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HIGHLIGHTS

Einancial Highlights
(These highlights are derivéam 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 $0.3¢ $(1.81 $ 1.4¢ $(0.94
Diluted $0.3¢ $(1.81 $ 1.4¢ $(0.94

Significant Events in the Quarter

¢ On Marchl, 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 frommiche, genrefocused cinema to obscure and socially provocative titles. W
a2z@ArSa A& |y SEGSyarzy 2F GKS /2YLIl yeQa &dz0

e hy al NOK wmMMI Hamnx (GKS /2YLI ye&Qa wkRAZ2 RAC
Canadian Music and Broadcast Industry Awards andGoystal AwardsThese awards include
Station of theYear, Country{Country 105, Calgaryjtation of the Year, Classic Gdl@107,
Toronto), Station Promotion CampaignGold (107.5 DAVE FMKitchene), Station Promotion
Campaign Silver(107.5 DAVE FMKitchene), Station Single Bronze(Corus Radio Winnipeg)
and Station Pranotion Campaign Bronze(FM96, London).

e 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 foidiglelicensees as the
system migrates to wholly digital distribution platforms over the next few ye@l®e key policy
documents are listed as follows: (A) A grehgsed approach to the licensing of private
television servicesBroadcasting Regulatoryokcy, CRTC 20467, March 22, 2010; (Bjhe
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 wegrtising in the local availabilities of nd&anadian services.
Broadcasting Regulatory Poliz§10-189, March 29, 2010; (D) Regulatory framework for video
on-demand undertakings. Broadcasting Regulatory P8d0-190, March 29, 2010.
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On March 23,20100 KS / 2YLI ye 41 & YIYSR 2yS 2F /Iyl RIQ:
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 anllay 31, 2010 the Company paid a monthly dividend of $0.049585

and $0.05 to holders of its Class A and Cle&8wBes respectively.

On April 20, 2010, Corus Radio Winnipeg was honoured with a Golden Hand Award from
Volunteer Manitoba for itsHunger for Hopecampaign 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 Compaagnounced that, subject to regulatory approvals, it hadched

an agreementwith Cogeco Inc. foit to acquireits Corus Quebec radio stations: Montreal

French (CKOI 96,9, 98,5, CKAC Spdrty’ Of dzRA y 3 [/ Ysk)/MosdtreaREngish{{ThdQ f A OSy
92.5), Quebec City (102,9 Souvenirs Garantis, CKOI 102,1), Gatineau (104, #sSGavantis),

Sherbrooke (107,7 Souvenirs Garantis, CKOI 104,5);Riviéses (106,9 Souvenirs Garantis) and
StJérdme (CIME 103,9).

On May 3, 2010, the Company appointed Doug Murphy as President, Corus Telawgsion

May 10, 2010the Company appointed Hal Blackadar as interim President, Corus Radio

On May 20, 2010, the Company began to consolidat€atentolocations and 1,100 employees

into its new waterfront facility, Corus Quay.

hy al@& HT3X HnamnX (KS ideRavindlinged 8 aumteSdf 9dagtast addy (i S NI
licensing deals for the successful relaunch of the boys action new animated BEN#LADE:

Metal Fusion

Significant Events Subsequent to the Quarter

hy WdzyS WX wnmnX (GKS /2YLIlye ¢lad ylIYSR 2yS 27F
2010.This award recognizeéd2 NXza & 2yS 2F /FylFIRIQa fSIFRSNAE A
employees.

hy WdzyS HX wanmnX GKS / 2 YL yhéwbioadoaStingahd/licensihy G S NLIN
deals atLicensingnternational Expo for its animated propertieBabar and the Adventures of
BadouandMax & Ruby

OnJun&gx HAmMAnX (GKS /2YLIl yeQa == yO02dz@SNI N RA2 &adl i
awards at the 2010 RTNDA British Columbia Regional Awards Gala. These awards include the
Byron MacGregor Award f@est Newscasthe Charlie Edwards Award f8pot Newsthe Dave

Rogers Award foBhort FeaturéLarge Market), the Ron Laidlaw Award @ontinuing Coverage

and the Sam Ross Award faditorial/CommentaryCKNW AM 980 eair host Tom Markvas

also recognized with a 2010 RTNDA Lifetime Achievement Award.

OnJuneda> HAamnI GKS /2YLIyeQa az2@AS [ SYiadNrft I yy
productions have been greenlit for production including new seasons of the comedy Gaties

Me Fitz Less Than Kindnd Living In Your Cathe sixpart standup comedy seriedust For

Laughs: Funny As HeNorking title);Skins a new Canadian content series based on the popular

U.K version; the mockumentary seri@$e Yardand original film$leepyheadnd Scaredycat.

On June 15, 2010, marblemedia announced that it willdpoe Splatalot a 26episode series
FSIGdzNAY3 /Iyl RFQa fIFNBS&G SEiNBNSneRpysidar Ot S O
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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e OnJune 15, 2016K S / 2 Y Mibvig Eddtiabnnounced that it had partnered witVilliam
Shatne a LINE R dzO (iMegsyProddétivhiihd Ballinran Productions Limitet produce
The Captaingworking title) a feature length documentary on the life of William Shatner.

e hy WdzyS mMcI Hnanmnx (GKS /2YLIyeQa 2 bSGg2N] I yy?
FNE OdzNNByidfte Ay LINRRAZOGAZ2Y F2NJ GKS ySig2N] ag
many new talents and familiar faces including Candice Olson and Tingtm) and series such
as Come Dine with Me Canadahis lineup of new shows includes more hoifioeused
programming featuring all aspects of the home, from renovation and design, to financing,
buying, selling and entertaining.

e On June 17, 2010, the Compa®@a . 206 [l &2y FNRBY /[ 2NMzA wl RA2
iNews880 was honoured with a 2010 RTNDA Lifetime Achievement Award in the Prairie Region.

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

e On July7, 2010, the Company, in partnership with BlueNest Technologies, launched
CorusConnect, an exclusive and leading edge-lveested service tool which enables Corus Radio
C2NRByYy(di2Qa NBOGFAf | yR | Z&yddieir adcoNdi ghhdldnd at theirY | y I 3 ¢
convenience Corus is the first Canadian radio broadcaster to provide this service.
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al yI 38SYSYy(iQ4 5A40daA2y FYR !yIfaaAa

al yl3SySyiQa 5AaAa0dzaarzy | yR | yI { ®&gedatons #ofthelike8 FAY |y
months ended May 31, 2010 is prepared at June 30, 2010. The following should be read in conjunction
GAGK alyl3SyYSyiQa 5Aa0dzaaizy FyR !ylfearas Ozyazf
included in our August 31, 2008nnual 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 aredstat Canadian

dollars unless specified otherwise.

Cautionary statement regarding forwardooking statements

To the extent any statements made in this report contain information that is not historical, these
statements are forwardooking statements and may be forwalabking information within the
YSFEYAYy3 2F FLIWX AOIoftS aSOdaepAXiviIaadi By SoyQzatetoS0 i &k
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 tdfs, 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 tmeo characterizations of future
events or circumstances are forwalabking statements. Although Corus believes that the expectations
reflected in such forwardboking statements are reasonable, such statements involve risks and
uncertainties and undueetiance should not be placed on such statements. Certain material factors or
assumptions are applied in making forwdaking statements, including without limitation, factors and
assumptions regarding advertising, program, merchandise and subscrigemues, 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, amongther 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 gpmmuction treaties; ouability 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 developmenttherein; 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 successfefgnd 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 bé&und 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 andso#tauld
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 forwardooking statements whilier 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 ne
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 thirdjuarter 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%uartdre d-or 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 Radievenues 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 &thind 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 th@ine 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
Caporate costs. Please refer to the discussion of segmented resultdddicmal analysis of expenses.

Depreciation

Depreciation expense fdhe first three quarteravas essentlly unchanged from last year. Depreciation
on expenditures made in relation to Corus Quay will commence in the fourth quarter of fiscal 2010.

Intered expense

Interest on longterm 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
3dzZ- N> yGSSR y23GSa RdzS nterestrat 7R5K The GompainySised thesdipkoceéds LI &
to pay down bank debt. The effective interest rate on bank loans and notes for the first three quarters

of fiscal 201Qvas 5.1%ompared to 4.3% on bank loans last year

Disputed regulatory fees

In October2009, a settlement was reached between the Government of Canada and members of the
broadcasting industry in respect of disputed Part Il license fees. The settlement includes waiving Part Il
license fees that were not collected for the broadcasting ye&s7, 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 piafctéeds
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 fagilwith a syndicate of banks. These transactions resulted in
the Company recording a ptex debt refinancing loss of $14.3 million. The components of this loss
include markto-market payments on the termination of the interest rate swap agreements, aed th
non-cash writeoff of deferred financing fees related to the previous credit facility.

Other expense (income), net

Other expense increased in the third quarter and yeadate of fiscal 2010 due to rental expenses

incurred on Corus Quay prior to theropletion 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
F2NJ I AK2NI LISNA2R 2F GAYS dzy At (K& as2ahdliolma 02Y
restructuring provision related to the Quebec Radio operations, and the priortgedaite includes a

gain of $7.2 million related to the sale of a residential audio business.

Income taxes

The effective tax rate for the firstthree qualS NA 2 F FA&OFf HAamMna 61 & HHOM: I
31.7% statutory rate. The difference is due almost entirely to the impact of a change in the Ontario
provincial longterm tax rate that became effective in the first quarter. This rate change rebuit¢he

Company recording a nezash 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 peshare for the third quarter were $0.39 basic and diluted, compared to a loss per share of
Pmdoym o0FaAO FyYyR RAfdziSR fFaid &SI N b2Biillidgngidrz YS F2N
tax broadcast license and goodwill impairment charg@emoving the impact of this item results in

adjusted third quarter basic earnings per share of 8in3the prior year.

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

The weighted average number of shares outstandiag 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 tome (loss), net of tax

The significant item in other comprehensive income was the change in the unrealized fair value of the

I/ 2YLIl yeQa AYyGSNBaid NraGS agl Ll FaNBSySyidao Ly GKS
terminated the agreements. As a restulie 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.



CORUS ENTERTAINMENT INC.
Third Quarter Report to Shareholders

The Radio division comprises 50 radio stations situated primarily in nine of the 10 largest Canadian

YFEN] SGa o0& LRLdzZFdA2y yR Ay (GKS RSyaSte L}RLldzZFdS

leading radio operators in terms of revenues analience 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 thegretate 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 yteadate 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 inAlberta 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

ontheyeasto-RI 4S a4 4SSttt o ¢ KS [/ 2 YL} yieeQeartoNiBia elafeeddhe T 2 NJ {0 K

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 yaadate. Variable expenses increased slightly in the quarter
on higher CRTC Part Il fees aradles commission earned on the higher revenues, although the Company
continues to benefit from @ransition to alower average cost of salegructureon national sées Fixed
costs, which represent a much higher proportion of the cost structure, were flat for the quarter and
decreased by 5% for the yetr-date from the prior year. The decrease was largely in employee related
costswhich results froninitiatives té&ken by the Company recently to reduce the fixed cost base of the
division.

al yI3SySyiQa F20dza 2y 024G O2yidNRBf RdNAyYy3I (KS
significant improvement in segment profit margin in the third quarter and ytestate, 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
accrung for the revised fee, and the Radio division incurred a chargd éfrillion. This amount is
included in segment profit for fiscal 201@ith no comparable amount in segment profit for fiscal 2009
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Television

The Kids segment compriseéTV; Treehouse; Nickelodeon (Canada); a 50% interest in TELETOON and

TELETOON Retro, and the Nelvana content busifié®s.Specialty and Pay segment comprid4s:

bSGH2N] T 2L+x!'T 2 az2@ASaT {dzyRIFIyOS / KIFIYyySft no/ Iyl RI

services Movie Central (including HBO Canada) and Encore Avenue; Corus Custom Networks; three local

G§StSOAaA2y alGlidAzyas yR GKS /2YLIyeQa AyaSNBaida
Financial Highlights

Three months ended Ninemonths 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 repecialty adverting 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 inW Movies and Sundance Channel, and enhanced wholesale fees for Movie Central.
Advertising revenues grew 19% on our Kids segment reflecting strengthening ratingarasutcess in
monetizing ourd @A Safidience Specialty advertising revenues on @pecialty and Pay segment
showed a strong increase of 10% in the quartdon-specialty advertising revenues declined due to
challenges faced by our cable advertising servilee solid growth in other revenues reflects increased
distribution and merchadising revenues from the Content business. Yeatate 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 with0®0 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 yearto-date. Direct cost of sales, which includes amortization of program rights feimd

investments, increased by 9% for the quarter and 12% for the-tgedate. Amortization of program

rights costs fluctuate with changes in subscriber levels, as a result of program supply agreements and
Canadian content requirements based onthe pdo @ S NDa NB @Sy dzSas a | NBadz
Amortization of film investments fluctuate in proportion to the volume of service work in the studio and
O2yiGSyi RAAGNROdziAZ2Y NB@GSydzSao tflyySR oMdfv@SaidyYSy
growth also contributed to the increased cost€eneral and administrative expenses increased in the

quarter yearto-date as a result ofricreases in CRTC Part Il fees, trademark costs, foreign exchange

10
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differences and expenses related to the labrof new servicesTelevision has maintainedlatively 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 segrpeofit. In fiscal 2010, the Company began
accruing for the revised fee, and the Television division incurred a charde2ohfflion. This amount is
included in segment profit for fiscal 208th no comparable amount in fiscal 2009

On November 302009, the Company completed the acquisition of DtiveClassics 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 secongigoBfiscal 2010.

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
Stockbased 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

Stockbased compensatioh y Of dzZRS& G(KS SELISyasSa NBfFGISR G2 GKS
6at {!agduvz aitz20] 2edh néglie plang.R The éxiiehdelrefatddytd stbaked
compensation is higher in the current year due to changes énatbsumptions underlying the expense
NEO23ayAlGA2y 2F OSNIFAY LI IFyax LINARYEFNRE& NBfFGSR
period last year, as well as the granting of additional units under the-tlermg incentive plan in the

current year.

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

Quarterly Consolidated Financial Information

The following table sets forth certain unaudited dakarived from the unaudited consolidated financial
atdrdSySyida F2N SIOK 2F GKS SA3IKEG Y2ald NBOSyd |l dzk N
these unaudited consolidated financial statements have been prepared on a basis consistent with the
auditetR O2yaz2f ARIFIGSR FAYLFYyOAlf aidlaSySyda O2yiGlFAySR
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.

11
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[thousands ofCanadian dollars, except per share amounts]

Revenue Segmen Net income Earnings per share
profit Basit Diluted
2010
3rd quarter 218,439 73,818 31,411 $0.3¢ $0.3¢
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 $0.2: $0.2:
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

a4 RA&Odza&aSR Ay alyl3aSYSyiQa 5Aa0dzaairzy FyR ! ylf
operating results are subject to seasonal fluctuations that can significantly impact gtauwdearter

2LISNI GAy3 NBadzZ# Gad LY LINIGAOdAZ FNE & GKS /2YLI} ye:
advertising and retail cycles associated with cansuspending 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 tiegly impacted by $14.3 million in
SELSyasSa NBfFGISR (2 GKS NBTFAYLFIYOAYy3I 2F (KS [/ 2YLJ

¢ 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 disputgtilatory 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.

e Net loss in the third quger 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, 200&xcept 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 pogpd 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 approximatmge of $6.0 million to $8.0 million in the fourth quarter to reflect

12
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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 expenségseTincreases
relate primarily to certain newly certified tariffs that did not previously exist.

Outlook

G Ada Fyydzht Ly@Saag2NI s5Fe Ay {SLISYOSNI unndps (KSE
2010 strategic priorities and proved nearterm financial guidance for the 2010 fiscal year. In
particular, e 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 milliesannualguidance

remains unchanged at the end of the third quarter of fiscal 2010.

The free cash flow guidander fiscal 2010is lower than in recent years due to the anticipated
expenditures related to Corus Quagince providing this guidance, the Companyg tmeade 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.

¢t2 GASs (KS Ly@Sad2NI 5F& LINBASY imwidomiséi.comlf S 4SS OA &

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
yearend and $12.4 million from therpvious 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 creits 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 milisrspending on Corus Quay ramped up significantly in
the second and third quarter. Broadcast licenses and goodwill balances increaseetsagt of an
acquisition of two specialty television services in the first quarter. Program and film rights ¢camcen
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 tdSundance 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¢rimade
significant investments in thirgarty-produced film projects as part of its conditions of license.

Accounts payable and accrued liabilities increased as a result of interest payable dsriondebt.

Prior to the issuance of the notes in tilsecond quarter, interest on bank debt was paid monthly or
quarterly. Interest on the notes is paid seaminually, in February and August. A decrease in accrued
liabilities related to the reversal of the disputed regulatory fees was offset by an increkded to
general accounts payable. Income taxes payable increased due to the timing of income tax installment
payments.
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Longterm debt increased by $29.6 million. The Company utilized its debt to finance the acquisition of
two specialty television seices in the first quarter. Other lortgrm liabilities increased by $9.5 million
due to increased accruals for program rights, trademark intangibles and capital |éasedition, units
AN yiGSR dzy RSNJ ddtnSincenBive plin yweér€riodifik Boyh Bquitybased to castased
awards in the third quarter, and balances accrued were transferred from contributed surplus to other
longterm liabilities. These increases were offset by the extinguishment of the liability associated with
0 KS /| 2 Yirtdrest @afesswap agreements. Net future tax liability (including current future tax
asset) decreased by $8.4 million primarily due to a change inteyngOntario provincial tax rates.

The exercise of employee stock optioadded $10.5 million to sharcapitaland the issuance of shares

FNRBY GNBFadz2NE dzy RSNJ G§KS [/ 2 Y Lladded QA7 mllirsto sRake@apkab y R NB
/| 2y GNRO6dzi SR & dzNLJ dza RSONBI &SR o6& bPpdn YAtemizy ® !
incentive plan wre paid in cash in the first quarter. The remaining outstanding units were confirmed to

be cashbased awards in the third quarter and the balances were transferred to otherterng

liabilities.

Liquidity and Capital Resources

Cash flows

h@SNIft> GKS /2YLIyeQa OFrakK yR OFakK SljdAglfSyada
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 millionthe 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 expexsditu

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 ag¢d primarily toan increase of $18.7 million gegment profit,$18.4 million in

lower payments for program right$12.4 million inlower payments for interest and income tax and
other timing differences related to working capitallhe variance relatedb 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 yeath@<ompany 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
specilty 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 atigorof the bank debt balance. These
transactions resulted in the payment of financing and swap termination fees.

14
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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 104 n mn @ LYGSNBad NIXYdSa 2y GKS [/ 2YLI yec
oFy1SNEQ FO0OSLIityOSa FyR [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 fropemtions 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 overadirforadgpbt
structure in order to improve its financial flexibility. As noted in the first quarter, the Company intended
to file a shortform base prospectus to enable it to offer and issue securities. The Company achieved
this objective in the second quarter with thgsuance 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, 201Met 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
0St 26 YI yIl 3SY Sigrineaage &f 6.0 tad SRimés2 y 3

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 ivatider
instruments outstanding as at May 31, 2010.

Contractual commitments

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

One to
Less than three Four to After five
(thousands of Canadian dollars) Total one year years five years years
Capital leases 7,340 817 4,298 2,144 81

Outstanding Share Data

As at June 30, 201@,444,128Class A Voting Shares and,625,378Class B NoNoting Shares were
issued and outstanding.

Changes in Internal Control Over Financial Reporting

CKSNBE ¢6SNBE y2 OKIy3aSa Ay GKS /2YLI yeQa AyaGSNylrft (
three and nine months ended M&34, 2010 that have materially affected, or are likely to materially
FFFSOGT GKS /2YLIyeQa AYGSNyrt O2yiNBt 2@0SNI FAYIlLY
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Key Performance Indicators

The Company measures the success of its strategies using a humber of key pectorimdicators.

tKSaS KIF@S 0SSy 2dz2if AYSR Ay UGKS alyl3SySyiQa 5aa0
for the year ended August 31, 2009, including a discussion as to their relevance, definitions, calculation
methods and underlying assumptis.

In particular, sesgment profit is calculated as revenues less direct cost of sales, general and
FRYAYA&GNT GABS SELSyasSa Fa NBLRNISR Ay GKS /2YLI Yy
earnings.Segment profit may be calculated and presehter an individual operating segment, a line of

business, or for the consolidated Companiyhe 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
servie and/or incur debt; therefore, it is calculated befo(® noncash expenses such as depreciation

and amortization; (il Yy 1§ SNB&ad SELISYyaST FyR 6AAA0 AdGSYa yz2ia A
NEBadzZ §az FyR y2i dzaSR XKRSYIoy2aAYBEEG GES AYBIy i d2a i ALISyN
goodwill and broadcast license impairmedisputed regulatory feesdebt refinancing losand certain

other income andexpensegnote 10 to the interim consolidated financial statements§egment profit

is al® 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 a® S LG SR | O02dzyiAy3d LINAYOALX S&a o6aD!!téuv YR &K
income or any other measure of performance under Canadian or U.S. GRAd following tables

reconcile those key performance indicators that are not in accordanteGAAP 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 3
(thousands of Canadian dollars) 2010 2009
Longterm 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 3

(thousands of Canadian dollars) 2010 2009
Net debt (numerator) 646,714 640,845
Segment profifl) (denominator) 269,911 251,190
Net debt to segment profit 2.4 2.6

DweFt 5064 F3aNBILGS FY2dyida F2NJ GKS Y2ad NBOSYd T2 dNItlj dlyNae
a800GAa2y 2F alyl38SyS8SyiliQa 5Aa0dzaairzy YR !ylfearao
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Impact of New Accounting Policies

Effective{ SLI SYOSNJ MXI wHnnpE GKS /2YLIlyeée FFR2LIWGSR [/ L/!
Lyidly3aaoftsS 1aaSiaéds sgKAOK NBLX FOSR {SOGA2Yy oncHX
gives guidance on the recognition of intangible assets as well as tbgniéion and measurement of
AYGSNyrftte RSOSt2LISR Aydalry3arotS FaaSiaoe LYy FRRAG
was withdrawn from the CICA Handbook. Adopting this accounting change did not have a significant
AYLI OG 2y (KS alstat¥iehts/ @ Qa TFAY Il yOA

Recent Accounting Pronouncements

LY CSoNdHzZtNE HnannyX GKS /JFYyFRALFY 1 002dzyiAay3a {il yRI
LYGSNYylFragA2ylrt CAYFYyOAlFf wSLRNIAYy3 {{iIyRINB& o6daLCw
profit-oriented enterprises for fiscal years beginning on or after January 1, Z¥d.Company will be

required to report using IFRS beginning September 1, 20hkt Company has implemented an IFRS

project, and has committed adequate internal andezral 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 IFR@oject 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 ofthe significant impacts on its financial reporting it intends to disclose such impacts
AY Fdzidz2NBE al yl 3SYSyiQa 5ArAa0dzaairzy yR lylfearao

In the period leading up to the changeover, the AcSB will continue to issue accounting standards that

are converged withFRS, thus mitigating the impact of the adoption of IFRS at the changeover date. The
LYGSNYIlFGA2y Lt 1 002dzydAay3a {GFyRFNR&a . 2FNR 6aL! {.¢£0
during the conversion period and, as a result, the final impadt @w{ 2y GKS [/ 2YLJI y&Qa
financial statements will only be measured once all IFRS applicable at the conversion date are known.

¢CKS /2YLIyeQa ITR2LIIAZ2Y 2F LCw{ ¢ A-Tihe AN®ipnzdfNE { K &
International Financial RLI2 NIIAy 3 {GF yRINRA 6daLCw{ ME£0X HKAOK LI
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 ingdda mandatory exceptions and

limited optional exemptions in specified areas of certain standards from this general requirement.
alyla3SySyid Aa FraasSaary3a G(GKS SESYLIiA2ya | gFAatlof$s
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 combination
that occurred prior to September 1, 2010.

Cumulative translation| The Company expects to elect to reset cumulative translation differencs
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 impactthe oryipe Q& O2y a2t ARF SR FTAY Il yO
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

/' FYFRAFY D!'1t YR LCw{ FTYR GKSANI AYLIOG 2y (GKS
/| 2yaSldsSyidtes YFIylI3asSySyidQa I yIhawk beed mafefbaseokon yis3Sa |
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 s, management is not able to reliably quantify the impacts expected on the

I 2YLI yeQa O2yazfARIFIGSR FAYFIYyOALlf adlrasSySyaa T2NJ
G/ FdziA2y I NE A0 0SYQZ{G ANEIBGNRABY ST Z ME IONR

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

Differences from Canadian GAAP, with potential impact for the

Key accounting area Company

Presentation ofinancial Additional disclosures in the notes to financial statements.
Statements (IAS 1)

Property, Plant and Componentization of significant real estate for separate amortizatio
Equipment (IAS 16) over a shorter useful life.

Remaining carrying valud onderlying buildings subject to
componentization amortized over a longer useful life.

Impairment of Assets DNRdzLIAY3A 2F [aasSdia Ay OFakKk 3ISy]
(IAS 36) independent cash inflows for impairment testing purposes, using a
discounted cash flow method (DCF) in a sivsgégn approach.

Goodwill allocated to and tested in conjunction with its related CGU
ANRdzL) 2F /D! Qa GKIFIG oSySF¥AG TN
Under certain circumstances, previous impairment taken (other thar
goadwill) required to be reversed.

Interests in Joint Ventures| Joint venture interests accounted for using the equity method.
(IAS 31)

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

Intangible Assets (IAS 38)| Reinstatement of amortization of indefindeved intangibles

Business Combinations an Acquisitionrelated and restructuring costs expensed as incurred ang
Minority Interests (IFRS 3R contingent consideration recorded at itgif 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
loss of control are accounted for as efyuiransactions.

18
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Non-controlling interests presented as a separate component of
AKIFNBK2f RSNEQ SljdAadeo

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 chaly@SNJ 2y GKS [/ 2YLIl ye Qa ¥FdzidzNB
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 ofi th/ 2 YL yé Qa O2yaz2f ARl
statements can only be measured once all the applicable IFRS at the conversion date are known.

¢KS /2YLlyeQa LCcw{ O2y@SNEA2Y LINR2SOG A& LINRINBaa

In January 2009, the CICA issued Handbook Semtipry HYX & . dzZaAy Saa /[ 2YOoOAYyl GA2
G/ 2yaz2f ARFGSR CAYylIYyOALlf { O -GSyyiBN®itate Xy 3 yIRy G {SHNG @ K F ¢
standards will be effective for fiscal years beginning on or after January 1, 2011. The Company is
currently evaluéing the effects of adopting these changes.
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Consolidated Financial Statements and Notes

CORUS ENTERTAINMENT INC.

CONSOLIDATED BALANCE SHEETS

(unaudited) As at May 31 As at August 3
(in thousands of Canadian dollars) 2010 2009
ASSET$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 1,874,70¢
[L!.L[Le¢eL9{ !'b5 {I1!w9lh[59w{Q
Current
Accounts payable and accrued liabilitieste 5) 186,434 171,055
Income taxes payable 14,428 -
Total current liabilities 200,862 171,055
Longterm debt (note 6) 681,343 651,767
Other longterm liabilities (notes 5, 7 and 8) 82,827 73,360
Future tax liability 97,046 102,842
Total liabilities 1,062,078 999,024
Noncontrolling interest 15,445 21,401
{1TwO9l h[59w{Q 9v | LC,
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
¢c20GFt &KIFINBK2ft RSNBQ Sljdza (e 958,178 854,278
2,035,701 1,874,70¢

See accompanying notes
On behalf of the Board:

Jdhn M. Cassaday
Director

July 14, 2010

Director

Heather A. Shaw
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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 noncontrolling 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 shafeote 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 adjustmen: (16) (1,791) (540) 526
Unrealized change in fair value of availafde-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 hedge
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

Threemonths 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
Stockbased compensation (note 8) (1,181) 1,363 672 3,713
Settlement and modification of loaggrm

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) norcash 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 noitash 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 acquisitio (601) (302) (1,079) (1,436)
Cash used in investingctivities (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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CORUS ENTERTAINMENT INC.
NOTES TO CONSOLIOAFENANCIAL STATEMEN
(Unaudited)
May 31, 2010

(inthousands of Canadian dollars, except share information)

1. BASIS OF PRESENTATION

The interim consolidated financial statements include the accounts of Corus Entertainment Inc. and
AGA &adzaARAIFNRSA 0 aTHeMNaes presénted it theSe idteridbnéalitiaied ¢ 0 ®
FAYIYOALI f adFridSySyita AyOfdzRS 2yfte arayAFAOlyi
flaag FAaol ¢ 8SIFNJ FYR IINB y2i FdAfteée AyOfdzaigds
audited financial statements. As a réisthese interim consolidated financial statements should be

2

S
T

NEBFR Ay O2yedyOirzy 6AGK G(GKS /2YLIyeQa O2yazfa

August 31, 2009.

/ 2NHzA Q 2LISNI GAy3d NB&adzZ Ga | NB & dzo 2 $npact qliatertéd S &2 y |
j dzZ NIISNJ 2 LISNY GAy3d NBadzZ Gao I O0O2NRAyYy3At &z 2yS |dz

2F | adzoaSljdzsSSyid ljdzZr NISNRa 2LISNFGAy3a NBadzZ Gao
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
guarter tend to be the strongest, reflecting pfghristmas adertising activity, and for the second
guarter 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 consoliddtadncial statements, except as described below.

Changes in accounting policies

Effective September 1, 2009, the Company adopted the Canadian Institute of Chartered

I 002dzyGlyiGa oa/L/!'£€0 1 1yRo221 {SO0A2Y omsknI aD:z

{SOGA2Y oncHXI GaD22RgAftf YR hOGKSN) LydGly3aaotsS
recognition of intangible assets as well as the recognition and measurement of internally developed

AYGry3aocts raasiad Ly | RRAGAZWESYBOLMARYaom palza

from the CICA Handbook. Adopting this accounting change did not have a significant impact on the

] 2YLI yeQa AYGSNAY O2yaz2tARIFIGSR FAYIFYOAIE &GF G8Y¢S

Pending accounting changes

In January 2009, the CICA issued Handbook Segtipry H X & . dzZAAy S&da /[ 2YO0AY Ll GAz

I L A A

G4/ 2yA2t ARIFIGSR CAYLFYOALf {(DAGEVRFAGAIYI L YRGS EDAG 2

standards will be effective for fiscal years beginning on or after January 1, 2011. The Company is
currently evalating the effects of adopting these changes.
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. INVESTMENTS AND OTHER ASSETS
As at May 31  As at August 3

2010 2009

Equity investments 9,154 10,229
Trademark intangible assets 12,244 8,349
Other 3,404 5,115
24,802 23,693

. FILM INVESTMENTS
As at May 31  As at August 3

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 thireparty-produced film projects 25,034 24,412
97,451 92,180

. ACCOUNTS PAYABLE AND ACCRUED LIABILITIES

As at August 31, 2009, the Company had $8,329 in accrued restructuring expersE®uNnts
payable and accrued liabilities and other letegm 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 substangiglaid in fiscal 2010 and 2011.

. LONGTERM DEBT
As at May 31  As at August 3

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

2F TOHpE: aSYA2N) dzyaSOdzZNBR 3dzZ NI yiSSR y2i3Sa RdzsS (
Concurrent with the closing of theffering 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
suB G YyGAFf e AAYATFINI 02 GKS /2YLIyeQa LINA2N ONBR

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 includetorarlirket payments on

the interest rate swap agreement termination and the wrg# of unamortized financing fees
related to the bank loans that were settled.
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LYdSNBald NraGSa 2y GKS oFlftlFyOS 2F GKS oty f2Fya
LIBOR. As at May 3010, 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 firahking charge on all assets and undertakings of Corus and certain

2F / 2NMzAQ adzoaARAFNARSA d& RSaA3aylFrGSR dzy RSNJ (KS
has undertaken to maintain certain financial covenants. Management has determined #hat th
Company was in compliance with the covenants provided under the bank loans as at May 31, 2010.

7. OTHER LONTERM LIABILITIES
As at May 31  As at August 3

2010 2009

Public benefits associated with acquisitions 3,755 808
Unearned revenue 9,283 8,156
Program rights payable 33,763 25,435
Longterm 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 ¢égsothan twethirds of the
SEAAGAY3 /[t aa | AKFNBaz |y dzyft AYAGSR ydzYyoSNJ 2
{KFNBas¢ovosx +Fta ¢Sttt a y-OeAVAL LBRNIYOXABENIAYE AKE
+20Ay 3 { KI NB & ¢ thares/ahd-Ciass 1 and ClasS ZFPsefeiids Bhargs.
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Issued and outstanding
The changes in the Class A Voting Shares and Class\Botitumn Shares since August 2D09are
summarized as follows:

Class A Class B
Voting Shares Non-Voting Shares Total
# $ # $ $
Balance as at August 31, 2009 3,444,52¢ 26,674 76,608,07¢ 813,928 840,602
Conversion of Class A Voting Shares
to Class B Nakoting 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 3,444,12¢ 26,671 77,544,20: 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 shar@unts:

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 sharegtstanding (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 earnisger share for thethird quarter and yeato-date of fiscal 2010
excluded 28,278 and 258,046 weighted average Class B Ndnting Shares issuable under the
/I 2YLI yeQa {0201 hLIA2Yy tf | ytheaYRONMSR&ESP 1 KSaS 2 LJIA 2

Stock option plan

'YRSNJ GKS /2YLIyeQa {G201 hLWiAz2y ttly O60GKS atfl
ClassB NonVoting Shares to eligible officerdirectors and employees of or consultants to the
Company. The number of Class B Nating Shares which the Company is authorized to issue

under the Plan is 10% of the issued and outstanding Class &®imy Shees. All options granted

are for terms not to exceed 10 years from the grant date. The exercise price of each exqpimis
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GKS YIN]SG LINROS 2F (GKS /2YLIlyeQa aiz201 2y GKS
first, second, third and fourtnniversary dates of the date of grant.

A summary of the changes to the stock options outstanding since Augu2032js presented as
follows:

Number of options (# Weighted averac
exercise price (!

Outstanding as at August 31, 2009 3,389,25C 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 atMay 31 2010, the Company has outstanding stock options2{805,332Class B NeWoting
Shares, of which @98,809are exercisable.

The fair value of each option granted since September 1, 2003 was estimated on the date of the
grant using the BlaeBcholes option pricing model. The estimated fair value of théongtis
amortized to income over the option's vesting period on a stralgi® basis. In fiscal 2010, the
Company has recorded stoblased compensation expense for ttierd quarter and yeatto-date of
$216and $72(2009¢ $344and ®71), respectively.This charge has been credited to contributed
surplus. Unrecognized stoblased compensation expense iy 31 2010 related to the Plan was
$2335.

The fair value of each option granted in fis2@lLO and 2009 was estimated on the date of the grant
usingthe BlackScholes option pricing model with the following assumptions:

Fiscal 201 Fiscal 200
Fair value $ 3.6¢ $3.1¢
Expected life 5.6 year 5.4 year
Riskfree interest rate 2.77% 2.77Y
Dividend yield 3.4% 3.4%
Volatility 28.7% 24.7Y

Performance share units

¢CKS /2YLIye KFa 3aINIYGIGSR t SNF2NXI YOS {KINB ! yAl
entitles the participant to receive a cash payment in an amount equal to the closing price of Class B
NonVoting Shares traded on the Toronto Stock Exchange at theoérile restriction period,

multiplied by the number of vested units determined by achievement of specific perforrizased

criteria. The stockased compensation expense recorded for thigd quarter and yeatto-date in

respect of the PSU plan wad8pand $1,062(2009¢ $45 and $39)), respectively.
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Longterm incentive plan

In the first and second quarters of fiscal 2010, 570,341 units were granted under this plang(2009
263,900 units), with vesting periods between two and five yearke stockbhasedcompensation
expense recorded for théhird quarter and yeato-date in respect of this plan wasl$00 and
$4,092(2009¢ $1,019 and ®,742), respectively.This charge has been credited to other leegn
liabilities.

Units that vested on August 31, Z2D@vere 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 sharesAs a result, the amounts previously credited to contributed surplus were transferred
to other longterm liabilities.

Dividend reinvestment plan

In September 2009, the Company announced that its Board of Directors had approved a discount for
Class B NoNoting Shares issued from treasury pursuant to the terms of its dividend reinvestment
plan. In the firstthree quarters of fiscal 2010, the Compaissuedl131,063Class B NoNoting
Shares, resulting in an increase in share capita@f3B

Other

¢CKS /2YLIlye Ifft2a RANBOG2NE |yR ASYyA2Nkmlyl 3SY:
incentive compensation, respectively, in the form of deferred share units. Each deferred share unit

has the same value as a Class B-Moting Share. Theseetkrred 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 werd 64,682deferred share units outstanding.

. INTEREST EXPENSE

Three months ended Nine months ended
May 31, May 31,
2010 2009 2010 2009
Interest on longterm debt 11,372 6,765 25,223 22,952
Imputed interest on longerm 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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10.0THER 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
Preoccupancy 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 operati@mnputed at the statutory rates

to income tax expense for fiscal 2010 and 2009 is as follows:

12.

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 (294.7
Future tax recovery resulting from tax rate change (14,244 (8.9 - -
Nontaxable portion of capital gains - (1,471 5.2
Other (1,167 (0.7 74 (0.2

35,213 22.1 44,123 (156.8
BUSINESS SEGMENT INFORMATION
¢tKS /2YLIlyeQa odzaAySaa FOUABGAGASE | NBE O2y

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,tmilvgrand 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 aedliconsolidated financial statements, except
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Fa y20SR Ay y24S HW® alyl3aSyYySyd So@lfdzGdSa Stk OK
revenues less direct cost of sales, general and administrative expenses.

Divisional results

Three monthsended May 31, 2010
Radic Televisior Corporate Consolidatet

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 noncontrolling interest 20,090 55,081 (27,197 47,974

Three months ended May 31, 2009
Radic Televisior Corporate Consolidate(

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 goodwitipairment 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 noncontrolling interest (164,834 47,700 (13,996 (131,130

Nine months ended May 31, 2010
Radic Televisior Corporate Consolidatet

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
Debtrefinancing loss - - 14,256 14,256
Other expense (income), net 69 563 6,713 7,345
Income (loss) before income taxes

and noncontrolling interest 55,639 177,207 (73,243 159,603
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Nine months ended/ay 31, 2009
Radic Televisior Corporate Consolidate«

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 noncontrolling interest (140,231 154,567 42,477 (28,141

The Corporate results represent the incremental costarporate 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 fudéils 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

. CAPITAL MANAGEMENT

¢ KS / 2 Yeapitaymdafe@iement 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 itKshdfreRSNR Q Sl dza G & |
term debt less cash and cash equivalents.

Total managed capital is as follows:

As at May 31  As at August 3

2010 2009

Longterm 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 structurlie Company may elect to issue or repay leegnm

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 capitah a number of bases, includimgt debt to segment profit ratio and
RAGARSYR @AStRO® ¢CKS /2YLIlyeQa aidlriSR 2062S0GAQS
at a longterm range of 3.0 to 3.5 times, and maintain a dividend yield in excessb®8.2 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 imposedtalagquirements, and there has been no
OKIy3aS Ay (GKS /2YLIyeQa OFLAGEE YFyYyF3aSYSyd I LILINZ
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14. CONSOLIDATED STATEMENTS OF CASH FLOWS

Interest paid, interest received and income taxes paid eladsified as operating activities are
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 (loasjne

as a result of exposure to foreign currency excharage 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 monthsnded Nine months ended

May 31, May 31,
2010 2009 2010 2009
Direct costs of sales, general and administrative expensi (376 (1,031 (483 335
Other expense (income), net 468 (1,004 (199 1,878
Total foreign exchangéosses (gains) 92 (2,035 (682 2,213

16.ACCUMULATED OTHER COMPREHENSIVE LOSS
As at May 31  As at August 3

2010 2009

Foreign currency translation adjustment (12,014 (11,474
Unrealized gain on availabfer-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, theompany completed the acquisition of the specialty television
services Drivén Classics and SexTV. Thenadian Radio-television and Telecommunications
Gommissionapproved the acquisition on November 19, 2009 and the Company took over ownership
and operation of these services, rebrandasSundance Channel and W Movies, respectively, on
November 30, 2009. The results of operations of these services, as wellrassdets 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 proceduresthe 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 equathich was
accounted for using the purchase method, is summarized below:

Assigned value of net assets acquired:

Broadcast licenses 25,397
Goodwill 18,603
Other longterm liabilities (4,000)

40,000
Holdback (4,000)
Cash consideration given 36,000

18.

19.

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 Il license fees. The settlement included
waiving Part Il license fees that were not collected for the broadogstears 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 theeirst
quarters incurred a chrge of $28 million. This charge is included in segment profit.

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 radidistes. 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 aproximately $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 francgais, veuillez adresser votre
demande dnvestor.relations@corusent.com
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