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HIGHLIGHTS 
 
Financial Highlights         

(These highlights are derived from the unaudited consolidated 
financial statements) Three months ended Nine months ended 

(unaudited) May 31, May 31, 

  2010  2009  2010  2009  

Revenues         

  Radio  71,426   65,508   198,190   198,971  

  Television  147,013   129,846   435,242   394,526  

   218,439   195,354   633,432   593,497  

Segment profit         

  Radio  21,877   16,072   52,266   45,193  

  Television  59,452   50,672   179,724   162,433  

  Corporate  (7,511)  (5,328)  (19,502)  (13,859) 

   73,818   61,416   212,488   193,767  

          

Net income (loss)  31,411   (145,030)  119,922   (75,368) 

Earnings (loss) per share         

  Basic $ 0.39 $ (1.81) $ 1.49 $ (0.94) 

  Diluted $ 0.39 $ (1.81) $ 1.48 $ (0.94) 

 

Significant Events in the Quarter 

 On March 1, 2010, the Company launched Sundance Channel in Canada and W Movies. Based 
on the internationally recognized brand, the Sundance Channel features a broad range of 
programming from niche, genre-focused cinema to obscure and socially provocative titles. W 
aƻǾƛŜǎ ƛǎ ŀƴ ŜȄǘŜƴǎƛƻƴ ƻŦ ǘƘŜ /ƻƳǇŀƴȅΩǎ ǎǳŎŎŜǎǎŦǳƭ ² bŜǘǿƻǊƪ ōǊŀƴŘΦ 

 hƴ aŀǊŎƘ ммΣ нлмлΣ ǘƘŜ /ƻƳǇŀƴȅΩǎ wŀŘƛƻ ŘƛǾƛǎƛƻƴ ǿŀǎ ŀǿŀǊŘŜŘ ǘǿƻ ŀǿŀǊŘǎ ŀǘ ǘƘŜ нлмл 
Canadian Music and Broadcast Industry Awards and four Crystal Awards. These awards include 
Station of the Year, Country (Country 105, Calgary), Station of the Year, Classic Gold (Q107, 
Toronto), Station Promotion Campaign - Gold (107.5 DAVE FM, Kitchener), Station Promotion 
Campaign - Silver (107.5 DAVE FM, Kitchener), Station Single - Bronze (Corus Radio Winnipeg) 
and Station Promotion Campaign - Bronze (FM96, London). 

 Beginning on March 22, 2010, and over the following week, the CRTC released a group of 
related policy statements that impact directly upon television licensees and indirectly upon 
radio.  These are the main issues related to the licensing process for television licensees as the 
system migrates to wholly digital distribution platforms over the next few years.  The key policy 
documents are listed as follows: (A) A group-based approach to the licensing of private 
television services.  Broadcasting Regulatory Policy, CRTC 2010-167, March 22, 2010; (B) The 
implications and advisability of implementing a compensation regime for the value of local 
television signals: A report prepared pursuant to section 15 of the Broadcasting Act, March 23, 
2010; (C) Commercial advertising in the local availabilities of non-Canadian services.  
Broadcasting Regulatory Policy 2010-189, March 29, 2010; (D) Regulatory framework for video-
on-demand undertakings. Broadcasting Regulatory Policy 2010-190, March 29, 2010. 
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 On March 23, 2010, ǘƘŜ /ƻƳǇŀƴȅ ǿŀǎ ƴŀƳŜŘ ƻƴŜ ƻŦ /ŀƴŀŘŀΩǎ .Ŝǎǘ 5ƛǾŜǊǎƛǘȅ 9ƳǇƭƻȅŜǊǎΦ ¢Ƙƛǎ 
award recognizes companies that have exceptional workplace diversity and inclusiveness 
programs. This is the second year in a row that Corus has been honoured. 

 On March 31, April 30 and May 31, 2010 the Company paid a monthly dividend of $0.049585 
and $0.05 to holders of its Class A and Class B Shares respectively. 

 On April 20, 2010, Corus Radio Winnipeg was honoured with a Golden Hand Award from 
Volunteer Manitoba for its Hunger for Hope campaign which is aimed toward ending child 
hunger in the province. This is the second year in a row that Corus Radio Winnipeg has been 
honoured. 

 On April 30, 2010, the Company announced that, subject to regulatory approvals, it had reached  
an agreement with Cogeco Inc. for it to acquire its Corus Quebec radio stations: Montreal 
French (CKOI 96,9, 98,5, CKAC Sports ς ƛƴŎƭǳŘƛƴƎ /Y!/Ωǎ ŘƛƎƛǘŀƭ ƭƛŎŜƴse), Montreal English (The Q 
92.5), Quebec City (102,9 Souvenirs Garantis, CKOI 102,1), Gatineau (104,7 Souvenirs Garantis), 
Sherbrooke (107,7 Souvenirs Garantis, CKOI 104,5), Trois-Rivières (106,9 Souvenirs Garantis) and 
St-Jérôme (CIME 103,9). 

 On May 3, 2010, the Company appointed Doug Murphy as President, Corus Television and on 
May 10, 2010, the Company appointed Hal Blackadar as interim President, Corus Radio. 

 On May 20, 2010, the Company began to consolidate its Toronto locations and 1,100 employees 
into its new waterfront facility, Corus Quay. 

 hƴ aŀȅ нтΣ нлмлΣ ǘƘŜ /ƻƳǇŀƴȅΩǎ bŜƭǾŀƴŀ 9ƴǘŜǊǇǊises announced a number of broadcast and 
licensing deals for the successful relaunch of the boys action new animated series BEYBLADE: 
Metal Fusion. 

 

Significant Events Subsequent to the Quarter 

 hƴ WǳƴŜ нΣ нлмлΣ ǘƘŜ /ƻƳǇŀƴȅ ǿŀǎ ƴŀƳŜŘ ƻƴŜ ƻŦ /ŀƴŀŘŀΩǎ ¢ƻǇ 9ƳǇƭƻȅŜǊǎ ŦƻǊ ¸ƻǳƴƎ tŜƻǇƭŜ ƛƴ 
2010. This award recognized /ƻǊǳǎ ŀǎ ƻƴŜ ƻŦ /ŀƴŀŘŀΩǎ ƭŜŀŘŜǊǎ ƛƴ ŀǘǘǊŀŎǘƛƴƎ ŀƴŘ ǘǊŀƛƴƛƴƎ ȅƻǳƴƎŜǊ 
employees. 

 hƴ WǳƴŜ нΣ нлмлΣ ǘƘŜ /ƻƳǇŀƴȅΩǎ bŜƭǾŀƴŀ 9ƴǘŜǊǇǊƛǎŜǎ ŀƴƴƻǳƴŎŜŘ new broadcasting and licensing 
deals at Licensing International Expo for its animated properties Babar and the Adventures of 
Badou and Max & Ruby. 

 On June 5Σ нлмлΣ ǘƘŜ /ƻƳǇŀƴȅΩǎ ±ŀƴŎƻǳǾŜǊ ǊŀŘƛƻ ǎǘŀǘƛƻƴΣ /Yb² !a фулΣ ǿŀǎ ƘƻƴƻǳǊŜŘ ǿƛǘƘ ǎƛȄ 
awards at the 2010 RTNDA British Columbia Regional Awards Gala. These awards include the 
Byron MacGregor Award for Best Newscast, the Charlie Edwards Award for Spot News, the Dave 
Rogers Award for Short Feature (Large Market), the Ron Laidlaw Award for Continuing Coverage 
and the Sam Ross Award for Editorial/Commentary. CKNW AM 980 on-air host Tom Mark was 
also recognized with a 2010 RTNDA Lifetime Achievement Award. 

 On June 1пΣ нлмлΣ ǘƘŜ /ƻƳǇŀƴȅΩǎ aƻǾƛŜ /ŜƴǘǊŀƭ ŀƴƴƻǳƴŎŜŘ ǘƘŀǘ ŜƛƎƘǘ /ŀƴŀŘƛŀƴ ƻǊƛƎƛƴŀƭ 
productions have been greenlit for production including new seasons of the comedy series Call 
Me Fitz, Less Than Kind and Living In Your Car; the six-part stand-up comedy series Just For 
Laughs: Funny As Hell (working title); Skins, a new Canadian content series based on the popular 
U.K. version; the mockumentary series The Yard; and original films Sleepyhead and Scaredycat. 

 On June 15, 2010, marblemedia announced that it will produce Splatalot, a 26-episode series 
ŦŜŀǘǳǊƛƴƎ /ŀƴŀŘŀΩǎ ƭŀǊƎŜǎǘ ŜȄǘǊŜƳŜ ƻōǎǘŀŎƭŜ ŎƻǳǊǎŜΦ ¢ƘŜ ǎŜǊƛŜǎ ƛǎ ŀ ƳŜŘƛŜǾŀƭ-themed physical 
game show geared to the tween audience and will air on YTV in Canada, BBC in the U.K. and ABC 
in Australia. 
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 On June 15, 2010, tƘŜ /ƻƳǇŀƴȅΩǎ Movie Central announced that it had partnered with William 
ShatnerΩǎ ǇǊƻŘǳŎǘƛƻƴ ŎƻƳǇŀƴȅ Melis Productions and Ballinran Productions Limited to produce 
The Captains (working title), a feature length documentary on the life of William Shatner. 

 hƴ WǳƴŜ мсΣ нлмлΣ ǘƘŜ /ƻƳǇŀƴȅΩǎ ² bŜǘǿƻǊƪ ŀƴƴƻǳƴŎŜŘ ŀ ǎƭŀǘŜ ƻŦ ƴƛƴŜ ƴŜǿ ƻǊƛƎƛƴŀƭ ǎŜǊƛŜǎ ǘƘŀǘ 
ŀǊŜ ŎǳǊǊŜƴǘƭȅ ƛƴ ǇǊƻŘǳŎǘƛƻƴ ŦƻǊ ǘƘŜ ƴŜǘǿƻǊƪǎΩ ǳǇŎƻƳƛƴƎ Ŧŀƭƭ ŀƴŘ ǿƛƴǘŜǊ ǎŎƘŜŘǳƭŜǎΦ CŜŀǘǳǊƛƴƎ 
many new talents and familiar faces including Candice Olson and Ty Pennington, and series such 
as Come Dine with Me Canada, this lineup of new shows includes more home-focused 
programming featuring all aspects of the home, from renovation and design, to financing, 
buying, selling and entertaining. 

 On June 17, 2010, the CompanȅΩǎ .ƻō [ŀȅǘƻƴ ŦǊƻƳ /ƻǊǳǎ wŀŘƛƻ 9ŘƳƻƴǘƻƴΩǎ сол /I95 ŀƴŘ 
iNews880 was honoured with a 2010 RTNDA Lifetime Achievement Award in the Prairie Region. 

 On June 30, 2010, the Company paid a monthly dividend of $0.049585 and $0.05 to holders of 
its Class A and Class B Shares, respectively. 

 On July 7, 2010, the Company, in partnership with BlueNest Technologies, launched 
CorusConnect, an exclusive and leading edge web-based service tool which enables Corus Radio 
¢ƻǊƻƴǘƻΩǎ ǊŜǘŀƛƭ ŀƴŘ ŀƎŜƴŎȅ ǇŀǊǘƴŜǊǎ ǘƻ ƳŀƴŀƎŜ ŀƭƭ ŀǎǇects of their account online and at their 
convenience.  Corus is the first Canadian radio broadcaster to provide this service. 
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aŀƴŀƎŜƳŜƴǘΩǎ 5ƛǎŎǳǎǎƛƻƴ ŀƴŘ !ƴŀƭȅǎƛǎ 

aŀƴŀƎŜƳŜƴǘΩǎ 5ƛǎŎǳǎǎƛƻƴ ŀƴŘ !ƴŀƭȅǎƛǎ ƻŦ ǘƘŜ ŦƛƴŀƴŎƛŀƭ Ǉƻǎƛǘƛƻƴ ŀƴŘ ǊŜǎǳƭǘǎ ƻŦ operations for the three 
months ended May 31, 2010 is prepared at June 30, 2010.  The following should be read in conjunction 
ǿƛǘƘ aŀƴŀƎŜƳŜƴǘΩǎ 5ƛǎŎǳǎǎƛƻƴ ŀƴŘ !ƴŀƭȅǎƛǎΣ ŎƻƴǎƻƭƛŘŀǘŜŘ ŦƛƴŀƴŎƛŀƭ ǎǘŀǘŜƳŜƴǘǎ ŀƴŘ ǘƘŜ ƴƻǘŜǎ ǘƘŜǊŜǘƻ 
included in our August 31, 2009 Annual Report and the consolidated financial statements and notes of 
the current quarter.  The financial highlights included in the discussion of the segmented results are 
derived from the unaudited consolidated financial statements.  All amounts are stated in Canadian 
dollars unless specified otherwise. 

Cautionary statement regarding forward-looking statements 

To the extent any statements made in this report contain information that is not historical, these 
statements are forward-looking statements and may be forward-looking information within the 
ƳŜŀƴƛƴƎ ƻŦ ŀǇǇƭƛŎŀōƭŜ ǎŜŎǳǊƛǘƛŜǎ ƭŀǿǎ όŎƻƭƭŜŎǘƛǾŜƭȅΣ άŦƻǊǿŀǊŘ-looƪƛƴƎ ǎǘŀǘŜƳŜƴǘǎέύΦ ¢ƘŜǎŜ ŦƻǊǿŀǊŘ-
looking statements related to, among other things, our objectives, goals, strategies, intentions, plans, 
estimates and outlook, including advertising, program, merchandise and subscription revenues, 
operating costs and tariffs, taxes and fees, and can generally be identified by the use of the words such 
as "believe", "anticipate", "expect", "intend", "plan", "will", "may" and other similar expressions.  In 
addition, any statements that refer to expectations, projections or other characterizations of future 
events or circumstances are forward-looking statements.  Although Corus believes that the expectations 
reflected in such forward-looking statements are reasonable, such statements involve risks and 
uncertainties and undue reliance should not be placed on such statements.  Certain material factors or 
assumptions are applied in making forward-looking statements, including without limitation, factors and 
assumptions regarding advertising, program, merchandise and subscription revenues, operating costs 
and tariffs, taxes and fees and actual results may differ materially from those expressed or implied in 
such statements. Important factors that could cause actual results to differ materially from these 
expectations include, among other things: our ability to attract and retain advertising revenues; 
audience acceptance of our television programs and cable networks; our ability to recoup production 
costs, the availability of tax credits and the existence of co-production treaties; our ability to compete in 
any of the industries in which we do business; the opportunities (or lack thereof) that may be presented 
to and pursued by us; conditions in the entertainment, information and communications industries and 
technological developments therein; changes in laws or regulations or the interpretation or application 
of those laws and regulations; our ability to integrate and realize anticipated benefits from our 
acquisitions and to effectively manage our growth; our ability to successfully defend ourselves against 
litigation matters arising out of the ordinary course of business;  and changes in accounting standards. 
Additional information about these factors and about the material assumptions underlying such 
forward-looking statements may be found in our Annual Information Form. Corus cautions that the 
foregoing list of important factors that may affect future results is not exhaustive. When relying on our 
forward-looking statements to make decisions with respect to Corus, investors and others should 
carefully consider the foregoing factors and other uncertainties and potential events. Unless otherwise 
required by applicable securities laws, we disclaim any intention or obligation to publicly update or 
revise any forward-looking statements whether as a result of new information, events or circumstances 
that arise after the date thereof or otherwise. 
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Overview of Consolidated Results 

Net income for the third quarter was $31.4 million on revenues of $218.4 million, as compared to a net 
loss of $145.0 million on revenues of $195.4 million in the prior year.  Television segment profit 
increased by 17%, while Radio increased by 36%.  Please refer to the discussion of segmented results for 
further analysis. 

Revenues 

Revenues for the third quarter were $218.4 million, an increase of 12% from $195.4 million last year.  
Subscriber revenues increased by 13% and advertising revenues increased by 11% in the quarter.  
Television revenues increased by 13% and Radio revenues increased by 9% in the quarter.  For the nine 
month period, revenues of $633.4 million represented an increase of 7%.  Subscriber revenues increased 
by 11% and advertising revenues increased by 2% in the nine month period.  Television revenues 
increased by 10%, while Radio revenues were flat in the nine month period. Please refer to the 
discussion of segmented results for additional analysis of revenues. 

Direct cost of sales, general and administrative expenses 

Direct cost of sales, general and administrative expenses for the third quarter were $144.6 million, up 
8% from $133.9 million in the prior year. This increase is attributed to higher program rights 
amortization in the Television division and higher general and administrative costs in Television and 
Corporate.  For the nine month period, expenses of $420.9 million represented a 5% increase over the 
prior year as a result of higher program rights amortization in the Television division and higher 
Corporate costs.  Please refer to the discussion of segmented results for additional analysis of expenses. 

Depreciation 

Depreciation expense for the first three quarters was essentially unchanged from last year. Depreciation 
on expenditures made in relation to Corus Quay will commence in the fourth quarter of fiscal 2010. 

Interest expense 

Interest on long-term debt is up from the prior year due to the issuance of new debt in the second 
quarter of fiscal 2010.  In February 2010, the Company issued $500.0 million in senior unsecured 
ƎǳŀǊŀƴǘŜŜŘ ƴƻǘŜǎ ŘǳŜ нлмт όǘƘŜ άbƻǘŜǎέύ ǘƘŀǘ Ǉŀȅ ƛnterest at 7.25%. The Company used these proceeds 
to pay down bank debt.  The effective interest rate on bank loans and notes for the first three quarters 
of fiscal 2010 was 5.1% compared to 4.3% on bank loans last year. 

Disputed regulatory fees 

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

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

Other expense (income), net 

Other expense increased in the third quarter and year-to-date of fiscal 2010 due to rental expenses 
incurred on Corus Quay prior to the completion of the project. The Company began occupying the new 
facility at the end of the third quarter of fiscal 2010, and has incurred duplicate rent and will continue to 
ŦƻǊ ŀ ǎƘƻǊǘ ǇŜǊƛƻŘ ƻŦ ǘƛƳŜ ǳƴǘƛƭ ǘƘŜ ƳƻǾŜ ƛǎ ŎƻƳǇƭŜǘŜΦ ¢ƘŜ ǇǊƛƻǊ ȅŜŀǊΩǎ ǉǳŀǊǘŜǊ ƛƴŎƭǳdes a $3.2 million 
restructuring provision related to the Quebec Radio operations, and the prior year-to-date includes a 
gain of $7.2 million related to the sale of a residential audio business.  

Income taxes 

The effective tax rate for the first three quarǘŜǊǎ ƻŦ ŦƛǎŎŀƭ нлмл ǿŀǎ ннΦм҈Σ ŎƻƳǇŀǊŜŘ ǘƻ ǘƘŜ /ƻƳǇŀƴȅΩǎ 
31.7% statutory rate. The difference is due almost entirely to the impact of a change in the Ontario 
provincial long-term tax rate that became effective in the first quarter. This rate change resulted in the 
Company recording a non-cash recovery of $14.2 million through the income tax expense line. 

Net income and earnings per share 

Net income for the third quarter was $31.4 million, as compared to a net loss of $145.0 million last year. 
Earnings per share for the third quarter were $0.39 basic and diluted, compared to a loss per share of 
ϷмΦум ōŀǎƛŎ ŀƴŘ ŘƛƭǳǘŜŘ ƭŀǎǘ ȅŜŀǊΦ bŜǘ ƛƴŎƻƳŜ ŦƻǊ ǘƘŜ ǇǊƛƻǊ ȅŜŀǊΩǎ ǉǳŀǊǘŜǊ ƛƴŎƭǳŘŜǎ ŀ Ϸмт2.5 million after-
tax broadcast license and goodwill impairment charge.  Removing the impact of this item results in 
adjusted third quarter basic earnings per share of $0.34 in the prior year. 

Net income for the current year-to-date also includes a reversal of the disputed regulatory fee accrual, a 
reduction in the income tax rate and a debt refinancing loss.  

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

Other comprehensive income (loss), net of tax 

The significant item in other comprehensive income was the change in the unrealized fair value of the 
/ƻƳǇŀƴȅΩǎ ƛƴǘŜǊŜǎǘ ǊŀǘŜ ǎǿŀǇ ŀƎǊŜŜƳŜƴǘǎΦ Lƴ ǘƘŜ ǎŜŎƻƴŘ ǉǳŀǊǘŜǊ ƻŦ ŦƛǎŎŀƭ нлмлΣ ǘƘŜ /ƻƳǇŀƴȅ 
terminated the agreements. As a result, the unrealized change in the fair value of the agreements that 
were previously recorded in other comprehensive income was reversed through other comprehensive 
income and recorded in net income as a component of the debt refinancing loss.   
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Radio 

The Radio division comprises 50 radio stations situated primarily in nine of the 10 largest Canadian 
ƳŀǊƪŜǘǎ ōȅ ǇƻǇǳƭŀǘƛƻƴ ŀƴŘ ƛƴ ǘƘŜ ŘŜƴǎŜƭȅ ǇƻǇǳƭŀǘŜŘ ŀǊŜŀ ƻŦ ǎƻǳǘƘŜǊƴ hƴǘŀǊƛƻΦ /ƻǊǳǎ ƛǎ ƻƴŜ ƻŦ /ŀƴŀŘŀΩǎ 
leading radio operators in terms of revenues and audience reach.  

Financial Highlights 
 
  Three months ended Nine months ended 

(thousands of Canadian dollars) May 31, May 31, 

  2010  2009  2010  2009  

Revenues         

West  25,142   25,061   71,219   78,663  

Ontario  24,454   20,534   68,118   62,821  

Quebec and other  21,830   19,913   58,853   57,487  

   71,426   65,508   198,190   198,971  

          
Segment profit         

West  9,208   8,877   23,962   27,641  

Ontario  8,302   5,132   20,160   15,462  

Quebec and other  4,367   2,063   8,144   2,090  

   21,877   16,072   52,266   45,193  

Revenues for the third quarter increased by 9%, and revenues for the year-to-date are flat compared to 
the prior year.  Revenues in the West returned to growth for the quarter after several quarters of 
decreases, although they remain down 9% for the year-to-date as the economic downturn in Canada did 
not impact results in the West until midway through the second quarter of fiscal 2009.  In addition, 
markets in Alberta have been impacted by rate compression as a result of new licenses in those 
markets.  Revenues in the rest of Canada experienced strong growth for the quarter, resulting in growth 
on the year-to-ŘŀǘŜ ŀǎ ǿŜƭƭΦ  ¢ƘŜ /ƻƳǇŀƴȅΩǎ ǊŜǎǳƭǘǎ ŦƻǊ ǘƘŜ ǉǳŀǊǘŜǊ ŀƴŘ ŦƻǊ the year-to-date exceed the 
performance of the overall market in Canada in cities where we compete.   

Direct cost of sales, general and administrative expenses for the third quarter were flat compared to the 
prior year, and decreased by 5% for the year-to-date. Variable expenses increased slightly in the quarter 
on higher CRTC Part II fees and sales commission earned on the higher revenues, although the Company 
continues to benefit from a transition to a lower average cost of sales structure on national sales.  Fixed 
costs, which represent a much higher proportion of the cost structure, were flat for the quarter and 
decreased by 5% for the year-to-date from the prior year.  The decrease was largely in employee related 
costs which results from initiatives taken by the Company recently to reduce the fixed cost base of the 
division. 

aŀƴŀƎŜƳŜƴǘΩǎ ŦƻŎǳǎ ƻƴ Ŏƻǎǘ ŎƻƴǘǊƻƭ ŘǳǊƛƴƎ ǘƘŜ ǊŜŎŜƴǘ ǘƛƳŜ ƻŦ ǊŜǾŜƴǳŜ ŎƘŀƭƭŜƴƎŜǎ Ƙŀǎ ƭŜŘ ǘƻ ŀ 
significant improvement in segment profit margin in the third quarter and year-to-date, now that 
revenues have returned to growth. 

In the first quarter of fiscal 2010, the Radio division reversed its August 31, 2009 disputed regulatory fee 
accrual of $8.9 million.  This is excluded from segment profit.  In fiscal 2010, the Company began 
accruing for the revised fee, and the Radio division incurred a charge of $1.6 million.  This amount is 
included in segment profit for fiscal 2010, with no comparable amount in segment profit for fiscal 2009. 
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Television 

The Kids segment comprises: YTV; Treehouse; Nickelodeon (Canada); a 50% interest in TELETOON and 
TELETOON Retro, and the Nelvana content business. The Specialty and Pay segment comprises: W 
bŜǘǿƻǊƪΤ ±L±!Τ ² aƻǾƛŜǎΤ {ǳƴŘŀƴŎŜ /ƘŀƴƴŜƭ ό/ŀƴŀŘŀύΤ /ƻǊǳǎΩ ǿŜǎǘŜǊƴ /ŀƴŀŘƛŀƴ ǇǊŜƳƛǳƳ ǘŜƭŜǾƛǎƛƻn 
services Movie Central (including HBO Canada) and Encore Avenue; Corus Custom Networks; three local 
ǘŜƭŜǾƛǎƛƻƴ ǎǘŀǘƛƻƴǎΣ ŀƴŘ ǘƘŜ /ƻƳǇŀƴȅΩǎ ƛƴǘŜǊŜǎǘǎ ƛƴ /a¢ /ŀƴŀŘŀΣ ¢ŜƭŜƭŀǘƛƴƻΣ 5¦{Y ŀƴŘ /ƻǎƳƻǇƻƭƛǘŀƴ ¢±Φ 

Financial Highlights 
 
  Three months ended Nine months ended 

(thousands of Canadian dollars) May 31, May 31, 

  2010  2009  2010  2009  

Revenues         

Kids  57,425   50,340   182,071   164,277  

Specialty and Pay  89,588   79,506   253,171   230,249  

   147,013   129,846   435,242   394,526  

          
Segment profit         

Kids  23,233   17,795   78,799   68,036  

Specialty and Pay  36,219   32,877   100,925   94,397  

   59,452   50,672   179,724   162,433  

Revenues increased by 13% in the third quarter reflecting an increase of 13% on subscriber revenues 
and a return to strong growth in advertising revenues with an increase of 11%. Total specialty 
advertising revenues were up 14%, while non-specialty advertising revenues were down 11%. Other 
revenues grew 21% in the third quarter.  Subscriber revenue growth reflects the continued enthusiastic 
market response to our HBO Canada offering resulting in strong subscriber growth, the addition of two 
new offerings in W Movies and Sundance Channel, and enhanced wholesale fees for Movie Central.  
Advertising revenues grew 19% on our Kids segment reflecting strengthening ratings and our success in 
monetizing our άŎƻ-ǾƛŜǿέ audience.   Specialty advertising revenues on our Specialty and Pay segment 
showed a strong increase of 10% in the quarter. Non-specialty advertising revenues declined due to 
challenges faced by our cable advertising service.  The solid growth in other revenues reflects increased 
distribution and merchandising revenues from the Content business.  Year-to-date subscriber revenues 
have increased 11% while advertising revenues have returned to growth with an increase of 4% over the 
prior year.  Movie Central (including HBO Canada) finished the quarter with 970,000 subscribers, up 2% 
from the same period last year. 

Direct cost of sales, general and administrative expenses increased by 11% in the third quarter and 10% 
for the year-to-date.  Direct cost of sales, which includes amortization of program rights and film 
investments, increased by 9% for the quarter and 12% for the year-to-date.  Amortization of program 
rights costs fluctuate with changes in subscriber levels, as a result of program supply agreements and 
Canadian content requirements based on the prioǊ ȅŜŀǊΩǎ ǊŜǾŜƴǳŜǎΣ ŀǎ ŀ ǊŜǎǳƭǘ ƻŦ ŎƻƴŘƛǘƛƻƴǎ ƻŦ ƭƛŎŜƴǎŜΦ   
Amortization of film investments fluctuate in proportion to the volume of service work in the studio and 
ŎƻƴǘŜƴǘ ŘƛǎǘǊƛōǳǘƛƻƴ ǊŜǾŜƴǳŜǎΦ  tƭŀƴƴŜŘ ƛƴǾŜǎǘƳŜƴǘ ƛƴ ǇǊƻƎǊŀƳƳƛƴƎ ŦƻǊ ƻǳǊ ²ƻƳŜƴΩǎ ƴŜǘǿƻǊƪǎ ǘo drive 
growth also contributed to the increased costs.  General and administrative expenses increased in the 
quarter year-to-date as a result of increases in CRTC Part II fees, trademark costs, foreign exchange 
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differences and expenses related to the launch of new services.  Television has maintained relatively flat 
employee related costs. 

In the first quarter of fiscal 2010, the Television division reversed its August 31, 2009 disputed regulatory 
fee accrual of $7.3 million.  This is excluded from segment profit.  In fiscal 2010, the Company began 
accruing for the revised fee, and the Television division incurred a charge of $1.2 million.  This amount is 
included in segment profit for fiscal 2010 with no comparable amount in fiscal 2009. 

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

Corporate 

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

Financial Highlights 
 
  Three months ended Nine months ended 

(thousands of Canadian dollars) May 31, May 31, 

  2010  2009  2010  2009  

Stock-based compensation  2,496   1,408   5,826   3,674  

Other general and administrative costs  5,015   3,920   13,676   10,185  

   7,511   5,328   19,502   13,859  

 

Stock-based compensation ƛƴŎƭǳŘŜǎ ǘƘŜ ŜȄǇŜƴǎŜǎ ǊŜƭŀǘŜŘ ǘƻ ǘƘŜ /ƻƳǇŀƴȅΩǎ tŜǊŦƻǊƳŀƴŎŜ {ƘŀǊŜ ¦ƴƛǘǎ 
όάt{¦ǎέύΣ ǎǘƻŎƪ ƻǇǘƛƻƴǎ ŀƴŘ ƻǘƘŜǊ ƭƻƴƎ-term incentive plans.  The expense related to stock-based 
compensation is higher in the current year due to changes in the assumptions underlying the expense 
ǊŜŎƻƎƴƛǘƛƻƴ ƻŦ ŎŜǊǘŀƛƴ ǇƭŀƴǎΣ ǇǊƛƳŀǊƛƭȅ ǊŜƭŀǘŜŘ ǘƻ ǘƘŜ /ƻƳǇŀƴȅΩǎ ƘƛƎƘŜǊ ǎƘŀǊŜ ǇǊƛŎŜ ǊŜƭŀǘƛǾŜ ǘƻ ǘƘŜ ǎŀƳŜ 
period last year, as well as the granting of additional units under the long-term incentive plan in the 
current year. 

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

Quarterly Consolidated Financial Information 

The following table sets forth certain unaudited data derived from the unaudited consolidated financial 
ǎǘŀǘŜƳŜƴǘǎ ŦƻǊ ŜŀŎƘ ƻŦ ǘƘŜ ŜƛƎƘǘ Ƴƻǎǘ ǊŜŎŜƴǘ ǉǳŀǊǘŜǊǎ ŜƴŘŜŘ aŀȅ омΣ нлмлΦ  Lƴ ƳŀƴŀƎŜƳŜƴǘΩǎ ƻǇƛƴƛƻƴΣ 
these unaudited consolidated financial statements have been prepared on a basis consistent with the 
auditeŘ ŎƻƴǎƻƭƛŘŀǘŜŘ ŦƛƴŀƴŎƛŀƭ ǎǘŀǘŜƳŜƴǘǎ ŎƻƴǘŀƛƴŜŘ ƛƴ ǘƘŜ /ƻƳǇŀƴȅΩǎ !ƴƴǳŀƭ wŜǇƻǊǘ ŦƻǊ ǘƘŜ ȅŜŀǊ ŜƴŘŜŘ 
August 31, 2009, except as noted in note 2 to the unaudited consolidated financial statements for the 
three and nine months ended May 31, 2010. 
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[thousands of Canadian dollars, except per share amounts]
   

 
    

  Revenues Segment 
 
 Net income 

 
      Earnings per share  

    profit
 
  

 
Basic Diluted 

2010     
 
  

 
    

3rd quarter  218,439   73,818 
 
  31,411 

 
$ 0.39 $ 0.39 

2nd quarter  192,664   55,445 
 
  14,603 

 
 0.18   0.18  

1st  quarter  222,329   83,225 
 
  73,908 

 
 0.92   0.91  

2009     
 
  

 
    

4th quarter  195,221   57,423 
 
  18,733 

 
$ 0.23 $ 0.23 

3rd quarter  195,354   61,416 
 
  (145,030)

 
 (1.81)  (1.81) 

2nd quarter  181,358   51,009 
 
  29,029 

 
 0.36   0.36  

1st  quarter  216,785   81,342 
 
  40,633 

 
 0.51   0.50  

2008     
 
  

 
    

4th quarter  185,774   47,235 
 
  17,406 

 
$ 0.21 $ 0.21 

Seasonal fluctuations 

!ǎ ŘƛǎŎǳǎǎŜŘ ƛƴ aŀƴŀƎŜƳŜƴǘΩǎ 5ƛǎŎǳǎǎƛƻƴ ŀƴŘ !ƴŀƭȅǎƛǎ ŦƻǊ ǘƘŜ ȅŜŀǊ ŜƴŘŜŘ !ǳƎǳǎǘ омΣ нллфΣ /ƻǊǳǎΩ 
operating results are subject to seasonal fluctuations that can significantly impact quarter-to-quarter 
ƻǇŜǊŀǘƛƴƎ ǊŜǎǳƭǘǎΦ Lƴ ǇŀǊǘƛŎǳƭŀǊΣ ŀǎ ǘƘŜ /ƻƳǇŀƴȅΩǎ ōǊƻŀŘŎŀǎǘƛƴƎ ōǳǎƛƴŜǎǎŜǎ ŀǊŜ ŘŜǇŜƴŘŜƴǘ ƻƴ ƎŜƴŜǊŀƭ 
advertising and retail cycles associated with consumer spending activity, the first quarter results tend to 
be the strongest and second quarter results tend to be the weakest in a fiscal year. 

Significant items causing variations in quarterly results 

 Net income in the second quarter of fiscal 2010 was negatively impacted by $14.3 million in 
ŜȄǇŜƴǎŜǎ ǊŜƭŀǘŜŘ ǘƻ ǘƘŜ ǊŜŦƛƴŀƴŎƛƴƎ ƻŦ ǘƘŜ /ƻƳǇŀƴȅΩǎ ŘŜōǘΦ 

 Net income in the first quarter of fiscal 2010 was positively impacted by $14.2 million in income tax 
rate changes and the reversal of a $16.2 million disputed regulatory fee accrual. 

 Revenues in the third quarter of fiscal 2009 decreased from the previous year, as the Canadian 
economy had a negative impact on the advertising market.  The impact was most pronounced in the 
Radio division. 

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

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

 

Risks and Uncertainties 

There have been no material changes in any risks or uncertainties facing the Company since the year 
ended August 31, 2009 except as noted below. 

In April 2010, the Company announced that it had reached an agreement with a third party for that 
party to acquire the Corus Quebec Radio stations.  At this time, there remain significant regulatory 
hurdles that must be cleared prior to completing the proposed transaction.   

On July 10, 2010 the Copyright Board announced that it had certified new royalties to be collected by 
certain collectives in respect of commercial radio stations.  The Company anticipates recording an 
expense increase in an approximate range of $6.0 million to $8.0 million in the fourth quarter to reflect 
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the impact of the new royalties.  The Company estimates that the future annual impact of these new 
royalties to be approximately $2.0 million to $3.0 million in incremental expenses.  These increases 
relate primarily to certain newly certified tariffs that did not previously exist. 
 

Outlook 

!ǘ ƛǘǎ ŀƴƴǳŀƭ LƴǾŜǎǘƻǊ 5ŀȅ ƛƴ {ŜǇǘŜƳōŜǊ нллфΣ ǘƘŜ /ƻƳǇŀƴȅ ǳǇŘŀǘŜŘ ƛƴǾŜǎǘƻǊǎ ƻƴ ǘƘŜ /ƻƳǇŀƴȅΩǎ ŦƛǎŎŀƭ 
2010 strategic priorities and provided near-term financial guidance for the 2010 fiscal year.  In 
particular, the Company announced its fiscal 2010 guidance targets of consolidated segment profit of 
$255.0 to $270.0 million, and free cash flow of between $10.0 and $20.0 million. This annual guidance 
remains unchanged at the end of the third quarter of fiscal 2010.   

The free cash flow guidance for fiscal 2010 is lower than in recent years due to the anticipated 
expenditures related to Corus Quay.  Since providing this guidance, the Company has made the decision 
to finance a portion of the cost of Corus Quay through capital leases, and as a result the Company is 
likely to exceed its guidance for free cash flow. 

¢ƻ ǾƛŜǿ ǘƘŜ LƴǾŜǎǘƻǊ 5ŀȅ ǇǊŜǎŜƴǘŀǘƛƻƴΣ ǇƭŜŀǎŜ Ǿƛǎƛǘ ǘƘŜ /ƻƳǇŀƴȅΩǎ ǿŜōǎƛǘŜ ŀǘ www.corusent.com. 
 

Financial Position 

Total assets at May 31, 2010 were $2.0 billion, compared to $1.87 billion at August 31, 2009.  The 
following discussion describes the significant changes in the consolidated balance sheet since August 31, 
2009. 

Current assets increased by $43.6 million.  Cash and cash equivalents increased by $23.7 million.  Please 
see the discussion of cash flows in the next section.  Accounts receivable increased by $24.2 million from 
year-end and $12.4 million from the previous quarter.  The accounts receivable balance typically grows 
in the first and third quarters and decreases in the second quarter as a result of the broadcast revenue 
cycle.  The Company carefully monitors the aging of its accounts receivable. 

Tax credits receivable increased as a result of accruals related to film production.  Investments and other 
assets increased as a result of entering into a new trademark licensing arrangement in the Television 
division.  Capital assets increased by $43.8 million, as spending on Corus Quay ramped up significantly in 
the second and third quarter.  Broadcast licenses and goodwill balances increased as a result of an 
acquisition of two specialty television services in the first quarter.  Program and film rights (current and 
non-current) increased by $8.5 million, as additions of acquired rights of $132.6 million were offset by 
amortization during the period. In particular, investments in programming were made relating to the 
launch of Nickelodeon in Canada, W Movies and the Sundance Channel in the first and second quarters.  
Film investments increased by $5.3 million, as net film spending of $48.7 million was offset by film 
amortization and accruals for tax credits.  In the first quarter of fiscal 2010, the broadcast business made 
significant investments in third-party-produced film projects as part of its conditions of license. 

Accounts payable and accrued liabilities increased as a result of interest payable on long-term debt.  
Prior to the issuance of the notes in the second quarter, interest on bank debt was paid monthly or 
quarterly.  Interest on the notes is paid semi-annually, in February and August.  A decrease in accrued 
liabilities related to the reversal of the disputed regulatory fees was offset by an increase related to 
general accounts payable.  Income taxes payable increased due to the timing of income tax installment 
payments.   
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Long-term debt increased by $29.6 million. The Company utilized its debt to finance the acquisition of 
two specialty television services in the first quarter.  Other long-term liabilities increased by $9.5 million 
due to increased accruals for program rights, trademark intangibles and capital leases.  In addition, units 
ƎǊŀƴǘŜŘ ǳƴŘŜǊ ǘƘŜ /ƻƳǇŀƴȅΩǎ ƭƻƴƎ-term incentive plan were modified from equity-based to cash-based 
awards in the third quarter, and balances accrued were transferred from contributed surplus to other 
long-term liabilities.   These increases were offset by the extinguishment of the liability associated with 
ǘƘŜ /ƻƳǇŀƴȅΩǎ interest rate swap agreements.  Net future tax liability (including current future tax 
asset) decreased by $8.4 million primarily due to a change in long-term Ontario provincial tax rates. 

The exercise of employee stock options added $10.5 million to share capital and the issuance of shares 
ŦǊƻƳ ǘǊŜŀǎǳǊȅ ǳƴŘŜǊ ǘƘŜ /ƻƳǇŀƴȅΩǎ ƴŜǿ ŘƛǾƛŘŜƴŘ ǊŜƛƴǾŜǎǘƳŜƴǘ Ǉƭŀƴ added $2.7 million to share capital.  
/ƻƴǘǊƛōǳǘŜŘ ǎǳǊǇƭǳǎ ŘŜŎǊŜŀǎŜŘ ōȅ ϷрΦп ƳƛƭƭƛƻƴΦ  ¦ƴƛǘǎ ǘƘŀǘ ƘŀŘ ǾŜǎǘŜŘ ǳƴŘŜǊ ǘƘŜ /ƻƳǇŀƴȅΩǎ ƭƻƴƎ-term 
incentive plan were paid in cash in the first quarter.  The remaining outstanding units were confirmed to 
be cash-based awards in the third quarter and the balances were transferred to other long-term 
liabilities. 
 

Liquidity and Capital Resources 

Cash flows  

hǾŜǊŀƭƭΣ ǘƘŜ /ƻƳǇŀƴȅΩǎ ŎŀǎƘ ŀƴŘ ŎŀǎƘ ŜǉǳƛǾŀƭŜƴǘǎ Ǉƻǎƛǘƛƻƴ ƛƴŎǊŜŀǎŜŘ ōȅ ϷноΦт Ƴƛƭƭƛƻƴ ƛƴ ŦƛǎŎŀƭ нлмлΣ 
compared to an increase of $12.7 million in the prior year.  Free cash flow for fiscal 2010 was $46.3 
million, compared to free cash flow of $76.4 million in the prior year.  After adding back the impact of 
business combinations, adjusted free cash flow in fiscal 2010 is $82.3 million.  This increase in free cash 
flow reflects higher cash from operating activities, offset somewhat by higher capital expenditures.  
Please see Key Performance Indicators for a reconciliation of free cash flow to consolidated statements 
of cash flows. 

Cash provided by operating activities in fiscal 2010 was $133.2 million, compared to $81.3 million last 
year.  This increase is related primarily to an increase of $18.7 million in segment profit, $18.4 million in 
lower payments for program rights, $12.4 million in lower payments for interest and income tax and 
other timing differences related to working capital.  The variance related to interest and income tax 
payments is expected to reverse in the fourth quarter. 

Cash used in investing activities in fiscal 2010 was $86.9 million, compared to cash used of $4.9 million 
last year.  Capital expenditures are higher in the current year, as the Company incurs costs related to 
Corus Quay in fiscal 2010.  Included in the current year is $49.2 million in Corporate capital expenditures 
related to Corus Quay.  In the first quarter of fiscal 2010, the Company completed the acquisition of two 
specialty television services for cash of $40.0 million, less a $4.0 million holdback to be paid later in the 
fiscal year. 

Cash used in financing activities in fiscal 2010 was $22.6 million, compared to cash used of $63.7 million 
in the prior year.  In the current year, the Company issued $500.0 million in senior unsecured 
guaranteed notes, and used the proceeds to repay a portion of the bank debt balance. These 
transactions resulted in the payment of financing and swap termination fees.  
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Liquidity 

As at May 31, 2010, the Company has available $300.0 million under a revolving term credit facility that 
matures on February 10, нлмпΦ  LƴǘŜǊŜǎǘ ǊŀǘŜǎ ƻƴ ǘƘŜ /ƻƳǇŀƴȅΩǎ ŦŀŎƛƭƛǘƛŜǎ ŦƭǳŎǘǳŀǘŜ ǿƛǘƘ /ŀƴŀŘƛŀƴ 
ōŀƴƪŜǊǎΩ ŀŎŎŜǇǘŀƴŎŜǎ ŀƴŘ [L.hw. 

As at May 31, 2010, the Company had a cash balance of $34.6 million and a positive working capital 
balance.  Management believes that cash flow from operations and existing credit facilities will provide 
the Company with sufficient financial resources to fund its operations for the next 12 months. 

In planning for fiscal 2010, the Company made one of its priorities to assess its overall long-term debt 
structure in order to improve its financial flexibility.  As noted in the first quarter, the Company intended 
to file a short-form base prospectus to enable it to offer and issue securities.  The Company achieved 
this objective in the second quarter with the issuance of $500.0 million in senior unsecured guaranteed 
notes due 2017 paying interest at 7.25%. 

Net debt to segment profit 

As at May 31, 2010, net debt was $646.7 million, up from $640.8 million at August 31, 2009.  Net debt to 
segment profit at May 31, 2010 was 2.4 times, down from 2.6 at August 31, 2009.  This ratio remains 
ōŜƭƻǿ ƳŀƴŀƎŜƳŜƴǘΩǎ ǎǘŀǘŜŘ ƭƻƴƎ-term range of 3.0 to 3.5 times. 

Off-balance sheet arrangements and derivative financial instruments 

In the second quarter of fiscal 2010, the Company terminated its interest rate swap agreements that 
had fixed a portion of the interest rate on its bank debt.  As a result, the Company has no derivative 
instruments outstanding as at May 31, 2010. 

Contractual commitments 

In fiscal 2010, the Company has added the following contractual obligations related to the construction 
of Corus Quay: 
 

(thousands of Canadian dollars)   Total 
Less than 
one year 

One to 
three 
years 

Four to 
five years 

After five 
years 

              

Capital leases    7,340   817   4,298   2,144   81  

 

Outstanding Share Data 

As at June 30, 2010, 3,444,128 Class A Voting Shares and 77,625,378 Class B Non-Voting Shares were 
issued and outstanding. 
 

Changes in Internal Control Over Financial Reporting 

¢ƘŜǊŜ ǿŜǊŜ ƴƻ ŎƘŀƴƎŜǎ ƛƴ ǘƘŜ /ƻƳǇŀƴȅΩǎ ƛƴǘŜǊƴŀƭ ŎƻƴǘǊƻƭ ƻǾŜǊ ŦƛƴŀƴŎƛŀƭ ǊŜǇƻǊǘƛƴƎ ǘƘŀǘ ƻŎŎǳǊǊŜŘ ƛƴ ǘƘŜ 
three and nine months ended May 31, 2010 that have materially affected, or are likely to materially 
ŀŦŦŜŎǘΣ ǘƘŜ /ƻƳǇŀƴȅΩǎ ƛƴǘŜǊƴŀƭ ŎƻƴǘǊƻƭ ƻǾŜǊ ŦƛƴŀƴŎƛŀƭ ǊŜǇƻǊǘƛƴƎΦ 
 



 

CORUS ENTERTAINMENT INC. 
Third Quarter Report to Shareholders 
 

 
  16 
 

Key Performance Indicators 

The Company measures the success of its strategies using a number of key performance indicators.  
¢ƘŜǎŜ ƘŀǾŜ ōŜŜƴ ƻǳǘƭƛƴŜŘ ƛƴ ǘƘŜ aŀƴŀƎŜƳŜƴǘΩǎ 5ƛǎŎǳǎǎƛƻƴ ŀƴŘ !ƴŀƭȅǎƛǎ ŎƻƴǘŀƛƴŜŘ ƛƴ ǘƘŜ !ƴƴǳŀƭ wŜǇƻǊǘ 
for the year ended August 31, 2009, including a discussion as to their relevance, definitions, calculation 
methods and underlying assumptions.   

In particular, segment profit is calculated as revenues less direct cost of sales, general and 
ŀŘƳƛƴƛǎǘǊŀǘƛǾŜ ŜȄǇŜƴǎŜǎ ŀǎ ǊŜǇƻǊǘŜŘ ƛƴ ǘƘŜ /ƻƳǇŀƴȅΩǎ ŎƻƴǎƻƭƛŘŀǘŜŘ ǎǘŀǘŜƳŜƴǘǎ ƻŦ ƛƴŎƻƳŜ ŀƴŘ ǊŜǘŀƛƴŜŘ 
earnings. Segment profit may be calculated and presented for an individual operating segment, a line of 
business, or for the consolidated Company.  The Company believes this is an important measure as it 
allows the Company to evaluate the operating performance of its business segments and its ability to 
service and/or incur debt; therefore, it is calculated before: (i) non-cash expenses such as depreciation 
and amortization; (ii) ƛƴǘŜǊŜǎǘ ŜȄǇŜƴǎŜΤ ŀƴŘ όƛƛƛύ ƛǘŜƳǎ ƴƻǘ ƛƴŘƛŎŀǘƛǾŜ ƻŦ ǘƘŜ /ƻƳǇŀƴȅΩǎ ŎƻǊŜ ƻǇŜǊŀǘƛƴƎ 
ǊŜǎǳƭǘǎΣ ŀƴŘ ƴƻǘ ǳǎŜŘ ƛƴ ƳŀƴŀƎŜƳŜƴǘΩǎ ŜǾŀƭǳŀǘƛƻƴ ƻŦ ǘƘŜ ōǳǎƛƴŜǎǎ ǎŜƎƳŜƴǘΩǎ ǇŜǊŦƻǊƳŀƴŎŜΣ ǎǳŎƘ ŀǎ: 
goodwill and broadcast license impairment; disputed regulatory fees; debt refinancing loss and certain 
other income and expenses (note 10 to the interim consolidated financial statements).  Segment profit 
is also one of the measures used by the investing community to value the Company and is included in 
note 12 to the interim consolidated financial statements. 

Certain key performance indicators are not measurements in accordance with Canadian or U.S. 
generally acŎŜǇǘŜŘ ŀŎŎƻǳƴǘƛƴƎ ǇǊƛƴŎƛǇƭŜǎ όάD!!tέύ ŀƴŘ ǎƘƻǳƭŘ ƴƻǘ ōŜ ŎƻƴǎƛŘŜǊŜŘ ŀǎ ŀƴ ŀƭǘŜǊƴŀǘƛǾŜ ǘƻ ƴŜǘ 
income or any other measure of performance under Canadian or U.S. GAAP.  The following tables 
reconcile those key performance indicators that are not in accordance with GAAP measures: 

Free cash flow         

  Three months ended Nine months ended 

  May 31, May 31, 

(thousands of Canadian dollars) 2010  2009  2010  2009  

Cash provided by (used in):         

Operating activities  48,349   33,364   133,211   81,299  

Investing activities  (23,349)  (4,566)  (86,862)  (4,851) 

Free cash flow  25,000   28,798   46,349   76,448  

 

Net debt       

   As at May 31, As at August 31, 

(thousands of Canadian dollars)  2010  2009  

Long-term debt   681,343   651,767  

Cash and cash equivalents   (34,629)  (10,922) 

Net debt    646,714   640,845  

 

Net debt to segment profit      

   As at May 31, As at August 31, 

(thousands of Canadian dollars)  2010  2009  

Net debt (numerator)   646,714   640,845  

Segment profit 
(1)

  (denominator)   269,911   251,190  

Net debt to segment profit   2.4   2.6  
(1)

  wŜŦƭŜŎǘǎ ŀƎƎǊŜƎŀǘŜ ŀƳƻǳƴǘǎ ŦƻǊ ǘƘŜ Ƴƻǎǘ ǊŜŎŜƴǘ ŦƻǳǊ ǉǳŀǊǘŜǊǎΣ ŀǎ ŘŜǘŀƛƭŜŘ ƛƴ ǘƘŜ ǘŀōƭŜ ƛƴ ǘƘŜ άvǳŀǊǘŜǊƭȅ /ƻƴǎƻƭƛŘŀǘŜŘ CƛƴŀƴŎƛŀƭ LƴŦƻǊƳŀǘƛƻƴέ 

ǎŜŎǘƛƻƴ ƻŦ aŀƴŀƎŜƳŜƴǘΩǎ 5ƛǎŎǳǎǎƛƻƴ ŀƴŘ !ƴŀƭȅǎƛǎΦ 
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Impact of New Accounting Policies 

Effective {ŜǇǘŜƳōŜǊ мΣ нллфΣ ǘƘŜ /ƻƳǇŀƴȅ ŀŘƻǇǘŜŘ /L/! IŀƴŘōƻƻƪ {ŜŎǘƛƻƴ олспΣ άDƻƻŘǿƛƭƭ ŀƴŘ 
LƴǘŀƴƎƛōƭŜ !ǎǎŜǘǎέΣ ǿƘƛŎƘ ǊŜǇƭŀŎŜŘ {ŜŎǘƛƻƴ олснΣ άDƻƻŘǿƛƭƭ ŀƴŘ hǘƘŜǊ LƴǘŀƴƎƛōƭŜ !ǎǎŜǘǎέΦ {ŜŎǘƛƻƴ олсп 
gives guidance on the recognition of intangible assets as well as the recognition and measurement of 
ƛƴǘŜǊƴŀƭƭȅ ŘŜǾŜƭƻǇŜŘ ƛƴǘŀƴƎƛōƭŜ ŀǎǎŜǘǎΦ Lƴ ŀŘŘƛǘƛƻƴΣ {ŜŎǘƛƻƴ опрлΣ άwŜǎŜŀǊŎƘ ŀƴŘ 5ŜǾŜƭƻǇƳŜƴǘ /ƻǎǘǎέ 
was withdrawn from the CICA Handbook. Adopting this accounting change did not have a significant 
ƛƳǇŀŎǘ ƻƴ ǘƘŜ /ƻƳǇŀƴȅΩǎ ŦƛƴŀƴŎƛal statements. 
 

Recent Accounting Pronouncements 

Lƴ CŜōǊǳŀǊȅ нллуΣ ǘƘŜ /ŀƴŀŘƛŀƴ !ŎŎƻǳƴǘƛƴƎ {ǘŀƴŘŀǊŘǎ .ƻŀǊŘ όά!Ŏ{.έύ ŎƻƴŦƛǊƳŜŘ ǘƘŀǘ ǘƘŜ ǳǎŜ ƻŦ 
LƴǘŜǊƴŀǘƛƻƴŀƭ CƛƴŀƴŎƛŀƭ wŜǇƻǊǘƛƴƎ {ǘŀƴŘŀǊŘǎ όάLCw{έύ ǿƛƭƭ ōŜ ǊŜǉǳƛǊŜŘ ƛƴ /ŀƴŀŘŀ ŦƻǊ ǇǳōƭƛŎƭȅ ŀŎŎƻǳƴǘŀble 
profit-oriented enterprises for fiscal years beginning on or after January 1, 2011.  The Company will be 
required to report using IFRS beginning September 1, 2011.  The Company has implemented an IFRS 
project, and has committed adequate internal and external resources towards this project, including 
assembling a project team with a dedicated project team leader that includes senior levels of 
management.  Regular progress reporting to senior management and to the Audit Committee on the 
status of the IFRS project has been established. 

Although the Company has completed preliminary assessments of accounting and reporting differences, 
impacts on systems and processes, it has not yet finalized these assessments.  As the Company finalizes 
its determination of the significant impacts on its financial reporting it intends to disclose such impacts 
ƛƴ ŦǳǘǳǊŜ aŀƴŀƎŜƳŜƴǘΩǎ 5ƛǎŎǳǎǎƛƻƴ ŀƴŘ !ƴŀƭȅǎƛǎΦ 

In the period leading up to the changeover, the AcSB will continue to issue accounting standards that 
are converged with IFRS, thus mitigating the impact of the adoption of IFRS at the changeover date.  The 
LƴǘŜǊƴŀǘƛƻƴŀƭ !ŎŎƻǳƴǘƛƴƎ {ǘŀƴŘŀǊŘǎ .ƻŀǊŘ όάL!{.έύ ǿƛƭƭ ŀƭǎƻ ŎƻƴǘƛƴǳŜ ǘƻ ƛǎǎǳŜ ƴŜǿ ŀŎŎƻǳƴǘƛƴƎ ǎǘŀƴŘŀǊŘǎ 
during the conversion period and, as a result, the final impact of LCw{ ƻƴ ǘƘŜ /ƻƳǇŀƴȅΩǎ ŎƻƴǎƻƭƛŘŀǘŜŘ 
financial statements will only be measured once all IFRS applicable at the conversion date are known. 

¢ƘŜ /ƻƳǇŀƴȅΩǎ ŀŘƻǇǘƛƻƴ ƻŦ LCw{ ǿƛƭƭ ǊŜǉǳƛǊŜ ǘƘŜ ŀǇǇƭƛŎŀǘƛƻƴ ƻŦ LCw{ мΣ CƛǊǎǘ-Time Adoption of 
International Financial RŜǇƻǊǘƛƴƎ {ǘŀƴŘŀǊŘǎ όάLCw{ мέύΣ ǿƘƛŎƘ ǇǊƻǾƛŘŜǎ ƎǳƛŘŀƴŎŜ ŦƻǊ ŀƴ ŜƴǘƛǘȅΩǎ ƛƴƛǘƛŀƭ 
adoption of IFRS.  IFRS 1 generally requires that an entity apply all IFRS effective at the end of its first 
IFRS reporting period retrospectively.  However, IFRS 1 does include certain mandatory exceptions and 
limited optional exemptions in specified areas of certain standards from this general requirement.  
aŀƴŀƎŜƳŜƴǘ ƛǎ ŀǎǎŜǎǎƛƴƎ ǘƘŜ ŜȄŜƳǇǘƛƻƴǎ ŀǾŀƛƭŀōƭŜ ǳƴŘŜǊ LCw{ м ŀƴŘ ǘƘŜƛǊ ƛƳǇŀŎǘ ƻƴ ǘƘŜ /ƻƳǇŀƴȅΩǎ 
future financial position.   On adoption of IFRS, the exemptions being considered by the Company that 
could result in material impacts are as follows: 

Exemption Application of exemption 

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

Cumulative translation 
differences 

The Company expects to elect to reset cumulative translation differences 
for foreign operations to zero at September 1, 2010. 
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Management is in the process of quantifying the expected material differences between IFRS and the 
current accounting treatment under Canadian GAAP.  Set out below are the key areas where changes in 
accounting policies are expected that may impact the CompŀƴȅΩǎ ŎƻƴǎƻƭƛŘŀǘŜŘ ŦƛƴŀƴŎƛŀƭ ǎǘŀǘŜƳŜƴǘǎΦ  ¢ƘŜ 
list and comments should not be regarded as a complete list of changes that will result from the 
transition to IFRS.  It is intended to highlight those areas management believes to be most significant.  
However, the IASB has significant ongoing projects that could affect the ultimate differences between 
/ŀƴŀŘƛŀƴ D!!t ŀƴŘ LCw{ ŀƴŘ ǘƘŜƛǊ ƛƳǇŀŎǘ ƻƴ ǘƘŜ /ƻƳǇŀƴȅΩǎ ŎƻƴǎƻƭƛŘŀǘŜŘ ŦƛƴŀƴŎƛŀƭ ǎǘŀǘŜƳŜƴǘǎΦ  
/ƻƴǎŜǉǳŜƴǘƭȅΣ ƳŀƴŀƎŜƳŜƴǘΩǎ ŀƴŀƭȅǎƛǎ ƻŦ ŎƘŀƴƎŜǎ ŀƴŘ ǇƻƭƛŎȅ ŘŜŎƛǎƛƻƴǎ have been made based on its 
expectations regarding the accounting standards that we anticipate will be effective at the time of 
transition.  The future impacts of IFRS will also depend on the particular circumstances prevailing in 
those years.  At this stage, management is not able to reliably quantify the impacts expected on the 
/ƻƳǇŀƴȅΩǎ ŎƻƴǎƻƭƛŘŀǘŜŘ ŦƛƴŀƴŎƛŀƭ ǎǘŀǘŜƳŜƴǘǎ ŦƻǊ ǘƘŜǎŜ ŘƛŦŦŜǊŜƴŎŜǎΦ  tƭŜŀǎŜ ǎŜŜ ǘƘŜ ǎŜŎǘƛƻƴ ŜƴǘƛǘƭŜŘ 
ά/ŀǳǘƛƻƴŀǊȅ ǎǘŀǘŜƳŜƴǘ ǊŜƎŀǊŘƛƴƎ ŦƻǊǿŀǊŘ-ƭƻƻƪƛƴƎ ǎǘŀǘŜƳŜƴǘǎέΦ   

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

Key accounting area 
Differences from Canadian GAAP, with potential impact for the 
Company 

Presentation of Financial 
Statements (IAS 1) 

Additional disclosures in the notes to financial statements. 

Property, Plant and 
Equipment (IAS 16) 

Componentization of significant real estate for separate amortization 
over a shorter useful life.   

Remaining carrying value of underlying buildings subject to 
componentization amortized over a longer useful life. 

Impairment of Assets  

(IAS 36) 

DǊƻǳǇƛƴƎ ƻŦ ŀǎǎŜǘǎ ƛƴ ŎŀǎƘ ƎŜƴŜǊŀǘƛƴƎ ǳƴƛǘǎ ό/D¦Ωǎύ ƻƴ ǘƘŜ ōŀǎƛǎ ƻŦ 
independent cash inflows for impairment testing purposes, using a 
discounted cash flow method (DCF) in a single-step approach. 

Goodwill allocated to and tested in conjunction with its related CGU or 
ƎǊƻǳǇ ƻŦ /D¦Ωǎ ǘƘŀǘ ōŜƴŜŦƛǘ ŦǊƻƳ ŎƻƭƭŜŎǘƛǾŜ ǎȅƴŜǊƎƛŜǎΦ 

Under certain circumstances, previous impairment taken (other than 
goodwill) required to be reversed. 

Interests in Joint Ventures 
(IAS 31) 

Joint venture interests accounted for using the equity method. 

Income Taxes (IAS 12)   Recognition and measurement criteria for deferred tax assets and 
liabilities may differ. 

Intangible Assets (IAS 38) Reinstatement of amortization of indefinite-lived intangibles 

Business Combinations and 
Minority Interests (IFRS 3R) 

Acquisition-related and restructuring costs expensed as incurred and 
contingent consideration recorded at its fair value on acquisition date; 
subsequent changes in fair value of a contingent consideration 
classified as a liability recognized in earnings. 

Changes in ownership interests in a subsidiary that do not result in a 
loss of control are accounted for as equity transactions. 



 

CORUS ENTERTAINMENT INC. 
Third Quarter Report to Shareholders 
 

 
  19 
 

Non-controlling interests presented as a separate component of 
ǎƘŀǊŜƘƻƭŘŜǊǎΩ ŜǉǳƛǘȅΦ 

This is not an exhaustive list of all of the changes that could occur during the transition to IFRS. At this 
time, the comprehensive impact of the changeƻǾŜǊ ƻƴ ǘƘŜ /ƻƳǇŀƴȅΩǎ ŦǳǘǳǊŜ ŦƛƴŀƴŎƛŀƭ Ǉƻǎƛǘƛƻƴ ŀƴŘ 
results of operations is not yet determinable. Management expects to complete this assessment in time 
for parallel recording of financial information in accordance with IFRS beginning September 1, 2010. 

The Company continues to monitor and assess the impact of evolving differences between Canadian 
GAAP and IFRS, since the IASB is expected to continue to issue new accounting standards during the 
transition period. As a result, the final impact of IFRS on thŜ /ƻƳǇŀƴȅΩǎ ŎƻƴǎƻƭƛŘŀǘŜŘ ŦƛƴŀƴŎƛŀƭ 
statements can only be measured once all the applicable IFRS at the conversion date are known. 

¢ƘŜ /ƻƳǇŀƴȅΩǎ LCw{ ŎƻƴǾŜǊǎƛƻƴ ǇǊƻƧŜŎǘ ƛǎ ǇǊƻƎǊŜǎǎƛƴƎ ŀŎŎƻǊŘƛƴƎ ǘƻ ǎŎƘŜŘǳƭŜΦ 

In January 2009, the CICA issued Handbook Section мрунΣ ά.ǳǎƛƴŜǎǎ /ƻƳōƛƴŀǘƛƻƴǎέΣ {ŜŎǘƛƻƴ мслмΣ 
ά/ƻƴǎƻƭƛŘŀǘŜŘ CƛƴŀƴŎƛŀƭ {ǘŀǘŜƳŜƴǘǎέΣ ŀƴŘ {ŜŎǘƛƻƴ мслнΣ άbƻƴ-ŎƻƴǘǊƻƭƭƛƴƎ LƴǘŜǊŜǎǘǎέΦ  ¢ƘŜǎŜ ƴŜǿ 
standards will be effective for fiscal years beginning on or after January 1, 2011.  The Company is 
currently evaluating the effects of adopting these changes. 
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CORUS ENTERTAINMENT INC. 

CONSOLIDATED BALANCE SHEETS 
       
(unaudited)  As at May 31, As at August 31, 

(in thousands of Canadian dollars)  2010  2009  

ASSETS  (note 6)     

Current      

Cash and cash equivalents   34,629   10,922  

Accounts receivable    170,937   146,784  

Income taxes recoverable   -   7,267  

Prepaid expenses and other   19,022   14,377  

Program and film rights   141,937   146,195  

Future tax asset     4,393   1,788  

Total current assets   370,918   327,333  

       Tax credits receivable   37,207   26,698  

Investments and other assets (note 3)  24,802   23,693  

Property, plant and equipment     120,258   76,450  

Program and film rights   105,295   92,579  

Film investments (note 4)  97,451   92,180  

Broadcast licenses     587,138   561,741  

Goodwill     692,632   674,029  

    2,035,701   1,874,703  

       
[L!.L[L¢L9{ !b5 {I!w9Ih[59w{Ω 9v¦L¢¸      

Current      

Accounts payable and accrued liabilities (note 5)  186,434   171,055  

Income taxes payable   14,428   -  

Total current liabilities   200,862   171,055  

       Long-term debt (note 6)  681,343   651,767  

Other long-term liabilities (notes 5, 7 and 8)  82,827   73,360  

Future tax liability     97,046   102,842  

Total liabilities   1,062,078   999,024  

       Non-controlling interest   15,445   21,401  

       {I!w9Ih[59w{Ω 9v¦L¢¸      

Share capital (note 8)  853,833   840,602  

Contributed surplus (note 8)  11,901   17,303  

Retained earnings   104,027   20,380  

Accumulated other comprehensive loss (note 16)  (11,583)  (24,007) 

¢ƻǘŀƭ ǎƘŀǊŜƘƻƭŘŜǊǎΩ Ŝǉǳƛǘȅ   958,178   854,278  

    2,035,701   1,874,703  
 

See accompanying notes 
 

On behalf of the Board: 
 

John M. Cassaday     Heather A. Shaw 
Director      Director 
 

July 14, 2010 
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CORUS ENTERTAINMENT INC. 
CONSOLIDATED STATEMENTS OF INCOME (LOSS) 

     Three months ended Nine months ended 

(unaudited)  May 31, May 31, 

(in thousands of Canadian dollars)  2010  2009  2010  2009  

Revenues    218,439   195,354   633,432   593,497  

Direct cost of sales, general and           

  administrative expenses (note 15)  144,621   133,938   420,944   399,730  

Depreciation   5,294   4,795   15,133   14,986  

Interest expense (notes 6 and 9)  14,544   8,945   32,345   29,013  

Broadcast license and goodwill impairment   -   175,000   -   175,000  

Disputed regulatory fees (note 18)  -   1,476   (16,194)  4,188  

Debt refinancing loss (note 6)  -   -   14,256   -  

Other expense (income), net (notes 10 and 15)  6,006   2,330   7,345   (1,279) 

Income (loss) before income taxes           

  and non-controlling interest   47,974   (131,130)  159,603   (28,141) 

Income tax expense (note 11)  14,603   12,417   35,213   44,123  

Non-controlling interest   1,960   1,483   4,468   3,104  

Net income (loss) for the period   31,411   (145,030)  119,922   (75,368) 

             
Earnings (loss) per share (note 8)         

  Basic   $ 0.39 $ (1.81) $ 1.49 $ (0.94) 

  Diluted  $ 0.39 $ (1.81) $ 1.48 $ (0.94) 

             
             

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS) 

     Three months ended Nine months ended 

(unaudited)  May 31, May 31, 

(in thousands of Canadian dollars)  2010  2009  2010  2009  

Net income (loss) for the period   31,411   (145,030)  119,922   (75,368) 

Other comprehensive income (loss), net of tax          

  Unrealized foreign currency translation adjustment   (16)  (1,791)  (540)  526  

  Unrealized change in fair value of available-for-sale          

     investments, net of tax   277   425   289   (355) 

  Recognition of change in fair value of available-          

     for-sale assets in net income   -   -   -   2,077  

  Unrealized change in fair value of cash flow hedges,          

     net of tax   -   857   3,431   (8,650) 

  Recognition of change in fair value of cash flow          

     hedge in net income, net of tax   -   -   9,244   -  

      261   (509)  12,424   (6,402) 

Comprehensive income (loss) for the period   31,672   (145,539)  132,346   (81,770) 

             
See accompanying notes            
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CORUS ENTERTAINMENT INC. 
CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS' EQUITY 

           
   Three months ended Nine months ended 

(unaudited)  May 31, May 31, 

(in thousands of Canadian dollars)  2010  2009  2010  2009  

Share capital          

Balance, beginning of period   846,747   840,363   840,602   848,257  

Issuance of shares under stock option plan   5,779   132   10,510   490  

Shares repurchased   -   -   -   (8,450) 

Other   1,307   -   2,721   198  

Balance, end of period   853,833   840,495   853,833   840,495  

           
Contributed surplus          

Balance, beginning of period   15,177   14,516   17,303   17,304  

Stock-based compensation (note 8)  (1,181)  1,363   672   3,713  

Settlement and modification of long-term           

   incentive plan (note 8)  (1,186)  -   (4,659)  (5,138) 

Exercise of stock options   (909)  (9)  (1,415)  (9) 

Balance, end of period   11,901   15,870   11,901   15,870  

           
Retained earnings          

Balance, beginning of period   84,785   170,684   20,380   131,594  

Net income (loss) for the period   31,411   (145,030)  119,922   (75,368) 

Dividends   (12,169)  (12,002)  (36,275)  (35,941) 

Share repurchase excess   -   -   -   (6,633) 

Balance, end of period   104,027   13,652   104,027   13,652  

           
Accumulated other comprehensive loss          

Balance, beginning of period   (11,844)  (26,043)  (24,007)  (20,150) 

Other comprehensive income (loss), net of tax   261   (509)  12,424   (6,402) 

Balance, end of period   (11,583)  (26,552)  (11,583)  (26,552) 

           
See accompanying notes            
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CORUS ENTERTAINMENT INC. 
CONSOLIDATED STATEMENTS OF CASH FLOWS 

           
   Three months ended Nine months ended 

(unaudited)  May 31, May 31, 

(in thousands of Canadian dollars)  2010  2009  2010  2009  

OPERATING ACTIVITIES          

Net income (loss) for the period   31,411   (145,030)  119,922   (75,368) 

Add (deduct) non-cash items:          

   Depreciation   5,294   4,795   15,133   14,986  

   Broadcast license and goodwill impairment   -   175,000   -   175,000  

   Amortization of program rights   40,958   41,191   124,174   117,708  

   Amortization of film investments   10,984   5,686   26,126   15,724  

   Future income taxes   (189)  1,200   (13,617)  8,810  

   Non-controlling interest   1,960   1,483   4,468   3,104  

   Stock option expense   216   344   672   971  

   Imputed interest   2,458   1,833   5,926   5,144  

   Debt refinancing loss   -   -   14,256   -  

   Other    (60)  197   (448)  (5,232) 

Net change in non-cash working capital           

   balances related to operations   10,435   4,263   8,987   (1,859) 

Payment of program and film rights   (41,272)  (48,792)  (125,545)  (143,967) 

Net additions to film investments   (13,846)  (8,806)  (46,843)  (33,722) 

Cash provided by operating activities   48,349   33,364   133,211   81,299  

           
INVESTING ACTIVITIES          

Additions to property, plant and equipment   (22,168)  (4,259)  (52,067)  (10,043) 

Business combinations   -   -   (36,000)  (74,950) 

Cash held in escrow   -   -   -   74,950  

Cash flows for investments and other assets, net   (580)  (5)  2,284   6,628  

Decrease in public benefits associated with acquisitions   (601)  (302)  (1,079)  (1,436) 

Cash used in investing activities   (23,349)  (4,566)  (86,862)  (4,851) 

           
FINANCING ACTIVITIES          

Decrease in bank loans   (24,895)  (23,968)  (454,576)  (10,298) 

Issuance of notes   -   -   500,000   -  

Financing and swap termination fees   -   -   (30,997)  -  

Issuance of shares under stock option plan   4,870   123   9,095   481  

Shares repurchased   -   -   -   (15,083) 

Dividend paid   (11,078)  (12,000)  (33,725)  (36,017) 

Dividend paid to minority interest   -   -   (9,260)  (2,994) 

Other   265   -   (3,179)  198  

Cash used in financing activities   (30,838)  (35,845)  (22,642)  (63,713) 

           
Net change in cash and cash equivalents           

   during the period   (5,838)  (7,047)  23,707   12,735  

Cash and cash equivalents, beginning of period   40,467   39,424   10,922   19,642  

Cash and cash equivalents, end of period   34,629   32,377   34,629   32,377  

           
Supplemental cash flow disclosures (note 14)         
           
See accompanying notes          
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1.   BASIS OF PRESENTATION 

The interim consolidated financial statements include the accounts of Corus Entertainment Inc. and 
ƛǘǎ ǎǳōǎƛŘƛŀǊƛŜǎ όά/ƻǊǳǎέ ƻǊ ǘƘŜ ά/ƻƳǇŀƴȅέύΦ  The notes presented in these interim consolidated 
ŦƛƴŀƴŎƛŀƭ ǎǘŀǘŜƳŜƴǘǎ ƛƴŎƭǳŘŜ ƻƴƭȅ ǎƛƎƴƛŦƛŎŀƴǘ ŜǾŜƴǘǎ ŀƴŘ ǘǊŀƴǎŀŎǘƛƻƴǎ ƻŎŎǳǊǊƛƴƎ ǎƛƴŎŜ ǘƘŜ /ƻƳǇŀƴȅΩǎ 
ƭŀǎǘ ŦƛǎŎŀƭ ȅŜŀǊ ŀƴŘ ŀǊŜ ƴƻǘ Ŧǳƭƭȅ ƛƴŎƭǳǎƛǾŜ ƻŦ ŀƭƭ ƳŀǘǘŜǊǎ ƴƻǊƳŀƭƭȅ ŘƛǎŎƭƻǎŜŘ ƛƴ ǘƘŜ /ƻƳǇŀƴȅΩǎ ŀƴƴǳŀƭ 
audited financial statements.  As a result, these interim consolidated financial statements should be 
ǊŜŀŘ ƛƴ ŎƻƴƧǳƴŎǘƛƻƴ ǿƛǘƘ ǘƘŜ /ƻƳǇŀƴȅΩǎ ŎƻƴǎƻƭƛŘŀǘŜŘ ŦƛƴŀƴŎƛŀƭ ǎǘŀǘŜƳŜƴǘǎ ŦƻǊ ǘƘŜ ȅŜŀǊ ŜƴŘŜŘ 
August 31, 2009. 

/ƻǊǳǎΩ ƻǇŜǊŀǘƛƴƎ ǊŜǎǳƭǘǎ ŀǊŜ ǎǳōƧŜŎǘ ǘƻ ǎŜŀǎƻƴŀƭ ŦƭǳŎǘǳŀǘƛƻƴǎ ǘƘŀǘ Ŏŀƴ ǎƛƎƴƛŦƛŎŀƴǘƭȅ impact quarter-to-
ǉǳŀǊǘŜǊ ƻǇŜǊŀǘƛƴƎ ǊŜǎǳƭǘǎΦ  !ŎŎƻǊŘƛƴƎƭȅΣ ƻƴŜ ǉǳŀǊǘŜǊΩǎ ƻǇŜǊŀǘƛƴƎ ǊŜǎǳƭǘǎ ŀǊŜ ƴƻǘ ƴŜŎŜǎǎŀǊƛƭȅ ƛƴŘƛŎŀǘƛǾŜ 
ƻŦ ŀ ǎǳōǎŜǉǳŜƴǘ ǉǳŀǊǘŜǊΩǎ ƻǇŜǊŀǘƛƴƎ ǊŜǎǳƭǘǎΦ  9ŀŎƘ ƻŦ ǘƘŜ ōǊƻŀŘŎŀǎǘƛƴƎ ōǳǎƛƴŜǎǎŜǎ ώwŀŘƛƻ ŀƴŘ 
Television] has unique seasonal aspects. 

For the broadcasting businesses, operating results are dependent on general advertising and retail 
cycles associated with consumer spending activity. Accordingly, operating results for the first 
quarter tend to be the strongest, reflecting pre-Christmas advertising activity, and for the second 
quarter tend to be the weakest, consistent with lower consumer spending in winter months. 

2.   SIGNIFICANT ACCOUNTING POLICIES 

These interim consolidated financial statements follow the same accounting policies and methods of 
application as the fiscal 2009 annual consolidated financial statements, except as described below. 

Changes in accounting policies 

Effective September 1, 2009, the Company adopted the Canadian Institute of Chartered 
!ŎŎƻǳƴǘŀƴǘǎ όά/L/!έύ IŀƴŘōƻƻƪ {ŜŎǘƛƻƴ олспΣ άDƻƻŘǿƛƭƭ ŀƴŘ LƴǘŀƴƎƛōƭŜ !ǎǎŜǘǎέΣ ǿƘƛŎƘ ǊŜǇƭŀŎed 
{ŜŎǘƛƻƴ олснΣ άDƻƻŘǿƛƭƭ ŀƴŘ hǘƘŜǊ LƴǘŀƴƎƛōƭŜ !ǎǎŜǘǎέΦ {ŜŎǘƛƻƴ олсп ƎƛǾŜǎ ƎǳƛŘŀƴŎŜ ƻƴ ǘƘŜ 
recognition of intangible assets as well as the recognition and measurement of internally developed 
ƛƴǘŀƴƎƛōƭŜ ŀǎǎŜǘǎΦ Lƴ ŀŘŘƛǘƛƻƴΣ {ŜŎǘƛƻƴ опрлΣ άwŜǎŜŀǊŎƘ ŀƴŘ 5ŜǾŜƭƻǇƳŜƴǘ /ƻǎǘǎέΣ ǿŀǎ ǿƛǘƘŘǊŀǿƴ 
from the CICA Handbook. Adopting this accounting change did not have a significant impact on the 
/ƻƳǇŀƴȅΩǎ ƛƴǘŜǊƛƳ ŎƻƴǎƻƭƛŘŀǘŜŘ ŦƛƴŀƴŎƛŀƭ ǎǘŀǘŜƳŜƴǘǎΦ 

Pending accounting changes 

In January 2009, the CICA issued Handbook Section мрунΣ ά.ǳǎƛƴŜǎǎ /ƻƳōƛƴŀǘƛƻƴǎΣέ {ŜŎǘƛƻƴ мслмΣ 
ά/ƻƴǎƻƭƛŘŀǘŜŘ CƛƴŀƴŎƛŀƭ {ǘŀǘŜƳŜƴǘǎΣέ ŀƴŘ {ŜŎǘƛƻƴ мслнΣ άbƻƴ-ŎƻƴǘǊƻƭƭƛƴƎ LƴǘŜǊŜǎǘǎΦέ  ¢ƘŜǎŜ ƴŜǿ 
standards will be effective for fiscal years beginning on or after January 1, 2011.  The Company is 
currently evaluating the effects of adopting these changes. 
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3. INVESTMENTS AND OTHER ASSETS      

     As at May 31, As at August 31, 

     2010  2009  

  Equity investments   9,154   10,229  

  Trademark intangible assets   12,244   8,349  

  Other    3,404   5,115  

      24,802   23,693  

 

4. FILM INVESTMENTS      

     As at May 31, As at August 31, 

     2010  2009  

  Projects in development and in process, net of advances   26,935   22,173  

  Completed projects and distribution rights   45,482   45,595  

  Investments in third-party-produced film projects   25,034   24,412  

      97,451   92,180  

 

5. ACCOUNTS PAYABLE AND ACCRUED LIABILITIES     

 

As at August 31, 2009, the Company had $8,329 in accrued restructuring expenses in accounts 

payable and accrued liabilities and other long-term liabilities.  In fiscal 2010, $3,649 has been paid in 

respect of these provisions and as at May 31, 2010, $4,680 remains unpaid.  The Company 

anticipates that these provisions will be substantially paid in fiscal 2010 and 2011. 
 

6. LONG-TERM DEBT      

     As at May 31, As at August 31, 

     2010  2009  

  Bank loans   198,295   653,564  

  Senior unsecured guaranteed notes   500,000   -  

  Unamortized financing fees   (16,952)  (1,797) 

      681,343   651,767  

 

In the second quarter of fiscal 2010, the Company closed an offering of $500,000 principal amount 
ƻŦ тΦнр҈ ǎŜƴƛƻǊ ǳƴǎŜŎǳǊŜŘ ƎǳŀǊŀƴǘŜŜŘ ƴƻǘŜǎ ŘǳŜ CŜōǊǳŀǊȅ млΣ нлмт όǘƘŜ άbƻǘŜǎέύΦ 

Concurrent with the closing of the offering of the Notes, the Company entered into an amended 
credit facility with a syndicate of banks that matures on February 11, 2014.  The amount committed 
is $500,000, which is available on a revolving basis, and is otherwise on terms and conditions 
subǎǘŀƴǘƛŀƭƭȅ ǎƛƳƛƭŀǊ ǘƻ ǘƘŜ /ƻƳǇŀƴȅΩǎ ǇǊƛƻǊ ŎǊŜŘƛǘ ŦŀŎƛƭƛǘȅΦ 

The transactions noted above resulted in the Company recording a $14,256 debt refinancing loss in 
the second quarter of fiscal 2010.  The components of this loss include mark-to-market payments on 
the interest rate swap agreement termination and the write-off of unamortized financing fees 
related to the bank loans that were settled. 
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LƴǘŜǊŜǎǘ ǊŀǘŜǎ ƻƴ ǘƘŜ ōŀƭŀƴŎŜ ƻŦ ǘƘŜ ōŀƴƪ ƭƻŀƴǎ ŦƭǳŎǘǳŀǘŜ ǿƛǘƘ /ŀƴŀŘƛŀƴ ōŀƴƪŜǊǎΩ ŀŎŎŜǇǘŀƴŎŜǎ ŀƴŘ 
LIBOR.  As at May 31, 2010, the weighted average interest rate on the outstanding bank loans and 
Notes was 6.4%. Interest on the bank loans, including the impact of the swap, and Notes averaged 
5.4% for the first six months of fiscal 2010. 

The banks hold as collateral a first ranking charge on all assets and undertakings of Corus and certain 

ƻŦ /ƻǊǳǎΩ ǎǳōǎƛŘƛŀǊƛŜǎ ŀǎ ŘŜǎƛƎƴŀǘŜŘ ǳƴŘŜǊ ǘƘŜ ŎǊŜŘƛǘ ŀƎǊŜŜƳŜƴǘǎΦ  ¦ƴŘŜǊ ǘƘŜ ŦŀŎƛƭƛǘȅΣ ǘƘŜ /ƻƳǇŀƴȅ 

has undertaken to maintain certain financial covenants.  Management has determined that the 

Company was in compliance with the covenants provided under the bank loans as at May 31, 2010. 
 

7. OTHER LONG-TERM LIABILITIES      

     As at May 31, As at August 31, 

     2010  2009  

  Public benefits associated with acquisitions   3,755   808  

  Unearned revenue   9,283   8,156  

  Program rights payable   33,763   25,435  

  Long-term employee obligations   7,714   2,387  

  Deferred leasehold inducements   6,333   5,117  

  Derivative fair value   -   17,850  

  Merchandising and trademark liabilities   14,123   10,885  

  Capital lease accrual   4,955   -  

  Other   2,901   2,722  

      82,827   73,360  

8. SHARE CAPITAL 

Authorized 

The Company is authorized to issue, upon approval of holders of no less than two-thirds of the 
ŜȄƛǎǘƛƴƎ /ƭŀǎǎ ! ǎƘŀǊŜǎΣ ŀƴ ǳƴƭƛƳƛǘŜŘ ƴǳƳōŜǊ ƻŦ /ƭŀǎǎ ! ǇŀǊǘƛŎƛǇŀǘƛƴƎ ǎƘŀǊŜǎ όά/ƭŀǎǎ ! ±ƻǘƛƴƎ 
{ƘŀǊŜǎέύΣ ŀǎ ǿŜƭƭ ŀǎ ŀƴ ǳƴƭƛƳƛǘŜŘ ƴǳƳōŜǊ ƻŦ /ƭŀǎǎ . ƴƻƴ-ǾƻǘƛƴƎ ǇŀǊǘƛŎƛǇŀǘƛƴƎ ǎƘŀǊŜǎ όά/ƭŀǎǎ . bƻƴ-
±ƻǘƛƴƎ {ƘŀǊŜǎέύΣ /ƭŀǎǎ ! tǊŜŦŜǊǊŜŘ {hares, and Class 1 and Class 2 Preferred Shares. 
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Issued and outstanding 
The changes in the Class A Voting Shares and Class B Non-Voting Shares since August 31, 2009 are 

summarized as follows: 
      Class A Class B   

      Voting Shares Non-Voting Shares Total 

      # $ # $ $ 

  Balance as at August 31, 2009  3,444,528   26,674   76,608,074   813,928   840,602  

  Conversion of Class A Voting Shares           

    to Class B Non-Voting Shares  (400)  (3)  400   3   -  

  Issuance of shares under Stock            

    Option Plan  -   -   804,666   10,510   10,510  

  Issuance of shares under dividend           

    reinvestment plan  -   -   131,063   2,456   2,456  

  Repayment of executive stock            

    purchase loans  -   -   -   265   265  

  Balance as at May 31, 2010  3,444,128   26,671   77,544,203   827,162   853,833  

 

Earnings per share  

The following is a reconciliation of the numerator and denominators (in thousands) used for the 
computation of the basic and diluted earnings per share amounts: 

 

       Three months ended Nine months ended 

       May 31, May 31, 

       2010  2009  2010  2009  

  Net Income (loss) for the period (numerator)   31,411   (145,030)  119,922   (75,368) 

               
  Weighted average number of shares outstanding (denominator) 

  Weighted average number of shares           

    outstanding - basic   80,827   80,035   80,427   80,073  

  Effect of dilutive securities   664   -   678   -  

  Weighted average number of shares           

    outstanding - diluted   81,491   80,035   81,105   80,073  

 
The calculation of diluted earnings per share for the third quarter and year-to-date of fiscal 2010 
excluded 254,278 and 258,046 weighted average Class B Non-Voting Shares issuable under the 
/ƻƳǇŀƴȅΩǎ {ǘƻŎƪ hǇǘƛƻƴ tƭŀƴ ōŜŎŀǳǎŜ ǘƘŜǎŜ ƻǇǘƛƻƴǎ ǿŜǊŜ ƴƻǘ άƛƴ-the-ƳƻƴŜȅέΦ 

Stock option plan 

¦ƴŘŜǊ ǘƘŜ /ƻƳǇŀƴȅΩǎ {ǘƻŎƪ hǇǘƛƻƴ tƭŀƴ όǘƘŜ άtƭŀƴέύΣ ǘƘŜ /ƻƳǇŀƴȅ Ƴŀȅ ƎǊŀƴǘ ƻǇǘƛƻƴǎ ǘƻ ǇǳǊŎƘŀǎŜ 
Class B Non-Voting Shares to eligible officers, directors and employees of or consultants to the 
Company.  The number of Class B Non-Voting Shares which the Company is authorized to issue 
under the Plan is 10% of the issued and outstanding Class B Non-Voting Shares.  All options granted 
are for terms not to exceed 10 years from the grant date.  The exercise price of each option equals 
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ǘƘŜ ƳŀǊƪŜǘ ǇǊƛŎŜ ƻŦ ǘƘŜ /ƻƳǇŀƴȅΩǎ ǎǘƻŎƪ ƻƴ ǘƘŜ ŘŀǘŜ ƻŦ ǘƘŜ ƎǊŀƴǘΦ  hǇǘƛƻƴǎ ǾŜǎǘ нр҈ ƻƴ ŜŀŎƘ ƻŦ ǘƘŜ 
first, second, third and fourth anniversary dates of the date of grant. 

A summary of the changes to the stock options outstanding since August 31, 2009 is presented as 

follows: 
 
     Number of options (#) Weighted average  

       exercise price ($) 

  Outstanding as at August 31, 2009   3,389,250   13.85  

  Granted    393,073   17.51  

  Forfeited or expired   (72,325)  18.33  

  Exercised   (804,666)  11.30  

  Outstanding as at May 31, 2010   2,905,332   14.94  

 
As at May 31, 2010, the Company has outstanding stock options for 2,905,332 Class B Non-Voting 
Shares, of which 2,098,809 are exercisable. 

The fair value of each option granted since September 1, 2003 was estimated on the date of the 
grant using the Black-Scholes option pricing model.  The estimated fair value of the options is 
amortized to income over the option's vesting period on a straight-line basis. In fiscal 2010, the 
Company has recorded stock-based compensation expense for the third quarter and year-to-date of 
$216 and $672 (2009 ς $344 and $971), respectively.  This charge has been credited to contributed 
surplus.  Unrecognized stock-based compensation expense at May 31, 2010 related to the Plan was 
$2,335. 

The fair value of each option granted in fiscal 2010 and 2009 was estimated on the date of the grant 

using the Black-Scholes option pricing model with the following assumptions: 
 
     Fiscal 2010 Fiscal 2009 

  Fair value  $ 3.65 $ 3.12 

  Expected life  5.6 years 5.4 years 

  Risk-free interest rate  2.77% 2.77% 

  Dividend yield  3.4% 3.4% 

  Volatility  28.7% 24.7% 

 

Performance share units 

¢ƘŜ /ƻƳǇŀƴȅ Ƙŀǎ ƎǊŀƴǘŜŘ tŜǊŦƻǊƳŀƴŎŜ {ƘŀǊŜ ¦ƴƛǘǎ όάt{¦ǎέύ ǘƻ ŎŜǊǘŀƛƴ ŜƳǇƭƻȅŜŜǎΦ 9ŀŎƘ t{¦ 
entitles the participant to receive a cash payment in an amount equal to the closing price of Class B 
Non-Voting Shares traded on the Toronto Stock Exchange at the end of the restriction period, 
multiplied by the number of vested units determined by achievement of specific performance-based 
criteria.  The stock-based compensation expense recorded for the third quarter and year-to-date in 
respect of the PSU plan was $480 and $1,062 (2009 ς $45 and $(39)), respectively. 
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Long-term incentive plan 

In the first and second quarters of fiscal 2010, 570,341 units were granted under this plan (2009 ς 
263,900 units), with vesting periods between two and five years.  The stock-based compensation 
expense recorded for the third quarter and year-to-date in respect of this plan was $1,800 and 
$4,092 (2009 ς $1,019 and $2,742), respectively.  This charge has been credited to other long-term 
liabilities. 

Units that vested on August 31, 2009 were paid in cash in September 2009.  This resulted in a 
reduction of $3,473 to contributed surplus in the first quarter of fiscal 2010. 

In the third quarter of fiscal 2010, the plan text was modified to remove the option of settling the 
plan in shares.  As a result, the amounts previously credited to contributed surplus were transferred 
to other long-term liabilities. 

Dividend reinvestment plan 

In September 2009, the Company announced that its Board of Directors had approved a discount for 
Class B Non-Voting Shares issued from treasury pursuant to the terms of its dividend reinvestment 
plan.  In the first three quarters of fiscal 2010, the Company issued 131,063 Class B Non-Voting 
Shares, resulting in an increase in share capital of $2,456. 

Other 

¢ƘŜ /ƻƳǇŀƴȅ ŀƭƭƻǿǎ ŘƛǊŜŎǘƻǊǎ ŀƴŘ ǎŜƴƛƻǊ ƳŀƴŀƎŜƳŜƴǘ ǘƻ ǊŜŎŜƛǾŜ ǘƘŜƛǊ ŘƛǊŜŎǘƻǊΩǎ ŦŜŜǎ ƻǊ ǎƘƻǊǘ-term 

incentive compensation, respectively, in the form of deferred share units.  Each deferred share unit 

has the same value as a Class B Non-Voting Share. These deferred share units are fully vested upon 

grant, and the value is paid in cash to the holder following termination of service or employment.  At 

May 31, 2010, there were 164,682 deferred share units outstanding. 
 

9. INTEREST EXPENSE          

     Three months ended Nine months ended 

     May 31, May 31, 

     2010  2009  2010  2009  

  Interest on long-term debt   11,372   6,765   25,223   22,952  

  Imputed interest on long-term liabilities   2,458   1,833   5,926   5,144  

  Other   714   347   1,196   917  

      14,544   8,945   32,345   29,013  
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10. OTHER EXPENSE (INCOME), NET          

     Three months ended Nine months ended 

     May 31, May 31, 

     2010  2009  2010  2009  

  Interest income   (138)  (323)  (1,231)  (1,026) 

  Foreign exchange losses (gains)   468   (1,004)  (199)  1,878  

  Losses (income) from equity investments   (62)  197   (570)  94  

  Pre-occupancy Corus Quay rent   5,038   -   8,396   -  

  Restructuring charges    -   3,192   -   3,192  

  Gain on disposal    -   -   -   (7,163) 

  Investment impairment   -   -   -   2,429  

  Other   700   268   949   (683) 

      6,006   2,330   7,345   (1,279) 

11. INCOME TAXES 

The reconciliation of income taxes attributable to operations computed at the statutory rates 
to income tax expense for fiscal 2010 and 2009 is as follows: 
 
     Fiscal 2010 Fiscal 2009 

     $ % $ % 

  Tax at combined federal and provincial rate   50,624   31.7   (9,267)  32.9  

  Broadcast license and goodwill impairment   -   -   54,787   (194.7) 

  Future tax recovery resulting from tax rate change   (14,244)  (8.9)  -   -  

  Non-taxable portion of capital gains   -   -   (1,471)  5.2  

  Other   (1,167)  (0.7)  74   (0.2) 

      35,213   22.1   44,123   (156.8) 

12. BUSINESS SEGMENT INFORMATION 

¢ƘŜ /ƻƳǇŀƴȅΩǎ ōǳǎƛƴŜǎǎ ŀŎǘƛǾƛǘƛŜǎ ŀǊŜ ŎƻƴŘǳŎǘŜŘ ǘƘǊƻǳƎƘ ǘǿƻ ƻǇŜǊŀǘƛƴƎ ŘƛǾƛǎƛƻƴǎ ŀƴŘ ŦƛǾŜ ǎŜƎƳŜƴǘǎΥ 

Radio 

The Radio division comprises 50 radio stations, situated primarily in urban centres in Canada.  
Revenues are derived from advertising aired over these stations.   

Television 

The Television division includes interests in several specialty television networks, pay television 
services, conventional television stations, cable advertising services and the Nelvana content 
business.  Revenues are generated from subscriber fees, advertising and the licensing of proprietary 
films and television programs, merchandise licensing and publishing.   

The accounting policies of the segments are the same as those described in the summary of 

significant accounting policies of the most recent audited consolidated financial statements, except 
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ŀǎ ƴƻǘŜŘ ƛƴ ƴƻǘŜ нΦ aŀƴŀƎŜƳŜƴǘ ŜǾŀƭǳŀǘŜǎ ŜŀŎƘ ōǳǎƛƴŜǎǎ ǎŜƎƳŜƴǘΩǎ ǇŜǊŦƻǊƳŀƴŎŜ ōŀǎŜŘ ƻƴ 

revenues less direct cost of sales, general and administrative expenses. 
 

  Divisional results 
            
  Three months ended May 31, 2010       

    Radio Television Corporate Consolidated 

  Revenues  71,426   147,013   -   218,439  

  Direct costs of sales, general          

     and administrative expenses  49,549   87,561   7,511   144,621  

  Segment profit  21,877   59,452   (7,511)  73,818  

  Depreciation  1,579   1,819   1,896   5,294  

  Interest expense  212   1,296   13,036   14,544  

  Other expense (income), net  (4)  1,256   4,754   6,006  

  Income (loss) before income taxes          

     and non-controlling interest  20,090   55,081   (27,197)  47,974  

            
  Three months ended May 31, 2009       

    Radio Television Corporate Consolidated 

  Revenues  65,508   129,846   -   195,354  

  Direct costs of sales, general          

     and administrative expenses  49,436   79,174   5,328   133,938  

  Segment profit  16,072   50,672   (5,328)  61,416  

  Depreciation  1,677   2,174   944   4,795  

  Interest expense  243   1,467   7,235   8,945  

  Broadcast license and goodwill impairment  175,000   -   -   175,000  

  Disputed regulatory fees  821   655   -   1,476  

  Other expense (income), net  3,165   (1,324)  489   2,330  

  Income (loss) before income taxes          

     and non-controlling interest  (164,834)  47,700   (13,996)  (131,130) 

            
  Nine months ended May 31, 2010       

    Radio Television Corporate Consolidated 

  Revenues  198,190   435,242   -   633,432  

  Direct costs of sales, general          

     and administrative expenses  145,924   255,518   19,502   420,944  

  Segment profit  52,266   179,724   (19,502)  212,488  

  Depreciation  4,847   5,596   4,690   15,133  

  Interest expense  612   3,651   28,082   32,345  

  Disputed regulatory fees  (8,901)  (7,293)  -   (16,194) 

  Debt refinancing loss  -   -   14,256   14,256  

  Other expense (income), net  69   563   6,713   7,345  

  Income (loss) before income taxes          

     and non-controlling interest  55,639   177,207   (73,243)  159,603  
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  Nine months ended May 31, 2009       

    Radio Television Corporate Consolidated 

  Revenues  198,971   394,526   -   593,497  

  Direct costs of sales, general          

     and administrative expenses  153,778   232,093   13,859   399,730  

  Segment profit  45,193   162,433   (13,859)  193,767  

  Depreciation  4,950   6,959   3,077   14,986  

  Interest expense  697   3,867   24,449   29,013  

  Broadcast license and goodwill impairment  175,000   -   -   175,000  

  Disputed regulatory fees  2,183   2,005   -   4,188  

  Other expense (income), net  2,594   (4,965)  1,092   (1,279) 

  Income (loss) before income taxes          

     and non-controlling interest  (140,231)  154,567   (42,477)  (28,141) 

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

In addition to evaluating performance of the divisions in total, management also measures 

performance at the operating segment level.  The following tables present further details on the 

operating segments within the Radio and Television divisions: 
 

  Revenues by segment   
     Three months ended Nine months ended 

     May 31, May 31, 

     2010  2009  2010  2009  

  Radio          

  West   25,142   25,061   71,219   78,663  

  Ontario   24,454   20,534   68,118   62,821  

  Quebec and other   21,830   19,913   58,853   57,487  

      71,426   65,508   198,190   198,971  

             
  Television          

  Kids   57,425   50,340   182,071   164,277  

  Specialty and Pay   89,588   79,506   253,171   230,249  

      147,013   129,846   435,242   394,526  

             

  Segment profit   
     Three months ended Nine months ended 

     May 31, May 31, 

     2010  2009  2010  2009  

  Radio          

  West   9,208   8,877   23,962   27,641  

  Ontario   8,302   5,132   20,160   15,462  

  Quebec and other   4,367   2,063   8,144   2,090  

      21,877   16,072   52,266   45,193  
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  Television          

  Kids   23,233   17,795   78,799   68,036  

  Specialty and Pay   36,219   32,877   100,925   94,397  

      59,452   50,672   179,724   162,433  

             

  Revenues by type   
     Three months ended Nine months ended 

     May 31, May 31, 

     2010  2009  2010  2009  

  Advertising   117,827   105,807   335,671   328,754  

  Subscriber fees   72,900   64,681   211,224   189,476  

  Other   27,712   24,866   86,537   75,267  

      218,439   195,354   633,432   593,497  

13. CAPITAL MANAGEMENT 

¢ƘŜ /ƻƳǇŀƴȅΩǎ capital management objectives are to maintain financial flexibility in order to pursue 
its strategy of organic growth combined with strategic acquisitions and to provide returns to its 
shareholders. The Company defines capital as the aggregate of its shareƘƻƭŘŜǊǎΩ Ŝǉǳƛǘȅ ŀƴŘ ƭƻƴƎ-
term debt less cash and cash equivalents. 

Total managed capital is as follows: 
 

     As at May 31, As at August 31, 

     2010  2009  

  Long-term debt   681,343   651,767  

  Cash and cash equivalents   (34,629)  (10,922) 

  Net debt   646,714   640,845  

  Shareholders' equity   958,178   854,278  

      1,604,892   1,495,123  

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

The Company monitors capital on a number of bases, including net debt to segment profit ratio and 
ŘƛǾƛŘŜƴŘ ȅƛŜƭŘΦ  ¢ƘŜ /ƻƳǇŀƴȅΩǎ ǎǘŀǘŜŘ ƻōƧŜŎǘƛǾŜǎ ŀǊŜ ǘƻ Ƴŀƛƴǘŀƛƴ ŀ ƴŜǘ ŘŜōǘ ǘƻ ǎŜƎƳŜƴǘ ǇǊƻŦƛǘ Ǌŀǘƛƻ 
at a long-term range of 3.0 to 3.5 times, and maintain a dividend yield in excess of 2.5%.  The 
Company believes that these objectives provide a reasonable framework for providing a return to 
shareholders.  The Company is currently operating within these internally imposed objectives. 

The Company is not subject to any externally imposed capital requirements, and there has been no 

ŎƘŀƴƎŜ ƛƴ ǘƘŜ /ƻƳǇŀƴȅΩǎ ŎŀǇƛǘŀƭ ƳŀƴŀƎŜƳŜƴǘ ŀǇǇǊƻŀŎƘ ŘǳǊƛƴƎ ǘƘŜ ǇŜǊƛƻŘΦ 
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14. CONSOLIDATED STATEMENTS OF CASH FLOWS     
             

  
Interest paid, interest received and income taxes paid and classified as operating activities are as 
follows: 

     Three months ended Nine months ended 

     May 31, May 31, 

     2010  2009  2010  2009  

  Interest paid   2,369   7,084   17,050   24,699  

  Interest received   138   323   1,231   1,026  

  Income taxes paid   7,293   5,451   27,141   31,890  

15. FOREIGN EXCHANGE GAINS AND LOSSES 

The Company has reflected certain gains and losses in its consolidated statements of income (loss) 

as a result of exposure to foreign currency exchange rate fluctuations. A portion of these gains and 

losses relates to operating activities while other portions are of a financing nature.  Foreign 

exchange gains and losses are reflected in the consolidated financial statements as follows: 
 

     Three months ended Nine months ended 

     May 31, May 31, 

     2010  2009  2010  2009  

  Direct costs of sales, general and administrative expenses   (376)  (1,031)  (483)  335  

  Other expense (income), net   468   (1,004)  (199)  1,878  

  Total foreign exchange losses (gains)   92   (2,035)  (682)  2,213  

 

16. ACCUMULATED OTHER COMPREHENSIVE LOSS      
     As at May 31, As at August 31, 

     2010  2009  

  Foreign currency translation adjustment   (12,014)  (11,474) 

  Unrealized gain on available-for-sale investments, net of tax of $73   431   142  

  Unrealized loss on cash flow hedge, net of tax   -   (12,675) 

      (11,583)  (24,007) 

17. BUSINESS COMBINATIONS 

In the first quarter of fiscal 2010, the Company completed the acquisition of the specialty television 

services Drive-In Classics and SexTV.  The Canadian Radio-television and Telecommunications 

Commission approved the acquisition on November 19, 2009 and the Company took over ownership 

and operation of these services, rebranded as Sundance Channel and W Movies, respectively, on 

November 30, 2009.  The results of operations of these services, as well as their assets and liabilities, 

are included in the Specialty and Pay segment of the Television division effective December 1, 2009.  

The total cash consideration paid was $40.0 million, less a 10% holdback pending the completion of 

certain closing procedures.  The Company anticipates releasing the holdback in the fourth quarter of 
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fiscal 2010.  The Company has not yet finalized the valuation of intangible assets for the purpose of 

allocating the purchase cost of the acquisition.  The preliminary purchase equation, which was 

accounted for using the purchase method, is summarized below: 
 

  Assigned value of net assets acquired:      

  Broadcast licenses     25,397  

  Goodwill     18,603  

  Other long-term liabilities     (4,000) 

        40,000  

  Holdback     (4,000) 

  Cash consideration given     36,000  

18. COMMITMENTS, CONTINGENCIES AND GUARANTEES 

In October 2009, a settlement was reached between the Government of Canada and members of 

the broadcasting industry in respect of disputed Part II license fees.  The settlement included 

waiving Part II license fees that were not collected for the broadcasting years 2007, 2008 and 2009.  

The Company had accrued $16,194 over that period, and reversed this accrual in the first quarter of 

fiscal 2010.  In fiscal 2010, the Company began accruing for the revised fee, and in the first three 

quarters incurred a charge of $2.8 million.  This charge is included in segment profit. 

19. SUBSEQUENT EVENTS 

On July 10, 2010 the Copyright Board announced that it had certified new royalties to be collected 

by certain collectives in respect of commercial radio stations.  The Company anticipates recording an 

expense increase in an approximate range of $6,000 to $8,000 in the fourth quarter to reflect the 

impact of the new royalties.  The Company estimates that the future annual impact of these new 

royalties to be approximately $2,000 to $3,000 in incremental expenses.  These increases relate 

primarily to certain newly certified tariffs that did not previously exist. 
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Si vous souhaitez recevoir un exemplaire du rapport aux actionnaires en français, veuillez adresser votre 
demande à investor.relations@corusent.com. 
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