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NZME LIMITED

CONSOLIDATED INCOME STATEMENT
FOR THE PERIOD ENDED 30 JUNE 2016

June 2016 June 2015
Note $'000 $'000
Revenue from continuing operations 2.1 196,634 213,596
Other revenue and income 21 1,677 698
Total revenue and other income 2.1 198,311 214,294
Expenses from continuing operations before finance costs, depreciation (182,014) (200,178)
and amortisation
Finance costs (6,829) (9,980)
Depreciation and amortisation (12,240) (11,981)
Loss before income tax 2.2 (2,772) (7,845)
Income tax (expense) / credit 5.1 (61,522) 1,888
Loss from continuing operations (64,294) (5,956)
Profit from discontinued operations L 125,095 27,806
Profit for the period 60,801 21,850
Profit is attributable to:
Owners of the parent entity 46,876 12,437
Non-controlling interests 13,925 9,413
Profit for the period 60,801 21,850
Cents Cents
Earnings per share from continuing operations
Basic/diluted earnings per share 23 (35.0) (3.7)
Earnings per share from continuing and discontinued operations
Basic/diluted earnings per share 23 239 6.3

The above Consolidated Income Statement should be read in conjunction with the accompanying notes
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NZME LIMITED

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

FOR THE PERIOD ENDED 30 JUNE 2016

June 2016 June 2015
Note $'000 $'000
Profit for the period 60,801 21,850
Items that may be reclassified subsequenily to profit or loss
Net exchange differences on translation of foreign operations 44,844 17,879
Items that will not be reclassified to profit or loss
Exchange and other differences applicable to non-controlling interest ' (14,683) 36,963
Other comprehensive income, net of tax 30,161 54,842
Total comprehensive income 90,962 76,692
Total comprehensive income is attributable to:
Owners of the parent entity 91,720 30,316
Non-controlling interests (758) 46,376
90,962 76,692
Total comprehensive income attributable to owners of the parent entity
arises from:
Continuing operations (23,782) 10,657
Discontinued operations 71 115,502 19,659
91,720 30,316

The above Consolidated Statement of Comprehensive Income should be read in conjunction with the accompanying notes
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NZME LIMITED

CONSOLIDATED BALANCE SHEET

AS AT 30 JUNE 2016
June 2016 Dec 2015

Note $'000 $'000
Current assets
Cash and cash equivalents 13,805 11,065
Trade and other receivables 6.2 55,079 409,870
Inventories T 2,956
Income tax receivable 770 770
Total current assets 71,826 424,661
Non-current assets
Other financial assets 4.3 2,590 128,386
Property, plant and equipment 3.2 76,779 99,216
Intangible assets 31 330,764 597,100
Deferred tax assets 5.1 - 46,065
Total non-current assets 410,133 870,767
Total assets 481,959 1,295,428
Current liabilities
Trade and other payables 6.2 47,297 414,775
Interest bearing liabilities 4.1 162 1,257
Current tax liabilities 5.1 16,968 1,620
Provisions 7,956 11,422
Total current liabilities 72,383 429,074
Non-current liabilities
Leases 6.2 13,242 12,859
Interest bearing liabilities 4.1 111,600 184,500
Provisions - 1,075
Deferred tax liabilities 6,203 36,096
Total non-current liabilities 131,045 234,530
Total liabilities 203,428 663,604
Net assets 278,531 631,824
Equity
Contributed equity 4.4 360,363 360,363
Reserves (5,324) (34,992)
Retained profits / (accumulated losses) (76,508) 104,584
Total parent entity interest 278,531 429,955
Non-controlling interests 6.1 - 201,869
Total equity 278,531 631,824

The above Consolidated Balance Sheet should be read in conjunction with the accompanying notes

The interim financial statements were approved for issue by the Board on 26 August 2016.

B

Sir John Anderson
Chairman
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Carol Campbell
Director
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NZME LIMITED

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

FOR THE PERIOD ENDED 30 JUNE 2016

Non-
Contributed controlling Total
equity Reserves Retained Profits Total interest equity
Note $000 $'000 $'000 $000 $000 $'000
Balance at 1 January 2015 360,363 (38,616) 79,511 401,258 190,736 591,994
Profit for the period - - 12,437 12,437 9,413 21,850
Other comprehensive income - 17,879 - 17,879 36,963 54,842
Transfers within equity - (338) 338 - - -
Transactions with non-controlling - - - - (3,053)  (3,053)
interests
Total equity at 30 June 2015 360,363 (21,075) 92,286 431,574 234,059 665,633
Balance at 1 January 2016 360,363 (34,992) 104,584 429,955 201,869 631,824
Profit for the period - - 46,876 46,876 13,925 60,801
Other comprehensive income - 44 844 - 44 844 (14,683} 30,161
Transfers within equity - (15,176) 15,176 - - -
Dividends paid 7 - - (191,258)  (191,258) - (191,258)
Transactions with non-controlling - - - - (3,630)  (3,630)
interests
Acquisitions and divestments of 7.1 - - (51,886) (51,886) (197,481) (249,367)
subsidiaries and operations
Total equity at 30 June 2016 360,363 (5,324) (76,508) 278,531 - 278,531

The above Consolidated Statement of Changes in Equity should be read in conjunction with the accompanying note
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NZME LIMITED

CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE PERIOD ENDED 30 JUNE 2016

June 2016 June 2015
Note $'000 $'000
Cash flows from operating activities
Receipts from customers 369,157 359,483
Payments to suppliers and employees (316,473) (314,792)
Dividends received 110 119
Interest received 141 180
Interest paid (6,779) (5,671)
Income taxes paid (3,926) (1,634)
Net cash inflows from operating activities 4.2 42,230 37,685
Cash flows from investing activities
Payments for property, plant and equipment (4,842) (7,632)
Payments for intangibles including software (1,474) (1,640)
Acquisition of controlled entities - (81,120)
Proceeds from sale of property, plant & equipment 2,271 840
Proceeds from divestment of subsidiaries, net of their cash, as part of the internal 95,936 -
restructure
Net loans repaid by/(advanced to) other entities 2,278 2,581
Net cash inflows/(outflows) from investing activities 94,169 (86,971)
Cash flows from financing activities
Loans advanced / repaid by related parties (55,958) 61,226
Proceeds from borrowings 54,000 6,500
Repayments of borrowings (127,595) (13,981)
Payments for borrowing costs (400) -
Payments to non-controlling interests (3,630) (3,597)
Net cash (outflows)/inflows from financing activities (133,583) 50,148
Change in cash and cash equivalents 2,816 862
Cash and cash equivalents at the beginning of the period 11,065 16,367
Effects of exchange rate changes (76) 341
Cash and cash equivalents at the end of the period 13,805 17,570

The Consolidated Statement of Cash Flows includes cash flows from continuing and discontinued operations.

The above Consolidated Statement of Cash flows should be read in conjunction with the accompanying notes.
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NZME LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

1. BASIS OF PREPARATION

General information

NZME Limited (NZX:NZM, ASX:NZM), formerly "Wilson
and Horton Limited”, is a for profit company limited by
ordinary shares which are publicly traded on the New
Zealand Exchange Main Board and the Australian
Securities Exchange as a Foreign Exempt Listing.
NZME Limited is incorporated and domiciled in New
Zealand. It is registered under the Companies Act 1993.

The Company is a Financial Markets Conduct reporting
entity under Part 7 of the Financial Markets Conduct Act
2013.

Basis of preparation

The consolidated interim financial statements for NZME
Limited (“the Company) and its subsidiaries (together
the Group) for the six months ended 30 June 2016, have
been prepared in accordance with the New Zealand
equivalent to International Accounting Standard 34:
Interim Financial Reporting and International Accounting
Standard and International Accounting Standard 34:
Interim Financial Reporting.

The interim financial report does not include all notes of
the type normally included in an annual financial report.
Accordingly, this report should be read in conjunction
with the most recent annual report and any public
announcements made by NZME Limited and APN News
& Media Limited during the interim reporting period and
up to the date of this report.

These consolidated interim financial statements are
presented in New Zealand Dollars, which is the
Company's functional currency, and rounded to the
nearest thousand, except where otherwise stated.

The accounting policies adopted and methods of
computation are consistent with those detailed in the
2015 Wilson & Horton Limited financial statements.

Significant changes in the current reporting period
Demerger

NZME Limited completed its demerger from APN News
& Media Limited (APN) on 29 June 2016, marking the
creation of a standalone NZ Group focused on operating
some of New Zealand’'s most recognisable publishing,
radio and digital brands.

NZME shares were distributed to eligible APN
shareholders at a ratio of one NZME share for every one
APN share.

Refer to note 7.1 and NZME NZX announcements on 27
June 2016 and 29 June 2016 for further details.

Taxation

On 23 June 2016, the Company and APN reached a
binding heads of agreement with the Inland Revenue
Department (IRD) to settle the MCN transaction, the
Branch financing transaction non-resident withholding
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tax and thin capitalisation issues, and a further matter
that was under review by the IRD.

Refer to note 5.1 for further details.
Going concern

As at 30 June 2016 the Group’s current liabilities
exceeded its current assets by $557,000 (31 December
2015: current liabilities exceeded current assets by
$4,413,000). Based on the Group’s operating
performance, the working capital forecasts in the 12
months from the date of signing these financial
statements and its available facilities, the Directors
consider that there are sufficient financial resources
available to the Group to meet its liabilities as and when
they fall due and to carry on its business in the
foreseeable future, which is not less than 12 months
from the date of signing these financial statements.

Significant accounting estimates and judgements

The Group makes estimates and assumptions
concerning the future. The resulting accounting
estimates will, by definition, seldom equal the related
actual results. The estimates and assumptions that have
a significant risk of causing a material adjustment to the
carrying amounts of the assets and liabilities within the
next financial year are discussed below:

(i) Impairment

The Group annually tests whether goodwill and other
non-amortising intangible assets have suffered any
impairment. The recoverable amounts the cash
generating unit has been determined based on value in
use calculations. These calculations require the use of
assumptions around future cash flows and a suitable
discount rate.

(i) Valuations of other financial assets

The Group periodically revalues other financial assets.
These valuations are based on available information at
the time the valuation is conducted but is subject to
estimation.

(iii) Discontinued operations

A discontinued operation is a component of the entity
that has been disposed of or is classified as held for sale
and that represents a separate major line of business or
geographical area of operations, is part of a single
coordinated plan to dispose of such a line of business or
area of operations, or is a subsidiary acquired
exclusively with a view to resale. The results of
discontinued operations are presented separately on the
face of the income statement.

Comparatives

Certain prior period information has been presented to
provide more meaningful comparison.

pwe




NZME LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

1. BASIS OF PREPARATION

The comparatives for the current period have been
presented for the effects of the application of IFRS 5/NZ
IFRS 5 Non-current Assets Held for Sale and
Discontinued Operations following the disposal of
Australian Radio Network (including Brisbane FM Radio
Pty Ltd, Radio Perth 96FM Pty Limited and Emotive Pty
Limited), The Level 3 Partnership and The Level 4
Partnership (disposed entities). Refer to note 7.1
‘Discontinued operations’. The nature of presentation is
as follows:

e Allincome and expense items relating to the
disposed entities have been removed from the
individual line items in the income statement. The
post-tax profit/(loss) of the disposed entities is
presented as a single amount in the line item
entitled ‘Profit/(loss) after taxation from Discontinued
operations’; and

e The net cash flows attributable to the operating,
investing and financing activities of the disposed
entities are each disclosed in the notes to the
financial statements.

Standards and interpretations issued but not yet
effective

NZ IFRS 15 Revenue from contracts with customers
deals with revenue recognition and establishes
principles for reporting useful information to users of
financial statements about the nature, amount, timing
and uncertainty of revenue and cash flows arising from
an entity’s contracts with customers. Revenue is
recognised when a customer obtains control of a good
or service and thus has the ability to direct the use and
obtain the benefits from the good or service. The
standard replaces NZ IAS 18 Revenue and NZ IAS 11
Construction contracts and related interpretations. The
standard is effective for annual periods beginning on or
after 1 January 2018 and earlier application is permitted.
The Group is still assessing the impact of the new rules
on its revenue recognition policies and at this stage is
not able to estimate the impact of the new rules on the
Group's financial statements. The Group will make more
detailed assessments of the impact during the second
half of the year.

In January 2016, the XRB (External Reporting Board)
issued NZ IFRS 16 Leases, a new standard for the
accounting of leases, replacing NZ |IAS 17 Leases. The
new standard will predominantly affect lessees, with
almost all leases brought onto the balance sheet. It
applies to annual reporting periods commencing on or
after 1 January 2019. The Group has yet to fully assess
the impact of the new standard on the financial
statements when applied to future periods.

There are no other standards and interpretations that
are not yet effective and that are expected to have a
material impact on the Group in the current or future
reporting periods and on foreseeable future transactions.
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NZME LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2. GROUP PERFORMANCE

2.1 REVENUE AND OTHER INCOME
June 2016 June 2015

$'000 $'000
From continuing operations
Advertising revenue 142,228 156,558
Circulation and subscription revenue 43,947 48,164
Services revenue 5,232 5,845
Other revenue 65227 3,029
Revenue from continuing operations 196,634 213,596
Dividends 110 119
Gain on disposal of properties and businesses 1,359 441
Other income 1,469 560
Interest income — related parties 91 -
Interest income — other entities 117 138
Finance income 208 138
Total other revenue and income 1,677 698
Total revenue and other income 198,311 214,294
From discontinuing operations (refer to note 7.1)
Total revenue and other income 127,642 114,497
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NZME LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
2. GROUP PERFORMANCE (CONTINUED)

2.2 SEGMENT INFORMATION

(a) Products and services from which reportable segments derive their revenues

Following the demerger and internal restructure which resulted in NZME Limited listed as a separate standalone entity, the
segmental reporting had been revised to align to the format that will be used to report to the Chief Operating Decision

Maker. NZME has one reportable segment — being “Integrated Media and Entertainment”. Integrated Media and

Entertainment incorporates the sale of advertising, goods and services generated from the audiences generated from the

media platform.

All significant operating decisions are based upon analysis of NZME as one operating segment. The Executive Team and

the Board of Directors have been identified as the Chief Operating Decision Maker.

NZME’s major products and services are split by channel at the revenue level into Print, Radio and Digital which is the way
in which revenue is reported to the Chief Operating Decision Maker. Although NZME operates in many different markets
within New Zealand, for management reporting purposes NZME operates in one principle geographical area being New

Zealand as a whole.
Discontinued operations have been presented in Note 7.1.

(b) Segment revenues and results

The segment information provided to the Directors and senior management team for the period ended 30 June 2016 is as

follows:

June 2016 June 2015

$'000 $'000

Revenues from external customers by channel
Print 116,893 131,281
Radio 55,824 59,456
Digital 23,917 22,859
Total revenues from external customers 196,634 213,596
Dividend income 110 119
Expenses from operations before finance costs, depreciation and amortisation (165,912) (185,350)
Total Segment Adjusted EBITDAF 30,832 28,365
Depreciation and amortisation (12,240) (11,981)
Net finance costs (6,621) (9,842)
Exceptional items
Gain on disposal of properties* 15859 441
Masthead royalty charges® (12,2186) (11,300)
Redundancies and associated costs® (3,097) (366)
Costs in relation to one off projectsP (789) (1,579)
Asset write downs E - (1,583)
Loss before tax from continuing operations (2,772) (7,845)

Explanation of exceptional items:

Gains on disposal of properties is the gain on sale of property in Wairarapa offset by loss on sale of property in Nelson in 2016, and

the gain on sale of an NZME property in Invercargill, New Zealand in 2015.

Costs charged from a subsidiary company of APN for use of NZ publishing mastheads. On 24 June 2016, NZME acquired certain
NZ publishing mastheads on normal commercial terms from this subsidiary company of APN (refer to note 3.1). As a result,

masthead royalty charges are not expected to be incurred by NZME from 24 June 2016 onwards.

The redundancies and associated costs relate to the restructuring and integration of the New Zealand operations.
The costs related to one off projects refers primarily to costs of external consultants assisting with the listing, integration and co-

location of NZME.

The asset write downs includes a write off of leasehold improvements in NZME as a result of the office co-location.
Adjusted Earnings before interest, tax, depreciation and amortisation (Adjusted EBITDA) from continuing operations and before

exceptional items, represents the Group’s total segment result.
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NZME LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
2. GROUP PERFORMANCE (CONTINUED)

2.3 EARNINGS PER SHARE

June 2016 June 2015
§'000 $'000

Reconciliation of earnings used in calculating basic earnings per share (EPS)
Loss from continuing operations attributable to owners of the parent entity (68,626) (7,222)
Profit from discontinuing operations attributable to owners of the parent entity 115,502 19,659
Profit attributable to owners of the parent entity used in calculating basic EPS 46,876 12,437
June 2016 June 2015
Number Number

Weighted average number of shares

Weighted average number of shares in the denominator in calculating basic EPS @ 196,011,282 196,011,282
Adjusted for calculation of diluted EPS 5 -
Weighted average number of shares in the denominator in calculating diluted EPS 196,011,282 196,011,282

(il Due to the share split in the current period (refer to note 4.3), the number of ordinary shares outstanding during the

period ended 30 June 2015 was retrospectively adjusted.

June 2016 June 2015
Cents Cents
Continuing operations
Basic/diluted earnings per share (35.0) (3.7)
Continuing and discontinued operations
Basic/diluted earnings per share 23.9 6.3
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NZME LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
3. OPERATING ASSETS AND LIABILITIES

3.1 INTANGIBLE ASSETS

Masthead Radio
Goodwill Software Brands Licenses Brands Total
$'000 $000 $000 $'000 $'000 $'000
31 December 2015
Cost 177,006 45,036 - 479,500 59,079 760,621
Accumulated amortisation and impairment (95,614) (33,765) - (34,142) - (163,521)
Net book value 81,392 11,271 - 445,358 59,079 597,100
Period ended 30 June 2016
Opening net book amount 81,392 iz - 445,358 59,079 597,100
Additions - 1,353 146,976 - - 148,329
Divestment of subsidiaries and operations (! (10,804) - - (390,454) - (401,258)
Amortisation - (2,275) - (1,947) - (4,222)
Foreign exchange differences 195 34 - (9,414) - (9,185)
Closing net book amount 70,783 10,383 146,976 43,543 59,079 330,764
At 30 June 2016
Cost 166,397 46,600 146,976 77,457 59,079 496,509
Accumulated amortisation and impairment (95,614)  (36,217) - (33,914) - (165,745)
Closing net book amount 70,783 10,383 146,976 43,543 59,079 330,764
INZME Limited completed its demerger from APN News & Media Limited (APN) on 29 June 2016.
Prior to the implementation of the demerger, NZME acquired certain NZ publishing Masthead Brands on normal
commercial terms from a subsidiary company of APN. These Masthead Brands were purchased for consideration of
$146,976,000 together with a termination amount in regard to the masthead license of $2,065,575, which was incurred
as NZME early terminated the masthead licences agreement with APN.
Refer to Note 7.1 for further details around assets disposed and acquired as part of the Internal Restructure.
=]
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NZME LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

3. OPERATING ASSETS AND LIABILITIES (continued)

3.2 PROPERTY, PLANT AND EQUIPMENT

Plant and
Freehold land Buildings Equipment Total
$000 $'000 $'000 $'000

31 December 2015
Cost () 2,990 480 404,483 407,953
Accumulated depreciation and impairment - - (308,737) (308,737)
Net book value 2,990 480 95,746 99,216
Period ended 30 June 2016
Opening net book amount 2,990 480 95,746 99,216
Additions B 430 4,659 5,089
Disposals (745) (23) (231) (999)
Divestment of subsidiaries and operations (" (1,133) (714) (14,928) (16,775)
Depreciation - (42) (10,323) (10,365)
Transfers and other adjustments 338 658 (18) 978
Foreign exchange differences (26) (17) (322) (365)
Closing net book amount 1,424 772 74,583 76,779
At 30 June 2016
Cost @ 1,424 814 344,337 346,575
Accumulated depreciation and impairment - (42) (269,754) (269,796)
Closing net book amount 1,424 772 74,583 76,779

) Freehold land and Buildings are held at fair value, which are based on independent valuations. Refer to Note 4.3 for

further details.

() NZME Limited completed its demerger from APN News & Media Limited (APN) on 29 June 2016.

Refer to Note 7.1 for details around assets acquired and disposed as part of the Internal Restructure.
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NZME LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

4. CAPITAL MANAGEMENT

4.1 INTEREST BEARING LIABILITIES

June 2016 Dec 2015
$'000 $'000
Current interest bearing liabilities
Loan payable 162 1,257
Total current interest bearing liabilities 162 1,257
Non-current interest bearing liabilities
Bank loans — secured 112,000 184,500
112,000 184,500
Deduct:
Capitalised borrowing costs 400 -
Total non-current interest bearing liabilities 111,600 184,500
Net debt
Current interest bearing liabilities 162 1,257
Non-current interest bearing liabilities 112,000 184,500
Capitalised borrowing costs (400) -
Cash and cash equivalents (13,805) (11,065)
Total debt less cash and cash equivalents 97,957 174,692

Prior to the Demerger, NZME was funded by a combination of internal cash flows and external financing arrangements.
Following the Demerger, funding is from a combination of its own cash reserves, internal cash flows and NZ$160 million
bilateral bank loan facility, which NZME entered into on 29 June 2016, of which NZ$112 million is drawn as at 30 June

2016. The facility expires 1 January 2020.

The interest rate for the drawn facility is the applicable bank screen rate plus credit margin.

The NZME Bilateral Facilities contain undertakings which are customary for a facility of this nature including, but not limited

to, provision of information, negative pledge and restrictions on priority indebtedness and disposals of assets.

In addition, NZME must comply with financial covenants (a net debt to EBITDA ratio and an EBITDA to net interest
expense ratio) for each 12 month period ending on 30 June and 31 December.

Capitalised borrowing costs related to the refinancing was $0.4 million.

Consideration received on the sale of the Partnership Interests (refer to note 7.1) to APN prior to Demerger, was used to
pay down secured bank loans. This is the main reason for the decrease in interest bearing liabilities from 31 December

2015.
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NZME LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
4. CAPITAL MANAGEMENT (CONTINUED)

4.2 CASH FLOW INFORMATION

June 2016 June 2015
$'000 $'000
The below reconciliation relates to both continued and discontinued operations
Reconciliation of profit for the period to net cash inflows from operating activities :
Profit for the period: 60,801 21,850
Depreciation and amortisation expense 14,587 14,214
Net gain on sale of non-current assets 13 (442)
Gain on sale of businesses @ (192,519) -
Reclassification of foreign currency translation reserves to the income statement 65,326
Change in current / deferred tax payable 31,520 (4,304)
Current tax funded through related party balances (12,842) 14,893
Foreign exchange losses / (gains) 1,086 (3,341)
Asset write offs and business closure (149) 98
Change in fair value of financial instrument (! 31,481 .
Revaluation of investments (2,245) (3,827)
Changes in assets and liabilities net of effect of acquisitions and disposals:
Trade and other receivables 49,859 (9,466)
Inventories 785 434
Prepayments 514 1,017
Trade and other payables and employee benefits (5,987) 6,559
Net cash inflows from operating activities 42,230 37,685

) Refer to note 7.1

i) Change in fair value of financial instruments relates to the Level 4 Partnership's investments in a debenture issued by Nathco Holdings
Pty Ltd, a member of the APN News & Media Limited Group. NZME's interest in the Level 4 Partnership was subsequently sold to

APN, prior to Demerger.
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NZME LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
4, CAPITAL MANAGEMENT (CONTINUED)

4.3 FAIR VALUE MEASUREMENTS

Fair value hierarchy

NZ IFRS 13 Fair Value Measurement requires disclosure of fair value measurements by level of the following fair value
measurement hierarchy:

- Level 1: quoted prices (unadjusted) in active markets for identical assets or liabilities;

— Level 2: inputs other than quoted prices included within level 1 that are observable for the asset or liability, either
directly or indirectly; and

- Level 3: inputs for the asset or liability that are not based on observable market data (unobservable inputs).

The following table presents the Group'’s financial assets and financial liabilities measured and recognised at fair value at
30 June 2016. All of the Group's financial assets and liabilities are measured under Level 3, as there is no observable
market data available:

June 2016 Dec 2015
$'000 $'000
Recurring fair value measurements
Financial assets
Financial assets at fair value through profit or loss
Shares in other corporations ( - 31,701
Financial Instrument (i - 94,095
Total financial assets (i) - 125,796
Non-financial assets
Freehold land and buildings
Freehold land 1,424 2,990
Buildings 772 480
Total non-financial assets 2,196 3,470

() Shares in other companies represent ownership interests in companies that are not consolidated or equity accounted. This was
disposed as part of the sale of Australian Radio Network on 24 June 2016. Refer to Note 7.1 for further details.

) Financial instrument held by Level 4 Partnership refers to an investment in a debenture issued by Nathco Holdings Pty Ltd (Nathco), a
member of the APN News and Media Group. The terms of debenture entitle the Level 4 Partnership to receive 95% of the profits of
Nathco. This was disposed of an 24 June 2016, refer to note 7.1.

) Other financial assets of $2,590,000 (Dec 2015: $2,590,000) are held at cost and therefore have been excluded from this table.
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NZME LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
4. CAPITAL MANAGEMENT (CONTINUED)

4.3 FAIR VALUE MEASUREMENTS (CONTINUED)

The carrying amounts of trade receivables and payables are assumed to approximate their fair values due to their short-
term nature. There are no outstanding non-current receivables as at 30 June 2016 (level 3).

The level 3 inputs used by the Group are derived and evaluated as follows:

The fair value of non-current borrowings disclosed in note 4.1 is estimated by discounting the future contractual cash flows
at the current market interest rates that are available to the Group for similar financial instruments. For the period ended 30
June 2016, the borrowing rates were determined to be between 4.7% and 5% per annum, depending on the type of
borrowing. The fair value of current borrowings approximates the carrying amount, as the impact of discounting is not
significant (level 2).

If one or more of the significant inputs is not based on observable market data, the instrument is included in level 3. This is
the case for shares in other corporations which are valued using discount rates, forecast cash flows, EBITDA multiples
estimated by management based on comparable transactions and industry data.

The Group obtains independent valuations at least every three years for its freehold land and buildings (classified as
property, plant and equipment), less subsequent depreciation for buildings. This is considered sufficient regularity to
ensure that the carrying amount does not differ materially from that which would be determined using fair value at the end
of the reporting period. All resulting fair value estimates for properties are included in level 3.

4.4 CONTRIBUTED EQUITY
Issued and paid up share capital
June 2016 Dec 2015 June 2016 Dec 2015

No. of shares No. of shares $'000 $'000
Balance at beginning of the period 378,550,000 378,550,000 360,363 360,363
Shares consolidated as part of the NZME Demerger @ (182,538,718) - - -
Balance at end of the period 196,011,282 378,550,000 360,363 360,363

(i On Demerger, NZME shares were distributed to eligible APN shareholders at a ratio of one NZME share for every one APN share.

4.5 DIVIDENDS
(a) Dividends Paid

On 24 June 2016, NZME Limited declared and settled a dividend of $191,257,897 to APN International Pty Limited. This
occurred as part of the Internal Restructure. Refer to Note 7.1 for further details.

(b) Dividends declared after balance date

On 26 August 2016, the Board declared an interim dividend of 3.5 cents per share, to be paid 28 October 2016, per fully
paid ordinary share.
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NZME LIMITED

NOTES TO THE FINANCIAL STATEMENTS CONT'D
5. TAXATION

5.1 INCOME TAX

Income tax expense on continuing operations is recognised based on management's estimate of the weighted average
effective annual income tax rate expected for the full financial year. The tax rate used for the six months to 30 June 2016 is
29%, compared to 32% for the six months to 30 June 2015. The tax expense of NZ$61.5 million comprises a NZ$17
million cash payment to fully settle historical tax disputes with the New Zealand Inland Revenue Department (IRD), the
utilisation of historically recognised tax losses and other deferred tax balances related to the demerged business.

The Company has previously disclosed that the IRD was auditing or reviewing several taxation matters, including the
dispute with the IRD regarding the Mandatory Convertible Note (MCN) transaction. These matters were disclosed in
previous financial statements and in an Explanatory Memorandum dated 11 May 2016 relating to the demerger of NZME
from APN.

On 23 June 20186, the Company and APN reached a binding heads of agreement with the IRD to settle the MCN
transaction, the Branch financing transaction non-resident withholding tax and thin capitalisation issues, and a further
matter that was under review by the IRD. This settlement closes off all current areas of audit and dispute between the IRD
and the Company. The settlement was for the total sum of NZ$33.9 million, with the cost of settlement to be shared
between the Company and a subsidiary of APN on a near equal basis. Payment is expected to occur on 26 August 2016.
The settlement utilised NZ$56 million of tax losses.

The Company’s portion of the settlement amount NZ$17 million has been accrued for in current tax liabilities during the
period ended 30 June 2016.
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NZME LIMITED

NOTES TO THE FINANCIAL STATEMENTS CONT'D
6. GROUP STRUCTURE

6.1 INTERESTS IN OTHER ENTITIES
Material subsidiaries with non-controlling interests

Set out below are the Group’s principal subsidiaries with material non-controlling interests. Unless otherwise stated, the
subsidiaries as listed below have share capital consisting solely of ordinary shares, which are held directly by the Group,
and the proportion of ownership interests held equals to the voting rights held by the Group.

On 24 June 2016, as part of the pre-Demerger restructure, the Australian Radio Network (including Brisbane FM Radio Pty
Ltd and Emotive Pty Limited) was sold to APN on normal commercial terms. NZME Radio Limited, which was previously
owned by the Australia Radio Network, was acquired by an entity within the NZME Group on 24 June 2016. Refer to Note
7.1 for further details.

Ownership interest held Ownership interest held

by the Group by non-controlling
int 1
Place of Country of Lilicen
Name of entity business incorporation  June 2016 Dec 2015 June 2016 Dec2015  Principal activities
Australia
Australian Radio Network Pty and New
Ltd ® Zealand Australia - 50% - 50% Commercial radio

) The Australian Radio Network owned 100% of NZME Radio Limited as at 31 December 2015. As at 30 June 2016,
NZME Group owns 100% of NZME Radio Limited.

Transactions with non-controlling interests

Refer to Note 7.1 for details.

6.2 RECEIVABLES AND PAYABLES INCLUDING RELATED PARTIES
(a) Receivables

June 2016 Dec 2015
$'000 $'000

Current receivables
Trade receivables 49,282 96,382
Provision for doubtful debts (1,162) (2,146)
Net trade receivables 48,120 94,236
Amount due from related parties (refer (c) below) - 304,931
Other receivables and prepayments 6,959 10,703
Total current receivables 55,079 409,870
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NZME LIMITED

NOTES TO THE FINANCIAL STATEMENTS CONT'D

6. GROUP STRUCTURE (CONTINUED)

6.2 RECEIVABLES AND PAYABLES INCLUDING RELATED PARTIES (CONTINUED)
(b) Payables

June 2016 Dec 2015
$'000 $'000

Current payables
Trade and other payables 46,464 91,638
Lease liability 833 833
Amount due to related entities (refer (c) below) - 322,304
Total current payables 47 297 414,775
Leases ( 13,242 12,859
Total non-current payables 13,242 12,859

) Leases includes lease incentives received in relation to certain operating leases.

(c) Related Parties
NZME Limited was, until the 29 June 2016, a wholly owned subsidiary of the APN News & Media Limited group.

Since 31 December 2015, amounts due from related parties of $304,931,000 and amounts due to related parties of
$322,304,000 have been settled during the half year ended 30 June 2016, with a significant portion of the settlement
occurring as part of the Internal Restructure (refer to Note 7.1 for further details).

During the period, the Group charged interest of $358,780 (2015: $396,972) to Biffin Pty Ltd a member of the APN News &
Media Limited Group. Biffin Pty Ltd charged management fees to APN Holdings NZ Limited of $611,056 (2015:
$1,679,000). A Group company, APN Holdings NZ Limited charged shared services fees totalling $1,456,000 (2015:
$1,299,000) to related parties. The Group purchased print services worth $2,247,000 (2015: $2,579,000) from Beacon
Print Ltd, a company in which the Group holds an interest in.

Biffin Pty Ltd repaid loans of $5,012,246 (2015: $89,797,018) to Group companies and borrowed $nil (2015:$ 3,452,707)
from group companies.

Wilson & Horton Finance Pty Ltd, New Zealand Branch, charged royalty fees of $12,216,000 (2015: $11,300,000),
advanced $13,200,000 (2015: $11,463,000), repaid loans of $539,000 (2015: $209,000) and charged interest of
$2,765,000 (2015: $3,087,000) to the Group. The Group charged Wilson & Horton Finance Pty Ltd, New Zealand Branch,
office rental and service fees of $78,000 (2015: $84,000).

New Zealand entities within the Group received tax losses from New Zealand entities outside the Group of $nil (2015:
$18,437,826) for consideration of $nil (2015: $5,162,591). New Zealand entities in the Group offset tax losses to New
Zealand entities outside the Group of $20,001,378 (2015: $650,905) for consideration of $5,600,386 (2015: $182,253).

Receivables Payables

Dec 2015 Dec 2015

$'000 $'000

Biffin Pty Limited 25,807 37,785
Media Tek Pty Limited 53,434 1,068
APN Newspapers Pty Limited 225,184 55,206
NZME Educational Media Limited 216 1,428
Wilson & Horton Finance Pty Limited — New Zealand Branch - 153,224
APN News and Media Limited - 67,898
Other related party balances 290 5,695
Total related party receivables and payables 304,931 322,304

0 This entity was acquired by NZME from the APN News & Media Limited group on 24 June 2016 as part of the Internal Restructure. Refer to note 7.1 for
further details.
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NZME LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
7. OTHER (CONTINUED)

7.1 NZME LIMITED DEMERGER

On 11 May 2016, APN News and Media Limited (‘APN’), the ultimate parent entity announced a Demerger of 100% of
NZME Limited Group to APN shareholders (‘Demerger’), subject to a majority shareholder vote held en 16 June 2016. The
Demerger was approved by the requisite majority of APN Shareholders and all other conditions precedent to the Demerger
were satisfied or waived. The Demerger was completed on 29 June 2016.

On 27 June 2016 NZME Limited was listed as a separate standalone entity on the NZX Main Board and ASX under the
ticker code NZM on a deferred settlement basis (on a post consolidation basis). Trading of NZME shares commenced on a
normal settlement basis on 1 July 2016.

Prior to the Demerger, APN initiated an Internal Restructure, being an internal restructure to separate and align the
relevant businesses, assets and liabilities of APN with the appropriate entity prior to the Demerger.

The Demerger Implementation Deed provided for the Internal Restructure to be completed so that:

- NZME is created as an identifiable and separate corporate group under NZME Limited, capable of operating on a
standalone basis; and

-  All subsidiaries, assets and liabilities which do not relate directly to the NZME business are held by APN upon the
Demerger.

Broadly, the Restructure entailed the following:

— Certain subsidiaries, business, assets and liabilities relating to the NZME business were aligned or transferred to
entities that would be subsidiaries of NZME following the Demerger;

—  Certain subsidiaries, business, assets and liabilities relating to the APN business which are held by subsidiaries
of NZME Limited were aligned or transferred to entities that would be subsidiaries of APN following the Demerger;

— Various intercompany loans, receivables and payables were repaid (other than ordinary trading receivables and
payables which will be settled on normal commercial terms) so that upon the Demerger there were no loans
across the APN and NZME businesses outstanding; and

—  Various distributions were made between the subsidiaries of NZME and subsidiaries of APN.
On 24 June 2016, NZME Limited declared and settled a dividend of $191,257,897 to APN International Pty Limited.

In order to give effect to the share and asset transfers forming part of the Internal Restructure, a series of share and asset
sale agreements were entered into between APN and NZME. These sale agreements were on standard terms for intra-
group share and asset sales, including limited title and capacity warranties given by both parties.

Acquisition of businesses

The acquisition of the entities have been recognised as common control transactions. The Group applies the predecessor
values method, without any step up to fair value. All the assets and liabilities acquired were recognised at book values per
the consolidated financial statements of the highest entity that had common control (i.e. APN News & Media Limited)
immediately prior to the Internal Restructure. The difference between the consideration established under the Internal
Restructure and the adjusted carrying value of the assets and liabilities (at the date of the transaction) acquired totalling
$51.9 million has been recognised in equity. No goodwill was created or recognised. The Group financial statements
incorporate the acquired entity’'s results only from the date of acquisition. The corresponding amounts of the previous
period are not restated.

Disposal of businesses

Upon the disposal of entities, where there was a loss of control, the Group has derecognised the assets and liabilities of
the subsidiary, any related non-controlling interests and other components of equity. Any resulting gain or loss is
recognised in the income statement. The Australian Radio Network, The Level 3 Partnership and The Level 4 Partnership
were acquired by a subsidiary company of APN on normal commercial terms.

Asset acquisition
On 24 June 2016, NZME acquired certain NZ publishing masthead brands (refer to note 3.1) on normal commercial terms
from a subsidiary company of APN.

PAGE 22 OF 26 —HiH

pwe



NZME LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
7. OTHER (CONTINUED)

(a) Businesses disposed

The results of the Australian Radio Network, The Level 3 Partnership and The Level 4 Partnership prior to disposal are
reported as discontinued operations. Information relating to the discontinued operations for the period to the date of

disposal is set out below.

As a result of the Internal Restructure, the disposals resulted in a recognition of a gain of $192,519,000 (tax impact: $nil).

For the entities disposed where there was a loss of control, the Group has derecognised the assets and liabilities of the
subsidiary, any related non-controlling interests and other components of equity. Any resulting gain or loss is recognised in
the income statement. Balances in the foreign currency translation reserve in respect of NZME’s net investment in entities

disposed have been recycled through the income statement.

NZME’s 98% interest in The Level 3 Partnership was sold to a subsidiary of APN on normal commercial terms. This APN
subsidiary had previously held a 1% interest in The Level 3 Partnership. The consideration received was $119,937,000.
This transaction, alongside the sale of the Australian Radio Network (ARN), resulted in a decrease in non-controlling

interests in ARN. The carrying amount of the non-controlling interests in ARN on the date of the transaction was
$180,520,000. The Group recognised a decrease in non-controlling interests of $180,520,000.

The combined results of discontinued operations included in profit or loss and cash flows for the period are set out below.

The comparative profit or loss has been re-presented to include those operations classified as discontinued in the current

year.

Financial performance and cash flow information of disposed businesses

June 2016 June 2015

$'000 $'000

Revenue and other income 127,542 114,497
Expenses from operations before finance costs, depreciation & amortisation (83,606) (72,237)
Finance costs (599) (211}
Depreciation and amortisation (2,348) (2,234)
Change in fair value of financial instruments (31,481) -
Profit before income tax 9,508 39,815
Income tax expense (11,606) (12,009)
Profit/(loss) after income tax of discontinued operations (2,098) 27,806
Gain on sale of businesses after income tax 192,519 -
Reclassification of foreign currency translation reserves to the income statement (65,326) -
Gain after income tax from discontinued operations 125,095 27,806
Gain from discontinued operations is attributable to: -
Owners of the parent entity 115,502 19,659
Non-controlling interests 9,593 8,147
Gain from discontinued operations 125,095 27,806
Net cash inflows from operating activities 37,322 34,089
Net cash outflows from investing activities (1,120) (83,823)
Net cash inflows/(outflows) from financing activities (37,277) 49,396
Net decrease in cash generated by the businesses (1,075) (338)

(i Change in fair value of financial instruments relates to the Level 4 Partnership's investments in a debenture issued by Nathco Holdings Pty
Ltd, a member of the APN News & Media Limited Group. NZME's interest in the Level 4 Partnership was subsequently sold to APN, prior to

Demerger.
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NZME LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
7. OTHER (CONTINUED)

7.1 NZME LIMITED DEMERGER (CONTINUED)
(a) Business disposal (continued)

Carrying value of net assets derecognised

June 2016

$'000

Cash and cash equivalents 2,564
Trade and other receivables 230,754
Intangible assets 401,258
Property, plant and equipment 16,775
Other financial assets 91,294
Other assets 324
Trade and other payables (34,365)
Current tax payable (82)
Provisions (3,996)
Deferred tax liabilities (33,778)
Net assets derecognised 670,748
Less: net assets attributable to non-controlling interests (180,520)
Net assets derecognised attributable to equity holders of NZME Limited 490,228
Consideration received 682,747
Gain on sale 192,519
Income tax expense on gain -
Gain on sale after income tax 192,519

(b) Businesses and net assets acquired

As part of the Internal Restructure undertaken by NZME pursuant to the Implementation Deed with APN, several entities,
assets and liabilities have been acquired by the NZME group.

The acquisition of the non-controlling interest in NZME Radio has been treated as a common control transaction. Any gain
or loss on acquisition of an ownership interest held by a non-controlling party is recognised directly in equity. The
difference between the consideration transferred and the carrying value of APN'’s non-controlling interest in NZME. Radio
Limited at 24 June 2016 resulted in an adjustment of $45,776,000 being recognised directly within equity.

The acquisition of the NZME Education Media Limited has been recognised as common control transaction. The difference
between the consideration established under the internal restructure and the carrying value of the assets and liabilities (at
the date of the transaction) acquired totalling $6,110,000 has been recognised in equity.

NZME also acquired certain NZ publishing masthead brands (refer to note 3.1) on normal commercial terms from a
subsidiary company of APN.

The total carrying value of the assets and liabilities that were acquired by the NZME Group as part of the Internal
Restructure that occurred prior to the demerger were as follows:

Net assets acquired

June 2016

$°000

Trade and other receivables 579

Masthead brands 146,976

Other 17

Total assets - 147,572

Trade and other payables 216

Current tax payable 425
Total liabilities - B G

Net assets attributable to equity holders of NZME Limited 146,931
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NZME LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
7. OTHER (CONTINUED)

7.1 NZME LIMITED DEMERGER (CONTINUED)
(c) Net cash flow

The net cash flow from the sale of businesses, acquisitions of businesses and net assets and the settlement of dividends
was NZ$96 million and has been presented within investing activities in the cash flow statement. This is made up as
follows:

Net cash flow

June 2016

$'000

Cash consideration received 98,500
Cash and cash equivalents disposed of (2,564)
Net cash inflow of internal restructure 95,936

7.2 CONTINGENT LIABILITIES
Guarantees

The Group has provided guarantees in respect of banking facilities. As at 30 June 2016, the facilities had been drawn to
the extent of $112,000,000.

Other contingent liabilities and capital commitments
The Group did not have other contingent liabilities and capital commitments as at 30 June 2016 or 31 December 2015.

Claims
Claims for damages are made against the Group from time to time in the ordinary course of business. The Directors are
not aware of any claim that is expected to result in material costs or damages.

7.3 EVENTS AFTER BALANCE DATE

The Directors are not aware of any significant events subsequent to the balance sheet date.
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Independent Review Report
To the shareholders of NZME Limited

Report on the interim Financial Statements

We have reviewed the accompanying financial statements of NZME Limited, (“the Company”) and its
controlled entities (“the Group”) on pages 3 to 25, which comprise the consolidated balance sheet as at
30 June 2016, and the consolidated income statement, the consolidated statement of comprehensive
income, the consolidated statement of changes in equity and the consolidated statement of cash flows
for the period ended on that date, and a summary of significant accounting policies and other
explanatory information.

Directors’ Responsibility for the Financial Statements

The Directors are responsible on behalf of the Group for the preparation and presentation of these
financial statements in accordance with New Zealand equivalent to International Accounting Standard
34 Interim Financial Reporting (“NZ IAS 34”) and for such internal controls as the Directors
determine are necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.

Our Responsibility

Our responsibility is to express a conclusion on the accompanying financial statements based on our
review. We conducted our review in accordance with the New Zealand Standard on Review
Engagements 2410 Review of Financial Statements Performed by the Independent Auditor of the
Entity (NZ SRE 2410). NZ SRE 2410 requires us to conclude whether anything has come to our
attention that causes us to believe that the financial statements, taken as a whole, are not prepared in
all material respects, in accordance with NZ IAS 34. As the auditors of the Group NZ SRE 2410
requires that we comply with the ethical requirements relevant to the audit of the annual financial
statements.

A review of financial statements in accordance with NZ SRE 2410 is a limited assurance engagement.
The auditors perform procedures, primarily consisting of making enquiries, primarily of persons
responsible for financial and accounting matters, and applying analytical and other review procedures.
The procedures performed in a review are substantially less than those performed in an audit
conducted in accordance with International Standards on Auditing (New Zealand). Accordingly we do
not express an audit opinion on these financial statements.

We are independent of the Group. Our firm carries out other services for the Group in the areas of
taxation, advisory and other assurance services. The provision of these other services has not impaired
our independence.

Conclusion
Based on our review, nothing has come to our attention that causes us to believe that these financial
statements of the Group, are not prepared, in all material respects, in accordance with NZ IAS 34.

Restriction on Use of our Report

This report is made solely to the Company’s shareholders, as a body. Our review work has been
undertaken so that we might state to the Company’s shareholders those matters which we are required
to state to them in our review report and for no other purpose. To the fullest extent permitted by law,
we do not accept or assume responsibility to anyone other than the shareholders, as a body, for our
review procedures, for this report, or for the conclusion we have formed.

?a:whmwe&u(%-

Chartered Accountants Auckland
26 August 2016
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