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CanWest Global Communications Corp.

(www.canwestglobal.com). an international media company >
listed on the TSX {trading symbaols: CGS and CGS.A) and
NYSE {trading symbol: CWG). is Canada's largest media

company, CanWest is Canada's largest publisher of daily
newspapers. and owns. operates and

/or holds substantial
interests in free-

to-air and subscription-based television
networks, out-of-home advertising, websites, and radio
stations and networks in Canada, New Zealand, Australia,

Singapore, Indonesia. Malaysia, Turkey, the United States
and the United Kingdom.
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To Inform. enlighten and entertain people everywhere so as to improve the quallty of their tives.
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Serve the customer. Strive for quality and excellence. Win, but win fairly, with integrity and honesty,
Empower citizens with knowledge. Give back to the community.
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UNAUDITED
{IN T11OUSANDS CF CANADIAN DOLLARS - UNLESS OTHERWISE NOTED)

2006 2005

For the three monih periods ended 31-Aug 31-May 28-Feb 30-Nov 31-Aug 31-May 28-Feb 30-Nov
Consolidated operating results
Revenue 655,185 730,484 645,160 847,796 693,577 793,688 679,571 860.649
Operating income before amortization 771875 116,661 81,493 233.300 83,507 193976 146,339 285,266
Met earnings (loss} from

continuing operations (9,071) 10,442 120,142) 24136 (103.247) 56,054 26,918 32,281
Net earnings {loss) 154 865 13,244 {19,342y 29,505 {106,060 52,697 28.174 35.394
Cash flow from continuing

operating activities 124915 8,309 23,364 {51,300 202,368 71,181 172,326 35,044
Cash flow from operating activities 128197 11,797 25325 {48.385) 214,852 84,044 182,430 55,482
Per share information
Net earnings {loss) from

continuing operations
Basic $(0.05) $0.06 $(0.11) $0.14 $(0.58) $0.32 $0.15 $0.18
Diluted $(0.05) $0.06 ${0.11} $0.14 ${(0.58) $0.32 $0.15 $0.18
Met earnings {loss)
Basic $0.87 $0.07 $(0.11} $0.17 $(0.60) $0.30 $0.16 $0.20
Diluted $0.87 $0.07 $(0.11) $0.17 $(0.60) $0.30 $0.18 $0.20
Trading Statistics
Trading valumes - TSX

Subordinate voting shares 13,830,828 35,609,675 36,065,413 54,129,343 52 752,900 35382500 43139300 468,733.400

Nonwvoting shares 528,337 392,680 474,159 463,580 374,600 402 900 510.700 387,200
Trading volumes - NYSE

Noreoling shares 158,000 93,000 212,300 219,200 127,600 148.100 276.100 221,500
Market price of subordinate

voting shares

High $9.53 $10.28 $10.38 $15.43 $15.78 $15.59 $15.75 $13.25

Low $7.92 $8.00 $3.80 $9.79 $12.99 $13.02 $12.80 $9.15
Market price of nonoting

shares - ToX

High $9.43 $10.90 $10.34 $15.40 $15.75 $15.68 $15.65 $13.21

Low $7.90 $8.52 880 $9.92 $12.90 $13.05 $12.75 $5.05
Market price of non-voting

shares - NYSE

High US$8.51 1JS38.80 US$R 90  US$I305 US$HI304  USH1282  USEIZ95  USEILQ0

Low Us$7.13 18%7.86 US$7.71 US$2.80  US%1055 USHI04S USTI0A8  USS 706




OPERATING RESULTS

The challenging situation at our Canadian broadcasting operations continued
in fiscal 2006. Revenues and EBITDA performance were again significantly
below the results of the previous year with revenues declining by 6% to
$656 miliion and EBITDA down by 75% to $31 millicn. mainly due to lower
revenues and higher program acquisition costs required to build back a
higher rating schedule.

We clearly have much work to do to restore broadcast marging and
operating profits to acceptable levels. Following three very difficult quarters,
our Canadian broadcasting operations began 1o show signs of improvement
late in the year with conventional and specialty television showing year-over-
year revenue gains in the fourth quarter. As we move into fiscal 2007, an
improving schedule at the Global Television Network should help to
cement this positive trend.

The fall schedule of the Global Television Network was received well
by advertisers and viewers. Increased irvestment and careful selection and
scheduling of new and existing programming is beginning lo pay off. Four of
Global's programs, Survivor: Cook Istand, which again became the number
one show on Canadian television, medical drama House. Prison Break
and reality show Rock Star SuperfNova cracked the top-ten list in the early
weeks of the 2006 fall season. Global National continued to make gains
over the competition and is now Canada’s number one national news
program, consistently attracting more viewers than its CTV and CBC rivals.

ET Canada continues 1o score with viewers in the early evening, setting
up Global's primedime schedule. £7 Canada captured the top spot and il
remains the number one Canadian entertainment news magazine in its
key demographic groups A18-49 and A18-34. BBM Canada reporis that
over half a million people tune in to £7 Canada every night.

Our seven digita! specialty channels, Oejaview, Lonestar, Men, Fox
Sports, Xtreme Sports, CoolTV and Mystery, gained mare than ane miillion
new subscribers in fiscal 2006 with the total number of digital subscribers
increasing by 23.4% to over 6 millon, In June 2006 Global rebranded and
relaunched its analog speciatty channel Prime as TViropolis, with a lively
and contempaorary new brand image and a sparkling new schedule of hit
series from the more recent past, including Seinfeld, Frasier, and Married
with Children. Early indications are very encouraging with much improved
ratings and renewed interest of advertisers in spending on TVtropolis.

Global TV became a leader in online distribution, being the first Canadian
broadcaster to negotiate streaming rights to major ULS. programs including
hits such as Survivor. Deal or No Deal and 1 vs. 100. In addition. Global
National is now available through video podcasts and bbTV, an advertising-
supported new service that makes video of Global National and other Global
programming available to Blackherry users. Revenues for some of these
startup onling products and services are relatively modest for now, but they
will build and, more impartant, they are just the start. Exciting new online
products are in the pipeling that will keep the Company in the forefront of
multimedia publishing in Canada.
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Looking beyond the annual battle for ratings and advertiser attention,
fiscal 2006 was the third consecutive year in which the results of our Global
Television Network were affected by the impact of difficult structural challenges
affecting the entire television industry.

Unlike specially television. over-the-air networks like Glabal rely tolally
on advertising revenues to fund acquisition of expensive first-run Canadian
and international programming. They also depend on advertising revenues
to cover the costs of providing news and other local programming at
network-owned stations across Canada. Specialty channels do not incur
the expense of unprofitable local programming and they do not have
expensive and mostly unprofitable local station infrastructure lo maintain.
Although total television industry advertising revenue continues to grow
modestly. those advertising revenues are shared with an ever-increasing
number of specialty channels. The inevitable result is that the conventional
television industry is experiencing a persistent and long-term decline in
its share of total industry revenues. Significantly, and unlike conventional
television, specialty channels also receive a share of the monthly subscription
fees paid by consumers to cable and satellite providers.

The challenges to conventicnal television, brought about by digital
technglogy and eradication of barriers to entry of low-cost competitors, require
different regulations than those currently in place. They have triggered a
policy review af television regulations by the Canadian Radio-television and
Telecommunications Commissicn {the "CRTC") that is now under way. We
will be pressing the CRTC review to address what we believe to be a significant
regulatory imbalance between conventional and specialty television.

Qur publications group, consisting of our newspapers and interactive
operations. registered a 2% gain in revenues in 2006. Start-up costs associated
with the free commuter magazine Dose, combined with CanWest's share of
losses in the Metro joint venlure, which produces free commuter newspapers
in Vancouver and Ottawa, had a negative impact on the profits of our
publications greup. Continuing. but declining. losses at the National Fost,
together with restructuring costs and some increase in payrolt and distribution
expenses. contributed to a 3% decline in EBITDA of the publications group to
$248 million for the year. The fourth quarter brought significant improvement
to the operating results of the pubiications group as cost reduction
measures initiated earlier in the year began to take hold. Reverues in the
fourth quarter grew by 1%, but EBITDA increased by 36% in the quarter.

At the same time, our expanding multimedia products and services
represent an important stralegic growth opporiunity. Our canada.com
network remains one of Canada's leading peneral news and information
websites with 3.5 million unique visitors every month, up 27% from one
year ago. We are much betler today at translating visitors o our websites
into new webrhased revenue and profits. Specifically, our new classified
sites. warking.com. driving ca, renting.ca, celebrating.com, connecting.com,
shopping.ca and remembering.ca, address directly the migration of some
categories of classified advertising from newspapers to online sites. Qur
anline strategy extends well beyond classified advertising sites. All of our
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major daily newspapers are available by subscription in identical electronic
format on the Internet. We have added video broadcast monitoring to the
profitable media monitoring services offered by FPinfomart.ca with coverage
of 85 television news services

EBITDA declines of $27 million in our South Pacific operations are
attributable to weakness in Austraifan and New Zealand currency
translation rates relative to translation rates in the previous year.

I Australia, TEN continued 1o dominate its target demographic. A
long-term pragramming acquisition deal with 207 Century Fox Broadcasling
and a new deal to extend television rights for the Australian Football League
through 2011 should further sclidify TEN as the preferred choice of young
adult viewers in that country.

Unfortunately. an abrupt slowdown in the Australian television
advertising market that took hold in the spring of 2006 combined with the
stronger Canadian dollar to affect TEN's results in fiscal 2006. Network
TEN experienced a sharp pull-back from the outstanding financial results
of previous years, with television revenues down by 16% to $656 million
compared to $783 million in the previous year Television EBITDA was
$197 million. a decline of 33% from last year's result of $294 million.
There were encouraging signs at the end of the fiscal year that the Australian
market was firming and that financial results should begin to stabilize as
we mave into the new fiscal year.

Eve Corp, TEN's out-of-home advertising subsidiary. recorded a 1%
increase in revenues to $109 million compared to $108 million last year.
Eve Corp's EBITDA was down by 15% to $20 million compared o $23 million
in fiscal 2005, Some of the EBITDA decline was a result of start-up costs
associated with winning and implementing tenders. Eve Corp won a major
international multryear contract at Britain's second largest airport operator,
the Manchesler Airpoits Group Plc. {MAG). to manage the advertising
concessions at the Manchester, Moltingham tast Midlands and Humberside
Airparts, commencing June 1, 2006. MAG's airports serve approximately
30 million passengers annually. Eye Corp’s atrport division - Eye Fly - serves
some 200 million passenger inovements annually with 19 airports in Australia,
New Zealand, Indonesia, Singapore and the MAG airports in Britain. Following
the end of the year, Eye Corp announced a major expansion into the U.S.
through the acquisition of a U.S. shopping mall advertising company that
will bring Eye Shop to over 200 shopping malls in 42 U.S. states.

The effects of the stronger Canadian dollar and a downtum in
bicadcast adverlising were also evident in New Zealand, affecting our radio
and television broadcasting operations in that market. Revenues declined
by 11% and EBITDA dropped 12% compared to the prior year. Revenues
at TvWorks were down 11% to $109 million. with EBITDA for the year
declining by 14% to $26 million Excellent ratings continued for TViorks'
new curtent affairs program, Campbel! Live. and its relaunched evening
news program 3News, providing a strong lead-in for 3's excellent prime-
lime schedule. RadioWorks recorded a 10% revenue decline for the year
to $84 million, while EBITDA of $24 million at RadicWorks was 5% below
the result in 2005 CanWest MediaWorks NZ declared a final 2006 dividend
of NZ3.9 cents per shate payable in November, which will result in aggregate

dividends of NZ$13.3 million to be received by CanWest for fiscal 2006
As in Australia, the market downturn appeared to moderate in the fourth
quarter giving us reason to be optimistic that the tinancial results will
stabilize in fiscal 2007

For detailed information on the performance of CanWest's Canadian
and international operations for the 2006 financial year, please see the
“Management’s Discussion and Analysis™ section beginning on page 10
of this report.

One of our core values is to give back to the community, and in this
year our efforts created even more success and improved the lives of more
neople. A separate report on our philanthropic activities is contained on
page 9 of this document.

OUTLOOK

Locking ahead, our focus in the coming year will again be on sharing up
our Canadian operations and pressing on with cost reduction initiatives that
are essential to restore operating margins at our television and newspaper
and interactive operations. Cost reduction initiatives in 2006 helped in
accomplishing the modest gains that bacame evident, particularly in our
newspaper operations, as the fiscal year drew to a close.

Qur newspaper business fundamentals remain strong, but the
gradual long-term trend away from the printed newspaper, particularly
among young adults, requires that we persist in developing and rolling out
new Inlernet-based products. These include revenue-generating classified
adverlising sites as well as other online products that serve the growing
demand for nontraditional, electronic sources of news, information and
entertainment. An important chaltenge is to create more attractive and
effective online and wireless platforms that are capable of generating
revenues and profits via subscriptions and/or advertising.

As noted, the challenges at Canadian television go well bevond
operating efficiencies and cost manragement, although these remain
important priorities. Improved ielevision ratings remain a key operating
priority, but high ratings alone will not guarantee that margins and cperating
profits from Canadian broadcasting will return to the peak levels of earlier
years. We will focus on programming invesiments. of course, but also on
building cur audience on the web and mobile platforms. In addition, we
will work diligently to address structural issues in the industry and seek
a rebalancing of the regulatory environment within the framework of the
conventional television review now under way by the CRTC.

We made some small but imparlant investments in European radio,
in what we believe are high-growth markets. We will continue to look for
opportunities in high-growth markets, subject to our desire to reduce
carporate debt and to ensure our existing operations receive the capital
necessary o grow.
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This Managewient {Yscussion and Analysis contains certain
comments or forward-lookiig statements about our objectives,
strategics, financial conditions, resudts of operations and businesses.
Statenents that are not historical facts are forward-looking and
are subfect to important risks, wncertintics aved asstonptions.
These statements are based on our current expectations about our
brsiness aud the markets we operate ing and on various cstimates
and assnptions. The results or events predicted in these forward-
looking statements may differ materially from actual resulls or
cvenis if knowst or unknown risks, trends or uncertainties affect
our busiviess, or if our estimates or assuniptions turi out to be
inaectrate. As o resuft, there is wo asstrance that the circunistances
descrilied in any forward-looking statement will iaterialize.
Significant and reasonably foresceable fuctors that could cause
onr resudts to differ materially from our cirrent expectations are
discussed i the section entitled “Risk Facrors™ contained b our
Anneal Information Fornt jor the year ended Augost 31, 2006 filed
by CanWest Global Contmnications Corp. with the Canadian
sectiritios commniissions (available on SEDAR at wwwesedar.com).
Wo disclaim any intention or obligation 1o updare any forward-
leoking staterent cvent If new iformation becomes availuble,

as a result of furure events or for any other reason.

November 2, 2006

OVERVIEW

CanWest is an international media company and is one of Canada's largest
media companies. CanWest is Canada’s largest publisher of daily newspapers.
and owns, operates and/or holds substantial interests in free-to-air and
subscriptionbased television networks, out-ofhome advertising, websites, and
racdio stations and networks in Canada, New Zealand, Australia, Singapore.
Indonesia, Malaysia, Turkey, the United States and the United Kingdom.

SELECTED ANNUAL INFORMATION
Year ended August 31

2006 2005 20040
$000 3000 $000
Revenue 2.878.625 3.032.485 2,877,243
Net earnings from continuing operations 5365 12,006 187,584
Nel earnings (loss) 178,672 10,205 {13.609)
Net earnings from continuing operations per share
Basic $0.03 $0.07 $1.06
Diluted $0.03 8007 $1.06
Net earnings (loss) per share
Basic $1.0 50.06 $(0.08)
Diluted $1.01 $0.06 $(0.08)
Total Assets 5,642,808} 5,330,310 5573643
Long-ierm liabilities 3,668,960 3.433,345 3,502.813

1 Revised: The 2005 results have been revised to reflact the adoption of the Canadian Institule
of Chartered Accountanis, Emerging Issues Committee abstract 158 Congition Asse! Retwernen!
Obtgasons, ["EIC 1587, resulbing in an adjustment to liabilties to reflect ihat certain ol our asséls
have condimional asset renrement obligabions associated with them (See note 1 to the audited

consalidated financial staternents) as well as to reflect the classificason of our leeland TV segment
and Canadian radio operaticns as discontinued (See note 15 0 1he audited consolidated hnancial
statements). The 2004 resulis were also revised (o reflect the adoplion of EIC 159 and 10 reflect

the classificaton of our irelind TV segment and Canadian radio operations
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KEY FACTORS AFFECTING SEGMENT REVENUES
AND OPERATING INCOME
TELEVISION BROADCAST
We have three lelevision segments, one for each country in which we carry
on such operations, Our Canadian television segment includes our television
networks in Canada as well as our specially channels Our New Zealand
lelevision segment operates 3 and C4 in New Zealand. Our Australian
telavision segment includes our interest in TEN Group Pty Limited {"TEN
Group™), which owns and operates TEN Television Network (“Network TEN").
We generate the majority of our television revenues from the sale of
advertising. with the remainder generated from subscriber revenues eamed by
our specialty channels and the sale of broadgcast rights to our programming.
Demand for television advertising is driven primarily by advertisers in the
packaged goods, automotive, retail and entertainment industries and is
strongly influenced by general economic conditions. The atiractiveness of
aur programs to advertisers and the rates we charge are primarily a function
of the size and demographics of gur viewing audience. The dependence
of our adverlising revenues on the ratings performance of our television
programs makes our television revenues less predictable than our
publications revenues.

PUBLICATIONS AND INTERACTIVE

Cur publications and interactive sepment includes our Canadian newspaper
operations as well as our internet operations including the canada.com
web portal. Qur publications and interactive revenues are primarily earned
from newspaper advertising and circulation revenues from our newspapers.
Our newspaper and interactive advertising revenues are a function of the
volume or Iinage of advertising sold and the rates we charge. Circulation
revenues are produced from home-delivery subscriptions for our newspapers
and single-copy sales at retail outlets and vending machines and are a
function of the number of newspapers we sell and the average per copy
prices we charge.

RADIO

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

QUTDOOR ADVERTISING

Qur outdoor advertising segment consists of TEN Group's wholly owned
subsidiary. Eve Corp which generates revenue from the sale of out-of-home
advertising. Eye Corp's advertising revenues are a function of overall cutdoor
advertising demand and rates. Eye Corp's advertising rates are primarily a
function of the number and demographics of the audience for Eye Corp's
displays.

FOREIGN CURRENCY EFFECTS

Our Australia, New Zealand and Turkey operations expose our segment
revenues and operating expenses to fluctuations between the Canadian
dollar and the Australian dollar, New Zealand dellar and New Turkish Lira,
respectively. A decline in value of the Canadian dollar against those
currencies increases the Canadian dollar equivalent of the revenues and
expenses we record in those currencies. An increase in the Canadian
dollar has the opposite effect. During fiscal 2006, the Canadian dollar
appreciated against the Australian dollar by 8% and the New Zealand
dollar by 13%, as compared to currency translation rates fer the same
period in the prior year. Since the completion of our acquisition, the
Canadian dollar has appreciated againsl the New Turkish Lira by 9%.

SEASONALITY

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

ACQUISITIONS AND DIVESTITURES

We have made a number of acquisitions and diveslitures that affect the
comparability of our resulis from period to period.

* |n July 2004, we completed the initial public offering and refinancing
of our New Zealand operations, which reduced our ownership from
100% 1o 70%.

In September 2004, Eye Corp acquired the remaining 50% of Eye
Shop Pty Limited {formerly Eye Village Joint Venture). In addition,

in July 2005, Eye Corp acquired 100% of Eye Drive Melbourne Pty
Limited (formerly Southcoast Pty Limited).

In September 2005, we acquired a radio licence o operate a station
in the Solent region of the United Kingdom. This radio station, Original
106 FM, commenced operations in October, 2006. In September 2006,
we were awarded a second radio roadcast licence in the U.K. in Bristol.
In October 2005, we completed the initial public offering of the
CanWest MediaWorks Income Fund, which reduced our ownership

of our publications and interactive operalions and certain shared
services from 100% to 74.2%.

In April 2006, we acquired economic centrol of the assets and
operations of four radio stations in Turkey.

In June and July 2006, Eye Corp acquired the remaining 50% of

Eye Gutdoor Py Limited, 100% of Outdoor Plus Pty Limited and

100% of Eye Corp (USA) Inc. (formerly Media Choice).

* In August 2006, we completed the sale of TV3 Ireland.

CRITICAL ACCOUNTING ESTIMATES

The preparation of financial stalements in accordance wilh accounling
principles generally accepted in Canada requires management to make
estimates and judgments that affect the reparted amounts of assets,
liabilities, revenue and expenses, as well as the disclosure of contingent
assets and liabilities. Management bases its estimates and judgments on

1
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historical experience and other factors that are believed to be reasonable
under the circumstances. Actual results may differ from these estimates
under different assumptions or conditions.

We have identified below the critical accounting estimates that we
believe require significant judgment in the preparation of our consolidated
financial statements. We consider these accounting estimates to be critical
because changes in the assumptions or estimates we have selected have
the potential of materially impacting our financial statements. For a summary
of ali of our significant accounting policies, see note 1 to our audited
consclidated financial stalements,

GOODWILL AND INTANGIBLE ASSETS

We estimate the useful lives of intangible assets primarily based on their
contractual ferms and renewability, and on historical customer turnover rates.
Significant changes in these factors could result in changes to the life of
intangible assats. As at August 31, 2006 we had $1.097 million of indefinite
life intanigible assets and $77 million of finite life intangible assets.

In performing the annual impairment iesting of goodwill and indefinite
life intangible assets, we make a number of assumgticns and estimates in
determining fair value. The fair value definition used is the ameunt at which
an asset or reporting unit could be bought or scld in a current transaction
between arms length parties. The determination of that fair value is performed
using one or a combination of valuation techniques. Valuation for indefinite
life broadcast licences have baen determined using an income approach and,
mare specifically, the "Greenfield Approach™ in which the value is determined
based cn the present value of the required resources and eventual returns
from the build cut of an operational network and the acquisition of advertisers,
starting with only the broadcast licences as assets. The valuation of mastheads
is performed using a relief from royalty methodology. For the vatuation of
goodwill we utilize a combination of a market approach and an income
approach. The market approach is used where comparable public market
data is available. In applying the income approach we estimate future cash
flows for the reporting unit based on our business plans as well as a
consideration of expected industry growth rates and inflation rates. In
addition. an estimate of the residual value for the reporting unit is made
considering precedent transactions for comparable companies and other
mavket factors. The value of the reporting unit is determined based on the
present value of these cash flows discounted using an appropriate risk-
hased rate of refurn. Had different assumptions or valuation techniques
been used in performing the impairment testing at August 31, 2006, the
carrying value of intangibles and goodwill might have been different. As at
August 31, 2006 we had $1,174 million of intangibles and $2,418 million
of goodwill on our balance sheat,

The valuation of our Canadian felevision segment with a goodwill balance
of $481 million was based on business plans that anticipate achieving
improved profitability over the next three years. Failure to achieve the targets
established in the business plan may result in a goodwill impairment.

ANNUAL REPQRT 2006

INCOME TAXES

We are subject to income taxes in Canada and numercus foreign jurisdictions.
Significant judgment is required in determining the worldwide provision for
income taxes. During the ordinary course of business, there are many
transactions and calculations for which the vltimate tax determination is
uncertain, Management uses judgment and estimates in determining the
appropriate rates and amounts in recording future taxes, giving consideration
to timing and probability. Actual income taxes could significantly vary from
these estimates as a result of future events. including changes in income
tax law or the outcome of reviews by tax authorities and related appeals.
To the extent that the final tax outcome is different from the amounts that
were initially recorded, such differences will impact the income tax provision
in the penicd in which such determination is made. Our income tax recovery
was $76 million for the year ended August 31, 2006. Future tax assets were
$196 million, while future tax liabilities were $140 million at August 31, 2006.
See note 13 to our audited consolidated financial statements.

ACCOUNTING FOR PENSION AND OTHER BENEFIT PLANS

The cost of defined benefit pensicn and other retirement benefits earned
by employees is calculated based on management's estimates of expected
plan investment performance, salary escalation, retirement ages of employees.
the discount rate used in measuring the liability and expected health care
costs. For fiscal 2006 and 2005, based on the investment mix. current
vields and experience, management estimated the longterm rate of return
on plan assets to be 7.25%. For the same periods, the discount rate used
in measuring the liability was 5.75% and 5.35%. respectively. The discount
rate was estimated by applying Canadian corporate AA zero coupen bonds
to the expected future benefit payments under the plans. For fiscal 2006
and 2005, management assumed that salaries would increase by 3.00%
and 3.50%, respeciively. The defined benefit pension and other retirement
benefit expense we recorded for the year ended August 31, 2006 was

$31 millicn. As at August 31, 2006 our total plan assets were $347 million,
our obligations were $529 million resulling in an aggregate plan deficit of
$182 mitlion. For accounting purposes the effect of certain items which
impact the valuation of the liability are deferred and amortized over the
average remaining service life of our employees. As at August 31 the total
aof these amounts which reduces our Liability for accounting purposes is
$140 million which is being amartized over 12 vears for pension plans and
16 vears for postretirement benefit plans. Use of different assumptions
would vary results.

BROADCAST RIGHTS

At August 31, 2006, we had $219 million in broadcast rights. Broadcast
rights represent the right ta air various forms of programming. Broadcast
rights and the carresponding payable are recorded when the licence period
begins and the programs are available for air. Foreign programming is
primarily acquired on a “pay-for-play” basis and is immediately aired,
while some foreign and most domestic programming may be carried in
inventory and amortized cver a series of plays. Management must use

>
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estimates and judgment in determining the useful lives and carrying
values of broadcast rights. Estimates of useful life relates to the expected
number of plays aver which the cost of acquiring the rights are amortized,
while estimates of value primarily relate to the time slots in which the
programs will be aired. Inventories are reviewed regularly to ensure that
the net realizable value of the broadcast rights exceeds their book value,

CHANGES IN ACCOUNTING POLICIES

During 2006. we applied the infarpretations of the Caradian Instiute

of Chartered Accountants Emerging Issues Committee abstract 159
Conditional Assef Retirement Obligations (“EIC-159"). Under EIC-158,

a liability should be recognized if the entity has sufficient information to
reasonably estimate the fair value of the asset retirement obligation. We
have determined that we have conditional asset retirement obligations on
certain of our assets, and accordingly, have recognized a liability in the
year. The change has been accounted for retroactively with restatemient.
The impact of the change has increased the cost of property plant and
equipment by $1.3 million (2005 - $1.3 million), increased accumulated
amortization by $0.6 million (as at August 31. 2005 - $0.5 million),
increased future tax asset by $0.2 million (2005 - $0.2 million),
increased assel retirement obligation by $3.8 million (2005 - $3.6 million),
decreased future income taxes liability by $0.8 million (as at August 31,
2005 - $0.8 million), decreased minority interest by $0.1 million (2005 -
$ 0.1 million}. increased amortization expense for the year ended August 31,
2006 by $0.2 million (2005 - $0.2 million), decreased future tax expense
for the year ended August 31, 2006 by a nominal amount (2005 - $0.1
million), and decreased net eamings for the year ended August 31, 2006
by $0.3 million (2005 - $0.1 million) with no impact on basic or diluted
earnings per share for the year ended August 31, 2006 and 2005. Opening
retained earnings for the year ended August 31, 2006 has been decreased
by $1.8 million {2005 - $1.7 million).

The Canadian Institute of Chartered Accountants Emerging lssues
Committee of the Accounting Standards Board issued EIC 161, Discontinued
Cperations {"EIC 1617). EIC 161 addresses the allecation of interest expense
to discontinued operations based on the principal amount of debl that will
or could be paid with the proceeds from the sale of such operations. EIC 181
also specifies that general corporate overhead expenses may not be allocated
te discontinued operations. EIC 161 applies to all disposal transactions
initiated after April 12, 2006. The Company applied EIC 161 prospectively
and it did not have an impact on the Company’s resulis of operations or
financial posilion.

FORTHCOMING CHANGES IN ACCOUNTING POLICIES
FINANCIAL INSTRUMENTS, HEDGES AND COMPREHENSIVE INCOME
The Canadian Institute of Chartered Accountants Accounting Standards
Board has issued CICA 3855, Financial instruments - Recogriftion and
Measurement. CICA 3865, Hedges, and CICA 1530, Comiprehensive Income,
which we will apply in our fiscal vear beginning on September 1, 2007,
CICA 3855 prescribes when a financial asset, financial liability, or non-

financial derivalive is to be recognized on the balance sheet and the
measurement of such amount. It also specifies how financia! instrument
gains and losses are to be presented. CICA 3865 is applicable for designated
hedging relationships and builds on existing Canadian GAAP guidance

by specifying how hedge accounting is applied and what disclosures are
necessary when it is applied. CICA 1530 introduces new standards for
the presentation and disclosure of components of comprehensive income.

Comprehensive income is defined as the change in net assets of an
enterprise during a reporting peried from transactions and other events
and circumstances from non-owner seurces. It includes all changes in net
assets during a period except those resulting from investments by owners
and distributions to owners. We are currently considering the impacts of
the adoption of such standards.

The Canadian Institute of Chartered Accountants Emerging Issues
Commiitee of the Accounting Standards Board has issued EIC 162, Stock-
Based Compensation for Employeas Lligible fo Retire Before Vesting Date
("EIC 1627). which must be applied by us in the first interim period ending
subsequent to December 31. 2006. EIC 162 prescribes that the stock-
hased compensalion expense for emplovees who will become eligible for
retirement during the vesting period should be recognized over the period
up to the eligible retirement date. In addition, if the employee is eligible for
retirement on the grant date. the entire siock-based compensation expense
should be recognized on the grant date. We are currently cansidering the
impact of the adoption of such standards.

INTERNAL CONTROLS OVER FINANCIAL REPORTING

There have been no changes in our internal controls cver financial reporting
during the year ended August 31, 2006, that have materially affected or are
reasonably likely to materially affect, our internal contral over financial reporting,

OPERATING RESULTS

iINTRODUCTORY NOTE

Segment operating profit.

In the discussion that follows, we provide information concerning our
segment operating profit. See note 24 to our audited consolidated
financial statements. Management utitizes segment operating profit as a
measure of segment profitability in making strategic resource allocations.

Operating income before amortization

We also discuss our consolidated apetating income before amortization.
We pravide this measure because we and our lenders and investors use
operating income before amortization to measure performance against our
various leverage covenants, Operating incame before amortization is not

a recognized measure of financial performance under Canadian generaily
accepted accounting principles {"GAAP"). Investors are cautioned that
operating income before amartization sheuld not be construed as an
alternative to net earnings determined in accordance with GAAP as an
indicator of cur performance. Qur method of catculating operating income
before amortization may nat be comparable to similarly titled measures
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used by other companies. A recongiliation of operating income before
amortization to net earnings. which is the most closely comparable GAAP
measure. is set forth below under "Reconciliation of Non-GAAP Financial
Measures” section of this report.
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FiSCAL 2006 COMPARED TO FISCAL 2005

Following is & table summarizing segmented results for the year ended
August 31, 2006 and August 31, 2005, See note 24 1o our audited
consolidated financial statements:

Revenye Segment Operating Profii
2006 2005 2006 2005
5000 2000 $000 000
Operating Segments
Publications and Interactive - Canada 1,258,455 1,228,851 248 429 254,875
Television
Canada 656.275 £96.106 31,487 126.425
Australia - Network TEN 656.306 783,315 197,229 293528
New Zealand 108,886 122,995 25939 30,110
1,421,467 1.602.416 254,655 450,063
Radic
New Zealand - RadioWorks 83926 93.428 23,990 26,392
Turkey 5,726 - 2,610 -
89.652 93.428 26600 26,392
Outdoor - Australia 105.051 107.790 15,593 23,173
Corporate and other - - {39,928) {32,005)
Total 2873620 3032485 509,348 722438
Ravelsion management contract termination - {12.750)
Operating income before amartization 509.3492 709,688¢

U Revised 1o reflect the classification of our Ireland TV segment and Canadian radic siations as discontinued operations.

12) See ~Recanciliation of Mon-GAAP Financial Measures.”

CONSOLIDATED RESULTS

Revenues. Consolidated revenues of $2.879 million ior the year ended
Avgust 31, 2006. declined $154 million, or 5%, from $3,032 for the year
ended August 31, 2005. Revenues for the vear ended August 31, 2006
reflected a 13% decrease in revenues from international media cperations.
a 6% decrease for Canadian television revenues which was partially offset
by a 2% increase in Canadian publications and interactive revenue. The
decrease in the intealional operations in part reflects the strengthening
Canadian dollar against the Australian and New Zealand doliars.

Operating expenses. Consolidated operating expenses {including selling.
general, and administrative expenses) before amgrtization for the year
ended Augusl 31, 2006 increased $46 million, or 2%, to $2.36% million
from $2,323 million in fiscal 2005. This increase reflects local currency
expense increases in all operations partially offset by the effect of the
strengthening Canadian dollar on conversion of operating expenses of

our internationa! operations.

Ravelston managernent contract termination. In fiscal 2005, we
incurred a charge of $13 million related to the termination of our Ravelston
management contract

Operating income before amortization. Consolidated operating income
before amortization for the year ended August 31. 2006 decreased by
$200 million, or 28%, to $509 million from $710 miliion for fiscal 2005.
The decreass in operating income before amortization reflects reduced
operating resulls as well as the impact of the strengthening Canadian
dollar on conversion ¢f results of our internaticnal media operations.
Utilizing the prior year's currency translation rates in translating fiscal
2006 results to Canadian dollars weuld have increased current year
operating income before amortization by $27 million.

Amortization. Amortization of intangibles was $12 million for the year

ended August 31, 2006 compared to $20 million for fiscal 2005, Amortization
of intangibles decreased because one intangible asset was fully amortized
in the second quarter of 2006. Amartization of property plant and equipment
was $94 million for the vear ended August 31, 2006 compared o $91 million
for fiscal 2005. reflecting addiions made during both fiscal 2006 and 2005.

Interest expense. Interest expense was $194 million for the year ended
August 31, 2006 compared ta $251 million in fiscal 2005, primarily reflecting
a reduced level of debt as a result of our repayment of debt in both fiscal
2006 and 2005,
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Interest rate and foreign currency swap losses. For the year ended
August 31, 2006, we recorded losses of $13% million to adjust the baok
value of certain swap instruments to fair value af the balance sheet date.
Swaps that do not qualify for hedge accounting, primarity because the
related debt has been seltled. are marked to fair value through earnings.

There was a substantial increase in the notional amount of such
overhanging swaps in the first quarter as a result of the debt settled.
A nurnber of swaps were also settled in the first quarter as described
in the "Canwest MediaWorks Income Fund and related transactions”
section of this report, which reduced our exposure to fluctuations in
fair vaive. This compared to losses of $121 million in fiscal 2005.

Foreign exchange losses. We recorded foreign exchange losses of
$8 million for the year ended August 31, 2008, primarily related 1o
our inter-company advances to our Turkish aperations as a result of
the weakening New Turkish Lira relative to the Canadian doliar. These
foreign exchange losses are realizable on a current basis because the
intention is that the intercompany loans will be repaid.

Investment gains. We recorded investment gains of $102 million for the
year ended August 31, 2006, compared to nominal investment gains for
fiscal 2005. The gain lor the year ended August 31, 2006 relates to the
dilution gain of $101 million recorded on the sale of 25.8% of the Limited
Parinership to the CanWest MediaWorks Income Fund and @ gain of

$1 million on the disposal of noncore assets. The gains in 2005 were
primarily due to gains on disposal of non-core assets.

Goodwill impairment. In fiscal 2005, we performed our annual
impairment testing and determined that the value of poodwill related
to the National Post was impaired and as a result, recorded a goodwil!
impairment loss of $41 milion

Asset impairment. For fiscal 2005, we performed our annual impairment
testing and determined that the value of circulation of the Nationaf Post
was impaired which resulted in a loss of $10 million.

Loss on debt extinguishment. During fiscal 2006, we completed a tender
offer and consent solicitation through which we retired substantially all of
our 10.625% Subordinated Debentures due May 2011 and our 7.625%
Subordinated Debentures due April 2013, The excess of the cost of the
tender offer and consent solicitation over the book value of the old debt
together with certain costs of seftling the debt has been charged to eamings
for the vear ended August 31, 2006 as a loss on debt extinguishment

of $117 million. During year ended August 31, 2005, we exchanged our
12.125% Junior Subordinated Notes for the 8% Senior Suberdinaled Notes
and recorded & loss on debt extinguishment of $44 million.

Income taxes. Qur income tax recovery was $76 million for the year ended
August 31, 2006 compared to income tax expenses of $20 million for fiscal
2005. The effective tax rate for the vear ended August 31, 2006 was below
our statutory rate of 34% due to adjustments in the income tax expense
including: $46 million related to the non-taxable dilution gain, $ 14 million
recovery due to the resolution of cerfain tax disputes, $16 miliion related
to the allocation of limited partnership eamings to the minority interest, the
effect of nor-taxable capitai gains of $2 million, the effect of a decrease in
future tax rates of $5 million, $4 million related to the effect of vaiuation
allowance on future tax assets and $9 million due to foreign income tax
rates being lower than the Canadian income tax rates partially offset by a
pravisicn of $6 million related to non-deductible expenses and $3 million
related to non-deductible foreign exchange losses. See note 13 of our
consolidated financial staterments for the income tax rate reconclliations.

Minority interest. For the year ended August 31, 2006, we recorded
minority interest charges related to the 30% mincrity interest in CanWest
MediaWorks (NZ) Limited {“CanWest MadiaWorks (NZ)") of $6 millicn,
the 43.6% minority interest in TEN Group of $54 million and the 25.8%
rAinority interest in the Limited Parinership of $43 million. The minority
inferest charge related to TEN Group decreased by 40% and CanWest
MediaWorks (NZ) decreased by 17% for the year ended August 31, 2008,
as a resLlt of decreased net earnings for each of these entities. There was
no minarity interest charge related to the Limited Partnership during fiscal
2005 because it was wholly owned to Gclober 12, 2005.

Net earnings from continuing operations. Cur net earnings from
continuing operations for vear ended August 31, 2006 were $5 million, or
$0.03 per share, comparad to $12 million, or $0.07 per share, for fiscal 2005.

Discontinued operations. Net earnings from discontinued operations were
$10 million for year ended August 31, 2006 compared ta a foss of $2 million
for fiscal 2005 These earnings reflect the operations of our Fireworks
entertainment operations which were sold in July and September 2005,
the results of operations of TV3 ireland which was $old on August 31, 2000,
as well as the results of our two Canadian radic stations which we have
agreed to sell with closing subject to regulatory approval. In addition, the
sale transaction for TV3 Ireland closed August 31, 2006 which resuited

in a gain on sale of $164 million, net of tax of $6 million,

Net earnings. Our net earnings for the year ended August 31, 2006
were $179 million, or $1.01 per share, compared to $10 million, or
$0.06 per share, for fiscal 2005.
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SEGMENTED RESULTS

Publications and interactive

Revenue. Publications and interactive revenues for the year ended August 31,
2006 increased by $30 million, or 2%, to $1,258 million, compared to
revenues of $1.229 million for fiscal 2005. Advertising revenues increased
by 2% as a result of growth in revenues reflecting a slowdown in classified
advertising revenues offset by increased revenue from inserts, national and
retail advertising. Total linage sold decreased by 2% while average rates
ncreased by 3% for fiscal 2006 as compared to fiscal 2005. Significant
growth in online classified revenue partially offset declines in print classified
revenue. While circulation volume decfined by 3% for the year ended August 31,
2006 as compared to fiscal 2005, circuitation revenue remained constant
as a result of higher average per copy prices. Circulation revenue as a
percentage of tolal revenues for the publications and interactive segment
was approximately 20% for the year ended August 31, 2006 compared

to 21% for fiscal 2005. For fiscal 2007 we expect growth in advertising
revenues as a result of higher advertising rates and increased insert
volumes which will be partially offset by a continuation of the reduced
level of activity in print classified advertising we have experienced in the
past several quarters. Circulation revenues in 2007 are expecled lo be
consistent with 2006. In addition, we expect to see continued increases
in our online classified advertising revenue which will mitigate the effect
of the declines in print classified advertising revenues.

Operating expenses. Compared lo the same period last year, operating
expenses of our publications and interactive operations increased by $36
million, or 4%, for year ended August 31, 2006, This reflected higher payroll
costs, expenses related to the introduction of new interactive products

and increased distribution costs resulting from higher insert volumes and
increased fuel prices. In addition, fiscal 2006 included increased employee
severance costs of $6 million related to terminations that occurrad during
the year. Newsprint pricing increased by 4% for the year ended August 31.
2006 compared to fiscal 2005. This price increase was fully offset by a
5% reduction in newsprint consumption. As a result of cost containment
initiatives implemented in the second quarter of fiscal 2006, the pace of
expense increase was significantly reduced for the latter half of fiscal 2006.
For fiscal 2007, we expect to see further benefits from these cost containment
initiatives which will mitigate the effect of normal wage escalation.

Segment operating profit, Qur publications and interactive operations had
a decrease of $6 million, ar 3%. in segment operating profit, lo $248 million
for the vear ended August 31, 2006 compared to $259 million for fiscal 2005.
These results included operating losses of $12 million relating ic Dose and
Metro, our newspaper start up operations compared to $8 million for fiscal
2005, and the increase in employee severance of $6 million for the year

ended August 31, 2006. During the third quarter, we ceased production
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of the printed publication of Dose while moving dose.ca to the interactive
division. This contributed to improved segment operating profit relative to
the prior year for the fourth quarter of fiscal 2006.

Canadian television

Revenues. For the year ended August 31, 2008, revenues from our Canadian
television cperating segment of $656 million were $40 million, or 6%, lower
than fiscal 2005. The revenue comparisen in fiscal 2006 was affected

by declines in production revenue in fiscal 2006 relative to fiscal 2005 of
$12 million as a result of the discontinuation of certain production activitios
at the end of fiscal 2005.

The Canadian television segment recorded a 5% decrease in airtime
revenues far the year. The decrease in advertising revenues is primarily
aftributable to weaker ratings performance of our conventional television
programming over the past several quarters. This 1as been compounded
by challenges that are faced by ali conwventional television operators in
Canada, which has resulled from increased competition and fragmentation
of the television advertising market and a regulatory system which has
disadvantaged conventional broadcasters relative to specialty services. We
have entered the 2007 broadcasting season in September 2006 with the
return of our strongest ratings performing programs from the 2006 season
including Prison Break, House and Strvivor as well as the addition of some
promising new programs including Stiark, Brothers and Sisters, and He(oes.
Recent ratings have shown that our corventional stations have an increased
number of programs in the ltop ten and top 20 in owr markets. This bodes
well for modest increases in advertising revenues for fiscal 2007,

Subscriber revenues from our specially channels increased by 16%
for the year ended August 31, 2006 as compared to fiscal 2005, reflecting
a 14% increase in subscribers.

Operating expenses, For the vear ended August 31, 2006, operating
expenses (including selling. general and administrative expenses) of our
Canadian telavision operations of $625 million were $55 million, or 10%,
higher than the prior year, primarily as a result of an increase in program
amortization and promotion expenses. In addition, operating expenses
for fiscal 2006 were affectecd by increased employee severance costs of
£5 million. In fiscal 2005 operating expenses included $10 million related
to the production activities which were discontinued at the end of fiscal
2005. For fiscal 2007, we expect our program amortization expense to
increase but at much lower levels relative to fiscal 2006.

Segment operating profit. Canadian television segment operating profit
of $31 million for the year ended August 31, 2006 was 75% less than fiscal
2005 as a result of the revenue decreases and the expense increases
described above.
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Australian television

Revenues. Segment revenues decreased by 16% to $656 million for the
year ended August 31, 2006, from $783 million in the prior year. In local
cumency, revenues decreased 9% for the year ended August 31, 20086,
reflecting a difficult advertising environment, Network TEN's ratings remain
strong for the year ended August 31, 2006 compared to the prior year.
The effect of the weakening local currency relative to the Canadian dallar
added to the decreases in revenue for the vear ended August 31, 2006.

Operating expenses. Segment operating expenses decreased by $31 million,
or 6%, to $459 miflion for the year ended August 31, 2006 as compared
to fiscal 2005. This primarily reflects a 2% increase in operating expenses
in local currency which was more than offset by the effect of the weaker
Australian dollar on translation to Canadian doilars.

Segment operating profit. Segment operating profit decreased by 33% fo
$197 million for the year ended August 31, 2006, compared to $294 million
for fiscal 2005.

Noew Zealand television

Revenues. Revenues from television operations for New Zealand's 3 and
C4 tefevision networks decreased by 11% to $109 million for the year ended
August 31, 2006, from $123 million in the prior vear. In local currency,
revenues increased by 1% for the year ended August 31, 2006, reflecting
the effect of a short and discounted advertising market in New Zealand.
The effect of the weakening local currency relative to the Canadian dollar
offset the revenue increases for the year ended August 31, 2006 on
translation to Canadian dollars.

Operating expenses. Operating expenses decreased by 11% to $83 million
for the vear ended August 31, 2006. The decrease reflected a 2% increase
in operating expenses in local currency, which was more then offsat by the
weakening local currency relative to the Canadian dollar,

Segment operating profit. New Zealand's 3 and C4 produced segment
operating profit of $26 million for the year ended August 31, 2006, a 14%
decrease from the results recorded in fiscal 2005 as a result of the factors
described above.

New Zealand radio

RadicWorks continued its steady performance reporting revenue increases
of 3% in local currency for the vear ended August 31, 2006 which were more
than offset by effect of the weakening New Zealand dollar. In Canadian
dollars, revenues decreased by 10% to $84 million from $93 million.
Segment operating profit declined by 3% to $24 million for the year ended
August 31, 2006 as compared to fiscal 2005, as a result of the weakening
New Zealand dollar.

Turkey radio

Our Turkish radio operations commenced on April 14, 2006. During the period
ended August 31, 2006, revenues were $6 million and segment operating
profit was $3 million. These results met cur axpectations for this period.

Quidoor advertising

Revenue from our Australian outdoor advertising segment increased by
1%, or $1 million, to $109 miilion for the year ended August 31, 2006 as
compared to fiscal 2005, This increase reflected 10% growth in revenue in
Iocal currency driven by additional inventory as a result of acquisitions and
stronger airport advertising revenues offset by the weakening Australian
dollar. Our segment operating profit from TEN Group’s cutdoor advertising
operations decreased by 15% to $2C million for the year ended August 31,
2006 as compared to $23 million in fiscal 2005, Continued investment

in expansion gpportunities and the weakening Australian doilar resulted

in this decrease in the segment operating profit.

Corporate and ather

Corporate and other expenses increased by $8 million to $40 million for
the year endead August 31, 2006 as compared to fiscal 2005. Corporate
and other expenses for fiscal 2006 exceeded the normal run rate as a
result of: $6 millicn in litigation expenses related to the Jerusaiem Post
$2 million in expenses related to strategic planning initiatives, $1 million
related to unsuccessful corporate development initiatives and an
estimated $3 million in expenses related to our first year of compliance
with the internal control certifications required by section 404 of the
Sarbanes-COxigy Act,
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LIQUIDITY AND CAPITAL RESOURCES

OVERVIEW

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

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

For fiscal 2007 we expect our major non-operating cash requirements
to include capital expenditures of approximately $112 million and repayment
of $4 million in principal payments on longterm debt due in fiscal 2007.
Of these amounts $67 million in capital expenditures will he related to the
guarantars under our senior credit facilities. We expect to meet our cash
needs for fiscal 2007 primarily through a combination of aperating cash
flow. cash on hand and our credit facilities.

CANWEST MEDIAWORKS INCOME FUND AND RELATED TRANSACTIONS
In October 2005, we transferred our investmant in our publications and
interactive operations (excluding the Nalional Posf) and certain shared
service operations, which provide customer support and administrative
services, 10 the Limited Partnership. In exchange, we received units of the
Limited Partnership representing a 74.2% ownership interest and notes
receivable of $1,340 million,

Concurrently, the Fund closed ils initial public offering (“1PQ") of units
and invested the proceeds in units of the Limited Partnership representing
a 25.8% interest. Total proceeds for the offering were $550 million and cosis
of the offering were $35.2 million ang were paid by the Limited Parinership.

In addition, the Limited Partnership obtained credit facilities in the
amount of $1 billion. consisting of an $825 millicn norevolving term credit
facility and a $175 million revolving term credit facility. The revolving facility
matures in October 2010, and is subject to certain restrictions and bears
interest at banker's acceptance rates plus a margin. The non-revolving
facility matures in October 2010, and bears interest at banker's acceptance
rales plus a margin. The Limited Parinership has entered into interest
rate swap contracts to fix lhe interest paynients on a notional amount of
$825 millicn to October 2008 reducing to $660 million to October 2010
resulting in an effective interest rate of 5 3%. On closing of the I1PO. the
Limited Partnership drew 3830 million on its credit facilities.
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The Limited Partnership utilized the proceeds of the issuance of the
units to the Fund and $823 million of drawings under its new credit facilities
to repay the $1,340 million nate payable fo us.

As a result of the transaction, we recorded a dilution gain on the sale
of a 25.8% interest in the operations transferred 1o the Limited Partinership
in the amount of $101 million.

The net proceeds from the IPO and the Limited Partnership debt,
as well as proceeds of $401 miltion from our credit facility, were utilized
ta retire certain debt and interest rate and cross-currency interest rate
contracts as follows:

a. In October 2005, we completed a tender offer for our 10.625% senior
subordinaled notes payable due in 2011 and our 7.625% senior unsecured
notes payable due in 2013, Substantially all of the notes under these facilities
were settled. Debl with a book value of $766 million was retired for cash of
$850 million. In addition, deferred financing and other costs of $27 million
relating to these notes were written off. The transaction resulted in a loss
on debt retirement of $76 mullion, net of tax of $35 million. As a result of
the repayment of these noles we recorded a swap loss of $34 million, net
of tax of $19 million. related to the associated cross-currency interest rate
swaps. The notes not tendered were retired in June 2006 pursuant to the
call provisions of the debenture.

b. In October 2005, we retired our senior credit facility. Deldt with a book
value of 3526 million was settled for cash of $526 million. In addition.
deferred financing costs of $6 million relating to these notes were written
off. The transaction resulled in a loss on debt retirement of 34 million, net
of tax of $2 million. In addition, as a result of the settlement of this debt,
we have recorded a loss of 346 million. net of tax of $25 million, related
to the associated interest rate and cross-currency irtterest rate swans.

¢. In November 2005, we retired interest rate and ¢ross-currency interest
rate swap contracls relating lo the 7.625% notes, the 10.625% notes and
50% of the cross-currency interest rate swap related to the senior secured
credit facilities for cash of $364 million

Fallowing the Income Fund transactions in October 2005, our cash flow from
the Limited Partnership has been diluted for the 25.8% interest held by the
Income Fund and will be receved by way of distributions, a portion of which
are subordinated. If distributable cash of the Limited Partnership was not

sufficient to pay the entire distribution our share would be disproportionately
aftected by the shorlfall. The subordination provisions expire in October 2007,

SOURCES OF FUNDS

Our principal sources of liquidity are cash and cash equivalents on hand
and cash flows from operaling activities, At August 31, 2006, we had cash
on hand of $283 million including $46 million of Limited Partnership cash,
$18 million of TEN Group cash and $5 million of CanWest MediaWorks {NZ)
cash. The remaining cash include $179 million in net proceeds from the
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sale of TV3 Ireland which was utilized to reduce advances under our seniar
credit facilily in September 2006. We had cash flow from operating activities
of continuing operations of $105 million for the year ended August 31, 2006.
This cash flow included a $76 million use in cash related to changes in
non-cash operating accounts. This change primarily reflected reductions
in accaunts pavable and income taxes payable from August 31, 2005 to
August 31, 2006. We do not expect 1o see this use of cash for operating
accounts in fiscal 2007,

In addition to the above sources of liquidity, we had unused barrowing
capacity under our revolving credit facility of $150 miillion at August 31, 2006.
TEN Group had unused barrawing capacity of A3530 million under its
credit facilities.

Investment activities

In October 2005, we received proceeds of $1,340 miliion from the Limited
Partnership which consisted of $517 million relating to the proceeds received
from the initial public offering of the Fund and $823 million related to
new debt obiained by the Limited Partnership. Far further discussion of
these activilies. refer lo CanWest MediaWorks Income Fund and related
transactions secticn of this report.

On August 31, 2006 we closed the sale of our interest in TV3 Ireland
which resulted in a gain on sale of $164 miflion net of tax of 36 million. Net
proceeds of $179 million were held in cash at August 31, 2006 and applied
to reduce advances under our senior credit facility in September 2006.

USES OF FUNDS

Capital Expenditures

In fiscal 2006, our capital expenditures amounted to $89 million. We also
invested $3 million in the acquisition of new FM radio frequencies related
1o our New Zealand radio operations. Of these capital expenditures, $38
million related to the guarantors under our credit facilities. In fiscal 2007,
we expect to increase our capital expenditures to approximately $112 million,
Approximately $67 million of the expected 2007 capital expenditures will
relate to the guarantors under our credit facilities

Investment activities

Buring the second quarter, we acquired a 30% inlerest in 7re New Republic,
a weekly opinion magazine based in Washington D.C., for US$2 million.
We hold the option until December 31. 2006 to acquire the remaining
70% interest in The New Republic for US$S million.

On Agril 14, 2006, the Company completed its acquisition of Super FM,
Metro FM, Joy FM and Joy Turk FM for cash consideration of $74 million.
The principal business activity of these companies is the operation of radio
stations. The Company has a 20% equity interest in Super FM and no equity
interest in Metro FM, Joy FM and Joy Turk FM. The Company has provided
financing to a third party to indirectly acauice the remaining equily interest
in each slation and also holds an option to indirectly acquire 100% of
the outstanding equity of each station. subject to compliance wilh Turkish
foreign ownership restrictions. The Company has entered into agreements

te provide operational, sales, and advisory services to each station on
a fee for service basis.

In September 2005 we were awarded a broadcast licence in the
Solent region of the UK. and in September 2006 we were awarded a
second ticence in Bristol. During fiscal 2005 we supported the cost of
the start up of the UK. radio operations and for fiscal 2007 we intend
to continue to support the start up and to pursue additional expansion.

OUR INVESTMENT IN TEN GROUP AND CANWEST MEDIAWORKS (NZ)

In October 2006. the Australian government passed legislation which will
relax foreign ownership restrictions and cross-media ownership restrictions
in Australia which we expect will be enacted in our fiscal 2007. We have
engaged Citigroup to assist us in exploring the opportunities that may arise
from this change in legislation related to our investment in the Ten Group
and in CanWest MediaWaorks (NZ).

DEBT

General

At August 31, 2006, we had total outstanding consolidaled debt of $2,771
million compared to debt of $2,895 million as at August 31, 2005. This
included $422 million {2005 - $446 million} advanced under our senior
credit facility and $938 million {2005 - $1,940 million) in senior unsecured
and senior subordinated notes. Senior debt of our consolidated subsidiaries
consisted of $825 million {2005 - nil) of the Limited Partnership debt,
$447 million (2005 - $348 million) of TEN Group debt. and $134 millicn
{2005 - $155 miflion) of CanWest MediaWWorks {NZ) debt.

Credit Facility

In October 2005, we obtained a new $500 million revolving term senior credit
facility. During the year, we obtained amendments 1o the credit facility that
increased the amount available to $600 million and revised certain of the
financial covenants under the credit facility. The credit facility matures in
October 2010, is subject to certain restrictions and bears interest at banker's
acceptance rates plus a applicable margin. This facility is secured by
substantialty all our directly held assets, including the assets of our Canadian
broadcast cperations and the National Post, partnership units of the
Limited Partnership, and shares and debentures of CanWest MediaWorks
(NZ) and TEN Group. At August 31, 2006, we have drawn $422 million on
this facility. As at August 31, 2006, we have $150 million, net of letters of
credit of $28 million, available on this facility. In Seplember 2007, the nel
proceeds from the sale of TV3 Ireland of $178 were applied to reduce
advances under the facility and concurrently our total availability under the
facility was reduced to $513 million.

Under our senior credit facilities, we are required to maintain the fair
value of our foreign currency and interest rate swaps above a prescsibed
minimum liability. In addition, there are prescribed minimums with individual
counterparties. Prior to our swap settlements on November 3. 2005, we
were required to make $119 million of recouponing payments related to
overhanging swaps. On November 3, 2005, we settled a substantial portion
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of our swaps. Under our new credit facility, the minimum liability threshold
is $500 million, as at August 31, 2006, the fair value of our inierest rate swaps
was $289 million. Further strengthening of the Canadian currency and/or
changes ininterest rates may result in further prepayment requirements.
Total leverage as calculated under CanWest MediaWorks Inc.'s credit
facility was 5.5 fimes cash flow for debt covenant purpeses for the 12 months
ended August 31, 2006, compared o a revised covenant of £.25 times.

ANNUAL REPORT 2006

CONTRACTUAL OBLIGATIONS AND COMMITMENTS

The Company's obligations under finm contractual arrangements. including
commitments for future payments under long-term debt arrangements,
operaling lease arrangements, purchase commitments and other long-term
liabilities as at August 31, 2006 are summarized below:

Payments due by period

Less than

Total lyear 1-3years 3-5years Thereafter

3000 5000 £000 3000
Longterm debt 2771185 4250 277491 1,247,249 1.242.195
Cash interest obligations on long-term debt ™ 913.673 193,482 379,428 244,032 96,731
Cash payments on interest rate and foreign currency swap liabilities @ 160,119 - 157,096 3,023 -
Obligations under capital leases 21.309 4,890 7397 7.462 1.560
Operating leases 483 576 88,048 137.0%0 103,915 154 523
Purchase obligations 1 1,332,783 392,457 284.085 237116 419125
Estimated pension funding obligations * 113.300 20.653 44 839 47808
Other lgngtenn liahilities 142,417 - 87018 - 55,399
Total 5,938,362 730,780 1,374, 444 1.890,605 1.969.533

M nterest cbiigations on longterm debt represents an estimate of fulute cash interest espense
|3

based on current nterest rates, current debt levels and scheduled debt repavments and ther

related interest rate and foresgn currency inlerest swaps.

) Cash payments on interest rate and foreign currency swap liabilties represents an estmate
of luture cash pavments based on current expectations regarding interesk raie levels and current
expeciations regarding loreign exchange rates.

B pucchase obligations represent an estimate of gur contractual commitments o purchase
broadcast rights and io make wvestments i television programs.

¥ Pension funding obligation estimates have only been included for the nuxt hve vears.

FINANCIAL INSTRUMENTS

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

As at August 31. 2006, we have fully hedged the currency exposiie
on our US. dollar denominated debt.

As of August 31, 2006, we have entered into interest rate swap
contracts o pay fixed rates of interest {at an average rate of 5.7%) and
receive floating rates of interest (at an average rate of 4.4%) on a noficnal
amount of $1,172 million. We have entered into pay fixed receive floating
crosscurrency swap contracts at an average rate of 3.7% on a notional
amount of $520 million and receive floating rales of 7.7% an & notional
amount of US$336 million. We have also entered into pay floating receive
fixed cross-currency swap contracts at an average floating rate of 8.6% on
a notional amount of $308 million and an average fixed rate of 8.0% on a
notional amount of US$762 million.
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We are also exposed to foreign exchange and interest rate risk as a
result of debt and related swaps issued by CanWest MediaWorks [NZ) and
TEN Group. As al August 31, 2006, CanWest MediaWorks (NZ) had $134
million (NZ$185 million) of debt. NZ$165 million of this debt was swapped
lo a tixed rate (al an average rate of 7.5%) until 2010, and the remainder
of the debt bears interest at a floating rate.

At August 31. 2006, TEN Group had jongderm debt of $447 million
{A3485 million}. TEN Group has entered into “pay floating receive fixed”
cross-currency swap contracts at an average floating rate of 72% on a
notional amount of A$210 million and “received fixed” swap contracts at an
average rate of 5.4% on a notional amount of US$125 millien. TEN Graup
has also entered into interest rate swap contracts to pay fixed rates of interest
{at an average rate of 5.7%} on a notional amount of A$260 million.

Based on the swap contracts outslanding and the level of variable rate
debt at August 31. 2006. we estimate that a 1% increase in floating interest
rates would increase annual interest expense by $11 million. This estimate
is based on the assumption of a constant variable rate debt and swap level
and an immediate rate increase with no subsequent rate changss in the
remaining term to maturity.

The fair value of the swap contracts represents an estimale of the
amount that we would receive or pay if the contracts were closed oul at
a matket price on the balance sheet date. As of August 31. 2006, our
outstanding swap contracts were in a net unrealized loss pesition of
$328 million {including $46 million related to TEN Group). Of this amount
$109 million {including $39 million related to TEN Group) is recorded in the
book value of our longterm debt on our balance sheet because we carry
hedged foreign denominated debt at swapped rates, and a net amount $13%
million of the liability is recorded on our balance sheet as swap liabilities
and assels related to swaps for which we are not utilizing hedge accounting.

As of August 31, 2006, assuming all other variables are held constant,
a ten basis point parallel upward shift in the Canadian and U S, fixed yield
interest rate curves would result in a $0.6 million deterioration in the mark
to market value of all swaps. excluding TEN Group. A $0.001 change in the
value of the Canadian dollar against the U.S. dollar, assuming all other
variables are held constant, would result in a $1.3 million change in the mark
to market value of the cross-currency swaps. A $0.001 change in the value
of the Australian dollar against the U.S. dollar. assuming all other variables
are held constant, would result in a $.3 million change in the mark to market
value of the cross-currency swaps.

INDUSTRY RISKS AND UNCERTAINTIES

Qur risks and uncertainties have not materially changed from those described
in our Annual Information Form for the year ended August 21, 2006 dated
November 28, 2006 filed by CanWest Global Communications Corp. with the
Canadian securities commissions (available on SEDAR at www.sedar.com).

OFF BALANCE SHEET ARRANGEMENTS AND GUARANTEES
In connection with the disposition of assets, we have provided customary
representations and warranties that range in duration. In addition, as is
custornary, we have agreed 1o indemnify the buyers of certain assets in respect
of certain liabilities pertaining to events occurring prior to the respective sales
relating 1o taxation, envircnmental, litigation and other matters. We are unable
to estimate the maximum potential liability for these indemnificaticns as
the underlying agreements often do not specify a maximum amount, and
the amounis are dependent upcn the outcome of future contingent events,
the nature and likelihaod of which cannot be determined.

RELATED PARTY TRANSACTIONS

In October 2005, we settled senior subordinated notes held by our parent
company with a book value of $49.7 million under the same terms offered
to unrelated senicr subordinated note holders for $55.4 million. Interest
expense related o this debt totaled $0.7 miflion for the year ended August 31,
2006 (2005 - $6.0 million).

A company which is affiliated with our controlling shareholders owns
CanWest Global Place in Winnipeg, Manitoba, a building in which we are
a tenant. Rent paid to this company for the vear ended August 31, 2006
amounted to $1.1 million (2005 - $1.1 million). An additicnal amount of
$0.5 mifion of building development expenses was recorded as payable
to this company.

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

DIFFERENCES BETWEEN CANADIAN GAAP AND U.S. GAAP
The preceding discussion and analysis has been based upon financial
staterments prepared in accordance with Canadian GAAF, which differs

in certain respects from United States GAAP. The significant differences
relevant to the Company are discussed in detail in note 25 of notes to the
consolidated financial statements for the years ended August 31, 2006
and August 31, 2005.
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RECONCILIATION OF NON-GAAP FINANCIAL MEASURES
Following is a reconciliation of operating income before amortization. a
nan-GAAP measure, to net earnings, its most ciosely comparable GAAP
measure:

For the three months endad

<
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For the years ended

August 31 {unaudited) Aupust 31
2006 2005 2006 2005
Rewsed ™ Revised "'
Net eamnings (loss) 154,865 {106,060) 178,672 10,205
Amortization 24,322 29.925 113,977 116,481
Interest and other financing expenses 50,810 62,843 200,710 263828
Interest rate and foreign currency swap losses 5,194 64.034 138,639 121,064
Investment gains, losses, interest and dividend income {139) {1,785) (105,000) (4,293)
Foreign exchange gains (4,526) (2,637} 7841 {B.H83)
Lass on debt extinguishment 521 - 117,401 43992
Goedwill impairment - 41,406 - 41,406
Asset impairment - 8,629 - 9,629
Loss (income) from discontinued operations (163,936} 2813 (173,307} 1.801
Provision for income tax expense (recovery) {16,192 (33,062) (76,022) 20,226
interest in earnings (losses) of equity accounted affiliates (1,219) (492) (2,612} 12,043)
Minority interests 23,089 17,971 102 067 96,597
Realized currency translation adjustments 4,086 {1,078} 6.883 (622}
Operating income before amortization 77875 83,507 509,349 709,688

I Reyised to retlect the adoption of EIC 158, Conditional Asset Retirement Obligalians,
and 1o reflect the classification of our Ireland TV segment and Canadian radio stations
as discontinued operations.

OTHER
SHARE DATA

As at November 2, 2006 we had the following number of shares outstanding:

Multiple voting shares 76,785,976
Subordinate voting shares 99.134.167
Nonwvoting shares 1.511.881

Qur AIF is Tited on SEDAR at waw.sedar.com.

™
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Comparison of NYSE Corporate Governance Rules required 10 be followed by U.S. Domestic Issuers
and the Corporate Governance Practices of CanWest Global Communications Corp.

CanWest is a Canadian corporation whose shares are listed on both the Toronto Stock Exchange (TSX) and the
New York Stock Exchange (NYSE). For purposes of our NYSF listing, CanWest is considered o be a “foreign
private issuer’. This means that CanWest is not required te comply with most of the corporate governance listing
standards set out in the NYSE's Listed Company Manual {*NYSE Rules”). However, CanWest's corporate governance
system incerporales a number of best praclices contained in the NYSE Rules, and is in compliance with applicable
rules adopted by the Securities Exchange Commission ("SEC") to give effect to the Sarbanes-Oxfey Actof 2002.

As required by the NYSE Rules, CanWest is required fo summarize the significant ways in which CanWest's corporate
governance practices differ from those required 1o be followed by U S. domestic issuers under the NYSE Rules.
As of August 31, 2006, we do not believe that CanWest's corporate governance practices differ in any signiticant
ways from those required to be followed by U.S. domestic issuers under the NYSE Rules.

Copies of the CanWest Board Mandate. Commitiee Charters, and Corporate Code of Ethics are available at
www.canwestglobal.com,
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FINANCIAL INFORMATION

The Company’s management is responsible for preparing the accompanying financial statements in accordance with
Generally Accepted Accounting Principles (“GAAP™). as well as for the preparation of all ether financial information
contained in the Company’s Annual Report. In preparing these consolidated financial statements and other financial
information. management selects appropriate accounting policies and uses its judgment and best estimates to
report evenis and transactions as they occur. Management has determined such amounis on a reasonable basis
in order to ensure that the financial statements are presented fairly in all material respects. Other financial data
included throughout the Cempany’s Annual Report is prepared on a basis consistent with that of the consolidated
financial statements.

PricewaterhouseCoopers LLP. the independent auditors appeinted by the Company's shareholders, was engaged to
conduct an examination of the consolidated financial statements in accordance with Canadian generally accepted
auditing standards and in accordance with the standards of the Public Company Accounting Oversight Board
{(United States), and have expressed their opinion on these statements.

The Company's Board of Directors is responsible for aversight and governance of the process which management
follows in fulfilling its responsibilities for financial reporting and internal control. The Board is ultimately responsible
for approving the consolidated financial statements. The Board carries out this responsibility principally through
its Audit Committee {*Commitiee”) which is comprised of cutside Directors. The Committee is respensible for
meeting with the Company's management, internal auditors and independent auditors. The Committee reviews
audited and unaudited financial information prior to its release to the public. The Committee also considers and
reviews reports from the independent auditors of the Company on the Company's accounting policies and
internal controls and makes recommendations to the Board and the Shareholders related to the engagement

of the independent auditors. PricewaterhouseCoopers LLP has full and free access to the Committee.

Management acknowledges its responsibility ta provide financial information that fairly represents the Company's
financial operations and that is consistent, reliable and relevant for the informed evaluation of the Company's aclivitias,

-
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INTERNAL CONTROL OVER FINANCIAL REPORTING

The Company's management is responsible for establishing and maintaining adequate internal control over financial
reporting. Under the supervision and with the participation of the Company's management. including the Chief
Executive Officer and Chief Financial Officer, an evaluation of the effectiveness of its internal control over financial
reporting based upon the framework in fnternal Control - Integrated Framework issued by the Committee of
Sponsoring Organizations of the Treadway Commission was conducted. Based on that evaluation, management
concluded that the Company’s internal control over financial reporting was effective as at August 31, 2006.

Management has excluded TEN Group Pty Limited {"TEN Group”} from its assessment of internal control over financial
reparting because the Company does not have the ability to dictate or modify the controls of the entity and daoes
not have the ability, in practice. to assess those controls. The TEN Group was created prior to December 15, 2003,
and was consofidated by the Company on September 1. 2004, upon the adeption of Accounting Guideling 15
(“AcG-15"), Consolidation of Variable Inferest Entities, issuad by the Canadian Institute of Chartered Accountants.
The total assets, net assets, reventes and segment operating profit of the excluded entity represents 13.4%. 2.1%,
26 6%, and 42 6%, respeclively, of the related consolidated financial staterment amounts as at and for the year
ended August 31. 2006.

Management's assessment of the effectiveness of the Company's internal control over financial reporting as at

August 31, 2006 has been audited by PricewaterhouseCaoopers LLP, the independent auditors who audited the
conselidated financial statements included in this Annual Report. Their repert is included herain.

Leonard Asper John Maguire

Chief Executive Officer Chief Financial Officer

November 16, 2006
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To the Sharcholders of CanWest Global Conmunications Corp.

We have completed an integrated audit of the consolidated financial statements and internal control over financial
reporting of CanWest Global Communications Corp. as at August 31, 2006 and audit of its August 31, 2005
consolidated financial statements. Qur opinions, based cn our audits, are presented below,

CONSOLIDATED FINANCIAL STATEMENTS

We have audited the accompanying consclidated balance sheets of CanWest Global Communications Corp.
(the “Company™) as at August 31, 2006 and August 31, 2005, and the related consolidated statements of
earnings and retained earnings, and cash flows for the years then ended. These financial statements are the
responsibility of the Company’s management. Our responsibility Is fo express an opinion on these financial
statements based on our audits.

We conducted our audit of the Company's financial statements as at August 31, 2006 and for the year then ended

in accordance with Canadian generally accepted auditing standards and the standards of the Public Company

Accounting Qversight Board (United States). We cenducted our audit of the Company's financial statements as at

August 31, 2005 and for the year then ended in accordance with Canadian generally accepted auditing standards.

Those standards require that we plan and perform an audit to obtain reasonable assurance about whether the

financial staterments are free of material misstatement. An audit of financial statements includes examining, on

a test basis, evidence supporting the amounts and disclosures in the financial statements. A financia! statement s
audit also includes assessing the accounting principles used and significant estimates made by management,

and evaluating the overall financial statement presentation.

In our opinion. the consolidated financial statements referred to above present fairly, in all material respects, the
financial position of the Company as at August 31. 2006 and August 31, 2005 and the results of its operations and
its cash flows for the years then ended in acccrdance with Canadian generally accepted accounting principles.

INTERNAL CONTROL OVER FINANCIAL REPORTING

We have also audited management’s assessment, included in the accompanying “Management’s Report to
Shareholders”, that the Company maintained effective internal control over financial reporting as at August 31, 2006,
based on criteria established in infernal Controf - Infegrated Framework issued by the Committee of Sponsoring
Organizations of the Treadway Commission (*COS0"}. The Company's management is responsible for maintaining
effective internal contro! over financial reporting and for its assessment of the effectiveness of inlernal control over
financial reporting. Our responsibility is to express opinions on management's assessment and on the effectiveness
of the Company's internal control ever financial reparting based on our audit.

We conducted our audit of internal control over financial reporting in accordance with the standards of the Public
Company Accounting Oversight Board (United States). Those standards require that we plan and perform the audit
to obtain reasonable assurance aboul whether effective internal control over financial reporting was maintained in
all material respects. An audit of internal control over financial reporting includes obtaining an understanding of
internal control over financial reporting, evaluating management's assessment, tesling and evaluating the design
and operating effectiveness of internal control, and performing such other procedures as we consider necessary
in the circumstances. We believe that our audit provides a reasonable basis for our apinions.
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A company's internal control aver financial reporting is a process designed to provide reascnable assurance
regarding the reliability of financial reporting and the preparation of financial statements for external purposes in
accordance with generally accepted accounting principles. A company's internal control aver financial reparting
includes those policies and procedures that {i) pertain to the maintenance of records that, in reasonable detail,
accurately and fairly reflect the transactions and dispositions of the assets of the company; {il) provide reasonable
assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance
with generally accepled accounting principles. and that receipts and expenditures of the company are being made
only in accordance with authorizations of management and directors of the company;, and (i} provide reasonable
assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the Company’s
assets that could have a material effect on the financial statements.

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

As described in "Management's Repart to Sharehelders,” management has excluded TEN Group Pty Limited
{"TEN Group"} from its assessment of internal contral over financial reporting as at August 31, 2006 because the
Company does not have the ability lo dictate or madify the controls of the entity and does not have the ability, in
practice, o assess those controls. The TEN Group was created prior to December 15, 2002, and consolidated by
the Company on September 1, 2004, upon the adoption of Accounting Standards Board of the Canadian Institute
of Chartered Accountants, Accounling Guideline 15 (“AcG 19", Consolidation of Variable Inferest Entities. The
Company’s equity investment in TEN Group is 14 4% and aconomic interast is 56.4%. We have also excluded

TEN Group from cur audit of internal control over financial reporting. TEN Group's total assets, net assets, revenues
and segment operating profit of the excluded entity represents 13.4%, 2.1%, 26 6%, and 42.6%, respectively, of
the related consolidated financial statement amounts as at and for the year ended August 31, 2006.

In our opinion, management’s assessment that the Company maintained effective internal control over financial
reporting as at August 31, 2006 is fairiy stated, in all material respects, based on criteria established in frternal
Control - Integrated Framework issued by the COSO. Furthermore, in our opinion, the Company maintained,

in all material respects, effective internal control over financial reporting as of August 31, 2006 based on criteria
established in internai Controi - integrated Framework issued by the COSO.

MMMWMM [P

PricewaterhouseCoopers LLP
Chartered Accountants
Winnipeg, Canada

November 2. 2006
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CONSOLIDATED BALANCE SHEETS
AS AT AUGUST 31 {IN THOUSANDS OF CANADIAN DOLLARS)

-

2006 2005
[Revised notes
1 and 15)
ASSETS
Current Assets
Cash 283.104 28947
Accounts receivable 454 452 482 621
Inventory 13.362 13,533
Investment in broadcast rights 188,229 183.114
Future income taxes {note 13) 17.799 3,893
Other current assets 41,328 26.01C
Assets of discontinued operations (note 15) 621 13,356
998,895 751,474
Other investments (note 3) 17.880 23.068
investment in broadcast rights 30,493 20,139
Proparty, plant and equipment {not: 4} 692,698 706,339
Future income taxes {note 13} 178,083 54,242
Other assets (note 18) 130,797 197,980
Intangible assets tote 6) 1,173,856 1,142 118
Goodwill note 5) 2,418,145 2.420,851
Assets of discontinued operations (acte 15) 1,847 15.088
5,642 808 5,330,310
LIABILITIES
Current Liabilittes
Accounts payable 157,659 173,602
Accrued liabilities 282,825 291,395
Income taxes payable 2,040 51,764
Broadcast rights accounts payable 72,536 75,615
Deferred revenue 35,860 36,774
Future income taxes tnote 13 43,409 44663
Current portion of longterm debt and abligations under capital leases 7.890 9.946
Liabilities of discontinued cperations (nete 15) 514 19,077
602,733 702.836
Longterm debt and related foreign currency swap liahility (acte 7) 2,766,935 2,886,080
Interest rate and foreign currency swap liability {note 8) 142,172 215,075
Obligations under capital leases tnote 9) 12,461 16,101
Other accrued liabilities (note 18) 165,669 147,179
Future income taxes (note 13) 96,822 76,032
Minority interest 484,739 90,497
Liabilities of discontinued operations (note 15) 162 2,371
4 271,693 4.136,181
Commitments. contingencies and guarantees (note 23)
SHAREHOLDERS' EQUITY
Capital stock {nce 10) 850,219 849,909
Contributed surplus {note 10) 11,208 7685
Retained earnings 527144 348,472
Cumulative foreign currency translation adjustments (ngle 12) {17,456) (11,837
1,371,115 1,194,129
5,642,808 5,330,310

The notes constitute an integral part of the consclidated financial stalements.
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CONSOLIDATED STATEMENTS OF EARNINGS AND RETAINED EARNINGS
FOR THE YEARS ENDED AUGUST 31 {IN THOUSANDS OF CANADIAN DOLLARS EXCEPT AS OTHERWISE NOTED)

2006 2005
{Revised notes
i and 15)
Revenue 2,878,625 3,032,485
Operating expenses 1,551,852 1532939
Selling, general and administrative expenses 817424 771108
Ravelslon management contract termination inote 22} - 12,750
509,349 709,688
Amortization of intangibles (heie 6) 12,423 20,341
Amortization of property. plant and equipment (rete 4} 894171 90,943
Qther amortization 7383 5,197
Operating income 395,372 583,207
Interest expanse (184,216} {251,120}
interest income 2510 2,766
Amortization of deferred financing costs (6,494} (12,708)
interes! rate and foreign currency swap losses {note 8) {138,639} (121,064}
Foreign exchange gains {losses) (note 7) (7.941) 8.583
Investment gains, losses and write-downs {note 14) 102,490 1,627
Goodwill impairment {note 5) - (41,406)
Asset impairment {note 6) - {9.629)
Loss on debt extinguishment (note 7) {117.401) {43.992)
35,681 126,164
Provision for (recovery of) income taxes inote 13) (76,022) 20,226
Earnings before the following 111,703 105,938
Minority interest {102,067) {96,597)
Interest in ¢arnings of equity accounted affiliates 2,612 2,043
Realized currency translation adjustmeants inote 12) (6,883) 622
Net earnings from continuing operations 5.365 12,006
Gain on sale of discontinued operations incte 15) 163,547 -
Eamings {loss) from discontinued operations (nate 15) 3,760 {1,801}
Net earnings for the year 178,672 16,205
Earnings per share from continuing aperations (in dollars} (note 11}:
Basic $0.03 $0.07
Diluted $0.03 $0.07
Earnings per share (in dollars) (noe 11):
Basic $1.01 $006
Diluted $1.01 $0.06
2006 2005
{Revised note 1)
Retained earnings
Retained earnings - beginning of vear, as previously reported 350,291 340,001
Adjustment for adoption of new accounting pronouncement incte 1) (1819) (1,734}
Retained earnings - beginning of year, as restated 348,472 338,267
Net earnings for the year 178,672 10,205
Retained earnings - end of year 527,144 348,472

The nates conslitute an integral part of the consolidated financial statements.
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CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED AUGUST 31 (IN THOUSANDS OF CANADIAN DOLLARS)

<

2006 2005
{Revised nates
1 and 15}
CASH GENERATED {(UTILIZED) BY:
Operating Activities
Net earnings for the year 178,672 10,205
{Earnings) loss from discontinued operations {9,760) 1,801
Gain on sale of discontinued operations {163,547) -
ltems not affecting cash
Amortization 120,471 129,185
Non-cash interest expense (1,503) 32.021
Future income taxes (117836} {74,232)
Realized currency translation adjustments 6,883 622}
Interest rate and foreign currency swap losses net of settlernents 34,790 105,366
Investment gains, losses, and write-downs (102,490) (1.527)
Loss on debt extinguishment 117,401 43,992
Goodwill and asset impairment - 51035
Amortization and write-down of film and television programs - 6,163
Pension expense 8,336 8,254
Minonty intarest 102,067 96,597
Earnings of equity accounted affiliates (2,612} (2,043)
Foreign exchange (gains) losses 6,650 {10,407
Stock compensation expense 3,943 3,073
181,465 388.865
Changes in non-cash operating accounts (note 16} (76,177) 82,054
Cash flows from operating activities of continuing operations 105,288 480,919
Cash flows from operating activities of discontinued operations 11,646 55,889
Cash flows from operating activities 116,934 536,808
Investing Activities
Other investments (2,736} 426
Investment in broadcast licences (2,655} (2,182)
Acquisitions (nete 2) (86,078} {19,487)
Proceeds from sales of discontinued operations {notes 2 and 15) 181,614 13,742
Proceeds fram sale of other investments (note 3) 9.300 21N
Proceeds from issuance of partnership units (note 2) 514,856 -
Praceeds from sale of property, plant and equipment 1,963 5.035
Purchase of property. plant and equipment {89.861) (98,150)
Investing activities from discontinued operations (765} (1.041)
525,638 (99,486)
Financing Activities
Issuance of longterm debt. net of financing costs 943 557 142,454
Repayment of long-term debt (1,387,045} {501,883}
Advances of revalving facilities, net of financing costs h86,412 4640
Seltlement of swap liabilities (354,205) -
Swap recouponing payments {48.726) {41,653)
Payments of capital leases (1,199) (1,100}
Issuance of share capital 310 1,281
Issuance of share capital o minority interest 498 5,369
Payment of distributions to minority interest {118,186) (84,920)
Financing activities from discontinued operations {7.744) (26,794)
{386,332) {502.606)
Foreign exchange gain (loss) on cash denominated in foreign currencies (2,083) 116
Net change in cash 254,157 {65,168}
Cash - beginning of year 28,947 94 115
Cash - end of year 283,104 28,947

The notes constitute an integral part of the consolidated financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEARS ENDED AUGUST 31 {IN THOUSANDS OF CANADIAN DOLLARS EXCEPT AS OTHERWISE NOTED)

1. SIGNIFICANT ACCOUNTING POLICIES

The Company is an international media company with interests in
conventional television, cut-of-hame advertising, publications, specialty
cable channels. and websites in Canada, New Zealand, Australiz, and
Turkey. The Company's operating segments include television, publications
and interactive operations, radio and outdoor advertising. In Canada, the
television segment includes the operation of the Global Television Network,
TVtropolis and varicus cther conventional and specially channels.

The Australian television segment includes TEN Group Pty Limited's
("TEN Group”} TEN Television Network {“Network TEN™). The Canadian
publications and interactive segment includes the publication of a
number of newspapers, including metropelitan daily newspapers and the
National Post, as well as aperation of the canada.com web portal and
other web-based operations. The Company’s ownership of the publications
and interactive operations. excluding the National Fost, is held through
CanWest MediaWorks Limited Partnership ("Limited Parinership”). The
New Zealand television segment includes CanWest MediaWorks (NZ)
Limited’s 3 and C4 television networks. The New Zealand radio segment
includes CanWest MediaWorks (NZ) Limited's RadioWarks operation,
which is comprised of six naticnally-networked radio brands and two local
radio brands. The Turkey radio segment is comprised of four radio brands:
Super FM, Metro FM, Joy FM and Joy Turk FM. The Australian outdoor
advertising segment includes Eye Corp Ply Limited (“Eve Carp”}, an
outdoor advertising operation which is whelly owned by TEN Group., The
Company's economic interest in the Limited Partnership, TEN Group and
CanWest MediaWarks {(NZ) Limited is 74.2%, 56.4% and 70%, respec-
tively. Corporate and Other includes various investments in media
operations and corporate costs.

The Company's broadcast customer base is comprised primarily of
large advertising agencies, which place advertisements with the Company
on behalf of their customers. Publications and interactive revenues include
advertising, circulation and subscriptions which are derived from a variety
of sources. The Company's advertising ravenues are seasonal. Revenues
and accounts receivable are highest in the first and third quarters, while
expenses are relatively constant throughout the year.

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

BASIS OF PRESENTATION

The consolidated financial statements are prepared in accordance with
accounting principles generally accepted in Canada. All amounts are
expressed in Canadian dollars uniess otherwise noted. A reconciliation to
accounting principles generally accepted in the United States is provided
in note 25.

PRINCIPLES OF CONSOLIDATION
The consolidated financial statements include the accounts of the Company,
its subsidiaries and the Company’'s pro rata share of the assets, liabilities,
and results of operations of Mystery {50%) and Meiro (33%) (effective
March 2005). The Company has determined that it is the primary beneficiary
of TEN Group. The Company owns approximately 14.4% of the issued ordinary
shares and all of the convertible and subordinated debentures of TEN Group.
The subordinated debeniures in the amount of A$45.5 million pay interest
calcutated based on distributions to holders of the ordinary shares. The
convertible debenture in the amount of A$45.5 thousand pays a market
linked rate of interest and is convertible into ordinary shares representing
49% of the issued and outstanding shares of TEN Group upon payment

of A%45.5 million. The combination of ordinary shares and subardinated
debentures yield distributions equivalent to 56 4% of all distributions paid
by TEN Group. In addition, as disclosed in note 2{b}, the Company has
determinad that it is the primary beneficiary of the Turkish radio stations.
Accordingly. as required by the Canadian Institute of Chartered Accountanis
Accounting Standards Board, Accounting Guideline 15 (“AcG-157),
Consalidation of Variabie interest Entities, the Company has consolidated
the variable interest entities. Because the Company does not have voting
control relative to these variable interest entities, it does not have free
access to their assets.

INVESTMENTS

The Company accounts for investments where significant influence can be
exercised, but not control, using the equity method. Other investments are
recorded at cost. A provision for loss in value of investments is made when
a decline in value is considered cther than temporary.

INVESTMENT IN BROADCAST RIGHTS

The Company has entered into various agreements for the rights to
broadcast certain feature filims and tefevision programs. The Company
records a liability for broadcast righis and the corresponding asset when
the programs are available for telecast. Broadcast rights are charged to
operations as programs are telecast over the anticipated period of use. A
loss is recognized when the carrying amount exceeds net reafizable value.

FOREIGN CURRENCY TRANSLATION

The Company’s operations in Australia, New Zealand, United Kingdom
and Turkey represent self-sustaining foreign operations, and the respective
accounts have been translated into Canadian dallars in accordance with
the current rate method. Assets and liabilities are translated at the exchange
rates prevailing at the balance sheet dates. and revenue and expenses are
translated on the basis of average exchange rates during the periods. Any
gains or losses arising from the transiation of these accounts are deferred
and included as a component of shareholders’ equity as cumulative foreign
currency translaticn adjustments. An applicable portion of these deferred
gains and losses is included in the determination of net earnings when
there is a reduction of the net investment.




PROPERTY, PLANT AND EQUIPMENT

Praperty, ptant and equipment are recorded at cost. Amortization is
provided over the assets’ estimated useful lives on a straight-line basis
at the following annual rates:

2%% - 5%
4% - 50%
2% - 20%

Buildings
Machinery and equipment
Leasehald and land improvements

ASSET RETIREMENT OBLIGATIONS

The Company recognizes the fair value of a liability for an asset retirernent
obligation in the period in which it occurs. This obligation is subsequently
adjusted for the passage of time and for any revisions to the timing or the
amount required to settle the obligation. Upon initial measurement of an
asset retirement abligation, a carresponding asset retirement cost is added
to the carrying value of property, plant and equipment. This cost is amortized
on the same basis of the related asset. Changes in the asset retirement
obligation due to the passage of time and the amortization of the asset
retirement cost are recorded in amortization expense

IMPAIRMENT OF LONG-LIVED ASSETS

Impairment of long-lived assets is recognized when an event or change
in circumstances causes the assels' carrying value to exceed the total
undiscounted cash flows expected from its use and eventual disposition.
An impairment loss is calculated by deducting the fair value of the asset
or grotp of assets from its carrying vaiue.

DISPOSAL OF LONG-LIVED ASSETS AND DISCONTINUED OPERATIONS
Longlived assets are classified as held for sale when specific criteria are met,
in accordance with CICA Handbook Section 3475, Disposal of Long-Lived
Assets and Discontinued Operations. Assets held for sale are measured at
the lower of their carrying amounts and fair values less costs to dispose
and are no longer amortized. Assets and liabilities classified as held for sale
are reported separately on the balance sheet. A component of the Company
that is held for sale is reported as a discontinued operation if the operations
and cash flows of the component will be eliminated from the ongoing
operations as a result of the disposal transaction, and the Company will
not have a significant continuing involvement in the operations of the
component after the disposal transaction.

DEFERRED CHARGES

Certain pre-operating costs incurred in new business undertakings are
deferred orior to the commencement of commercial operations, which is
generally the time at which subscriber and advertising revenues commence.
Pregperating costs deferred in the current year amounted to $1.9 million
(2005 - $3.6 million}. Pre-operating costs are amortized over a period

of five years. Costs related to debt financing are deferred and amaortized
over the term of the debt.
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CAPITALIZATION OF INTEREST

Interest is capitalized as part of the cost of certain assets while they are
being prepared for use. Interest of $4.6 million was capitalized in 2006
{2005 - $4.3 million).

INTANGIBLE ASSETS
Broadeast licences, site licences, newspaper mastheads, circulation and
other intangible assets are recorded at their cost, which, for business
acquisitions, represents the fair value at the date of the acquisition.
Circulation, broadcast licences, site licences and other finite life
intangibles are amartized over periods from 5 to 40 years. Finite life
intangbles are tested for impairment when events or changes in
circumnstances indicate that the carrying value may not be recoverable.
Intangibles with indefinite lives are not subject to amortization and are
tested for impairment annually or when indicated by events or changes in
circumstances. Impairment of an indefinite life intangible asset is recognized
in an amount equal to the difference between the carrying value and the
fair value of the related indefinite life intangible asset. The Company utilizes
a direct valuation approach in determining the fair value of intangible assets.

GOODWILL

Goodwill represents the cost of acquired businesses in excess of the fair value
of net identifiable assets acquired. Goodwill is tested for impairment annually
or when indicated by events or changes in circumstances by comparing
the fair value of a particular reporting unit to its carrying value. When the
carrying value exceeds its fair value, the fair value of the reporting unit’s
goodwill is compared with its carrying value to measure any impairment loss.

REVENUE RECOGNITION
Revenue derived from broadcasting activities consists primarily of the sale
of airtime which is recognized at the time commercials are broadcast, net
of any provisions for viewer shortfalis. Subscription and adveriising revenues
from publications activities is recognized when the newspaper is delivered.
Revenues derived from out-ol-home advertising are recognized over the
period the advertisement is being displayed. Subscription revenues for
news, business research and corporate financial information services
are recognized on a straightline basis over the term of the subscription
or relevant contract.

Amounts received that do not meet all of the above criteria are
recorded as deferred revenue on the balance sheel.

INCOME TAXES

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

Income taxes on undistributed garnings of TEN Group and CanWest
MediaWorks (NZ) Limited are provided at rates applicable to distributions.
Income taxes on undistributed earnings of foreign operations, other than
TEN Group and CanWest MediaWorks (NZ) Limited, are not provided as
such earnings are expected 1o be indefinitely reinvested.

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

PENSION PLANS AND POST-RETIREMENT BEMNEFITS

The Company maintaing a number of definad benefit and defined contribution
pension and other post-retirement defined benefit plans. For the defined
benefit plans, the cost of pension and cther retirement benefits earned by
emplovees is determined using the projected benefit methed pro rated en
service and management's estimate of expected plan investment performance,
salary escalation, retirement ages of employees, expected health care
costs. and other costs. For the purpese of calculating the expected return
on plan assets, those assets are valued at fair value. Past service costs
from plan amendments are amortized on a straight-line basis over the
average remaining service period of employees active at the date of the
amendment. For each plan, the excess of the net actuarial gain or loss
over 10% of the greater of the accrued benefit obligation and the fair value
of plan assets at the beginning of the year is amortized over the average
remaining service period of active employees. Transitional obligations

are amortized on a straight-line basis over the average remaining service
life of the employees expected to receive benefits under the plans as of
September 1, 2000. Gains or losses arising from the settlement of a pension
plan are only recognized once responsibility for the pension obligation has
been relieved. The average remaining service period of employees covered
by the pension plans is 12 vears {2005 - 14 years). The average remaining
service period of the employees covered by the post-retirement defined
benefit plans is 16 years (2005 - 15 years}. The Company also maintains
post-retirement defined benefit plans for certain of its employees, the

cost of which is expensed as benefits are earned by the employees. For
the defined contribution plans, the pension expense is the Company's
contribution to the plan,

CASH AND CASH EQUIVALENTS

For the purpose of the statements of cash ilows. cash inclydes cash and
shorl-term investments with maturities al the date of purchase of up to
three months.

SHARE-BASED COMPENSATION
The Company has share-based compensation plans as described in nate 10.
In addition, certain subsidiaries have share-based compensation plans. The
Company utilizes the fair value approach o account for stock options issued
subsequent to August 31, 2003. The fair value of share-based compensaticn
is recorded as a charge to net earnings based on the vesting period with a
credit to contributed surplus. The Company records a dilution gain or loss
into income when a subsidiary issues its shares or units under their plans.
No compensation expense was recorded for stock eplions issued prior to
Augusl 31, 2003 The Company’s proforma resulls, reflecting the fair value
based method of accounting for stock-Dased compensation, are disclosed
in note 10.

DERIVATIVE FINANCIAL INSTRUMENTS

Derivative financial instrumenis, up to the principal balance of the hedged
item, are used to reduce foreign currency and interest rate risk on the
Company's debt. Derivative financial instruments in excess of the principat
balance of the hedged itern are accounted for at fair value. The Company
does not enter into financial instruments for trading or speculative purposes.
The Company’s policy is to designate each derivative financial instrument
as a hedge of a specifically identified debt instrument at the time the
Company enters into the derivative financial instrument. In the event of
early extinguishment of the debt cbligations, the Company may continue to
hold the related derivative financial instruments. The realized or unrealized
gain or loss from these swaps is recognized in eamnings, and the swaps are
recorded an the balance sheet at fair value. Subsequent changes in the fair
value of overhanging swaps are recognized in earings. The inferest differential
to be paid or received under interest rate swap agreements is recognized
as an adjustment to interest rate and foreign currency swap losses.

Interest rate swap agreements are used as part of the Company’s
program to manage the fixed and floating interest rate mix of the Company’s
total debt portfolio and related overall cost of borrowing. The interest
differential to be paid or received under interest rate swap agreements is
recognized as an adjustment to nterest expense.

Foreign currency interest rale swap agreemenis are used to manage
exchange and interest rate exposures related to debt instruments denominated
in foreign currencies. Translation gains and losses on the principal swapped
are offset by coresponding translation losses and gains on the related debt
in earnings. The Company translates its foreign currency denominaled debt
that is hedged by cross-currency interest rate swaps at the current rate and
also records the effect of the foreign currency exchange rate implicit in the
swap agreement.

Gains and losses on terminations of interest rate and foreign currency
interest rate swap agreements are deferred and amortized over the remaining
lerm of the underlying debt as an adjustment o inferest expense.

RECLASSIFICATION OF PRIOR YEAR AMOUNTS
Certain prior year amounts have been reclassified to conform with the
financial staierment presentation adopled in the current year.
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CHANGES IN ACCOUNTING POLICIES

During the year, the Company applied the interpretations of The Canadian
Institute of Charlered Accountants Emerging Issues Committes abstract 159
Conditional Assef Retirernent Obligations ("EIC 159°). Under EIC 159, a
liability should be recagnized if the entity has sufficient information to
reasonably estimate the fair value of the asset retirement obligalion. The
Company has determined that it has conditional asset retirement obligations
related to certain of its transmission facilities, and accordingly, has recognized
a liability in the year, The change has been accounted for retroaclively with
restaternent. The impact of the change has increased the cost of property
plant and equipment by $1.3 million {(as at August 31. 2005 - $1.3 million).
increased accumulated amortization by $0.6 million (as at August 21, 2005 -
$0.5 million), increased future tax asset by $0.2 million (as at August 31,
2005 - 0.2 million). increased asset retirement obligation by $3.8 million
(as at August 31, 2005 - $3.6 million). decreased future income taxes
liability by $0.8 million (as at August 31, 2005 - $0.8 million), decreased
minority interest by $0.1 million (as at August 31. 2005 - § 0.1 miltion).
increased amartization expense for the year ended August 31, 2006 by

$0 2 million (2005 - $0.2 million). 2 nominal decrease in future {ax expense
for year ended August 31. 2006 (2005 - $0.1 million), and decreased

net earnings for the year ended August 31, 2006 by $0.2 million {2005 -
$0.1 millien}, with no impact on the basic or diluted earnings per share
for years ended August 31, 2006 and 2005, Gpening retained earnings

for the year ended August 31, 2006 has been decreased by $1.8 million
(2005 - $1.7 million).

The Canadian Institute of Chartered Accountants Emerging Issues
Commiittee of the Accounting Standards Board has issued EIC 161,
Discontinued Operations ("EIC 1617). EIC 161 addresses the allocation of
interest expense to discontinued operations based on the principal amount
of debt that will or could be paid with the proceeds from the sale of such
operations. EIC 161 also specifies that general corporate overhead expenses
may not be allocated to discontinued operations. EIC 161 applies to all
disposals transactions initiated after April 12, 2006 and may be applied
prospectively or retroactively. The Company applied EIC 161 prospectively
and it did not have an impact on the Company's results of cperations or
financial position.

Proposed accounting policies

The Canadian Institute of Chartered Accountants Accounting Standards
Board issued CICA 3855, Financial Instruments - Recogrittion and
Measurerertf, CICA 3865, Hedges. and CICA 1530, Comprehensive
income, which will be applied by the Company for its fiscal years beginning
on September 1, 2007, CICA 3855 prescribes when a financiai assel.
tinancial fiability ar non-financial derivative is to be recognized on the
halance sheel and the measurement of such amount. It also specifies how
financial instrument gains and losses are to be presented. CICA 3865 is
applicable for designated hedging relationships and builds on existing
Canadian GAAP guidance by specifying how hedge accounting is applied
and what disclosures are necessary when it is applied. CICA 1530 introduces
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new standards for the presentation and disclosure of components of
comprehensive income. Comprehensive income is defined as the change
in net assets of an enterprise during a reporting period from transactions
and other events and circumstances from non-owner sources. It includes
all changes in net assets during a period except those resulting from
investments by owners and distributions to owners. The Company is
currently considering the impacts of the adoption of such standards.

The Canadian Institute of Chartered Accountants Emerging Issues
Committee of the Accounting Standards Board has issued EIC 162, Stock-
Based Cormpensation for Employess Eligible to Relire Before Vesting Date,
("EIC 162"} which will be applied by the Company in the first interim
period ending subsequent to December 31, 2006. EIC 162 prescribes that
the stock-based compensation expense for employees who will become
eligible for retirement during the vesting period should be recognized over
the period up 1o the eligible retirement date. In addition, if the employee is
eligible for retirement on the grant dale. the entire stock-based compensalion
expense should be recognized on the grant date. The Company is currently
considering the impact of the adoption of such standards.

2. ACQUISITIONS AND DIVESTITURES
ACQUISITIONS
{a) On September 1, 2004, Eye Corp acquired the remaining 50% of
Eve Shop Pty Limited (formerly Eye Village Joint Venture) for $12.5 million
{A$13.4 million). In addition on July 1, 2005, Eve Corp acquired 100%
of Eye Drive Melbourne Py Limited {formerly Southcoast Pty Limited)
for $7.0 million {(A$7.8 million). The principal busingss activities of these
companies are the sale of outdoor advertising.

Eye Comp accounted for these acquisitions using the purchase method.
As such, the results of operations reflect revenue and expenses of the
acquired operations since the date of acquisition. A summary of the fair
value of the assets and liabilities acquired is as follows:

Current assets 5,872
Property, plant and equipment 5,224
Site licences 3,931
Goodwill 9633
Liabilities {1,607
23053
Consideration:
Cash 15,487
Carrying value of investment at date of acquisition 3,566
23,053

{b) On April 14, 2006, the Company completed its investments in Super FM,
Metro FM, Joy FM and Joy Turk FM for cash consideration of $73.6 million.
The principal business activity of these companies is the operation of radic
stations and the operations will be presented in the Turkey radic segment.
The Company has a 20% equity interest in Super FM and no equity interest
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in Metro FM, Joy FM and Joy Turk FM. The Company provided financing
to a third party to indirectly acquire its equity interest in each station and
also holds an option {o indirectly acquire 100% of the outstanding equity
of each station, subject to compliance with the Turkish foreign ownership
restrictions. The Company has entered into agreements to provide operational,
sales, and advisory services to each station on a fee for service basis. As
a result of our equity interest, financing of the purchase and operational
agreements, the Company has determined that it is the primary beneficiary
as defined by CICA handbock’s Accounting Guideline 15, Consolidation
of Varfable Interest Enttties, of these radio stations and accordingly, the
Company has consolidated the results of these acquisitions, A summary
of the fair values of the assets and liabilities acquired is as follows:

Property, plant and equipment 240
Goodwill 12,785
Broadcast licences 60,738
Liabilities (172)

73,591

(c) During 2006. Eye Corp completed the following transactions:
i. OnJuly 1, 2006, Eye Corp acquired the remaining 50% of
Eve Outdoor Pty Limited.
ii. On July 1, 2006, Eye Corp acquired 100% of Quidoor Plus Pty Limited.
iii. On June 14, 2006, Eye Corp acquired 100% of the operations of
Eve Corp (USA) Inc. {formerly Media Choice).

The total consideration for these acquisitions was $14.6 million
{A317.3 million) consisting of cash of $12.5 million {A$14.8 million) and
deferred consideration of $2.1 million (A$2.5 million) which will be paid
within one year. The principal business activities of these companies
are the sale of out-ol-home advertising. Eye Corp accounted for these
acquisitions using the purchase methad. As such, the results of operations
reflect revenue and expenses of the acquired aperations since the date
of acquisition. A summary of the fair value of the assets and liabilities
acquired is as follows:

Current assets 35
Property, plant and equipment 3,463
Site licences 2,995
Goodwill 8993
Liabilities (925)
14,581
Consideration:
Cash 12,487
Deferred cash consideration 2,094
14,581

DIVESTITURES
(d) On October 13, 2005, the Company transferred ils net assets and
operations of its newspaper and interactive operations (excluding the
National Posf) and certain shared service operations, which provide customer
support and administrative services to the Company, (the "publications
group”), and to a new entity, the Limited Partnership. In exchange, the
Company received units of the Limited Partnership representing a 74.2%
ownership interest and notes receivable of $1,3359.5 million.

Concurrently. the CanWest MediaWorks Income Fund (the “Fund”)
closed its initial public offering {“1PO") of units and invested the proceeds
in units of the Limited Partnership representing a 25.8% interest. Total
proceeds for the offering were $550 million and costs of the offering were
$35.2 million and were paid by the Limited Partnership.

In addition, the Limited Partnership obtained credit facilities in the
amount of $1 billion and drew $830.0 mitlion on the credit facilities.

The Limited Partnership utilized the initial proceeds of the issuance of
the units to the Fund and $822.5 million in drawings under its new credit
facilities to repay the $1,339.5 million note payable to the Company.

Approximately 26% of the Company's units of the Limited Partnership
are subordinated in the payment of distributions if the Limited Partnership
does not have adequate resources on a quarterly basis to fund distributions.
The subordination period ends October 31, 2007, at which time these units
will have the same terms and conditicns as the other parinership units.
As a result of the transaction, the Company recorded a dilution gain of
$101.4 million {note 14).

(e} On August 31, 2006, the Company completed the sala of its Ireland
television segment (see note 15). The Company recorded disposition of
goodwill, other assets and liabilities related to Ireland television segment
of $3.9 million, $15.4 million and $11.8 million, respeactively.

3. OTHER INVESTMENTS

2006 2005

Investments in private
companies - at cost 3,389 12,715
Invesiments - equity methad 14,501 10,344
17,890 23,053

in Novemnber 2004, the Company received proceeds of $2.2 million from
the liguidation of an investment in a private company, resulting in an
investment gain of $2.2 million as the investment was previously written
off as a result of impairment.

In January 2006, the Company invested $2.3 million {US $2.0 million)
for a 30% ownership interest in a U.S. weekly opinion magazine. The
Company accounts for this investment using the equity methed.

In 2006, the Company scld an investment in a private company for
$9.3 million and recorded a neminal gain en this transaction.
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4. PROPERTY, PLANT AND EQUIPMENT

2006 2005
Cost Accumulaled het Cast Accumutated Met

Amorlization Amortization
Land 65,055 - 65,055 62,421 - 62,421
Buildings 207,449 48937 158,512 203,339 40,509 162.830
Machinery and equipment 983,661 532943 450,718 937313 477790 4595723
Leasehold and land improvemenis 37,270 13,857 18,413 38,968 18,403 20.565

1.293.435 600,737 £92,698 1,242,041 536.702 705339

The net book value of property, plant and equipment located in Canada During 2006, the Company had no additions related o assets under
was $574.8 million (2005 - $586.2 million}, in Australia $75.2 million capital leases.
(2005 - $75.5 million) and in other foreign jurisdictions was $42.7 million The Company has assets under capital leases with original cost of
(2005 - $43.6 million). $19.2 million {2005 - $19 .2 million) and accumulaled amortization of
$1.6 million {2005 - $1.0 million).
5. GOODWILL
2005 Additions  Divestitures Other 2006
Operating segment
Publications and Interactive - Canada 1,684,792 - - - 1,694,792
Television - Canada 481,341 - - - 481,341
Television - Network TEN 31,011 - - (2.024) ™ 28,987
Television - New Zealand 42,893 - - {5,194) @ 37699
Radio - New Zealand 99,873 - - (11,945) 87928
Radio - Turkey - 12,785 © - {1,185) 4 11,600
Outdoor - Australia 70,941 8,003 M - (4.132) @ 75,802
Total 2,420.851 21,778 - {24,480) 2,418,149
2004 Additions  Divestitures Other 2005
Rewised ™ Rewised
Operating segment
Publications and Interactive - Canada 1,736,595 - - (41,803) 7@ 1,694,792
Television - Canada 481,876 - - {535) 481,341
Television - Network TEN 32,385 - - (1,384) 31,011
Television - New Zealand 44,868 - - (1.975) 42893
Radio - New Zealand 105.823 - - (5,850) @ 99873
Radio - Turkey - - - - -
QOutdoor - Australia £3.803 96334 - {2,545 70,941
Total 2,465,410 9.633 - {54,192} 2,420.851
(1) Increase in goodwill related to TEN Group's acquisiions of Eya Shop Pty Limited and Lya Drve (4) Decrease i goodwill related to fluctuations i currency translation rates.
Melbourne Pty Limited (note 2). (5) Duning the divestiture of a parlion of our Canadian publcations and interactve segment (nole 2,
(2] Decrease n goodwill of the publicaiions and interactive segment related to the Matonal Post. the Cormpany delermined that 529 0 million of goodwill relaling to {uture taxes on the acqusition of
Through its annual goodwall impairmant testing the Company deiermined that the far value of this segment were previously reparted v ine Canadian ltelevision segment. As a result. the goodwill
the National Postwas less than iis boak value. As a result the Company racorded a goodwill has. been retioactively 1estated by increasing the Canadian publications and interactive goodwill by
impairment of $41.4 million. In addition, the value of ntangible assets related to Matona Fosi $29.0 million and decreasing the Canadian television goodwill by $29.0 million. The opening amounts
circulation was determined to be impaieed (see nate B). The impairmenis resulted from the have been rewsed 10 reflect the classiication of Irelang as a discontinued aperation (nate 15).
incurrence of successive vears of operating losses i this business unit and 15 failure to acheve {6) Increase 0 goodwill related to the Company’s acquission of Super FM, Metio FM, Joy FM
the proftability targets set oul In its business plans. and Joy Turk FM radio stations n Turkey (note 2). The goodwib related 10 this acquisian s
{3) Decrease n goodwill related to an adjustment to retlect the reversat of certan unulilized deciuctible far tax v lurkey and has a 1ax value of $11,422.
reskruciuring provisions 17} Increase in goodwill 15 related 1o Bye Corp's acousitions of the remaining 50% of Eye Outdoar

[y Limited. Qutdoor Plus Pty Limited and Eye Gorp (USA} Inc. (formerly Media Chaice) {nata 2).

>



<«

ANNUAL REPORT 2006

6. INTANGIBLE ASSETS

=

2006 2005
Cost Accumulated Met Cost Accumulated Net
Amortization Amortization
Finite life:
Circulation and other 126,766 38,195 38,571 126,766 78.099 48,667
Broadcast and site licences 45 588 6,858 38,730 44 750 5336 39,414
172,354 95,053 77,301 171.516 83,435 88.081
Indefinite life:
Broadcast licences 757,769 715,151
Newspaper mastheads 338,886 338,886
1,096,655 1,054,037
Total intangible assets 1,173,956 1,142 118

During the year. the Company acquired the operations of radio stations in
Turkey (note 2} and recorded indefinite life broadcast licences in the amount
of $60.7 million related to these acquisitions. In addition. during the year,
as a tesult of the acquisitions, Eve Corp acquired $3.0 million of site
licences (note 2).

During 2005, an impairment loss of $9.6 million (net of accumulated
amortization of $1.1 million) relating to finite-lived intangible assets classified
as circulation and other was recorded (note 5{2}). The impairment related
to the Canadian publications and interactive segment.

7. LONG-TERM DEBT

Amoartization of intangible assets of $12.4 million was recorded in 2006
{2005 - $20.3 million}.

CanWest MediaWorks (NZ} Limited intends to formalize a commitment
to renew its radio broadcasting licences from the New Zealand Government
far the years from 2011 to 2031 Although to date no formal contract has been
entered into, it estimated that an amount of approximately NZ$ 40.0 million
will be payable in 2011,

Interest 2006 Interest 2005
Rate Rate !
Senior secured credit facility ¥ 73% 4722249 - -
Senior secured credit facility ! - - 6.7% 346,100
Senior unsecured notes ¥ 7.6% 277 6.5% 237420
Senior subordinated notes © - - 715% 549,632
Senior subordinated notes ©* 85% 872,031 6.8% 936,967
CanWest MediaWorks Limited Partnership Secured Credit Facility ! 5.3% 825,000 - -
Term bank loan N7$185,000 (2005 - NZ$187.802) 7 1.5% 133,977 7.3% 154,824
Unsecured bank loan AUS$170,000 (2005 - AUS$180,000) #® 6.6% 143,514 6.2% 160,794
Senior unsecured notes US$125.000 (2005 - US$125,000) » 12% 138,320 7.0% 148,609
Senior notes AUS$150.000 00 6.8% 126,630 - -
Other 3.0% 4,250 3.0% 4,250
2,666,248 2,538,596
Effect of forsign currency swap 104.937 356,241
Long-term debt 2771185 2,894 837
Less porticn due within one vear {4.250) (8,747}
Long-term portion 2,766,935 2,886,090

4}
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{1) The effective interest rate as at August 31 gives effect to interest rate swaps.

{29 In Qctober 2005, the Company obtained a new $500 million revalving term senior secured
credit facility and relired its previous senior secured credit facility. Debt with a book value of
$526.4 million was seftled for cash of $526.4 million. In addition, deferred financing costs of
$6.0 million relating to this facility were written off resulting in a loss on debt retirement 6f
$3.9 million, net of tax of $2.1 million. As a result of the settlement of this detd. the Company
realized a loss of $46.3 million, net of tax of $25.4 million, related to the associated interest rate
and crosscurrency inferest rate swaps, During the year the senior secured creds facility was
amended o increase the amount available to $600 milfion and to revise certain of the financial
covenants. As at August 31, 2008, the Company had $150.0 million, net of letters of credit of
$28.0 million. The revoling facility matures September 2010 and is subject to certain restrictions
and bears interest at banker's acceptance rates plus a margin, This facility is secured by substantially
all of the Company's directly held assets including the assets of ts Canadian broadcast aperations,
the Mationaf Past partnarship units of CanWest MediaWorks Limited Partnership, shares of
CanWest MediaWorks (NZ) Limited and shares and debentures of TEN Group Pty Limited.

Following year end, in September 2006 the Company applied $179 million in proceeds from
the sale of TV3 Ireland to reduce the balance outstanding under the facility; concurrently the
total availability under the facility was reduced to $513 million

{3) The US$0.3 million senior unsecured notes mature in April 2013 and bear interest at 7.625%.
The nates are redeemable at the Company's option, in whole at any time ar in part from time
to time, on or after April 15, 2008. In Oclober 2005, debt with a book value of $233.8 million
{US$199.8 million) was retired for cash of $258.9 miillion. Deferred financing and cther costs
of £6.3 million relating to these notes were written off. The transaction resulled in a loss an debt
retirement of $21.4 million, net of tax of $10.0 million. In Novernber 2005, the related foreign
currency inlerest rate swaps were settled for cash of $84.8 million, resuting in a swap loss of
$22 0 million, net of tax of $12.1 million.

{4) In October 2005, the senor subordinaled noles with a book vatue of $532.0 million, including
all the loans held by the majonity shareholder of the Cormpary, was retired for cash of $530.8 million.
Deferred financing and other costs of $20.7 million refating to these nates were written off. The
transaction resulted in a loss on debt retirernent of $54.2 million, net of tax of $25.3 million
The Company also seftled the associated foreign curency interest rate swaps for cash of $169.3
million and recorded a swap loss of $12.5 million. net of tax of $5.9 million. In June 2006, the
remaining 11otes payable with a book vatue of $9.7 million were settled for cash of $10.2 million.
The transaction resulted in a loss on debt retirement of $0.3 million, net of tax of 30.2 million

{5) US$761.1 million senior subordinated nates are due in 2012 and bear interest at 8.0%. The
netes rank junior to the Company's senice credit facility and are guaranteed by cerlain subsidiaries
of the Company. The notes are redeemable at the Company's option on or after September 13,
2009 The Company has entered inlo a US5761.1 million tareign currency interest rate swap

resulting in floating interest rates on these notes at interest rates based on bankers acceptance
rates plus a margin and a fired currency exchange rate of US$1:$1.1932 until September 2012

In Movernber 2004, the Company settled its 12.125% junior subordinated notes through the
issbance of its 8% senior subordinated notes. The difference between the fair value of the new
notes and the book value of the junior suborchnated notes, together with certain other costs of
settling the debt totating 44 million, was charged to earmings for the year ended August 31, 2005
as a lass on debt extinguishment.

{6) Canwest MediaWorks Limited Partnership obtamed credit facilities in the amount of $1 billion
consisting of an $825 mullion non-revalving term credit facility and a $175 millon revolving term
credit facility. The revolving facility matures in October 2010, and is subject to certain restrictions
and bears interest at banker's acceptance rate plus a margin. The non-revolving facility matures
in Qctaber 2010 and bears interest at banker's acceptance rates plus a margin. The Limited
Partnership has drawn $825 .0 million on its nor-revolving facility and nil on its revolving facility.
The Limited Partnership has entered into five year interest rate swap contracts to fix the interest
payments on a notional amount of $325.0 millien for the first three vears and $660.0 million
for the remaing two years resulting in an effective inferest rate of 5.3%.

{7} These credit facilities provide for revalving working capital and revolving term loans in the amount
of NZE25.0 million and MZ$200.0 million, respectively, and are subject (o a negative pledge deed.
The working capital facility matures uly 2007 and the term faclity matures July 2009, At
August 31, 2006 NZ$185.0 millien (August 31, 2005 - NZ5186.8 million} was drawn on the
revolving terrn facility and nil was drawn under the working capital facility (August 31, 2005 -
NZ$1.0 million). The debt bears interest at floating rates. The Company has entered into interesi
rate swaps 1o fix the interest payments on NZ$165.0 million of its New Zealand term bank loan
resuiting n an effective interest rate of 7 5% with expry dates from September 2006 to July 2010.
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18 Credit facility pravides for a manmum of $590.1 million (AUS$700.0 millon} n advances.
At August 31, 2006 the TEN Group had drawn AUS$170.0 million against this facility leaving
an availability of AUS$530.0 millon. The debt bears interest al floating rates and malures in
December 2008.

[9) The US$123.0 million unsectred notes matore in March 2013, The TEN Group has entered
into a US$125.0 million fareign currency nterast rate swap resulting in floating rates and a fixed
currency exchange rate of USS1AUSH1 6807,

{10) In December 2005, TEN Group completed a private placement of flsating rate unsecured
senigr nates due December 2015 in the amount of AUSHTE0 million

Under its Senior Secured Credit facility, the Company is required to maintain
a fair value of its interest rate swaps and foreign currency and interest rate
swaps above a prescribed minirmum lability ($500.0 million as at August 31,
2006}, There were also prescribed minimum habilities with individual
counterparties, which have two-way reccuponing provisions. The Company
was required to make net recouponing payments of $118 5 million during
2006 (2005 - $97.0 millicn), $68 8 million (2005 - $55.3 million) of this
recouponing payment related to overhanging swaps, and accordingly, was
reflected in cash flows from operating activities. Further strengthening of
the Canadian currency and/or changes in interest rates may result in further
payments to counterparties.

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

Principal payments of longterm debt, based on terms existing at
August 31, 2006 over the next five years, are:

Year ending August 31, 2007 4,250
2008 -
2009 277491
2010 -
2011 1,247,249

8. INTEREST RATE AND FOREIGN CURRENCY

SWAP LIABILITIES
The Company has entered into interest rate swaps and foreign currency
interest rate swaps for which it has not utilized hedge accounting as a result
of the early extinguishments of the related debt obligations. The Company
records these swaps at their fair value at each balance sheet date. Changes
in the fair value is charged or credited to earnings as interest rate and foreign
currency swap losses. The following are the key terms and the fair value of
each swap. Certain swaps contracts with the same ferms have been grouped.

For the year ended August 31, 2006 the Company recorded foreign

currency swap losses of $138.6 million {2005 - $121.1 miltion).
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Netional Fair Notional Fair

Amount Value Amount Value

as at as at as at as at

Type of swap Maturity Aug 31,2006  Aug 31,2006 Aug 31,2005 Aug 3l 2005

Floating to fixed interest rate swaps November 2006 50.000 237 150.000 2.265

Floating to fixed interest rate swaps Vartous to August 2009 47,285 2,933 32,764 3,454

Floating to fixed interest rate swaps November 2009 250.000 15.714 250,000 32129

Floating to fixed interest rate swaps Various {o December 2014 219,492 {2,650) 254,490 2,264

{AUSE260,000) {AUS$3,147)  (AUS$285,000) {AUSS2,534)

Floating to fixed foreign currency swap Various lo Augusl 2008 520,135 119,288 518,659 174 923

Total net fair value 139,516 215,075
The total fair value is recorded on the balance sheet as follows:

Tolal liabilities 142172 215,075

Total assets (2 656) -

Total fair value 139.516 215,075

9. OBLIGATIONS UNDER CAPITAL LEASES
The Company has entered into capital leases with future minimum lease
payments for the years ended August 31 as follows:

10. CAPITAL STOCK

AUTHORIZED

Authorizad capital consists of an unlimited number of preference shares
issuable in series, multiple voting shares, subordinate voting shares and

2007 4,850 non-voting shares.
2008 3,529 The multiple voting sharas, the subordinate voting shares and the
2009 3,868 non-veting shares rank equally on a per share basis in respect of dividends
2010 3,654 and distributions of capital and are subordinate to the preference shares.
2011 3808 Subordinate voting shares carry one vote per share, and multiple voting
Thereafter 1,560 shares carry ten votes per share. Non-voting shares do not vote, except at
Total minimun lease payments 21.309 meetings where the holders of such shares would be entitled, by law, to
Amount representing interest vote separ;tely asa class ‘ 7
{at rates of 5.9% to 9.6%) (5,208) Multiple voling shares are convertible inte subordinate voting shares
Fresent value of minimum ' and nonwoting shares on a one-for-one basis at any time at the option of
‘V T the holder. Subordinate voting shares are convertible into nonvating shares
capital lease payments 16,101 . ) . )
. o on a one-for-ane basis at any time at the option of the holder. Non-voting
Less current portion of obligations o ) )
d tal | (3.640) shares are convertible into subordinate voting shares on a one-for-one
UNCET CapTA Bases 12'461 basis provided the holder is Canadian.

Interest expense recorded on the obligations under capital leases was
$1.4 million {2005 - $1.4 million).

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

Series 2 preference shares are not eligible {o vote, and at the opticn
of the Company, are redeemable for cash. or convertible to subordinate
voting or non-voting shares based on the market value of the subordinate
voting or non-voting shares at the date of conversion.

The series | and 2 preference shares are nol entitled to dividends
and distributions in the normal course or in respect of a liquidation or
wind-up and have no right to vote separately as a class.
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At August 31, 2006, and August 31, 2005, there were no series 1 ¢
series 2 preference shares outslanding.

2006 2005
Issued
76.785.976 multiple voting shares
(2005 - 76.785.976) 3,199 3,199
99 133.417 subordinate voling shares
(2005 - 98.813.655) 828548 824543
1,511,811 non-voting shares
(2005 - 1.795,092) 18,472 22167
850,219  849.909

Changes in outstanding share capital during the two years ended
August 31, 2006 were as {ollows:

MNumber
of shares 3

Multiple voting share capital:

Balance - August 31, 2005 and 2006 76,785,976 3,199

Subordinate voting share capital:

Balance - August 31, 2004 98,667,438 820,625
Changes pursuant to:
Share purchase plans 25,711 371
Exercise of stock options 89,242 g0l
Redeemed fractions {4 -
Conversion fram non-voting shares - net 31,268 2,646
Balance - August 31, 2005 93813,655 824543
Changes pursuant to:
Share purchase plans 15,021 183
Exercise of stock options 17,231 125
Redeemed fractions {n

Conversion from nonvoling shares - nel 283,511 3,697

Balance - August 31, 2006 99,133,417 828548
Non-voting share capital:
Balance - August 31, 2004 1825718 24 804

Changes pursuant 1o:
Share purchase plans 642 g
Conversion to subordinate voting shares - net (31.268) {2,646}
Balance - August 31, 2005 1,795,092 22167
Changes pursuant to:
Share purchase plans 300 2
Conversion to subordinate voting shares - net (283.511) (3,697)

Balance - August 31, 2000 1511881 18,472
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SHARE COMPENSATION PLANS

The Company’s Board of Directors has approved share compensation plans.
the purpose of which is to provide employees of the Company and its
subsidiaries with the opportunity 1o participate in the growth and development
of the Cormpany through the granting of options and share purchase loans,
Al any time, the number of subordinate voting and non-voting shares
reserved and sel aside for purposes of the plans may not exceed 10%

of the issued shares of the Company

Options vest over a five or sixyear period are fully exercisable on vesting
and expire ten years after issuance, except that under certain specified
conditions the options vest and become exercisable immediately. The
exarcise price represents the market trading price at the date on which
the option was granted.

Under management and employee share purchase plans, employees
may purchase subordinate voting shares or nonvoting shares from treasury
at the market tfrading price using non-interest bearing short-term loans
provided by the Company. The shares are held as collateral by a trustee
unlil the loans are repaid.

The Company adopted the fair value method of accounting for share-
based compensation on a prospective basis for options granted subsequent
to September 1, 2003. resulting in compensation expense and a credit to
contributed surplus of $1.8 million for the vear ended August 31, 2006
{2005 - $2.5 millien}. The fair value of the options granted during the year
ended August 31, 2006 was estimated using the Black-Schaoles option
pricing model with the assumptions of no dividend vield (2005 - nil}, an
expected volatility of 31% (2005 - 42%), risk free interest rates of 4.0%
(2005 - 4.2%) and an expected life of seven years (2005 - seven years).

The total fair value of 3982 750 stock aptions granted by the Company
in the year ended August 31, 2006 with a weighted average exercise price
of $10.10 per option was $4.1 million, a weighted average fair value per
option of $4.17. During the year ended August 31, 2005, 1,177,500 stock
options were granted with a weighted average exercise price of $12.06 per
option, a total fair value of $6.4 million and a weighted average fair value
per aption of $5.44. During 2005, the Company agreed to issue approximately
187,000 shares, which vest in two years, for no consideration. The fair value
of the shares at the time of issuance was $10.40 per share. During the
vear ended August 31, 2006, the Company recorded compensation expense
and a credit to contributed surplus, of $0.7 million (2005 - $0.6 million)
related to these shares,

The proforma cost of share compensation expense if the Company had
adopted the far value method retroactively for the vear ended August 31,
2006 would be $1.0 million (2005 - $1.3 million). A value of $0.7 million
would be charged o proforma net eamings in future years according lo
the vesting terms of the options. The resulting proforma net earnings from
continuing operations, basic and diluted earnings per share for the year
ended August 31. 2006 would have been $4.4 million. $0.02 and $0.02.
respectively {2005 - $10.7 million. $0.06. and 50.06). The resulting proforma
net earnings. basic and diluted earnings per share for the year ended
August 31, 2006 would have been $177.7 million. $1.00 and $1.00,
respectively (2005 - $9.0 million, $0.05. and $0.05).
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Changes in outstanding options to purchase subordinate voting shares or nonvoling shares for the two years ended August 31 were as follows:

2006 2005

Options Average Options Average

Price § Price §

Options outstanding, beginning of year 2,494,202 1345 2,360.483 13.74
Changes pursuant to:

Options granted 982.750 10.10 1,177,500 12.06

Options exercised (17.231) 7.25 (89,242) 10.10

Options expired (280,931) 12.80 (583.113) 13.74

Options forfeited (186.386) 11.56 (371,426) 11.25

Options outstanding, end of year 2,992 404 12.56 2,484,202 13.45

Options exercisable as at August 31 1,203,151 14.83 1,725,914 15.10

The following aptions to purchase subardinate voting shares or non-voting shares were outstanding and exercisable as at August 31, 2006:

Range of Number Weighted average Weighted average Number Weighted average
exercise prices 3 outstanding remaining life years exercise price $ exercisable exercise price §
5-10 221.049 6.4 7.21 147199 721
10 - th 2,179,657 8.3 11.39 504,171 12.30
15-20 347213 36 16.21 307,296 16.35
20-25 240,040 15 2265 240,040 2265
25 and over 4,445 1.3 25.67 4445 25.67

2,952,404 /1 12.56 1,203,151 14 83

CanWest MediaWorks (NZ) Limited has a stock option plan for certain officers
and employees. CanWest MediaWorks {NZ) Limited has issued 2.7 million

options in 2006 and has a lotal of 5.6 million options outstanding under

the plan. The Company has included an expense of NZ$0.5 million for the

year ended August 31. 2006 (2005 - NZ$0.5 million).

CanWest MediaWorks Limited Partnarship has a performance unit
plan for certain officers and employees. CanWest MediaWorks Limited
Partnership has issued 0.6 million units which is equal 1o the entire number
units issued under the plan, The Company has included an expense of

$0.8 million for the year ended August 31. 2006.

11. EARNINGS PER SHARE

Basic eanings per share are calculated using the daily weighted average

number of shares outstanding.

Diluted earnings per share are calculated using the daily weighted
average number of shares that would have been outstanding during the

The following table provides a reconciliation of the numerators and
denominators used in computing basic and diluted earnings per share:

year had all potential common shares been issued al the beginning of the

year, or when the underlying options were granted or issued, if later. The
treasury stock method is employed to determine the incremental number

20086 2005

Nel earnings from continuing operations 5.365 12.006
Gain on sale of discontinued operations 163.547 -
Net earnings (loss) from

discontinued operations 9,760 (1,801)
Net earnings available to

common shareholders 178,672 10,205
Basic weighted average shares

outstanding during the year 177,421,492 177319675
Diiutive effect of oplions 324,418 328,915
Diluted weighted average shares

outstanding during the year 177,745,810 177,648 590
Options outstanding that would

have beer anti-dilutive 1.749 854 859,608

of shares that would have been outstanding had the Company used

proceeds from the exercise of options to acquire shares.
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12. CUMULATIVE TRANSLATION ADJUSTMENTS

The cumulative foreign currency translation adjustments account reflects the
net changes in the respective book values of the Company's investments
in self-sustaining foreign operations due o exchange rale fluctuations
since the respective dates ¢f their acquisition or start-up.

The changes in this account arise from changes in the Australian
Doltar, New Zealand Dollar, Euro, New Turkish Lira and United Kingdom
Pound Sterling currencies relative to the Canadian currency. and changes in
the Company’s net investment in the book values of infernational cperations.

Changes in this account were as follows:

2006 2005

Deferred loss, beginning of vear 11,937 13,821
Deferred foreign currency losses (gains)

during the year 12,402 {2.506)
Realization of translation (losses) gains

due to distributions and divestitures (6,883) 622

Deferred loss, end of year 17,456 11,937

The balance of cumulative translation adjustments at the end of the year
represents net unrealized losses as follows:

2006 2005

Austrafian Dollar 9,618 9,830
New Zealand Dollar 7587 1,498
Eurg - 558
New Turkish Lira 238 -
United Kingdom Pound Sterling 11 -
17,456 11,937
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13. INCOME TAXES
The Comipany's provision for income taxes reflects an effective income tax
rate which differs fram the combined Canadian statuiory rate as follows:

2006 2005

Income taxes al combined Canadian
stalutory rate of 34.4% (2005 - 34.9%)

Nantaxable portion of capital gains

Effect of valuation allowance

12,263 44.030
(2,284) (521}

on future tax assels (3.682) 2.853
Effect of foreign income tax rates differing

from Canadian income tax 1ales (8.563) (13,645)
Incremental taxes on debt extinguishment - 5652
Change in expected {uture lax rates (4,541) (2.896)
Large corporation tax and withholding tax 1,060 2,838
Non-taxable dilution gain on disposition

to Limited Parinership (45,594) -
Limited Partnership net earnings

allocated to minaority interest {15,822) -
Non-deductible foreign exchange losses 2.641 -
Effect of uncertain lax positions (14.461)  (10,299)
Non-deductible expenses 5.797 4126
Goodwill impairment - 14 546
Prior penod temporary differences

not previously tax effected (218) (6,644)
Change in Australian tax conselidation

legislation - {17.710)
Other {2,618 (2,105)
Provision for (recavery of) income taxes (76,022) 20,226

An analysis of nel earnings {loss) from continuing operations before tax by
jurisdiction follows:

2006 2005
Canada (167485) (181,777}
Foreign 203166 307941
Net eamings befare tax 35681 126,164

An analysis of the provision for current and fulure income taxes by
jurisdiction follows:

2006 2005

Current income taxes
Canada {14,001} (1.588)
Foreign 55,815 96,046
41,814 94 458

Future income taxes

Canada {126,845) (55,074}
Foreign 9,008 (19,158)
(117.836) ({74.232)
Provision for {recovery of]) income taxes {(76.022)  20.226
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Significant companents of the Company's future tax assets and liabilities
are as fallows:

2006 2005

Future tax assets
Nor-capital loss carry-forwards 264,335 185976
Pravision for write down of investments 5111 11,337
Accounts payable, other accruafs and interest

rate and foreign currency swap lability 74,220 91,353
Post-retirement benefits 14,160 14,402
Less: Valuation allowance {94,402) (102,573)
Total future tax assets 263.424 200,495
Future tax liabilities
Capital cost allowances

in excess of book amortization 65,073 25,869
Pension assets - net 3.534 3,505
Broadcast rights 43,409 38,590
Intangible assets 95366 118.879
Other assets 39 16,212
Total future tax liahilities 207,773 263,055
Net future tax (asset) liability (55,601) 62,560
Current portion of future tax asset 17,799 3,883
Longterm portion of future tax asset 178,083 54,242
Current portion of future tax liability {43.409) (44,663
Net long-term future tax liability 96,822 76,032

The provision for income taxes for the vear ended August 31. 2005, includes
adjustments for prior period temporary differences not previously tax effected
aggregating to $6.6 million {$5.8 millien future income tax, and $0.8 million
current income tax). The Company determined these adjustments were not
material to the resulis of the year ended August 31, 2005 or previous years
results. The adjustments have been included in the earnings for the year
ended August 31, 2005. These adjustments had the effect of increasing
basic and diluled earnings per share for the year ended August 31, 2005
by $0.04 per share.

As at August 31, 20086, the Company had non-capital loss carry-
forwards for income tax purposes of $908.8 million that expire as fcllows:
2007 - $8.3 million, 2008 - $24.8 million, 2009 - $56.2 million, 2010 -
$86.2 million. 2011 - $4.2 million, thereafter - $729.1 million.

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

14, INVESTMENT GAINS, LOSSES AND WRITE-DOWNS
The Company has recorded the following investment gains, losses and
writedowns:

2006 2005

Ditution gain - sale of 25.8% of
Limited Fartnership (note 2) 101,370 -
Gain on sale of investment (note 3) 138 21471

Dilution gain - TEN Group and
CanWest MediaWorks (NZ) Limitad 64 660
Other 918 {1,304
102490 1,527

15. DISCONTINUED OPERATIONS
In the year ended August 31, 2004, the Company commenced a process
to sell its Fireworks Entertainment Division. In July 2005, a subsidiary of
the Caompany sold ceriain assets, with a book value of $18& million, and
operations which comprise the Fireworks Entertainment Division's film and
television program operations for net proceeds of $16 million. Praceeds
of $1 million are recorded in accounts receivable as they have been
held in escrow to be released over a period ending December 2007. In
September 2005, a subsidiary of the Company completed the sale of the
Fireworks Entertainment Division's remaining film and television program
rights with a book value of $3 million for net proceeds of $3 millicn. As the
assets were carried at their fair values, no gain or loss was recorded on
these transactions. Prior o its classification as a discontinued operation
the resutts of Fireworks Entertainment were reported in the Canadian
entertainment segment.

During the second quarter of fiscal 2006. the Company commeanced
a process to sell its 45% interest in TV3 Ireland as it was no longer considered
a core operating asset. As a resull, the results of these operations were
classified as a discontinued operation in the consolidated statements of
garnings, the net cash flows were classified as operating, investing and
financing activities from discontinued operations in the consolidated
statements of cash flows and the assets and liabilities were classified on
the consolidated balance sheets as assets and liabilities of discontinued
operations. The Company completed the sale of TV3 Ireland on August 31,
2006 for net cash proceeds of $179 million, including a repayment of a
loan to the Company of $3 million, and recorded a gain on sale of $164
mitlion, riet of tax of $6 million. The amount of goodwill that has been
included in the gain on sale is $4 millicn. Prior to the classification as
a discentinued operation, the results of TV3 Ireland were reported within
the Ireland television segment. The classification of TV3 Ireland as a
discontinued operation has decreased earnings from centinuing operations
by $11 million for the year ended August 31, 2006 (2005 - $10 million).
Cash flows from operating activities of continuing operations have been
decreased by $9 million for the year ended August 31, 2006 {2005 - $7 million),
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During the fourth guarter. the Company comimenced a process to
sell its Canadian radio stations. Subsequent to year end. the Company
announced that it had reached an agreement to sell its Canadian radio
stations for $15 million as they were net considered core cperating assets.
The closing of the transaction is dependent upon ebtaining regulatory
approval which the Company expects will be granted within the next year.
As a result, the results of these operations were classified as a discontinued
operation in the consolidated statements of earnings, the net cash flows
were classified as operating, investing and financing activities from
discontinued operations in the consolidaled statemenits of cash flows
and the assets and liabilities were classified on the consolidated balance
sheets as assels and liabilities of discontinued operations. Prior to the
classification as a discontinued operation, the results of the Canadian
radio stations were reported within the Canadian television segment. The
classification of the Canadian radio stations as a discontinued operation
has increased earnings from continuing operations by $2 millisn for the
year ended August 31, 2006 (2005 - $2 million). Cash flows from operating
activities of continuing operations have been decreased by less than a mifiion
doflars for the vear ended August 31. 2006 (2005 - nil).

The earnings from discontinued operations are summarized as foliows:

2006 2005
Revenue 41,683 96.805
Earnings {loss) from discontinued
operations before tax expense 11,091 (992
Income tax expense 1,331 309
Earnings (loss) fram discontinued operations 9,760 {1.801}
Earnings {loss) from discontinued
operations per share (in dollars):
Basic $0.06 ($0.01)
Diluted $0.06 ($0.01)

* The Company has not allocated interest on the parent company's debt to discontinued operations.
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The carrying values of the net assets related {0 the discontinued operations
are as follows:

2006 2005
Investment in broadcast rights - 8,136
Other curent assets 621 5.220
Total current assets 621 13.356
Investment in broadcast rights - 1.058
Other non—current assets 1,847 14,040
Total noncurrent assets 1.847 15.098
Debt - 12,270
Other current liahilities 514 6,807
Total current liabilities 514 19.077
Long-term liabilities 162 2,37
Net assets 1,792 7.006

16. STATEMENTS OF CASH FLOWS

The following amounts comprise the net change in nancash operating
accounts included in the statements of cash flows excluding non-cash
operating accounts related to discontinued operations:

2006 2005
Cash generated (utilized) by:
Accounts receivable 17,290 31,093
Investment in film and television programs (21.715) 12,794

Inventory 171 (84}

Cther current assets (12,275) (6.742)
Other assets 4,367 (7.754)
Accounts payable and accrued liabilities (12.280) 27060
Income taxes payable (53,8549)  20.795
Deferred revenue {914) 2,556
Film and television program accounts payable 3.138 2330

(76,177)  82.054

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

2006 2005
Interest 207125 231,132
Income laxes 87,603 76.445
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17. ASSET RETIREMENT OBLIGATIONS

The asset retirement obligations arise from legal obligations that exist for
the removal of equipment or the restoration of sites upon termination of
certain agreements. The assel retirement obligations are associated with
transmissicn facililies and related structures. The asset retirement cbligaticns,
which are calculated based on the discounted future cost of the estimated
cash tlows recuired to settie the obligations, of $8.5 million are recorded
in other accrued liabilities. The undiscounted amount of the estimated cash
flows is approximately $14.4 million. Interest rates of 8.5% ta 9.0% were

used to calculate the present value of the asset retirement obligations
over a pericd of one year to 99 years.

18. PENSION AND POST-RETIREMENT BENEFITS

The Company has a number of funded and unfunded defined benefit plans,
as well as defined contiibution plans. that provide pension. other retirement
and post-retirement benefits to its employees. Iis defined benefit pensiaon
plans are based on years of service and final average salary. Informaticn
cn the Company's pension and post-retirement benefit plans follows:

Pension benefits Post-retiremant benefits 12

2006 2005 2006 2005

Plan Assets
Fair value - beginning of year 316,848 276,707 -
Actual refurn on plan assets 15,454 32.184 - -
Employer cantributions 21,727 15,913 865 249
Employee contributions 6,669 6153 - -
Benefits paid and administrative expenses {13,950) {14,108) {865) (249}
Fair value - end of vear 346,748 316.848
Plan Obligations
Accrued benefit obligation - beginning of year 445,788 366.149 45588 34985
Accrued imerest on benefits 24,238 24,440 2523 2.346
Current service costs 24,610 18.002 1.806 1.329
Benefits paid {13,950) (12,770) {865) (249)
Actuarial losses (gains) 1712 49 967 (2,971} 7177
Accrued benefit obligation - end of vear 482.398 445,788 46,081 45,688
The Company's acerued benefit asset (hability) is determined as follows:
Accrued benefit obligations 432,398 445,788 46,081 45,588
Fair value of plan assels 346.748 316,848 - -
Plan deficiis {135,650} (128.940) (46,081) {45,588)
Unamortized net actuarial losses (gains) 122,722 118,858 {3.425} {395)
Urramortized transitional obligations 4920 5.353 2.420 2,723
Unamortized past service costs 12,523 13,730 702 838
Accrued plan asset {liability) 4515 9001 (46,384) {42.422)
Valuation allowance {460} (572) - -
Accrued net plan asset {liabllity), net of valuation allowance 4,055 8,429 (46,384) (42 422}
The accrued plan asset of $27.0 million {2005 - $27.2 miliion) is included ~ Plan assets consist of; Actual Target
in longterm other assets, the accrued plan liability of $22.9 million {2005 - Equity securities 63.0% 60.0%
$18.8 million) and the accrued post-retirement plan liability is included in Debt sacurities 30.8% 40.0%
other long-term liabilities in the consolidated balance sheet. Other 6.2% 0.0%

Total 100G% 100%

The pension plans have no investment in securities of CanWesl entities.
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The Company measures its accrued benefit obligation and the fair
value of plan assets for accounting purposes as at June 30 of each vear.
The most recent actuarial valuation for the most significant of our pension
plans, which make up over half of our accrued benefit obligation, was
as of December 31, 2004. The valuation indicated that the plan had an
unfunded liability. As a resuit, the Company is required to make additional
contributions of $1.1 million annually fer 15 years. The next required
valuation will be as of Decamber 31. 2005 with an expected completion
date of December 2006. The investment strategy for pension plan assets

The Company’s pension benefit expense is determined as follows:
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is to utilize a balanced mix of equity and fixed income partfolios, with
limited additional diversification. to earn a long-term investment return
that meets our pension plan obligations. Active management strategies
and style diversification strategies are utilized in anticipation of realizing
invesiment returns in excess of market indices.

Total cash payments for 2006, consisting of cash contributed by the
Company to its funded pension plans, cash payments to beneficiaries for
its past-retirement plans. and cash contribuied to its defined contribution
plans, were $31.6 million {2005 - $25.1 million}.

2006 2005

Incurred Matching Recognized Incurred Matching Recogmzed

N year adjustments N year in year adjustments In year

Current service cost 24 610 - 24,610 18.002 - 13,002

Employee contributions (6,669} (6,668) (6.153) - (6,153}

Accrued interest on benefits 24,228 - 24238 24,440 - 24 440

Return on plan assets (15,454) {7.768) (23.220) (32.184) 11,881 (20,303}

Administrative expenses - - - 1.339 (1,339) -

Transitional obligation - 433 433 - 433 433

Past service costs - 1,207 1,207 - 1.206 1.206

Net actuarial loss 1712 3,902 5,614 43,967 (46.782) 3,185

Changes in valuation allowance - {112) {112) - {150) (150

Benefit expense 28,437 (2.336) 26,101 55.411 (34.751) 20,660

Employer confribution o the defined contribution plan 9,028 - 9,028 8,973 - 8973

Total pension benefit expense 37,465 (2,336) 35,129 64,3834 (34,751) 29,633
The Company’s postretirement benefit expense is determined as follows:

2006 2005

Incurred Matching Recognized Incurred Matching Recogrized

In year adjustments In year N y2ar adjustrients '* In vear

Current service cost 1,806 - 1.806 1.329 - 1.329

Accrued interest on benefits 2523 - 2,523 2.346 - 2.346

Transiticnai obligalion - 303 303 - 303 303

Past service costs - 136 136 - 135 125

Net actuarial loss (gain) (2.971) 3.030 59 7177 (7535) (358}

Total post-retirenient benefil expense 1,358 3,469 4,827 10,852 {7,097) 3,755

Pension benefits Post-retirement benefits

2006 2005 2006 2005

Significant actuarial assumptions in measuring the Company’s

accrued benefit obligations as at June 30 are as follows:
Discount rate 5.75% 5.35% 5.75% 5.35%
Rate of compensation increase 3.70% 2.00% -
Significant actuarial assumptions in measuring the Company's

benefit costs as at June 30 are as follows:
Discount rate 5.35% 6.50% 5.35% 6.50%
Expected longtenm rate of return on pension plan assets 7.25% 7.25% - -
Rate of compensation increase 3.00% 3.50%

e
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The discount rate was estimated by applying Canadian corporate AA zero
coupon bonds 1o the expected future benefit payments under the plans.
For fiscal 2007, the expected longierm vate of return on plan assets will
coniinue to be 7.25%. based on the investment mix, current yields and
experience. In 2007, the Company expects to contribute $19.6 million to
its defined benefit pension plans and $1.0 million to its other post-retirement
benefit plans,

Benefit payments, which reflect expected future service, are expected
to be paid as fallows for the years ending August 31:

Year ending August 31, 2007 14,954
2008 16,870
2009 18,740
2010 20876
2011 23,183
2012-2016 160,746

19. FINANCIAL INSTRUMENTS
Financial instruments consist of the following:

11} As at Augost 31, 2006 the Campany has defined benefit pension plans that are not fully
funded. These plans have aggregate plan assets of $321.0 mdlion {2005 - $305.9 milion)
and ageregate beneht obligations of $460.7 million {2005 - $439.1 million).

{2) Postetirernent plans are noncontributory and include health, dental, and hfe msurance benefits.
The assumed health care cest trend rates for the next year used to measure the expected cost
of benehis covered for the posi+etirement health and ife plans were 10.0% for medical and 7.0%
for dertal. decreasing to an ultimate rate of 5.0% for medical and 6.0% for dental in 2011 and
2014, respectively. A one percentage point increase in assumed health care cost trend rates would
have increased the senvice and interest costs and obligation by $0 7 million and $6.5 miltion,
respectively. A one percentage point decrease in assumed health care cost trends would have
lowered the service and intevest cosls and the obligahon by $0.6 million and 5.1 million, respectuely.

{3) Accounting adjustments to allocate costs 1o difterent periods s as to recegnize the longterm
nature of employee future benefits.

2006 2005

Carrying Value Fair Yalue Carrying Value Fair Value
Short-term assets 737,556 737556 511,568 511,568
Other investrments 17890 23,753 23.058 25,619
Shortterm liabilities 515,060 515,060 592,376 592 376
Long-term debt 2066248 2,604,785 2538596 2,762,378
Obligations under capital leases 16,101 16,101 17,300 17,300
Other iongterm accrued liabilities 119,285 119,285 104,787 104,787
Interest rate and cross-currency swap net liabilities 244 453 329,511 516,175 634,828

The fair values of short-term assets and liabilities, which include cash,
accounis receivable, accounts payable and accried liabilities, income
taxes payable and broadcast rights accounts payable, approximate their
fair values due to the shortterm nature of these financial instruments.

The fair value of other investments is primarily based on quoted market
prices for publicly traded securities, and the most recent purchase transactions
and agreements and comparable valuations for nondisted securities.

The fair value of longterm debt subject to floating interest rates
approximates its carrying value. The fair value of lengterm debt, subject to
fixed interest rates, is estimated by discounting future cash flows and using
market prices of the publicly traded debt, including interast payments,
using rates currentfy available for debt of similar terms and maturity.

The fair valuas of the obligations under capital leases approximate their
carrying values as interest rates for similar leases have not changed significantly.

The fair values of other long-term liahilities, including broadeast rights
accounts payable, approximate then carrying values.

The fair valugs of interest rate and cross-currency interest rate swaps
are based on the amounts at which they could be settled based or estimates
of market rates.

CREDIT RISK

The Company is exposed to credit risk, primarily in refation to accounts
receivable, Exposure to credit risk varies due to the concentration of
individual balances with large advertising agencies. The Company performs
regular credit assessments of its customers and provides allowances for
potentially uncollectible accounts receivable.

INTEREST RATE RISK

The Company manages its exposure to fiuctuations in interest rates through
the use of interest rate and cross-currency interest rate swap agreements,
more fully described in note 8.
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20. JOINTLY CONTROLLED ENTERPRISES
The following amounts included in the consolidated financial statements
represent the Company's proportionate interest in joint ventures:

2006 2005
Balance Sheets
Assets
Current assels 2,148 1,163
Long-term assets 415 530
2,563 1,693
Liabilities
Current liabilities 405 1.905
Long-term liabilities 3,772 -
4177 1.905
Statements of loss
Revenue 4,789 2,764
Expenses 6,457 4,022
Net loss (1,668) (1,258)
Statements of cash flows
Cash generated {utilized} by
Operating activities (3,139} {266)
Investing activities (144) (144)
Financing activities 4,040 -
Net increase {decrease) in cash 757 {(410)

21. RELATED PARTY TRANSACTIONS
in October 2005, the Company settled notes held by CanWest Communi-
cations Corporation, the Company’s parent at that date, with a book value
of $49.7 million {US$41.9 million) under the same terms offered to the
unrelated senior subordinated note holders for $55.4 million. During 2006,
interest expense refated to this debt totaled $0.7 million (2005 - $6.0 million).

A company affilialed with our conlrolling sharehelders owns CanWest
Global Place in Winnipeg, Manitoba, a building in which the Company is a
tenant. During 2006, rent paid to this company amounted to $1.1 miflion
{2005 - $1.1 million} and is included in selling, general and administrative
expenses. In addition. the Company has included $0.5 millien of building
development expenses payable to this company in selling general and
administrative expenses. The obligations under these operating leases of
$1.1 million continue until August 2010.

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

Effective April 2005, the Company terminatec the agreement under which
the Company received management services from The Ravelston Corporation
Limited {“Ravelston”). The agreement provided for annual payments of
$6.0 million to Ravelston as well as the payment of a fee upon termination.
In August 2005, the Company and RSM Richter Inc., in its capacity as interim
receiver, (aceiver manager and monitor of Ravelston, received Court approval
far a termination payment in the amount ¢f $12.8 million. which was paid
in September 2005. This charge was recorded in operating expenses for
year ended August 31, 2005.

23. COMMITMENTS, CONTINGENCIES AND GUARANTEES
COMMITMENTS

{a) The Company has entered into various agreements for the right to
broadcast certain feature films and syndicated television programs in

the future. These agreements, which range in term from one to five vears,
generally commit the Company 10 acquire specific programs or ilms or
certain levels of future productions. The acquisition of these additional
broadcast rights is contingent on the actual production and/or the airing
of the programs or films. Management estimates that the commitments
related to these agreements will result in annual broadcast rights payments
as follows:

2007 388.016
2008 166,366
2009 117719
2010 118,311
2011 118,804

(b} For the year ended August 31, the Company's fuiure minimum payments
under the terms of its operating leases are as follows:

2007 88,048
2008 72119
2009 64.971
2010 55,744
2011 4811
Thereafter 154,523

(c) As parl of the joint venture agreement with Metro International S.A. and
Torstar Corporation. the Company has agreed to fund ils proportionate
share of capital requirements and operating losses up to a prescribed limit
per city. Currently, the Company has agreed to the launch of Metro in four
cities with the ageregate amount of the commitment being $9.8 million,
o which $4.0 million has been funded.
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CONTINGENCIES

{d) The Company has requested arbitration related to $94.5 million owed
by Hollinger International inc., Hollinger Inc. and certain related parties
{callectively “Hollinger”) related to certain unresolved adjustments and
claims relaled 1o its November 15. 2000 acquisition of certain newspaper
assels from Hollinger, Hollinger disputes this claim and claims that it
and certain of its affiliates are owed $108.3 million by the Company.

The outcome and recoverability of this claim is not determinable.

{e) In March 2001, a statement of claim was filed against the Company
and certain of the Company’s subsidiaries by CanWest Broadcasting Ltd.'s
{"CBLs") former minority shareholders requesting, among cther things,
that their interests in CBL be purchased without minority discount. In
addition, the claim alleges the Company wrongfully terminated certain
agreements and acted in an oppressive and prejudicial manner towards the
plaintiffs. The action was stayed on the basis that the Ontario courts have
ng junsdiction o try the claim. in April 2004, a statement of claim was filed
in Manitcha by the same minority shareholders, which was substantially
the same as the previous claim, seeking damages cf $405 million. In June
2005, the Company filed a Statement of Defence and Counterclaim. In

its defense, the Company denies any liability to the plaintiffs and in its
Counterclaim, the Company is seeking a declaration of the fair valtie of
the former minority shareholders’ interest in CBL and repayment of the
difference between the fair value and the redemption amaount paid by the
Company to the former shareholders. The Company believes the allegations
in the Statement of Claim are substantially without merit and not likely to
have a material adverse effect on its business, financial condition or results
of operation. The outcome of this claim is not determinable and the Company
intends to vigorously defend this lawsuit.

(f) CanWest MediaWorks (N7} Limited has received a Statement of Position
from the New Zealand Inland Revenue covering the years 2002 to 2004 that
proposes a potential tax liability of NZ$14 .4 million on the treatment of its
optional convertible notes. A Notice of Proposed Adjustment is an instrument
through which the New Zealand Inland Revenue advises a taxpayer that it is
considering amending its iax assessment from that in the tax return and is
not & confirmation of liability. CanWest MediaWorks (NZ} Limited is confident
that the tax treaiment that it has applied to the notes is correct and does
not believe that any material additional tax hability will result and CanWest
MediaWorks (NZ) Limited intends to dispute the proposed adjustments.

{g) The Company is one of several defendants to a claim by a proposed
class of freelance writars instituted in July 2003 in respect of works that
they provided to newspapers and other print publications in Canada. The
total amount claimed (by all plaintiffs against all defendants) is $500
million in compensatory damages and $250 million in exemplary and
punitive damages. The outcome of this claim is not determinable.

The Company is involved in varlous legal matters arising in the ordinary
course of business. The resclution of these matters is not expected to have
a material adverse effect on the Company’s financial position, results of
operalians or cash fiows.

GUARANTEES
In connection with the disposition of assets, the Company has provided
customary representations and warranties that range in duration. In addition,
as is customary, the Company has agreed i indemnify the buyers of certain
assets in respect of certain liabilities pertaining to events occurring prior to the
respective sales relating to taxation, environmental, litigation and other matters.
The Company is unable to estimate the maximum potential liability for these
indemnifications as the underlying agreements often do not specify a maximum
amount and the amounts are dependent upon the outcome of future
contingent events, the nature and likelihocd of which cannot be determined
The Company has agreed to indemnify its current and former directors
and officers to the extent permitied Dy law against any and all charges, costs,
expenses, amounts paid in settlement and damages incurred by the directors
and officers as a result of any lawsuit or any other judicial, administrative
or investigative proceeding in which the directors and officers are sued as
result of their service. These indemnification claims will be subject to any
statutory or other legal limitation period. The nature of such indemnification
prevents the Company from making a reasonable estimate of the maximum
potential amount it could be required to pay to counter parties. The Company
has $30 million in directors’ and officers’ liability insurance coverage.
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24. SEGMENTED INFORMATION
The Company operates primarily within the publications and interactive.

television, radio and outdoor advertising industries in Canada, Australia,

New Zealand and Turkey. Segmented information has been retroactively
revised to reflect the Company's classification of the Ireland television
and Canadian radio as discontinued.
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Each sepment operates as a strategic business unit with separate
management. Segment perfermance is measured primarily upon the basis
of segment operating profit. The Company accounts for intersegment sales
and purchases as if the sales and purchases were with third parties.

Segmented information and a recenciliation from segment aperating
profit to earnings before income taxes are presented below:

Revenue ¥ Segment operating profil Total assels Capital expendituras
QOperating Segments 2006 2005 2006 2005 2006 2005 2006 2005
Publications and Interactive - Canada 1,258,455 1,228,851 248,429  254.875 2,749,774 2669128 22,087 21,765
Television
Canada 656,275 696,106 31.487 126,425 1.365,867 1378.266 36,028 21379
Austrafia - Network TEN 656,306 783,315 197229 293526 581,977 604,661 12,806 9,065
New Zealand 108,886 122,995 25,939 30,110 105,400 115.991 5,859 5953
1,421,467 1,602 416 264,655 450,063 2,053,244 72088918 54,733 36,347
Radio
New Zealand 83,926 93,428 23,990 26,392 127,508 138,584 4,437 4,508
Turkey 5,726 - 2,610 - 72,672 - 335 -
89,652 93,428 26,600 26,392 200,180 138,584 4,772 4.508
Outdoor - Australia 109,051 107,790 19,593 23173 171,455 147.443 7572 7036
Cotporate and other % - - (39,928) (32.065) 465,687 247,783 697 28.494
Discontinued operations - - - - 2,468 23.454 - -
2,878,625 3.032.485 509,349  722.438 5,642,808 5,330.310 89.861 98.150
Ravelston management contract termination - (12.750)
509,349 709.688
Amaortization of intangibles 12,423 20,341
Amaortization of property, plant and equipment 94,171 90,943
Other amortization 7383 Al
Operating income 395,372 593,207
Interest expense (194,216} (2511200
Interest income 2,510 2.766
Amortization of deferred financing costs (0,494)  (12.708)
Interest rate and foreign cunency swap losses (138.639) (121.064)
Foreign exchange gains {losses) (7.941) 8.583
Investment gains, losses and write-downs 102,490 1,527
Goodwill impairment - {41.406)
Asset impairment - (9629
Loss on debt extinguishment (117.401)  (43.992)
Earmings before income taxes 35,681 126,164

{1} Represents revenue from third parties. In add son, the following segments recorded intercompary revenues; Canadian

telewision - $1.6 millian (2005 - $1.0 nillion} Canadian publications and interactive $3.3 mill

ion {2005 -- $.6 million}.

{2) Carporate and other in 2005 have been reciassihed to conform with the presentabon adopted in the curient vear.

=
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25. UNITED STATES ACCOUNTING PRINCIPLES

These consolidated financial statements have been prepared in accordance
with Canadian GAAP. In certain aspects, GAAP as applied in the United Siates
("U.S.") differs from Canadian GAAP. Amounts are in thousands of Canadian
dollars, unless ctherwise noted.

PRINCIPAL DIFFERENCES AFFECTING THE COMPANY

(a} Comprehensive income

Comprehensive income, defined as ali changes in equity other than thase
resulting from investments by owners and distributions to owners, must be
reported under U.5. GAAP Similar requirements under Canadian GAAP
are not currently effective for the Company, however upon adoption of
CICA 1530, Comprehensive Income. no such GAAP difference will exist.

{b) Pre-operating costs

In the U.S., pre-operating costs are expensed in the period incurred. In
accordarce with Canadian GAAP, the Company defers pre-operating costs
until commencement of commercial operations and amortizes the deferred
costs over & period of five years. The U.S. GAAP reconciliation reflects the
expensing of amaunts which were deferred for Canadian GAAP of, 2006 -
$1.883 (2005 - $3,568), with related tax recoveries of: 2006 - $150
(2005 - $1,273), the reversal of amortization of pre-operating costs of:
2006 - $2.416 (2005 - $2.297), with related tax provisions of; 2006 -
$829 (2005 - $820) and the recording of minarity interest share of:
2006 - 348 (2005 - nil} and the reversal of pre-operating costs written
off of: 2006 - $2,025 (2005 - nil), with related tax provisions of: 2006 -
$675 (2005 - nil). The balance sheet effect of these adjustments was:
other assets reduced by 2006 - $5.211 {2005 - $7,769), longterm future
tax liability reduced by 2006 - $1.427 {2005 - $2,781}, mingrily interest
decreased by: 2006 - $35 (2005 - nil). and shareholder's equity reduced
by the net amount of: 2006 - $3,749 (2005 - $4,988).

(c} Foreign currency translation
In the U.S.. distributions from self-sustaining foreign operations do not
result in a realization of the cumulative translation adjustments account.
Realization of such foreign currency translation adjustments occurs only
upon the sale of all or a part of the investment giving rise to the translation
adjustments. In accordance with Canadian GAAP. reductions in the net
investment in selfsuslaining foreign operations result in a proportionate
reduction in the cumulative foreign currency translation adjustment accounts.
The U.S. GAAP reconciliation reflects the reversal of realization of cumulative
translation adjustments resuiting in an increase in net earnings of: 2006 -
$6,511 (2005 - decrease in net earings of $622). The balance sheet effect
of these adjustments was: increase retained earnings by: 2006 - $15,923
(2005 - $9.412) and decrease accumulated other comprehensive income
by: 2006 - $15,923 {2005 - $9,412).

Under Canadian GAAP, cumulative currency translation adjustments
are presented as a separate component of shareholder's equity. Under 1.5,
GAAP il is a component of accumulated other comprehensive income. The
U.S. GAAP reconciliation reflects this reclassification.

{d} Programming commitments

Under Canadian GAAP, certain programming commitments imposed by
reguiatory requirements related to an acquisition, completed prior to
January 1, 2001, were accrued in the purchase equation resulting in
additicnal goodwill. Under 1.5, GAAP, these costs were expensed as incurred.
The U.S. GAAP recenciliation reflects the expensing of these programiming
costs as incurred of: 2006 - $7.558 (2005 - $6,463), with related tax
recoveries of 2006 - $2 500 (2005 - $2,321). The balance sheet effect of
these adjustments was to reduce goodwill by: 2006 and 2005 - 518,639,
increase longterm future tax liability to; 2008 - nil {2005 - $2,500},
reduce other longterm accrued liabilities to: 2006 - nil (2005 - $7.558),
and reduce shareholders’ equity by: 2006 - $18,639 (2005 - $13,581).

(e} Investment in a broadcasting operation on an equity basis

Under Canadian GAAP, the Company's investment in a broadcasting
operation was accounted for using the equity method during the period
that this investment was held in trust pending completion of the regulatory
approval process. Under U.S. GAAP, the investment was initially accounted
for on a cost basis; then, as a result of receiving approvat to complete the
purchase of the broadcasting operation, the Company changed its method
of accounting for the investment to the equity method. The change in
accounting policy was retroactively applied as required under APB Opinion
No. 18, The Eguity Method of Accounting for Ivestments in Common Stock,
to the date that the Company initially acquired its investment. Effective
July &, 2000, the Company consolidated this investment for both Canadian
and U.S. GAAP purposes. The U.S. GAAP reconciliation had no effect on
earnings for the periods presented. The effect on the balance sheet was to
increase goodwill by: 2006 and 2005 - § 38,503 and increase shareholder's
equity by: 2006 and 2005 - $38,503,

{f) Intangible assets

Under Canadian GAAP, certain costs related to the development of broadcast
licences, other than through a business combination, were recorded as
intangible assets. Under U.S. GAAP such costs are expensed as incurred.
The U.S. GAAP recenciliation reflects the expensing of these costs incurred
of: 2006 - $1,206 {2005 - nil}. The balance sheet effect was to reduce
intangible assels by: 2006 - $3,531 (2005 - $2,325), reduce long-term
future tax liability by: 2006 - $860 {2005 - $860), and to reduce
shareholders equity by: 2006 - $2,671 {2005 - $1,465).

{g) Investment in marketable securities

For U.S. GAAP, investment assets classified as "available for sale” are carried
at market, and unrealized tempaorary gains and losses are included. net of
tax, in other comprehensive income. In accordance with Canadian GAAP
the Cempany carries its investment in marketable secunties at cost. For
the Company's other investments, fair valug is not readily determinable
and are accordingly carried at cost. The U.S. GAAP reconciliation had no
effect for the periods presented.




(h) Pension valuation allowances

Under Canadian GAAP. a valuation allowance against pension assets is the
excess of the adjusted benefit asset over the expected future benefit. Changes
in the valuation allowance are recorded as adjustments 1o pension expense.
Under U.S. GAAP valuation allowances are not recorded. The U.S. GAAP
recongiliation reflects the elimination of pension valuation allowances
resulting in reduced eamings of: 2006 - $112 {2005 - §150), with related
tax recoveries of: 2006 - $36 (2005 - $52}. The balance sheet effect
was to increase longterm other assets by: 2006 - $460 (2005 - $572),
increase longterm future tax liability by: 2006 - $178 (2005 - $214)

and increase shareholders’ equity by: 2006 - $282 {2005 - $358).

(i} Proportionate consolidation

Canadian GAAP requires the accounts of jointly controlled enterprises to
be proportionately consolidated. Under U.S. GAAP. investmenis in jointly
controlled entities are accounted as equity investments. This accounting
56 difference applies to the Company's investment in Mystery and Metro.
The proportionate interest is disclosed in note 20, Accordingly, under
accommadation provided by the SEC, this difference is not included

in the following reconciliation.

(i} Accounting for derivative instruments and hedging activities

Under US. GAAP, entities are required to recognize all derivative instruments
as either assets or liahilities in the balance sheet, and measure those
instruments at fair value. The changes in fair value of the derivatives are
included in the statement of earnings. Under Canadian GAAP, hedge
accounting is applied for derivatives that are eligible for hedge accounting
if certain criteria are met and non-hedging derivatives are recognized at their
fair value as either assets or liabilities. As a result of adopting FAS 133 on
September 1, 2001, the Company discontinued hedge accounting. The fair
values of derivatives designated as hedges before August 31, 2000 have
been included in a transitional adjustment and are included in income over
the term of the hedged transaction. The U.5. GAAP reconciliation reflects
the recording of losses on interest rate and cross-currency swaps of: 2006 -
$19.771 {2005 - gain of $3.315), with related tax recoveries of: 2006 -
$7.920 (2005 - provision of $18,624) . The balance sheet effect was to
increase longterm swap liabilities by, 2006 - $85 055 {2005 - $65,776),
raduce fulure tax liabilities by: 2006 - $27.729 {2005 - $19,981),

decrease minarity interest by: 2006 - $1,525 (2005 - $1,393), and
reduce shareholders’ equity by: 2006 - $55,801 (2005 - $44,402).
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{k) Integration costs related to the acquisition of the publications properties
Under Canadian GAAR certain integration costs related to the acquisilion of
the Company's publications properties were accrued in the purchase equation.
Under LS. GAAP these costs are expensed as incurred. The balance sheet
efiect was lo decrease goodwill by: 2006 and 2005 - $1,663, decrease
minerity interest by 2006 - $42G (2005 - nif), and reduce shareholders’
equity by: 2006 - $1,234 (2005 - $1.663).

(I} Resclution of acquired tax contingencies

Under U.S. GAAP. the settlement of tax contingencies acguired through a

business acquisition result in an adjustment to the purchase equation. In

accordance with Canadian GAAP. the resolution of such tax contingencies
is included in earnings once the purchase price allocation is finalized. The
U.S. GAAP reconciliation had no effect on earnings for the periods presented.
The balance sheet effect was to reduce goodwill and shareholders’ equity

by: 2006 and 2005 - $7.000.

{m} Future income taxes

Under U.S. GAAP, the changes to future tax balances upon the adoption of
FAS 142, Goodwill and Other Intangible Assets, in 2001, were reflected as
a future income tax recovery in the year FAS 142 was adepted. The related
1.5 GAAP balance sheet effect would be to increase goodwill by. 2006 and
2005 - $160,500, increase minority interest by: 2006 - $11,069 (2005 - nil},
and increase retained earnings by: 2006 - $145 431 {2005 - $160,500).

{n) Additional minimum liability

Under FAS 87, Emplovers’ Accounting for Pensions. the Company recognizes
an additional minimum pension liability when the accumulated benefit
obligation exceeds the fair value of plan assets to the extent that such
excass is greater than accrued pension costs otherwise recorded. For the
purposes of determining the additional minimum pension liability, the
accumulated benefit obligation does not incerporate projections of future
compensation increases in the determination of the ohligation. No such
adjustment is required under Canadian GAAP. The effect on the U.S. GAAP
reconciliation in the current year was to increase other comprehensive
income by: 2006 - $14,063 (2005 - decrease of $18,351). net of tax

of: 2006 - $9.046 (2005 - $10.323). During the current year, an amount
of $8,967 was reclassified from accumulated other comprehensive income
to intangible assets related to the transitional obligation not being included
as a component of past service costs. The balance sheet effect was o
increase other long-term liabilities by: 2006 - $49.682 (2005 - $84,274).
increase intangible assets by 2006 - $20,699 (2005 - $13,558;,
decrease other assets by: 2006 - $15.609 (2005 - increase of $3,015),
decrease future tax liabilities by 2006 - $15,326 (2005 - $24,372). and
decrease shareholders equity bv: 2006 - $29,266 (2005 - $43,329).
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{o) Dilution gain on sale of Limited Partnership
The table helow refiects tha U.S. GAAP differences in calculating the
dilution gain on the sale of 25.8% of the Limited Partnership (note 2).

Dilution gain - sale of 25.8% sale of Limited

Partnership in accordance with Canadian GAAP 101,370
U.S. GAAP adjustments:
Pre-gperating costs ® 431
Goodwill adjustment related to

integration cosls ™ 429
Goodwill adjustment related to

future income taxes ™ {11,065}
Total U.S. GAAP adjustments {10,209)
Dilution gain - sale of 25.8% sale of Limited

Partnership in accordance with U.S. GAAP 91,161

ADOPTED ACCOUNTING POLICIES

Share-Based Payments

The Financial Accounting Standards Board {"FASB") issued the Statement
of Financial Accounting Standards No. 123 (Revised 2004), Share-Based
Payment, which requires the Company to measure the cost of employee
services received in exchange for an award of equity instruments based
on the grantdate fair value of the award {with limited exceptions). FAS 123
(Revised 2004} is applicable for as of the beginning of the first interim or
annual reporting period that begins after June 15, 2005. The Company
utilizes & similar approach under Canadian GAAP and the application of
this standard did not have a material impact on its results.

PROPOSED ACCOUNTING POLICIES

Accounting for Uncertainty in Income Taxes — an interpretation of FAS
Statement No. 109 {“FIN 48"}

FASB issued an interpretation under FIN 48, which prescribes a recognition
and measurement model for uncertain tax positions taken or expected

to be taken in the Company’s tax returns. FIN 48 provides guidance on
de-recognition. classification, interest and penalties, accounting for interim
periods and disclosure, FIN 48 is applicable for fiscal years beginning on
or after December 15, 2006. The Company is currently considering the
impact of lhe adgption of this interpretation.

Employers’ Accounting for Defined Benefit Pension and Other
Post-retirement Plans — an amendment to FAS Statements

No. 87, 88, 106, 132(R) {“SFAS 158"}

FASB issued SFAS 158, which requires employers to recognize in its
balance sheet an asset for a plan's overfunded status or a liability for a
plan’s underfunded status, measure a plan’s assets and its obligation that
determine its funded status as of the fiscal year end, and recognize changes
in the funded status of a defined benefit pension and post-retirement
plans in the year in which the changes occur through comprehensive
income and a separate component of shareholders’ equity. Additional
disclosures are required under this standard. Tha standard is applicable
for fiscal years ended on or after December 15, 2006. The Cempany is
currently considering the impact of the adoption of this interpretation.

Fair Value Measurements (“SFAS 157")

FASB issued SFAS 157, which defines fair value, establishes a framework
for measuring fair value in U.S. GAAP and expands disclosures about fair
values. This standard does not require any new fair value measurements.
The standard is applicable for fiscal years beginning after November 15,
2007. The Company is currently considering the impact of the adoption
of this interpretation.

Considering the Effects of Prior Years Misstatements when Qualifying
Misstatements in Current Year Financial Staterments {*SAB 1087)

The Security and Exchange Commission issued Staff Accounting Bulletin
Mo. 108 which provides interpretive guidance on the consideration of the
effects of prior year misstatements in quantifying current year misstatements
for the purpose of materiality assessment. The implication is that the
assessment of the misstatements through the grealer of the current year
earmngs or closing retained earnings adjustments. SAB 108 is applicable
for fiscal years ending after November 16, 2006. The Company is
currently considering the impact of the adoption of this interpretation.
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Comparative Reconciliation of Met Earmings (Loss)
The following is a recongiliation of net earnings reflecting the differences
between Canadian and U.S. GAAP:
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2006 2005
Net earnings in accordance with Canadian GAAP from continuing operations 5.365 12,006
Pre-operating costs incurred ™ (1,883) (3,568)
Pre-operating costs written off ™! 2,025 -
Amortization of pre-operating costs ™ 2.416 2297
Realization of currency translation adjustments 6,511 (622)
Costs to develop intangible assets expensed * {1,200) -
Programming costs imposed by regulatory requirement © (7.558) (6.463)
Pension valuation allowances {112) {150)
Gain {loss} on interest rate and crosscurrency swaps and translation
of foreign denominated dekt ® (19,771) 3.315
Adjustment of dilution gian on Limiled Partnership © (10,209) -
Minority interests effect of adjustments ! (264) 809
Tax effect of adjustments 9,102 (13,408}
Net loss for the year from confinuing operations in accordance with U.S. GAAP (15.584) (5.784)
(ain on sale of discontinued operations 163.547 -
Net eamings {loss) from discontinued operations 9,760 {1.801)
Net earnings {loss) for the year in accordance with U.S. GAAP 157,723 (7.585)
Loss per share from continuing operations
Basic ($0.09} ($0.03)
Diluted {$0.09} (30.03)
Earnings {loss) per share
Basic $0.89 ($0.04)
Diluted $0.389 ($0.04)
Earnings (loss} from discontinued operations per share:
Basic $0.98 ($0.01)
Diluted $0.98 ($0.01)
1 Represents the recording of minanity interest share of earmings for (b) and ().
Consolidated Statements of Comprehensive Income {Loss)
Comprehensive income (loss) - current periods
2006 2005
Net earmings {loss) in accordance with U.S. GAAP 157.723 (7.585)
Unrealized foreign currency translation gain {loss)™ (12,402} 2.506
Realized foreign currency translation loss © 372 -
Foreign currency translation gain (loss) {12,030) 2,506
Transition adjustment on swaps net of tax of $172 {2005 - $176) © 320 316
Additional minimum liability net of tax of $9.046 {2005 - $10,323) ™ 14,063 {18,351)
2.353 (15,529)
Comprehensive income {loss) 160,076 {23.114)
Comprehensive income {loss) - accumulated batances
Foreign Transition Additional
currency  adjustment minimum
translation on swaps liability Total
Accumulated other comprehensive income {loss) - August 31, 2004 (23.855) (1.817) - (25,772
Change during the year 2,906 216 {43,329) (40.507)
Accumulated other comprehensive income (loss) - August 31, 2005 (21,349) {1,601} (43,329) (66,279}
Change during the year {12.030) 320 14,063 2,353
Accumulated other comprehensive income (loss) - August 31, 2006 {33.379) {1.281) (29.266) (63,926)

=
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Comparative Reconciliation of Shareholders’ Equity
A reconciliation of shareholders’ equity reflecting the differances between
Canadian and U.S. GAAP is set out below:

2006 2005
Shareholders’ equity in accordance with Canadian GAAP 1,371,115 1.194,129
Pre-operating costs incurred ® (5.211) (7.769)
Goodwill adjustment related to retroactive equity accounting
of WIC upon regulatory approval ® 38,503 38,503
Goodwill adjustment related to programming costs incurred @ {32,700} {25,142}
Goodwill adjustment related to integration costs ™ (1.663) (1.663)
Historical amartization of goodwill related to future programming
costs imposed by regulatory requirement on business combination @ 938 938
Costs to develop intangible assets expensed W {3.531) (2.325)
Pension valuation allowance ™ 460 572
Goodwil! adjustrment related to resclution of acquired 1ax contingencies * {7,000 {7,000
Goodwill adjustment related to future income taxes ™ 160,500 160,500
Adjustment to reflect losses on interest rate and cross-currency swaps (82,981} (63.21C)
Transition adjustment on interest rate swaps ¥ (2,074) (2,566)
Additional minimum liability ™ {44,592) (67,701)
Minority interest effect of adjustments 1V {5,080 1,393
Tax effect of adjustments 59.064 59,180
Shareholders’ equity in accordance with U.S. GAAP 1,441 748 1,277.839
M Represents the minority interest share of shareholders' equity for {b), k), (m) and (j).
Other
The following anounts are included in accounts receivable:
2006 2005
Allowance for doubtiul accounts - beginning of year 15,279 16,713
Bad debt expense 3,145 6.813
Write offs during the year (4,030 (8,092}
Foreign exchange {353) (155)
14.041 15,279
The following amounts are included in operating expenses:
2006 2005
Rent expense 69,000 68,000
The following amounts are included in accrued liabilities:
2006 2005
Ernployment related accruals 87687 87873

Amortization expense related to existing finite life intangibles will be $4.9 million per year in 2007 through to 2011.
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FOR THE YEARS ENDED AUGUST 31
{IN THOUSANDS OF CANADIAN DOLLARS EXCEPT AS NOTED} 1

(Unaudited) 2006 2005 2004 2003
Consolidated operating results'

Revenue 2,878,625 3,032,485 2,875,380 2.757.994
Operating profit before amortization 509,349 709,688 708,520 643.185
Operating profit margin 17.7% 23.4% 24.6% 23.3%
lvestment gains, losses and write-downs 102,490 1,527 115,786 9,240
Net earnings (loss) 178,672 10,205 (13,609) 46,088
Net earnings from continuing operations 5,365 12,006 188,606 110,411
Adjusted net earnings from continuing operations® 5365 12,006 188.606 110,411
Cash flow from operating activities of continuing operations 105,288 430,919 386,794 437959

Per share information (in dollars)
Net earnings

Basic 1.01 0.06 (0.08) 022

Diluted 1.01 0.06 (0.08} 0.22
Net earnings from continuing operations

Basic 0.03 0.07 1.06 0.58

Diluted 0.03 0.07 1.06 0.58
Adjusted net earnings from continuing operations?

Basic 0.03 0.07 1.06 0.58

Diluted 0.03 0.07 1.06 0.58
Consolidated financial position
Total assets 5,642,808 5.330,310 5,573,643 5,934,508
Capital expenditures 89,861 98,150 61.091 58,860
Long-term clebt 2771185 2,854,837 3,194,820 3,554 693
Debt: Equity 2.02:1 2.4z2:1 2.71:1 3031
Shareholders’” equity 1,371,115 1154129 1,177.686 1,172,331
Return on average equity 13.93% 0.86% -1.16% 393%
Weighted average number of shares outstanding 177,421,492 177 319.675 177.235,944 177,108,738
Shares outstanding at year end 177,431,274 177,394,723 177,279,132 177.132,515
Trading statistics
Trading volumes

Subardinate voting shares - TSX 139,635,259 178,008,100 97 853,700 50,479,100

Nonvoting shares - TSX 1,858,756 1,675,400 1,065,400 1,453,600

Non-voting shares - NYSE 728,500 773,300 460,700 582,200
Market price of subordinate voting shares - TSX

High $15.43 $15.78 $14.40 $11.00

Low $7.92 $9.15 $9.50 $275
Market price of non-voting shares - TSX

High $1540 $15.75 £14.27 $10.76

Low $£790 $9.05 $9.52 $2.90
Market price of non-voting shares - NYSE

High US$13.05 Us$13.04 UsS$11.13 us$767

Low US$7.13 US$7.06 1US$7.25 Us$1.83

Results for the vears 1997 - 2000 were not restated to reflect the adoption of AcG-15, Consolidation of Variabie Inferest Eatifies.
Al other years were restated.

Adjusted to exclude the amortization of goodwill and ndehnite e intangibles for yesrs 1997 - 2001
Restated to reflect discontinued operations; Fireworks Enterlainment Division, TV3 Ireland and Canadian radio stations.
Restated 1o reflect adoption of EIC-159, Conditional Asset Retirerment Obligations, for years 2004 - 2005,
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2002 2001 2000 1999 1998 1997
2,697,607 2,219,450 592,860 537428 537538 460.386
607,392 544,952 145,927 177,44] 179,004 149,220
22.5% 24.6% 24.6% 33.0% 33.3% 32.4%
14822 55.057 101,213 3,424 4,120 1,703
13,018 46,633 177,638 144,403 200117 139,662
28,128 54,462 180,538 151,837 198,587 139,662
28128 125,011 202,279 165,332 215,590 158,053
140,388 147.954 39,865 119,945 138,700 141726
0.07 0.27 1.17 0.95 1.33 0.93

0.07 0.27 1.16 0.95 132 g.92

0.16 032 118 1.00 1.32 0.83

0.15 .32 118 1.00 1.32 032

0.16 0.73 1.33 1.09 1.43 105

0.15 0.73 1.32 109 142 104
6,165,312 6,882,367 2,880,542 1,695,011 1,473,315 1,290,656
78.144 66,630 7905 15,215 11,003 5.858
3,869,470 4,104,562 1,138,445 535,423 453,745 462.764
329:1 3141 1.32:1 £9:1 £8:1 2rl
1,175.91! 1,305,995 860,127 776,093 667619 532,642
1.05% 4.31% 21.70% 20.00% 33.35% 28.10%
176,956,800 171,421,241 151.644,239 151,356,194 151,008,489 150,104,148
177.061.035 176,640,326 151,904,322 151,449,872 151,188.973 150,675,701
81,749,600 54,187,004 38,406,989 34,483,802 20,451,677 24,394,893
1.167.700 1.293.168 2.854,403 6,351,161 3,218.496 2,248,825
813,800 §26.300 1,127,307 4,035,933 4,321936 10,328,606
$14.15 $21.50 2257 $24.20 $28.15 $24.35
$5.05 $10.25 $14.82 $16.59 $20.30 $13.53
$14.25 $21.63 $22.72 $24.00 $28.00 $24.15
$5.40 $10.50 $14.92 $16.79 $20.35 £13.58
USEE.86 Usti4.56 USH15.86 15$15.93 UsS$20.19 US$17.66
USs$3.56 1JS$6.83 Us$10.12 US$10.75 US$13.03 UUS$8.77
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CANWEST SHARES AND STOCK EXCHANGE LISTINGS
The Subordinate Voting Shares and Non-Voting Shares of the Company
are listed on the Toronto Stock Exchange under the symbols CGS and
CGS.A, respectively. The Non-Voting Shares of the Company are also listed
on the New York Stock Exchange under the symbol CWG. Issued and
outsianding equity shares as at November 16. 2006 were comprised of:

> Multiple Voting Shares 76,785 976
> Subordinate Voling Shares 89G,133,767
> Non-Voling Shares 1,512,781

Each of the share classes has a different number of votes per share. There
are 10 votes per Multiple Voting Share and one vate per Subordinate Voling
Share. Non-Voting Shares da not vote, except at meetings where the holders
of such shares would be entitled, by law, to vote separately as a class.

Canwest is a constrained-share company, of which at least 66.7%
of the Voting Shares must be beneficially owned by persons who are
Canadian citizens or corporations controlled in Canada. There is no limit
on the number of Non¥oting Shares that a non-Canadian can hold.

Any Canadian citizen purchasing Non-Voting Shares can present
them far registration as either Subordinate Voting Shares or Non-Voling
Shares. Non-Voting Shares can be purchased by anyone, Canadian or
otherwise. Subordinate Voting Shares purchased by a non-Canadian
will be, upon registration of transfer, converted into Non-Voting Shares

EXECUTIVE STOCK OPTION PLAN

The Company has adopted an Executive Stock Option Plan under which
eligible CanWest executives are entitled to receive options to acquire
Subordinate Voting Shares or Non-Voting Shares. The Board of Directors
administers the Executive Stock Option Plan and establishes the option
price on the date on which any opticns are granted. In all cases, the opticn
price has been the market value of the Subordinate Voting Shares as at the
effective date of the opticn grant (immediately following the end of Comipany-
imposed blackout periods). The aggregate number of Subardinate Voting
Shares or Non-Voting Shares which have been reserved for issue under this
plan, together with any Subordinate Voting Shares and Noo-Voling Shares
reserved for issue Lnder any aptions for service or other employee stock
purchase or gptions plans established from time to time. may not exceed
an aggregate of approximately 13.8 million Subordinate Voting Shares or
NonVoting Shares, and no individual optionee may hold oplions to purchase
Subotdinate Voting Shares or Non-Voting Shares in excess of 10% of the
issued outstanding Subardinate Voting Shares or Non-Voting Shares at

the date of the grant of the option. During fiscal 2006, 982 750 options

to purchase Subordinate and Non-Voting Shares were granted under the
Executive Stock Option Plan, at a weighted average price of $10.10 per option.
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DEREK H.BURNEY, O.C.

Chairman

Mr. Burney is senior strategic advisor to the law firm of Ogilvy Renault and
is Visiting Professor and Senior Distinguished Fellow af Carlaton University.
From August 30, 2006, he has been Chair of the Board of Directors. He
also serves as Lead Director for Shell Canada Ltd. and is on the Board

of Directors of TransCanada Pipelines Limited. Previously. Mr. Burney has
had an outstanding career in the public and private seclors, mosl recently
serving as President and Chief Execulive Clficer of CAE Inc. Prior to that,
Mr. Burney was Chairman and CEQ of Bell Canada International Ing. From
1989 to 1993, Mr. Burney served as Canada's Ambassador {o the United
States of America. From March 1987 ta January 1989, he served as Chief
of Staff to the Prime Minister of Canada. In February 1992, Mr. Burney was
awarded the Public Service of Canada's Ouisianding Achievement Award.
In July 1993, he was named an Officer of the Order of Canada.

LEONARD }. ASPER
President and Civief Executive Officer of the Cormpany

Mr. Asper. a lawyer. joined CanWest in 1991 as Associate General Counsel
for the Company's Global Television station in Ontario. Thereafter, he held
various positions in corporate development and was Chief Operating Officer.
Mr. Asper took over as President and CEQ of the Company in 1999, He
serves as Chairman of the Board of CanWest MediaWorks (Canada) Inc
and various other CanWest Global subsidiaries. He is a director of the
TEN Group Pty Limited (Australia), CaniWest MediaWarks (N7} Limited,
and numercus companies within the CanWest group of companies. He is
also a Director of the University of Winnipeg Foundation, Business Council
of Manitoba. and Canadian Council of Chief Executives, and founder of
The Joshua Foundation, a private charitable trust.

DAVID AL ASPER
Executive Vice-President of the Company and Chairman of the National Post

Mr. Asper has been a Director of CanWest since 1997 and CanWest
MediaWorks Inc. {and its predecessor campanies) since 2000. Mr. Asper
joined the CanWest group of companies in 1982 and is currently an
Executive Vice-President of CanWest and CanWest MediaWorks Ine. and
Chair of The National Fost Company. Ha is a member of the CanWest
Executive Management Committee and oversees the corporate office
functions as well as the CanWest corporate affairs group. Mr. Asper is

a member of the Board of Governors of S John's Ravenscourt School,
a Director of The Canadian Friends of Simon Wiesenthal Institute and a
Directar of The Asper Charitable Trust. He is also Chairman and founder
of the Daremax Foundation through which Mr. Asper sUpports numerous
charitable causes.

-
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GATL 5. ASPER
Secretary of the Company

Ms. Asper, a lawyer, has been with the Company since 1989 serving as
General Counsel until 1998 and as Corporate Secretary since 1950, While
her primary responsibilities refate directly to the Company's Beard, she is
also President of the CanWest Global Foundation. She is also Managing
Director of The Asper Charitable Trust, a private charitable foundation, and
serves as a Direclor on the boards of a number of major public companies,
such as Great-West Life Assurance Company, Great-West Life Co. Inc..
London Life Insurance Group Inc. and Canada Life Assurance Company.

DICLLOYD L BARBER, C.CL, SO LL.D.
President Emeritus. University of Regina

Dr. Barber is President Emeritus of the University of Regina. He was
appointed an Officer of the Order of Canada in 1978 and was elevated

to Companion of the Order in 1993. He serves as a Director of several
major public Canadian companies, such as Teck Cominco Ltd., Greystone
Capital Management and Fording Trust.

RONALD L DANIELS
Provost. University of Pennsylvania

Mr. Daniels is the Provost, University of Pennsylvania. Prior tg his
appointment to this position in 2005, he was Dean of the Faculty of Law,
University of Toronto since 1993, He is active in public policy reformation
and has contributed to several public task forcas. He was Chair of the
Ontario Task Force on Securities Regutation and is a member of the
Toronte Stock Exchange Commission on Corporate Governance.

DAVID L DRYBROUGH, FCA

Business Consultant

Mr. Drybrough, a Chartered Accountant by training. was, from his retirement
in 1997 fram the accounting firm PricewaterhouseCoopers LLP {then known
as Coopers & Lybrand), Vice-President, Finance of Winnipeg-based Gendis
Inc. until January 2004. He is Chair of the Board's Audit Committee, and
from March 2005 until August 30, 2006 he was also Chair of the Board
of Directors. Mr. Drybrough serves as a Director and Chair of the Audit
Committee of CanWest MediaWorks (Canada) Inc. as well as a Director
and Chair of the Audit Committee of Fort Chicago Energy Partners LP.

PAUL V. GODFREY, C.M,

President and Chief Executive Officer of The Toronto Blue Jays Baseball Club
Mr. Gedfrey is President and Chief Executive Officer of the Toronte Blue Jays
Baseball Club, a position he has held since September 1, 2000. From
Navember 1992 until June 2000, Mr. Godfrey was President and Chief
Executive Qfficer of the Joronto Sun. He serves as a director of a number
of major public Canadian companies such as Astral Media Inc., the Hospital
for Sick Children Foundation and the Grand Prix of Teronte Board of Trustees
and is actively involved in many charitable organizations. Mr. Godirey has
received many honours including the City of Toronto’s highest award, the
Civic Award of Merit, and is a member of the Order of Canada.

FRANK W, KING, Q.C., PENG.

President of Metropolitan investment Corp.

Mr. King has been an Investment Manager for more than the past five
years and is President of Metropolitan Investment Corporation. He is

the former Chairman and Chief Executive Officer of the X¥ Olympic Winter
Games, which were held in Calgary in 1988. M. King is the Chairman of
Networc Health Inc., a Director of the Westaim Cerporation and Agrium
Inc., and a Trustee of Rio-Can Real Estate (nvestment Trust. Mr. King

is an Officer of the Qrder of Canada.

LISA M. PANKRATZ, CA, CFA

President, Mackenzie Cundill Investment Management Ltd.

Ms. Pankratz is President of Mackenzie Cundill Investment Management Ltd.
Prior to her appointment 1o this position in September 2006, she was
President, Chief Compliance Officer and a Director of Cundill Investment
Research Lid. and Chief Campliance Officer of The Cundill Group frem
August 2002 to September 2006. Prior to this, she was a corporate
consultant and advisor from August 2000 until July 2002. Ms Pankratz

is a Director of The Insurance Corporation of British Cotumbia.
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LEONARLDY | ASPER
President and Chief Executive Cfficer of the Company

Mr. Asper, a lawyer. joined CanWest in 1991 as Associate General Counsel
for the Company's Global Television station in Ontario. Thereafter. he held
various positions in corparate development and was Chief Operating Officer.
Mr. Asper took over as President and CEQ of the Company in 1993 He
serves as Chairman of the Board of CanwWest MediaWorks (Canada) Inc.
and various other CanWest Global subsidiaries. He is a director of the
TEN Group Pty Limited {Australia). CanWest MediaWorks (NZ) Limited,
and numerous companies within the CanWest group of companies. He is
also a Director of the University of Winnipeg Foundation, Business Council
of Manitoba, and Canadian Council of Chief Executives. and founder of
The Joshua Foundation, a private charitable trust.

THOMAS S, STRIKE

President, CanWest MediaWorks International

Mr. Strike. a Chartered Accountant, joined CanWest in 1986 and has
held the positions of Senior Executive Vice-President of the Company,
Chief Operating Officer, and mosl recently, Chief Operating Cfficer,
Corporate. In his current role. Mr. Strike is responsible for overseeing
alt international operations and corporate development. He is Chairman
of CanWest MediaWarks {NZ} Limited and a Direclor of TEN Group Pty
Limited (Australia).

DAVID A ASPER
Executive Vice-President of the Company and Chairman. National Post

Mr. Asper has been a Director of CanWest since 1997 and CanWest
MediaWorks Inc. {and its predecessor companies) since 2000. Mr. Asper
joined the CanWest group of companies in 1992 and is currently an
Executive Vice-President of CanWest and CanWest MediaWorks inc. and
Chair of The National Post Company. He is @ member of the CanWes!
Executive Management Commitlee and oversees the corporale office
functions as well as the CanWest corporate affairs group. Mr. Asper is

a member of the Board of Governors of St. John's Ravenscourt School.
a Director of The Canadian Friends of Simon Wiesenthal Institute and a
Director of The Asper Charitable Trust He is also Chairman and founder
of the Daremax Foundation through which Mr. Asper supports numerous
charitable causes.

JOFIN E, MAGUIRE

Chief Financial Officer of the Company

Mr. Maguire is responsible for all of the Company’s financial and corporate
accounting activities. A Chartered Accountant, Mr. Maguire also works
closely with the Company’s bankers and auditors, and maintains
communication with financial communities throughout Narth America.
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RICHARD M. LEIPSIC
Senior Vice-President and General Counse! of the Cormpany

As a senior partner with the Winnipeg-based legal firm, Pitblado LLP,
Mr. Leipsic provided CanWest with outside legal counsel and corporate
development advice for many years before joining the Company in
January 1999. Mr. Leipsic is responsible for all legal affairs and is an
integral part of the development team. He has practiced commgrcial
faw since 1975.

GATL S, ASPER
Corparate Secretary of the Company

Ms. Asper, a lawyer, has been with the Company since 1989 serving

as General Counsel until 1998 and as Corporate Counsel since 1990.
While her primary responsibilities relate directly to the Company’s Board
of Directors, she is also President of the CanWest Global Charitable
Foundation and chairs the Company’s Community Support Commitiee.
Ms. Asper also serves on the Company's Board of Directors. Ms. Asper is
current Chair of the Board of the University of Winnipeg and received the
2005 Governor General's Award for Volunteering in the Performing Arts.

JOHN IV CULLIGAN

Vice-President, Corporate Development of the Comipany

M. Cultigan has primary responsibility for the Cempany's business acquisition
and divestiture projects. He has been actively involved in the Company’s
international and domestic media investment endeavours since joining
CarWest in 19599, He has played a key role in the (PO of CanWest MediaWarks
Income Fund, as well as the Company’'s investment in several radio stations
in Turkey. Mr. Culligan has spenl more than 17 years engaged in corporate
finance and mergers and acquisitions in a varied number of industries
throughout the warld. He holds both an MBA and a CFA charter.

GRACLE M. PALOMBO
Senior Vice-President of Human Resources of the Company

Prior to joining CanWest, Ms. Palombe held various senior positions in the
areas of Human Resources, Legal and Corporate Communications with
Husky Injection Molding Systems. Canada Life Financial Services, Westcoast
Energy/Union Gas and Bombardier Aerospace. Ms. Palombo holds a LL.B
from Osgoode Hall Law School in Toront and & B.A. from York University.
She sits on the Board of Directors of the Canadian Cellege of Naturopathic
Medicine and is a member of the Audit Committee. the Administrative Affairs
Committee and the Board Development Committee. She is also a member
of the Law Society of Upper Canada. The Canadian Bar Association, the
Women's Law Association and the Women's Executive Network.
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CANADIAN OPERATIONS

PETER VINER

President and CEQ, Canadian Operations, CanWest MediaWorks Inc,

Peter Viner has served CanWest in a number of senior executive roles in his
25 years with the Company. A former television sales executive, he went
frem managing Vancouwver television station CKYU-TV in 1992 to nunning
the TEN Television Network in Auslralia. In his five years as CEQ of TEN,
he turned that network info a multi-billion dollar enterprise. On his return 1o
Canada in 1997, he was appointed President and CEO of CanWest Global,
a post he held until Leonard Asper took the helm of tha Company. Since
that time, Mr. Viner has served as Publisher of the National Post, and more
recently been involved as a strategic adviser in a number of the Compary's
corporate development initiatives.

DOUGLAS LAMB

Executive Vice-President and Chief Financial Officer,

Canadian Cperatiens, CanWest MediaWorks Inc.

Mr. Lamb is a veteran Canadian newspaper executive who joined CanWest
in August 2005. Immediately prigr to joining CanWest, Mr. Lamb was
Vice-President, Corporale Development at Metroland, a subsidiary of
TorStar Corperation. Previously he had been an executive at the Southam
and Hollinger newspaper groups who were the previous owners of the
CanWest imetropolitan newspapers.

KATHLEEN AL DORE

President. Television and Radio, CanWest MediaWorks Inc.

Ms. Dore was previously President, Entertainment Services for Rainbow
Media Holdings In¢., where she was responsible for U.S. cable networks
AMC (American Movie Classics). IFC {Independent Film Channel) and
WE (Woamen's Entertainment). Prior o that, Ms. Dore was President of
Brave Networks (U.S.) until its sale to NBC in 2002. At Bravo, Ms. Daore
oversaw development of award-winning series Inside the Actors Studio
and Queer Eve for the Straight Gy

I3ENNIS SKULSKY

President, Publications. CanWest MediaWorks Limited Partnership

Dennis Skulsky is the President of Publications, CanWest MediaWorks
Limited Partnership. Appointed to this role in May of 2006, Mr. Skulsky
aversees the Limited Partnership’s print assets, including 10 metro dailies,
the Lower Mainland Publishing Group and CanWest News Service.

A seasoned executive of the newspaper industry, Mr. Skulsky began

his career nearly 30 years ago as Circulation District Manager with

the Edmonton Journal Since that time he has held a variety of senior
leadership positions with Sautham inc., Holinger Inc. and CanWest
MediaWorks Inc.

ARTURO DURAN

President, Interactive and Business Integration,

CanWest MediaWorks Limited Patrnership

As President of interactive and Business Integration at CanWest Interactive,
Arture Duran is responsible for all of CanWest MediaWorks' internet assets
which include over 37 newspaper and television websites under the umbrella
of the canada.com network, one of Canada’s leading news and information
online destinations, and FPinformart.ca, the iargest online news and business
research service in Canada. In this role, Mr. Duran is also responsible for
the multiplatform integration of diverse businesses inside CanWest's
Interactive division.

INTERNATIONAL OPERATIONS

NICK FALLOON
Executive Chairman, Netwerk TEN

Mr. Fallgon joined TEN in January 2002 as Executive Chairman, after
previously serving as Chief Executive Officer of Publishing and Broadcasting
Limited from 1998 to 2001. From 1994 to 1998, Mr. Falloon was Chief
Executive Officer of PBL. Enterprises and Group Financial Director of
Publishing and Broadcasting Limited. In 1990, Mr. Fallcon was appointed
Financial Director of the Nine Network Ausiratia Limited and General Manager
of TCN Channe! 9. Before that, he was Group Financial Controller of the
Nine Network and, earlier, Chief Management Accountant.

BRENT INPLY

Chief Executive Officer, CanWest MediaWorks {NZ) Limited

Mr. Impey has overall responsibility for CanWest MediaWorks NZ. a publicly
traded company that encompasses all of CanWest's media properties

in New Zealand. A fawyer and former Executive Director of the Radio
Broadcasters' Association, Mr. Impey has won numerous awards including
the 1990 Mobil Radio Award for Broadcaster of the Decade and the

New Zealand Commemoration Medal for Services to Broadcasting.
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CORPORATE
HEADQUARTERS

3100 CanWest Global Place
201 Portage Avenue
Winnipeg, Manitcba
Canada R3B 317
Telephone; (204} 5562025
Fax: (204) 947-9841

INVESTOR RELATIONS
John Maguire

Chief Financial Officer

(204) 956-2025
imaguire@canwest.com

GENERAL INQUIRIES
Bruce Leslie

Vice-President, Public Relations
(204) 953-7713
bleslie@canwest.com

WEBSITES

Corporate
www.canwestglobal.com
www.cwmincomefund.com

CanWest Interactive
www.canada.com

Includes links 1o all Canest
Canadian properties and local
newspaper and television sies.

MNetwork TEN Australia
www ten.com.ay

CanWest MediaWorks NZ
www. mediaworks.co.nz

3 New Zealand
www.iv3.co.nz

C4 New Zealand
www.cdtv.co.nz

CanWest Medya Turkey
waww.superfm.com.tr

CanWest UK
www.criginal l06.com

Sales
www canwestmediaworks.com
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REGISTRARS AND
TRANSFER AGENTS
Computershare Trust Company
of Canada - Calgary, Canada

Bank of Nova Scotia Trust Company
of New York - New York City, USA

AUDITORS
PricewaterhouseCoopers LLP -
Winnipeg. Canada

BANKERS
The Bank of Nova Scotia -
Toronto. Canada

Westpac Banking Cerporation -
Auckland, New Zealand and
Sydney. Australia

The Toronto Dominicn Bank -
Sydney. Australia

LEGAL COUNSEL
Pitblado, LLP -
Winnipeg, Canada

Osler Hoskin & Harcourt, LLF -
Toronto, Canada

Clitford Chance, LLP -
London, England

Kaye, Scholer. Fierman
Hays & Handler, LLP -
New York City, U.S.A.

Cleary. Gottliel, Steen & Hamilton,
LLP - New York City. US A,

Clayton Utz -
Sydney, Australia

Russelt McVeagh -
Auckland, New Zealand

Cerrahoglu Law Firm -
Istanbul. Turkey

CANADIAN OPERATIONS
CANWEST MEDIAWORKS
1450 Den Mills Road

Toronto, Ontario

Canada M3B 3R5

Telephone: (416) 383-2300
Fax: (416) 2442-2077

Peter Viner
President and CEO

INTERNATIONAL OPERATIONS
CANWEST INTERNATIONAL
COMMUNICATIONS

Jalabash House

12 Highgate House

St. Michael, Barbados

Telephone: (246} 436-3421

Fax (246) 228-3847

Yale Lerner
Chief Executive Officer

NETWORK TEN

1 Saunders Street. GPO Box 10
Pyrmont, NSW

Australia 2009

Telephone: {61} (2) 9650-1010
Fax: (61) (2} 9650-1111

Nick Falloon
Executive Chairman

CANWEST MEDIAWORKS NZ
P.O. Box 8822

Symonds Street

Auckland, New Zealand

Telephone: (64) {8) 373-2435

Fax: (64) (9) 373-2483

Brent Impey
Chief Executive Officer
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CANWEST EUROPEAN
OPERATIONS

CanWest MediaWorks UK Lid.
4th Floor - Roman Landing
Kingsway

Southampton, UK.
Telephone; +353 (1) 419-3331
Fax: +353 (1) 419-3302

Rick Hetherington

Regional Director,

European Qperations

CanWest MediaWorks International

CANWEST MEDYA TURKEY
Ayse Sultan Korusu

Dere apt. No. 4

Bebek-Besikias

Istanbul, Turkey

Telephone: +90 (212) 244-5566
Fax: +90 (212} 244-6452

Rick Hetherington

Regjonal Director,

Eurcpean Operations

CanWest MadiaWorks International

NOTICE OF ANNUAL MEETING:
The Company's Annual and
Special Meeting of Shareholders
will be held on January 11, 2007
at 2:30 p.m_ at Le Roval Méridien
King Edward in Toronto, Ontario.
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The CanWest weris >

CanWest MediaWorks Inc.

Publications
National Post - A leading
Canadian national newspaper

Television Broadcasting - Canada
Global Television
Global Maritimes
Global Quebec
Global Ontario
Global Winnipeg
Global Regina
Global Saskatoon
Global Edmonton
Global Calgary
Glabal Lethbridge
Global Vancouver
CH Television
CH Montreal
CH Hamilton
CH Red Deer
CH Kelowna
CH Vancouver Island

Specialty Cable Channels
TVtropolis

Fox Sports World

Mystery

XTREME sports

MenlV

LONESTAR

COOL TV

DejaView

Production Services
MVP — Moile Video Preductions
Live event broadcast productions

CanWest MediaWorks Publications Inc. %)

CanWest MediaWorks Publications Inc. owns
ten English-language major metropalitan daily

newspapers in Canada. The dailies include:

The Gazette (Montreal)
Ottawa Citizen

The Windsor Star
Leader-Post (Regina)

The StarPhoenix (Saskatoon)
Calgary Herald

Edmonton Journal

The Vancouver Sun

The Province {Vancouver)
Times Cofonist (Vicioria)

CanWest MediaWorks Publications Inc. also owns
23 other smaller daily, weekly and free community

newspapers in the Lower Mainland of British
Columbia and Vancouver Island.

Free commuter publications
Metro (33%) - Vancouver, Ottawa
RushHour - Ottawa

CanWest MediaWorks Interactive
canada.com

Financial Post Datagroup
FPinformart.ca
working.com

driving.ca

renting.ca
celebrating.com
connecting.com
shopping.ca
remembering.ca

dose.ca

Numerous city and
newspaper sites

CanWest MediaWorks International

Television Broadcasting — Australia
Netwaork TEN {56.4% Economic Interest}

Qut-of-Home Advertising - Australia,
New Zealand, Indonesia, Malaysia and
Singapore, the United Kingdom and the
United States.

Eye Corp (100% owned by Network TEN)

CanWest MediaWorks NZ (i~

Television Broadcasting — New Zealand
TWorks — 3 and C4

Radio Broadcasting - New Zealand
RadioWorks

More FM

The Breeze

The Edge

Kiwi

The Rock FM

Radio Live

Radio Pacific

Sofid Gold

Radio Broadcasting — Turkey
Joy FM - Turkey

Joy Turk FM - Turkey

Metro FM - Turkey

Super FM - Turkey

Radio Broadcasting - U.K.
Original 106 FM Bristol - UK.
Original 106 FM Southampton - UK.
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Communications Corp.”
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Canvest Giohal
Foundation®

CanWest Global Foundalion

Carwest &
i

Raise-a-Reader

Ca-llwgs_;

H o [carseelt

CanSpell

[

.
Canwest 3
MeHFLOrKs

SPECIALTY CABLE
CHANNELS

NETWORKS

PUBLISHING

CanwWest

MEeDIaWorkK

WEB PROPERTIES

m
TV TROPOLIS™

hIt tw Huad hare

Global>

canada.com

WHERY FERSRICHYIS EaNNICT

TWtropalis

Fox Sparts World

MYSTERY
f-\

Mystery

Xaieme

Wi sports”

Global Television

canada.com

CH'

f\

CH

KIREME sports

mentv

MenTy

DejaView

hd

LOMESTAR

Con

COOLTY

*Chart not intended to reflect legal structures

PRODUCTION
SERVICES

Financiat Post Datagroup

mnﬂunurlm‘.

Fhinformart.ca

working.com

working com

drving ca

renting.ca

myp

gL

Mabile Wdea Praductions

{ @ celebrating om

celebrating com

connecting com

shopping.ca

remembenng ca

DAILY NEWSPAPERS

The Gazetfe

The Gazette [Montreal}

I

OTTawa J3CITIZEN

Ottawa Citizen

THEWINDSOR STAR

|
i

The Windser Srar

LEADER-POST”

Leader-Post {Regina)

The StarPhoenix ™

The StarPhoenix {Saskatoon)

IOMONION JOURKAL®

|

Edmonton Journal

CALGARY wan HERALD

i

Calgary Herald

The Province (Vancouver)

THE ¥ANCOUYER SUN”

The Vancouver Sun

Times Colonist {Victoria)

B

Free Commuter Daiy

Ottawa Rush Haur

Abbolsford/Mission Times

Advancenews™

Advance News

u—mu/\?mes‘ i

Alperni Valley Times

Alberni Valley Penrmyworth

Xih

Aberni Yalley Xtra

Burnaby Now

Chillwack Times
Comox Yatiey-Ecio™
Comox Yalley Echo

LR Wi

COURIER-ISLARDER

CourierIslander

~NORTH ISLANDER
The Morth tslander

Citizen
Cowachan Valiey Ciizzen

OBtimist

Delta Optimist
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CanWest Global
Communications Corp.’

CORPORATE HEADQUARTERS
3100 CanWest Global Place

201 Portage Avenue

Winnipeg, Manitoba

Canada K3B 3L7

Telephone: (204} 956-2025

Fax: (204) 479841

www canwestglobal .com




