Order, FT1 Consulting Canada inc. was appointed as

the monitor {the “Monitor”) for the Canwest Media CCAA Proceedings. The Monitor has been

reporting and will continue to report to the Court from time to time on the Canwest Media

Applicants' financial and operational position and any other matters that may be retevant to the

Canwest Media CCAA Proceedings. In addition, the Monitor may advise the Canwest Media

Applicants on their development of a restructuring plan and, to the extent required, assist the
Canwest Media Applicants with a restructuring.

Business Operations

During the Canwest Media CCAA Proceedings, the Canwest Media Applicants continue {c operate
with the assistance of the Monitor and under the supervision of the Court. Pursuant to the Canwest
Media Initial Order, and subject to the conditions set out therein and the requirements set out in the
CCAA, the Canwest Media Applicants are required to pay all amounts due to governmental entities
related to employee deductions, sales taxes, and other taxes and assessments. The Canwest
Media Applicants are permitted to pay outstanding and future employee wages, salaries and
employee benefits and other employee obligations; pay ouistanding amounts for goods and
services from suppliers considered critical to the ongoing operations of the Canwest Media
Appilicants; and pay future expenses and capital expenditures reascnably necessary to carry on
the operations of the Canwest Media Applicants. The Canwest Media Initial Order also allows the
Canwest Media Applicants, subject to the provisions of the CCAA, to disclaim any arrangement or
agreement. Claims may be allowed related to damages of counterparties arising as a result of such

disclaimers. These claims will be recognized in accordance with the accounting policies of the
Company.



Financial Restructuring/Recapitalization

The Canwest Media Applicants are undertaking a financiat and corporate restructuring and intsnd
o propose a Recapitalization Plan as contemplated by the Amended Recapitalization Agreement
which must be approved by the requisite majority of affected creditors and sanctioned by the Court.
There can be no assurance that the Recapitalization Plan will be supported by the affected
creditors and sancticned by the Court, or that the Recapitalization Plan will be implemented
successiully,

DIP Financing

On October 6, 2009, the Court approved the conversion of Canwest Media’s existing secured
revoiving credit facility {see note 17} into a DIP financing arrangement in accordance with the
ferms set out in the credit facility entered into in May 2009. The DIP financing arrangement
increased the maximum borrowings available under the facility from $75 million to $10C million.
The availability under the facility is determined based on the value of the assets which secure the
facility measured on a weekly basis. On October 8, 2009, no amounts were drawn on the facility
and $10.9 million of the availability was utilized by letters of credit issued under the facility. The
facility matures on the earlier of October 6, 2010 and the date on which the Recapitalization Plan is
implemented, but is subject to an earlier maturity date under certain circumstances including
certain events of default as defined in the agreement. The facility sets out certain milestones
including a requirement to have crediior approval of the Recapitalization Plan by April 15, 2010.
The Company is currently in discussion with its DIP lender related 1o the extension of that
milestone. interest, principal and fees payable under the facility are not affected by the Canwest
Media CCAA Proceedings. All cash receipts of the Canwest Media Entities are required to be
applied to reduce amounts outstanding under the facility.

Priof’ity of Charges

The Canwest Media Initial Order created a number of new charges against substantially all of the
current and future assets of the Canwest Media Applicants which, subject to the terms of the
Canwest Media Initial Ordear, may rank in priority to certain other security interests, trusts, liens,
charges and encumbrances. Certain employee and commodity tax obligations are also subjectto a
super priority claim under bankruptcy legislation. These charges, in order of priority, include an
administration charge to secure amounts owing to certain restructuring advisors, up to maximum of
%15 million; a DIP Charge to the extent of any obligations outstanding under the DIP financing
arrangement described above; a directors’ charge to secure the indemnity created under the
Canwest Media Initial Order in favour of the directors of the Canwest Media Applicants and a key

__employee retention plan ("KERP”) charge, with equal priority, fo a maximum of $20 milion and $5.8¢

million, respectively, and an investor charge to secure the Company's obligation to pay Shaw the
fermination fee and to reimburse Shaw's costs and expenses in ceriain circumstances, up to a
maximum of $7.5 million, The directors’' charge and the KERP charge are postponed in right of
payment to the extent of the first $85 millicn payable under the senior secured promissory note
issued to a wholly-owned Irish subsidiary in retation to the receipt of proceeds on the sale of Ten
Holdings.



5. CANWEST LP CREDITOR PROTECTION AND PLAN

Canwest LP has not been in compiiance with the financial covenants of its senior secured credit
facilities {"Canwest LP Secured Credit Facilities”) since May 31, 2009. From May 2009 to August
2009 Canwest LP did not make interest and principal payments on its senior secured credit facility
and the associated hedging derivative instruments or in respect of its senior subordinated
unsecured credit facility ("Canwest LP Senior Subordinated Credit Facility”) or its senior
subordinated unsecured notes {“Canwest LP Senior Subordinated Notes'). These payments were
not made in order to preserve cash to fund operations while Canwest LP worked to negotiate &
potential recapitalization transaction. As a result of the payment default under the Canwest LP
Secured Credit Facilities, the hedging derivative instrument counterparties terminated the hedging
arrangements and demanded immsdiate payment of an aggregate of $68.9 million (the "Canwest
LP Secured Hedge Obligations™).

Effective August 31, 2009, the Canwest LP Entities entered into a forbearance agreement with the
administrative agent under the Canwest LP Secured Credit Facilities (the *Administrative Agent”)
under which the lenders agreed to not take any steps with respect to the defaults under the
Canwest LP Secured Credit Facilities and to work with management of Canwest LP {o develop and
implement a consensual pre-packaged restructuring, recapitalization, or reorganization of Canwest
LP and its subsidiaries. In accordance with the terims of the forbearance agreement, the lenders
cancelled all undrawn amounts under the revolving credit facility. Canwest LP agreed to pay the
interest owing and the continuing interest on its Canwest LP Secured Credit Facilities and the
interest amounts ouistanding under the Canwest LP Secured Hedge Obligations. The forbearance
agreement was subject fo a number of conditions and required the achievement of ceriain
milestones. The forbearance agreement, as extended, expired on November 9, 2009. Canwest LP
continued to pay the interest on the Canwest LP Secured Credit Facilities and the Canwest LP
Secured Hedge Obiligations. Canwest LP was also in default under the terms of its Canwest LF
Senior Subordinated Credit Facility and Canwest LP Senior Subordinated Notes and did not enter
into any forbearance arrangements with these unsecured lenders or note holders thereunder.

Canwest LP Support Agreement

On January 8, 2010, the Canwest LP Entities entered into & support agreement with the
Administrative Agent (the “Canwest LP Support Agreement”) which was approved by the Court on
January 8, 2010. The Administrative Agent acts on behalf of the lenders under the Canwest LP
Secured Credit Facilities and the Canwest LP Secured Hedge Obligations {collectively, the

“Canwest LP Senior Lenders™). The Canwest LP Support Agreement requires the CanwestLFP

Entities, among other things, (a) to commence CCAA proceedings; {b) to implement and make
effective a plan of compromise and arrangement under the CCAA (the "Canwest LP Senior
Lenders CCAA Plan™}; {c) to conduct a sale and investor solicitation process (“SISP”) with a view to
obtaining proposals from prospective purchasers or investors to acquire all or substantially all of
the assets of the Canwest LP Entities or to invest in the Canwest LP Entities or their business; (d) if
the SISP is not successful, to use their best efforts to implement the agreement for a newly
established corporation (“Acquireco”) capitalized by the Canwest LP Senior Lenders to acguire the
operations and substantially all of the assets of the Canwest LP Entities and to assume certain
liabilities of the Canwest LP Entities (the “Credit Acquisition”); and () to pay interest on Canwest
LP Secured Credit Facilities and Canwest LP Secured Hedge Obligations, expenses of the
Administrative Agent and its advisors, certain investment banking fees and consent fees to
Canwest LP Senior Lenders committing to the Canwest 1P Senior Lenders CCAA Plan.

The Canwest LP Support Agreement may be terminated by the Administrative Agent if there is a
breach by the Canwest LP Entities of any of the terms and conditions of the agreement, or if the
following milestones are not met: (a) a sanction order has not been obtained in respect of the
Credit Acquisition by May 15, 2010; or (b) the Credit Acquisition has not been completed by June
30, 2010. The Canwest LP Support Agreement automatically terminates upon the closing of the
Credit Acquisition or the closing of an offer accepted under the SISP.
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The Canwest LP Support Agreement provides that the Canwest LP Senior Lenders CCAA Plan
may be amended or extended prior to its completion. There is uncertainty related to its completion
as a result of the number and complexity of the conditions that must be satisfied.

Creditor Protection

As contemplated by the Canwest LP Support Agreement, on January 8, 2010, the Canwest LP
Applicants commenced CCAA proceedings (the “Canwest LP CCAA Proceedings”} by applying for
and obtaining the Canwest LP Initial Order. The Canwest LP Initial Order, among other provisions,
provides for a general stay of proceedings that has been extended to June 30, 2010 and may be
further extended by the Court. The Canwest LP Initial Order can be further amended by the Court
throughout the Canwest LP CCAA Proceedings based on motions from the Canwest LP
Applicants, their creditors and other interested parties. ‘

On January 8, 2010, the Court appointed FTI Consulting Canada Inc. as the monitor (the "Canwest
LP Monitor”). The Canwest LP Monitor will monitor the aciivities of the Canwest LP Entities, report
to the Court from time to time on the Canwest LP Entities’ financial and operational position and
any other matters that may be relevant to the Canwest LP CCAA Proceedings, advise the Canwest
LP Entities on various matters, assist the Chief Restructuring Advisor to the Canwest LP Entities
{the “CRA”), and supervise the SISP. CRS Inc. was appointed as the CRA. The CRA is responsible
for formutating and implementing the restructuring and/or recapitalization of al! or part of the
business and/or capital structure of the Canwest LP Entities. The Court also approved the
engagement of RBC Dominion Securities Inc. {the “Financial Advisor’} io provide investment
banking services to the Canwest LP Entities related to the SISP.

Pursuant to the Canwest LP Initial Order, and subject to the conditions set out therein and the
requirements set out in the Canwest LP Support Agreement, the Canwest LP Entities are (a)
required to provide and pay for the shared services between the Canwest LP Entities and Canwest
Media Entities; (b) permitied to pay outstanding and future employee wages, salaries and
empioyee benefits, employee related obligations and employee incurred expenses; (c) permitted to
pay outstanding amounts for goods and services from suppliers considered critical to the ongoing
operations of the Canwest LP Entities, sales taxes, certain amounts due to governmental bodies
and agencies, and amounts due under sales representation agreements; (d) permitted to pay
future expenses and capital expenditures reasonably necessary to carry on the operations of the
Canwest LP Entities; and (e) permitted to make available to National Post Inc., secured revolving

~ loans to a maximum of $12.9 million. The Canwest LP Initial Order also allows the CanwestLP

Entities, subject to the provisions of the CCAA, to disclaim any arrangement or agreement.

The stay of proceedings provided for in the Canwest LP Initial Order generally precludes parties
from taking any action against the Canwest LP Entities for breach of contractual or other
obligations. The purpose of the stay is o provide the Canwest LP Entities with the opportunity to
stahilize operations and business reiationships with customers, vendors, employees and creditors

and to aliow Canwest LP to implement an orderly restructuring while continuing its day-to-day
operations.

On April 12, 2010, the Court authorized the Canwest LP Entities to conduct a claims procedure for
the identification, resolution and barring of certain specified claims, other than claims of ihe
Canwest LP Senior Lenders, against the Canwest LP Entities. The claims procedure requires trade
creditors and other parties wishing to assert a claim against one or more of the Canwest LP
Entities for any indebtedness, liability or obligation arising on or before January 8, 2010, to submit
a proof of claim with the Monitor on or before May 7, 2010. Claims arising after January 8, 2010,

will be required to provide a proof of claim to the Monitor twenty-cne business days after being
provided a claim notice form.



Canwest LP Senior Lenders CCAA Plan

On January 8, 2010, the Court accepted for filing the Canwest LP Senior Lenders CCAA Plan,
authorized the Canwest LP Entities to seek approval of the Canwest LP Senior Lenders CCAA
Plan (which approval was obtained at the meeting of Canwest LP Senior Lenders held on January
27, 2010), and established the claims process for Canwest LP Senior Lenders.

The Canwest LP Senior Lenders CCAA Plan does not compromise or affect any claims other than
the claims of the Canwest LP Senior Lenders. The Canwest LP Senior Lenders CCAA Plan
requires repayment in full of all claims related to the Canwest LP DIP Facility (as defined below) on
the implementation date of the Canwest LP Senior Lenders CCAA Plan unless consent is received
from the lenders under the Canwest LP DIP Facility for such facility to be assumed in the Credit
Acquisition or a transaction under the SISP. The Canwest LP Senior Lenders CCAA Plan also
addressed the manner in which certain priority claims would be dealt with as further described
under the Credit Acquisition and SISP beiow. Under the Canwest LP Senior Lenders CCAA Plan,
the claims for the Canwest LP Secured Credit Facility and the Canwest LP Secured Hedge
Obligations are subject to a discount of $25 million.

Under the Canwest LP Senior Lenders CCAA Plan, Canwest LP Senior Lenders are entitled to (a)
receive debt and equity of Acquireco in exchange for their claims less a discount of $25 million and
have unpaid interest either paid on the implementation date or assumed by Acquireco or (b)

repayment of their claims less a discount of $25 million if a fransaction is completed under the
SiSP.

The ciaims process under the Senior Lenders CCAA Plan was completed on January 22, 2010 and
confirmed the amount of Canwest LP Secured Ciaims in the amount of $925.4 million as discussed
in note 9. The Canwest LP Secured Lenders CCAA Plan was approved by the Canwest LP Senior
Lenders in a meeting held on January 27, 2010.

Sales and Investor Solicitation Process

On January 8, 2010, the Court approved the SISP to determine whether a successful bid could be
obtained by the Canwest LP Entities to sell substantially all of their assets or to obtain an
investment in the Canwest LP Entities' business. If a successful bid is not obtained, the Credit
Acquisition, as described below, would proceed. A successful bid is either (a) a credible,
reasonably certain and financially viable offer that would result in a cash distribution to the
Canwest LP Senior Lenders in an aggregate amount equal to the amount of their claims less a

~ discount of $25 million (“Superior Cash Offer”) or (b) a credible, reasonably certain and financially

viable offer for the purchase of substantially all of the property of the Canwest LP Entities
(including an offer where the cash component of the offer is less than the discounted amount of
Canwest LP Senior Lenders’ claims as determined in (a)) or a reorganization of the Canwest L.P
Entities (“Superior Alternative Offer”}, in each case as approved by a formal vote of the Canwest
P Secured Lenders in which at least 66.7% in value of the secured debt under the Canwest LP
Secured Credit Facilities and the Canwest LP Secured Hedge Obligations and at least an absolute

majority in number of the Canwest LP Secured Lenders that participate in such vote approve such
transaction.

If a Superior Cash Offer or a Superior Alternative Offer (collectively, the “Superior Offer”) is
received, the Canwest LP Monitor, after consultation with the financial advisor and CRA, will
recommend to the Special Committee of the board of directors of Canwest Globai (the "Canwest
Global Special Committee”) the most favourable Superior Offer be selected and that a definitive
agreement be negotiated and settled, conditiona! upon Court approval and conditional on the
Superior Offer closing within 60 days after April 30, 2010. If the Canwest Global Special Committee
accepts the Superior Offer, the Canwest LP Monitor, in consuitation with the financial advisor and
the CRA, wili negotiate and settle a definitive agreement. If the Canwest Global Special Commitiee
does not wish to proceed with the Superior Offer, the Canwest LP Monitor will seek advice and
direction from the Court with respect to the SISP.
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If a Supericr Cash Offer is accepted, each of the Canwest LP Senior Lenders will receive its pro
rata share of the claims for the Canwest LP Secured Credit Facilities and the Canwest LP Secured
Hedge Obligations less a discount of $25 million in aggregate. Certain unaffected ciaims including
the Canwest LP DIP Facility, certain employee benefit claims, cash management obligations and
any secured claims ranking in priority will be paid. If 2 Superior Alternative Offer is accepted, the
Canwest LP Senior Lenders CCAA Plan will be terminated unless otherwise provided in such
Superior Alternative Offer.

On March 5, 2010, the initial phase of the SISP was completed with poiential bidders submitting
non-binding indicaticns of interest. In accordance with the SISP procedures, and following a review
of the non-binding indications of interest, the Canwest LP Monitor determined that there was a
reasonable prospect of obtaining a Superior Offer and on March 12, 2010, made a
recommendation to the Canwest Global Special Committee that the SISP continue for a further
seven weeks ("Phase 2"). The Canwest Global Special Committee accepted the Canwest LP
Monitor's recommendation, and Phase 2 of the SISP commenced on March 12, 20710. During
Phase 2, qualified bidders will be able to conduct due diligence and, in accordance with the SISP
procedures, may deliver final, binding proposals to the financial advisor on or before April

30, 2010, following which a determination as to whether a Superior Offer has been proposed will
be made in accordance with the terms of the SISP.

Acquisition and Assumption Agreement

If a Superior Offer is not obtained through the SISP, then, under the terms of the Canwest LP
Senior Secured Plan, the Canwest LP Entities are required to use all commercially reasonable
efforts to complete the Credit Acquisition. In connection with the Credit Acquisition, the Canwest
LP Senior Lenders would assign their claims under the Canwest LP Secured Credit Facilities and
Canwest LP Secured Hedge Obligations to Acquireco for a pro rata share of debt and equity to be
issued by Acquireco. Acquireco would enforce its security on the assets of the Canwest LP Entities
and acquire substantially all of the assets of the Canwest LP Entities, including the shares of
National Post Inc., and assume certain liabilities and claims of the Canwest LP Entities, unpaid
fees due to the Administrative Agent and unpaid interest due o the Canwest LP Senior Lenders.

Following the compietion of the Credit Acquisition, Acquireco will continue to hold an unsecured
claim against the Canwest LP Entities equal o the $25.0 million discount amount described under
the SISP. The Credit Acquisition, if approved, does not provide for any recovery for any equity
holders of any of the Canwest LP Entities. Prior to the transfer of the assets to Acquireco, the

Canwest LP Entities, Acquireco and the Canwest LP Monitor will agree upon (or the Courtwitt

determine) the amount of cash to be reserved fo pay certain priority charges, post-filing accounts
payable, certain employment related obligations of the Canwest LP Entities, certain claims of
government entities and the fees and costs of any trustee in bankruptcy of the Canwest LP
Entities.

DIP Financing

On January 8, 2010, certain of the Canwest LP Senior Lenders agreed to exiend to the Canwest
LP Entities a senior secured debtor-in-possession revolving credit facility (the "Canwest LP DIP
Facility”) in the maximum amount of $25 million, including a letter of credit sub-facility of up to $5
million. Cn January 8, 2010, the Court approved the Canwest LP DIP Facility and authorized the
Canwest LP Entities to execute definitive agreements related to the Canwest LP DIP Facility. The
definitive agreements were executed on February 5, 2010.



The Canwest LP DIP Facility is secured by substantially all of the current and future assets of the
Canwest LP Entities, subject only to a priority as listed in the priority of charges created in the
Canwest LP Initial Order, The Canwest LP DIP Facility is guaranteed by the Canwest LP Entities.
Under the Canwest LP DIP Facility, the availability of funds is determined by a borrowing base
hased on accounts receivable of the Canwest LP Entilies and the fair value of eligible real property
less certain reserves. Canwest LP has not drawn on the Canwest LP DIP Facility, and had the full
Canwest LP DIP Facility available to draw on based on the borrowing base calculations as at
February 28, 2010.

The Canwest LP DIP Credit Agreement places certain restrictions on the use of the financing and
contains certain financial and reporting covenants.

The DIP Facility matures, subject to acceleration under certain circumstances, on the earliest of; (i)
July 31, 2010; (i) the date of a plan of arrangement under CCAA has been implemenied by the
Canwest LP Entities; or (iii) the date on which the Canwest LP Initial Order expires without being
extended or on which the Canwest LP CCAA Proceedings are dismissed or converted into
bankruptcy proceedings. In addition, the Canwest L.LP DIP Facility is to be repaid with the net cash
proceeds of assets sales by the Canwest LP Entities. The Canwest LP DIP Facility will not be

affected by any plan of compromise or arrangement filed by the Canwest LP Entities under the
CCAA or any other restructuring.

Priority of Charges

The Canwest LP initial Order created a number of new charges against substantially all of the
current and future assets of the Canwest LP Entities which in accordance with the Canwest LF
Initial Order may rank in-priority to certain other security interests, trusts, liens, charges and
encumbrances. These charges, in order of priority, include {i) an administration charge o secure
amounts owing to the Canwest LP Monitor and certain restructuring and financial advisors, up to a
maximum of $3.0 million; {ii) a DIP charge to the extent of any obligations outstanding under the
Canwest LP DIP Fagility and the existing security interest granted by the Canwest LP Entities to
secure obligations under the Canwest LP Entities’ centralized cash management system up to $7.5
million, ranked on pari passu basis; (iii) a charge to secure fees payabie to the financial advisor
engaged to conduct the SISP, up to a maximum of $10.C million; and (iv) a directors’ charge 10
secure the indemnity created under the Canwest LP Initial Order in favour of the directors and
officers of the Canwest LP Entities and a management incentive plan ("Canwest LP MIP"} charge,
each with equal priority, to a maximum of $35.0 million and $3.0 million, respectively (the MIP

~_charge was subsequently increased to $4.3 million on March 26, 2010).

6. REORGANIZATION ITEMS CANWEST MEDIA APPLICANTS

These reorganization items represent revenues, expenses, gains and losses, and provisions for
fosses that are directly related to the Canwest Media CCAA Proceedings. Reorganization items
that have been included in net earnings {loss) for the three and six months ended February 28,

2010 are as follows:

For the three months ended For the six menths ended
February 28, February 28, February 28, February 28,
2010 2009 2010 2008
Professional fees 10,356 1,599 25,502 1,689
Contract repudiation - - 46,276 o
Provisions for contingencies 12,480 - 17,838 e
Other expenses 2,808 - 6,610 -
Foreign exchange gains (1,324) - {9905 o
Losses on asset disposals 1,413 1,443

25,713 1,588 87,734 1,599




Professional fees are related to developing the Recapitalization Plan and ongoing monitoring and
activities related to the Canwest Media CCAA Proceedings.

Contract repudiation includes management's estimate of allowed claims related to provisions for
contracts that have been disclaimed.

During the three and six months ended February 28, 2010, the Company recorded a provision for
$14 miltion for certain contingencies representing the Company’s estimate of the probable
settlement amount in respect of certain litigation claims. The provision has been recorded in
Reorganization items in the statement of earnings {loss}), and is included in liabilities subject to
compromise.

Other expenses include amounts accrued under the Canwest Media KERP and other costs related
1o the Canwest Media CCAA Proceedings. The cost of the Canwest Media KERP is shared by
Canwest LP. :

Foreign exchange gains result from changes in currency translation rates on liabilities subject to
compromise.

7. REORGANIZATION ITEMS CANWEST LP ENTITIES

These reorganization items represent revenues, expenses, gains and losses, and provisions for
losses that are directly related to the CCAA Proceedings of the Canwest LP entities.
Reorganization items that have been included in net earnings (loss) for the three and six months
ended February 28, 2010 are as follows:

For the three For the six
meonths ended months ended

February 28, 2010

Professional fees 12,633 19,292
Other expenses 2,106 4,583
Forelgn exchange losses 16,201 16,201

30,940 40,076

_Professional fees include amounts paid to advisors relating to the Canwest LP CCAA Proceedings

and the ongoing recapitalization process.
Other expenses include amounts accrued under the Canwest Media KERP and Canwest LP MIP.

Foreign exchange losses result from changes in currency translation rates on ligbilities subject to
compromise. -



8. LIABILITIES SUBJECT TO COMPROMISE - CANWEST MEDIA APPLICANTS

These liabilities subject to compromise are liabilities incurred prior to the CCAA filing date that may
be dealt with as affected claims under a Recapitalization Plan in the Canwest Media CCAA
Proceedings, contingent liahilities incurred prior to the CCAA filing that are likely to be accepted as
claims in the Canwest Media CCAA Proceedings as well as claims arising on or after the CCAA
filing date relating to repudiated or disclaimed leases, contracts, and other arrangements.
Generally actions to enforce or cause payment of pre-filing liabilities are stayed by the court order.

The liabilities subject to compromise are based on amounts expected to be allowed for known
clairms or potential claims to be resclved through the Canwest Media CCAA Proceedings. The
liabilities subject to compromise do not include amounts for contracts repudiated or disclaimed
subsequent to February 28, 2010, as such amounts are recognized under generally accepted
acocounting principles when the contracts are repudiated or disclaimed, or amounts reiated to
claims for employee benefits which represent actuarial gains or losses which are recognized in
accordance with accounting policies for employee benefit plans. It is reasonably possible that the
amount of liabilities subject to compromise will change in the near term due to negotiated
settlements, actions of the Courts, further developments with respect to disputed claims,

repudiation of contracts, other restructuring plans or other events. Such adjustments may be
material.

Claims Procedure

On October 14, 2009, and as amended on November 30, 2009, the Court authorized the Canwest
Media Applicants to conduct a claims procedure for the identification, resoiution and barring of
claims against the Canwest Media Applicants. The claims procedure contemplated that known
creditors and including employees who received claims packages from the Canwest Media
Applicants were required to submit disputes or revisions by November 19, 2009 (the “Claims Bar
Date") or December 17, 2009 (the "Extended Claims Bar Date") depending on when their claims
package was issued. Unknown creditors were reguired to submit a proof of claim on or before the
Claims Bar Date. The Court approved claims procedure provides that claims denominated in a
foreign currency are to be transiated into Canadian dollars using a ten day average exchange rate
for the period preceding the filing of a plan or compromise or arrangement and that interest and
penalties that would otherwise accrue during the post filing period would not be allowed. The
claims procedure order of the Court sets out certain processes to be followed by the Canwest

Media Applicants in disclaiming or resiliating any contracts or agreements and in the resolutmn of
" disputed claims.” "~

As part of the Canwest Media CCAA claims process, claims totaling $1.0 billion were filed against
Canwest Media by certain senior and subordinate lenders to Canwest LP related to debt owing by
Canwest LP to the senior and subordinate lenders. The claim alleges that Canwest Media took part
in the control of the business of Canwest LP and is therefore liable for the indebtedness of
Canwest LP as a general partner of it. The Company believes that the allegations in the Proof of
Claim fifed by certain senior and subordinate lenders of Canwest LP are substantially without merit
and not likely to have a material adverse effect on its business, financial condition or results of
operation. The outcome of this claim is not currently determinable.

As of February 28, 2010, a total of 1,765 claims (“Total Claims”) have been received and either
have been accepted, resolved or are pending resolution. The Total Claims filed amount fc $17.9
billion including intercompany claims of $0.7 billion (“intercompany Claims”).

The Canwest Media Applicants have identified that certain creditors have filed identical claims
against two or more of the Canwest Media Applicants ("Duplicate Claims") when the claimant
believes that multiple Canwest Media Applicants are jointly and severally liable for a single
obiigation or one or more of the Canwest Media Applicants have guaranteed another applicant's
indebtedness. The estimated amount of Dupllcate Claims is $14.7 billion.
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The Total Claims filed less Duplicate Claims and Intercompany Claims amount to $2.4 billion. Of
this amount, the Company has recorded $0.5 billion as liabilities subject to compromise on the
consolidated balance sheet as at February 28, 2010. The difference between the recorded
liabilities subject to compromise and the amount of Total Claims filed less Duplicate Claims and
Intercompany Claims amounts to $1.9 billion, and consists of $1.0 biltion related to the Canwest LP
senior and subordinated lender claim, $0.8 billion refated to legal claims for which the Company
recorded a provision of $14 million during the three and six months ended February 28, 2010 (note
6), and $0.1 billion of other differences. The Canwest Media Applicants continue to investigate
these other differences. Additicnal claims may be recognized by the Canwest Media Applicanis as
a result of this process and such additional claims may be material. The Recapitalization Plan, if
approved, will determine how each class of affected claims will be settled, including payment
terms, if applicable.

Liabilities subject to compromise do not include: (i) any liabilities of the Canwest LP Entities, the
National Post inc., or other entities not subject to the Canwest Media CCAA Proceedings; (ii)
liabilities incurred after the date of the CCAA filing by the Canwest Media Applicants, except for
liabilities related to repudiated or disclaimed contracts or restructuring provisions incurred after the
CCAA filing and (iii} liabilities that the Canwest Media Applicants expect ic pay either before or on
emergence from the Canwest Media CCAA Proceedings.

The liabilities subject to compromise as at February 28, 2010 are as foliows:

2010
Trade payables and accrued liabilities 94,082
Restructuring lizbiliiies 4,500
Long-term debt and accrued interest 449,337

547,919

Intercompany assets and liabilities (note 10) are eliminated in the preparation of the consolidated
financial statements. Certain intercompany liabilities may be subject to compromise and the related
intercompany assets may be impaired. These amounts may be material. The status of these
assets and liabilities will be determined in the Recapitalization Plan and is not currently known.
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9. LIABILITIES SUBJECT TO COMPROMISE - CANWEST LP ENTITIES

These liabilities subject to compromise are liabilities that have been stayed under the Canwest LP
CCAA Proceedings that may be compromised under the Canwest LP CCAA Proceedings. The
liabilities subject to compromise are recognized at management's best estimate of the amount
expected to be allowed under a claims process, but these amounts may change, and such
changes may be material. It is also possible that items not currently classified as liabilities subject
to compromise in these interim consolidated financial statements will be added or reclassified to
this category of liabilities at a later date. It is also possible that items currently classified as
liabilities subject to compromise will be reclassified out of this category should they be proven to be
fully secured. Further, under the Canwest LP CCAA Proceedings, certain contracts may be
disclaimed and claims may be recognized for such contracts. Any adjustments to this category may
prove to be material and, depending on their nature, may be recorded as Reorganization ltems.

The liabilities subject to compromise as at February 28, 2010 are as follows:

2010
Trade payables and accrued liabilites 7 59,844
Senior secured credit facilities and related hedging
_obligation ¥ 933,747
Senior subordinated unsecured notes 421,000
Senior subordinated unsecured cred facility ' 75,000
1,489,591

) These iiabilities are not affected by the Senior Lenders CCAA Plan. On Aprit 12, 2010 the Court
approved a claims process for certain of the unsecured creditors of the Canwest LP Enfities
see note 5.

@ As described in note 5, under the Canwest LP Senior Lenders CCAA Plan, the claims under
the Canwest LP Secured Credit Facility and Canwest LP Hedging Obligations have heen
determined to be $925.4 million. The provisions of the SISP and the Credit Acquisition, provide
that the Canwest LP Secured Lenders would receive proceeds of $800.4 miliion plus, inthe
case of the Credit Acquisition only, an unsecured claim against the Canwest LP Entities of $25
million. Because the Canwest LP Secured Claims are not expected to be fully satisfied due to
the $25 million discount, these obligations have been presented as liabilities subject to
compromise. The Secured Claim of $925.4 million differs from the recorded amount of $933.8
million due to foreign exchange fluctuations on the US denominated debt from January 8, 2010

“io February 28, 2010, — - - oo s e s e :
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10. CONDENSED COMBINED FINANCIAL INFORMATION CANWEST MEDIA ENTITIES

Presented below is the Condensed Combined Financial Information of the Canwest Media
Applicants as at and for the three and six months ending February 28, 2010, including the amount
of intercompany receivables and payables between the Canwesi Media Applicants and other
entities included in the unaudited consolidated financial statements. The intercompany balances
have been reflected net of any allowance for non-coliectability.

CONDENSED COMBINED STATEMENT OF EARNINGS

For the three For the six
months maonths
ended ended
February 28, 2010

Revenue 114,853 284,967
Operating expenses 114,361 . 250,230
Restruciuring expense (reversat) -~ [(B57) (743)
Settlement of regulatory feas - {21,871)
1,059 57 351

Amortization of preperty and equipment 8,927 14,089
Other amortizaticn 25 50
Operating income {ioss) (5,893) 43212
Interest expense, net 214 {8,637)
Foreign exchange gains {losses) ' (2,331) 13,780
Investment gains, losses and write-downs 1,777 3,808
Reorganization items (25,713} {87,734}
{31,946} {35,562)
Provision for {recovery of} income taxes 7,864 (3,256)
Loss before the following {39.810) (32,3086}
Interest in loss of equity accounted affiliates {112} (284)
Net loss for the period (39,922} (32,520)

CONDENSED COMBINED BALANCE SHEET
As at February 28, 201 :

ASSETS -
Current Assets :
Cash and cash eguivajents 115,355
Restricted cash : 10,934
Accounts raceivable 117,991
_Income taxes recoverable ] 1,260 _ B B
Other current assets 3,475
248,015
Other investments 1,318,808
Broadcast rights 103,754
Property and egquipment 154,341
Other assels 23,857
1,849,775
LIABILITIES
Current Liabilities
Accounts payable and accrued liabilities 41,216
Broadcast rights payable 86,994
Deferred revanue 113
128,323
Other long-term liabilities 24,888
Future income taxes 186,770
Amounts due to related parties 684,645
Liabilities subject to compromise 547,819
1,402,516
SHAREHOLDERS’ EQUITY 447,258

1,849,775
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CONDENSED COMBINED STATEMENT OF CASH FLOWS

CASH GENERATED (UTILIZ.ED) BY:

For the three
months
ended

For the six
months
ended

February 28, 2010

OPERATING ACTIVITIES

Net Ioss for the period (39,922) {32,590}
Reorganization iiems 25713 87,734
lterns not affecting cash
Amortization 6,952 14,139
Net non-cash interest expense - 1,301%
Future income tax recovery (856) (3.173)
Broadcast righis write-downs - 1,737
investment gains, losses and write-downs 43 {868)
Pension expense less than employer
contributions (950} (2,143)
Losses of equity accounted affiliates 112 284
Foreign exchange gains - (16,844)
Stock based compensation expense 347 916
(8,561) 50,693
Changes in non-cash operating accounts 59,940 (20,645)
Reorganization items - (14,737) (29,883)
Cash flows from cperating activities 36,842 165
INVESTING ACTIVITIES
Other investments (668) 211
Reorganization items 3,000 3,000
Restricted cash {4,488} {8,434)
Advances from relaied parties - 617,819
Purchase of property and equipment (1,484) (4,108)
(3,640) 608,490
FINANCING ACTIVITIES
Repayment of long-term debt - (497,560}
Repayments of revolving facilities, net of
financing cosis - (14,964}
- (512,524)
Net change in cash and cash equivalents 33,002 96,131
Cash and cash equivalents - beginning of
period 82,353 18,224
115,355

--Cash and cash equivalents — end-of period. -
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11. CONDENSED COMBINED FINANCIAL INFORMATION CANWEST LP ENTITIES

Presented below are the Condensed Combined Financial Information of the Canwest LP Entities
as at and for the three and six months ending February 28, 2010.

CONDENSED COMBINED STATEMENT OF EARNINGS

For the three For the six
months months
ended ended
February 28, 2010
Revenue 236,073 ¢ 500,751
Operating expenses 183,783 390,115
Restruciuring expenses (reversal) (80) 2,465
- 42 370 108,171
Amortization of intangibles 1,808 3,216
Amortization of property and equipment 9,815 19,160
Other amortization 47 95
Operating Income 30,900 85,700
Interest expense (29,629) (50,537}
Fareign exchange gains 18,030 53,859
Investmeni gains - 2
Reorganizaticn items {30,630) (39,766)
(10,3209) 49,258
Recovery of income laxes {15,338) (6,480)
Net earnings for the period 5,009 55,738

CONDENSED COMBINED BALANCE SHEET
As at February 28, 2010

ASSETS
Current Assets
Cash and cash equivalenis 85,282
Accounts receivable 125,153
Inventory 5,360
Income taxes recoverable 4,756
Other current assetls 13,757
. 234,308
Property and equipment 354,294
Other assets 8,791
Goodwill and intangible assets 891,268
1,488,661
LIABILITIES - - T T T m i e
Current Liabilities
Accounts pavable and accrued liabilities 93,675
Deferred revenug - 29,208
Obligations under capital leases 3,345
126,228
Other long-term liabilities 58,428
Obligations under capital leases 1,969
Future income taxes 684,776
Amounts due to related parties 939
Liabilities subject to compromise 1,489,591
1,741,931
SHAREHOLDERS' DEFICIENCY (253,270)

1,488,661




CONDENSED COMBINED STATEMENT OF CASH FLOWS

For the three For the six
months months
ended ended
February 28, 2010
CASH GENERATED (UTILIZED) BY:

OPERATING ACTIVITIES

Net eamings jor the period 5,009 55,738
Reorganization items 30,630 39,766
ltems not affecting cash
Amortization 11,470 22,471
Net non-cash interest expense 14,885 16,462
Future income tax recovery ) (4,039) (6,480)
investmeni gains - (2)
Pension expense less than employer
contributions (2,991) (10,497)
Foreign exchange gains {20,085) {53,892)
34,879 62,5686
Changes in non-cash operating accounts - 26,858 6,307
Reorganization itlems (14,539} (21,198)
Cash flows from operating activities 46,899 47,675
INVESTING ACTIVITIES
Other investments - 2
Purchase of properiy and equipment {1,990) {5,355)
(1,990} {5,353)
FINANCING ACTIVITIES
Repayments of revolving facililies, net of
financing costs 1,889 1,889
Payments of capital leases (1,519} {1,519
370 370
Net change in cash and cash equivalents 45,279 42 692
Cash and cash equivalents — beginning of
period 40,003 42,590

Cash and cash equivalents — end of period 85,282 85,282
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12. DIVESTITURES

On October 1, 2009, the Company sold its controlling interest in Ten Holdings, consisting of the
Company's Australian television and Out-of-nome operating segments (note 19). The Company
recorded a disposition of goodwill, intangible assets, other assets, long-term debt, and other
liabilities of $124.5 million, $233.0 million, $616.5 million, $366.4 million, and $561.6 million,
respectively.

The net proceeds received from the sale of Ten Holdings were advanced to Canwest Media in the
form of a $187.3 miliion senior secured promissory note secured by all property, assets and
undertakings of Canwest Media and certain guarantors, and a $430.6 million unsecured
promissory note, in each case by a wholly owned subsidiary (which is not a Canwest Media
Applicant) that previously held the shares in Ten Holdings. Advances under the senior secured
promissory note were used to repay outstanding principal and interest of the 12% secured notes,
repay all outstanding advances and interest on the secured revolving credit facility, and to provide
additional operating liquidity. Advances under the unsecured promissory note were deposited with
The Bank of New York Mellon, as trustee (the “Trustee”) for the 8% Notes, in a cash collateral
account for the benefit of the holders of the 8% Notes pursuant to a cash deposit agreement (the
“Cash Deposit Agreement”) between Canwest Media and the Trustee. Pursuant to the instructions
of a majority of the holders of the senior subordinated unsecured notes, amounts outstanding
under such notes were accelerated on September 30, 2009, and the funds held by the Trustee
pursuant to the Cash Deposit Agreement were appiied by the Trustee 1o a reduction of such
outstanding amounts. Foliowing the application of such funds and pursuant to further instructions
from a majority of the holders of the senior subordinated unsecured notes, the senior subordinated
unsecured notes were reinstated with an aggregate outstanding principal amount of US$393.2
milion. :

During 2009, the Company completed a review of five television stations that make up the E!
Network which was included in the Canadian television segment. As a result of this review, in
August 2009, the Company sold certain of the net assets of two of the El Network television
stations, CHCH-TV in Hamilton and CJNT-TV in Montreal and recorded a disposition of assets of
$3.5 million and liabilities of $1.2 million. On September 4, 20089, the Company completed the sale
of CHEK-TV in Victoria and recorded a disposition of liabilities of $0.2 million and recorded a gain
of $0.7 million on the saie of this station. Of the remaining stations, CHBC-TV in Kelowna was
rebranded as a Global Television Network affiliate and CHCA-TV in Red Deer was closed effective
~ August-31, 2009. The Company has determined that the E! Network did not meet the criteria for ...
classification as a discontinued operation. The loss from the operations of the E! Network for the
three and six months ended February 28, 2009 is summarized as follows:

For the three For the six

months months
ended ended
February 28, 2009

_Revenue 18,300 43,734

Operating expenses 28.356 63,658

Restructuring expenses {reversal) (357) 3,925

Broadcast rights write-downs 29,620 29,820
(39,319) {53,469}

Amortization of property and egquipment 712 1,388
QOperaling loss (40,031) (54,868)
Financing axpense {4) (6)
Impairment loss on property and equipment {10,377} (10,377)

Nei loss (50,412) {65,251}
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In May 2009, the Company sold its Turkey radio segment (note 19). The Company recorded a
disposition of broadcast licences, other assets, and liabilities of $13.3 million, $14.6 million, and
$1.0 million, respectively.

In March 2009, the Company sold The New Republic which was included in the Publishing

segment (note 19). The Company recorded a disposition of assets of $0.6 million and liabilities of
$2.7 million.

13. RESTRICTED CASH .

In May 2009, Canwest Media deposited cash of $2.5 million to secure its banking and cash
management services with the provider of those services. In November 2009, Canwest |LP
deposited funds into a trust for the purposes of satisfying iis obligation to Canwest Media. for the
Canwest Media KERP, the amount remaining as at February 28, 2010 was $2.2 million. In October
2009, Canwest Media transferred the assets and liabilities of the National Post Company, a
general partnership, to National Post Inc., a subsidiary of Canwest LP, for cash consideration of
$2.5 million. In December 2009, Canwest Television Limited Partnership sold the land and building
of CHCA-TV in Red Deer for proceeds of $3.0 million. Pursuant to the terms of the Approval and
Vesting Orders granted by the Court in respect of each such transaction, the net sale proceeds
from each transaction remain subject to the charges, mortgages, liens, claims, liabilities,
restrictions, security interests, trusts, deemed frusts and other encumbrances (collectively, the
“Claimg") that attached to the respective assets disposed of by the Canwest Media Applicants, with
the same priority as such Claims had with respect to the disposed assets immediately prior to their
sale. The Claims include the claims of CIBC Mellon Trust Company, as collateral agent under the
DIP financing arrangement, as well as the various charges provided for in the Canwest Media
Initial Order. As at February 28, 2010, the total restricted cash was $10.9 million. '

14, GOODWILL AND INTANGIBLE ASSETS

Broadcast Rights
The Company’s broadcast rights consist of the following:

Canadian CW Media
Television Television Total
-i-Net book value as at-August 31,2008 - o - 21288 - 4o - 2928208 —-i- - 350,463 -~
Additions for the year 367,811 152,459 1 520270
Amortization for the year (348,114) {121,937) {470,051)
Impairment (38,180) - (38,180)
Net book value as at August 31, 2008 102,772 258,730 382,502
Additions for the period 157,156 57,866 215,022
_Amortizatior: for the period {137,204 (54,473) | (191,767)
Impairment (1.737} - (1,737)
i Net book value as at February 28, 2010 120,897 263,123 384,020

Goodwill and Intangibles
During the six months ended February 28, 2010, the CW Media television segment acquired

broadcast licences for $0.3 million and recorded an impairment loss of $3.1 million on brands as a
result of the rebranding of a specialty television channel.

During the three and six months ended February 28, 2009, the Company recorded goodwill
impairment charges in its Publishing segment of $8285.1 million. In addition, the Company recorded
impairment charges of $89.1 million for mastheads in its Publishing segment and $86.0 million for
broadcast licences in its Canadian television segrnent.



15. RESTRUCTURING EXPENSES

30

The Company is centralizing certain functions including developing four state of the art broadcast
centres to support the production needs of its local television stations and enable the transition to
high definition. This initiative was conducted in three phases over the period from September 2007

to December 2009 and resulted in a net reduction in its workforce of 277 jobs. The total cost
associated with this initiative was $12.1 million of which .a reversal of nil and $0.2 million was

recorded during the three and six months ended February 28, 2010, respectively.

During 2009, the Company initiated certain cost containment initiatives in its Canadian television

segment, including the restructuring of its news operations at the E! Network. These initiatives

resulted in a workforce reduction of 149 positions. The total cost associated with this initiative was

$7.8 million of which a reversal of nil and $0.5 million was recorded during the three and six

months ended February 28, 2010, respectively.

During 2009, the Company initiated certain cost containment initiatives in its Publishing segment,
which are expected to result in a workforce reduction of 632 positions. These current initiatives are
expected to be complete by August 31, 2010 with total costs estimated in the range of $30 to $32
million. During the three and six months ended February 28, 2010, the Company accrued nit and
$2.5 million, respectively, related to these initiatives.

During 2009, the Company completed certain cost containment initiatives in its CW Media

felevision segment, with a workforce reduction of 30 positions and total employee termination costs

of $0.9 million.

segrment as follows:

" The restructuring liability, which consists of termination benefits, is summarized by operating

Canadian CW Media
Publishing television television Other Total
Balance — August 31, 2008 2,376 56,088 939 - 9,403
Accrued during the year 28,805 10,662 852 737 41,056
Payments made during the vear {21,758} (11,324) (1.736) - (34,818}
Balance — August 31, 2009 9,423 5,426 55 737 15,641
Accrued (reversed) during the period
2465 (743) - - 1,722
~_Payments made during the period (2,539) (477} (55} (110) {3.181)
Balance — February 28, 2010 9,349 4,206 - - 627 14,182




16. INCOME TAXES

The Company's provision for income taxes reflects an effective income tax rate which differs from
the combined Canadian statutory rate as follows:

For the three months ended For the six months ended
February 28, February 28,
2010 2009 2010 2009
(Revised notes (Revised notes
19 and 25) 19 and 25)

Income taxes at combined Canadian statutory

_fate of 30.02% (2009 - 31.08 %) e §13,386) (872,990) 12,864 _  (380,252)
Non-taxable portion of capiial (gains) losses (2,069} 3,274 (11,837) 14,152
Increase (decrease} in valuation allowance on
future tax assets 8,689 197,110 (15,245)
Effect of foreign income tax rates differing
from Canadian income tax rates 57 214 35
Change in expected future tax rates 1,354 3,830 13,105
Neon-deductible accretion expense 9,204 2,340 18,499
Non-deductible expenses 2,869 1,054 5,449
Partnership net earnings allocated to minority .
interests (238) {518) (919) (1,707)
Effect of intangible impairment ~ 312,430 - 312,430
Effect of uncertain tax positions (7,287) 3,268 (18.990) 4,380
Other {1,238) 2 (508) 1,077
Provision for (recovery of} income taxes (2,023) 160,044 2,243 174,467

The recognition and measurement of the current and future tax assets and fiabilities involves
dealing with uncertainties in the application of complex tax regulations in a number of jurisdictions
and in the assessment of the recoverability of future tax assets. Actual income taxes could vary
from these estimates as a result of future events, including changes in Income tax laws or the
outcome of tax reviews by tax authorities and related appeals. To the extent that the final tax
outcome is different from the amounts that were initially recorded, such differences, which could be
significant, will impact the income tax provision in the period in which the determination is made.



17. LONG-TERM DEBT

Principal
Outstanding
February 28, As at
Maturity 2010 February 28, As at August
(fiscal year) {millicns) 2010 31, 2009
_Canwest Media Inc..
Secured revolving credit facility'” 2011 - - 12,756
Secured notes {net of debt issuance costs : '
of nil (August 31, 2009 - $3 million))® 2010 - - 99,924
Senior subordinaied notes (net of debt
issuance costs of nil (August 31, 2009 - $1
mitlion))*™ 2012 US$393 413,840 838,507
Canwest LP:
Senior secured credit facilities — Canwest
LP DIP facility © 2010 - - -
Senior secured credit facilitiss - revoiver 2012 $118 117,889 116,000
Senior secured credit facilities - credit C :
(net of debt issuance costs of nil (August
31, 2009 -52 million}) 2012 $265 285,000 262,692
Senior secured credit facilities - credit D
(net of debt issuance costs of nil (August
31, 2009 - 34 million)) 2014 US3458 482 089 497,311
Senicr subordinated unsecurad credit
tacility (net of debt issuance cosis of nit
(August 31, 2008 -§1 millicn)) 2015 $75 75,000 74,235
Senior subordinated unsecured notes (net '
of debt issuance costs of nil {August 31, :
2009 -88 million)) 2015 US$400 424,000 429856
CW Media Holdings inc.:
Senior secured revalving credit facility 2013 - - -
Senior securad credit facility
(net of debt issuance costs of $9 million
(August 31, 2009 - $11 million}} 2015 UsH436 449,900 469,760
Senior unsecured notes including accrued
interest (net of debt issuance costs of $7
million {(August 31, 2009 -$8 million))*® 2015 Us$338 343,465 362,538
2,568,183 3,163,579
-Less long-term debt subject o compromise- - e e e
Canwest Media entitiss (note 8) (413,840} -
l.ess long-term debt subject to compromise
Canwest LP entities (noie ) {1,360,978) -
... 193,365 3,183,579
Less portion due within one year (4,698) (2,336,169)
L.ong-term portion 788,667 827.410

The ferms and conditions of the long-term debt are the same as disciosed in the August 31, 2009

audited consolidated financial statements, except as disclosed below.
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(3)

(4)

In October 2008, on commencement of Canwest Media CCAA Proceedings the Canwest
Media revolving $75 miliion secured credit facility was converted to a DIP loan facility and the
maximum availability was increased tc $100 million. The facility bears interest at the greater of
prime rate and 2.25% plus an applicable margin. The capacity available under the facility is
caiculated based upon the value of certain assets that secure the facility inciuding accounts
receivabie and property and equipment, capped at $100 million. As at February 28, 2010, there
was an additional $63 million available under the facility net of letters of credit of $11 million.
The facility is secured by all current and future assets of Canwest Media and its wholly owned
Canadian television operations but excludes the restricted cash securing its banking and cash
management services (see note 13). The faciiity is guaranteed by Canwest Global, Canwest
Media and substantially all of the wholly owned subsidiaries of Canwest Media, excluding
Canwest LP and its subsidiaries. All receipis of the Canwest Media Entities are applied against
amounts outstanding under the revolving facility daily. This facility is not subject to compromise.
On QOctober 1, 2009, Canwest Media repaid its US$94 million secured notes for $101 miliion.
The notes carried interest at 12% and were secured by a first charge against the shares held in
Ten Holdings and a second charge on all assets that secure the secured revolving credit facility
of Canwest Media as described in (1). The notes were guaranteed by the Company, Canwest
Media and substantially all of the wholly owned subsidiaries of Canwest Media excluding
Canwest LP and its subsidiaries,

On October 1, 2009, Canwest Media repaid $396 million {US$368 million} senior subordinated
notes and accrued interest of $34 million (US$32 miilion). Canwest Media is in default under
the terms of the 8% Notes indenture as a result of not making interest. payments that were due
in September 2009. Canwest Media and the Ad Hoc Committee agreed to a forbearance
agreement and a series of extensions under which the 8% Note holders would not exercise
their rights to demand payment thereby allowing sufficient time for a recapitalization of the
Company. On October 5, 2009, the Company entered into the Recapitalization Agreement with
the Ad Hoc Committee setting out the principal terms of the proposed recapitalization of the
Company, which terms were subsequently amended pursuant to the Amended Recapitalization
Agreement. The Amended Recapitalization Agreement sets out a number of conditions and
milestones and expires in August 2010 or earlier if certain conditions are not met. The 8%
Notes are subject to compromise and have been classified as liabilifies subject to compromise.
The Company ceased accruing interest on these notes effective on the date of the Canwest
Media CCAA Proceedings. The interest which would have accrued from October 6, 2009 to
February 28, 2010 was $14.4 million (US$13.7 million).

which nil was drawn at February 28, 2010. The facility is secured by substantially all of the
current and future assets of the Canwest LP Entities and matures subject to acceleration under
certain circumstances on the earliest of (i} July 31, 2010; (ii) the date on which a plan of
arrangement under the CCAA has been implemented by the Canwest LP Entities; or (iii) the
date on which the Canwest LP Initial Order expires without being extended or on which the
Canwest LP CCAA Proceedings are dismissed or converted into bankruptcy proceedings.

The senior unsecured notes have a variable prepayment aption at a premium of 106.75 in 2011
which declines on a straight line basis {c par in 2013. The prepayment option represents an
embedded derivative that is to be accounted for separately at fair value. As at February 28,
2010, the estimated fair value of the prepayment option is $5.1 million (August 31, 2009 — nil).
During the three months and six months ended February 28, 2010 the Company recorded a
recovery of $3.7 million and $5.1 million, respectively (2008 — nil) in interest expense in the
statement of earnings (loss) retated to the prepayment option.

39.

~ Canwest LP entered into a $25 million senior secured debtor-in-possession credit facilityof



18. FINANCIAL INSTRUMENTS AND FINANCIAL INSTRUMENTS RISK MANAGEMENT

The financial instruments and financial instruments risk management are the same as disciosed in
the August 31, 2009 audited consolidated financial statements, except as disclosed below.

FForeign exchange risk

The Company has exposure on US dollar denominated debt of US$1,589.5 million. As at February
28, 2010, if the Canadian dollar had weakened or strengthened by 1% against the US dollar with
ali other variables held constant, after tax net earnings (loss) for the year would have been $13.5

million higher or lower, respectively, as a result of foreign exchange gains (losses) on translation of
US doilar denominated debt.

Interest rate risk

The Company’s interest rate risk arises from borrowings issued at variable rates which expose the
Company 1o cash flow interest rate risk. Borrowings issued at fixed rates expose the Company to
fair value interest rate risk. Refer to Notes 1, 4 and 5 above for the impacts on the Company's
interest rate risk since August 31, 2009 as a result of the CCAA proceedings.

Liguidity risk
Liquidity risk is the risk that the Company will encounter difficulty in meeting obligations associated

with its financial liabilities and other contractual obligations. Refer to Notes 1, 4 and 5 above for the

impacts on the Cormpany's liquidity risk since August 31, 2009 as a result of the CCAA
proceedings.

At February 28, 2010, the Company had cash on hand of $245 million including $87 million of
Canwest LP cash, $39 million at CW Media and $119 million of Canwest Media cash.

19. DISCONTINUED OPERATIONS

In November 2009, the Company abandoned its non-operating, former film and entertainment
subsidiary, Canwest Entertainment Inc., which was previously reporied in discontinued operations,

“and placed it into bankruptcy proceedings. As of the date of the bankruptcy filing, the Company -

ceased to have control or significant influence over the subsidiary as the ability to determine
strategic, operating, investing and financing policies was transferred to the trustee appointed in the
bankruptcy proceeding. Accordingly, the Company ceased consolidation of the subsidiary. The
Company recorded a dispesition of assets and kiabilities of $1 million and $9 million, respectively
and gains from discontinued operations of $8 million. The Company had outstanding intercompany
loans receivable from Canwest Entertainment Inc. and its subsidiaries in the amount of $421

million. The Company does not expect {o receive payments related io these loans which had been
previously provided for.

40
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In October 2009, the Company sold its controlling interest in Ten Holdings {(note 12). The Company
recorded a gain of $570 million on the sale of these shares, including a gain on realization of
foreign currency translation adjusiments of $3 million. The results of these operations were
classified as a discontinued operation in the consolidated statements of earnings (loss), the net
cash flows were classified as operating, investing and financing activities from discontinued
operations in the consolidated statements of cash flows and the assets and liabilities were
classified on the consclidated balance sheets as assets and fiabilities of discontinued operations.
Prior to the classification as a discontinued operation, the results of Ten Holdings were reported
within the Australian television and Out-of-home operating segments. The classification of Ten
Holdings as a discontinued operation increased earmnings from continuing operations by $38 million
and $21 million for the three and six months ended February 28, 2009, respectively. Cash flows
from operating activities of continuing operations decreased by $14 miliion and $41 million for the
three and six months ended February 28, 2009.

In May 2009, the Company sold its Turkish radio stations. The Company had previously concluded
that the expectations for these assets were not consistent with the Company's fong-term growth
strategy. The Company recorded a loss of $12 million on the sale of these stations. The results of
this operation were classified as a discontinued operation in the consolidated statements of
earnings (loss), the net cash flows were classified as operating, investing and financing activities
from discontinued operations in the consolidated statements of cash flows and the assets and
liabilities were classified on the consclidated balance sheets as assets and liabilities of
discontinued operations. Prior to the classification as a discontinued operation, the results of the
Turkish radio stations were reported within the Turkey radio segment. The classification of the
Turkey radio stations as a discontinued operation increased earnings from continuing operations
by $42 million and $41 million for the three and six months ended February 28, 2009, respectively.
Cash flows from operating activities of continuing operations decreased by $1 million and $4
millicn for the three and six months ended February 28, 2009, respectively.

in February 2008, the Company sold The New Republic. The Company had previously concluded
that the expectations for this asset were not consistent with the Company’s long-term growth
strategy. The Company recorded a gain of $3 million on the sale of this asset. The results of this
operation were classified as a discontinued operation in the consolidated statements of earnings
(ioss}, the net cash flows were classified as operating, investing and financing activities from
discontinued operations in the consolidated statements of cash flows and the assets and liabilities
were classified on the consolidated balance sheets as assets and liabilities of discontinued
operations. Prior to the classification as a discontinued operation, the resulis of The New Republic
were reporied within the Publishing segment, The classification of The New Republic as a

41

discontinued operation increased earnings from continuing operations by $3 million for boththe

three and six months ended February 28, 2009. Cash flows from operating activities of continuing
operations increased by $1 million for both the three and six months ended February 28, 2009.



The earnings from discontinued operations excluding the gain on sale of discontinued operations

are summarized as follows:

For the three months ended Fe bruary

28, 2009
Ten
Holdings - Other Total

Revenue 143,561 2,940 146,501
Loss from discontinued operations
before tax (67,654} (58,342) (122,998)
Income tax recovery (1,033) (11,064) {12,097
Minority interest (25,042) - {29.042)
Loss from discontinued operations (37,65679) (44,278) {81,857)
Loss from discontinued operations per
share;

Basic ($0.46)

Diluted ($0.48)

For the six months ended February 28,
2009
Ten
Holdings Other Total

Revenue 384,939 7,309 392,248
Loss from discontinued operations
before tax (25,262) (55,187} (80,44%)
Income tax expense (recovery) 11,812 (10,871) 1,041
Minority interest (16,208} - {16,208)
Loss from disconiinued operations {20.966) {44,316) {65,282)
L.oss from discontinued operations per
share:

Basic ($0.37)

Diluted ($0.37)

The carrying value of net assets related to discontinued operations are as follows:

February 28, August 31,
2010 2009
_Current assets : 266,230 _
Goodwill - 124,456
_Non-current assets - ...581,304
Current liabilites - (233,305)
Long-term debt - (366,372)
Cther long-term lizhilities - (328,292)

Net assets

46,021
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20. ACCUMULATED OTHER COMPREHENSIVE LOSS

Hedging
derivative
Foreign instruments
currency designated
translation as cash flow
adjustment hedges Total
Balance — August 31, 2008 2,530 (42,677) (40,147)
Other comprehensive income (loss) (2,530) 4,427 1,887 .
Balance — February 28, 2010 - (38,250) (38,250)

The unrealized loss on foreign currency interest rate swaps that is expected to be realized and.

recognized in interest expense over the next twelve months is approximately $17.5 million, net of
tax of $5.8 million.

During the three and six months ended February 28, 2010, $1.3 miliion and $18.6 million foreign
exchange losses, respectively (2009 — gains of $51.4 million and $307.1 million, respectively) were
reclassified to net earnings (loss) from accumulated other comprehensive loss, representing
foreign exchange losses on the notional amounts of the cash flow hedging derivatives. These
amounts were .offset by foreign exchange gains recognized on the related U.S. dollar denominated

. long-term debt. During the three months and six months ended February 28, 2010 and 2009, there

were no amounts recorded in net earnings (loss) which represented hedge ineffectiveness
associated with cash flow hedging instruments.

Puring the three and six months ended February 28, 2010, the Company reclassified $6.0 million
and $11.8 million, respectively (2009 — $8.8 million and $13.2 million, respectively} from
accumulated other comprehensive loss to net sarnings (loss). This amount has been recorded as a
charge fo interest expense and represents the effect of the hedging derivative instruments on the
Company’s interest expense.

During the three and six months ended February 28, 2010, due fo the sale of Ten Holdings (note
19}, the Company eliminated $6.3 million gains from accumulated other comprehensive loss as a
result of eliminating the related Ten Holdings' derivatives and reclassified $3.0 million gain from
accumulated other comprehensive loss related to deferred foreign currency adjustments.

~During the three and six months ended February 28, 2009, the Company recorded an unrealized ==

gain of $3.6 million and unrealized loss of $7.3 million on an available-for-sale investment,
respectively. The Company concluded that the net unrealized loss was other than temporary based
on the sale of the investment in March 2008, and accordingly reclassified $7.3 million to net
earnings (loss).
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21. EARNINGS PER SHARE

The following table provides a reconciliation of the numerators and denominators used in
computing basic and diluted earnings per share from continuing operations. No reconciling items in
the computation of net loss from continuing operations exist;

For the three months ended For the six months ended
February 28, February 28,
2010 2009 2010 2009
Basic weighted average shares outstanding *
during the pericd 177,646,539 177,646,636 177,646,538 177,646,539
Dilutive effect of restricted share units - - 547,700 -
Diluted weighted average shares cuistanding
during the pericd 177,646,539 177,646,539 178,194,239 177,646,539
Options ouistanding that would have been ‘
anti-dilutive 4,819,233 5,491,327 - 4,271,533 5,491,327

22. OTHER LONG-TERM INCENTIVE PLANS

The Company has long-term incentive plans for eligible Canadian television and CW Media
employees. Under the Broadcast Share Appreciation Rights Plan (“Broadcast SAR Plan™) and the
Broadcast RSU Plan, a notional share value is computed based on a formula which is not
representative of the fair value of the respective business.

Broadcast SAR Plan

Eligible participants receive grants of Broadcast SARs which entitle them to participate in the
growth in the notional share value of the broadcast operations. Regular share appreciation rights
(‘Regular SARs”) vest at a rate of 25% per year. Performance threshold share appreciation rights
("Performance Threshold SARs") vest at a rate of 25% per year if certain EBITDA growth rates, as
set by the Board, have been met. At the grant date the recipients can opt to have the SARs settied
at each vesting date or at the end of the four year term.

In November 2009, the Company issued 66,300 regular SARs and 17,600 Performance Threshold
SARs. At the time of issuance, the notional share value was $15.01. In November 2008, the

--Company issued-66,900 regular SARs and- 17,600 Performance Threshold SARs. Atthe timeof = =~ -

issuance, the notional share value was $12.76.

Operating expenses related to the Broadcast SAR plan was a recovery of $0.4 million for the six
months ended February 28, 2010 (2009 - a nominal expense).

Broadcast RSU Plan

Eligible participants receive grants of Broadcast RSUs which are settled at the end of a three year
term provided that specified performance goals or other factors as determined by the Board have
been met. The vested RSUs are settled through a cash payment equal to the notional share value

at the end of the most recently completed quarter prior to the settlement date times the number of
RSUs held.

In November 2009, the Company issued 36,200 Broadcast RSUs. At the time of issuance the

notional share value was $15.01. In November 2008, the Company issued 37,200 Broadcast
R&Us. At the time of issuance the notional share value was $12.76.

Operating expenses related to the Broadcast RSU plan was $0.6 million for the six months ended
February 28, 2010 (2009 — a nominal expense).



23. RELATED PARTY TRANSACTIONS

A company affiliated with the Company’s controlling shareholders owns Canwast Piace in
Winnipeg, Manitoba, a building in which the Company is a tenant. During the three and six months
ended February 28, 2010, rent paid to this company amounted to $0.3 million and $0.6 million,
respectively (2009 - $0.2 million and $0.5 million, respectively) and is included in operating
expenses. The annual obligations under these operating leases of $0.7 million and $0.4 miliion
continue until August 2010 and May 2018, respectively.

All related party tranéactions have been recorded at the exchange amounts, which are
representative of market rates. '

24. PENSION, POST RETIREMENT AND POST EMPLOYMENT BENEFITS

The Company has a number of funded and unfunded defined benefit plans, as well as defined
contribution plans, that provide pension, post retirement and post employment benefits to its
employees. lts defined benefit-‘pension plans are based on years of service and final average
salary.

Information regarding the components of net periodic benefit cost for the Company’s defined
benefit plans is presented below:

Post
retirement/employment
Pension benefits benefits
For the three months For the three months
ended February 28, ended February 28,
: 2010 2009 2010 2009
Current service cost 3,578 4,398 1,133 589
Accrued interest on benefits 7,550 7,963 1,153 879
Expected return on plan assets (6,831) {7,251} - -
Amortization of fransitional obligation {asset) {65) 110 75 76
Amortization of past service cosis 43 354 169 170
Amortizaiion of net actuarial loss (gain} 1,035 431 (88) (176)
Settlement ioss 289 - - -
Changes in valuation allowance (13 {8) - -
Total pension and post
—-retirement/femployment benefit expense- - —-6,298- ... .._. 5997 [ ...2.442 .. .. _.1538_..
Post
retirement/employment
Pension benefits benefits
For the six months For the six months
ended February 28, - ended February 28,
2010 2009 2010 2009
Current service cost 7,156 . 8,797 2,266 1,179
Accrued interest on benefits 15,100 15,827 2,306 1,757
Expected return on plan assets (13,662) (14,501) - -
Amortization of transiticnal obligation (asset) {(130) 220 150 152
Amortization of past service costs 86 709 338 338
Amortization of net actuarial loss (gain) 2,070 851 {178) (351)
Settlement loss 1,506 - - -
Changes in valuation allowance (2} (17N - -
Total pension and post
retirement/employment benefil expense 12,124 11,996 4,884 3,076




25. SEGMENT INFORMATION

The Company operates primarily within the Canadian publishing and television advertising
industries. Segment information has been retroactively revised to reflect the Company's current

reportable segment struciure due fo the sale of Australia television and out-of-home segments, the
Turkey radic segment and The New Republic.

Each segment operates as a strategic business unit with separate management. Segment

performance is measured primarily upon the basis of segment operating profit. The Company

accounts for intersegment revenue as if the revenue was to third parties.

.

Segment information and a reconciliation from segment operating profit to eamings (loss) before
income taxes are presented below:

Revenue' Segment operating profit Revenue!" @ Segment operating profit
For the three months ended For the three months ended For the six months ended For the six months ended
February 28, February 28, February 28, February 28,
200 2009 2010 2008 2090 2009 2010 2009
(Revised nole 19} {Revised note 19) (Revised nole 19) {Rovisad noie 19)
Operating Segments
Publishing 254,418 257,729 41,358 32,432 540,835 592,704 111,154 108,264
Television
Canaga' 125,948 148,795 4,648 2.240 296,942 342 694 51,753 27,948
CW Madia 94,928 B7.459 49,846 31,830 213,026 193,558 114,181 76,113
Total television 224,874 236,254 56,494 34,070 509,988 536,252 165,934 104,059
Intersegment
revenue (612} (549) - - {1,458) {1,178} - -
Corporate and other - - (4,159} {7,659) - - (7.325) {14,863)
478,680 493,434 93,693 58,843 1,049,345 1,127,778 269,783 185,480
Restructuring
expenses - 120 {18,169) - - (1,722) (32,695)
Broadcast rights
_write-downs - - - {28,620 - - (1,737) (29.820)
Settlement of
regulatory fees®™ - - - - - “ 29,416 -
478,680 493,434 93,813 11,034 1,049,345 1,127,778 295,730 133,165
Amortization of intangible assets 1,608 1,607 5,116 3,215
Amortization of propeny and equipment 18,081 21,059 38,045 40,541
Other amortization 77 a3 155 188
Operating income (logs) 73,047 (11,725) 252,404 85,221
Interest expense {48,685) (66,650) {101,168} {136,625)
_Accretion of long-tesm fiabilities 132.091) {9,829) (65,843) (38,062}
interest income 173 223 1,004 351
..Interest rate and foreign currency swap gains {losses) - {1,731) - 40,698
..Foreign exchange gains (losses) 20,604 (15,873) 86,036 183,379y
investment gains, losses and wriie-downs (43) {2,353) 870 (3,516)
-..Impairment loss on property and.equipment .. - S = 0,333) - oo e e e e e e e (333
Impairment losg on intangible assets - (185,108) (3,142) {185,108}
Impairment loss on goodwill - (895,110) - (885,110)
12,005 (1,198 ,494) 169,961 {1,221,863)
Reorganization items Canwest Media entities (25,713} {1,599) (87,734) {1,589)
Reorganization items Canwest LE entities (30,940) - (40,078) -
Earnings (loss) before incomne taxes and other items (44,648) (1,200,093) 42,151 (1,223,462}

{n

Represents revenue from third parties. In addition, the following segments recorded

intersegment revenue: Publishing - $0.4 million and $0.9 million for the three and six months

ended February 28, 2010, respectively (2009 — $0.3 millicn and $0.8 million, respectively)

Canadian television — $0.1 million and $0.3 million for the three and six months ended February
28, 2010, respectively (2009 — nil and nil, respectively), and CW Media television — $0.1 million
and $0.3 million for the three and six months ended February 28, 2010, respectively (2009 -

$0.3 million and $0.4 million, respectively).

2

months ended February 28, 2010, respectively (2009 — $373 million and $896 million,

respectively) and subscriber revenue of $116 million and $234 million for the three and six

months ended February 28, 2010, respectively (2009 ~ $114 million and $232 million,

respectively),

Revenue consists of advertising revenue of $363 million and $816 million for the three and six



®

{4}

On October 7, 2008, the Government of Canada and the Canadian Association of
Broadcasters reached a settlement regarding the legal dispute over the validity of the Part [l
Licence fees payable annually to the CRTC by television and radic broadcasters. As a result of
the ssttlement, during the six months ended February 28, 2010 the Company reversed into
earnings unpaid Part Il Licence fees of $23.0 million and $6.4 million related to the Canadian

television and CW Media ielevision segment, respectively, which were accrued as at August

31, 2009. :

Revenue for fiscal 2009 has been restated to reverse accruals related to retransmission fees
as the amounts were not determinable. The effect of this restatement for the three months
ended February 28, 2009 was to increase segment revenue and segment operating profit by
$2.5 million and to increase the provision for future income taxes by $1.6 million resulting in a
$0.8 million decrease in net loss for the Company. The effect of this restatement for the six
months ended February 28, 2008 was to decrease segment revenue and segment operating
profit by $3.5 million resulting in a $3.5 million increase in net loss for the Company. The
adjustment decreased the loss per share by less than $0.01 and increased the loss per share
by $0.02 for the three and six months ended February 28, 2009, respectively.

4
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PRICEAVATERHOUSE(QOPERS

PricewaterbouseCoopers LLP
Chartered Accountants

One Lombard Place, Suite 2300
Winnipeg, Maniloba

Canada R3B 0X6

Telephone +1 (204) 926 2400
Facsimile +1 (204) 944 1020

November 26, 2009
Auditors’ Report

To the Shareholders of Canwest Global Communications Corp.

We have audited the consolidated balance sheets of Canwest Global Communications
Corp. (the “Company”) as at August 31, 2009 and 2008 and the related consolidated
statements of loss, comprehensive loss, retained earnings (deficit) and cash flows for the
years then ended. 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. 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 alsc includes assessing the accounting

principles used and significant estimates made by management, as well as evaluating the
overall financial statement presentation,

In our opinion, these consolidated financial statements present fairly, in all material
respects, the financial position of the Company as at August 31, 2009 and 2008 and the

results of its operations and its cash flows for each of they%ar,s,theﬂ ended in accordance

~ with Canadian generally accepted accounting principles.
2’7{:@"/ @c%a’.r LLP

Chartered Accountants
Winnipeg, Canada

"PricewaterhouseCoopers” refers o PricewaterhouseCoopers LLP, an Ontarlo limited lizbility padnership, or, as the context requites,

the PricewaterhouseCoopers global network or other member firms of the netwerk, each of which is a separate and independent legal
enfity.



CANWEST GLOBAL COMMUNICATIONS CORP.
(Under Creditor Protection Proceedings as of October 6, 2009 — Notes 1 and 4)
CONSOLIDATED STATEMENTS OF LOSS
FOR THE YEARS ENDED AUGUST 31
{In thousands of Canadian dollars except as otherwise noted)

2000 2008
(Revised notes 3
and 21)
Revenue 2,867,459 3,126,682
Operating expenses 2,405,452 2,554,622
Restructuring expenses (note 8) 72,158 20,715
B ast rights write-downs 48,756 -
Retirement plan curtailment expense (note 24) 31,327 -
309,766 551,245
Amortization of intangible assets 7,978 9,040
Amortization of property and equipment 104,890 113,539
Other amortization 412 379
_Operating income 196,786 428,287
Interest expense {324 672) (328,517)
Accretion of long-term liabilities (note 14) {109,196) (67,560)
Interest income (note 73 2,445 21,946
interest rate and foreign currency swap losses
(notes 12 and 25) {150,327) (53,991)
Foreign exchange gains (losses) (note 25) 277,852 (10,219)
Investment gains, losses and write-downs (note
20) 52,512 (31,652)
Impairment loss on property and equipment
(note 9) {32,418} -
Impairment loss on intangible assets (note 11) {226,341) (408,484)
impairment loss on goodwill {note 10) (1,158,339) (596,825}

(1,471,598} (1,047,085}

“Provisicn for (recovery of) income taxes

{note 18) 165,181 (23,318)
Loss before the following (1,638,779) (1,023,767)
Minority interest 3 (42,439)
Interest in earnings of equity accounted

affiliates (note 7} - 1,181 39,889
Realized currency translation adiustments (718) 850
Net loss from confinuing operations (1,636,313) (1,025,367}
Loss from sale of discontinued operations o
mote 2 e e TERY T 8,970)
Loss from discontinued operations (note 21) (44,201} (9,808)
Net [oss from discontinued operations (52,958) (16,778)
Net loss for the year (1,689,269) (1,042,143)
Loss per share from continuing operations
(nole 17):

Basic ($9.21) ($5.77)
____Diluted (39.21) (35.77)
Loss per share (note 17):

Basic ($9.51) ($5.87)

Diluted {$9.51) ($5.87)

The notes constitute an integral part of the consolidated financial statements.
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CANWEST GLOBAL COMMUNICATIONS CQORP.
{Under Creditor Protection Proceedings as of October 6, 2009 — Notes 1 and 4)
CONSOLIDATED BALANCE SHEETS
AS AT AUGUST 31
(In thousands of Canadian dollars}

2009 2008
{Revised noles 3

and 21)

_ASSETS

Current A sels i
“Cash and cash equvalenis T T 0608t T3 4s
Restricted cash (note 6) . ‘ o 1edoz -
" Accounis receivable (nete25) . | ABB232 T 552,891

_ g, 710
ast rlghts B 278 194
(note‘iQ) . 52 7127
Assets of discontinued operations (note 21) - 1{) 924
. 518,832 1,014,732
Other investments (note 7) 9,152 08308
Investment in broadcast rights 208,123 181,630
Property and equipment (note 9) 644 108 711,132
Future income taxes (noie 19) 241,868 371,284
_Other assels 37,868 110,863
anglble assets (note 11) 1,462 487
Goodwill {nate 10) 1,142,431 2 312 838
Assets of discontinued operations (note 21) - 83,114
4,666,969 6,515,282
_MLIAB[LITIES
Accounts payable and accrued jiabilities (notes 8 and 25) . 573,944
Income taxes payable 34 485
Broadcast rights payable 108,805
Deferred revenue 36,713
Future income taxes (note 19) 38,268
Current portion of leng-term debt and obligations under capiial leases (notes 12 and 13) 2,330,562
Current portion of hedging derivative instruments (notes 12 and 25) 24,522
Current partion of derivative instruments (note 25) 6,497 143,821
Liabiiities of discontinued operations (note 21) - 4,683
] ! 3,163,796
_Long-term debt (note 12) 1,193,782
" Hedging derivative instruments (noles 12 and 25) 74,112
Derivaiive instruments (note 25) 3,083
Obligations under capital leases (note 13) 3,872
_Other long-term liabilitles T x5\« | N
Future income taxes {note 19) 159,827
Deferred gain (note 18) 174,017
Puttable interest in subsidiary (note 14) 645,216
_Minority interest : 125,147
Liabilities of discontinued operations (note 21} -
5,765,413
Going concern (note 1)
Commitments, contingencies and guarantees (note 29)
_Subsequent events (note 31)
i SHAREHOLDERS’ DEFICIENGCY
i Cap|_tal stock (note 15) 852,375
od 17,239
Defiet A AT
Accumulated com nsive loss (note 18) {40,147) (64 891)
{1,968,058} (303,533)
(1,098,444) 563,146
4,666,869 6,515,292

The notes constitute an integra! part of the consolidated financial statements.



CANWEST GLOBAL COMMUNICATIONS CORP.
{Under Creditor Protection Proceedings as of October 6, 2009 — Notes 1 and 4)
CONSOLIDATED STATEMENTS OF COMPREHENSIVE LOSS
FOR THE YEARS ENDED AUGUST 31
(In thousands of Canadian dollars)

2009 2008
{Revised note 3)
_Net loss for the year (1,889,265} (1,042 143)

Other comprehensive loss
Unrealized foreign currency translation
gains on net assets of self-sustaining
foreign operations 4,844 3,603
Realized foreign currency translation gains
(losses) on net assets of self-sustaining

foreign operations 718 (850)
Foreign currency translation adjustment
{note 18) 5,662 2,753

Change in fair value of hedging derivative
instruments designated as cash flow
hedges net of tax of $4.2 million (2008 -
_817.5 miliien (note 18) (24,091) {40,833)
Reclassification of change in fair value of
hedging derivative instruments designated
as cash flow hedges realized in net loss
for the year net of tax of $12.7 million
(notes 18 and 25) 43,273

19,182 (40,833}

Unrealized loss on avaiiable-for-sale

investment net of tax of nil (2008 — nil)

{note 18) {7,285) (30,929}
Reclassification of impairment loss on

available for sale investments realized in

net loss for the year net of tax of nil (2008

—nil) (notes 7 and 18) 7,285 32,716
- 1,787
Comprehensive |loss for the year (1,664,525) (1,078,436)

CONSOLIDATED STATEMENTS OF RETAINED EARNINGS (DEFICIT)
FOR THE YEARS ENDED AUGUST 31
D (ln'thousands of Canadia’n'doll'ars}""”’ o

2009 2008
{Revised note 3)

Retained earnings (deficit) — beginning of
year (238,642) 805,525
Accounting policy change, net of tax of $0.7

million {note 3) - (2,024)
{238 ,642) 803,501

Net loss for the year [1.689.269) (1,042,143}

Deficit — end of year (1,927,811) (238,642)

The notes constitute an integral part of the consolidated financial staiements.



CANWEST GLOBAL COMMUNICATIONS CORP.
{Under Creditor Protection Proceedings as of October 6, 2009 - Notes 1 and 4)
CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED AUGUST 31
(in thousands of Canadian dollars)

2009 2008
(Revised noies 3
and 21)
CASH GENERATED (UTILIZED) BY:
_DPERATING ACTIVITIES
Net loss for the year {1,689 269) (1,042,143)
__Nel loss from discontinued operations 52,956 16,776
items not affecting cash
Amortizaiion 112,980 122,958
Nel non-cash interest expense 49,172 42,257
Accreticn of long-term liabilities 109,198 57,560
Future income taxes 181,060 (84,127)
Realized foreign currency transiation adjustments 718 (850)
interest rate and foreign currency swap losses, net
of settlemenis 29 311 33,5851
Broadcast rights write-downs 48,756 -
Impairment loss on property and equipment,
intangible assets and goodwill 1,417,098 4,005,379
Investment gains, losses and write-downs (52,512) 31,652
Pension expense in excess of {less than) employer
cantributions (6,758) 7,379
Minority interest (3) 42,439
Earnings of equity accounted affiliaies {1,181} (32,989
Foreign exchange (gains) losses (277,011} 7,951
. Stock based compensation expense (note 15) 2,835 3,420
Repayment of non-cash accrued interest or long-termy
debt - (31,719)
(52,552) 202,494
Changes in non-cash operaling accounts (note 22) {68,907) (108,467}
Cash flows from operating activities of continuing
operations {121,459} 94,027
Cash flows from operating activities of discontinuad
operations {note 21) 16,920 (4,366)
Cash flows from operating activities (104,539) 59,661
INVESTING ACTIVITIES
QOiher investienis {note 7) 10,486 (2,580}
Restricted cash (note 6) (2,500} -
Hollinger settlement {note 28} 34,000 -
Proceeds from sale of discontinued operations 15,951 -
Payment of acquisition costs - (35,921)
_Gash from equity accounted affiliates {note 7} - 45,595
e Proceeds from sale of properly and eguipment - o o e 4 QG - - 938
Purchase of property and equipment (72,330) (128,013}
Investing activities of discontinued operations (27) {1,500)
(7,358) {122,280)
FINANCING ACTIVITIES
_Issuance of long-term debt, net of financing costs 98,950 308,978
_Repayment of long-term debt {note 12) (7,250) (311,822)
Advances (repayments) of revolving facilities, net of
financing costs (note 12) (154,483) 45412
_Settiement of hedging derivative insttuments 104,827 -
Swap recouponing payments (note 12) 5,000 (5,000)
Payments of capital ieases {3,651) (3,182)
Share issuance by Ten Network Hoidings Limited, net
of costs 120,671 -
Paymenti of distributions to minority interest (18,621) (54,622)
145,443 {20,238)
Foreign exchange gain (loss) on cash denominated in
foreign currencies {857) 2,463
Net change in cash and cash equivalents 32,589 {50,392}
Cash and cash eguivalents — beginning of year 73,462 123,854
Cash and cash eguivalents — end of year 106,051 73,482

The notes constitile an integral par of ihe consoclidated financial statements.
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CANWEST GLOBAL COMMUNICATIONS CORP.
(Under Creditor Protection Proceedings as of October 6, 2009 — Notes 1 and 4)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEARS ENDED AUGUST 31, 2009 AND 2008
{in thousands of Canadian dollars except as otherwise noted)

1. BASIS OF PRESENTATION AND GOING CONCERN

Creditor Protection ‘

On October 6, 2009, Canwest Global Communications Corp. {“Canwest Global” or the “Company”)
and certain of its subsidiaries voluntarily applied for and obtained an order (from the Ontario
Supericr Court of Justice (the “Court”) granting creditor protection under the Companies’ Creditors
Arrangement Act (Canada) ("CCAA™} ("Initial Order”). The order applies to Canwest Global,
Canwest Media Inc. {"Canwest Media"}, Canwest Television Limited Partnership, The National Post
Company and certain non-operating subsidiaries (collectively, the “Canwest Applicants”). Canwest
(Canada) Inc., Canwest Limited Partnership and its subsidiaries including Canwest Publishing Inc.,
and CW Investments Co. and its subsidiaries including CW Media Holdings Inc., are not included in
the filing. The Initial Order provides for a general stay of proceedings for an initial period of 30 days,
which was subsequently extended to January 22, 2010 and is subject to further extension by the
Court. The Initial Grder may be further amended by the Court throughout the CCAA proceedings
hased on motions from the Canwest Applicants, their creditors and cther interested parties. On
October 6, 2009, the Canwest Applicants, through their Court-appointed Monitor, alsoc made a
concurrent petition for recognition and anciltary relief under Chapter 15 of the U.S. Bankruptcy
Code of the United States Bankruptey Court (*US Court”). On November 3, 2009 the US Court
granted formal recognition of the CCAA proceedings. For additional information, see note 4,
“Creditor Protection and Recapitalization.” ‘

Basis of presentation and going concern issties

The Company is an international media company with interests in conventional television, specialty
television channels, out-of-home advertising, publishing and websites in Canada and Australia.
The Company’s operating segments include television, publishing and cut-of-home advertising.
The Canadian television segment includes the operations of Canwest Telavision Limited
Partnership which operates Globat Television Network, E! Network {see note 5), and six Canadian
specialty television channels. The CW Media television segment includes CW Investments Co.
{"CW Media’) which operates 18 Canadian specialty television channels. The Australian television
segment includes Ten Network Holdings Limited's (“Ten Holdings™) Ten Television Network
(subsequent to year end the company sold its interest in Ten Holdings, see note 31). The
Publishing segment includes the operations of the Canwest Limited Partnership which publishes a
number of newspapers and magazines, including metropolitan daily newspapers, as well as
operation of the canada.com web portal and other web-based operations, The National Post
operations are also included in the Publishing segment. The Qut-of-home advertising segment
includes Eye Corp Pty Limited, an out-of-home advertising operation which is indirectly wholly
owned by Ten Holdings.

The Company’s television broadcast revenue includes advertising revenue from a customer base
that is comprised primarily of large advertising agencies, which place advertisements with the
Company on behalf of their customers. In addition, the Company's specialty television revenue
includes subscription revenue which is derived from a variety of sources. Publishing revenue
includes advertising, circulation and subscriptions which are derived from a variety of sources.

The Company's advertising revenue is seascnal. Revenue and accounts receivable are highest in
the first and third quarters, while expenses are relatively constant throughout the year.
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These consolidated financial statements have been prepared on a going concern basis in
accordance with Canadian generally accepted accounting principles (“GAAP") which assumes that
consalidated Canwest Global (the “Company”} will continue in operation for the foreseeable future
and be able to realize its assets and discharge iis liabilities and commitments in the normal course
of business. However, the commencement of the CCAA proceedings, which are discussed further
in note 4, “Creditor Protection and Recapitalization,” and other uncertainties discussed below raise
substantial doubt about the Company’s ability to continue as a going concern.

The Company’s operating results and cash flows for the year ended August 31, 2008 reflect the
effects of the significant and sudden declines in advertising revenue for its Canadian television,
Australian television, OQut-of-home and Publishing cperations reflecting the weakened economic
environment. The significantly reduced advertising revenue has reduced cash flows from operations
and caused certain of these operations to be in default of the terms of credit facilities, notes
indentures and derivative financial instruments. As at August 31, 2008 the Company’s current
liabilities significantly exceed its current assets.

Canwest Media Entities Events

In March 2009, Canwest Media did not make an inierest payment of US$30.4 miliion which was due
on its 8% senior subordinated unsecured notes and is in default under the terms of that indenture.
The guarantors under the Canwest Media debt obligations include Canwest Global, Canwest
Media, Canwest Television Limited Parinership, the National Post Company and other wholly
owned subsidiaries (the “Canwest Media Entities”) but exclude Canwest (Canada) Inc., Canwest
Limited Partnership and its subsidiaries including Canwest Publishing Inc., CW Investments Co.
and its subsidiaries including CW Media Holdings Inc. and Ten Holdings and its subsidiaries.

In May 2009, Canwest Media entered into a new §75 million senior secured asset based loan
facility (the “ABL facility”} (note 12) and issued $105 million (US$94 million) secured notes (the
“12% Notes") (note 12) for cash proceeds of $100 million to certain holders of its 8% senior
subordinated unsecured notes. The proceeds were used to pay, in full, amounts owing under
Canwest Media's previous senior secured credit facilities and certain secured hedging derivatives,
as well as to finance operations.

On September 22, 2009 the Canwest Media Entities entered into & Cash Collateral and Consent
Agreement with an ad hoc committee of 8% senior subordinated unsecured note holders

representing over 70% of the 8% senior subordinated unsecured notes issued by Canwest Media
(the “Ad Hoc Committee™). On October 1, 2009, the Company sold its interest in Ten Holdings for

. net proceeds of $618 million (see note 31}. in accordance with the Cash Collateral and Consent.

Agreement the proceeds were advanced to Canwest Media by its wholly-owned Irish subsidiary
which held the investment in Ten Hoidings and were utilized as follows: $102 million to repay the
12% notes, $85 to repay the ABL facility and to provide operating liquidity and $431 million to
reduce its obligations under its 8% senior subordinated unsecured notes indenture. These
consolidated financial statements consolidate the operations of Ten Holdings. The disposat of Ten
Holdings will have a material impact on the consolidated assets, liabilities, revenues, expenses and
cash flows of the Company.

On October 5, 2009 the Canwest Media Entities entered into a CCAA Suppori Agreement with the
Ad Hoc Committee pursuant to which it intends {o pursue a proposed recapitalization transaction
related to the Canwest Media Entities (ncte 4). The proposed terms of the recapitalization
fransaction are set out in a Recapitalization Term Sheet (together with the CCAA Support
Agreement, the “Recapitalization Agreement”).

25
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On October 6, 2009, as set out in the terms of the Recapitalization Agreement, the Canwest
Applicants applied for and obtained creditor protection under CCAA and the Court approved the
conversion of the ABL facility into a debtor-in-possession ("DIP") financing arrangement. (notes 4
and 12). On October 14, 2009 the Court approved a claims procedure for the CCAA, which sets
out the process for identifying and verifying claims against the Canwest Applicants and the
directors and officers of the Canwest Applicants by the creditors affected by the CCAA filing.

On October 30, 2009, the Court granted an order approving the orderly transition and subsequent
termination of certain shared services arrangements between the Canwest Applicants and other
subsidiaries of the Company together with the transition of substantially all of the assets and certain
liabilities of the National Post Company to the Canwest Limited Partnership. This transaction will not
have an impact on the consolidated financial statements as it was an intercompany transaction.

The CCAA proceedings, discussed in note 4, “Creditor Protection and Recapitalization” provide the
Canwest Applicants with temporary relief from their creditors by preventing all secured and
unsecured creditcrs from proceeding against the Canwest Applicants. The DIP financing
arrangementis provide funding for operations during the course of the filing. Under the CCAA
proceedings the Canwest Applicants will prepare and fite a formal plan of arrangement which will
set out how the Canwest Applicants propose to dea! with their creditors affected by the plan
(“Recapitalization Plan”). The Recapitalization Plan will be subject to a vote by the affected creditors
and must be approved by a requisite majority of affected creditors and sanctioned by the Court. As
the Company is working to restructure to continue to operate as a going concern it believes the
going concern basis of presentation to be appropriate. It is not possible to predict the outcome of
the CCAA proceedings with certainty.

The completion of the Recapitalization Plan may materially change the carrying amounts of assets,
fiabilities and equity in future consolidated financial statements. The assets and liabilities in these
consolidated financial statements do not reflect any adjustments which may result from the CCAA
proceedings which commenced subsequent to August 31, 2009. These consolidated financial
staternents do not reflect (i) the realizable vaiue of the Company’s assets on a liquidation basis or
their availability to satisfy liabilities, (ii) the settiement amounts of liabilities that may be approved in
the Recapitalization Plan, (ili) the effect of any changes to shareholders’ (deficit) equity that may
result from the Recapitalization Plan or {iv) the effect on the Company’'s Consolidated Statements of
Loss regarding any changes made to the Company's business which may result from the
Recapitalization Plan including the effect of claims that may be unknown to the Company as at
__August 31, 2009 and arise as a result of the claims process or that may arise as a result of actions
taken during the CCAA proceedings such as the disclaimer of contracts. Adjustmenis resulting from
the Recapitalization Plan may be material.

The Company's subsidiary, Canwest Limited Partnership which includes the Canadian publishing
segment is pursuing its own financial restructuring, as discussed below, the outcome of which couid
involve a transfer of ownership interests and a change of control of Canwest Limited Partnership
such that the Company would no longer be its controlling shareholder. The transfer of confrol of
Canwest Limited Partnership would have a material impact on the consolidated revenue, cperating
expenses, net earnings, assets, liabiiities and cash flows of the Company. It is not possible to
predict the outcome of the Canwest Limited Partnership’s financial restructuring, and accordingly,
the realization of its assets and discharge of its liabilities are each subject to uncertainty,



For periods subsequent to the initiation of the CCAA proceedings the Company will distinguish
transactions and events that are directly asscciated with the recrganization from the ongoing
operations of the business. Accordingly, certain revenues, expenses, realized gains and iosses
and provisions for losses that are realized or incurred in the CCAA will be recorded as restructuring
items on the consolidated statements of earnings. In addition, pre-filing liabilities that may be
impacted by the reorganization process will be classified on the consolidated balance sheets as
liabitities subject to compromise. These liabilities will be reported at the amounts expected to be
allowed by the Court, even if they may be settled for lesser amounts. Interest expense on
compromised debt will not be accrued.

Upon the implementation of a recapitalization transaction there may be a2 substantial realignment of
the non-equity and equity interests in the Company and the Company may be required to
comprehensively revaiue the assets and liabilities of the Company based on the reorganization
value resulting from the plan of arrangement, referred to as “fresh-start” accounting. These financial
statements do not give effect to any adjustments that may be required during the period in which
the company is under CCAA or as a result of fresh start accounting.

Canwest Limited Partnership

Canwest Limited Partnership was not in compliance with the financial covenants of its senior
secured credit facilities on May 31, 2009. From May 2009 to August 2009 Canwest Limited
Partnership did not make interest and principal payments on its senior secured credit facility and
the associated hedging derivative instruments or in respect of its senior subordinated unsecured
credit facility or its senior subordinated unsecured notes. These payments were not made in order
to preserve liquidity to fund operations while Canwest Limited Partnership worked to effect a
recapitalization transaction. As a result of the payment default, the hedging derivative instrument
counterparties terminated the hedging arrangements and demanded immediate payment of an
aggregate of $68.9 million. Canwest Limited Partnership has not satisfied this demand and does
not have adeguate liquidity to satisfy this or any other such demand.

Effective August 31, 2009, Canwest Limited Partnership entered into a forbearance agreement
with the administrative agent under the senior secured credit facility under which the lenders
agreed to not take any steps with respect to the defaults under the senior secured credit facility
and to work with management of Canwest Limited Parinership to develop and implement a
consensual pre-packaged restructuring, recapitalization, or reorganization of Canwest Limited
Partnership and its subsidiaries. In accordance with the terms of the forbearance agreement, the
lenders cancelled all undrawn amounts under the revolving credit facility. Canwest Limited

Partnership agreed to pay the interest owing and the continuing interest on its senior secured loans

and on the amounts outstanding under the terminated hedging arrangements. The forbearance
agreement is subject to a number of conditions and requires the achievement of certain
milestones. The term of the agreement, originally October 31, 2009, was extended to November 9,
2009. This agreement has expired, however, Canwest Limited Partnership and its lenders under
the senior secured credit facilities continue discussions regarding the framework for a potential
financial restructuring. These creditors could demand the immediate repayment of the amounts
outstanding. As at August 31, 2009 the aggregate carrying value of amounts secured under the
senior secured credit facility was $953.4 mitlion. No such forbearance agreement has been entered
into with the Canwest Limited Partnership’s lenders under its senior subordinated unsecured credit
facility or the note holders under its senior subordinated unsecured notes. These creditors could
demand the immediate repayment of the amounts outstanding. As at August 31, 2009 the
aggregate carrying value of amounts oufstanding under the senior subordinated unsecured credit
facility and the senior subordinated unsecured notes was $513.0 million. Canwest Limited
Partnership would not have adeqguate liquidity to satisfy a demand for repayment under the senior

secured credit facilities, the senior subordinated unsecured credit facility or the senior subordinated
unsecured note indenture.
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There can be no assurance that the actions taken in the Company’s restructuring activities related
to the Canwest Media Entities and the Canwest Limited Partnership will result in improvements to
the financial condition sufficient to allow the Company to continue as a going congern. If the going
concern basis is not appropriate, adjustments may be necessary to the carrying amounts and/or
classification of the Company’s assets and liabilities. These adjustments may be material.

Other significant subsidiaries

CW Media Holdings Inc. and Ten Holdings have significant debt obligations (see note 12). These
obligations are subject to financial covenants that are based on operating resulits, financing
expenses and outstanding debt obligations. Each of these subsidiaries was in compliance with its
financial covenants as of August 31, 2009. The ability of these subsidiaries to maintain compliance
with their financial covenants in the future is dependent upon various factors, including the
advertising markets on which they rely.

2. SIGNIFICANT ACCOUNTING POLICIES

A summary of the significant accounting policies followed in the preparation of these consolidated
financial statements is as foliows:

Basis of presentation .
The consolidated financial statements are prepared in accordance with accounting principles

generally accepted in Canada. All amounts are expressed in Canadian dellars uniess otherwise
noted.

Principles of consolidation

The consolidated financial statements include the accounts of the Company, its subsidiaries, all
variable interest entities ("VIE's") for which it is the primary beneficiary with provision for non
controlling interests and the Company’s pro rata share of the assets, liahilities, and results of
operations of three Canadian specialty television channel joint ventures. During 2007, the
Company exchanged its economic interest in Ten Group Pty Limited (“Ten Group”) into common
shares of Ten Holdings resulting in 57% voting equity in Ten Holdings. Prior to the exchange, the
Company had determined that it was the primary beneficiary of Ten Group and, as a result,
consolidated Ten Group in accordance with CICA Accounting Guideline 15 (“AcG-157).

The Company holds a 67% voting interest and a 35% equity interest in CW Investments Co., the

“parent of CW Media"Holdings Inc., which in’direotly holds intergsts in 13 Canadian 'sp'e'ciélty T

television channels. The Company consolidates 100% of CW Media because the 65% equity
interest held by Goldman Sachs Capital Partners (“Goldman Sachs”) is classified as a financial
liability (*Puttable interest in subsidiary”). Certain cperations held by CW Media were held in trust
and operated by a trustee until the Canadian Radio-television and Telecommunications
Commission ("CRTC”") approved the iransfer of effective control of the trust assets to CW Media on
December 20, 2007, subject to certain conditions which were subsequently satisfied. Accordingly,
the Company has consolidated the results of these operations since December 21, 2007. While in
trust, these entities were accounted for using the equity method of accounting.

11



Variable Interest Entities

In May 2009 the Company sold its Turkey Radio operations. Prior to the saie it had a 20% equity
interest in Super FM and no equity interest in Metro FM, Joy FM and Joy Turk FM. The Company
provided interest free financing to a third party, who was unrelated 1o the Company but provided
legal and advisory services to the Company and certain subsidiaries, 1o acquire 100% of the equity
and voting interests in a Turkish Company which in turn owned 80% of the common shares of the
company that held the licence of Super FM and 100% of the common shares of the companies that
held the licences for Metre FM, Joy FM and Joy Turk FM (“Licence Companies”). The Company
issued interest free loans fo the companies that held the licences in order for these licence
companies to acquire the licences and related assets. The ioan arrangements with the third party
contained provisions which, subject to compliance with Turkish foreign ownership restrictions,
allowed the Company or its designate to acquire the third party’s ownership or allowed the third
party to put the shares to the Company or its designate for a specified amount which is equivalent
to the balance of the third party loan. The third party also agreed not to assign, transfer, sell,
encumber or grant any lien or security over the shares. The third party received no compensation
for his involvement in the structure, however, the third party did receive fees for the Turkish legal
services provided to the Company. The Company through wholly owned subsidiaries entered into
agreements tc provide operational, sales, and acvisory services to each station on a fee for service
basis {"Operational Agreements”) to the Licence Companies. The Licence Companies record
advertising revenue and paid expenses based on the Operational Agreements. The Company,
through directly owned subsidiaries, empioyed all the Turkish employees and provided services in
accordance with the Operational Agreements. As a result of the Company’s equity interest,
financing of the purchase and Operational Agreements, the Company determined that it was the
primary beneficiary, as defined by AcG-15, of these radio stations and accordingly, the Company
consolidated these radic stations.

The Company identified a VIE of which it is not the primary beneficiary and therefore, the entity has
not been consolidated. The Company has a 49% equity interest in and icans receivable from this
corporation which operates a specialty television channel. The channel is not operated by the
Company and the investment is accounted for using the equity method. The Company’s maximum
exposure to loss at August 31, 2009 is limited to the carrying amount of its equity interest of $2.9
miliion and loans receivable of $5.3 million.

The Company and Goldman Sachs each acquired, for nominai consideration a 50% equity interest
in 4437691 Canada Inc., which holds interesis in a number of limited partnerships. The limited
partnerships include various tax shelters which acquired rights, title and interest in certain film and

~television programs in-return for the exclusive right to-distribute-such-productions foran extended —-

period. The Company has determined 4437631 Canada Inc. is a variable interest entity and that
the Company is not the primary beneficiary, accordingly the investment is classified as available for
sale and is accounted for at cost. In accordance with its agreement with Goldman Sachs, the
Company may be required to fund 50% of the entity’s cash flow requirements. The Company and
Goldman Sachs expect that the funding requirements of 4437691 Canada Inc. will be minimal and
have agreed that a funding cap of $7.5 million would apply.

Investments

The Company accounts for investments in which it exercises significant influence, but not control,
using the equity method. A provision for loss in value of investments is recorded in net earnings
when a decline in fair value is considered other than temporary.
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Investment in broadcast rights

Investment in broadcast rights represent licenced rights acquired for broadcast on the Company’s
television channels. The Company records a liability for broadcast rights and the corresponding
asset when the programs are available for telecast. Broadcast rights are charged to operating
expenses as programs are telecast over the anticipated use. A loss is recognized when the
carrying amount exceeds net realizable value. Effective September 1, 2008, CW Media revised the
estimated number of showings attributable to its broadcast rights to reflect their planned usage.

The effect of this change in estimate for the year ended August 31, 2009 is not practicable to
measure,

Broadcast advances, included in other assets, represent payments for programming prior to the
licence window start date and are transferred to broadcast rights on the licence window start dats,
provided the programming has been delivered.

The investment in broadcast rights are segregated on the balance sheet between current and non-
current based on estimated time of usage. The broadcast rights liability is segregated on the
balance sheet between current and non-current based on the payment terms.

Foreign currency translation

The Company’s operations in self-sustaining foreign operations have been translated into
Canadian dollars in accordance with the current rate method. Assets and liabilities are franslated at
the exchange rates prevailing at the balance sheet dates, and revenue and expenses are
translated on the basis of average exchange rates during the periods. Gains or losses arising from
the translation of these accounts are recorded in accumulated other comprehensive income (loss)

(“AOCH"). An applicable portion of gains and losses is transferred to net earnings (loss) when there
is a reduction of the net investment.

Property and equipment

Property and equipment are recorded at cost. Amortization is provided over the assets' estimated
usefu! lives on a straight-line basis at the following annual rates:

Buildings 2% - 5%
Machinery and equipment 4% - 50%
| easehoid and land improvements 2 %% - 20%

_ Asset retirement obligations
The Company recognizes the fair value of a liability for an asset retirement obligation in the period ~—

in which it is incurred. This obligation is subsequently adjusted for the passage of time and for any
revisions to the timing or the amount required to settle the obiigation. Upon initial measurement of
an asset retirement obligation, a corresponding asset retirement cost is added to the carrying value
of property and equipment. This cost is amortized on the same basis as the related asset.
Changes in the asset retirement obligation due to the passage of time are recorded in interest
expense.

CRTC benefit obligafions

CRTC benefit obligations committed, as part of a business combination, are initially recorded at the
present value of amounts to be paid net any expected cash inflows determined using the initial
interest rate. The obligation is subsequenily adjusted for the incurrence of related expenditures, the
passage of time and for any revisions to the timing of the amount of cash flows. Changes in the
obligation due tc the passage of time are recorded in Accretion of long-term liabilities.
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Impairment of long-lived assets

Impairment of long-lived assets is recognized when an event or change in circumstancas causes
the assets’ carrying value to exceed the total undiscounted cash flows expected from its use and
eventuzl disposition. An impairment loss is calculated by deducting the fair value of the asset or
group of assets from its carrying value.

Disposal of long-lived assets and discontinued operations

Long-lived assets are classified as held for sale when specific criteria are met, in accordance with
CICA 3475, “Disposal of Long-Lived Assets and Discontinued Operations”. Assets held for sale are
measured at the lower of their carrying amounts and fair values less costs to dispose and are no
longer amortized. Assets and liabilities classified as held for sale are reported separately on the
balance sheet. A component of the Company that is held for sale is reporied as a discontinued
operation if the operations and cash fiows of the component will be eliminated from the ongeing
operations as a result of the disposal transaction and the Company will not have a significant
continuing invelvement in the operations of the companent after the dispaosal transaction. The
Company does not allocate interest on the parent company debt to discontinued opsrations.

Capitalization of interest

Interest is capitalized as part of the cost of certain assets whiie they are being prepared for use.
Interest of nil was capitalized in 2009 (2008 - $5.4 million).

Intangible assets
Broadcast licences, brands, site licences, newspaper mastheads, circulation and other intangible

assets are recorded af their cost which, for business acquisitions, represents the fair value at the
date of the acquisition. :

Circulation, site licences and other finite life intangibles are amortized over periods from 5 to 40
years. Finite life intangibles are tested for impairment when events or changes in circumstances
indicate that the carrying value may not be recoverable. Intangibles with indefinite lives are not
subject to amoriization and are tested for impairment annually or when indicated by events or
changes in circumstances. Impairment of an indefinite life intangible asset is recognized in an
amount equal to the difference between the carrying value and the fair value of the related
indefinite life intangible asset. The Company utilizes the Greenfield ar relief of royalty approach, as
appropriate, in determining the fair value of indefinite life intangible asseis.

. _Goodwill

Goodwill represents the cost of acquired businesses in excess of the fair value of net identifiable

assets acquired. Goodwill is tested for impairment annually or when indicated by events or
changes in circumstances by comparing the fair vaiue of a particular reporting unit to its carrying
value. When the carrying value exceeds its fair valug, the fair value of the reporting unit's goodwill
is compared with its carrying value to measure any impairment loss,

Revenue recognition

Television advertising revenue is recognized at the time commercials are broadcast. Subscriber
revenue from specialty television is recognized monthly based on subscriber levels. Subscription
and advertising revenue from publishing activities are recognized when the newspaper is
delivered. Revenue derived from out-of-home advertising is recognized over the period the
advertisement is displayed. Subscription revenue for news, business research and corporate

financial information services is recognized on a straight-line basis over the term of the subscription
or reievant contract.

Amounts received that do not meet all of the above criteria are recorded as deferred revenue on
the balance sheet.
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When a sales arrangement includes multiple advertising spots, the revenue is aliocated to
individual advertising spots under the arrangement based on relative fair values.

Income faxes

The asset and liability method is used to account for future income taxes. Under this method,
future income tax assets and liabilities are recognized for the estimated future tax consequences
attributable to differences between the financial statement carrying amounts and the tax bases of
assets and liabilities including equity accounted investments. Fuiure income tax assets and
liabilities are measured using substantively enacted tax rates in effect for the year in which those
temporary differences are expected to be recovered or settled. The effect on future income.tax
assets and liabilities of a change in tax rates is recognized in earnings in the period that includes
the substantive enactment date. Future income tax assets are recognized to the extent that
realization is considered more likely than not.

inventory

Inventory, consisting primarily of printing materials, is valued at the lower of cost and net realizable
values.

Pension plans and post retirement benefits

The Company maintains a number of defined benefit and defined contribution pension and other
post retirement defined benefit plans. For the defined benefit plans, the cost of pension and other
retirement benefits earned by employees is determined using the projected benefit method pro
rated on service and management's estimate of expected plan investment performance, salary
escalation, retirement ages of employees, expected health care costs, and other costs, as
applicable. For the purpose of calculating the expected return on plan assets, those assets are
valued at fair value. Past service costs from plan amendments are amortized on a straight line
basis over the average remaining service period of employses active at the date of the
amendment. For each plan, the excess of the net actuarial gain or loss over 10% of the greater of
the accrued benefit obligation and the fair value of plan assets at the beginning of the year is
amortized over the average remaining service period of active employees. Transitional obligations
are amortized on a straight line basis over the average remaining service life of the employees
expected to receive benefits under the plans as of September 1, 2000. When a curtailment arises,
any unamortized past service costs are recognized immediately and the increase or decrease in
benefit obligations is recognized as a loss or gain, net of unrecognized actuarial gains or losses.
Gains or losses arising from the settlement of 2 pension plan are only recognized when the

~ actuarial and investment risk is eliminated. The average remaining service period of employees

covered by the pension plans is 11 years (2008 — 11 years). The average remaining service period

of the employees covered by the past retirement defined benefit plans is 12 years (2008 - 12

years). For the defined contribution plans, the pension expense is the Company’s contribution to
the plan.

Cash and cash equjvalents

Cash equivalents are highly liquid invesiments with an original term to maturity of less than 80
days, are readily convertible to known amounts of cash and are subject to an insignificant risk of
changes in vaiue. Cash and cash equivalents are designated as held for trading, and accordingly,
are carried at fair value. Changes to fair value are recorded in net earnings (loss).

Share-based compensation

The Company and certain subsidiaries have share-based compensation plans as describad in note
15. The Company utilizes the fair value or intrinsic value approach to account for share-based
compensation issued that is equity or cash-settled, respectively. The fair value of share-based
compensation is recorded as a charge to net earnings (loss) based on the vesting period with a
credit to contributed surplus. Under the intrinsic value approach, the value of the share-based
compensation is recorded as a charge to net earnings (loss) with a credit to accrued liabilities.
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Other long-term incentive plans

The Company has established iong-term incentive plans for eligible Canadian television
employees including a Share Appreciation Rights Plan (the “Broadeast SAR Plan”) and a
Restricted Share Unit (the "Broadcast RSU Plan”) (collectively, the "Broadcast FPlans”).

Compensation cost attributable to the Broadcast Plans are recorded as an expense with a
corresponding increase in accrued fiabilities and are measured at intrinsic vaiue. Changes in
intrinsic value between the grant date and the measurement date result in a change in the
compensation cost. Compensation cost is recognized over the vesting period using the graded
vesting method for Broadcast Plans. Certain issuances under the Broadcast SAR Plan have
performance vesting conditions, accerdingly, in such arrangements compensation cost is
recognized over the vesting period using the graded vesting method based on the Company's best
estimate of the achievement of the performance condition.

The Broadcast plans are based on notionai shares and a notional share value. The nofional share
value is determined based on a notional value of the Canadian broadcast operations, which is
determined with reference to segment operating profit and long-term debt, divided by a notional
number of shares ouistanding.

Financial instruments

All financial instruments are measured at fair value on initial recognition, except for certain related
party transactions. After initial recognition, financial instruments are measured at their fair values,
except for financial assets classified as held-to-maturity or loans and receivables and other
financial liabilities, which are measured at amortized cost.

Amortized cest related {o financial assets classified as held-to-maturity or loans and receivables
and other financial liabilities is calculated using the effective interest method with changes
recognized as income or expense in net earnings (loss).

Collectability of trade receivables is reviewed on an ongoing basis. An allowance account is used
when there is objective evidence that it is impaired. The factors that are considered in determining
if a frade receivable is impaired include whether a customer is in bankruptcy, under administration
or if payments are in dispuie or general business conditions. The offsetting expense is recognized
in net earnings (loss) within operating expenses. When a trade receivable for which an impairment
__allowance had been recognized becomes uncoliectible in a subsequent period, it is written off
against the allowance account. Subsequent recoveries of amounis previously written off are
credited against operating expenses in net earnings (loss).

The Company designates financial assets as available-for-sale if it is not a loan and receivable or
required to be designated as held-for-trading. Financial assets classified as avaiiable-for-sale that
do not have a quoted market price in an active market are measured at cost. If a financial asset is
classified as available-for-sale, the cumulative unrealized gain or loss is recognized in AOCI and
recognized in earnings upon sale or other-than-temporary impairment. The Company assesses
whether a financial asset is other-than-temporarily impaired by assessing whether there is a
significant or prolonged decline in fair value and objective evidence of impairment exists such as
financial difficulty, breach or default of contracts, probabitity of bankruptey or other financial
reorganization,

Gains and losses related to financial assets and financial liabilities classified as held-for-trading are
recorded in net earnings (loss) in the period in which they arise.

The Company applies trade date accounting for its purchases and sales of financial assets,
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Derivative financial instruments

All derivative financial instruments including those that are part of an effective hedging relationship
are measured at fair value on the consolidated balance sheet. An embedded derivative is a
component of a hybrid instrument that also includes a non-derivative host contract, with the effect
that some of the cash flows of the combined instrument vary in a way similar tc a stand-alone
derivative. If certain conditions are met, an embedded derivative is bifurcated from the host

contract and accounted for as a derivative in the consolidated balance sheet, and measured &t fair
value.

Derivative financial instruments are used tc reduce foreign currency and interest rate risk on the
Company's debt. The Company does not enter into derivative financial instruments for trading or
speculative purposes. The Company's policy is to designate each derivative financial instrument as
a cash fiow or fair value hedge of a specifically identified debt instrument at the time the Company
enters into the derivative financial instrument. The Company also formally assesses, both at the
hedge's inception and on an ongoing basis, whether the derivatives that are used in hedging
ransactions are highly effective in offsetting changes in fair vaiues or cash flows of hedged items.

The fair value of cash flow hedges, in an effective designated relationship, are recorded on the
balance sheet as part of hedging derivative instruments. Cash flows related to the hedged item are
classified in the same categories as the hedged item. In a cash flow hedge, the effective portion of
the change in fair value of foreign currency and interest rate swaps is recognized in other
comprehensive income ("OCI") and reclassified to net earnings (loss) during the periods when the
variability of the cash flows of the hedged items affects net earnings (loss). The ineffective portion
is recognized in net earnings (loss) as interest expense and foreign exchange gains (losses), as
appropriate. When payments are made on the underlying instruments, the realized portions of the
amounts previously recognized in AOCI are reclassified to interest expense and foreign exchange
gains (losses), as appropriate. When the hedging item ceases as a result of maturity, termination -
or cancellation, then the amounts previously recognized in AOCI are reclassified to net earnings
(loss) during the periods when the variability in the cash flows of the hedged items affects net
earnings (loss). When the hedged transaction is no longer expected to occur then gains and losses
previously recognized in AOCI are recognized in net earnings (loss). Gains and iosses on the

foreign currency and interest rate swaps are reclassified immediately to net earnings (loss) when
the hedged items are extinguished.

The changes in fair value of fair value hedging derivatives are recorded in Interest rate and foreign

_currency swap gains (losses) in the statement of net earnings (loss). In addition, the changes inthe

fair value of the hedged risks ("basis adjustment”) of the hedged instrument are also recorded in
“Interest rate and foreign currency swap gains (losses). The Company amortizes the basis
adjustment when the hedged item ceases to be subject to a basis adjustment. The fair value of fair
value hedges, in an effective designated relationship, are recorded on the balance sheet as

Hedging derivative instruments and cash flows are classified in the same categories as the hedged
item.

In the event of early extinguishment of the hedged item, the Company may continue to hold the
related derivative instruments. Derivative financial instruments not gualifying for hedge accounting
are recorded at fair value with changes in fair value recorded in net earnings (loss) as Interest rate

and foreign currency swap gains (losses). These cash flows are inciuded in cash flows fram
operating activities.

Transaction costs

Transaction costs are expensed as incurred for financial instruments classified or designated as
held for frading. For other financia! instruments, transaction costs are included with the related
financial instrument on initial recognition.
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3. ACCOUNTING CHANGES

Credit Risk and the Fair Value of Financial Assets and Financial Liabilities

On January 20, 2009, the Emerging Issues Commitiee issued EIC 173, “Credit Risk and the Fair
Value of Financial Assets and Financial Liabilities™. The committee reached a consensus that a
company's credit risk and the credit risk of its counterparties should be considered when
determining the fair value of its financial assets and financial liabilities, including derivative
instruments, for presentation and disclosure purposes. The accounting treatment for this Abstract
should be applied retrospectively without restatement of prior periods to all financial assets and
financial liabilities measured at fair value in interim and annual financial statements ending on or
after January 20, 2009. The adoption of this Abstract did not significantly impact the audited
consolidated financial statements for the year ended August 31, 2008.

Assessing Going Concern

The Accounting Standards Board ("AcSB™) amended CICA Handbock Section 1400, “General
Standards of Financial Statement Presentation”, 1o include requirements for management o
assess an ontity’s ability to continue as a going concern and to disclose material uncertainties
related to events and conditions that may cast significani doubt on the entity's ability to continue as
a going concern. The Company adopted the new standard effective September 1, 2008.

Inventories

The AcSB issued CICA Handbook Section 3031, “Inventories” which prescribes the measurement
of inventories at the lower of cost and net realizable value, with guidance on the determination of
cost including allocation of overheads and other costs to inventory. Reversals of previous write-
downs to net realizable value are required when there is a subsequent increase in the value of
inventories. The Company adopted CICA Handbook Section 3031 as of September 1, 2008 on a
retroactive basis without prior period restatement. The adoption of this section did not impact the
audited consolidated financial statements for the year ended August 31, 2008,

fnventory, consisting primarily of printing materials, is valued at the lower of cost, using the first-in
first-out cost formula, and net realizable value. The carrying value of the inventories carried at cost

as at August 31, 2009 is $6.6 million (2008 - $10.7 million). As at August 31, 2009 and 2008, there
were no inventories carried at net realizable value.

_ During the year ended August 31, 2009, the amount of inventories expensed was $98.2 million.

{2008 — $110.1 million}. There were no write downs or reversal of write downs for the years ended
August 31, 2008 and 2008.

Change in Measurement date for Pension and Post Retirement Benefits

Puring the year ended August 31, 2009 the Company changed the measurement date it uses to
measure its accrued benefit obligation and the fair value of plan assets for accounting purposes to
August 31. The Company believes this provides reliable and more relevant information as to the
plan assets and obligations at the balance sheet date. Previously the company used June 30 of
each year. The impact of the change in measurement date was fo increase net loss for the vear
ended August 31, 2008 by $2.1 million, net of taxes of $0.8 million, decrease other assets $1.0

million, increase other long-term liabilities $4.6 million, decrease future income tax liabilities $1.5
million and increase deficit $2.0 million.

18



Proposed Accounting Changes

Goodwiil and Intangible assets

The AcSB issued CICA Handbook Section 3064, “Goodwill and Intangible Assets”, which
establishes standards for the recognition, measurement, presentation and disclosure of goodwill
and intangible assets. CICA 3064 expands on the criteria for recognition of intangible asseis that
can be recognized. CICA 3064 applies to internally generated intangible assets such as research
and development activities and rights under licencing agreements. The section also indicates that
expenditures not meeting the recognition criteria of intangible assets are expensed as incurred.
The Company plans to, and must, apply this new standard effective September 1, 2009. The
Company has determined that broadcast rights are intangible assets under this section and it is
currently considering the impacts of the adoption of the standard.

Business Combinations and Non-Controfling Interests

The AcSB issued CICA Handbook Section 1582, "Business Combinations” and entities adopting
CICA 1582 will also be required to adopt CICA Handbook Sections 1601, "Consolidated Financial
Statements”, and 1602, "Non-Controlliing Interests”. These sections replace the former CICA
Handbook Sections 1581, “Business Combinations” and 1600, "Consolidated Financial
Statemenis™ and establish a new section for accounting for a non-controlling interest in a
subsidiary. CICA 1582 will require additional use of fair value measurements, recognition of
additional assets and liabilities and increased disclosure. CICA 1601 and 1602 will require a
change in the measurement of non-controlling interest and will require the change to be presented
as part of shareholders’ equity. These standards will become effective for business combinations
for which the acquisition date is on or after September 1, 2011. The Company is currently
considering the impacts of the adoption of such standard.

4. CREDITOR PROTECTION AND RECAPITALIZATION AGREEMENT

Recapitalization Agreement

On October 5, 2009, Canwest Global and certain subsidiaries entered into the Recapitalization
Agreement with members of the Ad Hoc Committee of 8% senior subordinated unsecured
noteholders pursuant to which it intends to pursue a recapitalization transaction related to the
Canwest Media Entities. The proposed recapitalization transaction is supported by members of the
Ad Hoc Committee representing over 70% of the 8% senior subordinated unsecured noies issued
by Canwest Media and was the result of extensive arm's length discussions between the Company

--and the Ad Hoc Committee. A Recapitalization Agreement which contains the terms and conditions ...

of the proposed recapitaiization of Canwest Giobal, Canwest Media and its wholly owned
subsidiaries, has been executed by Canwest Media Entities and the Ad Hoc Committee. The
support of the proposed recapitalization by the Ad Hoc Committee is subject to the satisfaction of a
number of conditions and the Recapitalization Agreement may be terminated under certain
circumstances. Certain deadlines required by the Recapitalization Agreement have been extended
by the parties o the Recapitalization Agreement.

Under the proposed recapitalization, as sst out in the Recapitalization Agreement, the affected
creditors of the Canwest Applicants whose claims are compromised under the plan of arrangement,
including the holders of the Canwest Media 8% Notes, will receive an equity interest in a
restructured Canwest Global. Existing shareholders of Canwest Global will receive a 2.3% equity
interest in the restructured Canwest Global or a new public company. During the CCAA
proceedings the Company will solicit a new equity investment in the amount of at least $65 million.
The percentage of the equity of a restructured Canwest Global to be received by affected creditors
will be dependent on the percentage of equity sold to new investors.
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Under the Recapitalization Agreement there are a number of conditions which must be satisfied in
order for the Recapitalization Plan to be completed including, among others, that the resuliing
equity structure must comply with the Canadian ownership and control requirements of the CRTC,
the shareholders agreement related to CW Media must be amended and the Company must
maintain at least a 35% ownership interest in CW Media, the Company must be able to secure
financing, the Company must receive the necessary creditor and Court approval of its plan to be
able tc emerge from the CCAA Praceedings and the Company must raise at least an additiona! $65
million in equity, and use the proceeds from the new equity, and cash on hand or amounts drawn
on its new credit facilities to reduce amounts due under the 8% senior subordinated unsecured
notes by $85 million. The Recapitalization Agreement may be terminated by either party on
occurrence of certain events including, a material adverse change in the financial condition of the
Company, the acccurrence of reguiatory impediments that would make the completion of the plan
unlikely or unsatisfactory to the parties, the occurrence of a default under the terms of the DIP
financing or CW Media debt, or the extension of the CCAA proceedings beyond April 15, 2010.

The Recapitalization Agreement provides that the proposed Recapitalization Plan may be amended
or extended prior to its completion. There is uncertainty related to its completion as a result of the
number and complexity of the conditions that must be satisfied.

Creditor Protection

As contemplated by the Recapitalization Agreement, on October 6, 2008, the Canwest Applicants
voluntarily applied for and obtained an order from the Court providing creditor protection under the
CCAA. The Initial Order provides for a general stay of proceedings for an initial period of 30 days,
which was subsequently extended to January 22, 2010 and is subject to further extension by the
Court. The Initial Order may be further amended by the Court througheut the CCAA proceedings
based on motions from the Canwest Applicants, their creditors and other interested parties. On
October 6, 2008, the Canwest Applicants, through their Court-appointed monitor, also made a

concurrent petition for recognition and ancillary refief under Chapter 15 of the U.S. Bankruptcy
Code.

The stay of proceedings generally precludes parties from taking any action against the Canwest
Applicants for breach of contractual or other obligations. The purpose of the stay is to provide the
Canwest Applicants with the opportunity to stabilize operations and business relationships with
customers, vendors, employees and creditors and to allow the Company to implement an orderly
consensual recapitalization transaction while continuing its day-to-day operations.

67

~ Under the terms of the Initial Order, FT| Consulting Canada Inc. was appointed as the monitor (the

“Monitor") under the CCAA proceedings. The Monitor will report to the Court from time to time on
the Canwest Applicants’ financial and operational position and any other matters that may be
relevant to the CCAA proceedings. In addition, the Monitor may advise the Canwest Applicants on

their development of a restructuring plan and, to the extent required, assist the Canwest Applicants
with a restructuring.
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Business Operations

During the CCAA proceedings, the Canwest Applicants continue to operate with the assistance of
the Monitor and under the supervision of the Court. Pursuant to the Initial Order, and subject to the
conditions set out therein and the requirements set out in the CCAA, the Canwest Applicants are
permitted to pay outstanding and future employee wages, salaries and employee benefits and other
employee obligations; pay outstanding amounts for goods and services from suppliers considered
critical to the ongoing operations of the Canwest Applicants; and pay fuiure expenses and capital
expenditures reasonably necessary to carry on the operations of the Canwest Applicants. The Iniial
Order also allows the Canwast Applicants, subject to the provisions of the CCAA, to disclaim any
arrangement or agreement, including real property leases. Any reference herein to any such
agreements or arrangements and to termination rights or a quantification of Canwest’s obligations
under any such agreements or arrangements is qualified by any overriding disclaimer or other rights
the Canwest Applicants may have as a result of or in connection with the CCAA proceedings.
Claims may be allowed related to damages of counterparties arising as a resuit of such disclaimers.

Financial Restructuring/Recapitalization

The Canwest Applicants are undertaking a financial and corporate restructuring and intend to
propose a plan of arrangement as contemplated by the Recapitalization Agreement which must be
approved by the requisite majority of affected creditors and sanctioned by the Court. There can be
no assurance that the Recapitalization Plan will be supported by the affected creditors and
sanctioned by the Court, or that the Recapitalization Plan will be implemenied successfully.

DIP Financing

On October 6, 2009, the Court approved the conversion of Canwest Media’s existing secured
revolving credit facility (see note 12) into a DIP financing arrangement in accordance with the ferms
set out in the credit facility entered into in May 2008. The DIP financing arrangement increased the
maximum borrowings available under the facility from $75 million to $100 miflion. The availability
under the facility is determined based on the value of the assets which secure the facility measured
on a weekly basis. On October 6, 2009 no amounts were drawn on the facility and $10.9 million of
the avaitability was utilized by letters of credit issued under the facility. The facility matures on the
earliest of October 6, 2010 and the date on which the Recapitalization Pian is implemented, but is
subject to an earlier maturity date under certain circumstances including certain events of default as
defined in the agreement. The facility will be unaffected by the CCAA proceedings.

Priority of Charges
The Initial Order created a number of new charges against substantially all of the current and

~ future assets of the Canwest Applicants which subject to the terms of the Initial Ordermay rank'in =

priority to certain other security interests, trusts, liens, charges and encumbrances. Certain
employee and commodity tax obligations are also subject to a super priority claim under
bankruptey legislation. These charges, in order of priority, include an administration charge to
secure amounts owing to certain restructuring advisors, up to maximum of $15 mitlion; a DIP
Charge to the extent of any obligations outstanding under the DIP financing arrangement
described above; and a directors’ charge to secure the indemnity created under the tnitial Order in
favour of the directors of the Canwest Applicants and a key employee retention plan (*KERP™)
charge, with equal priority, to a maximum of $20 million and $5.9 million, respectively. The
directors’ charge and the KERP charge are postponed in right of payment {o the extent of the first
$85 million payable under the senior secured premissory note issued to an Irish subsidiary in
relation to the receipt of proceeds on the sale of Ten Holdings (see note 31).

Listing and trading of the Company’s stock
On November 13, 2009, the Toronto Stock Exchange ("TSX"} delisted Canwest Giobal's

subordinate voting and non voting shares. On November 16, 2009 these shares were listed for
trading on the TSX Venture Exchangs.
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5. ACQUISITION AND DIVESTITURES

Acquisition

On August 15, 2007, the Company and Goldman Sachs completed the acquisition of CW Media's
speciaity television operations. The acquisition was accounted for using the purchase method. The
regulated assets acquired were held in trust from the date of acquisition to December 20, 2007
when conditional approval was received from the CRTC. The results of operations reflect revenue
and expenses of the non-regulated assets since the date of acquisition and the regulated assets
from December 21, 2007. The Company’s equity eamings include the net earnings of the regulated
assets of the acquired operations from the date of acquisition to December 20, 2007.

The Company has, subject o regulatory approval, committed to combine its Canadian television
operations with CW Media's operations (together the “Combined Operations”) prior to August
2011. In 2011, the Company's and Goldman Sachs’ economic interest in the Combined Operations
wili be determined based on a formula which is based on the combined segment operating profit of
CW Media anc Canwest Global's Canadian television operations.

A summary of the adjusted fair vaiue of the assets and liabilities acquired at August 15, 2007
combining in frust and out-of-trust operations is as follows:

Cash and cash equivalents 32,906
Future income taxes 7,413
Current assets 201,597
Property and equipment 39,263
Other investments in equity investments 46,506
Non-current assets 128,708
Goodwill 599 908
Intangible assets 868,900
Current liabilities {186,121)
Long-term debt {303,908)
Future income taxes (92,409)
Non-current liabilities (159,846)
1,182,919
Funding provided by:
Cash 262300
Puttable interest in subsidiary 480,787
Debt, net of debt issuance costs 766,668
Less financing raised in excess of purchase price’” (326,836)
1,182,919

“" The investors provided funding in excess of the purchase price to repay the assumed long-term

debt and to fund costs related to acquisition and restruciuring.
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Divestitures

During 2009, the Company completed a review of five television stations that make up the E!
Network which is included in the Canadian television segment. As a result of this review, in August
2009, the Company sold certain of the net assets of two of the E! Network television stations,
CHCH-TV in Hamilton and CJNT-TV in Montreal and recorded a disposition of assets of $3.5
million and liabilities of $1.2 million. Of the remaining stations, CHBC-TV in Kelowna was
rebranded to a Global Television Network affiliate, CHCA-TV in Red Deer was closed effective
August 31, 2009, and subsequent to year end the Company completed the sale of CHEK-TV in
Victeria (note 31). The Company has determined that the E! Network did not meet the criteria for
classification as a discontinued operation. The loss from the operations of the E! Network is
summarized as follows:

2009 2008
JRevenue . 76,979 94,296
Operating expenses . , ....106,659 137,312
Restruciuring exoenses 5,049 1,220
Broadcast rights write-downs 38,180 -
(72,909) {44,236}
Amortization of property and equipment 1,761 2,706
Qperating loss (74,670) (46,942}
Financing expense {(10) (133
Loss on sale of assets (2,264) -
Impairment loss on property and equipment (10,377 -
Net loss (87,321) {(46,955)

In May 2009, the Company sold its Turkey radio segment (note 21). The Company recorded a
disposition of broadcast licences, other assets, and liabilities of $13.3 million, $14.6 million, and
$1.0 million, respectively.

In March 2009, the Company sold The New Republic which was included in the Publishing

segment (note 21). The Company recorded a disposition of assets of $0.6 million and liabilities of
$2.7 million.

In July 2008, the Company sold its United Kingdom radio segment (note 21). The Company
recorded a disposition of broadcast licences, other assets, and liabilities of $2.0 million, $4.9
million, and $16.5 million, respectively.

6. RESTRICTED CASH

in May 2009, Canwest Media deposited cash of $2.5 million to secure its banking and cash
management services with the provider of those services. Canwest Limited Partnership entered
into a forbearance agreement with its lenders (note 1). Effective August 31, 2009, under the terms
of this agreement, Canwest Limited Partnership agreed to pay interest due to its lenders under its
senior secured credit facilities and deposited cash of $13.9 million to a restricted bank account.

Subsequent to year end, this cash was used to settle the accrued interest due to these lenders. As
at August 31, 2009 the total restricted cash held in these accounts was $16.4 million.
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7. OTHER INVESTMENTS

2009 2008

Equity accounted investments'" 6,311 5,621
Other investments in equity
instruments
Investment in publicly traded
companies® - 17,381
Investment in private companies 2,841 5,308

9,152 28,308

) Certain operations acquired as part of the purchase of CW Media's specialty television
operaiions had been placed into trust until the CRTC approval of the change of control of the
broadcast licences was obtained on December 20, 2007.

The following sets out condensed financial information for the regulated entities held in trust for
the period from September 1, 2007 to December 20, 2007.

Summary condensed sfatement of earnings

September 1 to
December 20, 2007

Revenue 108,767
Operating expenses 64,327
Operating income before amortization 44 440
Amaortization (2,083)
Interest expense, net (20,007)
Foreign exchange gains 16,163
Recovery for income taxes 5618
Interest in earnings of equlity accounted affiliates 163
Minority interest (4,904)
Net earnings of regulated entities 39,390

Summary condensed statement of cash flows

September 1 to
December 20, 2007
Cash flows — operating aclivities 28,890

e coeceeeee - Cash Jlows — investing activities- - - - — - R 5 v Y 3 e
Cash flows — financing activities ' -
Net change in cash 27,369
Cash — beginning of pericd 18,226
Cash — end of period 45,585

During the trust period from September 1, 2007 to December 20, 2007, the Company recorded
interest income of $16.8 million and a foreign exchange loss of $11.8 million related to
advances to the regulated asseis held in trust. Net earnings of the regulated entities include
interest expense of $16.8 million and a foreign exchange gain of $11.8 million related to the
inter-company debt. In addition, the Company recovered corporate costs from the regulated
entities held in trust and has recorded cost racoveries in the amount of $4.6 million. The cost
recoveries have reduced selling, general and adminisirative expenses of the Company and are
included in operating expenses of the regulaied entities. Nei earnings of the regulated entities
also include agency fees of $8.8 million, which have been recorded as revenue by the
Company. Since December 21, 2007, these inter-company balances and transactions are
eliminated on consolidation.
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@ During the year ended August 31, 2009 the company sold its shares in Score Media Inc. and

recorded a loss on the sale of $7.3 million. During the year ended August 31, 2008 the
Company recorded an impairment loss related to this investment of $32.7 million after
concluding that the significant decrease in the trading value of the investment from the
historical carrying vaiue was other than temporary.

8. RESTRUCTURING EXPENSES

The Company is centralizing certain functions including developing four state of the art broadcast
cenires to support the production needs of its local television stations and enable the transition to
high definition. This initiative was conducted in three phases over the period from September 2007
to December 20098 and will result in a net reduction in its workforce of 277 jobs. The total cest
associated with this initiative was $12.3 million of which $2.4 million was accrued during the year
ended August 31, 2009.

During the year ended August 31, 2009, the Company initiated certain cost containment initiatives
in its Canadian television segment, including the restructuring of its news operations at the E!
Network. These initiatives resulted in a workforce reduction of 149 positiens. During the year

ended August 31, 2009, the Company accrued $8.3 million, the total cost associated with these
initiatives.

During the year ended August 31, 2008, the Company’s Publishing segment initiated and
completed certain changes in its work flow processes which resulted in the centralization of certain
functions. The total cost associated with this initiative of $10.7 million was accrued in fiscal 2008.

During the year ended August 31, 2009, the Company initiated certain cost containment initiatives
in its Publishing segment, which are expected to result in a workforce reduction of 533 positions.
These current initiatives are expected to be complete by May 31, 2010. During the year ended

August 31, 2009, the Company accrued $28.8 million, the total expected cost related to these
initiatives.

tn connection with the acquisition of CW Media's operations in August 2007, the Company accrued
termination benefits of $18.6 million. This accrual was set up as part of the purchase equation
related to the acquisition of CW Media and was reduced by payments made during the period to
August 31, 2007 of $3.3 million. During the year ended August 31, 2009, the Company initiated

---certain initiatives-in-its CW -Media television-segment, which-will-result in a-workforce-reduction-of- — - oo

30 positions. These initiatives were completed at August 31, 2009 with total employee termination
costs of $0.9 miliion.

During the year ended August 31, 2009 the Company incurred $31.1 million related to the cost of
pursuing the recapitalization transactions (note 1). In addition, the Company accrued $0.7 miliion
related to workforce reductions in its corporate office.
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The restructuring liability, which consists of termination benefits and professional fees, is
summarized by operating segment as follows:

Canadian CW Media
Publishing television television Other Total

Balance — August 31, 2007 - - 18,277 - 15,277

Accrued during the year 10,708 10,007 1,013 - 21,728

Payments made during the year (8,332) (3,919) (15,351) - (27,602)
_Balance — August 31, 2008 2,376 6,088 239 - 9,403

Accrued during the year 28,805 10,662 852 31,839 72,158

Payments made during the year (21,758) (11,324) (1,738) (31,102} (65,920}

Balance — August 31, 2009 9,423 5,426 55 737 15,641

™" The accrual for CW Media in fiscal 2007 was made in connection with the acquisition of CW

Media and accordingly was recorded in the purchase equation,

9. PROPERTY AND EQUIPMENT

2009
Accumulated
Cost Amortization Net
Land 56,860 - 56,860
Buildings 202 554 56,639 145,915
Machinery and equipment 878,742 466,910 411,832
Leasehold and land improvements 58,365 26,864 29,501
' 1,194,521 550,413 644,108
2008
{Revised note 21)
Accumulated
Cost Amortization Net
Land 60,525 - 60,525
Buildings 212,869 60,176 162,693
Machinery and equipment 916,009 452,394 463,705
_Leasehold and fand improvements ~ 55827  21.618 | 34,209
1,245,320 534,188 711,132

The net book value of property and equipment located in Canada was $557.7 million (2008 -
$692.9 million), in Australia $86.4 million (2008 - $112.6 miliion} and in other foreign jurisdictions
was nil (2008 - $5.6 million).

During 2009 and 2008, the Company had no additions related to assets under capitai leases.

The Company has assets under capital leases with original cost of $15.4 millicn (2008 — $18.5
million) and accumulated amortization of $2.8 mitlion (2008 — $2.8 million).
During 2009, the Company completed a review of the E! Natwork and certain operations within Ten
Holdings. Due to & decline in operating results and lower future profit expectations it was
determined that the value of certain property and equipment was impaired and an impairment loss
of $10.4 million related to the E! Network and $22.0 million related to Eye Corp was recorded.
These impairments impact the Canadian television and Out-of-home segments.
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10. GOODWILL
R o
2008 August 31,
{Revised nole 21) Additions Impairments Other 2009
Publishing 1,697,405 100" (1,142,010) (14,810)% 540,685
CW Media television 478,908 - - (1,618)" 477,290
_Austraiian television 32,149 - - 640" 32,789
Qut-of-home 104,477 - (16,329) 3,519% 91,667
Total™ 2,312,939 100 (1,158,339) (12,269) 1,142,431
Augusft 31, August 31,
2007 N 2008
{Revised note 21) Additions Impairments Other {Revised note 21)
Publishing 1,694,793 2.612% - - 1,867,405
Canadian television 475,896 121,000 (596,396) - -
CW Media television 19,866  459,042'" - - 4
Australian television 30,154 - - 1,895 ,
Qut-of-home 99,152 - - 5,325 104,477
Total™ 2,319,861 582,654 (596,896) 7,320 2,312,939

(1
(@
(3
{4
(3
(&

™

Goodwill Impairments

Increase related to contingent consideration paid on previous year's acquisitions.

Decrease relaied fo the settlement of the Hollinger arbitration (note 29).

Decrease related to an adjustment to the valuation allowance on tax losses acquired.
Increase related to fluctuations in foreign currency translation rates.
Increase related to a small publishing acquisition.
For goodwill impairment testing, the Company allocated goodwill of $121.0 million related to

expected merger synergies resulting from the acquisition of CW Media to the Canadian

television segment.

Increase related to the consolidation of the regulated assets of CW Media (note 5).

For determining the fair value of its reporting units, the Company uses both the income and market
approaches, Under the income approach, management estimates the discounted future cash flows
for three to five vears and a terminal value for each of the reporting uniis. The future cash flows are
based on management’s best estimates considering historical and expected operating plans,
__marketing, content procurement and development strategy, economic conditions, and general

outiook for the industry and markets in which the reporting unit operates. The discount rates used

by the Company are based on an optimal debt to equity ratio and considers the risk free rate,
market equity risk premium, size premium and cperational risk premium for possible variations
from management's projections. The terminal value is the value attributed to the reporting unit's

operations beyond the projected period of & years using a perpetuity growth rate based on

industry, revenue and operating income trends and growth prospects. Under the market approach,
the Company estimates fair value by multiplying maintainable earnings before interest, income
taxes, depreciation, amortization and other nen-recurring costs by multiples based on market
cemparables adjusted for a control premium. The estimation process results in a range of values
for which management uses the simple average of the mid-points under each approach.
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The Company’s assumptions are affected by current market conditions which may affect expected
revenue, particularly advertising revenue and, to a lesser extent, subscriber revenue. In addition,
while the Company continues to implement cost savings initiatives, operating costs may increase
more significantly than expected. The Company also has significant competition in the markets in
which t operates which may impact its revenue, procurement of content and operating costs. The
Company has made certain assumptions for the discount and terminal growth rates te reflect
possible variations in the cash flows; however, the risk premiums expected by market participants
related to uncertainties about the industry, specific reporting units or specific intangibles assets
may differ or change quickly depending on economic conditions and other events, Accordingly, it is
reasonably possible that future changes in assumptions may negatively impact future valuations of
goodwitl and the Company would be required to recognize further impairment losses. As at August
31, 2009, our estimates of fair values of all reporting units, except for CW Media television and
Publishing, exceeded their respective carrying values by at least 20%. Accordingly, the goodwill of
CW Media television and Publishing are at greater risk of impairment should future valuations
result in lower enterprise values.

During the year ended August 31, 2009, the Company recorded gocdwill impairment charges in its
Publishing and Out-of-home segments of $1,142.0 million and $16.3 million, respectively. The fair
value of these reporting units declined due to a decline in operating results and lower future profit
expectations. During the year ended August 31, 2008, the Company recorded goodwill impairment
charges in its Canadian television segment of $596.9 million. The fair value of this reporting unit
declined primarily as a result of the decrease in the future profit expectations as a result of the
expectations related to Canadian conventional television advertising market growth.

11. INTANGIBLE ASSETS

75

2009
Cost Accumulated Net
Amortization

Finite life:
Circulation, subscribers and
other customer relationships 95,477 24273 71,204
Site licences 33,796 11,908 21,888

129,273 36,181 93,082

- Indefinite life: I
Broadcast licences 1,049,052
Brands 31,000
Newspaper mastheads 289,343
1,369,395

Total intangible assets 1,462,487
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2008

(Revised note 21)

Cost Accumulated Net
Amortization
Finite life: .
Circulation, subscribers and
other customer relationships 95 477 17,842 77,635
Site licences 44,683 10,053 34,630
140,160 27,885 112,265
Indefinite life:
Broadcast licences 1,131,327
Brands 31,000
Newspaper mastheads 418,701
1,579,028
Total intangible assets 1,691,293

Indefinite fife intangible assets by operating segment include Publishing of $289.3 million (2008 -
$416.7 million), Canadian television of nil (2008 - $86.0 million), CW Media television $868.9
million (2008 — 868.9 million), and Australian television of $211.2 million (2008- $207.4 millicn).

August 31,
2008 August 31,
Net Book 2009
Value Net Book
(Revised note 1) Amortization  Impairments Other'"” Value
Circulation, subscribers and
other customers relationships 77,635 (6,431) - - 71,204
Site licences 34,630 (1,547) (12,983 1,788 21,888
Broadcast licences 1,131,327 - (86,000) 3,725 4,045,052
Brands 31,000 - - - 31,000
Newspaper mastheads 416,701 - (127,358) - 289,343
Total 1,691,293 (7,978) {228,341) 5,513 1,462,487
August 31, August 31,
2007 ~ B o ) ... 2008
o Net Book Net Book
Value Value
(Revisednate 21) _ Additions  Amortization Impairments  Other!" (Revised note 21)
Circulation, subscribers
and other customers 84,067 - (6,432) - - 77,635
relationships
Site licences 36,340 - (2,608) - 898 34,630
Broadcast licences 688,810 839,533 - (408,484) 11,468 1,131,327
Brands - 31,000 - - - 31,000
Newspaper mastheads 416,236 485 - - - 416,701
Total 1,225,453 870,998 (8,040) (408,484) 12,366 1,691,283

(§F

Increase related to fluctuations in foreign currency transiation rates.

There were nc additions to intangible assets for the year ended August 31, 2009
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Intangible Asset Impairments

During 2009, due to a decline in operating results, and lower expectations for advertising revenue
growth the Company recorded impairment charges of $127.4 million (2008 — nil} for mastheads in
its Publishing segment, $86.0 million (2008 — $408.5 million) for broadcast licences in its Canadian
television segment and $13.0 million (2008 - nil) for site licences in its Out-of-home segment.

The fair value of mastheads for each publication is estimated using a relief-from-royalty approach
using the present value of expected after-tax royalty streams through licencing agreements. The
key assumptions under this valuation approach are royalty rates, expected fuiure revenue and
discount rates. The fair values of broadcast licences are determined individually or based on a
group of licences that operate together using a Greenfield discounted cash flow approach. This
approach hypothetically re-measures the broadcast licences assuming the business is
commencing its operations on August 31, 2009, The key assumptions under this valuation
approach are future revenue, costs of a nypothetical start-up broadcast operation and discount
rates. The fair value of site licenses are determined individually or based on a group of licenses
that operate together using a discounted cash flow approach using the present value of expected
after tax cash flows through the licensing agreements. The key assumptions under this vaiuation
approach are expected future cash flows and discount rates.

The Company's assumptions are affected by current market conditicns which may affect expected
revenue, particularly advertising revenue and, to a lesser extent, subscriber revenue. In addition,
while the Company continues to implement cost savings initiatives, operating costs may increase
more significantly than expected. The Company also has significant competition in the markets in
which it operates which may impact its revenue, procurement of content and operating costs. The
Company has made certain assumptions for the discount and terminal growth rates to reflect
passible variations in the cash flows; however, the risk premiums expected by market participants
related fo uncertainties about the industry, specific reparting units or specific intangible assets may
differ or change quickiy depending on economic conditions and other events. Accordingly, it is
reasonably possible that future changes in assumptions may negatively impact future valuations of
indefinite life intangibles and the Company would be required to recognize further impairment
losses. As at August 31, 2009, the Company’s estimates of fair values of indefinite life intangibles
for all operating segments, except for certain Publishing mastheads, exceeded their respective
carrying values by at least 20%. Accordingly, these Publishing mastheads are at greater risk of
impairment should future valuations result in the determination of lower values.

During 2008, the Company finalized the CW Media purchase price allocation and, as a result,

- recorded an increase in-broadcast licences and brands of $837.9 million and $31.0 million,
respectively {note 5). The Company alsc completed a small publishing acquisition and recorded a
masthead on the acquisition of $0.5 million. In addition, site licences of $1.2 million were recorded
on the Eye Corp acquisitions.
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12. LONG-TERM DEBT

78

132,322

Principal
Outstanding
August 31, As at As at
Maturity 2009 August 31, August 31,
{fiscal year) (millions) 2009 2008
_Canwest Media Inc.:
Secured revolving credit facility' 2009 $13 12,756
Secured netes (net of debt issuance costs of
$3 million)® 2010 US$94 o 99g24 o
"Senior secured revolving credit facility™ 2011 - - -
Senior subordinated notes (net of debt
issuance costs of $1 million (2008 - $11
millionH™ 2012 US$761 838,507
_Canwest Limited Partnership:
Senior secured credit faciltties - revoiver™ 2012 £116 116,000
Senior secured credit facilities - credit C
(net of debt issuance costs of $2 million
{2008 -$3 millicn))"® 2012 $265 262,692 262,028
Senior secured credit facilities - credit D
{net of debt lssuance costs of $4 millicn
(2008 - $5 million)) 2014 Us$458 497,311 . 483,999
Senior subordinated unsecured credit facility
{net of debt issuance costs of $1 million
{2008 -§1 million))® 2015 $75 74,235 74,152
Senior subordinated unsecured notes
(net of debt issuance costs of $8 million
(2008 -$9 million))” 2015 US$400 429,856 415,766
CW Media Holdings Inc.:
Senior secured revolving credit facility™ 2013 - - 8,000
Senior secured cradit facility
(net of debt lssuance costs of $11 million
(2008 - $13 million))® 2015 US$439 469,760 457,688
Senior unsecured notes including accrued
interest {net of debt issuance costs of $8
million (2008 -$9 million))"*! 2015 US$338 362,538 329,630
Ten Network Holdings Limited:
Bank loan — revoiver 2011 A$90 83,277 250,195
~Senijor unsecured notes'© 2013 Uss125 144,300
Senior unsecured notes' 2016 A$150 138,795 136,470
3,529,951 3,475,005
Less portion due within cne year (2,336,168} (13,083)
Long-term portion 1,193,782 3,461,842
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Canwest Media entered into a revolving $75 million secured credit facility bearing interest af the
greater of prime raie and 2.25% plus an applicable margin. The capacity available under the
facility is calculated based upon the vaiue of certain assets that secure the facility including
accounts receivable and property and equipment, capped at $75 million. As at August 31, 2009
there was an additional $51 million avaiiable under the facility net of letters of credit of $11
miflion. The facility is secured by all current and future assets of Canwest Media, its wholly
owned Canadian television operations and the National Post (until it was transitioned to
Canwest Limited Partnership in November 2009) and by a second charge on the shares heid in
Ten Holdings (until these shares were sold in October 2009) but excludes the restricted cash
securing its banking and cash management services {see note 6). The facility is guaranteed by
the Canwest Giobal, Canwest Media and substantially all of the wholly owned subsidiaries of
Canwest Media, excluding Canwest Limited Partnership and its subsidiaries. All deposits of
Canwest Media and the guarantor subsidiaries are applied against amounts outstanding under
the revolving facility daily. The facility is subject to a number of affirmative and negative
covenants. Subsequent to year end, on commencement of CCAA proceedings, this facility was
converted to a DIP loan facility and the maximum availability was increased to $100 million
(see note 4).

Canwest Media issued $105 million (US$94 million) of notes and received cash of $100 million
(US$89 million). The notes bear interest at 12%. The notes were secured by a first charge
against the shares held in Ten Heldings and a second charge on all assets that secure the
secured revolving credit facility of Canwest Media as described in (1).The notes were
guaranteed by the Company, Canwest Media and substantially all of the wholly owned
subsidiaries of Canwest Media excluding Canwest Limited Partnership. Subsequent to year
end the Company repaid this facility in full (US$94 million) utilizing proceeds from the sale of iis
shares in Ten Holdings {see note 31).

The amounts due under the senior credit facilities were fully repaid using the cash and the
proceeds of the new financings described in notes (1) and (2) in May 2009.

Consists of $833 million (US$761 million) (2008 - $808 million (US$761 million)) senior
subordinated notes which are due in 2012 and bear interest at 8.0%. Canwest Media is in
default under the terms of its senior subordinated notes indenture as a result of not making
interest payments that were due in September 2009. Canwesi Media and an Ad Hoc
Committee of holders of the senior subordinated notes, representing over 70% of the
aggregate principal amount of the notes, agreed to a forbearance agreement and a series of
extensions under which the note holders would not exercise their rights to demand payment
thereby aliowing sufficient time for a recapitalization of the Company. On Octeber 5, 2009 the

out the principal terms of the proposed recapitakization of the Company. The Recapitalization
Agreement sets out a number of conditions and milestones and expires in April 2010 or earlier
if the conditions are not met. In 2008, the Company had entered into a US$761 million foreign
currency and interest rate swap until September 2012 resulting in a fixed currency exchange
rate of US$1:$1.1932 and a floating interest rate based on banker's acceptance plus a margin.
In June 2008 the Company amended the swap resulting in a floating interest rate based on
banker's acceptance rates plus a margin on a notional amount of US$601 million and a fixed
interest rate of 7.9% on a notional amount of US$160 million. The portion of the swap related to
the notional amount of US$601 million was designated as a fair vatue hedge and its fair value
of $86 million was recorded on the consolidated balance sheet in Hedging derivative
instruments as at August 31, 2008. The portion of the swap related to the notional amount of
US$160M was designated as a cash flow hedge and its fair value of $26 million (current portion
of $2 million) was recorded on the consolidated balance sheet in Hedging derivative
instruments as at August 31, 2008. As at August 31, 2009, the Company no longer has a
foreign currency and interest rate swap on this debt (see note 25). Subsequent to year end,
amounts cutstanding under these notes were accelerated and partially reduced. Following the
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reduction in such outstanding amounts, the notes were reinstated with an aggregate principal
amount of USE393 million (see note 31).

The carrying value of this debt includes a premium of $2 miliion (2008 -~ $21 million) and a basis
adjustment to reflect changes in the fair value of the hedged risks of $4 million (2008 - $11
million}). On termination of the hedging derivative instruments, the Company began amortizing
the basis adjustiment included in long-term debt using an effective interest rate of 5.8%. The
Company has changed its estimate of expected fuiure cash flows and corresponding amortized
cost carrying value related to the notes which resulted in a recovery to interest expense of
$64.6 million. :

From May 2009 to August 2008, Canwest Limited Partnership did not make interest or principal
payments that were due under the terms of its senior secured credi facilities, Effective August
31, 2009, Canwest Limited Partnership entered into a forbearance agreement with the
administrative agent under its senior secured credit facilities. Under this agreement the senior
lenders agreed to not take any steps with respect to the defaults under the senior secured
credit facilities and to work with Canwest Limited Partnership to develop and implement a
financial recapitalization. Canwest Limited Partnership agreed to pay the interest owing and
continuing on its senior secured credit facilities and its secured obligations in respect of the
terminated hedging obligations (see note 1) in accordance with their contractual terms.

The senior secured credit facility includes:

{a) a $250 million revolving term loan. As at August 31, 2009, Canwest Limited
Partnership had drawn $116 million {2008 - $96 millicn) and of ietiers of credit of §2
million (2008 - $2 million) on its revolver and had no further availability (note 1) and
is in default of the terms of the revolving credit facility. This facility matures in July
2012 and is subject to certain restrictions. This facility bears interest at prime plus a
margin or banker's acceptance rates plus a margin. This facility had an interest rate
of 3.8% as at August 31, 2009 (2008 — 6.6%).

{b) a $265 million {2008 - $265 million) non-revolving term loan which is subject to
minimum principal payment reductions of a minimum of 5% beginning in fourth
quarter 2009 and 10% in each of years beginning in fourth quarter 2010. Canwest
Limited Partnership is in default under the terms of this credit facility. This facility
which matures in July 2012 is subject to certain restrictions and bears interest at
banker's acceptance rates plus a margin. This facility had an interest rate of 3.8%
as at August 31, 2009 (2008 — 6.2%)

(c) a $502 million {US$458 million) (2008 - $489 million {US$460 million}) term loan

. which.is_subject to principal repayments.of $5 million (US$4.8 milkion) peryear. . .. .

Canwest Limited Partnership is in default under the terms of this credit facility. This
facility matures on July 13, 2014 and is subject to certain restrictions and bears
interest at floating interest rates based on LIBOR rates plus a margin. This facility
had an interest rate of 4.8% at August 31, 2009. In 2008 Canwest Limited
Partnership had a foreign currency and interest rate swap to fix the interest and
principal payment on a nctional amount of US$466 million which reduced with
principal payments on the debt at a fixed currency exchange of US$4:$1.0725 until
July 2014, resulting in a swap adjusted effective interest rate of 7.5%. This swap
was designated a cash flow hedge and its fair value of $46 millien (current portion of
$12 million) was recorded on the consolidated balance sheet in Hedging derivative
instruments as at August 31, 2008. As at August 31, 2009, Canwest Limited

Partnership ne jonger has a foreign currency and interest rate swap on this debt
{note 25).
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(8)

Canwest Limited Partnership has a $75 million senjor subordinated unsecured credit facility.
This unsecured facility ranks junior to the Canwest Limited Partnership’s senior credit facilities
and is guaranieed by certain subsidiaries of the Canwest Limited Parinership. This facility
which matures in July 2015 is subject to certain restrictions and bears interest at banker's
acceptance rates plus a margin. This facility had an interest rate of 8.0% as at August 31, 2009
(2008 - 11.1%). Canwest Limited Partnership did not make interest payments due under this
facility in August 2009 and, accordingly, is in default under the terms of this facility.

Canwest Limited Parinership has senior subordinated unsecured notes of $438 million
(US$400 million) (2008 — $425 million (US$400 million)} which are due in August 2015 and
bear interest at 9.3%. These notes rank junior to Canwest Limited Partnership's senior secured
credit facility and are guaranteed by certain subsidiaries of Canwest Limited Partnership. The
senior subordinated unsecured notes have a variable prepayment option at a premium. The
prepayment option represents an embedded derivative that is accounted for separately at fair
value. As at August 31, 2009 and 2008 the estimated fair value of the prepayment option is
nominal. Canwest Limited Partnership did not make interest payments due under the indenture
in August 2009 and, accordingly, is in defauit under the terms of this indenture. In 2008
Canwest Limited Partnership had a US$400 million swap resulting in a fixed currency
exchange rate of US$1:$1.0725 untii July 2015 and a fixed interest rate of 9.1%. The swap
adjusted effective interest rate was 9.1%. This swap was designated a cash flow hedge and its
fair vaiue of $9 million {current portion — nit) was recorded on the consolidated balance sheet in
Hedging derivative instruments. As at August 31, 2009, Canwest Limited Partnership no longer
has a foreign currency and interest rate swap on this debt {note 25).

CW Media Holdings Inc. has a senior secured credit facility that is secured by substantially all
of the assets of CW Media and, subject to certain limitations, by each of its existing and each
subsequently acquired or organized wholly owned subsidiaries. The senior secured credit
facility consists of the following: :

(a) a $50 million revolving term loan. As at August 31, 2008, no amount was drawn under
the revolving term loan (2008 - $8 million). This facility matures in August 2013 and is
subject to certain restrictions and bears interest at banker's acceptance rates plus a
margin. Principal amounts outstanding under the revolving term loan are due and
payabie in full at maturity. The facility had an interest rate of 7.0% as at August 31,
2008,

(b) a $480 million {(US$439 million) (2008 — $471 million (US$443 millior)) term loan which

is subject to principal repayments of $4.8 million (US%$4.4 million) per year with the
balance payable on maturity. The term loan may be repaid at any time without penalty,

August 31, 2009 the interest rate on the term loan was 3.8%. CW Media Holdings Inc.
may be required to prepay a paortion of the term loan facility based on excess cash flows
as defined by the credit agreement. This facility matures in February 2015 and is
subject to certain restrictions. CW Media Holdings Inc. has entered into a foreign
currency interest rate swap, which expires in February 2015, to fix the interest rate and
principal payments on an initial notional amount of US$446 million, reduced accordingly
as the principal portion of the debt is repaid, resulting in a swap adjusted interest rate of
8.7% and a fixed currency exchange of US$1:1.064 Canadian dollars until February
2015. The swap was designated as 3 cash flow hedge and its fair value of $42 million
(current portion of $22 million) is recorded on the consolidated balance sheet in
Hedging derivative instruments. The foreign currency and interest rate swap relating to
the senior secured credit facility is secured by substantially all the assets of CW Media
and, subject to certain limitations by each of its existing and each subsequently
acguired or organized wholly cwned subsidiary,
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CW Media Holdings inc. has issued $370 miliion (US$338 million) (2008 — $338 million
(US$319 million) senior unsecured notes maturing on August 15, 2015. The senior unsecured
notes bear interest at 13.5% per annum, compounded semi-annually. tnterest is accrued from
the date of issue to August 15, 2011 (the “Cash Interest Date"), however is not payable until
maturity, unless CW Media Holdings Inc. elects to pay interest in cash with respect to any
interest period before the Cash Interest Date. After August 15, 2011, interest will accrue on and
be paid in cash commencing on February 15, 2012. Interest is payable or compounded, as
applicable, each February 15 and August 15. At August 31, 2008 accrued interest of $29
million (US$26 million} (2008 - $7.1 million (US$6.7 millicn)) was cutstanding and included in
long-term debt. CW Media made a voluntary interest payment on August 15, 2009 for $25
million (US$23 million) representing accrued interest for the period from February 16, 20089 to
August 15, 2009. These notes are guaranteed by CW Media and its wholly owned subsidiaries.
The senior unsecured noies have a variable prepayment option at a premium of 108.75 in 2071
which declines on a straight line basis to par in 2013. The prepayment option represents an
embedded derivative that is io be accounted for separately at fair value. As at August 31, 2009
and 2008, the estimated fair value of the prepayment option is nominal.

Ten Holdings has an unsecured credit facility that provides for a maximum of $683 million
(A$630 million) (2008 - $573 million (A$630 million)) in advances. At August 31, 2009, Ten
Hoidings had drawn $83 million {2008 - $250 million) against this facility. This facility matures in
April 2011 and bears interest at floating rates plus a margin. This facility had an interest rate of
4,5% as at August 31, 2009 (2008 — 8.4%).

Ten Holdings has $138 million (US$125 million) {2008 - $132 million (US$125 million)) of
senior unsecured notes which mature in March 2013. Ten Holdings has entered info a US$125
milion foreign currency interest rate swap resulting in floating rates and a fixed currency
exchange rate of US$1:A$1.6807 until March 2013. This swap is designated as a fair value
hedge and its fair value of $57 million (current portion of $3 million) is recorded on the
consolidated balance sheet in Hedging derivative instruments. The notes had a swap adjusted
effective interest rate of 4.5% as at August 31, 2009 (2008 — 9.2%).

Ten Holdings has $139 million (2008 - $138 million) of senior unsecured notes which bear
interest at floating rates plus a margin and mature in December 2015, The notes had an
interest rate of 3.9% as at August 31, 2009 (2008 — 8.5%)

The Company is subject to covenants under certain of the credit facilities referred to above,
including thresholds for leverage and interest coverage, and is also subject to certain restrictions
under negative covenants.

" Principal payments of long-term debt, based on terms existing at August 31, 2008 over the next ~
five years, are:

Year ending August 31, 2010 2,349 439
2011 88,165
2012 4,888
2013 149 188
2014 4,888

m

All debt which is in defauli has been classified as payable in 2010 though there is significant
uncertainty as tc when this debt will be settled. See note 4, “Creditor Protection and
Recapitalization™,
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13. OBLIGATIONS UNDER CAPITAL LEASES

The Company has entered into capital leases with fiture minimum lease payments for the years
ended August 31 as follows:

2010 3,909
2011 3,084
2012 -
2013 - .
2014 -
Thereafter 1,560
Total minimum lease payments 9,453
Amount representing inferest (at rates of 8.5%) (2,188)
Present value of minimum capital lease paymenis 7,265
Less current portion of obligations under capital leases {3,383)
3,872

For the year ended August 31, 2009 the Company recorded interest expense on the obligations
under capital leases of $0.7 million {2008 — $1.1 million).

14. PUTTABLE INTEREST IN A SUBSIDIARY

The Company and Goldman Sachs have agreed to certain put rights and cal! rights with respect to
Goldman Sachs’ interest in the common shares of CW Invesiments Co., which are exercisable in
2011, 2012 and 2013 subject to certain restrictions. Under this agreement, the value of the
Goldman Sachs interest under the put and call provisions is determined by a formula which varies
based upon the adjusted combined segment operating profit (“Combined Segment Operating
Profit") of the Company’s Canadian television segment plus the CW Media specialty television
operations. In 2011, subject to any necessary regulatory approvals, the Companrty shall effect the
combination of CW Media and its Canadian television segment. The relative ownership interests in
the combined company will be calculated based upon an enterprise value which is determined
based on a multiple of twelve times the Combined Segment Operating Profit for the twelve months
ended March 31, 2011 less the consoclidated net indebtedness of CW Investments Co. at that time.
_ The Goldman Sachs share is determined based upon a rate of return which varies based onthe
Combined Segment Operating Profit.

in each of 2011, 2012 and 2013 the Company will have the right {o cause CW [nvestments Co. to
purchase {or it may purchase itself) up to 100% of Goldman Sachs’ interest in CW Invesiments
Co., subject to CW Investments Co. remaining below a maximum consolidated leverage ratio if
less than 100% of the Goldman Sachs interest is acquired (the “call right"). In the event that the
Company or CW Investmenis Co. does not exercise its call right with respect to at least 50% of
Goldman Sachs’ interest in 2011, Goldman Sachs has the right to require CW Investments Co. to
acquire interests, which, together with any interests purchased pursuant to the Company's call in
2011, would equal up to 50% of Goldman Sachs' interest, subject to CW Investments Co.
remaining below a maximum consolidated leverage ratio. Goldman Sachs also has the right to
require CW Investments Co. to purchase any remaining interests that it holds in 2013. In the event
that the Company or CW Investments Co. has not acquired 100% of the Goldman Sachs’ interest
by the expiry date of the last put right in 2013, then Goldman Sachs will be entitled o sell CW
Investments Co., subject to a right of first offer in favour of the Company, failing which Geldman
Sachs will have the right to require CW Investments Co. to effect an initial pubiic offering of CW
Investments Co. to effect its exit.
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For purposes of determining the value of the put and call rights, regardless of actual results, the
Company and Goldman Sachs have agreed to certain minimum amounts of Combined Segment
Operating Profits of $230 million, $250 million and $280 miltion in each of 2011, 2012 and 2013,
respectively, This minimum will not apply for purposes of determining the value applicabie on
exercise of Goldman Sachs' put rights, except that if the put is exercised in 2011, the value will be
based upon an agreed total enterprise vaiue of no less than $2.5 billion iess the consolidated net
indebtedness of CW Invesiments Co. as at March 31, 2011.

If an “Insalvency Event” (defined to include the commencement of proceedings under the CCAA)
occurs in respect of Canwest Media and is continuing, Goldman Sachs is entitled to sell ali of their
shares in CW Investments Co. to a bona fide arm’s length third party at a price and on other terms
and conditions negotiated by Goldman Sachs in its discretion provided that such third party
acquires ail of the shares of CW Investments Co. held by the Company at the same price and on
the same terms and conditions. If Goldman Sachs causes such a sale prior to the combination of
Canwest Media's Canadian television operations with CW Media’s television operations, the
entitlement of Goldman Sachs and the Company to the net proceeds of such sale would be
established by a formula set out in the CW Investments Co. Shareholders Agreement.

The Goldman Sachs puttable interest in CW Investments Co. is classified as a financial liability. it
was initially recorded based on the amount invested by Goldman Sachs on August 15, 2007. The
puttable interest in CW Investments Co. is carried at amortized cost using the effective interest
method. Under this method the carrying amount of the liability is measured by computing the
present value of the estimated future cash flows at the original effective rate of 19.4% which was
determined based on the initial estimated amounts to settle the liability in 2011 and 2013. The
liability will accrete to the estimated amount to settle the liability through charges to net earnings
(loss) which are recorded as Accretion of long-term liabilities. During 20089, the puttable interest
liability was re-measured, based on management's current expectations of the amounts reguired fo
settle the put options which represent a decrease compared to the prior year's estimates. The
present value of the effect of the decrease of $5.7 million (2008 - $32.8 million) has been recorded
as a reduction of the liability and a reduction of the aceretion expense for the year then ended. As
at August 31, 2009, if forecast Combinaed Segment Operating Profit increased or decreased by
10% and consolidated net indebtedness remained unchanged, the amoriized cost of the puttable
interest would increase or decrease by $12.2 mitlion or $30.2 million, respectively.

Amortized cost - August 31, 2007 483 568
Accretion expense 94,5689
Accretion expense adjustment due to change in cash

flows (32,763)
Amortized cost - August 31, 2008 545,394
Accretion expense 105,571

Accretion expense adjustment due to change in cash

flows (5,749)
Amortized cost - August 31, 2009 645,218
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The future estimated cash flows are calculated based the formula described above and will vary
based on changes in expected and actual Combined Segment Operating Profit of the CW Media
and Canadian television segments and based on changes in aciual and expected CW Invesiments
Co. consolidated debt. While management has computed the carrying amount using estimates of
the Combined Segment Operating Profit and debt including expected future advertising and
subscriber revenue, expected future operating expenses, expected components of cash flows
which will affect CW Investments Co. debt that are reasonable and supportable, it is reasonably
possible that the carrying value may increase or decrease by a material amount based on changes

in future estimates of or actual Combined Segment Operating Profit and CW Investments Co. net
debt.

15. CAPITAL STOCK

Authorized

Authorized capital consists of an unlimited number of preference shares issuable in series, multiple
voting shares, subordinate voting shares and non-voting shares.

The multiple voting shares, the subordinate voting shares and the non-voting shares rank equaily
on a per share basis in respect of dividends and distributions of capital, and are subordinate to the
preference shares. Subordinate voting shares carry one vote per share, and multiple voting shares
carry ten votes per share. Non-voting shares do not vote, except at meetings where the holders of
such shares would be entitled, by law, to vote separately as a class.

Multiple voting shares are convertible into subordinate voting shares and non-voting shares on a
one-for-one basis at any time at the option of the holder. Subordinate voting shares are convertible
into non-voting shares on a one-for-one basis at any time at the option of the holder. Non-voting
shares are convertible into subordinate voting shares on a one-for-one basis provided the holder is
Canadian.

Series 1 preference shares carry 19 votes per share with certain limitations. Under certain
conditions, the series 1 preference shares carry preferential voting rights pertaining to the election
of up to two directors of the Company. Each series 1 preference share is convertible, at the option
of the hoider, into 0.15 subordinate voting or non-voting shares.

._Series 2 preference shares are not efigible to vote, and at the option of the Company, are
redeemable for cash, or convertible to subordinate voting or non-voting shares based on the
market value of the subordinate voting or non-voiing shares at the date of conversion.

The series 1 and 2 preference shares are not entitled to dividends and distributions in the normal
course or in respect of a liquidation or wind-up and have no right to vote separately as a class.

At August 31, 2009 and 2008, there were no series 1 or series 2 preference shares outstanding.

2009 2008
Issued
76,785,976 (2008 — 76,785,976) multiple voting shares 3,199 3,199
99,250,614 (2008 ~ 99,619,256) subordinate voting
shares 831,533 834,465
1,609,049 (2008 — 1,241,307) non-voting shares 17,643 14,711
852,375 852,375

38



.Changes in outstanding share capital during the two years ended August 31, 2009 were as follows:

Number of $
shares 000’s

_Multiple voting share capital
Balance — August 31, 2008 and 2009 76,785,976 3,199

. Subordinate voting share capital _ e e s e
Balance — August 31, 2007 99,327,878 830,827
Conversion from non-voting shares - net 291,378 3,638
Balance — August 31, 2008 99,619,256 834 465
Conversion to non-voting shares - net {368,642) (2,932)
Balance — August 31, 2009 99,250,614 831,533
Non-voting share capital o
Balance — August 31, 2007 1,632,685 18,349
Conversion to non-voting shares - net (291,378) (3,638)
Balance — August 31, 2008 1,241,307 14,711
Conversion from non-volting shares - net 368,642 2,932
Balance — August 31, 2009 1,609,949 17,643

Share Compensation Plans

The Company utilizes share compensation plans in order to provide employees of the Company
and its subsidiaries the opportunity to participate in the growth and development of the Company.
At any time the number of shares reserved for issuance to any individual under the share
compensation plans may not exceed 5% of the outstanding share capital of all classes and the
total number of shares issued or issuable under the plans may not exceed 10% of outstanding
share capital of all classes.

in November 2007, the Board of Directors ("Board") of the Company approved a new Stock Option
Plan {the “Option Plan") and Restricted Share Unit Plan (the “RSU Plan”) for its eligible non-
broadcast employees. These plans replace the Amended and Restated Share Compensation Plan
(the “Discontinued Share Compensation Plan”). The options issued under the Discontinued Share
Compensation Plan have not been modified and remain outstanding.

Stock Option Plan

“The Option Plan providés for grants of optionis to employees of the Company and its affiliates and

the issuance of Subordinate Voting Shares and Non-Voting Shares (together being “Shares”) upon
the exercise of aptions or vesting of restricted share units.

The Board has the authority 1o determine the manner in which the options granted pursuant to the
Option Plan shall vest and other vesting terms applicable fo the grant of options. Options may vest
over a period of time (“Regular Options") and/or may vest conditionally upon the attainment of
specified market thresholds (“Market Threshold Options”) as determined by the Board. The
Company utilizes the fair value approach to account for stock based compensation.

The Regular Options vest over a four year period and expire seven years after issuance. The
Market Threshold Options vest on achievement of both four years service and a pre-defined price
hurdle of closing prices during their seven vear term. The exercise price represents the market
trading price on the date on which the options were granted.
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In November 2008, the Company granted 601,300 Regular Options and 355,700 Market Threshold
Options to employees. All of these options expire in November 2015 and were granted at an
exercise price of $0.76 per option. In November 2007, the Company granted 528,900 Regular
Options and 353,300 Market Threshold Options to employees. All of these options expire in
November 2014 and were granted at an exercise price of $7.50 per option. The fair vatue of both
the Regular Options and Market Threshold Opticns granted was estimated using a binomial option
pricing model with the assumptions of dividend yield of nil (2008 — nif), an expected volatility of
47% (2008 ~ 28%), risk free interest rates of 3.1% (2008 - 4.2%) and an expected life of six years
(2008 - six years). The total fair value of the Reguiar Options issued was $0.2 million (2008 - $1.4
million}, an average of $0.34 {2008 - $2.61) per option. The total fair value of the Market Threshold
Options was $0.1 million (2008 - $0.9 million), an average of $0.33 (2008 - $2.44) per option.

The Company has recorded compensation expense and a credit to contributed surplus for the year
ended August 31, 2009 of $0.5 million (2008 - $0.5 million) related to the Option Plan.

Restricted Share Unit Plan

Eligible participanis receive grants of Restricted Share Units ("RSU"), under the RSU Plan, which
are settled by the issuance of an equivalent number of Shares for nil consideration at the end of
the three year term if the attainment of specified performance goals as determined by the Board

have been met. Additional RSU's are granted if the Company declared dividends prior to the
settlement date.

In November 2008, the Company granted 330,700 restricted share units (2008 — 305,200) under
the RSU Plan. The fair value at the time of issuance was $0.76 (2008 - $7.50) per RSU.

During the year ended August 31, 2009, 46,600 RSU's (2008 -13,600) were forfeited lsaving
575,700 outstanding (291,600) with an average remaining life of 1.7 years (2.2 years).

The Company recorded compensation expense and a credit to contributed surplus for the year
ended August 31, 2009 of $0.7 million (2008 -$0.5 miliion) related to the Restricted Share Unit
Plan.

Deferred Share Unit Plan

The Company utilizes a Deferred Share Unit Plan ("DSU") as a component of its compensation
plan for Directors. Under the DSU Plan, directors may elect fo receive their compensation in cash,
DSUs or a combination thereof. DSUs are issued at the quoted market price of the Company’s
subordinate voting shares on the grant date. DSUs vest immediately and are only redeemable after

the participant ceases to be a director. DSUs are redeemable for cash based on the value of the - -

Company's subordinate voting shares at the redemption date.

The Company records the issuance of DSUs as compensation expense when issued with a
corresponding credit to accrued liabilities. The liability is adjusted to its intrinsic value at each
balance sheet date with a charge or credit to compensation expense.

Compensation expense related fo the DSU plan was a recovery of $0.8 million for the year ended
August 31, 2009 {2008 — $0.3 million).
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Changes in outstanding DSUs for the two years ended August 31, 2009 are as follows:

Average
transaction Value at
Number of vaiue ($ per year end ($
DSUs DSL) 000’'s)
“Balance — August 31, 2007 169,448 788 4337
DSils redeemed - -
DSUs granted 176,423 5.90
Balance — August 31, 2008 345 871 3.03 1,048
DSUs redeemed (180,364) (0.32)
DSUs granted 1,353,193 0.64
Balance — August 31, 2009 1,518,700 0.12 182

Discontinued Share Compensation Plan

In November 2007, the Company made a final grant of options under the Discontinued Share
Compensation Plan. The options under the Discontinued Share Compensation Plan vest over 5
years and expire in ten years. The fair vaiue of the options granted during the year ended August
31, 2008 was estimated using a binomial option pricing model with the assumptions of no dividend
yield, an expected volatility of 28%, risk free interest raies of 4.3% and an expected life of seven
years. The total fair value of the 629,000 options granted by the Company in the year ended
August 31, 2008 with an average exercise price of $7.50 per option was $1.8 million, a weighted
average fair value per option of $2.94.

The Company has recorded compensation expense and a credit to contributed surplus for the year
ended August 31, 2009 of $1.7 million (2008 - $2.4 million) related to the Discontinued Share
Compensation Plan.

For the year ended August 31, 2009, the Company has recorded total compensation expense of
$2.1 million (2008 - $3.1 million), a credit to Contributed surplus of $2.9 million (2008 - $3.4 million)
and a debit to Accounts payable and accrued liabilities of $0.8 million (2008 - $0.3 million credit to
Accounts payable and accrued liabilities) related to all its share-based compensation plans.

Changes in outstanding options to purchase subordinate voting shares or non-voting shares for the
two years ended August 31 were as follows:

2009 2008
Options Average Options Average
exercise exercise
price § price $
_Options outstanding — beginning of year 4,295,204 10.09 3,242,244 1185
Opticns granted 957,000 078 1,614,200 7.50
Qptions exercised - - - -
Opticns expirad (307,405) 10.76 {318,590} 16.32
Optiens forfeited (344,200) 8.19 {139,650) 8.88
Options outstanding — end of year 4,600,599 §.24 4,295,204 10.09
Options exercisable as at August 31 1,938,899 11.47 1601,204 11.98
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The foliowing options to purchase subordinate voting shares or non-voting shares were
outstanding and exercisable as at August 31, 2009:

Weighted Weighted Weighted
Range of average average average
exercise Number remaining exercise Number exercise
prices $ outstanding life years price § exercisahle price §
0.01-4.99 905 80C 6.2 0.76 -
5.00-9.99 1,403,350 5.9 7.46 268,350 7.31
15.00 and !
over 258,360 1.0 16.14 258,360 16.14
4,600,599 5.6 8.24 1,638,809 11.47

16. OTHER LONG-TERM INCENTIVE PLANS

in November 2007, the Board of the Company approved new long-term incentive plans for efigible
Canadian television and CW Media employees, the Broadcast Share Appreciation Rights Plan
‘Broadcast SAR Plan” and the Broadcast RSU Plan. These plans replace the Discontinued Share
Compensation Plan for Canadian broadcast employees.

Broadcast SAR Plan

Eligible participants receive grants of Broadcast SARs which entitle them to participate in the
growth in the notional share value of the broadcast operations. Regular share appreciation rights
("Regular SARs") vest at a rate of 25% per year. Performance threshold share appreciation rights
(“Performance Threshold SARs") vest at a rate of 25% per year if certain EBITDA growth rates, as
set by the Board, have been met. At the grant date the recipients can opt to have the SARs settied
at each vesting date or at the end of the four year term.

Certain employees also received SARs which vest only if the “Combined EBITDA”, as defined by
the plan, of the Canadian television and CW Media television segments reaches a prescribed
threshold by 2011 ("Special Performance SARs"). The Special Performance SARs vest 50% in
March 2011 and 50% in March 2012,

In November 2008, the Company issued 68,900 Regular SARs and 17,600 Performance

~ Threshold SARs (2008 — 76,000 and 17,600, respectively). At the time of issuance, the notional

‘share value was $12.76 per SAR (2008 -$10.00). During the year ended August 31, 2008, 1,550
SARs were exercised (2008 — nif), 16,750 were expired (2008 — nif), and 19,350 were forfeited

(2008 — 7,100), leaving 133,350 outstanding {2008 — 86,500) with an average remaining life of 2.8
years (2008 — 3.2 years).

In January 2008, the Company issued 565,472 Special Performance SARs. At the time of
issuance, the notional share value was $10.00 per Special Performance SAR. During the year
ended August 31, 2009, there were no Special Performance SARs forfeited (2008 — 2,380), leaving

563,092 cutstanding (2008 — 563,092) with an average remaining life of 2.1 years (2008 — 3.1
years),

The vested SARs are settled through a cash payment which is calculated based on the increase in
the notional share value at the end of the most recently completed quarter prior o the settlement
date over the notional share value at the grant date.

The value of the cutstanding SARs is recorded as a financial liability with changes in the intrinsic

value recorded in operating expenses. Operating expenses reiated o the Broadcast SAR plan was
$1.2 million for the year ended August 31, 2009 (2008 — $0.2 million).
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Broadcast RSU Plan

Eligible participants receive grants of Broadcast RSUs which are settled at the end of a three year
term provided that specified performance goals or other factors as determined by the Board have
been met. The vested RSUs are settled through a cash payment equal to the notional share value

at the end of the most recentily completed quarter prior to the settlement date times the number of
RS&Us held.

tn November 2008, the Company issued 37,200 Broadcast RSUs (2008 — 46,000). The value of
the RSUs at the time of issuance was $12.76 (2008 -$10.00) per RSU. During the vear ended
August 31, 2009, 700 RSUs expired (2008 — nil) and 8,900 were forfeited (2008 -~ 5,100), leaving
68,500 outstanding (2008 — 40,900} with an average remaining life of 1.7 years (2008 — 2.2 years).

The RSUs are accounted as a financial liability and are accrued and adjusted to intrinsic value over
the vesting period. Operating expenses related to the Broadcast RSU plan was $0.3 millicn for the
year ended August 31, 2009 (2008 — $0.2 million).

17. EARNINGS PER SHARE

Basic earnings per share are calculated using the daily weighted average number of shares
outstanding.

Diluted earnings per share are calculated using the daily weighted average number of shares that
would have been outstanding during the year had all potential common shares been issued at the
beginning of the year, or when the underlying options were granted or issued, if later. The treasury
stock method is employed to determine the incremental number of shares that would have been
outstanding had the Company used proceeds from the exercise of the options to acquire shares
provided the shares are nat anti-diutive.

The following table provides a reconciliation of the numerators and denominators used in
computing basic and diluted earnings per share from continuing operations. No reconciling items in
the computation of net loss from continuing operaticns exist:

2009 2008
{Revised note 3}

-Net loss from continuing operations . __(1636,313) _  (1,025367) . .
Loss on sale of discontinued operafions (8,755) (6,970)
Loss from discontinued operalions (44,201) (9,806)

Net loss for the year (1,689,269) (1,042 143}

Basic weighted average shares outstanding
during the year 177,646,539 177,646,539

Dilutive effect of options - -

Diluted weighted average shares
outstanding during the year 177,646,539 177,646,539

" Options outstanding that would have besn

anti-dilutive 5,176,299 4,586,806

43



18. ACCUMULATED OTHER COMPREHENSIVE LOSS

Hedging
derivative
Foreign instruments
currency Available for designated
translation sale as cash flow
adjustment  investments hedges Total
Balance — August 31, 2007 (5,785) (1,787) (21,026) (28,598)
Other comprehensive income (ioss) 2,753 1,787 (40,833) (36,293)
_Balance — August 31, 2008 (3,032) - (61,859) (64,891)
Other comprehensive income 5,562 - 19,182 24,744
Balance — August 31, 2009 2,530 - (42 677} {40,147)

The unrealized loss on foreign currency interest rate swaps that will be reclassified to interest
expense over the next twelve months is approximately $15.5 million, net of tax of $6.3 million.

During the year ended August 31, 2009, $228.9 million foreign exchange gains (2008 — $18.7
million) were reclassified to net earnings {loss) from accumulated other comprehensive loss,
representing foreign exchange gains on the notional amounts of the cash flow hedging derivatives.
These amounts were offset by foreign exchange losses recognized on the related U.S. dollar
denominated long-term debt. During the years ended August 31, 2009 and 2008, there were no
amounts recorded in net earnings (loss) which represented hedge ineffectiveness associated with
cash flow hedging instruments.

During the year ended August 31, 2009, the Company reclassified $20.7 million {2008 ~ $15.2
million} from accumulated other comprehensive loss to net earnings (loss). This amount has been
recorded as a charge to interest expense and represents the effect of the hedging derivative
instruments on the Company’s interest expense.

Discontinuance of hedge accounting

During the year ended August 31, 2009, the Company reclassified $56.0 million from accumulated
other comprehensive loss to net earnings (loss), representing the amounts deferred on certain
Canwest Media and Canwest Limited Parinership derivatives that no longer qualify as cash flow
hedges because the derivatives have been terminated and the anticipated cash flows are no
longer expected to oceur (note 29).
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19. INCOME TAXES

The Company's provision for income taxes refiects an effective income tax rate which differs from

“the combined Canadian statutory rate as follows:

2009 2008
{Revised notes 3
and 21)

income taxes at combined Canadian
statutory rate of 31.04% {2008 — 32.53 %) (456,784) (340,617)
Non-taxable portion of capital (gains) losses {12,028) 5,358
Increase (decrease) in valuation aliowance
on fuiure tax assets 221,638 8,897
Effect of foreign income tax rates differing
from Canadian income iax rates 408 (6,625)
Change in expected fulure tax rates 12,702 5,823
Non-deductible accretion expense 30,985 20,100
Non-deductible expenses 6,851 7,674
Partnership net earnings allocaied to
minority interests (1,389) {1,681
Effect of uncertain tax positions (20,828} {369)
Effect of partnership earnings from equity
accounted affiliates ) - 1,332
Effect of goodwill and intangible asset
impairments 403,551 270,638
Diluticn gain (19,270) -
Other (857} 6,052
Provision for {recovery of) income taxes 165,181 {23,318)

An analysis of net earnings (loss) from continuing operations before tax by jurisdiction follows:

2009 2008
(Revised notes 3
and 21)
Canada (1,492,719) _ (1,155,922)
Foreign 21,121 108,837
Nei ioss befare tax (1,471,598) (1,047,085)

_ An analysis_of the provision for current and future income taxes by jurisdiction follows:

2009 2008
(Revised notes 3
and 21)
Current income taxes
Canada (1,029} 2,462
Foreign 15,150 38,347
14,121 40,808
Future income taxes
Canada ' 153,445 {59,508}
Foreign {2,385} (4,621)
151,060 (64,127)
Provision for (recovery of} income taxes 165,181 (23,318)
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Significant components of the Company’s future {ax assets and liabilities are as follows:

2009 2008
(Revised notes 3
and 21)
Fufure tax asseis
Non-capital loss carryforwards 347,332 308,170
Provision for write down of investments 392 5,239
Accounts payabie, other accruals and
interest rate and foreign currency swap
_liability ¢ 102,248 143,352
Pension and post retirement benefits 23,403 23,228
Intangible assets 47 011 8,882
Less: Valuation allowance (385,460) {(175.117)
Total future tax assets 134,926 313,754
Future tax liabilities
Capital cost allowances in excess of book
amortization 42 882 44,303
Pension assets - net 6,740 4,461
Broadcast rights 29,508 42 101
Other assets (4,350) 6,185
Totat future tax liabilities 74,780 97,050
Net future tax asset (60,146} {216,704)
Current portion of future tax asset 16,273 52,712
Long-term future tax asset 241,968 371,281
Current portion of future tax liability {38,288) (39,475)
Long-term future tax liability {159,827) (167,814}
(60,148) {216,704)

As at August 31, 2009, the Company had non-capital loss carry forwards for income tax purposes
of $1,345.8 million, that expire as follows: 2010 — $39.2 millien, 2011 — nil, 2012 —nil, 2013 - §31.9
million, 2014 — $125.5 million and thereafter — $1,149.2 million.

The recognition and measurement of the current and future tax assets and liabilities involves
dealing with uncertainties in the application of complex tax regulations in a number of jurisdictions-

and in the assessment of the recoverability of future tax assets. Actual income taxes could vary

from these estimates as a result of future events, including changes in income {ax laws or the
outcome of tax reviews by tax authorities and related appeals. To the extent that the final tax
outcome is different from the amounts that were initially recorded, such differences, which could be
significant, will impact the income tax provision in the period in which the determination is made.
described in note 1, Canwest Media is in default of i{s senior subordinated unsecured notes.
Canwest Limited Partnership is in default on its senior secured credit facilities, its senior
subordinated unsecured credit facility, and its senior subordinated unsecured notes. As this
constitutes significant unfavourable evidence about Canwest Media’s ability to more likely than not
realize the benefits associated with its future tax assets. The Company has recognized a valuation
allowance of $385.5 million related to future tax assets.

During 2008, the minority shareholders in Ten Group exchanged their shares into common shares
of Ten Holdings. Under Australian tax legislation, this created a new tax consolidation group that
required Ten Holdings, for income tax purposes, to fair value its consolidated assets and liabiiities.
This resulted in Ten Holdings receording a future tax asset of $174.0 million (A$188.1 million) (2008
- $171.1 million {(A$188.1 million)}. The Cempany wili not recognize the benefii associated with this
future tax asset in earnings until it is realized and accordingly, has recorded the amount as a
deferred gain.
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20. INVESTMENT GAINS, LOSSES AND WRITE-DOWNS

The Company has recorded the following investment gains, losses and write-downs.

2009 2008
Loss on avallable for sale investments (note 7) (7,285) (32,716)
Dijution gain(” 61,427 -
_Loss on sale of El Network stations (nete ) (2,264 -
Other 634 1,064
52,512 {31,652)

™ During August 2009, Ten Holdings completed an equity offering for net proceeds of $120.7
million. As a result the Company’s ownership interest in Ten Holdings declined from 57% to 50%.

21. DISCONTINUED OPERATIONS

in May 2009, the Company sold its Turkish radio stations. The Company had previously concluded
that the expectations for these assets were not consistent with the Company’s long-term growth
strategy. The Company recorded a loss of $12 million on the sale of these stations. The results of
this operation were classified as a discontinued operation in the consoclidated statements of loss,
the net cash flows were classified as operating, investing and financing activities from discontinued
operations in the consolidated statements of cash flows and the assets and Habilities were
classified on the consolidated balance sheets as assets and liabilities of discontinued operations.
Prior to the classification as a discontinued operation, the results of the Turkish radic stations were
reporied within the Turkey radio segment. During, the year ended August 31, 2009 the Company
recorded goodwill and broadcast licence impairment charges of $11.7 million and $40.8 million
respectively. The classification of the Turkey radio stations as a discontinued operation increased
earnings from continuing operations by $41 million for the year ended August 31, 2009 (2008 —
decreased earnings $4 million). Cash flows from operating activities of continuing operations
decreased by $16 million for the year ended August 31, 2009 (2008 — $4 million).

in February 2009, the Company sold The New Republic. The Company had previously conciuded
that the expectations for this asset were not consistent with the Company's long-term growth

~ strategy. The Company recorded a gain of $3 miillior on the sale of this asset. The results of this™

operation were classified as a discontinued aperation in the consolidated statemenis of loss, the
net cash flows were classified as operating, investing and financing activities from discontinued
operations in the consclidated statements of cash flows and the assets and liabilities were
classified on the consolidated balance sheets as assets and liabilities of discontinued operations.
Prior to the classification as a discontinued operation, the resuits of The New Republic were
reported within the Publishing segment. During, the year ended August 31, 2009 the Company
recorded & masthead impairment charge of $2.0 million. During, the year ended August 31, 2008
the Company recorded a goodwill impairment charge of $4.5 million. The classification of The New
Republic as a discontinued operation increased earnings from continuing operations by $3 million
for the year ended August 31, 2009 (2008 — $7 million). Cash flows from operating activities of

continuing operations increased by $1 million for the year ended August 31, 2009 (2008 — $3
million).
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In Juiy 2008, the Company sold its United Kingdom radio stations. The Company previously
conciuded that the expectations for these assets were not consistent with the Company’s long-term
growth sirategy. The Company recorded a loss of $7 miltion on the sale of these stations. The
results of these operations were classified as a discontinued operation in the consolidated
statements of loss, the net cash flows were classified as operating, investing and financing
activities from discontinued operations in the consolidated statements of cash flows and the assets
and liabilities were classified on the consolidated balance sheets as assets and liabilities of
discontinued operations. Prior to the classification as a discontinued operation, the results of the
United Kingdom radio stations were reported within the United Kingdom radio segment. The
classification of the United Kingdom radio stations as a discontinued operation increased earnings
from continuing operations by $7 million for the year ended August 31, 2008. Cash flows from

operating activities of continuing operations increased by $6 million for the year ended August 31,
2008.

The loss from discontinued operations excluding the gain (loss) on sale of discontinued operations
are summarized as follows:

2009 2008

Revenue 8,883 20,940
Loss from discontinued operations before
Income tax expense (recovery) (10,831} 1,107
Loss from discontinued operations (44,201) {9,808)
Loss from discaniinued operations per
share:

Basic ($0.25) ($0.06)

Diluted ($0.25) ($0.08)

The carrying value of net assets related to discontinued operaticns are as follows:

2009 2008
Current assets - 10,924
Goodwill - 13,622
Non-current assets - 659,492
. Current fiabilities. .. .. .. - (4B83}. -
Leng-term debt - -
Other long-term liabilities - {3,555)
Nef assets - 85,800
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22, STATEMENTS OF CASH FLOWS

The following amounts comprise the net change in non-cash operating accounts included in the

statements of cash flows excluding non-cash operating accounts related to discontinued
operations:

2009 2008
(Revisad nots 21)

Cash generated (utilized) by:

_Restricted cash {13,902) -
Accounts receivable 67,460 20,204
invesiment in broadcast rights (54,095)  47.771)
Inventory 4,092 (1,803}

_Other current assets (5,477) 7,023
Other assets 2,008 1,047
Accounts payabie and accrued liabilities {49,543) (53,221)

_Income taxes recoverable and payable 5174 (40,973)

_Deferred revenue (3,042) (1,995)
Broadcast rights payable (20,689) 8,122
Net assets (68,907) (108,467)

The following amounts were paid on account of interest and income taxes:

2009 2008
Interest 204,325 315,895
Income taxes 12,083 91,041

23. ASSET RETIREMENT OBLIGATIONS

The asset retirement obligations arise from legal obligations that exist for the removal of equipment
or the restoration of sites upon termination of certain agreements. Asset retirement obligations are
primarily associated with transmission facilities and related structures. Additional liabilities incurred
in 2009 were nil (2008 — $1.0 million). No liabilities were settled during 2009 and 2008. During
2009, due to the sale of its E! Network television stations (note 5) the liabilities were reduced by
$0.2 million. The asset retirement obligations, which are calculated based on the discounted future
cost of the estimated cash flows required to settle the gbligations, of $12.1 million (2008 — $11.3
—million) are recorded in accrued liabilities. The undiscounted amount of the estimated cash flows is
approximately $19.9 million (2008 — $19.8 million). Discount rates of 8.5% to 9.0% were used to
calculate the present value of the asset retirement obligations over a period of 5 to 99 years.
Accretion expense of $0.7 million (2008 - $0.9 million) was recorded in the statement of loss in
Accretion of long-term liabilities.

48



24, PENSION, POST RETIREMENT, AND POST EMPLOYMENT BENEFITS

97

The Company has a number of funded and unfunded defined benefit plans, as welt as defined

contribuiion plans, that provide pension, post retirement and post employment benefits to its

employees. lis defined benefit pension plans are based on years of service and final average
salary. Infermation on the Company’s pension, post retirement and post employment benefit plans

follows:

Pension benefits

(1)

Post retirement/employment

benefits 2!

2009 2008 2009 2008
(Revised note 3) {Revised note 3)
Plan assets
Fair value — beginning of vear 408,485 404,185 - -
Actual return on pian assels (17,259) (8,025) - -
Employer contribuiions 77 463 30,756 4,125 1,828
Employee coniributions 7,164 7.230 - -
Benefits paid and administrative expenses (30,269) (20,350) {4,125) (1,928)
Reclassification */ - (7,301 - -
Fair value - end of year 445,594 408,495 - -
Plan obligations I
Accrued beneflt obligation — beginning of vear 514,638 531,706 57,730 51,804
Amendment to pian - - - 5,852
Accrued interast on benefils 31,998 29,890 4,116 3,548
Current service costs 24,485 26,048 5,308 2,716
Benefits paid (30,269) (20,350} (4,125) (1,928)
Actuarial losses (gains) (15.873) (45,355) 10,119 (4,362)
_Curtailment expense (gain)(4) 9,957 - (1,103) -
Reclassification ! - (7.301) - -
Accrued benefit obligation — end of year 534,936 514,638 72,045 57,730
Accrued benefit obligation 534,836 514,638 72,045 57,730
Fair value of plan assets 445,684 408,485 - -
Plan deficits (89,342) (108,143) {72,045) (57.730)
Unamortized net actuarial losses {(gains) 94,035 70,334 {12,180) (12,350}
. Unamartized transitional obligations (assets) (1,688) 3,981 1,461 1,764
Unamortized past service costs 1,193 13,247 5,140 5,818
- _Accruedplan liability ... ____ 4200 ______ (18581} | ... _(77624)__.__ (62,498) _. . .
Valuation allowance (202) (307} - -
Accrued net plan liability, net of valuation
ailowance 3,998 {18,888) (77,624) (62,488)

The accrued pension plan asset of $26.3 million {2008 - $16.1 million) is included in long-term
other assets and the accrued pension plan liability of $22.3 million (2008 - $35.0 million) and the
accrued post retirement and pest employment plan liability is included in other long-term liabilities

in the consolidated balance sheet.

Actual Target
Plan assets consist of:
Equity securities 55.7% 60.0%
Debt securities 31.3% 40.0%
Other 13.0% 0.0%
100.0% 100.0%

The pension plans have no invesiment in equity or debt securities of the Company.
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The most recent actuarial valuations of the Company's pension plans were between Decemnber 31,
2006 and December 31, 2008. The valuations indicated that the plans had deficiencies. As a
result, the Company is currently required to make total annual special payments of $23.1 million.
The next required valuations will be completed between December 31, 2009 and December 31,
2010. The investment strategy for pension plan assets is to utilize a balanced mix of equity and
fixed income portfolios, with limited additicnal diversification, to earn a long-term investment return
that meets the Company’s pension plan cbligations. Active management strategies and style
diversification strategies are utilized in anticipation of realizing investment returns in excess of

market indices.

Total cash payments for 2009, consisting of cash contributed by the Company to its funded
pension plans, cash payments to beneficiaries for its post retirement plans, and cash contributed to
its defined confribution plans, was $92.9 million (2008 - $44.2 million}

The Company’s pension benefit expense is determined as follows:

2009 2008
{Revised note 3)
incurred in Matching Recognized | Incurred in Matching Recognized
year adjus[tﬁrlnents in year year adjus‘ts:)-nents in year

Current service cost 24,485 - 24,485 28,048 - 26,048
_Employee coniributions (7,164 - (7,164) (7,230) - (7,230}

Accrued interest on benefits 31,998 - 31,958 29,890 - 29,890

Return on plan assels 17,259 {46,260} {29,001) 6,025 (35,051} (29,026)

Curtailment expense'” 0 957 21370 31,327 ) i _

Transitional obligation - 238 239 - 433 433

Past service costs - 1,077 1,077 - 1,419 1,419

Net actuarial loss {gain) {15,873 17,594 1,721 (45,355) 49,435 4,080

Changes in valuation allowance - {105) (105) 40 {142) (102)

Benefit expense 60,662 (6,085} 54,577 9,418 16,094 25,512

Employer Coniribution to the

defined contribution plan 11,318 - 11,318 11,549 - 11,548

Total pension benefit expense 71,980 (6,085) 65,895 20,967 16,084 37,061

The Company's post retirement and post employment benefit expense is determined as follows:

2009 2008
- e ettt M - -{Revisednote3) ... .-- ---
Incurred in Matching Recognized | Incurred in Matching Recognized
year adjusttsTents in year year adjusltsn;nents in year
Current service cost 5,308 - 5,308 2,716 - 2,716
Accrued interest on benefiis 4116 - 4116 3,548 - 3,548
Curtailment gain'” (1,103) 101 {1,002} _ - .
Transitional obligation - 303 303 - 303 303
Past service costs - 678 678 59562 (5,365) 587
Net actuarial loss (gain} 10,119 (271) 0,848 (4,362) 11,758 7,386
Total post
retirement/employment benefit
expense 18,440 811 18,251 7,854 5,696 14,550
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Post retirement/employment
Pension benefits benefits

2009 2008 2009 2008

Significant actuarial assumptions in measuring the Company's accrued benefit obligations as at August 31
are as follows:

Discount rate 6.10% 6.15% 6.40% 6.10%
Rate of compensation ‘
_increase 3.10% 3.70% - -
_Significant actuarial assumptions in measuring the Company's benefit costs as at August 31 are as follows:
Discount rate 5.15% 5,60% 6.10% 5.60%
Expected long-term rate of -
return on pension plan assets 7.00% 7.15% -
Rate of compensation
increase 3.70% 2.90% - -

The discount rate was estimated by applying Canadian corporate AA zero coupon bonds io the
expected future benefit payments under the plans. For fiscal 2010, the expected long-term rate of
return on plan assets will be 6.6%, based on the investment mix, current yields and experience. in
2010, the Company expects to contribute $36.4 million to its defined benefit pension plans and
$1.7 million to its other post retirement and post employment benefit plans.

Benefit payments, which reflect expected future service, are expected to be paid as follows:

Year ending August 31, 2010 69,444
2011 64,267
2012 25228
2013 27,547
2014 29,863
2015-2019 188,059

M As at August 31, 2009 the Company has defined benefit pension plans that are not fully
funded. These plans have aggregate plan assets of $445.6 million (2008 - $312.2 million)
and aggregate benefit obligations of $534.9 million (2008 - $418.7 million).

Post retirement plans are non-contributory and include healih, dental, and life insurance
benefits. The assumed health care cost trend rates for the next year used to measure the

“expected cost of benefits covered for the post retirement health and life planswere 82%,
decreasing to an ultimate rate of 5.3% in 2019. A one percentage point increase in
assumed health care cost trend rates would have increased the service and interest cosis
and obligation by $0.7 million and $6.7 million, respectively. A one percentage point
decrease in assumed health care cost trends would have lowered the service and interest
costs and the obligation by $0.5 million and $5.5 million, respectively.

During 2008, §7.3 million in pension assets and related obligations related tc operations
which have been sold were transferred to the acquirer,

2
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“'" During 2009, the Company terminated a retirement compensation arrangement and as a

result, incurred a curtaiiment expense of $31.3 million which includes the realization of
$11.0 million of past service costs and $5.4 million of transitional obligations. The
obligations under the retirement compensation arrangement of $41.4 million were securad
by a letter of credit which was redeemed by the frustee. The obligations under this
arrangement will be seitled using the proceeds of this letier of credit and no further benefits
will accrue under this arrangement. In addition, during 2009, due to the sale of CHCH-TV
(note 5) the company wound up the related defined benefit pension plan and post
employment plan. For the defined pension plan the Company incurred a curtailment gain of
$4.2 million and a carresponding realization of $4.9 million of actuarial losses related to the
plan. The obligations under this pian will be settled using the plan assets. The termination
of the post-employment plan resulted in a curtailment gain of $1.1 million and a
corresponding realization of actuarial losses of $0.1 millicn. There is no ionger an obligation
outstanding related to this plan as a result the gain on settlement has been classified in
investment gains, losses and write-downs on the Statement of joss.

Accounting entries to allocate costs to different periods so as to recognize the iong-term
nature of employee future benefits.

(5)

25. FINANCIAL INSTRUMENTS AND FINANCIAL INSTRUMENT RISK MANAGEMENT

(a) Financial Instruments

Carrying Amounts as at
August 31, 2009
Financial
instruments Financial Financial
required to instruments liabilities Foreign currency
be classified classified as at interest rate
as held for available for Loans and amortized swaps accounted
trading sale receivables cost for as hedges
Financial Assets
Cash and cash
equivalents 106,051 - - - -
Resiricled cash 16,402 - - - -
Accounts receivable - - 466,232 - -
Dther investments - 9,152 - - -
122 453 9,152 466,232 - . I P
Financial Liabilities
Accounts payable and
accrued liabilities - - - 532743 -
Broadcast rights payable - - - 109,805 -
Long-term debt - - - 3,529,951 -
Derivative instruments - - B - 9,581
Hedging derivative
instruments - - - 98,634
Puttabie interest in
subsidiary - - 645,216 -
Other long-term accrued
liabilities - - - 25,855 -
- - - 4,843 570 108,215
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Carrying Amounts as at
August 31, 2008
{Revised note 21)

Financial
instruments Financial Financial
reguired to instruments liabilities Fereign currency
be classified  classified as at interest rate
as held for available for Loans and amortized swaps accounted
trading sale receivabies cost for as hedges
Financial Assets
Cash and cash
gouivalents 73,482 - - - -
Accounts receivable - - 552,891 - -
Other investments - 28,308 - - -
73,482 28,308 552,891 - -
Financial Liabilities
Accounts payable and
accrued liabilities - - - 492 180 -
Broadcast rights payable = - - 130,279 .
Lang-ierm debt - - - 3,475,005 -
Derivative instruments - - - - 154,865
Hedging derivative
instruments - - - 270,523
Puttable interest in
subsidiary - - 545,384 -
Other long-term accrued
liabilities - - - 17,809 -
- - - 4,660,647 425,388

During 2009, there have been no changes in classification of financial instruments.

Total interest expense for financial liabilities carried at amortized cost was $324.6 million (2008 -

$328.5 million).

The fair values as compared to carrying vaiues of the financial instruments are as follows:

2009 2008
{Revised note 21)
_ .. Carrying . _ Carrying I

Value Fair Value Value Fair Value

Financial Assets o
Cash and cash eguivalenis 106,051 106,051 73,462 73,462
Restrictad cash 16,402 16,402 - -
Accounts receivable 466,232 466,232 552,891 552,891
Other investments 9,152 9,152 28,308 28,308
597,837 597,837 654,661 654,661

Financial Liabilities

Accounts payable and accrued liabilities 532,743 532,743 4082 160 492 160
Broadcast righis payable 109,805 109,805 130,279 130,279
Long-term debt 3,529,951 2,289,189 3,475,005 3,165,156

Derivative instruments 9,581 9,581 154,865 154,865

Hedging derivative instruments 088,634 98,634 270,523 270,523
_Puttabte interest in subsidiary 645,216 630,853 545 394 528,164
OCther long-term accrued liabilities 25,855 25,855 17,809 17,809
4,951,785 3,696,660 5,088,035 4,758,956

The estimated fair values of financial instruments are based on relevant market prices and

information available at the time.
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(2008 - $4.2 million).

The fair value of the short term financial assets and liabilities, which include cash and cash
equivalents, accounts and other receivables, bank indebiedness, accounts payable, accrued
liabilities, broadcast rights payable, approximates their carrying value due to the short term nature
of these financial assets and liabilities.

The fair values of investments in equity instruments with a quoted market price and traded in an
active market are based on the closing guoted market price. The fair values of the investment in
private companies that do not have a quoted market price in an active market are not disclosed
due to the unavailability of quoted market prices and limited markets. The Company does not
intend to dispose of the investments in the near term.

The fair value of long-term debt is estimated by using market values for publicly traded debt. The
fair vatue of long-term debt, not publicly traded, is estimated by discounting future cash flows using
risk free interest rates adjusted for a credit spread. Credit spreads reflecting credit risk are affected
both by the financial condition and prospects of the Company and its subsidiaries as well as by
conditions affecting the credit market in general. A 0.25% increase in interest raies due to either a
change in credit risk or interest rates would decrease the fair value of non publicly traded debt by
$14.6 million (2008 - $15.7 million) and a $0.25% decrease would increase the fair value of non
publicly traded debt by $13.7 million (2008 - $16.0 million).

Hedging derivative instruments and derivative instruments are carried at fair value on the
consolidated balance sheet. These contracts are valued using an income approach which consists
of a discounted cash flow model that takes into account the present value of future cash flows
under the terms of the contracts using current market information as of the reporting date such as
prevailing interest rates and foreign currency spot and forward rates. Until settled, the fair value of
these instruments will iluctuate based on changes in interest rate and foreign currency rates.

The fair value of other long-term liabilities, including broadcast righis payable, approximate their
carrying value.

The fair value of the puttable interest in subsidiary is estimated by discounting future expecied
cash flows using the risk free interest rates adjusted for a credit spread aggregating to 20.4%. A
0.25% increase in interest rates due to either a change in credit risk or inferest rates would
decrease the value of the puttable interest in subsidiary by $3.7 million (2008 - $4.2 million) and a
0.25% decrease would increase the value of the Puttable interest in subsidiary by $3.7 million

(b) Financial Instrument Risk Management

The Company's activities expose it to a variety of financial instrument risks: market risk (including
foreign currency risk, fair value interest rate risk, cash flow interest rate risk and price risk), credit
risk and fiquidity risk. The Company uses derivative financial instruments to hedge foreign currency
and interest rate risk exposures. As a result of the changes in the Company's credit status (note 1)
it is no longer in position to utilize foreign currency and interest rate swaps to manage interesi rate
and foreign currency exchange risk at Canwest Media and Canwest Limited Partnership.

The Company usas different methods to monitor the different fypes of risk fo which it is exposed.
These methods include monitering fair value of derivative instruments, fair value of publicly fraded
dept, foreign exchange rates and interest rates with respect to interest rates and foreign exchange
risk, aging analysis and credit reviews for cradit risk and cash flow projections for liquidity risk.

Risk management is primarily the responsibility of the Company's corporate finance functions.
Significant risks are regularly menitored and actions are taken, when appropriate, according to the
Company's approved policies, established for that purpose. In addition, as required, these risks are
reviewed with the Company's Board of Directors.
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(i} Foreign Currency Risk

Foreign currency risk arises when asseis or liabiiities are denominated in a currency that is not the
entity’s functional currency. The Company is exposed to foreign currency risk arising from various
currency exposures, primarily with respect to US dollar denominated debt. The Company manages
its exposure on its US dollar denominated debt and expected foreign currency exposures on US
dollar denominated foreign currency cash flows associated with interest settlements. The
Company’s treasury risk management policy is to hedge, when possible, between 50% and 100%
of its US dollar denominated debt instruments. As a result of the changes in the Company's credit
status (note 1) it is no longer in position to utiiize foreign currency swaps to manage foreign
currency risk at Canwest Media and Canwest Limited Partnership.

As at August 31, 2009, the Company and its subsidiaries have entered into interest rate and
foreign currency swaps with a notional value of US$563.6 (2008 — US$2,189.6 million) (note 12),
representing approximately 22% (2008 ~ 87%) of its US dollar denominated debt. As at August 31,
2009, if the Canadian dollar had weakened or strengthened by 1% against the US dollar with ali
ofher variables held constant, after tax net earnings {loss) for the year would have been nil {2008 -
$6.4 million} higher or lower and after tax other comprehensive income {loss) would have been
$3.6 million {2008 - $12.6 million) higher or lower.

The Company has exposure on US dollar denominated debt of $2,051.4 million (2008 - $318.7
miltion). As at August 31, 2009, if the Canadian dollar had weakened or strengthened by 1%
against the US dollar with all other variables held constant, after tax net earnings (loss) for the year
would have been $19.0 million (2008 - $2.9 million} higher or lower, respectively, as a result of
foreign exchange gains (losses) on translation of US dollar denominated debt.

(i) Interest Rate Risk
The Company has no significant interest-bearing assets. The Company’s interest rate risk arises
from long-term borrowings issued at variable rates which expose the Company to cash flow

interest rate risk. Borrowings issued at fixed rates expose the Company fo fair value interest rate
risk.

The Company manages its cash flow interest rate risk by using interest rate and foreign currency
swaps. Such swaps have the economic effect of converting borrowings from US floating rates to
Canadian fixed rates or from US fixed rates to Canadian fixed rates. Under these swaps, the
Company agrees with other parties to exchange, at specified intervals, the difference between

" fixeéd contract rates and floating-rate interest amounts calculated by reference to the agreed -
notional amounts, as well as amounts reflecting the amortization of the principal amount. The
Company does not have a formal interest rate risk policy. As a result of the changes in the
Company's credit status (note 1) it is no longer in position to utilize foreign currency and interest
rate swaps to manage interest rate risk at Canwest Media and Canwest Limited Partnership.

As at August 31, 2009, including the impact of the hedging derivative instruments, the Company
holds $1,329.4 million (2008 - $1,613.9 million} of debt subject to cash flow interest rate risk and
$2,200.6 million (2008 - $1,861.1 million} of debt subject to fair value interest rate risk.

Cash Flow interest Rate Risk

As at August 31, 2009, if interest rates on long-term debt had been 10 basis points higher or lower
with all other variables heid constant, after tax net earnings (loss) for the year would have been
$0.8 million (2008 - $1.3 millien) higher or lower, respectively, as a result of higher or lower interest
expense on long-term debt, including the effect of the foreign currency and interest rate swap.
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Fair Value Interest Rate Risk

As at August 31, 2009, assuming all other variables are heid constant, a 25 basis point parallel

shift in the Canadian and US fixed yield curve would have resulted in a $6.7 million {2008 - $3.3
million) change in the fair value of the swap and no change in the fair value of the long-term debt.

104

2009 2008
25 basis $0.01
point change in Notional
Notional parallel Canadian Amount
Maturity Amount Fair Value shift dollar Fair Value

Derivative instruments: :
Floating 1o fixed interest

rate swap - - - - - 46,320 1,471
Floating to fixed interest

rale swap - - - - - 250,000 13,579
Floating to fixed interest Various to 305,349 9,581 291,136 (1,372)

ralg swaps " January 2018 {A%330,000) {A$10,315) - - {A$320,000) (A$1,551)
Ficating to fixed interest

rale swaps u - - - - 508,520 141,187

305,349 9,581 - 1,086,978 154,865

Hedging derivative

instruments:
Fair value hedging

instruments
Fixed to floating inferest

rate and foreign 717,396

currency swap - - - - - 1. (US§601,323) 86,344
-Cash flow hedging

instruments _
Fixed to floating interest 194,391 191,134
rate and foreign (A$210,084) (A5210,084)
currency swap March 2013 (US$125,000) 57,043 - - i {US§125 000) 62,950
Fixed to fixed interest

rate and foreign 190,646

currency swap - - - - - | (US$159.777) 26,451
Fixed 1o fixed interest

rate and foreign 429,000

CUITENCY swap - - - - - | (US$400,000} 8,834
Floating to fixed interest

rate and foreign 483,750

currency swap - - - - - | {US§460,373) 45,671
Floating to fixed interest R S

rate and foreign 480,285 471,438

currency swap February 2015 (US§438,618) 41,591 6,725 5,140 | (US$443,081) 40,273

674,676 98,634 6,725 5,140 2,493,364 270,523

' Ten Holdings has foreign currency and interest rate swaps that convert US dollar denominated

debt to Australian doliars. At August 31, 2009, if interest rates had changed by 25 basis points from
the year end rates with all other variables held constant, after tax net earnings (loss) for the year
would have been A$0.2 million (2008 - A$0.5 million) higher or lower, as a result of higher or lower
interest expense from borrowings. Other components of equity would have been A$1.0 million
(2008 — A$1.2 million) lower or higher as & result of an increase or decrease in the fair value of the
cash flow hedges of borrowings. '
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As at August 31, 2009, a $0.01 higher or lower change in the value of the Canadian dollar against
the US dollar, assuming all other variables are held constant, would have resulted in & $5.1 million
(2008 - $28.3 million) change in the fair value of the swap. The impact on after tax net earnings
(loss) would have been nil (2008 — $£.4 million) and the impact on other comprehensive income
(loss) for the year would have been $8.4 million (2008 - $22.1 million), as a resuit of changes in the
fair value of the swap. The change in the fair value of the debt does not have an impact on net
earnings (loss) and other comprehensive income (loss) as the debt is accounted for as an other
financial liability at amortized cost.

Hedging Derivative Instruments
During 2009, Canwest Media seitled hedging derivative instrumant related to its senior
subordinated notes and received cash proceeds of $104.8 milfion.

As a result of the failure to pay amounts due under the hedging derivative instruments, Canwest
Limited Partnership was in default of the terms of the hedging derivative instruments and the
counterpariies terminated the hedging arrangements and demanded payment of Canwest Limited
Partnership's net obligations under those arrangements in the aggregate amount of $68.8 million.
Canwest Limited Partnership has not satisfied the demand for payment and has recorded this
obligation at its amortized cost in accounts payable and accrued liabilities accruing interest at the

counterparty's cost of funds plus a margin. The liability is secured by substantially all the assets of
Canwest Limited Parinership.

As a result of the termination of the hedging derivative instruments the Company recorded interest
rate and foreign currency swap losses of $182.5 million and a foreign exchange gain on the related
long-term debt of $290.8 in the year ended August 31, 2009.

Derivative Instruments
During 2009, Canwest Media settled its derivative instruments for cash of $105.0 million.

The net loss on the hedging derivative instruments and derivative instruments, including the loss
on settiement, recorded in the statements of loss as interest rate and foreign currency swap losses
are $150.3 million {2008 ~ $54.0 million). During the year ended August 31, 2009, a gain of $5.9
million (2008 — a loss of $25.2 million) was recorded in the statements of loss which represented
the hedge ineffectiveness associated with the fair value hedging instruments.

~ (iii) Price Risk

Price risk arises from changes in market risks, other than interest rate risk or credit risk, causing

fluctuations in the fair value or future cash flows of the financial instrument. Prior to the sale of its
available-for-sale investment {note 7) the Company was exposed to price risk on the investment,
As at August 31, 2008, a $0.01 change in the market value per share of the Company’s publicly

traded investments would result in a change of $0.3 million in other comprehensive loss for the
year.

(iv) Credit Risk

The cbjective of managing counterparty credit risk is to prevent losses on financial assets. Credit
risk arises from cash and cash equivalents, derivative financial instruments, as well as credit
exposures related to outstanding receivables. The Company’s maximum exposure fo credit risk are
the amounts currently recognized as financial assets. Cash and cash equivalents are held at large
chartered Canadian and Australian banks and accordingly the credit risk is considered minimal as
the banks are rated at least AA. The Company is exposed to credit risk if the counterparties to the
foreign currency and interest rate swaps are unable to meet their obligations. The Company dees

not expect the counterparties to fail to meet their obligations as the counterparties are rated greater
than A.
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For exposures to accounts receivable from advertising agencies and other receivables, the
Company assesses the credit quality of counterparties, taking into account their financia! position,
past experience and other factors in determining credit limits. Credit is extended to customers
following a credit review that includes obtaining credit ratings from external sources. Credit limits
are determined based on credit assessment criteria and credit quality. Outstanding receivables are
monitored regularly and any credit concerns are brought 1o the attention of operational

management. The Company uses a variety of industry and other external sources to monitor its
customers.

Management regularly monitors accounts receivable aging, reviews customer credit limits,
performs credit reviews and provides allowances for potentially uncollectible accounts receivable.
The amounts disclosed in the consolidated balance sheets are net of allowances for doubtfut
accounts. The Company establishes an allowance for doubtful accounts that represents its
estimate of incurred losses in respect of accounts receivable. The main components of this
allowance are a specific loss component that relates to individually significant exposures and an
overall ioss component established based on historical trends.

Accounts receivable are impaired when there is evidence that collection is unlikely. The factors that
are considered in determining if collection is unlikely include whether a customer is in bankruptey,
under administration or the payments are in dispute. At August 31, 2008, the Company had
accounis receivable of $466.2 (2008 - $552.9 million), net of an allowance for doubtful accounts of
$10.9 million (2008 - $10.4 million), which adequately reflects the Company’s credit risk. At August
31, 2009, $136.5 million (2008 - $168.3 million} of accounts receivable is considered past due,
which is defined as amounts outstanding beyond normal credit terms and conditions for respective
customers, but not impaired.

The Company believes that its allowance for doubtful accounts is sufficient to reflect the related
credit risk. The activily of the allowance for doubtful accounts for the year is as follows:

2009 2008
{Revised note 21 )
Allowance for doubtful accounts — beginning of year 10,374 11,240
Bad debt expense 5,209 3,229
Write-offs (4,648) (4,149)
Foreign exchange (20) 54
Allowance for doubtful accounts — end of year . 10,915 10,374

A significant portion of sales by Canadian and CW Media television are made to advertising

agencies which results in some concentration of credit risk. For our Canadian subsidiaries on a
combined basis, 46% of the $285 million in accounts receivable as at August 31, 2009 are due
from the largest ten accounts. The largest amount, which is due from an advertising agency, is $22
million or 8%. For the CW Media television segment, 39% of the $60 million (2008 - 60% of the $63
million) in accounts receivable as at August 31, 2008 are due from the largest ten accounts. The
fargest amount, which is due from an adveriising agency, is $4 million or 6% (2008 - $6 million or
9%} of receivables at August 31, 2009. For the Canadian television segment, 74% of the $119
million (2008 - 68% of the $136 million) in accounts receivable as at August 31, 2009 are due from
the largest ten accounts which are all advertising agencies. The largest amount due from a single
agency is $13 million or 11% (2008 - $14 million or 10%) of receivables at August 31, 2009.

Sales in the publishing segment are widely distributed with 27% of the $106 million (2008 - 20% of
the $149 million) in accounts receivable as af August 31, 2008 due from the largest ten accounts
which are all advertising agencies. The largest amount due from & single agency is $6 million or
5% (2008 - $5 million or 3%; of receivables at August 31, 2009.
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For Ten Holdings, 70% of the $144 million (2008 — 67% of the $145 million) in receivables are due
from the largest ten accounts.

(v) Liquidity Risk

Liquidity risk is the risk that the Company will encounter difficulty in meeting obligations associated
with its financial liabilities and contractual obligations. The Company manages its liquidity risk
using cash on hand and by preparing cash flow forecasts, monitoring the value of assets used as
security in financing arrangements and by deferring or eliminating discretionary spending. At
August 31, 2009, the Company had cash on hand of $108 million including $43 million of Canwest

Limited Partnership cash, $32 million at CW Media, $24 millien at Canwest Media, and $5 million of
Ten Holdings cash.

As described in note 1, certain long-term debt is in default which resuits in these debts being due
on demand. If the long-term debt is demanded, the Company would not be able to satisfy these
obligations. As a result, $2.4 billion of long-term debt has been classified as current. Also, the
Company has restrictions on the availability of certain of the revolving facilities (notes 1 and 12).

The table below summarizes the Company’s financial liabilities by maturity at the balance sheet
date. The amounts disclosed in the table are the contractual cash flows,

Between1  Between2
Less than 1 and 2 and 5
year years years Thereafter Total
Accounts payable and accrued
liabilities 532,743 - - - 532,743
Broadcasi rights payable 109,805 - - - 108,805
Long-term debt and cash interest  2,388,964'" 128,553 272,472 1,342,881 4,132,870
Puttable interest in subsidiary - 448 490 834,715 - 1,083,205
Derivative instruments 6,497 - 2,304 701 322 9,824
Hedging derivative instruments
Cash outflow (Canadian :
dollar) 55,267 60,428 264,504 549,295 929,494
Cash inflow {Canadian dollar
equivalent of LJ.S. dollar} (30,831 {36,843) (187,555) (556,337 (811,666)
Other iong-term liabilities - 25,855 - - 25,855
3,062,345 628,787 984,837 1,336,161 6,012,130

- All debt which is in default has been classified as-payable in 2010 though there is significant-- - -~ —

uncertainty as to when this debt will be settled. See note 4, “Creditor Protection and
Recapitalization”,
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26. CAPITAL MANAGEMENT

The Company and its immediate subsidiary, Canwest Media (tocgether being the “Parent”), hold
conirolling interests in a number of media companies including Canwest Limited Partnership, CW
Media and Ten Holdings. The Company manages its capital at the Parent level separately from the
capital of these subsidiaries. For purposes of disclosures of capital management, the Company
has provided separate information about the Parent, Canwest Limited Partnership, CW Media
Holdings Inc. and Ten Holdings. The Parent information provided is based on the legal non-
consolidated statutory financial statements while the information provided for Canwest Limited

Partnership, CW Media and Ten Holdings is based on their individual consolidated financial
staterments.

The Parent

The Parent's capital management objective is to maximize shareholder returns while ensuring the
Parent is capitalized in a manner which appropriately supports its operations and provides flexibility
to take advantage of growth and development cpportunities. in managing its capital structure, the
Parent takes into account the asset characteristics of its subsidiaries, ptanned requirements for
funds and leveraging their individual borrowing capacities in the most efficient manner to achieve
the lowest cost of borrowing. As a result of declining operating results in iis subsidiary operations
the Parent was unable to support its current capital siructure and, accordingly, is pursuing a
recapitalization transaction through certain debt and other financial obligations may be converted
o equity (see note 4).

Canwest Limited Partnership

Canwest Limited Partnership's capital management objective is to maximize pariner returns while
ensuring the Canwest Limited Partnership is capitalized in a manner which appropriately supports
its operations and provides the flexibility to take advantage of growth and development
opportunities of the business. Canwest Limited Partnership was not in compliance with its debt
covenants as at August 31, 2009 and has entered into a forbearance agreement with its senior
secured lenders (notes 1 and 4) for the purposes of developing a recapitalization strategy. As a
result of the recapitalization strategy the Canwest Limited Partnership is currently developing
capital management policies and reviewing the objectives stated above.

CW Media
CW Media’'s capital management objective is to maximize shareholder returns while ensuring it is

capitalized in @ manner which appropriately supports its operations and provides the flexibility fo
 take advantage of growth and devsloprent opportunities of the business. CW Media's capitalis

comprised of net debt and sharehoiders’ equity, excluding AOCI. Net debt consists of interest-
bearing debt and capital leases less cash and cash equivalents.

CW Media monitors capital using a consolidated leverage ratio which is consolidated total
indebtedness as defined in its credit agreements less cash and cash equivalents held by CW
Media and ceriain subsidiaries divided by last four quarters Adjusted EBITDA. Adiusted EBITDA is
operating income before amortization adjusted to exclude non-recurring items, unusuai items and
other adjustments permitted in calculating covenant compliance under the senior secured credit
facilities and the senior unsecured notes. Adjusted EBITDA is a non-GAAP financial measure
without any standardized meaning prescribed by Canadian GAAPR and, therefore, is unlikely to be
comparable with the calculation used by other companies. Under CW Media's senicr secured
credit facilities and senior unsecured notes, CW Media is required to maintain a consolidated
leverage ratio of less than 9.8:1.0. At August 31, 2009, the consolidated leverage ratio was 4.2:1.0.

There were no changes in CW Media’s approach to capital management during the period. As at
August 31, 2008 CW Media is in compliance with its covenants.
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Ten Network Holdings Limited 1 0 9
Ten Holdings' capital management objective is to safeguard its ability to continue as a going

concern so that it can continue to provide returns for shareholders, benefit other stakeholders,

maintain an optimal capital structure fo reduce the cost of debt and maintain a flexible financing

structure so as to be able to take advantage of any new investment opporiunities or initiatives that
may arise.

in order to maintain or adjust the capital structure, Ten Holdings may adjust the amount of
dividends paid to shareholders, return capital to shareholders, issue new shares or sell assets to
reduce debt. In August 2009, an equity raising was conducted through an institutional placement of
120 million shares at A$1.15 per share. The $120.7 million (A$134.1 million) funds received, net of
costs, was used to pay down debt. The equity raising was carried out 28 a prudent measure to
strengthen and enhance flexibility in the balance sheet.

Under the Ten Holdings credit facilities, Ten Holdings is required to maintain a consolidated
leverage ratio. Ten Holdings has complied with all its debt covenants as of August 31, 2008.

Ten Holdings is not subject to externally imposed capital requirements. Ten Holding's capital
management strategy has not changed during the year ended August 31, 2009.

27. JOINTLY CONTROLLED ENTERPRISES

The following amounts included in the consolidated financial statements represent the Company's
proportionate interest in joint ventures.

2009 2008

Balance sheets
Assets
Current assets 5,244 5,095
Long-term assels 4,805 4,877

10,149 9,772
Liabilities
Current liabilities 1,705 573
Long-term liabilities 535 535

2,240 1,108
" “Statements of earnings )

Revenue 28,146 27,378
Expenses 14,779 14,703
Net income 13,367 12,675
Statements of cash flows
Cash generated (utilized) by:
Qperating activities 14,807 11,748
Investing activities - -
Financing activities (14,107} (11,581)
Net increase in cash 700 167
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28. RELATED PARTY TRANSACTIONS

A company affiliated with the Company’s controlling shareholders owns Canwest Place in
Winnipeg, Manitoba, a building in which the Company is a tenant. During 2009, rent paid to this
company amounted to $1.1 million (2008 - $1.1 million} and is included in operating expenses. The
annual obligations under these operating leases of $0.7 million and $0.4 million continue until
August 2010 and May 2018, respectively. In addition, during the year ended August 31, 2008, the

Company has included in operating expenses $0.3 million of building development expenses
payable to this company.

All related party transactions have heen recorded af the exchange amounts, which are
representative of market rates.

29. COMMITMENTS, CONTINGENCIES AND GUARANTEES

Commitments

{a) The Company has entered info various agreements for the right to broadcast certain feature
films and television programs in the future. These agreements generally commit the Company
o acquire specific programs or films or certain levels of future productions. The acquisition of
these additional broadcast rights is contingent on the actual production and/or the airing of the
programs cor films. Management estimates that the commitments related to these agreements
will result in annual broadcast rights payments as follows:

2010 504,586
2011 268,014
2012 136,880
2013 126,765
2014 133,443

(b) For the year ended August 31, the Company’s future minimum lease payments under the terms
of its operating leases are as follows:

2010 109,325
2012 84,227
2013 72,971
2014 67,873
Thereafter 153,031

{c) The Company is required to spend $151.3 million on initiatives that will benefit the Canadian
broadcasting industry over a period of seven years. This obligation was initially recorded at fair
value, being the sum of discounted future net cash flows using a discount rate of 8.5% with an
offsetting entry to goodwill.

Changes in this obligation during the fiscal year ended August 31, 2009 and the period January
1, 2008 o August 31, 2008 are as follows:

2009 2008
Amortized cost — begirning of period 113,688 113,327
Incurred related axpenditures (19,117) (4,980)
Interest accretion 8,971 5,341
Amortized cost — end of period 103,542 113,688
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As at August 31, 2009, $29.7 million {2008 - $26.6 million) of this obligation has been classified
as current.

Future expendifures related to these initiatives are projected as follows:

2010 30,878
2011 24,472
2012 23,931
2013 23,931
2014 23,931
127,143
Amount representing discounting {23,601)
103,542

Contingencies

(a) Arbitration related to amounts owed by Hollinger International Inc., Hollinger inc. and certain
related parties (collectively "Hollinger”) related to certain unresoived adjustments and claims
related to its acquisition of certain newspaper assets from Hollinger have been settled. During
the year ended August 31, 2009, the arbitrator awarded the Company a net settlement of $50.7
million plus interest and costs. The Company and Hollinger negotiated a settlement and the
Company received $34 million and assumed certain post-employment benefit obligations, The
Company applied $20.1 million against receivables from Hollinger and $13.9 million against the
Publishing segment goodwill.

(b} In March 2001, a statement of claim was filed against the Company and certain of the
Company’s subs:dlarles by Canwest Broadcasting Ltd.'s ("CBL's") former minority shareholders
requesting, among cther things, that their interests in CBL. be purchased without minority
discount. In addition, the claim alleges the Company wrongfully terminated certain agreements
and acted in an oppressive and prejudicial manner towards the plaintiffs. The action was
stayed on the basis that the Ontario courts have no jurisdiction to try the claim. In April 2004, a
statement of claim was filed in Manitoba by the same minority shareholders, which was
substantially the same as the previcus claim, seeking damages of $425 million. In June 2005,
the Company fited a Statement of Defence and Counterclaim. In its defence, the Company

__denies any liability to the plaintiffs and.in its Counterclaim, the Company is seeking a

declaration of the fair value of the former minority shareholders' interest in CBL and repaymeht -

of the difference between the fair value and the redemption amount paid by the Company to
the former shareholders. The Company believes the allegations in the Statement of Claim are
substantially without merit and nct likely to have a material adverse effect on its business,
financial condition or results of operation. The outcome of this claim is not currently
determinable and the Company intends to vigorously defend this lawsuit.

(¢} The Company is one of several defendants to a claim by a proposed class of freslance writers
instituted in July 2003 in respect of works that they provided to newspapers and other print
publications in Canada. The total amount claimed (by all plaintiffs against all defendanis) is
$500 million in compensatory damages and $250 million in exemplary and punitive damages.
The outcome of this claim is not currently determinable.

(d} The Company is involved in various legal matters arising in the ordinary course of business.

The resolution of these matters is hot expected to have a material adverse effect on the
Company's financial position, results of operations or cash flows.
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Guarantees

In connection with the disposition of assets, the Company has provided customary representations
and warranties that range in duration. In addition, as is customary, the Company has agreed to
indemnify the buyers of certain assets in respect of certain liabilities pertaining to events occurring
prior to the respective sales relating to taxation, environmental, litigation and other matters. The
Company is unable to estimate the maximum potential liability for these indemnifications as the
underlying agreements often do not specify a maximum amount and the amounts are dependent

upon the outcome of future contingent events, the nature and likelihood of which cannot be
determined.

In connection with the acquisition of Alliance Atlaniis, the Company and Goldman Sachs eniered
into an indemnity agreement dated August 15, 2007 (the "Indemnity Agreement”) and a
shareholders agreement dated August 15, 2007 (the "Shareholders Agreement"} governing the
manner in which the affairs of CW Investments Co. would be conducted. Pursuant to the Indernnity
Agreement, the Company has agreed tc indemnify Goldman Sachs with respect to certain
representations contained in the Indemnity Agreement and the Shareholders Agreement for an
amount not to exceed $125 million and subject to a $25 miflion damages threshold and a $25
million deductible. The indemnity provided by the Company will terminate on the delivery of certain
audited annual financial statements relating to CW Media and in any event no later than May 31,
2012 (the "Survival Date"). Also, Goldman Sachs agreed to joinily and severally indemnify the
Company with respect to their representations contained in the Shareholders Agreement for an
amount not to exceed $65 million and subject to a $25 million damages threshold and a $25 million
deductible. The indemnily provided by Goldman Sachs will also terminate on the Survival Date.

In addition, CW Media enfered into an agreement dated August 15, 2007 (the “Separation
Agreement”) pursuant to which certain of the parties to the Separation Agreement agreed to
indemnify CW Media in respect of specified liabilities, including certain tax liahilities, and in some
cases, on a joint and several basis. As at August 31, 2009, the Company has recorded income tax
liabilities of $30.3 million (2008 - $27.3 million) which according to the terms of this agreement will
be recoverable from other parties to the Separation Agreement if and when the liabilities are
realized. The Company has recorded accounts receivable in this amount.

The Company has agreed to indemnify its current and former directors and officers 1o the extent
permitted by law against any and all charges, cosis, expenses, amounts paid in settiement and
damages incurred by the directors and officers as a result of any lawsuit or any other judicial,
administrative or investigative proceeding in which the directors and officers are sued as result of
their service. These indemnification claims will be subject to any statutory or other legal limitation
~ period. The nature of such indemnification prevents the Company from making a reasonable

‘estimate of the maximum potential amount it could be required to pay to counter parties. At August

31, 2008 the Company has $40 million in directors’ and officers’ liability insurance coverage.

30. SEGMENT INFORMATION

The Company operates primarily within the publishing, television and out-of-home advertising
industries in Canada and Australia. Segment information has been retroactively revised to reflect
the Company's current reportable segment structure due to the sale of the United Kingdom and
Turkey radio segments and The New Republic.

Each segment operates as a strategic business unit with separate management. Segment
performance is measured primarily upon the basis of segrnent operating profit. The Company
accounts for intersegment revenue as if the revenue was to third parties.
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Segment information and a reconciliation from segment operating profit to earnings (loss) before

income taxes are presented below:

Ravenus!"@ Segment operating profit

Toial assets

Capital expenditures

2009 2008

2009 2008 2008 2008 2009 2008
(Revised note 21) {Ravised noles 3 [Revised notes 3 {Revised nole 21)
and 21) and 21)
Operating Segments
Publishing®™ 1,089,075 1,268,065 177,116 295,065 1,480,444 7,781,331 30,843 36,807
Television )
Canada™ ™ 523,834 670,702 29,945 43,886 389,899 549,325 27,280 55,948
CW Media 376,245 360,024 163,850 120,571 1,782,212 1,769,075 1,550 2,865
1,000,083 1,030,726 183,895 164,237 2,172,111 2,318,400 28,830 . B8B13
Australia $36,998 752,530 118,131 185474 816,199 828,102 19,578 18,385
Tola! television 1,638,079 1,783,256 312,028 349,711 2,988,310 3,146,502 48,408 77,108
"Gufrol-home 138944 187,841 (3077 6,368 187,741 233,752 CUEGETTTAEE
Intersegment
_Jfevenue (1,539) (7.613)... e e e
Corporaie and other - - {24,058) (34.745) 40,424 250,689 73 218
e 2,867,459 3,235,349 462,007 616,400 4,666,965 6,421,254 79,330 128,013
Reslructuring
EXPENSes - - (72,158) (20,715)
Broadcast rights
write-downs, - - {48,756) -
Retirement plan
curtailment expense - {31,327) -
Discontinued
cperations - - - - - 54,038
2,867 459 3,235,349 309,766 505,885 4,666,969 6,515,202 79,330 128,013
Eliminaticn of equity
accounted
affilistes™ - (108,757) - (44,440)
2,867,459 3,126,582 308,766 551,245 4,666,960 6.515,292 79,330 128,013
Amariization of intangibles 7.978 9,040
Amortization of property and eguipment 104,590 113,639

Other amortizalion 412 379

Operating income 196,786 428,287 N
_ Interest expense 324872y (328,517) B -

Accretion of long-term liakilifies (108,186) (67,560)

Interest income 2,445 21,948

Inierest rate and foreign curmency swap losses (150.327) (53,991)

Foreign exchange gains (losses) 277,852 (10,219)

Investment gains, losses and write-downs 52,512 (31,852)

Impairment kss on property and equigment {32,418) -

Impairment loss on intangible assets (226,341} (408,484)

Impairment loss on goodwill (1,158,338) (596,895}

Loss befare income t{axes and other items (1,471,598} {1,047,088)

(1)

- _intersegment revenue: Canadian television — $0.6 million (2008 — $6.4. million), Publishing — ... . -

()

(4)

(8)

Represents revenue from third parties. in addition, the following segments recorded

$1.0 million {2008 — $1.2 million).

Revenue consist of advertising revenue of $2,401 million for the year ended August 31, 2009
(2008 — $2,720 million) and circulation and subscriber revenue of $466 million for the year
ended August 31, 2009 (2008 — $406 million).

Operating expenses for the year ended August 31, 2009 includes a reduction of $6.2 million
and $1.4 million for employee health and insurance benefits related to prior years for the
Publishing and Canadian television operating segments, respectively, In addition, the
Publishing segment has a $6.7 million increase to operating expenses for non-pension benefits
related to prior years. The Company has determined these adjustments are not material to the
recorded results and accordingly the adjustments have been included in net earnings (loss).
These adijustments reduced the loss per share by $0.01 per share.

Operating expenses for the year ended August 31, 2009 includes a reduction of $4.0 million of
regulatory fees related to a change in estimate.

Elimination of the Company’s equity interest in regulated entities of CW Media.
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31. SUBSEQUENT EVENTS

Sale of Victoria television station
On September 4, 2009 the Company’s subsidiary, Canwest Television Limited Partnership, sold

substantially ali of the asseis, excluding the land and buildings, of CHEK-TV in Victoria for nominal
proceeds,

Sale of shares in Ten Holdings

On October 1, 2009 the Company sold its controlling interest in Ten Holdings, consisting of the
Company's Australian television and Out-of-home operating segments (see note 30, “Segment
Information”), for net proceeds of $618 million. A gain of approximately $575 million was realized
on the sale. As a result of the sale, Ten Holdings will cease to be consolidated in the Company's
results for the first quarter of fiscal 2010 and will be reflected as a discontinued operation in the
consolidated statements of loss, the net cash flows will be classified as operating, investing and
financing activities from discontinued operations in the consclidated statements of cash flows and
the assets and liabilities will be classified on the consolidated balance sheets as assets and
liabilities of discontinued operations.

Selected Ten Holdings financial information for the years ended August 31:

2009 2008

Revenue 769,940 914,171
QOperating expenses 654,886 722,328
Segment operating profit 115,054 191,843
Net earnings (loss) {21,384) 41,167
Current asseis 268,230 312,772
Total assets 973,990 1,051,834
Current liabilities 233,644 243,856
Long-term debt 366,372 518,987
Other non-current fiabilities 328,849 279,621
Cash flow from operating activities 51,642 60,848
Cash flow from investing activities (19,784) (33,988)
Cash flow from financing activities {54,127} (21,421)

The net proceeds received from the sale of Ten Holdings were advanced to Canwest Media in the
form of a $187.3 million senior secured promissory note secured by all property, assets and
undertakings of Canwest Media and certain guarantors, and a $430.6 million unsecured
promissory note in each case by a wholly owned subsidiary (which is not a Canwest Applicant) that
previously held the shares in Ten Holdings. Advances under the senior secured promissory note
were used 1o repay all outstanding principal and interest of the 12% secured notes, repay all
outstanding advances and interest of the secured revolving credit facility, and to provide additional
operating liquidity. Advances under the unsecured promissory note were deposited with The Bank
of New York Mellon, as trustee (the "Trustee”) for Canwest Media's 8% senior subordinated
unsecured notes, in a cash collateral account for the benefit of the helders of the senior
subordinated unsecured notes pursuant to a cash deposit agreement {the "Cash Deposit
Agreement”) between Canwest Media and the Trustee. Pursuant to the instructions of a majority of
the holders of the senior subordinated unsecured notes, amounts cutstanding under such notes
were accelerated on September 30, 2009 and the funds held by the Trustee pursuant to the Cash
Deposit Agreement were applied by the Trustee to a reduction of such outstanding amounts.
Following the application of such funds and pursuant to further instructions from a majority of the
holders of the senior subordinated unsecured notes, the senior subordinaied unsecured notes
weré reinstated with an aggregate outstanding principal amount of US$393.2 million.
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CRTC Part Il Fees

On October 7, 2009, the Government of Canada and the Canadian Association of Broadcasters
(“CAB") reached a settlement regarding the legal dispute over the validity of the Part Il Licence
fees payable annually to the CRTC by television and radio broadcasters. Under this settlement, the
Federal Government is recommending that the CRTC develop a new forward-looking fee regime
that would be capped at $100 million per year. The Federal Government agreed not to seek past
amounts owing by the broadcasting indusiry. In return, the CAB has agreed to discontinue court
action against the Federal Government regarding the validity of Part Il Licence fees. As at August
31, 2008, the Company had accrued $29.0 million (2008 - $19.6 million} in current liabilities
representing unpaid Part |l Licence fees which will be reversed into net earnings (loss) in the first
quarter of fiscal 2010.

Goldman Sachs Motion

On November 2, 2009, certain funds managed by Goldman Sachs served a motion in the CCAA
proceedings seeking, among other things, an Order setting aside the transfer of the shares of CW
lnvestments Co. from a numbered company subsidiary of Canwest Media to Canwest Media. The
Canwest Media Entities have taken the position that this motion is stayed by the terms of the Initial
Order of the Court in the CCAA proceedings, which position has not been accepted by Goldman
Sachs. As this matter is currently before the cousts, it is uncertain how the Goldman Sachs
motion may affect the CCAA restructuring process or Goldman's alleged contractual rights with
respect to the shares of CW Investments Co. now held by Canwest Media.
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PricewaterhouseCoopers LLP
Chartered Accountants

One Lombard Place, Suile 2300
Winnipeg, Manitoba

Canada R3B 0X6

Telephone +1 (204) 926 2400

April 9, 2009 Facsimile +1 (204) 944 1020

K

To the Audit Committee of Canwest Globa! Communications Corp,

In accordance with our engagement letter dated August 16, 2008, we have reviewed the accompanying
interim consolidated balance sheets of Canwest Global Communications Corp. (the “Company”) as at
February 28, 2009 and the related interim consolidated slatements of earnings (loss), comprehensive loss,
retained earnings (deficit) and cash flows for the three and six month periods ended February 28, 2009 and
February 29, 2008. These interim consotidated financial statements are the respensibility of the Company’s
management.

We performed our review in accordance with Canadian generally accepled standards for a review of interim
financial statements by an entity’s auditor. Such an interim review consists principally of applying analytical
procedures to financial data, and making enguiries of, and having discussions with, persons responsible for
financial and accounting matters. An interim review is substantially less in scope than an audit, whose
objective is the expression of an opinion regarding the interim financial statements; accordingly, we do not

express such an opinion. An interim review does not provide assurance that we would become aware of any
or all significant matters that might be identified in an audit.

Based on our review, we are not aware of any material modification that needs to be made for these interim
consolidated financial statements to be in accordance with Canadian generally accepted accounting
principles.

The accompanying balance sheet as at August 31, 2008 is a reproduction of the balance sheet from the complete
financial statements of the Company, as at August 31, 2008 and for the year then ended, on which we expressed
an opinion without reservation in our report dated November 13, 2008. The fair reproduction of the complete
balance sheet is the responsibility of management. Our responsibility is to report on the reproduction of the

-balance sheet. In-our opinion, the accompanying balance sheet as at August 31, 2008 is appropriately reproduced. - - -

This report is solely for the use of the Audit Committee of the Company to assist it in discharging its
regulatory obligation to review these interim consolidated financial statements, and should not be used for
any other purpose. Any use that a third party makes of this report, or any reliance or decisions made based
on it, are the responsibility of such third parties, We accept no respousibility for loss or damages, if any,
suffered by any third party as a result of decisions made or actions taken based on this report.

%mwmmcaw LLP

Chartered Accountants

“PricewaterhouseCoopers” refers to PricewaterhouseCoopers LLP, an Ontarie limited liability partnership, or. as the conlext reguires, the
PricewalerhouseCoopers giobal network or other member firms of the network, each of which i5 a separale and independenl legal entity.



CANWEST GLOBAL COMMUNICATIONS CORP.
CONSOLIDATED STATEMENTS OF EARNINGS (LOSS)

(UNAUDITED)

{in thousands ¢f Canadian dollars except as otherwise noted)

For the three months ended

For the six months ended

February 28, February 29, February 28, February 29,
2009 2008 2009 2008
{Revised note 12} (Revised note 12)
Revenue 636,628 700,538 1,521,712 1,566,746 __
Operating expenses 377,694 390,715 825,624 807,301
Seliing, general and administrative
expenses 183,598 210,292 401,128 424,634
Restructuring expenses [note 7) 19,728 4,611 34503 16,256
Broadcast rights impairments (note 8) 40,196 - 40,196 -
15,412 94,920 220,260 218,555
Amortization of intangibles 1,912 2,217 4,089 4,648
Amaortization of property and equipment 27,843 28,466 54,317 53,3492
Cther amortization 511 218 659 440
Operating income (loss) {14,854) 84,019 161,195 260,118
Interest expense {75,779} (77,769) (156,196) (160,204
Accretion of long-term liabilities (9,829) (24,197 (38,062) (48,078)
Interest income 545 3,400 1,310 19,769
Interest rate and foreign currency swap
gains (losses) {6,513) {13,171} 19,870 {40,930)
Foreign exchange gains {losses) (15,878) (1,814) (83,379) 4,273
Investment gains, losses and write-downs {5,509) (332) (6,672) 2,536
Impairment loss on property and equipment
(note B) (32,374 - (32,374) -
Impairment loss on intangible assets {note
6) (238,903) - (238,903) -
Impairment loss on goodwill (note 6} (923,131) - {923,131) -
(1,322,225) (49,864) (1,206,2427 37,484
Provision for {recovery of) income taxes
(note 8) 137,070 (10,313) 176,265 25,610
Earnings (loss) before the fallowing (1,459,295) (39,551) (1,472 507) 11,874
Minority interest 25,398 (10,167) 6,622 (38,846)
Interest in earnings of equity accounted :
~ affiliates (note 5) - —— 8B40 19,74% 555 77
Realized currency iranslation adiustments (218) (1,082} {216) (1,062}
Net earnings {loss) from continuing
operations {1,433,773) {31,039) (1,465,546} 11,543
Loss from discontinued operations (2,612) (2,837) {3,401) (4,674)
Net earnings {loss) for the period (1,436,385) {33,878) {1,468,947) 6,868
Earnings (loss) per share from
continuing operations;
Basic {$8.07) {3017 ($8.25) $0.06
Diluted {$8.07) ($0.17) {$8.25) 30.08
Earnings (loss) per share: B
Basic ($8.09) ($0.18) ($8.27) $0.04
Diluted ($8.09) (30.18) ($8.27) $0.04

The notes constitute an in integral part of the consolidated financial statemenis.
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CANWEST GLOBAL COMMUNICATIONS CORP.

CONSOLIDATED BALANCE SHEETS
{(UNAUDITED)
{In thousands of Canadian dollars)

As at As at
February 28, August 31,
2009 2008
(Revised note 12)
ASSETS
Current Assets
Cash and cash equivalents 69,444
Accounts receivable 530,410 60,127
inventory 11,165 10,710
investment in broadcast rights 276,489 278,194
Future income 1axes 15,683
Other current assets 30,310
Assets of discontinued operafions 5298
934,030 1,014,732
Other investments 18,490 28,308
investment in broadcast rights 257,231 181,630
Property and equipment 662,023 713,800
Future income taxes 228,402 369,791
Other assets 30,835 112,
Hedging derivative instruments 255177 -
Intangible assets (note 6) 1,479,550 1,756,566
Goodwill (note 6) 1,375,489 2306561
Assets of discontinued operations 80 1,926
5,241,287 6,514,794
LIABILITIES
Current Liabilities L
Accounts payable 136,962 219,791
Accrued liabilities (note 7) 324,642 307,822
Incomne taxes payabig 30,100 28,404
Broadcast rights payable 170,273 130,279
Deferred revenye 37,868 38,756
Fuiure income iaxes 47,916 39,475
Current portion of long-term debt and obligations under capital leases 74,043 16,738
Curreni porlion hedging derivative instruments 23,363
Current portion of derivative instruments (note 11) 105,434
Liabilities of discontinued operations 3,002
953,6C1
Long-term debt (note 9) 4,024,057
Hedging derivative instruments 20,596
Derivative instrumeants _ o 19,268
Obligations under capital leases 5,629
Cther long-term liahilities 201,885
Future income taxes 154,777
Deijerred gain 153,405
Puttable interest in subsidiary {note 10) 578,850
Minority inferest 4,568
Liabilities of discontinued operations 117
6,176,751
Going concern {note 1)
Contingencies (note 19}
Subsequent events (note 21)
SHAREHOLDERS' EQUITY
Capital stock 852,375
Contributed surplus 15,662
Deficit (1,703,502 {934555)
Accumulated other comprehensive loss {note 13} (99,999} {64,891}
{1,803,501) (299,446)
(935,464} 567,233
5,241,287 6,514,794

The notes constituts an in integral part of the consolidated financial statements.

4
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CANWEST GLOBAL COMMUNICATIONS CORP.
CONSOLIDATED STATEMENTS OF COMPREHENSIVE LOSS
{(UNAUDITED)

(In thousands of Canadian doliars)

For the three months ended  For the six months ended
February 28, February 28, February 28,

2009 2008 2009

2008

120

“February 29,

Net earnings (loss) for the period (1,43€,385) (33,875) (1,468,947)

6,869

Other comprehensive income (loss)

Unrealized foreign currency translation
gains (losses) on net assets of self-
sustaining foreign operations (441) (1,878) 2,850

{1,421)

Realized foreign currency translation
losses on net assets of self-sustaining
foreign operations 2186 1,062 2186

1,062

Foreign currency transiation adjustment (225) (818) 3,166

Change in fair value of hedging

derivaiive instruments designated as

cash flow hedges net of tax of $5.7 and

$10.1 miilion for the three and six

months ended February 28, 2009,

respectively (2008 - $7.7 million and

$15.6 million, respectively) 1,089 {18,987} (38,274)

(359).

(35.723) .

Unrealized loss on available-for-sale
investment net of tax of nil {2008 — nil) - (7,924) (10,883)

(17,893)

Reclassification of impairment loss on
available for sale investments realized in
net foss for the petiod net of tax of nil

{2008 ~ nil) 10,863 10,863

10,883 (7,924)

(17.693)

Comprehensive loss for the period (1,424 648) (61,603)  (1.504,055)

(47,106)

CONSOLIDATED STATEMENTS OF RETAINED EARNINGS (DEFICIT)

(UNAUDITED)
e — - _{In thousands.of Canadian dollars)_ .

For the three months ended  For the six months ended

February 28, February 28, February 28,

February 29,

2009 2008 2009 2008
Retained earnings (deficit) -~ beginning
of period (287,117) 846,270 (234,555) 805,525
Net earnings (loss) for the period (1,436,385) {33,876) {(1,468,847) 6,869
Retained earnings {deficit) — end of
period {1,703,502) 812,394 (1,703,502) 812,394

The notes constitute an in integral pari of the consolidated financial statements.
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CANWEST GLOBAL COMMUNICATIONS CORP.
CONSOLIDATED STATEMENTS OF CASH FLOWS
(UNAUDITED) ‘
(In thousands of Canadian dollars)

For the three months ended For the six months ended
February 28, February 29, February 28, February 28,
2009 2008 2008 2008
(Revised note 12) {Revised ncte 12)
CASH GENERATED (UTILIZED) BY:
OPERATING ACTIVITIES
Net earnings {loss} for the period (1,436,385) (33,876) {1,468,947) 5,869
Net loss from discontinued operations 2,612 2,837 3,401 4,674
items not affecting cash T
Amortization 30,266 30,901 59,065
Net non-cash interest expense 15,182 9,668 30,616
Accretion of long-term liabiiities 9,829 24,197 38,062
Future income taxes 148 585 48 160,921
Realized fareign currency translation
adjustments 216 1,082 218 1,082
inierest rate and foreign CUITERCY SWap (QAINS) T T
losses, net of settlements 1,708 10,686 (35,891}
Broadcast rights impairments 40,196 - 40,196 o -
impairment joss on property and equipment, ‘
intangible assets and goodwill 1,194,408 - 1,194,408 -
Investment gains, losses and write-downs 5,509 332 8,672 (2,536)
Pension expense in excess of (less than)
employer contributions (6,728} 977 (7,022} 2,357
Minority interest {25,398} 10,187 (6,622) 38,846
Earnings of equity accounted affiiiates (340) (19,741} (555) (39,577)
Foreign exchange (gains) losses 14,727 (1,365 79,974 (8,264)
Stock based compensation expense {note 15} 163 758 1,358 1,527
(5,452) 36,662 95,752 158,387
Changes in non-cash operating accounts {6,899) 9,648 {110,622) (135.959)
Cash flows from operating activities of continuing
operations ' {12,351 46,310 (14,870) 23,428
Cash flows from operating activities of discontinuing
operations (368) (2,564) (1,284} (5.,480)
Cash flows from operafing activities {12,719) 43,748 (16,154) 17,938
INVESTING ACTIVITIES
Other investments - (58) (100) (4,703)
Payments of acquisition costs - (1,876) - (27,477)
_Cash from equity accounted affiliates - 45,5685 - 45,595
Proceeds from sale of property and equipment 12,966 17 12,983 28 7
Purchase of property and eguipment (22,718} (27,742) (51,305) (55,438)
Investing activities of discontinued operaticns - (33) - (281)
(9,752) 15,903 {38,422 (42,276)
FINANCING ACTIVITIES
Repayment of long-term debt (2,437) (2,437} (4,875)
Advances (repayments) of revolving facilities, net of
financing cosis 34,178 (42,703) 62,494 15,402
Increase in bank indebtedness - 2,650 - 4,727
Swap recouponing payments 5,000 - 5,000 {5,000)
Payments of capital leases (242) (208) (1,695} {1,550)
Payment of distributions to minerity interest ) {7,502) (35,889) (9,631) {36,679)
28,997 {78,585) 51,283 {28,090}
Foreign exchange gain (loss) on cash deneminated
in foreign currencies 389 1,224 (3,187) 2,543
Net change in cash and cash equivalents 6,915 (17,712} (6,470} (49,885)
Cash and cash equivalents ~ beginning of
period 62,529 82,719 75,914 124,892
Cash and cash equivalents — end of period 69,444 75,007 69,444 75,007

The notes constitute an in integral part of the consclidated financial statements.
6
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CANWEST GLOBAL COMMUNICATIONS CORP.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE THREE AND SIX MONTHS ENDED FEBRUARY 28, 2009 AND FEBRUARY 29, 2008
(UNAUDITED)
(In thousands of Canadian dollars except as otherwise noted)

1. GOING CONCERN

These consolidated financial statements have been prepared on a going concern basis in
accordance with Canadian generally accepted accounting principles ("GAAP") which assumes that
the Company will continue in operation and be able to realize its asseis and discharge its liabitities
and commitments in the normal course of business for the foreseeable future. There is significant
doubt about the appropriateness of the going concern assumption because of the material
unceriainty caused by the current market conditions including the Company’s declining advertising
revenue, ability to realize cost reductions, ability to divest of non-core assets, ability to restructure
the operations and the Company's current liquidity situation and its noncompliance with the terms of
its senior secured credit facility and failure to make an interest payment on the Canwest Media Inc.
8% senior subordinated notes. The media industry has recently experienced declines in advertising
revenue refiecting a weak economic environment. The outlock for the advertising market remains
uncertain and the weakness in the advertising market is likely 1o continue until the economy
improves,

The Company's operating results and cash flows for the three and six months ended February 28,
2009 reflects the effecis of the deterioration in the economy and reduced advertising revenue for
its Canadian television (excluding its CW Media segment), Australian television, Turkey radio, Out-
of-home and Pubiishing operations. As described in note 7 and under the heading “recapitalization”
below, the Company has developed restructuring plans to reduce costs and close underperforming
operations. Management is continuing to assess other strategies to improve operating results and
cash flows, ic adjust its capital structure and to reduce its debt obligations, including the sale of
assets, and other operational changes. While management believes that progress is being made in
implementing strategic plans approved by management and there are certain other strategies
available to enhance operations and adjust the capital structure of the Company, there is no
assurance as to the outcome or success of these strategies. Further, the Company’s results for
2009 and future periods are subject to numerous uncertainties.

Canwest Media Inc.

Due to the decline in the subsidiary operating results, cash distributions from the non-guarantor
subsidiaries, including Canwest Limited Partnership and Ten Holdings, to Canwest Media Inc.
have been substantially reduced. As a result, during the quarter, management determined that
Canwest Media Inc. would not be able to comply with the financial covenants under its senior
secured revolving credit facility and, consequently, Canwest Media inc. entered into negotiations
with its senior lenders. Canwest Media Inc. and the senior lenders agreed to permanently reduce
the senior lending facility to $112 million from $300 million and the senior lenders agreed to waive
the events of default arising as a result of the failure to comply with certain covenants under the
senior secured credit facility and the failure to make an interest payment on the 8% senior
subordinated notes, as discussed below, until the earlier of April 21, 2009 and the date the holders
of the 8% senior subordinated notes take any action to enforce their rights. During this period
Canwest Media Inc. will have limited access to the available funds under the faciiity to allow it to
meet its operational requirements.



Subseguent to February 28, 2009, Canwest Media Inc. did not make the interest payment on its
8% senior subordinated notes which was due on March 15, 2009. Under the indenture governing
the 8% senior subordinated notes, failure to make payment does not permit note holders to
accelerate the notes if the interest payment is made on or before April 14, 2009. Canwest Media
Inc. is in discussions with representatives of an ad hoc committee of note helders representing a
significant majority of the aggregate principal amount of the 8% senior subordinated notes
regarding a forebearance agreement (“iorebearance agreement”) aimed at allowing sufficient fime
for a recapitalization of the Company that is satisfactory to ail of its stakeholders, including the
senior lenders to Canwest Media Inc. and the holders of the 8% senior subordinated notes.

Failure to (a) comply with the covenants in the waiver from the senior lenders, (b} enter into a
forebearance agreement with the holders of more than 75% of the aggregate principal amount of
the 8% senior subordinated notes prior to April 14, 2009, (c) abtain a further waiver from the senior
lenders on or prior to April 21, 2009, or (d) complete a recapitalization fransaction satisfactory to
the senior lenders and the 8% senior subordinated note holders prior to the expiry of either the
further waiver from the senior secured lenders or the forbearance agreement, if any, could result in
a demand to immediately repay the related debt. Management believes that Canwest Media Inc.
would not have sufficient liquidity to satisfy any such demand.

Recapitalization

The Company is in discussions with various parties, including the senior ienders to Canwest Media
Inc. and representatives of the ad hoc committee of holders of 8% senior subordinated notes of
Canwest Media Inc., regarding recapitalization of the Company that is expected to involve a cash
investment and/or a conversion of certain of its existing debt to equity, to reduce the amount of
Canwest Media Inc.’s debt obligations. The Company believes thai a significant reduction in the
amount of or the elimination of its subordinated debt and a reduction of its senior debt obligations
are critical fo ensuring its continuation as a going concern. In addition, the Company may consider
structural reorganizations as appropriate to align the interests of its various equity and debt
holders.

Significant subsidiaries

Certain of the Company’s other subsidiaries have significant debt obligations {see note 9). These
obligations are subject to financial covenants that are based on operating results, financing
expenses and outstanding debt ebligations. Each of these subsidiaries was in compliance with its
financial covenants as of February 28, 2009. The ability of these subsidiaries to maintain
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compliance with their financial covenants in the future is depsndent upon various factors, some of =~

which are outside their control. Based on current revenue and expense projections and given the
uncertain outlook, Canwest Limited Partnership, may not be able to maintain compliance with its
financial covenants through the remainder of fiscal 2009. Failure to maintain compiiance with its
financial covenants or to negetiate amendments or waivers of such covenants would resultin an
event of default under the Canwest Limited Parinership senior credit agreement which would
permit the senior lenders to demand immediate payment of the relaied debt. Management believes
that Canwest Limited Partnership would not have sufficient liquidity 1o satisfy any such demand. An
avent of default under the senior credit agreement would result in an event of default under the
Canwest Limited Partnership senior subordinated credit facility and could result in an event of
default under the Canwest Media Inc. senior secured cradit agreement. An acceleration of
amounts owing under the Canwest Limited Partnership senior secured credit facility that is not
satisfied through payment, waived, postooned or rescinded within certain time pericds would result
in an event of default under the 9.25% senior subordinated notes indenture. in addition, certain
subsidiary credit agreements contain change of control provisions. Under these provisions a

change of control of the Company and/or Canwest Media Inc. would be an event of default under
certain subsidiary credit agreements.



~ Basis of presentation

The consolidated financial statements do not reflect adjusiments that weould be necessary if the
"going concern” assumption were not appropriate. If the "going concern" basis was not appropriate

for these consolidated financial statements, then adjusiments would be necessary in the carrying

value of assets and liabilities, the reported revenue and expenses and the balance sheet
classifications used. These adjustments may be maierial.

2. SIGNIFICANT ACCOUNTING POLICIES

The Company is an international media company with interests in conventional television, specialty
television channels, radio, out-of-home advertising, publishing and websites in Canada, Australia
and Turkey. The Company's operating segments include television, publishing, radio and out-of-
home advertising. The Canadian television segment includes the operations of the Global
Television Network, E! Network, TVtropolis and five Canadian specialty television channels. The
CW Media television segment includes the operations of CW Investments Co.’s {"CW Media") 18
Canadian specialty television channels. The Australian television segment includes Ten Network
Holdings Limited’s (“Ten Holdings™ Ten Television Network, The Publishing segment includes the
pubiication of a number of newspapers and magazines, including metropolitan daity newspapets,
the National Post, as well as operation of the canada.com web portal and other web-based
operations. The Turkey radio segment is comprised of four radio stations: Super FM, Metro FM,
Joy FM and Joy Turk FM. The Out-of-home adveriising segment includes Eye Corp Pty Limited, an
out-of-nome advertising aperation which is indirectly wholly-owned by Ten Holdings. The Company
holds a 57% equity interest in Ten Holdings.

The Company's television and radio broadcast revenue include advertising revenue from a
customer base that is comprised primarily of large advertising agencies, which place
advertisements with the Company on behalf of their customers. In addiiion, the Company's
specialty television revenue include subscription revenue which are derived from a variety of
sources. Publishing revenue include advertising, circulation and subscriptions which are derived
from a variety of sources. The Company's advertising revenue are seasonal. Revenue and
accounts receivable are highest in the first and third quarters, while expenses are relatively
constant throughout the year.

A summary of the significant accounting policies followed in the preparation of these consolidated
financial statements is as follows:

The interim consolidated financial statements are prepared in accordance with accounting
principles generally accepted in Canada for interim financial statements and reflect all adjustments
which are, in the opinion of management, necessary for fair statement of the results of the interim
periods presenied. However, these interim consolidated financial statements do not include alt of
the information and disclosures required for annual consoiidated financial statements. The
accounting policies used in the preparation of these interim consolidated financial statements are
the same as those used in the most recent annual consolidated financial statements except for the
accounting policy changes disclosed in note 3. These interim consolidated financial statements
should be read in conjunction with the most recent annual financial statements of the Company. All
amounts are expressed in Canadian dollars unless otherwise noted.
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Investment in broadcast rights

In accordance with its accounting policy, the Company amortizes the broadcast rights over their
anticipated period of use. Effective September 1, 2008, CW Media revised the estimated number
of showings attributable to its broadcast rights to reflect their planned usage. The effect of this
change in estimate for the three and six months ended February 28, 2009 is not practical to
measure,

3. ACCOUNTING CHANGES

Credit Risk and the Fair Value of Financial Risks and Financial Liabilities

On January 20, 2009, the Emerging Issues Committee issued EIC 173, “Credit Risk and the Fair
Value of Financial Risks and Financial Liabilities”. The committee reached a consensus that a
company’s credit risk and the credit risk of its counterparties should be considered when
determining the fair value of its financial assets and financiai liabiiities, including derivative
instruments, for presentation and disclosure purposes. The accounting treatment for this Abstract
shouid be applied retrospectively without restatement of prior periods 1o all financial assets and
financia! liabilities measurad at fair value in interim and annual financial statements ending on or
after January 20, 2009. The adoption of this Abstract did not significantly impact the unaudited
interim consolidated financial statements for the three and six menths ended February 28, 2009.

Assessing Going Concern

The Accounting Standards Board (“AcSB"} amended CICA Handbook Section 1400, "General
Standards of Financial Statement Presentation”, 1o include requirements for management o
assess an entity’s ability to continue as a going concern and to disclose material uncertainties
related to events and conditions that may cast significant doubt on the entity’s ability o continue as
a going concern. The Company adopied the new standard effective September 1, 2008,

Inventories

The AcSB issued CICA Handbook Section 3031, “Inventories” which prescribes the measurement
of inventories at the lower of cost and net realizable value, with guidance on the determination of
cost including allocation of overheads and other costs fo inventory. Reversals of previous write-
downs to net realizable value are required when there is a subsequent increase in the vaiue of
inventories. The Company adopted CICA Handbeook Section 3031, as of September 1, 2008 on a
retroactive basis without prior period restatement. The adoption of this section did not impact the
unaudited interim consolidated financial statements for the three and six months ended February

Inventory, consisting primarily of printing materials, is valued at the lower of cost, using the first-in
first-out cost formula, and net realizable value. The carrying value of the inventories carried at cost
as at February 28, 2009 is $11.2 million (August 31, 2008 - $10.7 million}. As at February 28, 2009,
nil inventories are carried at net realizable value (August 31, 2008 — nil).

During the three and six months ended February 28, 2009, the amount of inventories expensed
was $25.7 and $56.9 million, respectively (2008 - $25.2 million, $55.6 million, respectively). The
amount of write downs or reversal of write downs for the three and six months ended February 28,
2009 and February 29, 2008 are nil.
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Proposed Accounting Changes

Goodwill and Intangible assels

The AcSB issued CICA Handbock Section 3064, “"Gaodwill and Intangible Assets”, which
establishes standards for the recognition, measurement, presentation and disclosure of goodwill
and intangible assets. CICA 3084 expands on the criteria for recogniiion of intangible assets that
can be recognized. CICA 3064 applies to internally generated infangible assets such as research
and development activities and rights under licencing agreements. The section also indicates that
expenditures not meeting the recognition criteria of intangible assets are expensed as incurred.
The Company plans to, and must, apply this new standard effective September 1, 2009. The
Company is currently considering the impacis of the adoption of such standard.

Business Combinaticns

The AcSB issued CICA Handbook Section 1582, "Business Combinations” and entities adopting
CICA 1582 will also be reguired to adopt CICA Handbook Sections 1601, "Consolidated Financial
Statements”,and 1602, "Non-Controliing Interesis”. These seciions replace the former CICA
Handbook Sections 1581, "Business Combinations” and 1600, "Consolidated Financial
Statements" and establish a new section for accounting for a non-controliing interest in a
subsidiary. CICA 1582 will require additional use of fair value measurements, recognition of
additional assets and liabilities and increased disclosure. CICA 1601 and 1602 will require a
change in the measurement of non-controlling interest and will require the change to be presented
as part of shareholders' equity. These standards will become effective for business combinations
for which the acquisition date is on or after September 1, 2011. The Company is currently
considering the impacts of the adoption of such standard.

4. ACQUISITION AND DIVESTITURE

Acquisition

On August 15, 2007, the Company and Goldman Sachs completed the acquisition of CW Media's

specialty television operations. The acquisition was accounted for using the purchase method. The

regulated assets acquired were held in trust from the date of acquisition to December 20, 2007

when conditional approval was received from the Canadian Radio-television and

Telecommunications Commission (*CRTC"}. The results of operations reflect revenue and

expenses of the non-reguiated assets since the date of acquisition and the reguiated assets from
_December 21, 2007. The Company’'s equity earnings include the net earnings of the reguiated . .

assets of the acquired operations from the date of acquisition to December 20, 2007.

The Company has, subject to regulatory approval, committed {o combine its Canadian felevision
operations with CW Media's operations {together the “Combined Operations”™) prior to August
2011. In 2011, the Company’s and Goldman Sachs’ economic interest in the Combined Operations
will be determined based on a formula which is based on the combined segment operating profit of
CW Media and Canwest's Canadian television operations.

Divesfiture
In July 2008, the Company compieted the sale of its United Kingdom radio segment (note 12). Tha

Company recorded a disposition of broadcast licences, other assets, and liabilities of $2.0 million,
$4.9 million, and $16.5 million, respectively.

11



5. INTEREST IN EARNINGS OF EQUITY ACCOUNTED AFFILIATES

Certain operations acquired as part of the purchase of CW Media's specialty television operations
had been placed into trust until the CRTC approvai of the change of control of the broadeast
licences was obiained on December 20, 2007.

The following sets out condensed financial information for the regulated entities held in trust for the

period from December 1, 2007 to December 20, 2007 and September 1, 2007 to December 20,
2007.

Summary condensed siaiement of earnings

December 1 to Sepiember 1 {o
December 20, 2007 December 20, 2007
Hevenue 19,644 108,787
Operating expenses 10,619 64,327
Operating income before amortization 9,025 44,440
Amortizafion (s . (208g)
_Interest expense, net (5,921)
Foreign exchange gains 4,201
Recovery for income taxes 13,783
Interest in earnings of equity accounted affiliates 34
Minority interest (930
Net earnings of regulated entities 19,527 39,390
Summary condensed statement of cash flows
December 1 10 September 1 to
December 20, 2007 December 20, 2007
Cash flows — operating aciivities 4,154 28,890
Cash flows — investing activities {994) (1,621%
Cash flows — financing activities - -
Net change in cash 3,160 2,369
Cash — beginning of peried 42,435 18,228
Cash - end of period 45 595 45,595

During the trust period from September 1, 2007 to December 20, 2007, the Company recorded
interest income of $16.8 million and a foreign exchange loss of $11.8 million related to advances to

- the reguilated assets held in trust. Net sarnings of the regulated entities include interest expense ol

$16.8 million and a foreign exchange gain of $11.8 million related to the inter-company debt. In
additicn, the Company recovered corporate costs from the regulated entities heid in trust and has
recorded cost recoveries in the amount of $4.6 million. The cost recoveries have reduced selling,
general and administrative expenses of the Company and are included in operating expenses of
the regulated entities. Net earnings of the regulated entities also include agency fees of $8.8
miltion, which have been recorded as revenue by the Company. Since December 21, 2007, these
inter-company balances and transactions are eliminated on consolidation.
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6. GOODWILL, INTANGIBLE ASSETS AND OTHER IMPAIRMENTS

128

Goodwill

’ August 31, February 28,

2008 Additions  Impairments Other 2008

Pubiishing 1,697,405 100" (895,110) (14,222 788,173
CW Media televisian 478,908 - - (67 1) 478,237
Australian television 32,149 - - (3,879) 28,270
Out-of-home 104,477 - (16,329) (7,339 80,809
Turkey radio 13,6822 - {(11,692) . (1,930 -
Total 2,328,551 100 {923,131) (28,041) 1,375,489

1
2
{3)
(4

Increase related to contingent consideration paid on pravious year's acquisitions.
Decrease in goodwill relates to the settlement of the Hollinger arbitration {note 19).
Decrease related to an adjustment to the valuation allowance on tax losses acquired.
Decrease in goodwill related to fluctuations in foreign currency translation rates.

Intangible assets

August 31, . February 28,
2008 2009
Net Book Net Book
Value Amortization  Impairments Other Vaiue
Circulation, subscribers and
other customers relationships 77,635 (3,215) - - 74,420
Site licences 34,630 (874) (12,983) (857)" 19,916
Broadcastl licences 1,195,599 - {126,812 (32,166)"" 1,036,621
Brands 31,000 - - - 31,000
 Newspaper mastheads 418,561 - (99,108) {1,860)% 317,593
Totad 1,757,425 (4,089) (238,803) (34,883) 1,478,550

(1)

Decrease in intangible assets related to fluctuations in foreign currency translation rates.
2

Decrease in newspaper mastheads refates to the classification of The New Republic as
discontinued operations.

Impairments
The Company recorded goodwill impairment charges in its Publishing, Out-of-home and Turkey

segment, $86.0 million for broadcast ficences in its Canadian television segment, $13.0 miilion for
site ficences in its Out-of-home segment and $40.8 million for broadcast licences in the Turkey
radio segment.

The Company is required to test Goodwill at least annuaily and more frequently if events or
circumstances occur that would more likely than not reduce their fair value below carrying value.
The Company is required to test indefinite life intangible assets at least annually and more
frequently if events or circumstances indicate that intangibles may be impaired. During the three
months ended February 28, 2009, the Company belisves that events and circumstances changed
that would more likely than not reduce the fair value of the Publishing, Out-of Home and Turkey
radio reporting units carrying amounts. In addition, the Company believes that events and
circumstances have changed that more likely than not reduce the fair value of broadcast licences
within its Canadian television and Turkey radio reporting units, mastheads within its Publishing
reporting unit and site licences within its Out-of-home reporting unit reporiing unit below the
carrying amount. The events include a continuing decline in operating results, and lower
expectations for advertising revenue growth.
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The Company's assumptions are affected by current market conditions which may affect expected
revenue, pariicularly advertising revenue and, to a lesser extent, subscriber revenue. In addition,
while the Company continues to implement cost savings initiatives, operating costs may increase
more significantly than expected. The Company also has significant competition in the markets in
which it operates which may impact its revenue, procurement of content and operating costs. The
Company has made certain assumptions for the discount and terminal growth rates to refiect
possible variations in the cash fiows; however, the risk premiums expected by market participants
related to uncertainties about the industry, specific reporting units or specific intangibles assets
may differ or change quickly depending on economic conditions and other events. Accordingly, it is
reasonably possible that future changes in assumptions may negatively impact future valuations of

goodwill and intangible assets and the Company would be required to recognize further impairment
losses.

The Company has not completed the second phase of the goodwill impairment testing related to
the Publishing reporting unit. This phase requires the Company to notionally fair value all the
assels and liabilities associated with the Publishing reparting unit. The goodwill impairment of
$895.1 million is a preliminary impairment assessment that will be finalized as the required
information becomes avaitable. The preliminary goodwill impairment could change and the change
could be material.

The Company has also completed a review of the E! Network and certain operations within Ten
Network Holdings Inc. Based on the reduced profitability of these cperations it was determined that
certain assets were impaired. As a result of this review it was determined that broadcast rights
impairment losses should be recorded of $30 million for E! Network and $10 million for Network
TEN In addition, it was determined that property and equipment impairment losses should be
recorded of $10 million related to the E! Network and $22 million related to Eye Corp. These
impairments impact the Canadian television, Australian television and Out-of-home segments.

7. BESTRUCTURING EXPENSES

The Company is centralizing certain functions including developing four state of the art broadcast
centres o support the production needs of its local television stations and enable the transition to
high definition. This initiative is expected to be conducted in three phases. Over the period from
September 2007 to May 2009, the Company expects 1o have a net reduction in its workforce of
260 jobs relating 1o these changes. To date, the Company has accrued $11.5 miliion related to the
~firsttwo phases of which a $0.2 million recovery and $1.5 million expenss was accrued duringthe - -
three and six monihs ended February 28, 2009, respectively. The total expected costs associated
with these initiatives are $11.8 million.

During the six months ended February 28, 2009, the Company initiated certain cosi containment
initiatives in its Canadian television segment, including the restructuring of its news operations at
the Ei Network. These initiatives resulted in a workforce reduction of 107 positions. During the
three and six months ended February 28, 2009, the Company accrued $1.5 million and $7.2
mitlion, respectively, the full cost of these initiatives.

In fiscal 2008, the Company’s Publishing segment initiated and completed certain changes in its
work flow processes which resulted in the centralization of certain functions. The total cost
associated with this initiative of $10.7 miliion was accrued in fiscal 2008.

14



During the six months ended February 28, 2009, the Company initiated certain cost containment
initiatives in its Publishing segment, which are expected to result in a workforce reduction of 470
positions. These initiatives are expected to be completed by August 31, 2009 with total costs
estimated of $32.0 million. During the three and six months ended February 28, 2009, the
Company accrued costs of $16.8 milfion and $22.9 million, respectively, related to these initiatives.

In connection with the acquisition of CW Media’s operations in August 2007, the Company accrued
termination benefits of $18.6 million. This accrual was set up as part of the purchase equation
related to the acquisition of CW Media. During the six months ended February 28, 2009, the
Company initiated certain initiatives in its CW Media television segment, which will result in a
workforce reduction of 36 positions. These initiatives are expected to be compleied by August 31,
2009 with total employee termination costs estimated of $1.1 million. During the three and six
months ended February 28, 2009, the Company accrued costs of $0.1 million and $1.1 million,
respectivaly, related to these initiatives.

During the six months ended February 28, 2009, the Company initiated work force reductions in its
Turkey radio segment. The costs of these reductions are estimated to total $0.2 million which has
been paid during the six months ended February 28, 2009. In addition, as described in note 1, the
Company is currently pursuing recapitalization transactions and potential corporate resiructuring.
The Company has expensed and paid $1.6 million related to these activities.

The restructuring liability, which cansists of termination benefits, is summarized by operating
segment as follows:

Canadian CW Media

130

Publishing television television Other Total
Balance ~ August 31, 2007 - ‘ - 15,277 - 15,277
Accrued during ihe period 10,708 10,007 1,013 - 21,728
Payments made during the period (8,332} {3,919) (15,351) - (27,602)
Balance — August 31, 2008 2,376 6,088 939 - 9,403
Acgcrued during the period 22,885 8,668 1,141 1,808 34,503
Payments made during the period {14,514) {7.797) {1,115) (1,808) {25,234)
Balance — end of period 10,748 6,259 965 - 18,672

) The accrual for CW Media in fiscal 2007 was made in connection with the acquisition of CW
Media and accordingly was recorded in the purchase equation.
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8. INCOME TAXES

The Company's provision for income taxes reflects an effective income tax rate which differs from
the combined Canadian statutory rate as follows:

For the three months ended __ For the six months ended

February 28, February 29, February 28, February 29,

2009 2008 2009 2008

{Revised note 12) (Revised note 12)
Income taxes at combined Canadian .
statutory rate of 31.08% (2008 ~ 32.38 %) {410,948) {16,1486) (402,872} 12,138
Non-taxable portion of capital {gains) losses 3,274 (155) 14,152 (1,977)
Increase (decrease) in valuation allowance
on fuiure tax assets 211,187 (991) 221,417 (273
Effect of foreign income tax rates differing
from Canadian income tax rates 732 (1,012} 422 (4,941)
Change in expected future tax rates 3,830 (1,487) 3,750 (1,258)
Non-deductible accretion expense 2,340 7,231 10398 15172
Non-deductible expenses 1,353 1,818 2,423 3,447
Partnership net earnings allocated to
minority inferests (518) (324) (1,107)
Etfect of uncertain tax positions 2,755 1,020 3,807
Effect of partnership earnings fram equity
accounted affiliates - 449 -
Effect oi goodwill and intangible asset
impairments 323,146 - 323,148 -
Other {61) (734) 728 73
Provision for {recovery of) income {axes 137,070 (10,313) 176,285 25,610

The recognition and measurement of the current and future tax assets and liabilities involves
dealing with uncertainties in the application of complex tax regulations in a number of jurisdictions
and in the assessment of the recoverabiiity of future tax assets. Actual income taxes could vary
from these estimates as a result of future events, including changes in income tax taws or the
outcome of tax reviews by tax authorities and related appeals. To the extent that the final tax
ouicome is different from the amounts that were initially recorded, such differences, which could be
significant, will impact the income tax provision in the period in which the determination is made.

During the three months ended February 28, 2009, as described in note 1, Canwest Media Inc.

~ violated certain financial covenants on its senior secured revolving credit facility. In addition, in

March 2009, Canwest Media Inc. defaulted on its senior subordinated notes. This has resulted in
significant unfavourable evidence about Canwest Media Inc.’s ability to more likely than not realize
the benefits associated with its future tax assets. The Company has recognized a valuation
allowance of $195.6 million related to future tax asssts.
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9. LONG-TERM DEBT

152

Principal
Outstanding As at As at
February 28, February 28, August 31,
Maturity 2009 2009 2008
{fiscal year) {millions)
Canwest Media Inc.:
Senior secured revalving credit tacijity” 2011 $49 48 902 -
Senior subordinated notes
(net of debt issuance costs’of $10 million
{August 31, 2008 - $11 million))® 2012 US$761 1,030,905 828,755
Canwest Limited Partnership:
Senior secured credit facilities - revolver 2012 $118 116,000 96,000
Senior secured credit facilities - credit C
{net of debt issuance costs of $3 million
{August 31, 2008 -$3 million)) 2012 $265 262,360 262,028
Senior secured credit facilities - credit D
(net of debt issuance costs of $5 million
(August 31, 2008 - $5 million))*® 2014 US$458 578,186 483,999
Senior subordinated unsecured credit facility
{net of debt issuance costs of $1 million
{August 31, 2008 -$1 million)) 2015 $75 74,193 74,152
Senior subordinated unsecured notes
(net of debt issuance costs of $9 million
(August 31, 2008 -§9 million}) 2015 US$400 500,331 415,766
CW Media Holdings INnC. .
Senior secured revolving credit facility 2013 $14 14,000 8,000
Senior secured credit facility ‘
{net of debt issuance costs of $13 million
(August 31, 2008 - $13 million))* 2015 US$441 548,160 457,888
Senior unsecured notes including accrued
interest (net of debt issuance costs of $8
million (August 31, 2008 -$9 million)) 2015 US$338 422,112 329,630
Ten Network Holdings Limited:
Bank loan - revolver 2011 A$260 212,082 250,195
Senior unsecured notes 2013 Us$i25 164,822 132,322
Senior unsecured notes 2016 A$150 122,355 136,470
e . 4,094,508 3,475,005
Less portion due within one year (70,451) {13,063)
Long-term portion 4,024,057 3,461,942

The terms and conditions of the long-term debt are the same as disclosed in the August 31, 2008

audited consolidated financial statements, except as disciosed below.

‘' The amount available under this facility has been permanently reduced to $112 million. During
the three months ended February 28, 2009, the Company faited to comply with certain financial
covenants under Canwest Media Inc.'s senior credit facility The senior lenders have agreed to
waive the events of default arising as a result of the failure to comply with certain covenants
and failure to make an interest payment on the 8% senior subordinated notes, until the earlier
of April 21, 2009 and the date the holders of the 8% senior subordinated notes take any action
to enforce their rights (note 1). For the period from April 7, 2009 1o April 21, 2009 the senior
lenders have temporarily limited the availability under the facility to $31.6 million of the cash
held in the "Collateral Deposit Account” (note 21).
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®The interest payment due March 15, 2009 under this facility was not paid. Under the terms of the
senior subordinated notes, failure to make payment does not permit note holders to accelerate
the notes if the interest payment is made an or before April 14, 2009. Canwest Media Inc. is in
discussions with representatives of an ad hoc committee of hoiders of 8% senior subordinaied
note hoiders representing a significant majority of the aggregate principal amount of the 8%
senior subordinated notes regarding a forebearance agreement aimed at allowing sufficient
time for a recapitalization of the Company that is satisfactory to al! of its stakeholders, including
the senior lenders to Canwest Media Inc. and the holders of the 8% senior subordinated notss.
The Company agreed with its swap counterparties 1o settle the fair value swap related to its
senior subordinated notes and received cash proceeds of $105 million (note 21).

@The foreign currency and interest rates swaps relating to the Senior secured credit facilities -
credit D is secured by substantially all the assets of the Canwest Limited Partnership.

“The foreign currency and interest rate swap relating 1o the Senior secured credit facility is
secured by substantially all the assets of CW Media and CW Investments and, subject to
certain limitations by each of its existing and each subsequently acquired or organized wholly-
owned subsidiary.

During the six months ended February 28, 2009, the Company received recouponing payments of
$5 million on its hedging derivative instruments and nil on derivative instruments (2007 — paid $5
million and $13 million, respectively).

During the six months ended February 28, 2009, credit ratings of certain of the Company’s
counterparties to the foreign currency and interest rate swaps were down graded. The Company
does not expect the counterparties to {ail to meet their obligations as the counterparties are rated
at or greater than A.

10. PUTTABLE INTEREST IN A SUBSIDIARY

The puttable interest in subsidiary will accrete to the estimated amount to settle the fiabiiity through
charges to eamnings which are recorded as Accretion of long-term liabilities. As at February 28,
2009, the puttable interest liability was re-measured, based on management'’s current expectations
of the amount required to seitle the put options which represent a decrease compared 1o prior
year's estimates. The estimated future cash flows were discounted at 19.4%. The present value of
the effect of the decrease of $18.3 million has been recorded as a reduction of the liability as at

February 28, 2009 and a reduction of the accretion expense for the three and six months then
ended. = L S

11. DERIVATIVE INSTRUMENTS

Included in derivative instruments as at February 28, 2009, are derivative instruments with a fair
value of $105 million. The derivative instruments are secured by Canwest Media Inc.'s assets
including the asseis of its Canadian television operations, the National Post partnership, the
partnership units of the Canwest Limited Partnership and the shares of Ten Holdings and CW
Medta. In March 2009, the Company settled $38 million of this liability and entered in further
derivative contracts to fix the vaiue of this obligation. The Company has two payments remaining
under this obligation of $10 million in May 2009 and $57 million in August 2009.
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12. DISCONTINUED OPERATIONS

During February, 2009, the Company reached an agreement to sell The New Republic as the
Company concluded that the expectations for this asset were not consistent with the Company's
long-term growth strategy. The results of this operation were classified as a discontinued operation
in the consolidated statements of eamings (loss), the net cash flows were classified as operating,
investing and financing activities from discontinued operations in the consolidated statements of
cash flows and the assets and liabilities were classified on the consolidated balance sheets as
assets and liabilities of discontinued operations. Prior to the classification as a discontinued
operation, the results of The New Republic were reported within the Publishing segment. The
classification of The New Republic as a discontinued operation increased earnings from continuing
operations by $3 million for both the three and six months ended February 28, 2009 {for the three
and six months ended February 29, 2008 — $1 million and $1 millicn, respectively). Cash flows
irom operating activities of continuing operations increased by $1 million for both the three and six
months ended February 28, 2008 (for the three and six months ended February 29, 2008 — $1
million and $2 million, respectively).

During July 2008, the Company reached an agreement to sell its United Kingdom radio stations as
the Company concluded that the expectations for these assets were not consistent with the
Company’s long-term growth strategy. The Company recorded a loss of $7 million on the sale of
these stations. As a result, the results of these operations were classified as a discontinued
operation in the consolidated statements of earnings (loss), the net cash flows were classified as
operating, investing and financing activities from discontinued operations in the consolidated
statements of cash flows and the assets and liabilities were classified on the consolidated balance
sheets as.assets and liabilities of discontinued operations. Prior to the classification as a
discontinued operation, the results of the United Kingdom radio stations were reported within the
United Kingdom radic segment. The classification of the United Kingdom radio stations as a
discontinued operation increased earnings from continuing operations by less than $1 miliion and
$1 million for the three and six months ended February 29, 2008, respectively. Cash flows from
operating activities of continuing operations increased by $2 million and $4 million for the three and
six months ended February 29, 2008, respectively.

The loss from discontinued operaticns is summarized as follows:

For the three months ended  For the six months ended

February 28, February 29, February 28, February 29,

e e - 2009--- - - 2008 2009 - - 2008
Revenue 803 1,337 1,825 2,868
Loss from discontinued operations before
tax (3,369) (2,837) (4,158) .. (4874}
Income tax recovery {757) - {757) -
Loss from discontinued operations (2,612) (2,837) (3,401) 4.674)
Loss from discontinued operations per
share: R

Basic ($0.01) ($0.02) {$0.02) ($0.03)
Diluted ($0.01) ($0.02) ($0.02) ($0.03)
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The carrying value of net assets related to discontinued operations are as foliows:

February 28, August 31,

2009 2008
Current assets 529 714
Goodwill - -
Non-current assets 60 1,926
Current liabilities (3,002) (2,297)
Long-term debt - -
Other long-term liabilities {(117) (758)
Net assets ) (2,530) (413)

13. ACCUMULATED OTHER COMPREHENSIVE LOSS

Hedging
derivative
Foreign instruments
currency Available for designated
transiation sale as cash flow
adjustment  investments hedges Total
Balance — August 31, 2008 (3,032) - (61,859) {64,891)
Other comprehensive income {loss) 3,166 - (38,274) {35,108)
Balance — February 28, 2009 134 - (100,133} (99,999)

The Company has recorded an tmpairment loss in the three and six months ended February 28,
2009 on the available-for-sale investment of $7.3 million. The Company concluded that the
accumulated loss is other than temporary based on the sale of the investment in March 2009.

The unrealized loss on foreign currency interest rate swaps that will be reclassified to interest
expense over the next twelve months is approximately $15.3 million, net of tax of $6.1 million.

During the three and six months ended February 28, 2009, $51.4 million and $307.1 million foreign
exchange gains, respectively (2008 - $21.3 million and $93.8 million losses, respectively) were
reclassified to the net earnings (loss) from accumulated other comprehensive ioss, representing
foreign exchange gains on the notional amounts of the cash fiow hedging derivatives. These
amounts were offset by foreign exchange losses recognized on the related U.S. dollar

"~ denominated long-term debt. During the three and six months ended February 28, 2009, ni! (2007

— nil} was recorded in net earnings (loss) which represented hedge ineffectiveness associated with
cash flow hedging instruments.

During the three and six months ended February 28, 2009, the Company reclassified $8.8 million
and $13.2 million, respectively (2008 - $1.4 million and $2.3 million, respectively) from accumulated
other comprehensive loss to net earnings (loss). This amount has been recorded as a charge to
interest expense and represents the effect of the hedging derivative instruments on the Company’s
interest expense.
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14. EARNINGS PER SHARE

The following table provides a reconciliation of the denominators used in computing basic and
diluted earnings per share from continuing operations. No reconciling items in the computation of
net eamings (loss) from continuing operations exist:

For the three months For the six months ended
ended A
Februaty 28, February 29, February 28, February 29,
2009 2008 2009 2008

Basic weighted average shares outstanding

during the period 177,646,539 177,646,539 177,648,539 177,646,539
Dilutive effect of options - -

- 301,800
Diluted weighted average shares outstanding
during the peried 177,646,539 177,646,539 177,646,539 177,948,339
Options outstanding that would have been anti-
ditutive 5,481,327 4,820,131 5,491,327 4,518,331

15. STOCK BASED COMPENSATION

Share Compensation Plans

The Company utilizes share compensation plans in order to provide employeess of the Company
and its subsidiaries the opportunity to participate in the growth and development of the Company.

Stock Option Plan
The Regular Options vest over a four year period and expire seven years after issuance. The
Market Threshold Options vest on achievement of both four years service and a pre-defined price

hurdle of closing prices during their seven year term. The exercise price represents the market
trading price on the date on which the options were granted.

On November 18, 2008, the Company granted 801,300 Regular Options and 355,700 Market
Threshold Options to employees. All of these options expire on November 18, 2015 and were
granted at an average exercise price of $0.76 per option. On November 8, 2007, the Company
granted 528,900 Regular Options and 353,300 Market Threshold Options to employees. All of
these options expire on November 6, 2014 and were granted at an average exercise price of $7.50

~per option. The fairvalue of bothrthe Reguiar Cptions and Market Threshold Options granted was -~ -~~~ -

estimated using a binomial option pricing model with the assumptions of dividend yield of nil (2007
—nil}, an expected volatility of 47% (2007 - 28%), risk free interest rates of 3.1% (2007 - 4.2%) and
an expacted life of five years (2007 - six years). The totai fair value of the Regular Options issued
was $0.2 million (2007 - $1.4 million}, an average of $0.34 (2007 - $2.61) per option. The total fair
value of the Market Threshoid Options was $0.1 million {2007 - $0.9 million), an average of $0.33
(2007 - $2.44) per option.

The Company recorded compensaticn expense and a credit to contributed surplus for the six

months ended February 28, 2009 of $0.2 million (2008 -$0.2 million) related to the Stock Option
Plan,

Restricted Share Unit Plan

Eiigible participants receive grants of Restricted Share Units (*RSU"), under the RSU Pian, which
are settled by the issuance of an equivalent number of shares for nil consideration at the end of the
three year term if the aftainment of specified performance goals as determined by the Board have

been mel. Additional RSU's are granted if the Company declared dividends prior to the settlement
date.
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On November 16, 2008, the Company granied 330,700 restricted share units under the RSU Plan.
On November 6, 2007, the Company granted 305,200 restricted share units under the RSU Plan.
The fair value at the time of issuance was $0.76 (2007 - $7.50) per RSU.

The Company recorded compensation expense and a credit to contributed surplus for the six

months ended February 28, 2008 of $0.3 million (2007 -$0.2 million) related to the Restricted
Share Unit Plan.

Deferred Share Unit Plan :

The Company utilizes a Deferred Share Unit Plan ("DSU") as a component of its compensation
plan for Directors. Under the DSU Plan, directors may elect to receive their compensation in cash,
DSUs or a combination thereof. DSUs are issued at the market trading price of the Company’s
subordinate voting shares on the grant date. DSUs vest immediately and are only redeemable after
the participant ceases to be a director. DSUs are redeemable for cash based on the value of the
Company's subordinate voting shares at the redemption date.

Compensation expense related to the DSU Plan was a recovery of $0.3 million for the six months
ended February 28, 2009 (2008 — expense of $0.2 million).

Discontinued Share Compensation Plan

On November 6, 2007, the Company made a final grant of options under the Discontinued Share
Compensation Plan. The options under the Discontinued Share Compensation Plan vest over 5
years and expire in ien years. The Company has recorded compensation expense and a credit to
contributed surplus for the six months ended February 28, 2009 of $0.9 million (2008 — $1.1
million) related to the Discontinued Share Compensation Plan.

For the six months ended February 28, 2009, the Company recorded total compensation expense
of $1.1 million (2008 - $1.7 million}, a credit to contributed surplus of $1.4 million (2008 - $1.5
million) and a debit to accrued liabilities of $0.3 million (2008 - credit of $0.2 million) related to all its
share-based compensation plans.

16. OTHER LONG-TERM INCENTIVE PLANS

The Company has a long-term incentive plans for eligible Canadian television and CW Media

~“employees, the Broadcast Share Appreciation Rights Plan (“Broadcast SAR Plan”) and the

Broadcast RSU Plan.

Broadcast SAR Plan

Eligible participants receive grants of Broadecast SARs which entitle them to pariicipate in the
growth in the notional share value of the broadcast operations. Regular share appreciation righis
{"Regular SARSs") vest at a rate of 25% per year. Performance threshold share appreciation rights
{"Performance Threshold SARs”) vest at a rate of 25% per year if certain EBITDA growih rates, as

set by the Board, are met. At the grant date the recipients can opt to have the SARs setiled at each
vesting date or at the end of the four year term.

On November 186, 2008, the Company issued 66,900 regular SARs and 17,600 Performance
Threshold SARs. On November 6, 2007, the Company issued 78,000 regular SARs and 17,600
Performance Threshold SARs. At the time of issuance, the notional share value was $12.76 (2007
-$10.00) per SAR.
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In January 2008, the Company approved an issuance of 565,472 Special Performance SARs, At
the time of issuance, the notional value was $10.00 per Special Performance SAR. These SARs
vest 50% in 2011 and 50% in 2012 if certain EBITDA growth raigs are met.

Broadcast RSU Plan

Eligible participants receive grants of Broadcast RSUs which are settied at the end of g three year
term provided that specified performance goals or other factors as determined by the Board have
been met. The vested RSUs are settied through a cash payment equal to the notional share vaiue

at the end of the most recently completed quarter prior to the settlement date times the number of
RSUs heid.

On November 16, 2008, the Company issued 37,200 Broadcast RSUs. On November 6, 2007, the
Gompany issued 46,000 Broadcast RSUs. The notional share value at the time of issuance was
$12.76 (2007 -$10.00) per RSU.

For the six months ended February 28, 2009, the Company recorded a nominal expense and a
financial liability related to these plans.

17. RELATED PARTY TRANSACTIONS

A company affiliated with the Company’s controlling shareholders owns Canwest Place in
Winnipeg, Manitoba, a building in which the Company is a tenant. During the six months ended
February 28, 2009, rent paid to this company amounted to $0.5 million {2008 - $0.6 million) and s
included in selling, general and adminisirative expenses. The annual obligations under these
operating leases of $0.7 million and $0.4 million continue until August 2010 and May 2018,
respectively. In addition, during the six months ended February 28, 2009, the Company has
included nil (2008 - $0.3 million) of building development expenses payable to this company.

All related party transactions have been recorded at the exchange amounts, which are
representative of market rates.
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18. PENSION, POST RETIREMENT AND POST EMPLOYMENT BENEFITS

The Company has a number of funded and unfunded defined bensfit plans, as well as definad
contribution plans, that provide pension, post retirement and post employment benefits to its
employees. lts defined benefit pension plans are based on years of service and final average

salary. Information regarding the components of net periodic benefit cost for the Company's
defined benefit plans is presented below:

Post retirement/
Pension benefits employment benefits
For the three months ended _For the three months ended

February 28, February 29, February 28, February 29,

2009 2008 2008 2008
Current service cost 4,398 4,944 589 485
Accrued interest on benefits 7,963 7,660 879 72
Expected return on plan assets (7,251) (7,256) . -
Amortization of transitional obiigation 110 109 78 78
Amoartization of past service costs 354 354 170 34
Amortization of net actuarial loss (gain) 431 823 (178) (28)
Changes in valuation allowance (8) (10) - -
Total pension and post
retirement/employment benefit expense 5,997 6,624 1,538 1,264
Post retirement/
Pension benefits employment benefits
For the six months ended For the six months ended
February 28, February 29, February 28, February 29,
2009 2008 2009 2008
Current service cost 8,797 9,887 1,179 511
Accrued inierest on benefits 15,927 15,321 1,757 1,453
Expected return on plan assets {14,501) (14,513) - , o
Amortization of transitional obligation 220 217 182 152
Amortization of past service costs 708 709 239 . 88
Amortization of net actuarial ioss {gain) 861 1,648 (351) (58)
Changes in valuation allowance (i7) (21) - -
Total pension and post
retirement/employment benefit expense 11,996 13,248 3,076 2,528

19. CONTINGENCIES

(a) Arbitration related to amounts owed by Hollinger International Inc., Hollinger inc. and certain
related parties (collectively "Hollinger”) related to certain unresolved adjustments and claims
related to its November 15, 2000 acquisition of certain newspaper assets from Hollinger have
been settled. During the three months ended February 28, 2009, the arbitrator awarded the
Company a net setilement of $50.7 million plus interest and costs. The Company and Hollinger
negotiated a settlement of $34 million which was accrued at February 28, 2009 and received in
March 2009. The Company applied $20 million against receivables from Hollinger and $14
million against the Publishing segment goodwill. An amaunt of $30 million from this settlement
is being held in the Collateral Deposit Account (note 21).
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(b) In March 2001, a statement of claim was filed against the Company and certain of the
Company’s subsidiaries by Canwest Broadcasting Ltd.'s ("CBL’s") former minority shareholders
requesting, among other things, that their interests in CBL be purchased without minority
discount. In addition, the claim alleges the Company wrongfully terminated certain agreements
and acted in an oppressive and prejudicial manner towards the plaintiffs. The action was
stayed on the basis that the Ontario courts have no jurisdiction to try the claim. In April 2004, a
statement of claim was filed in Manitoba by the same minority shareholders, which was
substantially the same as the previous claim, seeking damages of $425 million. In June 2005,
the Company fiied a Statement of Defence and Counterclaim. In its defence, the Company
denies any liability to the plaintiffs and in its Counterclaim, the Company is seeking a
deciaration of the fair value of the former minority shareholders’ interest in CBL and repayment
of the difference between the fair value and the redemption amount paid by the Company to
the former shareholders. The Company believes the allegations in the Statement of Claim are
substantially without merit and not likety to have a materia! adverse effect on its business,
financial condition or results of operation. The outcome of this ciaim is not currenily
determinable and the Company intends to vigorously defend this fawsuit.

(c) The Company is one of several defendants to a claim by a proposed class of freelance writers
instituted in July 2003 in respect of works that they provided to newspapers and other print
publications in Canada. The total amount claimed (by all plaintiffs against all defendants) is
$500 million in compensatory damages and $250 mitlion in exemplary and punitive damages.
The outcome of this claim is not currently determinable.,

(d) The Company is involved in various legal matters arising in the ordinary course of business.
The resolution of these matters is not expected to have a material adverse effect on the
Company's financial position, results of operations or cash fiows.

20. SEGMENT INFORMATION

The Company operates primarily within the publishing, television, radio and out-of-home
advettising industries in Canada, Australia and Turkey. Segment information has been retroactively
revised to reflect the Company's current reportable segment structure due to the sale of the United

Kingdom radio segment.

Each segment opsrates as a strategic business unit with separate management. Segment

--performance is measured primarily upon the basis of segment operating profit. The-Company—- — —

accounts for intersegment revenue as if the revenue was to third parties.
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Segment information and a reconciliation from segment operating profit to earnings before income
taxes are presented below:

Revenue

(1} (2}

For the three months ended

Segment operating profit
For the three months ended

Revenue

1z

For the six months ended

Segment operating profit
For the six months ended

February 28,  February 28, February 28, February 29, February 28, February 29, February 28, February 28,
2069 2008 2009 2008 2009 2008 2009 2008
{l3evisad nolg 12} {Revised nole 12) {Revised nate 12) {Revised note 1)
Operating Segments
Publishing™ 257,729 305,588 32,432 60,208 592,704 566,349 108,284 162,800
Television
Canada”"! 146,290 150,498 (265) (7,182) 346,205 361,288 31,457 25 D6E
CW Media 87,459 83,770 31,830 26,871 193,558 180,897 76,113 64,003
¢ 233,749 234,268 31,565 19,683 539,763 542,185 107,570 89,071
Australia 111,764 138,652 19,348 35,11 313,945 380,888 893,732 138,606
Total televisicn 345,513 372,918 50,913 54,790 853,708 923,173 201,302 227677
Radio — Turkey 2,138 3,346 943 1,083 5,484 __;§,910 2,234 2,677
Qui-ol-home 31,797 39,070 {1,2483) 1,708 70,994 81,357 2 4,848
Intersegment
revenue (549) (738} - - (1,178) {2 278} - -
Corporate and other - - {7,659) (9,239} - - {14,863) (18,751}
636,628 720,182 75,338 108,558 1,621,712 1,675,513 204 959 379,251
Restrucluring
EXpenses - - 119,728) (4,611} - (34,503} (16,256)
Broadcast righls
impairmenls - - {40,196) - - - (40.196) -
636,628 720,182 15412 103,945 1,821,712 1,875,513 220,280 362,895
Elimination of equity
accounted
affiliates™ - {19,644} - {9,025} - {(108,787) - (44,440)
AS§RM 636,628 700,538 15412 94,320 1,521,712 1,566,746 220,260 318,558
Amorlizaticn of intangibles 1912 2,217 4,089 4,648
Amaortization of property and equipment 27,843 28,466 54,317 53,342
Other amortizalion 511 218 659 440
Qperating income {loss) (14,854} 64,019 181,195 280,118
Inierest expense (75,779} (77.769) {156,196} {160,204)
Accretion of long-term liabilities (9,828) (24.187) (38,062} (48,078}
Interest income 545 3,400 1,310 19,769
Interest rate and foreign currency swap gains (losses) (6,513) (13,171} 16,970 (40,930)
Foreign exchange gains (losses) (15,878) {1,814) (83,379) 4,273
Investment gains, losses and write-downs {5,509) {332} (6,672) 2,536
Impairment loss on property and equipment (32,374) - (32,374) -
Impairment iess on goadwill (923,131) - (523,131}
Impairmenl loss on inlangible assets {238,903) - {238,903) -
Earnings (loss) before income taxes and other ilems {1,322,225) (49,854) (1,296,242) 37,484

" Represents revenue from third parties. in addition, the following segments recorded

intercompany revenue: Canadian television — $0.4 million (2008 — $1.3 million), Publishing —
_$0.8 million (2008 — $1.0 million).

12y I

Revenue consist of advertising revenue of $521 miliion and $1,290 miilion for the three and six
months ended February 28, 2008, respectively (2008 - $637 million and $1,390 million,
respectively) and circulation and subscriber revenue of $115 million and $232 million for the
three and six months ended February 28, 2009, respectively (2008 - $63 million and $177
million, respectively).

Revenue in the six months ended February 28, 2009 includes $5.1 million of retransmission
fees related to prior years. The Company has determined this adjustment is not material to the
recorded results and accordingly the adjustment has been included in net earnings {loss). This
adjustment reduced the loss per share by $06.02 per share.

Operating expenses for the three and six months ended February 28, 2009 inciudes a
reduction of $6.2 million and $1.4 million for employee health and insurance benefits related to
prior years for the Publishing and Televisicn — Canada operating segments, respectively. The
Company has determined these adjustments are not material to the recorded resuits and
accordingly the adjustments have been included in net eamings (loss). These adjustments
reduced the loss per share by $0.03 per share.

Elimination of the Company's equity interest in regulated entities of CW Media.

{4)

(5
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21. SUBSEQUENT EVENTS

(a) In March 2009, Canwest Media Inc. agreed to the establishment of a deposit account
("Collateral Deposit Account”) to be administered by its senior lenders. Approximaiely $50
million has been deposited into this account (as described below) and, except to the extent
permitted by the waiver agreement as discussed above, Canwest Media Inc. is not entitled to
withdraw any amount from this account without the consent of the senior kenders. In addition,
the senior lenders can use the amounts deposited in this account to satisfy obligations under
the senior credit facility (including the derivative instruments) as they come due.

{b) In March 2009, Canwest Media Inc. settled the fair value swaps on its 8% senior subordinated
notes. Canwest Media Inc. received cash proceeds of $105 million of which $38 miflion was
applied to outstanding liabilities on its derivative instruments, $47 miliion was used to repay its
senior credit facility and $20 million was deposited into the Collateral Deposit Account.

(c) In March 2009, the Company received $34 million in full settlemeant of amounts owing to
Canwest Media inc. and Canwest Publications inc. pursuant to an arbitration award in
connection with its dispute with Hollinger International Inc. (now Sun-Times Media Group Inc.)
relating to unresolved adjustments and claims associated with the November 15, 2000
acquisition of certain newspaper assets (note 19). Of the proceeds $30.5 million owing tc
Canwest Media Inc. was deposited into the Collateral Deposit Account.
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