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This Management Discussion and Analysis contains certain comments or forward-looking
statements about our objectives, strategies, financial conditions, results of operations and
businesses. Statements that are not historical facts are forward-looking and are subject to
important risks, uncertainties and assumptions. These statements are based on our current
expectations about our business and the markets we operate in, and on various estimates and
assumptions. The results or events predicted in these forward-looking statements may differ
materially from actual results or events if known or unknown risks, trends or uncertainties affect
our business, or if our estimates or assumptions turn out to be inaccurate. As a result, there is
no assurance that the circumstances described in any forward-looking statement will
materialize. Significant and reasonably foreseeable factors that could cause our results to differ
materially from our current expectations are discussed in the section entitled "Risk Factors”
contained in our 20F for the year ended August 31, 2007 filed by Canwest MediaWorks Inc. with
the Securities and Exchange Commission in the United States (available on Edgar at
www.edgar.com). We disclaim any intention or obligation to update any forward-looking
statement even if new information becomes available, as a result of future events or for any
other reason.
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OVERVIEW

In January 2008, CanWest MediaWorks Inc. changed its name to Canwest Media Inc. (“we, us
or our”). We are an international media company and are one of Canada’s largest media
companies. We are Canada’s largest publisher of English language daily newspapers, and own,
operate and/or hold substantial interests in free-to-air and subscription-based television
networks, out-of-home advertising, websites, and radio stations and networks in Canada,
Australia, Singapore, Turkey, the United States and the United Kingdom.

Key Factors Affecting Segment Revenues and Operating Income
Television Broadcast

We have three television segments. Our Canadian television segment includes our television
networks in Canada as well as our specialty channels. The CW Media television segment
includes the operations of Canadian specialty television stations held by CW Media Holdings
Inc. (“CW Media”), acquired in fiscal 2007 which were equity accounted until December 20,
2007, when the Canadian Radio-television and Telecommunications Commission (“CRTC”)
approved the transfer of effective control subject to certain conditions which were subsequently
satisfied. Since December 21, 2007, the balance sheet and the results from operations have
been consolidated. Our Australian television segment includes our interest in Ten Network
Holdings Limited (“Ten Holdings”), which owns and operates Ten Television Network (“Network
Ten”).

We generate the majority of our television revenues from the sale of advertising, with the
remainder generated from subscriber revenues earned by our specialty channels and the sale
of broadcast rights to our programming. Subscriber revenue is recorded monthly based on
subscriber levels. Demand for television advertising is driven primarily by advertisers in the
packaged goods, automotive, retail and entertainment industries and is strongly influenced by
general economic conditions. The attractiveness of our programs to advertisers and the rates
we charge are primarily a function of the size and demographics of our viewing audience. The
dependence of our advertising revenues on the ratings performance of our television programs
makes our television revenues less predictable than our publishing revenues.

Publishing

Our publishing segment includes the publication of a number of newspapers and magazines,
including metropolitan daily newspapers as well as operation of canada.com and other internet
operations. All of our publishing operations with the exception of the National Postand The
New Republic are held by the Canwest Limited Partnership (“Limited Partnership”). Our
publishing revenues are primarily earned from newspaper advertising and circulation revenues
from our newspapers and digital advertising revenue from our internet operations. Our
newspaper and interactive advertising revenues are a function of the volume or linage of
advertising sold and the rates we charge. Circulation revenues are produced from home-
delivery subscriptions for our newspapers and single-copy sales at retail outlets and vending
machines. Circulation revenues are a function of the number of newspapers we sell and the
average per copy prices we charge.



Radio

Our two radio segments consist of our radio operations in Turkey and the United Kingdom,
which earn substantially all of their revenues from advertising. Radio advertising revenues are a
function of overall radio advertising demand and advertising rates. Radio advertising rates are
determined based on the number and demographics of our listeners.

Out-of-home advertising

Our out-of-home advertising segment consists of Network Ten’s wholly owned subsidiary, Eye
Corp which generates revenue from the sale of out-of-home advertising. Eye Corp’s advertising
revenues are a function of overall out-of-home advertising demand and rates. Eye Corp’s
advertising rates are primarily a function of the number and demographics of the audience for
Eye Corp’s displays.

Foreign currency effects

Our Australia, United Kingdom, United States and Turkey operations expose our segment
revenues and operating expenses to fluctuations between the Canadian dollar and the
Australian dollar, United Kingdom Pound, United States dollar and New Turkish Lira,
respectively. A decline in value of the Canadian dollar against those currencies increases the
Canadian dollar equivalent of the revenues and expenses we record in those currencies. An
increase in the Canadian dollar has the opposite effect.

During nine months ended May 31, 2008, the Canadian dollar remained constant against the
Australian dollar, appreciated against the New Turkish Lira by 2% and depreciated against the
United States dollar by 12% and the United Kingdom Pound by 10% as compared to currency
translation rates for the same period in the prior year.

Seasonality
Our advertising revenues are seasonal. Revenues are typically highest in the first and third
quarters, while expenses are relatively constant throughout the year.

CRITICAL ACCOUNTING ESTIMATES

Except as noted below and in the Changes in Accounting Policy section of this MD&A, there are
no significant changes in our critical accounting policies or estimates since August 31, 2007 as
described in the Management Discussion and Analysis in our 2007 Annual Report.

Acquisition of Alliance Atlantis Communication Inc. (“Alliance Atlantis”)

In performing the purchase price allocation related to the Acquisition of Alliance Atlantis, we
made a number of assumptions and estimates in determining fair value. We are currently
finalizing a plan to provide termination benefits to certain employees and have accrued $18
million relating to these termination benefits. In addition, we continue to finalize our valuation of
certain current and non-current assets that were held in trust. Either of these adjustments could
materially impact the purchase allocation and future earnings related to this acquisition.



INTERNAL CONTROL OVER FINANCIAL REPORTING

There have been no changes in our internal control over financial reporting during the three
months ended May 31, 2008 that have materially affected or are reasonably likely to materially
affect our internal control over financial reporting.

OPERATING RESULTS
Introductory Note

+ Segment operating profit. In the discussion that follows, we provide information concerning
our segment operating profit. See note 16, Segmented Information, to our interim unaudited
consolidated financial statements. Management utilizes segment operating profit as a
measure of segment profitability in making strategic resource allocations.

»  Operating income before amortization. We also discuss our consolidated operating income
before amortization. We provide this measure because we and our lenders and investors
use operating income before amortization to measure performance against our various
leverage covenants. Operating income before amortization is not a recognized measure of
financial performance under GAAP. Investors are cautioned that operating income before
amortization should not be construed as an alternative to net earnings determined in
accordance with GAAP as an indicator of our performance. Our method of calculating
operating income before amortization may not be comparable to similarly titled measures
used by other companies. A reconciliation of operating income before amortization to net
earnings, which is the most closely comparable GAAP measure, is provided in the
“Reconciliation of Non-GAAP Financial Measures” section of this MD&A.

For the Three Months Ended May 31, 2008
Following is a table summarizing segmented results for the three months ended May 31, 2008

and May 31, 2007. See note 16, Segmented Information, to our unaudited interim consolidated
financial statements.



Operating Segments

Revenue

Segment Operating Profit

2008
$000

(Unaudited) (Unaudited)

2007
$000

2008
$000

2007
$000

(Unaudited) (Unaudited)

Publishing 334,151 333,609 78,636 71,662
Television
Canada 182,658 182,045 38,633 30,940
CW Media 98,542 - 37.488 -
281,200 182,045 76,121 30,940
Australia 194,134 179,712 34,747 28,676
475,334 361,757 110,868 59,616
Radio
Turkey 3,974 4,429 1,802 1,960
United Kingdom 503 328 (1.965) (1,066)
4,477 4,757 (163) 894
Out-of-home 40,750 38,674 1,124 (1,229)
Inter-segment revenue elimination (2,916) (704) - -
Restructuring expenses - - (4,018) -
Corporate and other - - (9,269) (9.403)
Total revenue 851,796 738,093
Operating income before
amortization 177,178 _ 121,540

(1) See Reconciliation of Non-GAAP Financial Measures.

Consolidated Results

Revenues. Consolidated revenues of $852 million for the three months ended May 31, 2008
increased $114 million, or 15%, from $738 million for the three months ended May 31, 2007.
This increase is primarily attributable to the acquisition of CW Media and an increase of 7% in
our international media, which consists of Australia television, out-of-home, Turkey and United

Kingdom operations.

Operating expenses. Consolidated operating expenses (including selling, general, and
administrative expenses) before amortization for the three months ended May 31, 2008

increased $58 million or 9% to $675 million from $617 million for the three months ended May
31, 2007. This increase reflects the acquisition of CW Media, restructuring expense related to
the Canadian television and publishing operations and local currency expense increases in our
operations partly offset by lower Canadian television and publishing expenses.



Operating income before amortization. Consolidated operating income before amortization
increased by $56 million, or 46%, to $177 million for the three months ended May 31, 2008 as
compared to $122 million for the three months ended May 31, 2007, including the $4 million
increase in expenses related to restructuring activities. The increase in operating income before
amortization reflects the addition of CW Media, increases in our publishing, Canadian television
Australian television and out-of-home segments partly offset by declines in our Turkish and
United Kingdom radio segments.

Amortization. Amortization of intangibles was $2 million for the three months ended May 31,
2008 and 2007. Amortization of property and equipment was $29 million for the three months
ended May 31, 2008 compared to $23 million for the same period of fiscal 2007 reflecting
acquisitions made in fiscal 2007.

Interest expense. Interest expense was $79 million for the three months ended May 31, 2008
compared to $45 million for the three months ended May 31, 2007, primarily reflecting additional
debt entered into in fiscal 2007 by CW Media, to finance the acquisition of its specialty television
operations, and the Limited Partnership, to finance the repurchase of the 25.8% ownership
interest owned by the CanWest MediaWorks Income Fund. In addition, interest expense has
increased by $4 million due to the adoption of new accounting policies whereby the amortization
of debt issuance costs are classified as interest expense.

Accretion of long term liabilities. For the three months ended May 31, 2008, we have recorded
an accretion expense of $26 million as we have recorded certain long term liabilities at their
present value which must be accreted to their estimated value over the term of these liabilities.
This charge is primarily related to the Goldman Sachs puttable interest in CW Investments
which is classified as a financial liability with an estimated accretion rate of approximately 19%.

Amortization of deferred financing costs. Amortization of deferred financing costs was nil for the
three months ended May 31, 2008 compared to $2 million for the three months ended May 31,
2007. This is the result of a change in accounting policy whereby the amortization of these debt
issuance costs is now included in interest expense.

Interest rate and foreign currency swap losses. For the three months ended May 31, 2008, we

recorded losses of $20 million to adjust the book value of certain swap instruments to fair value
at the balance sheet date. The losses relate to swaps that do not qualify for hedge accounting,

primarily because the related debt has been settled. This compared to losses of $22 million for
the three months ended May 31, 2007.



Foreign exchange gains / losses. We recorded foreign exchange gains of $1 million for the three
months ended May 31, 2008, relating to the foreign currency losses related to U.S.
denominated debt that is not hedged. For the three months ended May 31, 2007, we recorded
foreign exchange losses of $2 million related to our inter-company advances to our Turkish
operations.

Investment gains, losses and write-downs. We recorded investment losses and write-downs of
$22 million for the three months ended May 31, 2008. The investment loss is primarily due to
an impairment loss in the value of an investment in a publicly traded company. For the three
months ended May 31, 2007, we recorded an investment gain of $9 million mainly related to the
sale by Ten Holdings of its Malaysian investment.

Income taxes. For the three months ended May 31, 2008 we recorded an income tax expense
of $16 million. The effective tax rate was above the Company’s statutory rate of 32% as a result
of adjustments in the income tax expense including: $8 million related to non-deductible
accretion expenses, $4 million related to changes in valuation allowances, $4 million related to
non-taxable capital losses and $3 million related to non-deductible expenses partly offset by $2
million due to foreign income tax rates being lower than Canadian income tax rates.

Minority interests. For the three months ended May 31, 2008, we recorded minority interest
charges of $9 million of which $4 million related to the 44% minority interest in Ten Holdings and
$4 million related to certain specialty television stations not wholly-owned by CW Media. The
minority interest charge related to Ten Holdings decreased by 37% as a result of reduced net
earnings. There was no minority interest charges related to the Limited Partnership in the three
months ended May 31, 2008 as the 25.8% minority interest was repurchased in July 2007. For
the three months ended May 31, 2007, the minority interest charge related to the Limited
Partnership was $14 million.

Net earnings (loss) from continuing operations. Our net loss from continuing operations for the
three months ended May 31, 2008 was $24 million, compared to earnings of $6 million for the
three months ended May 31, 2007.

Discontinued operations. Net earnings from discontinued operations were nil for the three
months ended May 31, 2008 compared to $3 million for the same period of fiscal 2007. The
earnings in fiscal 2007 reflect results of our two Canadian radio stations and our New Zealand
television and radio segments that were sold during fiscal 2007.

Net earnings (loss). Our net loss for the three months ended May 31, 2008 was $24 million
compared to net earnings of $9 million for the three months ended May 31, 2007.



Segmented Results

Publishing
Revenues. Revenues of $334 million were flat during the three months ended May 31, 2008
compared to the three months ended May 31, 2007. Advertising revenues were flat during
the three months ended May 31, 2008 compared to the three months ended May 31, 2007.
Circulation revenue was flat as higher average per copy prices offset a 5% decline in
circulation volume for the three months ended May 31, 2008 as compared to the three
months ended May 31, 2007. Circulation revenue as a percentage of total revenues for the
publishing segment was approximately 20% for the three months ended May 31, 2008 and
May 31, 2007.

Operating expenses. Operating expenses of the publishing segment decreased by $6
million to $256 million for the three months ended May 31, 2008 as compared to $262
million for the three months ended May 31, 2007. This reflected increased distribution costs
resulting from increased fuel costs more than offset by decreases in newsprint pricing of
12% and newsprint consumption of 5% for the three months ended May 31, 2008 compared
to the three months ended May 31, 2007.

Segment operating profit. Segment operating profit for the three months ended May 31,
2008 increased by $7 million, or 10%, to $79 million as compared to $72 million for the three
months ended May 31, 2007. The increase resulted from lower operating expenses as
discussed above.

Canadian television
Revenues. In total, revenues from our Canadian television operating segment of $183
million for the three months ended May 31, 2008 were flat compared to the three months
ended May 31, 2007. This reflected a general softness in airtime revenue, until the latter
part of the quarter, in large part the result of the lack of new programming caused by the
writers’ strike. With the return to regular programming, these revenues have strengthened.

These decreases in programming revenue were partially offset by a $4 million increase in
advertising and subscriber revenue of our specialty channels. Subscriber revenues from our
specialty channels increased by 5% for the three months ended May 31, 2008 as compared
to the three months ended May 31, 2007, due to a 5% increase in subscribers.

Operating expenses. For the three months ended May 31, 2008, operating expenses
(including selling, general and administrative expenses) of our Canadian television
operations of $144 million were $7 million, or 5% lower than the prior year, as a result of a
decreased program amortization due to the writers’ strike, decreased marketing costs and
decreases in our news production costs due to the restructuring currently being undertaken.

Segment operating profit. The Canadian television segment operating income of $39 million
for the three months ended May 31, 2008 was $8 million higher than the three months
ended May 31, 2007 as a result of the decrease in expenses described above.



CW Media
We acquired the broadcast operations of CW Media on August 15, 2007. Substantially all
these assets were held in trust and accounted for using the equity method until December
20, 2007 when the CRTC approved the transfer of effective control subject to certain
conditions which were subsequently satisfied. Effective December 20, 2007, we have
consolidated these operations. During the three months ended May 31, 2008, revenues
were $99 million and segment operating profit was $38 million, reflecting the strong specialty
television market in Canada. During the period subscribers have increased by 6%.

Australian television
Revenues. Segment revenues increased by 8% to $194 million for the three months ended
May 31, 2008, from $180 million for the three months ended May 31, 2007. In local
currency, revenues increased 6% for the three months ended May 31, 2008, reflecting
Network Ten'’s strong ratings. The effect of the weakening local currency relative to the
Canadian dollar increased revenue by $3 million for the three months ended May 31, 2008.

Operating expenses. Segment operating expenses increased by $8 million, or 6%, to $159
million for the three months ended May 31, 2008 as compared to the three months ended
May 31, 2007. This reflects a 4% increase in operating expenses in local currency, primarily
reflecting normal cost inflation and costs related to Network Ten’s new digital media
strategy.

Segment operating profit. Segment operating profit increased by 21% to $35 million for the
three months ended May 31, 2008, compared to $29 million for the three months ended May
31, 2007.

Turkey radio
During the three months ended May 31, 2008, segment revenues decreased by 10% to $4
million compared to the three months ended May 31, 2007. Segment operating profit
decreased 8% to $2 million for the three months ended May 31, 2008 compared to the three
months ended May 31, 2007.

United Kingdom radio
Our United Kingdom radio operations commenced on October 1, 2006 with the launch of
Original 106 FM in the Solent region and in May 2007, we launched a second radio station
in Bristol. In October 2007, we launched our third radio station in Aberdeen. During the three
months ended May 31, 2008, segment revenues were less than $1 million and segment
operating expenses were $2 million, resulting in a segment operating loss of $2 million.
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Out-of-home advertising
Revenue from our out-of-home advertising segment increased by 5%, or $2 million, to $41
million for the three months ended May 31, 2008 as compared to the three months ended
May 31, 2007. The increase reflected 4% growth in revenue in local currency driven by
additional inventory as a result of acquisitions made in fiscal 2007. Our segment operating
profit from the out-of-home advertising operations was $1 million for the three months ended
May 31, 2008 as compared to an operating loss of $1 million in the three months ended May
31, 2007.

Corporate and other
Corporate and other expenses were flat at $9 million for the three months ended May 31,
2008 and 2007.

Restructuring
We are currently centralizing certain functions within the Canadian broadcast which includes
the development of four state of the art broadcast centres to support the production needs of
our local television stations and enable our programming to transition to high definition. Over
the period from September 2007 to February 2009, we expect to have a net reduction in our
workforce of 200 jobs relating to these changes. In addition, earlier this year, we initiated a
change in the work flow for our publishing operations which will result in the centralization of
certain functions. During the three months ended May 31, 2008, the combined restructuring
charge accrued for these initiatives is $4 million. Further restructuring expenses will be
accrued in the future as these projects progress further. See note 5 of our unaudited interim
consolidated financial statements for additional information.
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For the Nine Months Ended May 31, 2008

Following is a table summarizing segmented results for the nine months ended May 31, 2008
and May 31, 2007. See note 16, Segmented Information, to our unaudited interim consolidated
financial statements:

Revenue Segment Operating Profit
2008 2007 2008 2007
$000 $000 $000 $000

(Unaudited) (Unaudited) (Unaudited) (Unaudited)
Operating Segments

Publishing 1,002,522 980,040 240,168 211,772
Television
Canada 543,946 556,007 63,701 71,429
CW Media 279,439 - 101,491 -
823,385 556,007 165,192 71,429
Australia 575,122 533,109 173,353 152,758
1,398,507 1,089,116 338,545 224,187
Radio
Turkey 10,884 10,993 4,479 3,858
United Kingdom 1,349 839 (5,092) (2,988)
12,233 11,832 (613) 870
Out-of-home 122,107 109,048 5,972 1,255
Inter-segment revenue elimination (5,192) (3,403) - -
Restructuring - - (20,274) -
Corporate and other - - (28,020) (28,060)
2,530,177 535,778 410,024
Less equity accounted affiliates " (108,767) - (44,440) -
Total revenue 2,421,410 2,186,633 - -
Operating income before
amortization 491,338 _ 410,024®

(1) Elimination of the equity accounted assets held in trust up to December 20, 2007.
(2) See Reconciliation of Non-GAAP Financial Measures.

Consolidated Results

Revenues. Consolidated revenues of $2,421 million for the nine months ended May 31, 2008
increased $235 million, or 11%, from $2,187 million for the nine months ended May 31, 2007.
This increase is primarily attributable to the acquisition of CW Media, an increase of 8% in our
international media, which consists of Australia television, out-of-home, Turkey and United
Kingdom operations, and an increase of 2% in our publishing operations. This was partly offset
by a decrease of 2% in Canadian television.
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Operating expenses. Consolidated operating expenses (including selling, general, and
administrative expenses) before amortization for the nine months ended May 31, 2008
increased $153 million or 9% to $1,930 million from $1,777 million for the nine months ended
May 31, 2007. This increase reflects the acquisition of CW Media, restructuring expense related
to the Canadian television and publishing operations of $20 million and local currency expense
increases in all our operations.

Operating income before amortization. Consolidated operating income before amortization
increased by $81 million, or 20%, to $491 million for the nine months ended May 31, 2008 as
compared to $410 million for the nine months ended May 31, 2007, including the $20 million
increase in expenses related to restructuring activities. The increase in operating income before
amortization reflects the addition of CW Media, increases in our publishing, Australian television
out-of-home, and Turkish radio segments, partly offset by declines in our Canadian television
and United Kingdom radio segments.

Amortization. Amortization of intangibles was $7 million for the nine months ended May 31,
2008 compared to $4 million for the nine months ended May 31, 2007, reflecting amortization
related to acquisitions made in fiscal 2007. Amortization of property and equipment was $82
million for the nine months ended May 31, 2008 compared to $69 million for the same period of
fiscal 2007 reflecting acquisitions made in fiscal 2007.

Interest expense. Interest expense was $238 million for the nine months ended May 31, 2008
compared to $131 million for the nine months ended May 31, 2007, primarily reflecting
additional debt entered into in fiscal 2007 by CW Media, to finance the acquisition of its
specialty television operations, and the Limited Partnership, to finance the repurchase of the
25.8% ownership interest owned by the CanWest MediaWorks Income Fund. In addition,
interest expense has increased by $9 million due to the adoption of new accounting policies
whereby the amortization of debt issuance costs are classified as interest expense.

Accretion of long term liabilities. For the nine months ended May 31, 2008, we have recorded an
accretion expense of $74 million as we have recorded certain long term liabilities at their
present value which must be accreted to their estimated value over the term of these liabilities.
This charge is primarily related to the Goldman Sachs puttable interest in CW Investments
which is classified as a financial liability with an estimated accretion rate of approximately 19%.

Interest income. For the nine months ended May 31, 2008, we recorded interest income of $21
million primarily related the interest earned on inter-company advances to the equity accounted
CW Media regulated entities up to December 20, 2007. This compared to income of $3 million

for the nine months ended May 31, 2007.

Amortization of deferred financing costs. Amortization of deferred financing costs was nil for the
nine months ended May 31, 2008 compared to $5 million for the nine months ended May 31,
2007. This is the result of a change in accounting policy whereby the amortization of these debt
issuance costs is now included in interest expense.
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Interest rate and foreign currency swap losses. For the nine months ended May 31, 2008, we
recorded losses of $61 million to adjust the book value of certain swap instruments to fair value
at the balance sheet date which primarily relates to swaps that do not qualify for hedge
accounting, primarily because the related debt has been settled. This compared to losses of $1
million for the nine months ended May 31, 2007.

Foreign exchange gains / losses. We recorded foreign exchange gains of $5 million for the nine
months ended May 31, 2008, which primarily relates to the foreign currency gains related to
U.S. denominated debt that is not hedged.

Investment gains, losses and write-downs. We recorded investment losses and write-downs of
$22 million for the nine months ended May 31, 2008. The investment loss is primarily due to an
impairment loss in the value of an investment in a publicly traded company. For the nine
months ended May 31, 2007, we recorded an investment gain of $10 million mainly related to
the sale by Ten Holdings of its Malaysian investment.

Income taxes. For the nine months ended May 31, 2008, we recorded an income tax expense of
$42 million. The effective tax rate was above the Company’s statutory rate of 32% as a result of
adjustments in the income tax expense including: $23 million related to non-deductible accretion
expenses, $6 million related to changes in valuation allowance and $6 million related to non-
deductible expenses partly offset by $7 million due to foreign income tax rates being lower than
Canadian income tax rates.

Minority interests. For the nine months ended May 31, 2008, we recorded minority interest
charges of $48 million primarily related to the 44% minority interest in Ten Holdings and $6
million related to certain specialty television stations not wholly-owned by CW Media. The
minority interest charge related to Ten Holdings increased by 8% as a result of increased net
earnings. There was no minority interest charges related to the Limited Partnership in the nine
months ended May 31, 2008 as the 25.8% minority interest was repurchased in July 2007. For
the nine months ended May 31, 2007, the minority interest charge related to the Limited
Partnership was $40 million.

Interest in earnings of equity accounted affiliates. For the nine months ended May 31, 2008, we
recorded interest in earnings of equity accounted affiliates of $40 million which was primarily
related to CW Media’s assets which were held in trust until December 20, 2007 when
conditional regulatory approval was received. These operations have been fully consolidated
since they came out of trust.

Net earnings (loss) from continuing operations. Our net loss from continuing operations for the
nine months ended May 31, 2008 was $19 million compared to earnings of $72 million for the
nine months ended May 31, 2007.

Discontinued operations. Net earnings from discontinued operations were nil for the nine
months ended May 31, 2008 compared to $12 million for the same period of fiscal 2007. The
earnings in fiscal 2007 reflect results of our two Canadian radio stations and our New Zealand
television and radio segments that were sold during fiscal 2007.

Net earnings (loss). Our net losses for the nine months ended May 31, 2008 were $19 million
compared to earnings of $83 million for the nine months ended May 31, 2007.

14



Segmented Results

Publishing
Revenues. Revenues increased by $22 million, or 2%, to $1,003 million for the nine months
ended May 31, 2008 as compared to $980 million for nine months ended May 31, 2007.
Advertising revenues increased by 2% as a result of growth in revenues from classified
advertising, inserts and retail advertising. Circulation revenue was flat as higher average per
copy prices offset a 4% decline in circulation volume for the nine months ended May 31,
2008 as compared to fiscal 2007. Circulation revenue as a percentage of total revenues for
the publishing segment was approximately 19% for the nine months ended May 31, 2008
and May 31, 2007.

Operating expenses. Operating expenses of the publishing segment decreased by $6
million, or 1%, to $762 million as compared to $768 million for the nine months ended May
31, 2008 and May 31, 2007. This reflected primarily higher payroll costs, caused by normal
wage increases and increased distribution costs resulting from higher insert volumes and
increased fuel costs offset by decreases in newsprint pricing of 15% and newsprint
consumption of 2% for the nine months ended May 31, 2008 compared to the nine months
ended May 31, 2007.

Segment operating profit. Segment operating profit for the nine months ended May 31, 2008
increased by $28 million, or 13%, to $240 million as compared to $212 million for the nine
months ended May 31, 2007. The increase resulted from higher revenues and decreased
expenses discussed above.

Canadian television
Revenues. In total, revenues from our Canadian television operating segment of $544
million were approximately $12 million, or 2%, lower for the nine months ended May 31,
2008 as compared to $556 million for the nine months ended May 31, 2007. This reflected a
general softness in airtime revenue in large part the result of the lack of new programming
caused by the writers’ strike.

These decreases in programming revenues were partially offset by a $12 million increase in
advertising and subscriber revenue for our specialty channels. Subscriber revenues from
our specialty channels increased by 6% for the nine months ended May 31, 2008 as
compared to the nine months ended May 31, 2007, due to a 6% increase in subscribers.

Operating expenses. For the nine months ended May 31, 2008, operating expenses
(including selling, general and administrative expenses) of our Canadian television
operations of $480 million were $4 million, or 1%, lower than the prior year.

Segment operating profit. The Canadian television segment operating income of $64 million
for the nine months ended May 31, 2008 was $8 million or 11% lower than the nine months
ended May 31, 2007 as a result of the revenue decreases partially offset by expense
decreases.
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CW Media
We acquired the broadcast operations of CW Media on August 15, 2007. Substantially all
these assets were held in trust and accounted for using the equity method until December
20, 2007 when the CRTC approved the transfer of effective control subject to certain
conditions which were subsequently satisfied. During the nine months ended May 31, 2008,
revenues were $279 million and segment operating profit was $101 million, reflecting the
strong specialty television market in Canada and the ongoing strength of the CW Media
brands.

Australian television
Revenues. Segment revenues increased by 8% to $575 million for the nine months ended
May 31, 2008, from $533 million for the nine months ended May 31, 2007. In local currency,
revenues increased 7% for the nine months ended May 31, 2008, reflecting Network Ten’s
strong ratings.

Operating expenses. Segment operating expenses increased by $21 million, or 6%, to $402
million for the nine months ended May 31, 2008 as compared to the nine months ended May
31, 2007. This reflects a 5% increase in operating expenses in local currency, primarily
reflecting normal cost inflation and costs related to Network Ten’s new digital media
strategy.

Segment operating profit. Segment operating profit increased by 13% to $173 million for the
nine months ended May 31, 2008, compared to $153 million for the nine months ended May
31, 2007.

Turkey radio
During the nine months ended May 31, 2008, segment revenues decreased by 1% to $11
million compared to the nine months ended May 31, 2007. Segment operating profit
increased 16% to $4 million for the nine months ended May 31, 2008 compared to the nine
months ended May 31, 2007.

United Kingdom radio
Our United Kingdom radio operations commenced on October 1, 2006 with the launch of
Original 106 FM in the Solent region and in May 2007, we launched a second radio station
in Bristol. In October 2007, we launched our third radio station in Aberdeen. During the nine
months ended May 31, 2008, segment revenues were $1 million and segment operating
expenses were $6 million, resulting in a segment operating loss of $5 million.

Out-of-home advertising
Revenue from our out-of-home advertising segment increased by 12%, or $13 million, to
$122 million for the nine months ended May 31, 2008 as compared to the nine months
ended May 31, 2007. The increase reflected 12% growth in revenue in local currency driven
by additional inventory as a result of acquisitions made in fiscal 2007. Our segment
operating profit from the out-of-home advertising operations was $6 million for the nine
months ended May 31, 2008 as compared to $1 million in the nine months ended May 31,
2007.

Corporate and other

Corporate and other expenses were $28 million for the nine months ended May 31, 2008
and 2007.
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Restructuring
We are currently centralizing certain functions within the Canadian broadcast segment
which includes the development of four state of the art broadcast centres to support the
production needs of our local television stations and enable our programming to transition to
high definition. Over the period from September 2007 to February 2009, we expect to have
a net reduction in our workforce of 200 jobs relating to these changes. In addition earlier this
year we initiated a change in the work flow for our publishing operations which will result in
the centralization of certain functions. The combined restructuring charge accrued to date
for these initiatives is $20 million. Further restructuring expenses will be accrued in the
future as these projects progress further. See note 5 of our unaudited interim financial
statements for additional information.

CONSOLIDATED QUARTERLY FINANCIAL RESULTS
For the three months ended (in thousands of dollars, except as noted)

May 31, Feb 29, Nov 30, Aug 31,
2008 2008 2007 2007

Revenue 851,796 701,875 867,739 678,649
Operating income before
amortization 177,178 92,244 221,916 76,943
Net earnings (loss) from continuing
operations (24,398) (33,355) 38,878 (53,024)
Net earnings (loss) (24,398) (33,355) 38,878 197,741
Cash flow from continuing operating
activities 24,431 43,386 (25,278) 119,880
Cash flow from operating activities 24,431 43,386 (25,278) 129,215
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May 31, Feb 28, Nov 30, Aug 31,

2007 2007 2006"" 2006""
Revenue 738,093 643,683 804,857 610,408
Operating income before
amortization 121,540 79,984 208,500 65,131
Net earnings (loss) from continuing
operations 5,905 6,463 59,237 (11,239)
Net earnings 8,877 8,171 66,322 156,480
Cash flow from continuing operating
activities 32,927 107,398 (28,836) 115,543
Cash flow from operating activities 38,486 115,007 (12,399) 126,572

™ Revised to reflect the classification of our New Zealand television and radio segments as discontinued
operations.

LIQUIDITY AND CAPITAL RESOURCES

Overview

Our principal uses of funds are for capital expenditures and repayment of debt. We have
historically met these requirements by using cash generated from operating activities and
through short-term and long-term debt. We believe these sources of funds, together with our
cash on hand, will continue to be adequate to meet our current anticipated capital requirements.

We also review acquisition and investment opportunities in the course of our business and will,
if a suitable opportunity arises and is permitted by the terms of our debt instruments, make
selected acquisitions and investments to implement our business strategies. We expect that the
funding for any such acquisitions or investments would come from working capital, borrowing
under our credit facilities or future credit facilities, additional equity and debt financing, entering
into joint ventures or a combination of these methods. Similarly, from time to time, we review
opportunities to dispose of non-core assets, and may, if a suitable opportunity arises, sell
certain non-core assets.

For the remaining of fiscal 2008, we expect our major non-operating cash requirements to
include capital expenditures of approximately $50 million and repayment of $2 million in
principal payments due on long-term debt. Of these amounts, $25 million in capital expenditures
will be made by subsidiaries which are guarantors under the Canwest Media Inc. senior credit
facilities. We expect to meet our cash needs for fiscal 2008 primarily through a combination of
operating cash flow, cash on hand and our credit facilities.
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Sources of Funds

Our principal sources of liquidity are cash and cash equivalents on hand and cash flows from
operating activities. At May 31, 2008, we had consolidated cash on hand of $88 million including
$32 million of CW Media cash $6 million of Limited Partnership cash and $40 million of Ten
Holdings cash. We had cash flow from operating activities of continuing operations of $43
million for the nine months ended May 31, 2008 compared to $111 million for the nine months
ended May 31, 2007. For the nine months ended May 31, 2008, the cash flow from operating
activities of continuing operations include payments related to severance costs and net
programming costs of $32 million which were related to the acquisition of Alliance Atlantis
Communications Inc (“Alliance Atlantis”). In addition, as at May 31, 2008, we had non-cash
working capital of $160.8 million.

In addition to the above sources of liquidity, we had unused borrowing capacity under our
revolving credit facility of $146 million at May 31, 2008. Network Ten had unused borrowing
capacity of A$345 million under its credit facilities at May 31, 2008. The Limited Partnership has
an additional $163 million available under its credit facilities and CW Media had $50 million
available under its revolving credit facility at May 31, 2008.

Uses of Funds
Capital Expenditures

In the first nine months of fiscal 2008, total capital expenditures amounted to $95 million. Of
these capital expenditures, $41 million were made by subsidiaries which are guarantors under
the Canwest Media Inc. senior credit facilities. For the remaining of fiscal 2008, we expect our
capital expenditures to total approximately $50 million of which approximately $25 million will
relate to subsidiaries which are guarantors under the Canwest Media Inc. credit facilities.

CRTC Benefits

During the nine months ended May 31, 2008, we received approval from the CRTC related to
our acquisition of Alliance Atlantis’ broadcast operations. We expect to fund the CRTC benefit
obligations of $151 million over a seven year period primarily using cash on hand and cash flow
from operations of CW Media. Approximately 10% of the benefits will be directed to social
benefits payable by CW Media to third parties, approximately 10% will be funded by the
Canwest television related to news and public affairs programming and the remaining 80% will
be directed to incremental production of Canadian programming by CW Media which may be
aired on its channels.

Distributions

Our Australian operations make distributions twice annually. In July 2007, Network Ten
distributed $33 million; $19 million to us and $14 million to other shareholders. In January 2008,
Ten Holdings paid a dividend of A$0.10 which resulted in a dividend of $46 million to us and $36
million to other shareholders. On June 25, 2008, Ten Holdings announced a distribution of
A$0.035, payable on July 16, 2008. Our portion of this dividend is A$18 million. The Limited
Partnership makes monthly distributions. During the nine months ended May 31, 2008, we
received $128 million in distributions from the Limited Partnership.
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Financial Instruments

A derivative contract included in the interest rate and foreign currency swap liability expires in
August 2009 and payments totaling approximately $176 million will be required during fiscal
2008 and fiscal 2009 to settle this contract.

Debt
General

Effective September 1, 2007, we were required to adopt new accounting policies for financial
instruments. The adoption of these policies has impacted the presentation of debt and related
interest rate and foreign currency swaps. The following table sets out the debt outstanding at
May 31, 2008, which is translated at May 31, 2008 foreign currency exchange rates and
includes debt issuance costs. Previously debt as presented in our financial statements excluded
debt issuance costs, which were recorded in other assets, and included the effect of foreign
currency swap arrangements. The first column of the table presents our debt, where applicable,
at the foreign exchange rates specified in our foreign currency swap arrangements.
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Canwest Media Inc.:
Senior secured credit
facility

Senior subordinated
notes

Canwest Limited
Partnership:

Senior secured credit —
revolver

Senior secured credit —
credit C

Senior secured credit —
credit D

Senior subordinated
unsecured credit
facility

Senior subordinated
unsecured notes

CW Media Holdings:
Senior credit facility
Senior unsecured
notes

The Ten Group PTY
Limited:

Bank loan A$285,000
(Aug. 31,2007 —
A$245,000)

Senior unsecured
notes US$125,000
(Aug .31, 2007 —
US$125,000)

Senior notes
A$150,000 (Aug. 31,
2007 — A$150,000)

Other
Effect of foreign
currency swaps

Debt at Debt at Accounting
swapped current  adjustments®
foreign foreign
exchange | exchange
rates rates
20,000 20,000 -
908,042 755,687 4,945
928,042 775,687 4,945
87,000 87,000 -
265,000 265,000 (3,138)
495,000 458,308 (5,085)
75,000 75,000 (868)
429,000 397,200 (9,257)
1,351,000 | 1,282,508 (18,348)
472,626 441,088 (12,668)
325,244 325,244 (10,080)
797,870 766,332 (22,748)
270,608 270,608 -
199,475 124,012 -
142,425 142,425 -
612,508 537,045 -
3,689,420 | 3,361,572 (36,151)
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Book Book
value as value as
at May 31, at
2008 August
31, 2007
20,000 -
760,632 829.800
780,632 829,800
87,000 85,000
261,862 265,000
453,223 491,170
74,132 75,000
387.943 422 .480
1,264,160 1,338,650
428,420 471,518
315,164 315,429
743,584 786,947
270,608 211,043
124,012 132,050
142.425 129.210
537,045 472,303
- 4,250
- 170,757
3,325,421 3,602,707



) The balances as at August 31, 2007 include the impact of the debt premium but exclude debt
issuance costs.

@ Accounting adjustments include debt issuance cost, certain hedge adjustments and fair value
adjustments.

Credit Facilities

The Canwest Media Inc. credit facility which matures in October 2010 is subject to certain
restrictions and bears interest at banker’s acceptance rates plus an applicable margin. This
facility is secured by substantially all our directly held assets, including the assets of our
Canadian television operations and the National Post, partnership units of the Limited
Partnership and shares of CW Investments Co. (“CW Investments”) and Ten Holdings. As at
May 31, 2008, we have $20 million in drawings under this facility and we have $146 million, net
of letters of credit of $39 million, available under this facility.

Under our senior credit facilities, we are required to maintain the fair value of our foreign
currency and interest rate swaps below a prescribed threshold of $500 million. In addition, there
are prescribed thresholds with individual counterparties. During the nine months ended May 31,
2008, we were required to make $19 million of recouponing payments of which $14 million was
applied to overhanging swaps and $5 million was applied to hedging swaps. As at May 31,
2008, the fair value of these foreign currency and interest rate swaps was $357 million. Further
strengthening of the Canadian currency and/or changes in interest rates may result in further
prepayment requirements.

Total leverage as calculated under Canwest Media Inc.’s credit facility was 4.36 times cash flow
for debt covenant purposes for the 12 months ended May 31, 2008, compared to a covenant of
5.00 times. The debt used in calculating the total leverage is $985 million which includes
Canwest Media Inc’s debt translated at swapped foreign exchange rates, certain cash on hand
and outstanding letters of credit of $39 million but excludes debt issuance costs.

The Limited Partnership has a senior secured credit facility and unsecured debt. The senior
secured credit facility, which is secured by substantially all the assets of the Limited Partnership,
consists of a $250 million revolving term loan, a $265 million non-revolving term loan and a
US$462 million term loan. As at May 31, 2008, the Limited Partnership had fully drawn on its
term loan facilities and had drawn $87 million on its revolving term credit facility. The unsecured
facilities consist of a $75 million senior subordinated unsecured credit facility and US$400
million in senior subordinated notes. These unsecured facilities rank junior to the senior credit
facility and are guaranteed by the Limited Partnership and its subsidiaries.

Ten Holdings has negotiated a three year extension to its unsecured credit facility. The new
facility is due in April 2011 in the amount of A$630 million of which A$285 million was drawn as
at May 31, 2008. In addition, Ten Holdings had senior unsecured notes and senior notes in the
amount of US$125 million and A$150 million.
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CW Media has a senior secured credit facility, which is secured by substantially all the assets of
CW Investments, in the amount of $50 million revolving term loan and a US$444 million term
loan. As at May 31, 2008, CW Media had not drawn upon the $50 million revolving term loan
and had fully drawn the amount allowed under the term loan. CW Media also has a senior
unsecured interim loan in the amount of US$328 million. Subsequent to May 31, 2008, CW
Media Holdings Inc. completed a bond offering of US$312 million Senior Unsecured Notes.
Using cash on hand and the proceeds from the new bond offering, it refinanced the interim
senior unsecured notes. The new Senior notes bear interest at 13.5% and are due on August
15, 2015. No principal or interest payments are due under the Senior notes until August 15,
2011 at which time semi annual payments of interest only will commence. At May 31, 2008,
there was $5 million of debt issuance costs offsetting the Senior unsecured notes which may
result in an adjustment to interest expense in the fourth quarter. The notes are unsecured and
guaranteed by CW Media Holdings and its wholly owned subsidiaries.

FINANCIAL INSTRUMENTS

Our primary market risk exposures are interest rate and foreign currency exchange rate risk. We
are exposed to interest rate risk and foreign exchange rate fluctuations resulting from the
issuance of floating rate debt and debt denominated in U.S. dollars. In addition to monitoring the
ratio of fixed rate debt to total long-term debt, we use interest rate swaps to manage the
proportion of total debt that is subject to variable rates. Cross-currency swaps are used to
hedge both the interest rate and the currency exposure on debt originally issued in U.S. dollars.
We do not enter into any derivatives for trading purposes.

As at May 31, 2008, with the exception of the CW Media Senior Unsecured Interim Loans, we
have fully hedged the currency exposure on our U.S. dollar denominated debt.

There have been no changes in the purpose or terms of the financial instruments during the
nine months ended May 31, 2008.

The fair value of the swap contracts represents an estimate of the amount that we would receive
or pay if the contracts were closed out at a market price on the balance sheet date. As of May
31, 2008, our total outstanding swap contracts were in a net unrealized loss position of $621
million.

INDUSTRY RISKS AND UNCERTAINTIES

Our risks and uncertainties have not materially changed from those described in our 20F for the
year ended August 31, 2007 filed by Canwest MediaWorks Inc. with the Securities and
Exchange Commission in the United States (available on Edgar at www.edgar.com).
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OFF BALANCE SHEET ARRANGEMENTS AND GUARANTEES

In connection with the disposition of assets, we have provided customary representations and
warranties that range in duration. In addition, as is customary, we have 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. We are 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 Atlantis, we and Goldman Sachs Capital Partners
(“Goldman Sachs”) entered into an indemnity agreement dated August 15, 2007 (the "Indemnity
Agreement") and the amended shareholders agreement (the "Shareholders Agreement")
governing the manner in which the affairs of CW Investments would be conducted. Pursuant to
the Indemnity Agreement, we have agreed to 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 million damages threshold and a $25
million deductible. The indemnity provided by us 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 indemnify us 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
indemnity provided by Goldman Sachs will also terminate on the Survival Date.

Additionally, CW Media entered 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 liabilities, and in
some cases, on a joint and several basis. As at May 31, 2008, we have recorded income tax
liabilities of $21 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.

As part of the acquisition of Alliance Atlantis, we and Goldman Sachs each acquired, for
nominal consideration a 50% equity interest in 4437691 Canada Inc., which holds interests in a
number of limited partnerships. These limited partnerships include various tax shelters which
acquired rights, title and interest in certain film and television programs from Alliance Atlantis
who in turn received an exclusive right to distribute such productions for an extended period.
4437691 Canada Inc. has certain loans receivable from these limited partnerships in the amount
of $47 million and participation liabilities in the amount of $51 million which will be settled in
2010. We have determined 4437691 Canada Inc. is a variable interest entity and that we are not
the primary beneficiary.

RELATED PARTY TRANSACTIONS

A company which is affiliated with our controlling shareholders owns Canwest Place in
Winnipeg, Manitoba, a building in which we are a tenant. Rent paid to this company for the three
and nine months ended May 31, 2008 amounted to $0.8 million and $2.4 million, respectively
(2007 — $0.7 million and $2.3 million, respectively). In addition, during the nine months ended
May 31, 2008, we have paid $0.3 million (2007 — nil) of building development expenses to this
company.

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

24



CHANGES IN ACCOUNTING POLICY

On September 1, 2007, we adopted the CICA Handbook Sections 1530, “Comprehensive
Income”, 3251, “Equity”, 3855, “Financial Instruments — Recognition and Measurement’, 3861,
“Financial Instruments — Disclosure and Presentation” and 3865, “Hedges”. The adoption of
these new standards resulted in changes in accounting for financial instruments as well as the
recognition of certain transition adjustments that have been recorded in opening accumulated
other comprehensive income (“AOCI”). We adopted these standards at the beginning of the
year retroactively and in accordance with the transitional provisions, the prior period balances
have not been restated except for the presentation of the currency translation account which
was adopted retroactively. The principal changes in the accounting for financial instruments due
to the adoption of these accounting standards are described below.

Comprehensive Income

Section 1530 introduces comprehensive income, which represents the change in an entity’s net
assets that results from transactions, events and circumstances related to sources other than
the entity’s shareholders. Comprehensive income consists of net earnings and other
comprehensive income (“OCI”). OCl is comprised of revenue, expenses, gains and losses that
in accordance with GAAP are recognized in comprehensive income, but excluded from net
income such as unrealized gains and losses on available-for-sale investments; unrealized gains
and losses on self sustaining foreign operations and the effective portion of gains and losses on
derivatives designated as cash flow hedges.

Equity

Section 3251 describes the changes in how to report and disclose equity and changes in equity
as a result of the new requirements of Section 1530. Upon adoption of these standards, we
have presented consolidated statements of comprehensive income for changes in these items
during the period. Cumulative changes in OCI are included in AOCI, which is presented as a
new category within our equity on the consolidated balance sheets.

Financial Instruments — Recognition and Measurement and Financial Instruments — Disclosure
and Presentation

These new standards prescribe when a financial instrument is to be recognized and
derecognized from the balance sheet and at what amount these financial instruments should be
recognized. It also specifies how financial instrument gains and losses are accounted for. Under
these new standards, all financial assets are classified as held-for-trading, held-to-maturity,
loans and receivables or available-for-sale and all financial liabilities must be classified as held-
for-trading or other financial liabilities. In addition, an entity has the option to designate certain
financial assets or liabilities as held-for-trading or financial assets as available-for-sale on initial
recognition or upon adoption of these standards, even if the financial instrument was not
acquired or incurred for the purpose of selling or repurchasing it in the near term.

All financial instruments are required to be measured at fair value on initial recognition except
for certain related party transactions. After initial recognition, financial instruments should be
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 using the
effective interest method. Financial assets classified as available-for-sale that do not have a
quoted market price in an active market are measured at cost. Amortization related to financial
assets classified as held-to-maturity or loans and receivables and other financial liabilities is
recorded in net earnings using the effective interest method. Gains and losses related to
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financial assets and financial liabilities classified as held-for-trading are recorded in net earnings
in the period in which they arise. 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 the
sale or other-than-temporary impairment.

Upon adoption, our financial assets and financial liabilities were classified as follows:

e Cash is classified as held-for-trading. Changes in fair value for the period related to
foreign exchange translation are recorded as foreign exchange gains (losses) in net
earnings.

e Accounts and other receivables, due from related parties and advances to regulated
entities are considered loans and receivables and are initially recorded at fair value
and subsequently measured at amortized cost. Interest income is recorded in net
earnings, as applicable.

e Portfolio investments are classified as available-for-sale. Accordingly, as at
September 1, 2007, investments were decreased by $1.8 million and opening AOCI
decreased by $1.8 million, net of future income taxes of nil, to recognize investments
at fair value at transition. We apply trade date accounting for these investments.
Accordingly, portfolio investments are recognized by us on the day we commit to
purchase and derecognized on the day we commit to sell. Changes in fair value for
the period are recorded in other comprehensive income.

Revolving credit facilities, bank indebtedness, accounts payable and accrued liabilities,
broadcast rights payable, long term debt and puttable interest in subsidiary are considered other
financial liabilities and are initially recorded at fair value and subsequently measured at
amortized cost. Interest expense is recorded in net earnings, as applicable.

The fair value of the short term financial assets and liabilities, which include cash, accounts and
other receivables, bank indebtedness, 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 portfolio investments with a quoted market price and traded in an active
market are based on the closing quoted market price. Such investments had a carrying value of
$18.7 million (August 31, 2007 — $42.9 million) and a fair value of $18.7 million (August 31,
2007 — $40.6 million). The carrying value of portfolio investments in private companies is $6.7
million (August 31, 2007 — $4.0 million) a fair value of $7.9 million (August 31, 2007 — $4.0
million). The fair values of these investments are based on the most recent purchase
transactions or comparable valuations.

The fair value of long term debt is estimated by discounting future cash flows using currently
available rates for debt of similar terms and maturity or using market prices for publicly traded
debt. Long term debt has a carrying value of $3,325.4 million (August 31, 2007 — $3,432.0
million) and a fair value of $3,259.0 million (August 31, 2007 — $3,372.2 million).

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

The fair value of derivative instruments are based on the amount at which they could be settled
based on estimated current market rates. The derivative instruments had a carrying value of
$621.1 million (August 31, 2007 — $318.5 million) and a fair value of $621.1 million (August 31,
2007 — $417.2 million).
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The new standards require all derivative financial instruments to be measured at fair value on
the consolidated balance sheet, even when they are part of an effective hedging relationship.
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 to 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 at fair value. Upon adoption, entities have the option
to recognize as an asset or liability all embedded derivative instruments that are required to be
separated from their host contracts or to select the beginning of a fiscal year ending no later
than March 31, 2004 as its transition date for embedded derivatives. We have selected
September 1, 2002 as our transition date for embedded derivatives. As at September 1, 2007,
we determined that we do not have any material outstanding contracts or financial instruments
with embedded derivatives that require bifurcation.

Transaction costs are expensed as incurred for financial instruments classified or designated as
held for trading. For other financial instruments, transaction costs are included with the related
financial instrument on initial recognition and amortized using the effective interest rate method.
On September 1, 2007, transaction costs consisted of debt issuance costs of $57.4 million
which have been reclassified as a reduction of the related long term debt. Accordingly, other
assets were decreased by $55.5 million and long-term debt was decreased by $57.4 million and
opening retained earnings was decreased by $1.3 million, net of future income taxes of $0.6
million, to account for the measurement difference upon adoption of the effective interest rate
method.

Hedges

Section 3865 provides alternative treatments to Section 3855 for entities which choose to
designate qualifying transactions as hedges for accounting purposes. It replaces and expands
on Accounting Guideline 13 “Hedging Relationships” and the hedging guidance in Section 1651
“Foreign Currency Translation”by specifying how hedge accounting is applied and what
disclosures are necessary when it is applied.

We have various derivative contracts outstanding, to manage interest rate and foreign currency
risks, where there is corresponding debt outstanding that qualifies for hedge accounting under
the provisions of Section 3865. We have designated certain of these hedging relationships as
cash flow hedges and certain of these hedging relationships as fair value hedges. We use these
derivatives to manage the interest rate and foreign exchange risks associated with the related
debt instruments.
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Cash flow hedges

In a cash flow hedge, the effective portion of the change in fair value of foreign currency and
interest rate swaps is recognized in OCI and reclassified to net earnings during the periods
when the variability of the cash flows of the term loans affects net earnings. Cash flow 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. The
ineffective portion is recognized in net earnings as interest expense. Gains or losses are
recognized in OCI and are reclassified into net earnings in the same period in which the hedged
item affects net earnings. When payments are made on the underlying instruments, the realized
portions of the amounts previously recognized in AOCI are reclassified to interest expense.
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 during the periods when
the variability in the cash flows of the hedged item affects net earnings. Gains and losses on the
foreign currency and interest rate swaps are reclassified immediately to net earnings when the
hedged item is sold or early terminated. On adoption, as at September 1, 2007, Hedging
derivative instruments were increased by $48.5 million, long term debt was decreased by $17.6
million, future income taxes were decreased by $9.9 million and opening AOCI was decreased
by $21.0 million, to measure the foreign currency and interest rate swap at fair value on the
consolidated balance sheet and the effective portion of the hedging relationship in AOCI.

During the three and nine months ended May 31, 2008, $11.4 million foreign exchange gains
and $82.4 million foreign exchange losses, respectively, were reclassified to the income
statement from AOCI, representing foreign exchange gains and 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 and nine months ended May 31, 2008, we reclassified $4.3 million and $6.8
million, respectively, from accumulated other comprehensive income to net earnings. This
amount has been recorded as a charge to interest expense and represents the effect of the
swaps on our interest expense.

Fair value hedges

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 earnings. In addition, the changes in
the fair value of the hedged risks (“basis adjustment”) of the hedged instrument are also
recorded in interest rate and foreign currency swap gains (losses). We amortize the basis
adjustment when the hedged item ceases to be subject to a basis adjustment. 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.

As at September 1, 2007, Hedging derivative instruments were increased by $223.4 million,
long term debt was decreased by $220.1 million related to the basis adjustment, future income
taxes were decreased by $1.0 million and opening retained earnings was decreased by $2.3
million relating to the cumulative ineffectiveness of the fair value hedges.

During the nine months ended May 31, 2008, we have increased the hedging derivative
instruments by $16.3 million and decreased long term debt by $3.7 million related to the basis
adjustment with a corresponding charge to interest rate and foreign currency swap losses of
$20.0 million.
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FORTHCOMING CHANGES IN ACCOUNTING POLICIES
Capital Disclosures

During 2006, the AcSB issued CICA 1535, “Capital Disclosures”. CICA 1535 requires that we
disclose information that enables users of our financial statements to evaluate our objectives,
policies and procedures for managing capital including disclosures of any externally imposed
capital requirements and the consequences for non-compliance. The new standard will be
effective for us September 1, 2008. We are currently considering the impact of the adoption of
such standards.

Inventories

The AcSB issued CICA 3031, “Inventories”, which we must apply for our fiscal year beginning
on September 1, 2008. CICA 3031 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 permitted when there is a subsequent increase in the value of inventories. The new
standard will be effective for us September 1, 2008. We do not expect the adoption of such
standard to have a significant impact.

Financial Instrument Disclosures and Presentation

The AcSB issued CICA 3862, “Financial Instrument — Disclosures” and CICA 3863, Financial
Instruments — Presentation”, which we must apply for our fiscal year beginning on September 1,
2008. CICA 3862 revises and enhances the current disclosure requirement related to financial
instruments. The additional disclosures include disclosures relating to the designation of each
financial asset, assets held for trading, assets pledged for liabilities or contingent liabilities,
allowance for credit losses, where an instrument has both liability and equity components and
multiple embedded derivatives, accounting policies and the basis of measurement used in
preparing the financial statements and qualitative and quantitative disclosures related to risks
arising from financial instruments. CICA 3863 revises the current presentation of financial
instruments and non-financial derivatives. CICA 3863 addresses the classification of financial
instruments between liabilities and equity, the classification of related interest, dividends, losses
and gains and circumstances in which financial assets and liabilities are offset. We plan to, and
must, apply these new standards effective September 1, 2008. We are currently considering the
impact of the adoption of such standards.

Goodwill and Intangible assets

The AcSB issued CICA 3064, “Gooawill and Intangible assets”, which we must apply for our
fiscal year beginning on September 1, 2009. CICA 3064 establishes standards for the
recognition, measurement, presentation and disclosure of goodwill and intangible assets. CICA
3064 expands on the criteria when intangible assets 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. We plan to, and must, apply
these new standards effective September 1, 2009. We are currently considering the impact of
the adoption of such standard.
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RECONCILIATION OF NON-GAAP FINANCIAL MEASURES

Following is a reconciliation of net earnings to operating income before amortization, a non-

GAAP measure:

Net earnings (loss)

Amortization

Interest and other financing
expenses

Accretion of long term liabilities

Investment gains, losses, write-
downs and interest income

Foreign exchange (gains) losses

Interest rate and foreign currency
swap losses

Earnings from discontinued
operations

Provision for income taxes

Interest in earnings of equity
accounted affiliates

Minority interest

Realized currency translation
adjustments

Operating income before
amortization

For the nine months

For the three months ended ended
May 31, May 31, May 31, May 31,
2007 2007 2007 2007
$000 $000 $000 $000
(24,398) 8,877 (18,875) 83,370
31,499 25,015 89,903 73,986
78,546 46,662 238,387 135,914
26,274 - 74,352 -
20,763 (9,723) 1,059 (12,849)
(946) 2,131 (5,219) (4,565)
19,842 21,931 60,772 931
- (2,972) - (11,765)
16,485 8,036 41,515 67,903
(129) (115) (39,706) (1,436)
9,242 21,663 48,088 79,100
- 35 1,062 (565)
177,178 121,540 491,338 410,024
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