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Dartmouth, N.S. — October 30, 2014, Newfoundland Capital Corporatiimited (“Company”) today announces
its financial results for the third quarter endBgptember 30, 2014.

Highlights

* Revenuefor the third quarter of $39.3 million was $6.6lllan or 20% higher than last year. Year-to-date
revenue of $110.1 million was $13.1 million or 14fgher than 2013. The growth was due to the expansi
into Toronto and Vancouver which offset declinesha Company’s other markets.

« Earnings before interest, taxes, depreciation andraortization (“EBITDA” @) of $10.0 million in the
guarter were $2.5 million or 33% higher than lasaly Year-to-date EBITDA of $26.7 million was $3.8
million or 17% higher than 2013. EBITDA is hightnis year due to the expansion into the Toronto and
Vancouver markets.

 Profit for the period of $4.3 million was $4.4 million lower than lastas’s profit of $8.7 million primarily
due to the fact that last year’s profit includedre-time positive adjustment to the provision fazdme tax
of $4.7 million. Year-to-date profit of $8.6 mdin was $8.1 million lower than the same period @12
primarily due to the one-time $8.9 million transantcosts associated with the Toronto and Vancouver
business acquisition in 2014 and the lower prowigay income taxes in 2013.

Significant events
e In July, the Company completed the acquisition BNG-FM in Saint John, New Brunswick.

e On August 13, 2014, the Board of Directors declateddends of $0.06 per share to all shareholdérs o
record on September 19, 2014. Dividends of $1llifomiwere paid subsequent to quarter end on Oct8pe
2014.

“Revenue growth has continued to be a challengeyar in our organic markets which have been itejplloy
lower national revenue. The combined results fitronto and Vancouver have met our expectationshawe
been accretive since acquisition,” commented Refel8; President and Chief Executive Officer. “Ooneerted
efforts in marketing, promotion and research tidarywill set the stage for 2015.”

Financial Highlights — Third quarter

(thousands of Canadian dollars except share infaiond 2014 2013
Revenue $ 39,301 32,749
EBITDA® 9,980 7,482
Profit for the period 4,265 8,656
Earnings per share — basic 0.15 0.30
Earnings per share — diluted 0.15 0.29
Share price, NCC.A (closing) 8.30 9.40
Weighted average number of shares outstan@inipousands) 28,155 28,528
Total assets 361,849 234,777
Long-term debt, including current portion 145,056 49,825
Shareholders’ equity 140,673 128,374

(1) Referto page 12 “Non-IFRS Accounting Measure”
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M ANAGEMENT 'S DISCUSSION AND ANALYSIS

The purpose of the Management's Discussion andyAisa(“MD&A") is to provide readers with additional
complementary information regarding the financiahdition and results of operations for Newfoundl&apital
Corporation Limited (the “Company”) and should bead in conjunction with the unaudited interim comskx
consolidated financial statements (“interim finaalcistatements”) and related notes for the periodsles
September 30, 2014 and 2013 prepared in accordamitle International Financial Reporting Standards
(“IFRS”), as well as the annual audited consolidatéinancial statements and related notes prepaned i
accordance with IFRS and the MD&A contained in @@mpany’s 2013 Annual Report. The Company’s third
quarter 2014 interim financial statements and tlre@npanying notes have been prepared in accordaiite
International Accounting Standard (“IAS”) 34, “Inten Financial Reporting” as issued by the Interraatal
Accounting Standards Board (“IASB”) and using thecaunting policies described therein. These interim
financial statements include the accounts of then@any and other entities in which the Company aistin
accordance with IAS 27 “Consolidated and Separabeafcial Statements” and are reported in Canadian
dollars. These documents along with the CompangtsuAl Information Form, its Management Proxy Ciaul
dated March 3, 2014 and other public informatiore dited electronically with various securities comsons in
Canada through the System for Electronic Documenatlysis and Retrieval (“SEDAR”) and can be accesaed
www.sedar.com. This information is also availatethe Company’s website at www.ncc.ca.

The Board of Directors, upon recommendation ofAleit and Governance Committee, approved the comtien
this MD&A on October 30, 2014. Disclosure containedhis document is current to this date, unledgenovise
stated.

CAUTIONARY STATEMENT ON FORWARD-L OOKING INFORMATION

Management's Discussion and Analysis of finanataidition and results of operations contains forwdwdking
statements and forward-looking information withire tmeaning of Canadian provincial securities lawEhese
forward-looking statements are based on currenteetqtions. The use of terminology such as “expect
“intend”, “anticipate”, “believe”, “may”, “will", * should”, “would”, “plan” and other similar terminobgy
relate to, but are not limited to, objectives, gigilans, strategies, intentions, outlook and estigs. By their very
nature, these statements involve inherent risks amcertainties, many of which are beyond the Comisan
control, which could cause actual results to diffeaterially from those expressed in such forwamklng
statements. As a result, there is no guarantee ahgtforward-looking statements will materializedareaders
are cautioned not to place undue reliance on tratements. Assumptions, expectations and estimetds in
the preparation of forward-looking statements aigks that could cause our actual results to diffemterially
from our current expectations are discussed initletahe Risks and Opportunities section of thiB&A. Unless
otherwise required by applicable securities lavies Company disclaims any intention or obligatiorupmate or
revise any forward-looking statements, whether assalt of new information, future events or othisey
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CORPORATE PROFILE

Newfoundland Capital Corporation Limitedivns and operates Newcap Radio, which is one oa@als leading
radio broadcasters with 95 licences across Canalla Company reaches millions of listeners each veelugh

a variety of formats and is a recognized indusegder in radio programming, sales and networklhgs
Canada’s largest pure-play radio company, emplogjmgroximately 1,000 of the best radio professi®raiross
the country. The Company’s portfolio of radio assercludes 80 FM and 15 AM licences which can bardie
throughout CanadaMost of our stations are globally accessible via thternet and various mobile device
applications, allowing listeners the flexibility tane in to our stations at anytime from anywhefée shares of
the Company trade on the Toronto Stock Exchangeruiheé symbols NCC.A and NCC.B.

STRATEGY AND OBJECTIVES
The Company’s long-term strategy is to maximizeimet on existing operations and add new licencesuth

business and licence acquisitions and through tlamadian Radio-television and Telecommunications
Commission (“CRTC") licence application process.
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The Company’s day-to-day operating objective igrmw its existing operations by increasing advatgsevenue
and remaining focused on controlling discretionawgts to drive EBITDA margins. The Company wilhtaue
to explore acquisition and expansion opportunitieg fit the Company’s acquisition objectives andill make
applications to the CRTC for new licences. The Camys commitment to its talented employees, itsamsrs,
its listeners and to the communities it serves faseritical to its success.

CORPORATE DEVELOPMENTS

The following is a review of the key corporate depenents which should be considered when reviewfieg
“Consolidated Financial Review” section. The résulf the acquired or launched stations have bednoded in
the interim financial statements since the respedatquisition and launch dates.

2014 Developments:

e January — received CRTC approval for a new FM bieem Fox Creek, Alberta (a repeater of CFXW-FM
Whitecourt, Alberta).

» February — received CRTC approval for a new FMnlgeein Hinton, AB.

* March — acquired five radio stations located indnto, Ontario and Vancouver, British Columbia fasl
consideration of $111.9 million.

e July — completed the acquisition of CHNI-FM in Saimhn, New Brunswick for cash consideration o8$0.
million.

2013 Developments:

e January — completed the acquisition of CKCH-FM, Hagle, in Sydney, Nova Scotia.

* January — received CRTC approval to convert the ReiChoix, Newfoundland and Labrador AM station to
FM. It was launched in April 2013.

* March - re-branded CFRK-FM in Fredericton as Thevot 92.3.

» April — received CRTC approval to convert the Waiight, Alberta AM station to FM. This was launchied
September 2013.

e April = launched 95.9 Sun FM in Miramichi, New Bewick with a Top 40 format.

 May - received CRTC approval for a new FM licent&\labasca, Alberta (a repeater of CHSL-FM in Slave
Lake, Alberta) and a new FM licence to serve Claittr; Newfoundland and Labrador. The new FM in
Wabasca was launched in October 2013 while theFidvn Clarenville will be launched in 2014.

e June — launched the Company’s second FM in FradearitdNew Brunswick. Up! 93.1 features a ClassitsHi
format.

» December - finalized the sale of CHFT-FM in FortNWaray, Alberta for cash proceeds of $5.0 million.
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CONSOLIDATED FINANCIAL REVIEW

In 2013, the Company disposed of its net asseEoih McMurray, Alberta. The results from this distinued
operation have been excluded from the 2013 figures.

Consolidated Financial Results of Operation

(thousands of Canadian dollars, except ~ Three months ended September 30 Nine montredeBeptember 30
percentages and per share data) 2014 2013 Growth 2014 2013 Growth
Revenue $ 39,301 32,749 20% 110,062 96,948 14%
Operating expenses (29,321)  (25,267) 16% (83,383) (74,081) 13%
EBITDA® 9,980 7,482 33% 26,679 22,867 17%
Depreciation, amortization and
accretion (1,593) (1,116) 43% (4,088) (3,279) 25%
Interest expense (1,775) (660) — (4,496) (1,720) —
Other expense (765) (508) 51% (6,670) (1,009) —
Profit from continuing operations
before provision for income taxes 5,847 5,198 12% 11,425 16,859 (32%)
Provision for income tax
(expense) recovery (1,582) 3,426 — (2,823) (188) —
Profit from continuing operations 4,265 8,624 — 8,602 16,671 —
Profit from discontinued operations — 32 — — 52 —
Profit for the period $ 4,265 8,656 — 8,602 16,723 —
Earnings per share — continuing operations
— Basic $ 0.15 0.30 — 0.30 0.58 —
— Diluted 0.15 0.29 — 0.29 0.55 —
Earnings per share
— Basic 0.15 0.30 — 0.30 0.58 —
— Diluted 0.15 0.29 — 0.29 0.55 —
(1) EBITDA - Earnings before interest, taxes, deprémmand amortization — refer to page 12 “Non-IFR&8unting
Measure”

A detailed discussion on revenue, operating exigeasd EBITDA is provided in the section entitledri&ncial
Review by Segment”.

Revenue

In the third quarter, consolidated revenue of $38ilBon was $6.6 million or 20% higher than lagtay. Year-to-
date revenue of $110.1 million was $13.1 million D% higher than the same period last year. This
improvement came exclusively from incremental rexergrowth in the broadcasting segment due to the
acquisition of stations in Toronto and Vancouver.

Operating expenses
Consolidated operating expenses in the third quaft§29.3 million were $4.1 million or 16% hightivan last
year and year-to-date operating expenses of $88librmwere $9.3 million or 13% higher than 2013The
increase in operating expenses was attributabiectemental operating costs related to the statamugiired in
the broadcasting segment.

EBITDA

Consolidated EBITDA in the third quarter of $10.0lion was $2.5 million or 33% higher than last yeand
year-to-date EBITDA of $26.7 million was $3.8 nulti or 17% higher than 2013. EBITDA is higher thésar
due to the expansion into the Toronto and Vancomaekets.

Depreciation, amortization and accretion of othaabilities

In the third quarter and year-to-date, depreciaonortization and accretion expense was higher 2043 due to
a higher depreciable asset base and because aftthetion arising on the Toronto and Vancouver Gmama
Content Development (“CCD”) commitments. Accretiof other liabilities arises from discounting CCD
commitments to reflect the fair value of the obligas. The expense decreases as CCD obligatiendrawn
down.
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Interest expense

Interest expense in the third quarter and yearate-avas higher than the same periods last yeaubea# the
additional debt required to finance the Toronto afahcouver acquisition and the fact that the Corgzan
effective interest rate has increased by approxiindt 5% due to the higher debt level.

Other income (expense)

Other expens@enerally consists of gains and losses, realizet Lawmealized, on the Company’s marketable
securities and items that are not indicative of@oenpany’s core operating results, and not uselderevaluation

of the consolidated Company’s performance suctcqaisition-related costs and impairment chargeshénthird
quarter, the Company recognized mark-to-marketalized losses of $0.6 million compared to unrealilesses

of $0.5 million last year. For the nine months eh@eptember 30, 2014, the mark-to-market unrealgaeds
were $0.8 million compared to unrealized losse$@7 million in 2013. Year-to-date realized gafesulting
from the sale of certain marketable securities v&& million; there were no realized gains or ésss 2013.
Refer to note 11(a) in the interim financial stagens for details on portfolio gains and losses.

Because of the Toronto and Vancouver business eatibn, the Company incurred acquisition-relatestsof
$8.9 million; the bulk of which related to $6.2 high of CCD commitments required to complete thgquasition
(payable over seven years). In 2013, $0.2 millibacguisition-related costs were recorded due ¢oattqjuisition
in Sydney. Refer to note 4 in the interim finahatatements for additional details on the acqoisitelated
costs.

Provision for income taxes

In the third quarter, the effective tax rate wa$02and the year-to-date rate was 25% which weredakhan the
statutory tax rate of 31% because the tax on edlénd unrealized gains is calculated using a loater In the
third quarter of last year, the Company settledt@rain tax matters and re-measured certain egténatcluding
accrued interest, related to uncertain tax postidime Company reduced the provision for incomesay $4.7
million in the third quarter of 2013. For additardetails, refer to note 2(b) of the interim fic&l statements.

Profit for the period

Profit for the third quarter of $4.3 million was .44million lower than last year’s profit of $8.7 lii@n primarily
due to the fact that last year’s profit includegasitive adjustment to the provision for incomeesof $4.7
million. Year-to-date profit of $8.6 million was8$ million lower than the same period in 2013 pniity due to
the one-time $8.9 million transaction costs asdediavith the Toronto and Vancouver business adipiisin
2014 and the lower provision for income taxes it20

Other comprehensive income (“OCI")

OCl includes the net change in the fair value e @ompany’s cash flow hedge and actuarial gainsl@smbs
arising on the Company’s defined benefit pensi@amgl The after-tax gain included in OCI in thediguarter of
2014 was $nil (2013 — less than $0.1 million) wiiile year-to-date after-tax loss was less than $dlibn (2013
— gain of $0.4 million).

FINANCIAL REVIEW BY SEGMENT

Consolidated financial figures include the resuwfsoperations of the Company’s two separately riegubr
segments — Broadcasting and Corporate and Othiee. Cbmpany provides information about segment nazen
segment EBITDA and operating profit because thesn€ial measures are used by its key decision radke
making operating decisions and evaluating perfomearFor additional information about the Company’s
segmented information, see note 13 of the Companigsim financial statements.

Broadcasting Segment

The broadcasting segment derives its revenue fhesale of broadcast advertising from its licerme®ss the
country. Advertising revenue can vary based onketand economic conditions, the audience shaeeraflio
station, the quality of programming and the effemtiess of a company’s team of sales professionals.
Cash-generating units (“CGU’s”) within the broadoag segment are managed and evaluated based wn the

revenue and EBITDA. The following summarizes tley loperating results of the broadcasting segméitte
results from discontinued operations have beeruded from the 2013 figures.
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Broadcasting Financial Results of Operations

Three months ended September 30 Nine memithed September 30
(thousands of Canadian dollars, Growth Growth
except percentages) 2014 2013 Total Organic 2014 2013 Total Organic
Revenue $ 38,090 31,593 21% (4%) 107,123 94,119 14% (3%)
Operating expenses (26,312) (22,111) 19% (6%) (74,504) (65,082) 14% (2%)
EBITDA $ 11,778 9,482 24% — 32,619 29,037 12% (7%)
EBITDA margin 31% 30% 1% 1% 30% 31% (1%)  (1%)

Revenue

Broadcasting revenue in the third quarter of $38illion was $6.5 million or 21% higher than lasiayeYear-to-
date broadcasting revenue of $107.1 million was.@18illion or 14% higher than 2013. The growth was
attributable to incremental revenue related toTthento and Vancouver stations which generatedaqmpately
$7.7 million of revenue in the quarter and $16.2liom since the March 31, 2014 acquisition daten the
Company’s other markets, growth (organic growth} wagative 4% in the quarter and negative 3% yedate.
The industry organic growth rate for the nine marghded September 30, 2014 was negative 3%.

The most significant reason for the decrease immiogrevenue was the Company’s under-performingmnait
sales results. Excluding the revenue derived iroiito and Vancouver, national advertising was 18%el in
the third quarter and 11% lower year-to-date whempared to the same periods last year. Locas sedee 2%
lower in the third quarter and flat year over year.

Operating expenses

For the quarter, broadcasting operating expenses $26.3 million, up $4.2 million or 19% over la&tar. Year-
to-date broadcasting operating expenses of $74lmivere $9.4 million or 14% higher than 2013.her
increases were due to the incremental operatingresqs related to the Toronto and Vancouver stati@rganic
expenses are down compared to the prior periodsadtiee combination of lower variable costs asgediavith
lower revenue and lower fixed costs due to redudisgretionary spending.

EBITDA

Third quarter broadcasting EBITDA of $11.8 millievas $2.3 million or 24% higher than 2013 while y&ar
date broadcasting EBITDA of $32.6 million was $8a@lion or 12% higher than last year due to theihess
acquisitions.

Corporate and Other Segment

The Corporate and Other segment derives its revéoue hotel operations. Corporate and Other exgerRse
related to head office functions and hotel opereatio

Corporate and Other Financial Results of Operation

(thousands of Canadian dollars, Three months ended September 30 Nine monthsie®elgtember 30
excepipercentages) 2014 2013 % Change 2014 2013 % Change
Revenue $ 1211 1,156 5% 2,939 2,829 4%
Operating expenses (3.009) (3,156) 5% (8.879) (8,999) (1%)
EBITDA $ (1,798) (2,000) 10% (5,940) (6,170) 4%
Revenue

Revenue was higher in the third quarter and yealate compared to 2013 due to higher revenue flarhotel
operations.

Operating expenses
Third quarter operating expenses of $3.0 milliomen®0.1 million or 5% lower than the same perio@@13 and
year-to-date operating expenses of $8.9 millionev&g.1 million or 1% lower than last year.

EBITDA
EBITDA improved over the same periods last yeamhse of higher hotel revenue combined with lower
operating expenses.
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SELECTED QUARTERLY FINANCIAL |INFORMATION

The Company’s revenue and operating results vagending on the quarter. The first quarter is @opeof

lower retail spending and as a result, advertisengenue is lower. The fourth quarter tends to hge@od of
higher retail spending. In the third and secondrtgu of 2014, results from the Toronto and Vaneoistations
increased revenue and profit. During the first tgran 2014, the Company incurred acquisition-edatosts
arising from the Toronto and Vancouver businessiaitépn (refer to note 4 of the interim financigthtements)
which decreased profit. Profit in the fourth geadf 2013 benefited from a $3.8 million gain osplisal of the
Fort McMurray net assets. Third quarter profit 213 was positively impacted by a reduction in jBion for

income taxes. Positively impacting the 2012 fowgytarter profit was the reversal of a previous toaat licence
impairment charge. The results from discontinupdrations have been excluded from the comparativenue
figures.

(thousands of Canadian dollars, 2014 2013 2012
except per share data) 3d 2nd 18t 4th 3d 2nd 18t 4th
Revenue $ 39,301 42,298 28,463 35,649 32,749 35,434 28,765 35,099
Profit (loss) for the period 4,265 7,541  (3,204) 10,295 8,656 5,972 2,095 7,405
Earnings (loss) per share
— Basic 0.15 0.27 (0.11) 0.37 0.30 0.20 0.07 0.25
— Diluted 0.15 0.26 (0.12) 0.35 0.29 0.19 0.07 0.24

Selected cash flow information — nine months endgeptember 30, 2014

Cash flows from operating activities of $15.3 noitlicombined with net borrowings of $103.3 millioene used
to finance the business acquisitions in Torontmadaiver and Saint John for $112.7 million, to pasghproperty
and equipment for $4.2 million, pay dividends of3gillion and pay $1.9 million toward CCD commitnis.

Selected cash flow information — nine months endgejptember 30, 2013

Cash flows from operating activities of $16.7 noitlicombined with net borrowings of $2.2 million warsed to
purchase broadcasting assets in Sydney, Nova Soot#2.0 million, repurchase capital stock for Z@nillion,

purchase property and equipment for $4.6 millioay pividends of $4.3 million and pay $1.6 milliooward
CCD commitments.

Capital expenditures and capital budget

The capital expenditures for 2014 are expectedotal tapproximately $9.5 million. The major planned
expenditures include the capital costs associatddtie acquired licences in Toronto, Vancouver Saiht John
as well as general improvements and upgrades. Cbngpany continuously upgrades its broadcast equipioe
improve operating efficiencies.

FINANCIAL CONDITION

Total assets
Assets of $361.8 million were $126.2 million highiban December 31, 2013 due to the business atiqossin
2014.

Liabilities, shareholders’ equity and capital strture

As at September 30, 2014, the Company had $1.8omitif current bank indebtedness and $145.1 milbén
long-term debt, of which $11.3 million was currenfhe capital structure consisted of 39% equity4(ha
million) and 61% liabilities ($221.2 million) at quer end.
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LIQuIDITY

Liquidity risk

Liquidity risk is the risk that the Company is radile to meet its financial obligations as they Imeealue or can
do so only at excessive cost. The Company’s grasvfmanced through a combination of the cash fidmm
operations and borrowings under the existing cfaditity. One of management’s primary goals isrtaintain an
optimal level of liquidity through the active marmagent of the assets and liabilities as well asct®h flows.
Management deems its liquidity risk to be low amd ts explained in the paragraphs that follow.

Credit facilities and covenants

The Company has two syndicated credit faciliti#e first one is a $90.0 million revolving credicflity. This
type of facility provides flexibility with no scheded repayment terms. The Company also has a $8illion
non-revolving credit facility that was drawn on Mhar31, 2014 to finance the Toronto and Vancouveirtass
acquisition. The facility is being amortized owsght years and is repayable in quarterly instatmerf $2.8
million. The first quarterly instalment was made 8Saptember 30, 2014. The maturity date for botdicr
facilities is March 2017.

The Company is subject to covenants on its cregdillifies. The Company’s bank covenants includgager
maximum or minimum ratios such as total debt to HBA ratio, interest coverage and fixed charge cager
ratio. Other covenants include seeking prior appkdur acquisitions or disposals in excess of antjtative
threshold. The Company was in compliance withcitneenants throughout the quarter and at quarter end

Cash flow from operations and funds available frime Company’s $90.0 million credit facility havednmethe
primary funding sources of working capital, capitaipenditures, CCD payments, dividend paymentsf deb
repayments, and other contractually required paysnough the past several years.

Positive cash balances

The Company does not maintain any significant pasitash balances; instead it uses the vast majofitts
positive cash balances to reduce debt and minimteeest expense. As a result, the Company reteposits in
banks with bank indebtedness. The fact that theg2my does not have positive cash positions ohalance
sheet does not pose an increase to its liquidsty because the Company generates cash from operatial, as
part of its credit facility, it has a $5.0 milliazurrent operating credit line to fund any currebligations and it
can also access any unused capacity in its ciadiity to fund obligations.

Working capital requirements

As at September 30, 2014, the Company’s workingtalageficiency was $5.0 million. The cash fronrreunt

receivables will be sufficient to cover the Compangurrent obligations to its suppliers and empés/and in
combination with ongoing cash from operations amel dvailability of cash from its debt facility, tli@ompany
will be able to meet all other current cash requieats as they arise. If cash inflows from cust@rae not
sufficient to cover current obligations, becausetinfing issues, the Company has access to a $3lmmi
operating credit line.

Future cash requirements

Other than for operations, the Company’s cash rements are mostly for interest payments, repaymedebt,
capital expenditures, CCD payments, dividends dhdraontractual obligations. Management antigipdhat its
cash flows from operations will provide suffici€fonds to meet its cash requirements.

Based on the above discussion and internal analysisagement deems its liquidity risk to be low.
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COMMITMENTS AND CONTRACTUAL OBLIGATIONS

Since the publication of the 2013 Annual MD&A (datdMarch 3, 2014), as at September 30, 2014, the
Company’s commitments and contractual obligaticangehincreased as follows:

* $102.5 million net increase in long-term debt (tamount includes the current portion of long-tereit);
and
*  $9.3 million net increase in CCD commitments (undimted).

These increases were directly attributable to tigriess acquisitions.

SHARE CAPITAL

Outstanding share data

The weighted average number of shares outstandiSgmtember 30, 2014 was 28,151,000 (2013 — 2880},
As of this date, there are 24,385,648 Class A Slibate Voting Shares (“Class A shares”) and 3,788@3lass B
Common Shares (“Class B shares”) outstanding.

Share repurchases

The Company has approval under a Normal Coursed$Bid to repurchase up to 1,219,282 Class A shamds
75,386 Class B shares. This bid expires May 2152Muring the third quarter, and year-to-dateshares were
repurchased. In the 2013 third quarter, 219,500eshaere repurchased for $1.9 million and yearatedh 2013,
683,890 shares were repurchased for $6.2 million.

Dividends

In December 2013, the Company declared a dividéi$® ®9 per share on each of its Class A sharesCtass B
shares. $2.5 million was paid to shareholders-j@date (2013 — $2.6 million). On August 13, 20the Board
of Directors declared dividends of $0.06 per sharell shareholders of record as at September 024.2
Subsequent to quarter end, on October 3, 2014Cdnepany paid dividends in the amount of $1.7 mill{@013
— $1.7 million).

SHARE-BASED COMPENSATION PLANS

Executive stock option plan

No options were exercised during the third quaf®13 — nil). Year-to-date, 107,500 options wexereised
using the cashless exercise option resulting irv&6,shares issued from treasury (2013 — 60,000 rmpti
exercised with 43,724 shares issued from treasupimpensation expense related to the stock optamin the
third quarter and year-to-date was less than $@libm(2013 — less than $0.1 million).

Stock appreciation rights plan

A total of 1,745,000 stock appreciation rights (‘& or “rights”) have been granted since 2006 ateighted-

average reference price of $5.75. The SARS’ exgates range from April 2014 to February 2015. Tights

vest at a rate of 50% at the end of year three, 2btte end of year four and 25% at the end of fiearand are
exercisable as they vest. At the date of exerciash payments are made to the holders based dfiffdrence
between the market value of the Company’s Clashakes and the reference price. All rights grantedier this
plan expire on the @0day following the % anniversary of the grant date. As at Septembe2604, 50,000
rights were outstanding.

No SARS were granted to-date in 2014 or 2013. NBSwere exercised in the third quarter (2013 ¥ nflear-
to-date, 52,500 SARS were exercised for cash pdsceé¢ $0.2 million (2013 — 45,000 exercised for2$0.
million). Compensation expense in the third quawias a recovery of less than $0.1 million (201&xpense of
$0.1 million) and year-to-date, the recovery was ldhan $0.1 million (2013 — expense of $0.1 mmlioTl he total
obligation for SARS compensation of $0.1 million snvelassified as accounts payable and accrueditiesil
(2013 — $0.4 million).
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FINANCIAL INSTRUMENTS AND FINANCIAL RISK M ANAGEMENT

For more detailed disclosures about derivativerfoi@ instruments and financial risk managemererr® note
11 of the interim financial statements.

Interest rate risk management

The Company has in place an interest rate swaeagnet with a Canadian Chartered Bank to hedgejisseire
to fluctuating interest rates on its long-term delbhe swap has a notional amount of $45,000,0@0eapires in
May 2017.

The swap agreement involves the exchange of thee4month bankers’ acceptance floating interest fiatea

fixed interest rate. The difference between thediand floating rates is settled quarterly wite thank and
recorded as an increase or decrease to intereshsxp A 0.5% change in the projected floatingragt rates
during the remaining term of the hedge agreemenidvoave impacted the fair value of the interett savap by
approximately $0.5 million which would have flowddough profit since the swap was ineffective foc@unting

purposes as at June 30, 2014.

As at September 30, 2014, the aggregate fair yadyable of the swap agreement was $0.7 million $20$0.4
million). The net change in OCI for the third gigarwas $nil (2013 — less than $0.1 million loss)l @ loss of
less than $0.1 million year-to-date (2013 — $0.Hioni gain).

Share price volatility management
In July 2006, the Company entered into a cashesk#fuity total return swap agreement to managexjgesure
to fluctuations in its stock-based compensatiotscrdated to the SAR Plan.

In July 2013, the swap expired and any remainintipnal SARS were unwound. As a result there isamger
any balance receivable related to the equity tatairn swap. In 2013, realized before-tax losgesgnized in
the income statements in the third quarter weretlesn $0.1 million and $0.1 million year-to-date.

Market risk

Market risk is the risk that the fair value or fteuwcash flows of a financial instrument will fluete because of
changes in market prices. The fair value of the gamy’s marketable securities is affected by changebe
quoted share prices in active markets. Such pdaadluctuate and are affected by numerous fatteysnd the
Company’s control. In order to minimize the riggsaciated with changes in the share price of aeypamticular
investment, the Company diversifies its portfolip investing in various industries and only inveatgertain
amount of funds in marketable securities. It at€mducts regular financial reviews of publicly dsble
information related to its investments to determfrany identified risks are within tolerable rigkvels.

Credit risk management

The Company is subject to normal credit risk widspect to its receivables. A large customer bask a
geographic dispersion minimize the concentratiorcrefdit risk. Credit exposure is managed througtdit
approval and monitoring procedures. The Compargs dmt require collateral or other security fromerts for
trade receivables; however the Company does perfoadit checks on customers prior to extending itred
Based on the results of credit checks, the Compaayyrequire upfront deposits or full payments ocoant prior
to providing service. The Company reviews its iemigles for possible indicators of impairment omegular
basis and as such, it maintains a provision foeml credit losses. The Company is of the opirticat the
provision for potential losses adequately reflébescredit risk associated with its receivables.ofints would be
written off directly against accounts receivablé against the allowance only if and when it wagictee amount
would not be collected due to customer insolvendyistorically, the significance and incidence of amts
written off directly against receivables have bémm. The Company believes its provision for poiantredit
losses is adequate at this time given the curi@riamic circumstances.

Credit exposure on financial instruments arisemftbe possibility that a counterparty to an instemtnin which

the Company is entitled to receive payment failpécform. Counterparty risk is managed by onlylidgawith
Canadian Chartered Banks having high credit ratings
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Capital Management

The Company defines its capital as shareholdensityeqg The Company’s objective when managing céjpitéo

pursue its strategy of growth through acquisitiand through organic operations so that it can nastto provide
adequate returns for shareholders. The Companygearihe capital structure and makes adjustmeriténtdight

of changes in economic conditions and the risk attaristics of the underlying assets. In order &ntain or
adjust the capital structure, the Company may adhes amount of dividends paid to shareholdersjeissew
shares or repurchase shares. The Directors andrseanagement of the Company are of the opiniohftban

time to time the purchase of its shares at thegiiag market price would be a worthwhile investrnand in the
best interests of the Company and its shareholdelaterial transactions and those considered toutside the
ordinary course of business, such as acquisitiowis cther major investments or disposals, are resieand
approved by the Board of Directors.

ADOPTION OF NEW ACCOUNTING STANDARDS

IFRIC 21 Levies

IFRIC 21 clarifies that an entity recognizes a ilip for a levy when the activity that triggers yraent, as
identified by the relevant legislation, occurs. RIE 21 is effective for annual periods beginning amafter
January 1, 2014. The adoption of this standardndidhave an impact on the Company’s financial tamsior
performance.

FUTURE ACCOUNTING STANDARDS

IFRS 9 Financial Instruments

IFRS 9, as issued in 2010, reflects the first phashe International Accounting Standard Boardtrkvon the
replacement of IAS 39 and applies to classificahod measurement of financial assets and lialsildie defined

in IAS 39. The standard was initially effectiver fannual periods beginning on or after January(QiL32 In
November 2013, Chapter 6 of IFRS 9 on hedge acoaunwas published. At the same time, Chapter 7,
containing the effective date and transition priovis was amended to remove the mandatory effeckie of
IFRS 9. This was intended to provide sufficiemdifor preparers to make the transition to the regirements.
The Company may still choose to apply IFRS 9 immatedly, but is not required to do so.

IFRS 15 Revenue from Contracts with Customers

IFRS 15 applies to all revenue contracts and pesval five step model for the recognition and measent of
revenue earned from a contract with a customere standard’s requirements will also apply to theogmition
and measurement of gains and losses on the saler@fin non-financial assets that are not an outfuhe
entity’s ordinary activities. The standard comet® ieffect on January 1, 2017 with earlier adopfe@nmitted.
The Company will monitor the impact, if any, thtarsdard will have on its revenue recognition prared.

CRITICAL ACCOUNTING ESTIMATES

There has been no substantial change in the Corparitycal accounting estimates since the pubidabf the
2013 Annual MD&A dated March 3, 2014.

OFF-BALANCE SHEET ARRANGEMENTS

The Company's off-balance sheet arrangements dow$i®perating leases. Other than these, which are
considered in the ordinary course of business, Goenpany does not have any other off-balance sheet
arrangements and does not expect to enter intodrey such arrangement other than in the ordinatyse of
business.

RISKS AND OPPORTUNITIES

There has been no substantial change in the Conspasks and opportunities since the publicatiorthaf 2013
Annual MD&A dated March 3, 2014.
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CHANGES IN INTERNAL CONTROLS OVER FINANCIAL REPORTING

There were no changes in the Company’s internatraisnover financial reporting that occurred in thime
months ending September 30, 2014 that have mdyesifécted, or are likely to materially affectetiCompany’s
internal controls over financial reporting.

OUTLOOK

Organic revenue has continued to be a challenge mational revenue continuing to trend negativelyew
compared to the same periods last year. Offsettinge declines are the results from the statiogsieed in
Toronto and Vancouver.

Despite the organic revenue shortfalls, the Compeasymaintained EBITDA margins that are consisteétit the
prior year. The Company has invested in researchketing, and promotion to improve ratings and teakiced
expenditures where possible. Management is focasaohproving results from all its stations.

Non-IFRS Accounting Measure

(WEBITDA is calculated as revenue less operating expengeigli include direct cost of sales and general adthinistrative
expenses) as reported in the Company’s interimal@feged income statements. EBITDA may be caledland presented by
operating segment or for the consolidated resuftthe Company. The Company believes this is an riaptomeasure
because the Company’s key decision makers usentasure internally to evaluate the performance ahagement. The
Company'’s key decision makers also believe ceitaistors use it as a measure of the Company’sdiahperformance and
for valuation purposes.

EBITDA is therefore calculated before (i) non-caskpenses such as depreciation, amortization andetion of other

liabilities, (ii) interest expense and (iii) itenrm®t indicative of the Company’s core operating tesuand not used in the
evaluation of the operating segments or the codatdd Company's performance such as: acquisitidatee costs,

impairment charges and other expense. A calculadfcthis measure is as follows:

Three months ended September 30 Nine months eagtzivber 30

(thousands of Canadian dollars) 2014 2013 2014 2013
Profit for the period from continuing operations $ 4,265 8,624 8,602 16,671
Provision for income taxes expense (recovery) 1,582 (3,426) 2,823 188
Other expense 765 508 6,670 1,009
Interest expense 1,775 660 4,496 1,720
Depreciation, amortization and accretion of

other liabilities 1,593 1,116 4,088 3,279
EBITDA $ 9,980 7,482 26,679 22,867

EBITDA is not defined by IFRS and is not stand&dlifor public issuers. This measure may not bepeoatble to similar
measures presented by other public enterprises.
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Newfoundland Capital Corporation Limited
Notice of Disclosure of Non-Auditor Review of Interm Financial Statements for the three months and mie months

ended September 30, 2014 and 2013

Pursuant to National Instrument 51-102, Part 4ssation 4.3(3)(a) issued by the Canadian Securittasinistrators, the
interim financial statements must be accompanied hygtice indicating that the financial statemdrase not been reviewed
by an auditor if an auditor has not performed a@ew\of the interim financial statements.

The accompanying unaudited interim condensed ciolaget financial statements (“interim financial tetaents”) of the
Company for the three months and nine months eSeépdember 30, 2014 and 2013 have been preparatandance with
International Financial Reporting Standards andtaaesponsibility of the Company’s management.

The Company'’s independent auditors, Ernst & Youhg ,Lhave not performed a review of these interimaficial statements

in accordance with the standards established byCtmeadian Institute of Chartered Accountants faedew of interim
financial statements by an entity’s auditor.

Dated this 3 day of October, 2014
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Interim Condensed Consolidated Statements of Finama Position

(unaudited)
September 30 December 31
(thousands of Canadian dollars) Notes 2014 2013
Assets
Current assets
Marketable securities 11(a) 2,299 3,595
Receivables 32,039 27,995
Prepaid expenses 1,831 915
Total current assets 36,169 32,505
Non-current assets
Property and equipment 4 37,600 36,460
Other assets 1,626 1,622
Broadcast licences 4 265,753 154,481
Goodwill 4 15,466 7,422
Deferred income tax assets 5,235 3,115
Total non-current assets 325,680 203,100
Total assets 361,849 235,605
Liabilities and Shareholders' Equity
Current liabilities
Bank indebtedness 1,797 998
Accounts payable and accrued liabilities 21,583 16,496
Dividends payable 1,689 2,532
Income taxes payable 4,898 3,745
Current portion of long-term debt 6 11,250 —
Total current liabilities 41,217 23,771
Non-current liabilities
Long-term debt 6 133,806 42,642
Other liabilities 4,11(b) 16,425 10,626
Deferred income tax liabilities 4 29,728 24,781
Total non-current liabilities 179,959 78,049
Total liabilities 221,176 101,820
Shareholders' equity 140,673 133,785
Total liabilities and shareholders’ equity 361,849 235,605

See accompanying notes to the interim financiaestants
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Interim Condensed Consolidated Income Statements

(unaudited)
Three months ended Nine months ended
(thousands of Canadian dollars, September 30 September 30
except per share data) Notes 2014 2013 2014 2013
Revenue $ 39,301 32,749 110,062 96,948
Operating expenses (29,321) (25,267) (83,383) (74,081)
Depreciation, amortization and accretion
of other liabilities (1,593) (1,116) (4,088) (3,279)
Interest expense (1,775) (660) (4,496) (1,720)
Other income (expense) 4,11(a) (765) (508) (6,670)  (1,009)
Profit from continuing operations before
provision for income taxes 5,847 5,198 11,425 16,859
Provision for income tax (expense) recovery
Current 2(b) (1,472) 8,480 (3,499) 5,338
Deferred 2(b) (110) (5,054) 676 (5,526)
(1,582) 3,426 (2,823) (188)
Profit from continuing operations 4,265 8,624 8,602 16,671
Profit from discontinued operations — 32 — 52
Profit for the period $ 4,265 8,656 8,602 16,723
Earnings per share from continuing operations 12
— Basic $ 0.15 0.30 0.30 0.58
— Diluted 0.15 0.29 0.29 0.55
Earnings per share 12
— Basic $ 0.15 0.30 0.30 0.58
— Diluted 0.15 0.29 0.29 0.55

See accompanying notes to the interim financiaestants
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Interim Condensed Consolidated Statements of Comphensive Income
(unaudited)

Three months ended Nine months ended

September 30 September 30

(thousands of Canadian dollars) Notes 2014 2013 2014 2013

Profit for the period $ 4,265 8,656 8,602 16,723
Other comprehensive income (loss):

Cash flow hedges: 11(b)

Net movement on interest rate swaps — (2) (60) 554

Income tax expense — — 15 (151)

Other comprehensive income (loss) — (1) (45) 403

Comprehensive income $ 4,265 8,655 8,557 17,126

See accompanying notes to the interim financiaestants
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Interim Condensed Consolidated Statements of Changen Shareholders’ Equity
(unaudited)

Accumulated

Issuedshare Contributed other
capital surplus  comprehensive Retained

(thousands of Canadian dollars) (note 7) (note 8) income earnings Total
Balance at January 1, 2014 $ 36,495 2,680 107 94,50 133,785
Profit for the period — — — 8,602 8,602
Other comprehensive income — — (45) — (45)
Total comprehensive income — — (45) 8,602 8,557
Dividends — — — (1,689) (1,689)
Exercise of stock options 101 (101) — — —
Executive stock option compensation

expense — 20 — — 20
Balance at September 30, 2014 $ 36,596 2,599 62 ,408 140,673

See accompanying notes to the interim financidestants

Accumulated

Issuedshare Contributed other
capital surplus  comprehensive Retained

(thousands of Canadian dollars) (note 7) (note 8) loss earnings Total
Balance at January 1, 2013 $ 38,079 2,614 (1,630) 0,068 119,128
Profit for the period — — — 16,723 16,723
Other comprehensive income — — 403 — 403
Total comprehensive income — — 403 16,723 17,126
Repurchase of share capital (988) — — (5,234) 2(),2
Dividends — — — (1,712) (1,712)
Executive stock option compensation

expense — 54 — — 54
Balance at September 30, 2013 $ 37,091 2,668 (1)227 89,842 128,374

See accompanying notes to the interim financiaestants
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Interim Condensed Consolidated Statements of CasHdws

(unaudited)

Nine months ended
September 30

(thousands of Canadian dollars) Notes 2014 2013
Operating Activities
Profit from continuing operations before provision
income taxes 11,425 16,859
Items not involving cash
Depreciation, amortization and accretion of offedilities 4,088 3,279
Share-based compensation expense 9 — 151
Realized and unrealized (gains) losses on mareesaiourities 11(a) (1,652) 660
Canadian Content Development commitments arisiom f
business acquisitions not yet paid 6,288 —
Other 180 216
20,329 21,165
Net change in non-cash working capital from
continuing operations 1,199 3.873
21,528 25,038
Interest paid (3,908) (1,785)
Income taxes paid (2,323) (6,673)
Net cash flows from continuing operations 15,297 16,580
Net cash flows from discontinued operations — 143
Net cash flows from operating activities 15,297 16,723
Financing Activities
Change in bank indebtedness 799 243
Long-term debt borrowings 113,000 5,500
Long-term debt repayments (20,500) (3,500)
Dividends paid 7 (2,532) (4,337)
Repurchase of capital stock — (6,221)
Other (326) (180)
100,441 (8,495)
Investing Activities
Acquisition of broadcasting assets 4 (112,712) (2,040)
Property and equipment additions (4,156) (4,552)
CCD commitment payments (1,903) (1,568)
Proceeds from disposal of marketable securities 3,017 —
Other 16 (68)
(115,738) (8,228)

Cash, beginning and end of period

See accompanying notes to the interim financiaestants
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Notes to the Condensed Interim Consolidated Finanal Statements— September 30, 2014 and 2qLBaudited)

1. REPORTING ENTITY

Newfoundland Capital Corporation Limited (the “Caangy”) is incorporated in Nova Scotia, Canada. atdress of the
Company'’s registered office of business is 745 WiitldRoad, Dartmouth, Nova Scotia, B3B 1C2. Them@any’'s

primary activity is radio broadcasting. These utitad condensed interim consolidated financialestents (“interim

financial statements”) comprise the financial positof the Company and its subsidiaries, togetieéerred to as the
“Company”. The Company’s revenue is derived prilpairom the sale of advertising airtime which isbgect to

seasonal fluctuations.

These interim financial statements were authorfeedssue in accordance with a resolution of theloof Directors on
October 30, 2014.

2. BASIS OF PREPARATION
a) Statement of Compliance

These interim financial statements have been peeparaccordance with International Accounting Stads 34 (“IAS”),

Interim Financial Reporting, and accordingly, théy not include all of the information and disclessirequired by
International Financial Reporting Standards (“IFR®8t annual financial statements. The same adoayipolicies and
methods of computation were followed in the prepanaof these interim financial statements as wetlewed in the

preparation of the annual financial statementsteryear ended December 31, 2013. Accordingly etivegerim financial

statements should be read together with the arfimaaicial statements for the year ended Decembg2@13 prepared in
accordance with IFRS.

These interim financial statements have been peeparaccordance with those IFRS standards and IRRSretations

Committee (“IFRIC") interpretations issued and effee or issued and early adopted as at the dateesk statements
(October 30, 2014). All amounts are expresse@éanadian dollars, rounded to the nearest thousamdss otherwise
specified). The functional currency of the Company each of its subsidiaries is the Canadian dollar

b) Critical Accounting Estimates

There has been no substantial change in the Corgpanyical accounting estimates and assumptiomgesithe

publication of the annual financial statementstfor year ended December 31, 2013; however, theseanghange in
accounting estimates in 2013. In the third quanfe2013, the Company settled on certain tax matars re-measured
certain estimates, including accrued interesttedl@o uncertain tax positions. The Company redunerent income
taxes payable by $9,700,000 and increased defeavediabilities by $5,000,000 with the differencé $4,700,000

reducing the provision for income taxes which iased profit for 2013.

3. ACCOUNTING STANDARDS ADOPTED AND FUTURE ACCOUNTING STANDARDS

Adopted Accounting Standard

IFRIC 21 Levies

IFRIC 21 clarifies that an entity recognizes ailigpfor a levy when the activity that triggers yoaent, as identified by
the relevant legislation, occurs. IFRIC 21 is efifee for annual periods beginning on or after &amul, 2014. The
adoption of this standard did not have an impadhenCompany’s financial position or performance.

Future Accounting Standards

IFRS 9 Financial Instruments

IFRS 9, as issued in 2010, reflects the first phafs¢he International Accounting Standard Board'srkvon the
replacement of IAS 39 and applies to classificagod measurement of financial assets and lialsiléie defined in IAS
39. The standard was initially effective for annpariods beginning on or after January 1, 2018.November 2013,
Chapter 6 of IFRS 9 on hedge accounting was puddistAt the same time, Chapter 7, containing tfiectéfe date and
transition provisions was amended to remove thedatamy effective date of IFRS 9. This was intendedrovide
sufficient time for preparers to make the transitio the new requirements. The Company may diitlose to apply
IFRS 9 immediately, but is not required to do so.

IFRS 15 Revenue from Contracts with Customers

IFRS 15 applies to all revenue contracts and pesvil five step model for the recognition and meament of revenue
earned from a contract with a customer. The stafslaequirements will also apply to the recognitand measurement
of gains and losses on the sale of certain nomdiiahassets that are not an output of the entdydinary activities. The
standard comes into effect on January 1, 2017 edtlier adoption permitted. The Company will monithe impact, if
any, this standard will have on its revenue redigmiprocedures.
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Notes to the Condensed Interim Consolidated Finanal Statements— September 30, 2014 and 2qLBaudited)

4.

20

ACQUISITION OF BROADCASTING ASSETS

Business Acquisitions — 2014

Saint John, New Brunswick

On July 28, 2014, the Company acquired the CHNI{bhdcasting assets in Saint John, New Brunswicl$780,000
cash consideration. The assets acquired included-M broadcast licence, capital assets and cemtaiking capital
balances. Working capital will be settled after thosing date and therefore the purchase prioeatlbn is not finalized.

The Company completed this transaction to incréfasesalue of its assets and profitability. The e was financed
by the Company's credit facilities which are delsed in note 6.

The purchase price was allocated to the net aasgtsred on the basis of the estimated fair vatuethe acquisition date
using the acquisition method of accounting. Pleafer to the table presented below.

Toronto, Ontario and Vancouver, British Columbia

On March 31, 2014, the Company acquired the shafresmpanies that held the radio broadcasting sigfetivo radio

stations in Toronto, Ontario and three radio stetian VVancouver, British Columbia for total casnsaleration of

$111,922,000. Because this was a share deal,dhmp&hy did not receive full tax basis on the asaetmired and this
resulted in the recognition of deferred tax lial@h as set out in the table below.

The major assets acquired included broadcast ksrgoodwill and capital assets while certain asgtriiabilities along
with Canadian Content Development (“CCD”) obligasowere assumed. No trade receivables or tradabjes/were
acquired. Goodwill arose as a result of the contlnaof sales forces and the cost synergies thithenefit the
Company by combining the operations of the twoiatatin Toronto and by combining the operationsttaf three
stations in Vancouver. The accounting value ofdydth in the table below does not have any defertad liability
associated with it because it is not deductibldd&rpurposes.

The Company completed this transaction to incrédesealue of its assets and profitability and atsbave a presence in
these large markets which offer great growth paaénthe purchase was financed by the Company'ditcfacilities
which are described in note 6.

The purchase price was allocated to the net aasgtsred on the basis of the estimated fair vatuethe acquisition date
using the acquisition method of accounting. Thecpase price allocation has not yet been finaliZEde following table
sets out the net assets acquired and their estinaaiguisition date fair values, aggregated at tsh-generating unit
(“CGU") level:

Saint John
(thousands of Canadian dollars) Toronto CGU Vancouver CGU CGU Total
Working capital $ — — 40 40
Property and equipment 397 382 200 979
Broadcast licences 65,690 44,996 550 111,236
Goodwill 5,446 2,598 — 8,044
Total assets acquired 71,533 47,976 790 120,299
Accrued liabilities (497) (376) — (873)
CCD commitments assumed (708) (2,491) — (3,199)
Deferred tax liabilities (2,506) (1,009) — (3,515)
Net assets acquired $ 67,822 44,100 790 112,712

Earnings have been included in profit since thpaesve dates of acquisition. Revenue and prefitiuding acquisition-
related costs) recognized to date in the incoméersnts related to these acquired stations wereoxipmately
$16,200,000 and $1,600,000, respectively.

Pro-forma consolidated revenue including the resaft the acquired stations, as though the acquisitiate for the

transaction had been January 1, 2014, would haee hpproximately $117,000,000. Pro-forma const#uigrofit
would have approximated $9,000,000.
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Notes to the Condensed Interim Consolidated Finanal Statements— September 30, 2014 and 2qLBaudited)

4.

ACQUISITION OF BROADCASTING ASSETS(continued)

Business Acquisition — 2014continued)

Acquisition-related costs

As a result of the acquisitions, the Company haine obligated to fund $11,213,000 of CCD commitisienFor
accounting purposes, the CCD commitments mustdmded on the statement of financial positiother liabilities at
fair value which was determined based on discogntish flows using the effective interest methdelNt”). Under
EIM, accretion expense is calculated and recordgidguthe effective interest rate (5.02%) that dyadiscounts
estimated future cash payments throughout theofithe CCD commitment to the fair value at initiatognition. The
fair value of the total CCD commitments was deteedito be $9,487,000 and was recognizeattier liabilities Of this
liability, $3,199,000 represents the existing oéligns that the Company assumed on the acquisitéoes, while the
remaining $6,288,000 was the commitment requiredrdter for the Canadian Radio-television and Tel@oonications
Commission (“CRTC”) to approve the transaction.e 16,288,000 liability was a separate transactimhreot factored in
to the purchase price allocation and as such hes bepensed i®Dther income (expense)Of the $6,288,000 CCD
expensed, $3,902,000 related to the Toronto CGLB442000 related to the Vancouver CGU and $45,86ed to the
Saint John CGU. Additional incremental costs aginating $2,600,000 directly related to these asitjons were also
expensed inOther income (expensé) the income statements and these included aedg, flegal fees, consulting
charges, severances, research, travel and cett@nregulatory required amounts.

Business Acquisition — 2013

On January 2, 2013, the Company acquired 70.1%efhares of 3221809 Nova Scotia Limited which atgsr the
CKCH-FM radio station in Sydney, Nova Scotia. T&mpany previously held 29.9% of the shares aralrasult, this
was a business combination achieved in stages b¢ine Company was required to measure the acguisiate fair
value of the 29.9% equity interest the day immedyapreceding the transaction. The fair value deiermined to be
$600,000 which closely approximated the carryinigi@af the investment and therefore no gains adssvere recorded
as a result.

Total consideration was $4,425,000 and this wasemaguof the fair value of the initial 29.9% investmh of $600,000,

the settlement of an existing note having a falu@af $1,425,000 payable by the acquiree to th@gzmy and cash paid
of $2,400,000. The major net assets acquired deeciithe FM broadcast licence, property and equipraed a small

amount of working capital. Trade accounts recdi&diaving a gross contractual amount receivabl$24i,000 were

included in working capital. The contractual céisfivs not expected to be collected were estimatebet $34,000 and
this was factored into the determination of faituea The purchase price allocation, as set oudlhéntable below, has
been finalized.

The Company already operated an FM radio stati@®yaney, and complementing it with this FM statwas the reason
for the acquisition. This allowed the Companyrtorease its revenue base and benefit from costggsenhich is why

goodwill in the amount of $1,313,000 arose on ttaasaction. The accounting value of goodwill ie thble below does
not have any deferred tax liability associated wiitbecause it is not deductible for tax purpos@he purchase was
financed by the Company’s credit facility.

The purchase price was allocated to the net aasgtsred on the basis of the estimated fair vatuethe acquisition date
using the acquisition method of accounting. Thiéo¥ang table sets out the net assets acquiredthenl estimated
acquisition date fair values:

(thousands of Canadian dollars) CKCH-FM
Working capital $ 198
Deferred tax asset 215
Property and equipment 766
Broadcast licence 2,387
Goodwill 1,313
Total assets acquired 4,879
Deferred tax liabilities on property and equipmant broadcast licences (454)
Net assets acquired $ 4,425

In order for the acquisition to have been approbgdthe CRTC, the Company had to commit to additidd@D
payments of $222,000, payable in equal instalmewmés seven years. This financial liability wasageized on the
statement of financial position ather liabilitiesand its fair value was determined based on digomgicash flows using
EIM. Under EIM, accretion expense is calculated aecorded using the effective interest rate (3.984) exactly
discounts estimated future cash payments througtheuseven year life of the CCD commitment to thie ¥alue at
initial recognition. The amount of CCD expense®iher income (expensi) the income statements was $191,000.
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Notes to the Condensed Interim Consolidated Finanal Statements— September 30, 2014 and 2qLBaudited)

5. DISCONTINUED OPERATIONS

In December 2013, the Company disposed of its s&tta associated with CHFT-FM in Fort McMurray, étia. The
financial results from this CGU have been treatediacontinued operations in the income stateramdscash flows for
2013. The results from this CGU were also excluech the comparative figures from the Broadcastiegment results
in segmented information presented in note 13.ecs&ll comparative financial information for this @@cluded in
discontinued operations is presented below:

Three months ended Nine month ended

(thousands of Canadian dollars) September 30, 2013 September 30, 2013
Revenue $ 362 1,034
Operating expenses (294) (891)
Depreciation and accretion of other liabilities (23) (71)
Income from discontinued operations before providar taxes 45 72
Provision for current income tax expense (13) ) (20
Income from discontinued operations $ 32 52

6. LONG-TERM DEBT

(thousands of Canadian dollars) 2014 2013
Revolving term credit facility of $90 million,
renewable, expires in March 2017 $ 58,812 49,000
Non-revolving term credit facility of $90 million,
repayable in quarterly instalments, expires in 2017 87,188 —
146,000 49,000
Less: current portion of non-revolving credit fégil (11,250) —
Less: debt transaction costs (944) —
$ 133,806 49,000

In conjunction with the business acquisition diseld in note 4, the Company secured an additionalr§iion non-
revolving credit facility which was drawn on Mar8i, 2014 when the purchase agreement closed. atfigyfis being
amortized over eight years and is repayable intgdgrinstalments of $2,812,500. The facility enxgsi March 31, 2017.
The first quarterly instalment was made in Septer2ba4.

Long-term debt bears interest at bankers’ acceptases plus a premium based on certain finanatads. To manage
interest rate risk and ensure stability in the Camyps interest costs, the Company has in placentarest rate swap
agreement (see note 11(b)) for a portion of its eefich fixes the floating bankers’ acceptancegate

The Company has provided a general assignmenvak bebts and a first ranking fixed charge demaslaedture over
all freehold and leasehold real property and alligment and a security interest and floating chavger all other
property as collateral for the bank indebtednesistiaa credit facilities.

7. SHARE CAPITAL

Outstanding share capital
Outstanding share capital was 28,154,970 at Segtie8th 2014 (2013 — 28,528,000).

Share repurchases

The Company has approval under a Normal Coursef$¥d to repurchase up to 1,219,282 Class A Stubatel Voting
Shares (“Class A shares”) and 75,386 Class B Com@imares (“Class B shares”). This bid expires May 2015.
During the third quarter, and year-to-date, no ehavere repurchased in 2014. In the 2013 thirdtgua219,500 shares
were repurchased for $1,879,000 bringing the yeatate number of share repurchases to 683,8900ofal tash
consideration of $6,221,000.

Exercise of stock options

No options were exercised during the third quai2€d3 — nil). Pursuant to the Company’s execusiek option plan
disclosed in note 9, 107,500 options were exercigi-to-date using the cashless exercise optisultieg in 26,767
shares issued from treasury (2013 — 60,000 optemercised using the cashless exercise option \8iffi24 shares issued
from treasury). Share capital was increased anttibated surplus was decreased by $101,000 asu#t oéshe options
being exercised.
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7.

10.

11.

SHARE CAPITAL (continued)

Dividends

In December 2013, the Company declared a dividéi$® ®9 per share on each of its Class A share<éembs B shares
and $2,532,000 was paid to shareholders (2013 62%200). On August 13, 2014, the Board of Direstbeclared

dividends of $0.06 per share to all shareholderseobrd as at September 19, 2014, payable on Qc®b2014.

Subsequent to quarter end, dividends of $1,68%%@96 paid (2013 — $1,712,000 were paid in the thirdrter).

CONTRIBUTED SURPLUS
Nine months ended
September 30

(thousands of Canadian dollars) 2014 2013
Balance January 1 $ 2,680 2,614
Exercise of stock option®ote 7) (101) —
Executive stock option plan compensation expénst 9) 20 54
Balance September 30 $ 2,599 2,668

SHARE-BASED COMPENSATION
The following is a summary of the Company’s compios expense related to share-based compensédias p

Stock appreciation rights

A total of 1,745,000 stock appreciation rights (‘f8&’ or “rights”) have been granted since 2006 aeghted-average
reference price of $5.75. As at September 30, 280400 SARS were outstanding. These SARs expifeebruary
2015. The rights vest at a rate of 50% at the érygar three, 25% at the end of year four and 26%eaend of year five
and are exercisable as they vest. At the datea@tise, cash payments are made to the holders loasthe difference
between the market value of the Company’s Clashakes and the reference price. All rights granteder this plan
expire on the 60day following the % anniversary of the grant date.

No SARS were granted to-date in 2014 or 2013. NR&sSwere exercised in the quarter (2013 — nil). arve-date,

52,500 SARS were exercised for cash proceeds 09,8068 (2013 — 45,000 exercised for $171,000). Corsgtion

expense in the third quarter was a recovery of(BiD(2013 — expense of $80,000) and year-to-dlagerecovery was
$20,000 (2013 — expense of $97,000). The totabahbn for SARS compensation of $59,000 was cli@skids accounts
payable and accrued liabilities (2013 — compensgigyable was $380,000 of which $355,000 was ct)tren

Executive stock options

A total of 2,347,500 stock options are outstandingsuant to the Company’s executive stock opti@m.plThe options
generally vest as follows: twenty-five percent ba tate of grant and twenty-five percent on eadh®three succeeding
anniversary dates. Option holders may elect tocse their options on a cashless basis in whicle capital shares are
issued from treasury based on a formula that telkesaccount the market value of the Company’s £Rshares and the
option’s strike price.

No options were granted or exercised during thel thiiarter (2013 — nil). Year-to-date, 107,50€6@mys were exercised
(2013 — 60,000). Compensation expense relatelgetstbck option plan in the quarter was $6,000 320$17,000) and
year-to-date compensation expense was $20,000 (28%3,000).

EMPLOYEE BENEFIT PLANS

Three months ended Nine months ended
September 30 September 30
(thousands of Canadian dollars) 2014 2013 2014 2013
Defined contribution plan expense $ 452 406 1,328 1,227
Defined benefit plan expense 98 98 295 295

FINANCIAL INSTRUMENTS AND FINANCIAL RISK M ANAGEMENT

Estimated fair value of financial instruments

Current assets and current liabilities’ carryinduea are representative of their fair values du¢heorelatively short
period to maturity. The fair value of long-term tlelpproximates the carrying value because thedstetharges under
the terms of the long-term debt are based on tme@i3th Canadian banker's acceptance rates.
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11. FINANCIAL INSTRUMENTS AND FINANCIAL RISK MANAGEMENT (continued)
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Estimated fair value of financial instruments(continued)

The following table outlines the hierarchy of inputsed in the calculation of fair value for eadhaficial instrument:

(thousands of Canadian dollars) Level 1 Level 2 Level 3
Quoted prices Significant Significant
in active markets other unobservable
Description Total for identical assets observable inputs inputs

Financial assets at fair value through
profit or loss:

Cash and bank indebtedness $  (1,797) (1,797) — —

Marketable securities 2,299 2,299 — —
Loans and receivables:

Accounts receivable 32,039 — 32,039 —
Items accounted for as hedges:

Interest rate swap payable (654) — (654) —

Other liabilities at amortized cost:
Accounts payable and accrued
liabilities, net of current portion
of interest swaps (21,551) — (21,551) —
Current and long-term debt (145,056) — (145,056) —

The Company uses the following hierarchy for deteimg and disclosing the fair value of financiakiruments by
valuation techniques:

Level 1: quoted (unadjusted) prices in active markar identical assets and liabilities

Level 2: other techniques for which all inputs thatve a significant effect on the recorded valie arservable,
either directly or indirectly

Level 3: techniques which use inputs that havegaifitant effect on the recorded fair value that apt based on

observable market data

Offsetting financial assets and liabilities

The Company sets off its positive cash balancels baink indebtedness in accordance with its mirgdtimg agreement
with a Canadian Chartered Bank. Positive casantals at September 30, 2014 were equal to $1,288/0ile negative
cash balances were $3,083,000 which net to $1,007,0’he Company does not set off any other fiigdmtstruments.

The following sections discuss the Company’s risknagement objectives and procedures as they telatedit risk,
market risk, liquidity risk and capital risk.

Credit risk

The Company is subject to normal credit risk widlspect to its receivables. A large customer basegeographic
dispersion minimize the concentration of credikriredit exposure is managed through credit agdrand monitoring
procedures. The Company does not require collaverather security from clients for trade receileaty however the
Company does perform credit checks on customeos fiextending credit. Based on the results eflitrchecks, the
Company may require upfront deposits or full payteean account prior to providing service. The maxin credit
exposure approximated $32,600,000 as at SeptentheP@®4, which included accounts receivable. Thengamy
reviews its receivables for possible indicatorsngbairment on a regular basis and as such, it maisita provision for
potential credit losses which totaled $850,000 aSeptember 30, 2014. The Company is of the opitiat the
provision for potential losses adequately reflahes credit risk associated with its receivablesprdgimately 84% of
trade receivables are outstanding for less thaie96. Amounts would be written off directly agaiascounts receivable
and against the allowance only if and when it wiaarcthe amount would not be collected due to custansolvency.
Historically, the significance and incidence of amts written off directly against receivables hdeen low. The total
amount written off in the third quarter was $90,0bfinging the year-to-date total to $290,000, \mhiepresents a very
small portion of accounts receivable and revenudee Tompany believes its provision for potentialddréosses is
adequate at this time given the current economitigistances.

Credit exposure on financial instruments arisesnfitbhe possibility that a counterparty to an insteatin which the

Company is entitled to receive payment fails tofgren. With regard to the Company’s derivative instents, the
counterparty risk is managed by only dealing witimn@dian Chartered Banks having high credit ratings.
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11. HNANCIAL INSTRUMENTS AND FINANCIAL RISK M ANAGEMENT (continued)

Market risk

Market risk is the risk that the fair value or ftgicash flows of a financial instrument will fluete because of changes in
market prices, which includes quoted share prioesctive markets, interest rates and the Companydsed share price
as it relates to the stock appreciation rights plan

a)

b)

c)

Managing risk associated with fluctuations in qubshare prices of marketable securities

The fair value of the Company’s marketable seasiis affected by changes in the quoted sharespiicactive
markets. Such prices can fluctuate and are affdegenumerous factors beyond the Company’s controbrder to
minimize the risk associated with changes in tharestprice of any one particular investment, the Gamy
diversifies its portfolio by investing in variouadustries. It also conducts regular financial e of publicly
available information related to its investmentsd&germine if any identified risks are within tabte risk levels.
As at September 30, 2014, a 10% change in the gphiaes of each marketable security would resuétrirestimated
$150,000 change in profit.

For the quarter ended September 30, 2014, the ehinénir value of marketable securities, recordedther
income (expensgvas an unrealized loss of $648,000 (2013 — $489,@hile the year-to-date unrealized gain was
$814,000 (2013 — unrealized loss of $660,000). lirEhgains in the quarter were $nil (2013 — $aitd $836,000
year-to-date (2013 — $nil).

Interest rate risk management

The Company has in place an interest rate swaeagnmt with a Canadian Chartered Bank to hedgejitsseire to
fluctuating interest rates on its long-term debhe swap has a notional amount of $45,000,000 &piles in May
2017. The swap agreement involves the exchandeeahtee-month bankers’ acceptance floating inteegs for a
fixed interest rate. The difference between tRediand floating rates is settled quarterly with lank and recorded
as an increase or decrease to interest expenseCdripany elected to apply hedge accounting asdasformally
assesses effectiveness of the swaps at inceptibaraa regular basis.

As at September 30, 2014, the $45,000,000 swapneéfective for accounting purposes. As a resudt ¢hange in
fair value of the swap, from the time the swap wWaesmed ineffective in May 2012, was transferrednfloCl to
profit. This amounted to interest recovery of $ID, in the quarter (2013 — interest expense of DO and the
year-to-date expense was $90,000 (2013 — intexesvery of $664,000).

At quarter end, the aggregate fair value payablehef swap agreement was $654,000, of which $32y089
classified as a current liability (2013 — $353,0882,000 classified as current). The before-tangle in fair value
of the swaps recorded in OCI for the third quawtas a gain of $71,000 (2013 — loss of $146,000)yezd-to-date
was a loss of $155,000 (2013 — gain of $733,000)e before-tax interest recovery transferred fro@l @ profit

was $71,000 in the quarter (2013 — interest expeifisgl46,000) and interest expense of $166,000-tpedate
(2013 - interest recovery of $178,000).

A 0.5% change in the projected floating interet¢saluring the remaining term of the hedge agretsneould have
impacted the fair value of the interest rate swlapsapproximately $445,000 which would have flowédotigh
profit since the swap was ineffective for accougfurposes as at September 30, 2014.

Share price volatility risk management

In July 2006, the Company entered into a cashesk#guity total return swap agreement to managexjssure to
fluctuations in its stock-based compensation cadtted to the SAR Plan. Compensation costs agsacivith the
SAR Plan fluctuate as a result of changes in thekehgrice of the Company’s Class A shares. ThgQmation
entered into this swap for a total of 1,275,000amat! Class A shares with a hedged price of $5.85.

In July 2013, the swap expired and any remainirtgpnal SARS were unwound. As a result there isomger any

balance receivable related to the equity totalrregwap. As it relates to the prior year's (2043yd quarter,
realized before-tax losses were $14,000 and $73;680to-date.
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FNANCIAL INSTRUMENTS AND FINANCIAL RISk M ANAGEMENT (continued)

Liquidity risk

Liquidity risk is the risk that the Company is radile to meet its financial obligations as they Imealue or can do so
only at excessive cost. The Company’s growth iarfeed through a combination of the cash flows fogarations and
borrowings under the existing credit facility. Oof management’s primary goals is to maintain atinugd level of
liquidity through the active management of the tssaed liabilities as well as the cash flows. Ottieen for operations,
the Company’s cash requirements are mostly forréstepayments, repayment of debt, capital experadituCCD
payments, dividends and other contractual obligatibat are disclosed below.

The Company'’s liabilities have contractual matestivhich are summarized below:

Obligation (thousands of Canadian dollars) 12 months 2015 - 2018 Thereafter
Long-term debt $ 11,250 133,806 —
Bank indebtedness 1,797 — —
Accounts payable and accrued liabilities, net
of current portion of undiscounted CCD commitments 18,698 — —
Income taxes payable 4,898 — —
CCD commitments, undiscounted 2,885 8,059 525
$ 39,528 141,865 525

Assuming long-term debt is renewed in 2017, whichdnsistent with past practice, the payments wbal$45,000,000
for the period 2015 to 2018 and $88,806,000 thexeaf

Capital risk

The Company defines its capital as shareholdensityeq The Company’s objective when managing cpétdao pursue

its strategy of growth through acquisitions andtigh organic operations so that it can continuprtivide adequate
returns for shareholders. The Company managesagitat structure and makes adjustments to it ihtligf changes in
economic conditions and the risk characteristicghef underlying assets. In order to maintain owstdihe capital

structure, the Company may adjust the amount dfleihds paid to shareholders, issue new sharegorafease shares.
The Directors and senior management of the Compempf the opinion that from time to time the pwash of its shares
at the prevailing market price would be a worthwhihvestment and in the best interests of the Cos@and its

shareholders. Material transactions and thoseidemsl to be outside the ordinary course of businssich as
acquisitions and other major investments or disigpsae reviewed and approved by the Board of Dorsc

To comply with Federal Government directions, thedlcasting Act and regulations governing radidista (the
“Regulations”), the Company has imposed restriciogspecting the issuance, transfer and, if aggpécaoting of the
Company's shares. Restrictions include limitatiomsr foreign ownership of the issued and outstagdioting shares.
Pursuant to such restrictions, the Company canilgitdhe issuance of shares or refuse to registerntansfer of shares
or, if applicable, prohibit the voting of sharesdimcumstances that would or could adversely afthet ability of the
Company, pursuant to the provisions of the Regutatito obtain, maintain, renew or amend any lieeequired to carry
on any business of the Company, including a licelacearry on a broadcasting undertaking, or to dgmgth such
provisions or with those of any such licence.

The Company is subject to covenants on its creditify. The Company’s bank covenants include éertaaximum or
minimum ratios such as total debt to EBITDA raiitterest coverage and fixed charge coverage ratioer covenants
include seeking prior approval for acquisitionsdisposals in excess of a quantitative thresholde Tompany was in
compliance with the covenants throughout the quartd at quarter end.

Financial projections are updated and reviewedlaelyuto reasonably ensure that financial debt oawes will not be
breached in future periods. The Company monitoes chvenants and foreign ownership status of theedsand
outstanding voting shares and presents this infoomao the Board of Directors quarterly. The Compavas in
compliance with all the above as at September @D4 2

EARNINGS PER SHARE
Three months ended Nine months ended
September 30 September 30

(thousands) 2014 2013 2014 2013
Weighted average common shares used

in calculation of basic earnings per share 28,155 28,528 28,151 28,871
Effect of dilution related to executive stock oo 1,146 1,261 1,185 1,298
Weighted average common shares used in

calculation of diluted earnings per share 29,301 29,789 29,336 30,169
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13. OPERATING SEGMENT INFORMATION

The Company has two reportable segments — Broadgastd Corporate and Other. The Broadcasting eegoonsists
of the operations of the Company’s radio and tslewi licences. This segment derives its revenam fthe sale of
broadcast advertising. This reportable segmeatsgategic business unit that offers differenvises and is managed
separately. The Company evaluates performancel lmasearnings before interest, taxes, depreciaimhamortization.
Corporate and Other consists of a hotel and thd b#fice functions. Its revenue relates to hofg¢mtions. Details of
segment operations are set out below. Results fforh McMurray, Alberta operations have been exetudom the
Broadcasting segment comparative figures as atreSatcounting for discontinued operations as diesd in note 5.

Corporate Corporate
(thousands of Canadian dollars) Broadcasting & Other Total Broadcasting & Othea Total
Three months ended September 30 Nine months eretgdrber 30

2014
Revenue $ 38,090 1,211 39,301 107,123 2,939 110,062
Operating expenses (26,312) (3,009) (29,321) (o4p (8,879) (83.383)
Segment profit (loss) 11,778 (1,798) 9,980 32,619 (5,940) 26,679
Depreciation, amortization and

accretion of other liabilities (1,505) (88) 1,3 (3,834) (254) (4,088)
Interest expense — (1,775) (1,775) — (4,496) c6d
Other income (expense) (96) (669) (765) (8,318) 648 (6,670)
Profit (loss) from continuing

operations before provision

for income taxes $ 10,177 (4,330) 5,847 20,467 ,042P) 11,425
Total assets $ 347,402 14,447 361,849
Total liabilities (28,447)  (192,729) (221,176)
Other disclosures

Broadcast licences 265,753 — 265,753

Goodwill 15,466 15,466

Capital expenditures $ (1,312) (84) (1,396) (4,016 (140) (4,156)

Three months ended September 30 Nine months erejedrgber 30

2013
Revenue $ 31,593 1,156 32,749 94,119 2,829 96,948
Operating expenses (22,111) (3,156) (25,267) @5.0 (8,999) (74,081)
Segment profit (loss) 9,482 (2,000) 7,482 29,037 6,170) 22,867
Depreciation, amortization and

accretion of other liabilities (1,039) (77) (1601 (3,069) (210) (3,279)
Interest expense — (660) (660) — (1,720) (1,720)
Other income (expense) 41 (549) (508) (277) (732)(1,009)
Profit (loss) from continuing

operations before provision

for income taxes $ 8,484 (3.286) 5,198 25,691 833) 16,859
Total assets $ 222,264 12,513 234,777
Total liabilities (41,126) (65,277) (106,403)
Other disclosures

Broadcast licences 154,481 — 154,481

Goodwill 7,422 7,422

Capital expenditures $ (936) (16) (952) (4,423) 2901 (4,552
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Transfer agent and registrar

The transfer agent and registrar for the sharéiseof
Company is Canadian Stock Transfer Company Inits at
offices in Halifax and Toronto.

For shareholder account inquiries:

Telephone: 1-800-387-0825 (toll free in North Arcaji
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c/o The Canadian Stock Transfer Company

P.O. Box 700, Station B
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Investor relations contact

Institutional and individual investors seeking ficaal
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