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For the

Demerger of
NZME by APN

VOTE IN FAVOUR

Your Directors unanimously recommend that you vote in
favour of the resolutions to approve the Demerger and the
Share Consolidation.

This is an important document and requires your immediate
attention. You should read this Explanatory Memorandum

in its entirety, taking particular notice of the advantages,
disadvantages and risks of the Demerger (see Sections 5.1 to
5.5) and the risks of an investment in NZME (see Section 8.13)
and in APN (after the Demerger) (see Section 6.12), prior to
deciding whether or not to vote in favour of the resolution to
approve the Demerger.

APN Shareholders who have any questions in relation to this
Explanatory Memorandum or the Demerger should consult
their financial, legal, taxation or other professional adviser.

APN Shareholders can also call the APN Shareholder
Information Line on 1300 365 969 (within Australia) or
+611300 365 969 (outside Australia) between 8:30am and
5:30pm (Sydney time) Monday to Friday, or 0800 729 276
(within New Zealand) between 8.30am and 5.30pm (Sydney
time), Monday to Friday.
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IMPORTANT INFORMATION

AND DISCLAIMER

Purpose of this document

The purpose of this Explanatory Memorandum
is to explain the terms of the Demerger and
the manner in which the Demerger will be
considered and implemented (if approved),
to set out certain information required by law
and to provide all other information (other
than information previously disclosed to
APN Shareholders) which is known to APN
which is material to the decision of APN
Shareholders whether or not to vote in favour
of the resolution to be considered at the
General Meeting.

This Explanatory Memorandum includes

a statement of all the information known to
APN that is material to APN Shareholders
in deciding how to vote on the Demerger
Resolution, as required by Section 256C(4)
of the Corporations Act.

APN Shareholders should read this Explanatory

Memorandum in its entirety before making
a decision as to how to vote on the resolutions
to be considered at the General Meeting.

Responsibility statements

This Explanatory Memorandum (other
than Sections 12 and 13) has been prepared
by APN and its Directors as at the date of
this Explanatory Memorandum and is the
responsibility of APN.

PwCS has prepared the Investigating
Accountant’s Report set out in Section 12

in relation to the pro forma APN (after the
Demerger) historical financial information
included in Section 7 and the pro forma
NZME historical financial information
included in Section 9 and takes responsibility
for that report.

Deloitte has prepared the Independent
Expert's Report as set out in Section 13 of
this Explanatory Memorandum, and takes
responsibility for that report.

ASIC

A copy of this Explanatory Memorandum has
been lodged with ASIC in accordance with
section 256C(5) of the Corporations Act.

Neither ASIC nor any of its officers takes
any responsibility for the contents of this
Explanatory Memorandum.

Status of this document

Important information for Shareholders
inAustralia

This document is not a prospectus or other
disclosure document under chapter 6D of the
Corporations Act.

Important information for Shareholders in
New Zealand

This document is not a New Zealand
prospectus, investment statement or product
disclosure statement and has not been
registered, filed with or approved by any
New Zealand regulatory authority under or
in accordance with the Securities Act 1978
or the Financial Markets Conduct Act 2013
(or any other relevant New Zealand law). The
NZME shares will be distributed to existing
New Zealand shareholders in reliance on

the Financial Markets Conduct (APN News
& Media Limited) Exemption Notice 2016.

Notice to certain foreign Shareholders

Shareholders who are Ineligible Overseas
Shareholders will not receive NZME Shares
under the Demerger. NZME Shares that would
otherwise be transferred to these Shareholders
under the Demerger will be transferred

to the Sale Agent to be sold, with the net
proceeds of such sale to be paid to Ineligible
Overseas Shareholders. See Section 10.3 for
further information.

APN Shareholders resident outside Australia
and New Zealand for tax purposes should seek
specific tax advice in relation to the Australian
and overseas tax implications of the Demerger.
For a discussion of the tax implications of

the Demerger for resident Australian and

New Zealand APN Shareholders please refer
to Section 11 for further information.

This Explanatory Memorandum does not in
any way constitute an offer of securities in any
place in which, or to any person to whom, it
would be unlawful to make such an offer.

This Explanatory Memorandum is neither an
offer to sell nor a solicitation of an offer to buy
securities as those terms are defined under
the US Securities Act. The NZME Shares

to be transferred under the Demerger have
not been and will not be registered under

the US Securities Act or the securities laws
of any jurisdiction and may not be offered,
sold or resold in, or to persons in, the United
States except in accordance with an available
exemption from registration under the US
Securities Act.

None of the US Securities and Exchange
Commission (“SEC"), any US state securities
commission or any other US regulatory
authority has passed comment upon or
endorsed the merits of the Demerger or

the accuracy, adequacy or completeness

of this Explanatory Memorandum. Refer to
Section 14.12 for information about selling
restrictions in other foreign jurisdictions.



NZX and ASX listing

NZME will apply to NZX for permission to

list NZME and to quote the NZME Shares on

the NZX Main Board. NZME will also apply

for admission to the Official List of ASX as a
Foreign Exempt Listing and for official quotation
of all NZME Shares on ASX. A copy of this
Explanatory Memorandum has been lodged with
ASX and NZX. None of ASX, NZX or any of their
respective officers takes any responsibility for
the contents of this Explanatory Memorandum.
The fact that NZX may list NZME on the NZX
Main Board, or that ASX may admit NZME to
the Official List does not make any statement
regarding, and should not be taken in any way as
an indication of, the merits of an investment in
NZME or NZME Shares.

Financial information

Other than as noted in this Explanatory
Memorandum, the financial information
contained in this Explanatory Memorandum
has been prepared and presented in accordance
with APN's accounting policies as disclosed

in its 31 December 2015 financial statements
(contained in its 2015 Annual Report).

The 31 December 2015 financial statements
have been prepared in accordance with
Australian Accounting Standards as issued by
the Australian Accounting Standards Board
("AASBs") and International Financial Reporting
Standards as issued by the International
Accounting Standards Board.

APN and NZME use certain measures to
manage and report on its business that are
not recognised under Australian Accounting
Standards. These measures are collectively
referred to as “non-IFRS financial measures”
and include EBITDA before exceptional items
and net profit before exceptional items.

APN Shareholders should also note that

this Explanatory Memorandum contains

pro forma historical financial information.

In preparing the pro forma historical financial
information, certain adjustments were made

to the historical financial information of APN
that APN considered appropriate to reflect

the indicative effect of the Demerger, as
described in this Explanatory Memorandum.
The financial information contained in this
Explanatory Memorandum is historical only.
APN Shareholders should note that past financial
performance is not necessarily a guide to future
financial performance.

Investment decisions

The information in this Explanatory
Memorandum is general information only

and does not take into account the investment
objectives, financial situation or particular
needs of any APN Shareholder or any other
person. This Explanatory Memorandum
should not be relied upon as the sole basis for
any investment decisions in relation to APN
Shares, NZME Shares or any other securities.
You should consider whether the information
in this Explanatory Memorandum is appropriate
for you in light of your objectives, financial
situation and needs and consult your financial,
legal, taxation or other professional adviser
before making any investment decision.

Forward looking statements

Certain statements in this Explanatory
Memorandum relate to the future. While APN
and NZME believe there is a reasonable basis
for these forward looking statements they do
involve known and unknown risks, uncertainties,
assumptions and other important factors that
could cause the actual results, performance or
achievements of APN or NZME to be materially
different from the future results, performance
or achievements expressed or implied by such
statements. Such forward looking statements
are based on numerous assumptions regarding
present and future business strategies and

the environment in which APN or NZME will
operate in the future. Certain important factors
that could cause actual results, performance

or achievements to differ materially from those
in the forward looking statements include,
among others, the risk factors described in this
Explanatory Memorandum, and other unknown
risks and uncertainties. Forward looking
statements should, therefore, be construed in
light of such risk factors. You are cautioned not
to place undue reliance on these statements.

Other than as required by law, none of

APN, NZME or any other person, gives any
representation, assurance or guarantee that

the occurrence of the events expressed or
implied in any forward looking statements in this
Explanatory Memorandum will actually occur.

The forward looking statements in this Explanatory
Memorandum reflect views held only at the date
of this Explanatory Memorandum. Subject to any
continuing obligations under law or the Listing
Rules or as contemplated by Section 14.15, APN
and NZME and their respective directors disclaim
any obligation or undertaking to disseminate
after the date of this Explanatory Memorandum
any updates or revisions to any forward looking
statements to reflect any change in expectations
in relation to those statements or any change in
events, conditions or circumstances on which any
such statement is based.

Estimates

Unless otherwise indicated, all references to
estimates and derivations of the same in this
Explanatory Memorandum are references

to estimates by APN management or NZME
management (as applicable). Management
estimates are based on views at the date of this
Explanatory Memorandum and actual facts

or outcomes may be materially different from
those estimates.

Interpretation

Capitalised terms and certain abbreviations
used in this Explanatory Memorandum have the
defined meanings set out in the Glossary.

Figures, amounts, percentages, prices,
estimates, calculations of value and fractions in
this Explanatory Memorandum are subject to
the effect of rounding. Accordingly, the actual
calculation of these figures may differ from the
figures set out in this Explanatory Memorandum.

All references to $, A$, AUD, dollars and cents, are
to Australian currency, unless specified otherwise.

All references in this Explanatory Memorandum
to time are to Australian Eastern Standard
Time (“AEST").
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Entitlement to inspect APN's Share Register

Under Section 173 of the Corporations Act,
persons are entitled to inspect and copy APN's
Share Register. APN's Share Register contains
personal information about APN’s Shareholders.

Privacy and personal information

The collection of certain personal information is
required or authorised by the Corporations Act
in Australia.

APN, NZME and their respective share registries
(each an “Organisation”), may collect personal
information in the process of implementing

the Demerger. The personal information may
include the names, addresses, other contact
details and the details of the shareholdings of
Shareholders, and the names of individuals
appointed by Shareholders as proxies,

corporate representatives or attorneys at the
General Meeting.

Shareholders who are individuals, and individuals
appointed as proxies, corporate representatives
or attorneys, in respect of whom personal
information is collected as outlined in these
Important notices have certain rights to

access information. They should call the APN
Shareholder Information Line on 1300 365 969
(within Australia) or +611300 365 969 (outside
Australia) between 8:30am and 5:30pm (Sydney
time) Monday to Friday, or 0800 729 276 (within
New Zealand) between 8.30am and 5.30pm
(Sydney time) Monday to Friday if they have

any questions.

The personal information will be collected for
the purpose of implementing the Demerger
and administering the shareholdings arising
from the Demerger. An organisation may
disclose personal information collected by it to
another organisation, to securities brokers, to
print and mail services providers and any other
service providers and advisers engaged by an
organisation in relation to the implementation
and administration of the APN or NZME
shareholdings arising from the Demerger.

The personal information of Selling Shareholders
and Ineligible Overseas Shareholders may

also be disclosed to the Sale Agent for the
purpose of operating the Sale Facility. The main
conseguence of not collecting the personal
information referred to in the Important notices
would be that APN may be hindered in, or
prevented from, conducting the General Meeting
and implementing the Demerger.

Shareholders who appoint an individual as their
proxy, corporate representative or attorney to
vote at the General Meeting, should inform
such individuals of the matters outlined in this
Important information and disclaimer.

DEI
This document is dated 11 May 2016.

APN Shareholders who have any questions

or require further information should contact
the APN Shareholder Information Line on
1300365969 (within Australia) or +61
1300365969 (outside Australia) between
8:30am and 5:30pm (Sydney time) Monday to
Friday, or 0800 729 276 (within New Zealand)
between 8.30am and 5.30pm (Sydney time),
Monday to Friday. APN Shareholders should
seek independent legal, financial, taxation or
other professional advice.
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CHAIRMAN’S LETTER

11 May 2016
Dear Shareholder,

On behalf of the APN Board, | am pleased to present you with this
Explanatory Memorandum and invite you to support the Demerger
of NZME from APN and the Share Consolidation by APN.

If the Demerger proceeds, your investment in APN will be split into
separate investments in two listed companies:

- APN will be a growth orientated media and entertainment
company consisting of one of Australia's leading metropolitan
radio networks, 50% interest in Adshel, the leading street
furniture network in Australia and New Zealand, as well as
an outdoor advertising company in Hong Kong, and a leading
regional media business in Australia, listed on the ASX and
NZX; and

- NZME, one of New Zealand's leading media and entertainment
businesses, to be listed on the NZX with a foreign exempt listing
on the ASX.

The APN Board is of the view that the Demerger will enhance
shareholder value by enabling independent focus for each company
to better pursue their own strategic priorities and growth initiatives
and to adopt tailored capital structures reflecting their operational
requirements. Following the approximately $180 million fully
underwritten 1for 3 Entitlement Offer announced on 11 May 2016
and, if the Demerger proceeds, each of APN and NZME will have
the necessary capital structures that provide flexibility to pursue
their own separate opportunities.

In recommending the Demerger to APN Shareholders, the APN
Board has considered a number of alternative options such as
retaining the status quo, a divestment or initial public offering of
NZME. After considering the advantages, disadvantages and risks
of each of these various options, compared to the advantages,
disadvantages and risks of the Demerger, the APN Directors
unanimously consider that the Demerger is in the best interests of
APN Shareholders. The APN Directors believe that the Demerger
will, over time, facilitate greater market recognition of the value of
the independent businesses compared to the status quo or other
potential options.

Following the Demerger, each company will have its own
experienced management team and independent board. For APN,
| will continue as Chairman and Ciaran Davis will remain as Chief
Executive Officer. For NZME, Sir John Anderson will become
Chairman and Peter Cullinane will join the NZME Board. Sir John
Anderson will retire from the APN Board upon implementation of
the Demerger, while Peter Cullinane will remain on both Boards to
ensure a smooth Demerger transition. Carol Campbell will also join
the NZME Board. Michael Boggs will continue as Chief Executive
Officer of NZME.

The APN Board unanimously recommends that you vote in favour
of the resolutions to approve the Demerger. Each APN Director
intends to vote any APN Shares held by or controlled by that APN
Director in favour of the resolutions to approve the Demerger.
Deloitte, the Independent Expert appointed by APN to review the
Demerger, has also concluded that the Demerger is in the best
interests of APN Shareholders. A copy of its report is included in
Section 13.

The APN Board intends to initially target a dividend payout ratio

of approximately 40% - 60% of Underlying NPAT following the
Demerger, subject to maintaining leverage at or below 2.0x EBITDA
and having regard to other strategic priorities. The NZME Board
intends to initially target a dividend payout ratio of 60-80% of
Underlying NPAT subject to maintaining appropriate leverage and
having regard to other strategic priorities. NZME's first dividend

to be paid is expected to be for the six month period up to 30 June
2016 and to be payable in September 2016.

If the Demerger proceeds, it will be implemented via the

Capital Reduction, which will involve each Eligible Shareholder
receiving one NZME Share for each APN Share held. Eligible
Shareholders will, post implementation of the Demerger, have the
choice to retain both their APN Shares and NZME Shares or sell
either or both.

APN also intends to undertake a Share Consolidation to consolidate
every 7 APN Shares into one APN Share given the large number of
shares that will be on issue following the Entitlement Offer.

The Demerger via Capital Reduction and Share Consolidation must
be approved by APN Shareholders, who will be able to vote on the
Demerger and Share Consolidation at the Meeting to be held at
9.00am (AEST) on Thursday, 16 June 2016 at Baker & McKenzie,
Level 27, AMP Building, 50 Bridge Street, Sydney,

New South Wales.

| encourage you to read this Explanatory Memorandum carefully
and in its entirety as it sets out important information on the
Demerger, including advantages, disadvantages and risks

(see Sections 5.1t0 5.5), as well as the risks of an investment in
NZME (see Section 8.13) and APN (after the Demerger) (see
Section 6.12). The Explanatory Memorandum also contains
information on the Share Consolidation (see Section 4).

If you have any questions about this Explanatory Memorandum,
the Demerger or Share Consolidation, please consult your
financial, legal, taxation or other professional adviser. You can

also call the APN Shareholder Information Line on 1300 365 969
(within Australia) or +611300 365 969 (outside Australia)
between 8:30am and 5:30pm (Sydney time) Monday to Friday,

or 0800 729 276 (within New Zealand) between 8.30am and
5.30pm (Sydney time), Monday to Friday, or visit the APN website
at investorcentre.apn.com.au.

On behalf of the Board, | urge you to support the Demerger and
Share Consolidation by voting in favour of them, either in person

or by proxy, at the Meeting to be held at 9.00am on Thursday, 16
June 2016 and thank you for your ongoing support of our company.

Yours faithfully,

Peter Cosgrove
Chairman
APN News & Media Limited
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1 DEMERGER PROPOSAL OVERVIEW

1.1 BACKGROUND
APN is a media and entertainment company with a combination of radio, outdoor, publishing and digital assets in Australia, New Zealand
and Hong Kong.

APN's main asset in New Zealand is NZME which produces high quality news, sport and entertainment content delivered through multiple
platforms and across some of New Zealand's most recognised brands including The New Zealand Herald, Newstalk ZB and GrabOne.

The Demerger involves the separation of NZME from the rest of APN's business and the listing of NZME on the NZX and ASX. The APN
Board believes that separating these businesses through a Demerger has the potential, over time, to facilitate greater market recognition
of the value of the independent businesses.

This Explanatory Memorandum is intended to:

outline the background and rationale for the Demerger;

outline the advantages, disadvantages and risks associated with the Demerger, and explain why the Board believes the Demerger is in
the best interests of APN Shareholders;

explain the steps required to implement the Demerger;
provide an overview of APN and of NZME after the Demerger;
outline the Share Consolidation; and

explain why you are being asked to vote on the Demerger and Share Consolidation, and to recommend that you vote in favour of the
Demerger Resolution and Share Consolidation Resolution.

1.2 OVERVIEW OF DEMERGED ENTITIES

NZIVE:

INVESTMENT HIGHLIGHTS
- Focused on growth sectors of radio and outdoor which - Audience of over 3 million New Zealanders?
represent 84% of pro forma FY15 EBITDA - Successful integration of some of the leading media brands in
- Expansion of digital and data capabilities diversifying New Zealand delivering News, Sport and Entertainment across
revenuegrowth amulti-platform model
- Cross platform opportunities to deliver integrated - Transformational plan delivering on financial and operational targets

advertisingsolutions - Delivering revenue growth from digital and new initiatives

More efficient capital structure - Proposed dividend payout ratio of 60-80% of Underlying NPAT3

Proposed dividend payout ratio of 40-60% of Underlying NPAT'

- ProformaFY15 Revenue: $447.5m* - ProformaFY15 Revenue: NZ$433.0m*

- ProformaFY15EBITDA: $98.8m° - ProformaFY15EBITDA: NZ$67.5m¢

- Proforma leverage: 2.0x FY15 EBITDA - Proformaleverage: 1.5x FY15 EBITDA
KEY BRANDS

AUSTRALIAN

Herald..Sunday C‘W\S NewstalkZ B

The New Zealand Lierald

REGIONAL
MEDIA

mwm . N

SM SPORT GrabOne
~

Subject to leverage < 2x and other strategic priorities. Dividend policy subject to review by APN Board. The payment of dividends will be determined by the APN Board
from time to time at its discretion, dependent on profitability, costs from and leverage of APN business and its financial position at the time.

Source: Nielsen CMI, fused database: February 2016 (based on population 10 years +). Based on unduplicated weekly reach of NZME newspapers, magazines,

radio stations, and monthly domestic unique audience of NZME's digital channels.

Subject to maintaining appropriate leverage and having regard to other strategic priorities. Dividend policy subject to review by NZME Board. The payment of dividends will
be determined by the NZME Board from time to time at its discretion, dependent on profitability, costs and leverage of NZME business and its financial position at the time.
Revenue is revenue from continuing operations.

EBITDA is before exceptional items. EBITDA includes share of profits from associates.

NZME FY15 EBITDA includes additional corporate costs of approximately NZ$5.Imillion per annum which NZME will incur due to being a separate listed entity.
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1.3 RATIONALE FOR THE DEMERGER

A Demerger recognises the discrete nature of the NZME business,
is consistent with APN's strategic focus, and would be a natural
progression of NZME's transformation into an integrated media
and entertainment business.

Over the past two years, NZME has been successfully established
as a discrete and integrated business. This became possible
following the acquisition of the remaining 50% of The Radio
Network business in February 2014. There is now limited
operational connectivity between Australia and New Zealand,
and both companies will benefit from separate ownership and
management focus on their individual businesses. A Demerger
will also allow a tailored capital structure and capital allocation
framework to be implemented for each of NZME and APN
based on their respective strategic objectives and operational
requirements.

Ownership and divestment options for NZME have been
considered at various times over the past two years as APN
considered its strategic priorities. It is the Board's view the
Demerger of NZME from APN will enhance shareholder value
over time, enabling independent focus for each company to better
pursue their own strategic priorities and growth opportunities

and adopt tailored capital structures reflecting their operational
requirements. It provides the opportunity for the market to
recognise the independent value for both businesses over time, and
manage their own exposures to them. The Board has selected a
Demerger as the preferred approach to separation as it:

- ensures that all APN Shareholders retain their existing exposure
to APN's Australian radio business and outdoor assets in
Australia, New Zealand and Hong Kong;

- allows Shareholders to retain their existing ownership of NZME,
and provides Shareholders with the opportunity to increase or
decrease that ownership by trading in NZME Shares;

- does not crystallise a fixed value for NZME in the current
advertising industry and equity market environment, but instead
allows Shareholders to continue to hold their shares in NZME.

In contrast, a separation undertaken as a divestment or initial
public offering would generate a fixed value for NZME at a point
in time that may not realise the full underlying value for APN or
APN Shareholders;

- provides greater certainty and can be implemented in a shorter
time frame compared to a divestment or initial public offering;

- allows an independent and tailored business strategy and
capital allocation framework to be implemented by NZME to
maximise value for the benefit of its shareholders; and

- believes a Demerger achieves the above outcomes, in a manner
that is likely to realise more value for Shareholders compared to
other options currently available (including a divestment or an
initial public offering), taking into account certainty of outcome,
associated costs and time to implement).

Refer to Section 5.1 and 5.2 for further information on the
background and alternatives to the Demerger considered by APN.

There will be one-off transaction and implementation costs
associated with the Demerger, as would be the case for alternative
approaches to separation. The Board believes that the initial costs
associated with the Demerger will be outweighed by the longer-term
benefits for APN and NZME, and therefore for APN Shareholders.

1.4 KEY ADVANTAGES OF THE DEMERGER

The Board believes that the advantages of the Demerger outweigh
the disadvantages and risks. There are a number of risks, including
risks to the Demerger (see Section 5.1t0 5.5), risks to APN (see
Section 6.12) and risks to NZME (see Section 8.13).

a) Advantages for APN
The Demerger allows APN to achieve its objectives of:

- focusing on its growth assets of radio and outdoor in
Australasia; and

- amore efficient capital structure to fund growth initiatives.

Following the Demerger, APN will be able to adopt an independent
and tailored capital structure and financial policies appropriate for
its operating requirements and strategic objectives.

b) Advantages for NZME

After the Demerger, NZME will be able to adopt an independent
capital structure and financial policies that will be tailored for its
operating requirements and strategic objectives. In particular,
NZME management will have greater freedom to pursue growth
opportunities without competing for capital resources with the
wider APN business.

As a separately listed company trading on the NZX and ASX,
NZME will make its own market disclosures which should
enhance investor awareness, focus and ability to evaluate
NZME's underlying outlook, performance, strategies and other
business characteristics as a standalone business. Over time, this
transparency is expected to facilitate better market recognition of
the value of NZME.

c) Further advantages for Shareholders

All Shareholders will retain their APN Shares, and will receive
NZME Shares under the Demerger.

The Demerger will give APN Shareholders the opportunity to
determine their investment levels in NZME and APN separately.
For example, NZME Shares will provide investors with the ability to
increase or decrease their exposure to the New Zealand media and
entertainment markets. This is not currently directly available to the
same extent via an investment in APN Shares.

The Board believes that the increased focus and tailored capital
structures for APN and NZME will enhance each company's ability
to pursue its own growth strategy and maximise shareholder value.

The separation of NZME will enable APN to concentrate its
earnings in Australia, with the potential for future dividends to be
fully franked. See Section 6.11 for APN'’s proposed dividend policy.

The Board also believes that the Demerger will facilitate greater
shareholder and market awareness of NZME's businesses, and
that investors will be better able to independently assess APN and
NZME's prospects and performance.

1.5 KEY DISADVANTAGES AND RISKS OF THE DEMERGER
a) Disadvantages for APN

Following the Demerger, APN will be smaller and less diversified
in terms of its earnings and the markets to which it is exposed.
However, APN will remain a media company of scale with a mix
of radio, outdoor and publishing assets (albeit a sale process is
currently underway for the publishing assets).



Total one-off costs to implement the Demerger are estimated to be
approximately $8.3 million (on a pre-tax basis). If the Demerger is
not approved by Shareholders, then total one-off costs of $5.1 million
(on a pre-tax basis) are expected to be incurred by APN.

NZME will provide APN with financial and accounting services for
a period of up to 3 years following the Demerger with an option to
extend. There may be potential delays, unexpected costs or other
issues in the provision of these services by NZME to APN. For
example, potential transaction processing system failure may cause
supply chain disruptions for APN. NZME does, however, have
processes in place to help mitigate the impact of any such failures.

b) Disadvantages for NZME

NZME will be smaller and less diversified in terms of its earnings
and the markets to which it is exposed than APN immediately
before the Demerger. As a less diversified company NZME may
be more exposed to fluctuations in equity and debt markets

as well as broader market conditions compared to more
diversified companies.

NZME is expected to incur additional corporate costs of
approximately NZ$5.1 million (pre-tax) per annum, relative to
those incurred operating the NZME business as part of APN

(see Section 9.4(c). The Demerger would also require NZME to
write off NZ$56 million of its deferred tax assets for accounting
purposes due to it not meeting shareholder continuity tests to carry
forward tax losses. Although such denied tax losses can no longer
be utilised to shelter future income, they may still be available to
shelter historic income tax risks or associated penalties. However,
the Board and NZME believe that the ongoing benefits from the
Demerger of NZME will outweigh these additional costs in the
near-term.

As an independent entity, NZME may incur additional costs and
face additional risks compared to its position as a subsidiary of
APN. Whilst NZME has arranged debt facilities on competitive
terms (see Section 9.7), the terms and conditions of these facilities
and the availability and terms of any future refinancing or new
facilities, may not be as favourable as those that would have been
available to APN. There may also be potential delays, unexpected
costs or other issues in establishing NZME as a standalone entity.
Refer to Section 5.4 for further detail.

There can also be no assurance regarding the price at which NZME
Shares will trade following the Demerger. Some APN Shareholders
may not wish to hold NZME Shares (or may not be permitted to do
so under the terms of their investment mandates). However, there
may be demand for NZME Shares from investors that do not hold
APN Shares including New Zealand-focused investors but there
can be no assurance as to the level of demand.

1.6 POTENTIAL MERGER OF NZME AND FAIRFAX

NEW ZEALAND

On 11 May 2016, APN and Fairfax Media Limited (“Fairfax”)
jointly announced that they had entered into exclusive discussions
regarding the potential merger of their respective New Zealand
businesses. If completed, the combined company will be a leading
New Zealand media business, offering depth of news, sport and
entertainment coverage across a diverse mix of channels including
print, digital and radio.
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The New Zealand businesses of NZME and Fairfax are, to a
large extent, complementary. The expanded network of brands
and channels would create an opportunity to deliver improved,
innovative offerings to advertisers and audiences.

Fairfax and APN/NZME have commenced preliminary discussions
around a potential transaction structure. The parties will

continue to negotiate while APN continues to pursue its other
strategic initiatives.

The transaction remains subject to agreement by the respective
Boards of the businesses. The discussions are subject to exclusivity
provisions with standard fiduciary and other carve-outs.

The transaction is subject to all necessary regulatory consents,
including New Zealand Commerce Commission. The parties intend
to work towards completion of the merger by the end of calendar
2016 subject to all approvals.

In addition to regulatory approvals, any necessary shareholder
approvals will be sought at the appropriate time.

APN has entered into the exclusive discussions independently of
the Demerger and if the Demerger is completed, NZME is expected
to continue pursuing the proposed transaction with Fairfax and
APN will continue discussions if the Demerger does not proceed.

1.7 IF THE DEMERGER DOES NOT PROCEED
If the Demerger does not proceed:

- NZME will continue to operate within APN;
- APN Shareholders will not receive NZME Shares; and

- the advantages of the Demerger described in Section 5 may not
be realised, and the disadvantages and risks of the Demerger
described in Section 5 may not arise (except for the incurrence
of certain costs, as described above).

If the Demerger does not proceed, APN Directors and
management may consider alternatives to the Demerger for the
NZME businesses. Specifically, if the Demerger does not proceed
APN intends to progress exclusive discussions regarding the
potential merger of NZME and Fairfax's New Zealand business
(refer to Section 1.6 for further detail).

1.8 CONSOLIDATION OF APN SHARES

There are approximately 1,029 million APN Shares on issue.
Following the Entitlement Offer there will be approximately

1,372 million APN Shares on issue. This large number of shares
may result in relatively small movements in the price of APN Shares
reflecting disproportionately large percentage changes in value.
Accordingly, APN proposes that prior to the Capital Reduction
for the Demerger, every 7 APN Shares will be consolidated into
one APN Share so that the number of APN Shares on issue will
be reduced from approximately 1,372 million APN Shares to

196 million APN Shares. Any fractional entitlement to an APN
Share arising as a consequence of the Share Consolidation will be
rounded up.
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1.9 HOW THE DEMERGER AND SHARE CONSOLIDATION
WILL BE EFFECTED

The Demerger will take place by way of a Capital Reduction, with
an in specie distribution of shares in NZME as consideration.
Instead of receiving cash from the Capital Reduction, APN
Shareholders will receive a distribution of shares in NZME, which is
referred to as an in specie distribution.

This will follow the completion of an Internal Restructure to ensure
that NZME owns all the companies, assets, rights and operating/

contingent liabilities relating to the NZME business, and that APN

owns all other companies, assets, rights and liabilities.

Existing Shareholders will retain their shares in APN. If the
Demerger Resolution and Share Consolidation Resolution are
approved and other conditions are satisfied or waived:

- the Share Consolidation will be implemented prior to the
Demerger; and

- following the Share Consolidation, APN Shareholders will be
entitled to receive one NZME Share for each APN Share held at
the Record Date. Shareholders will not need to take any action
or pay any cash to receive NZME Shares.

2 KEY DATES AND TIMES

This will have the result that, if a person holds, say 1,000

APN Shares then, following the implementation of the Share
Consolidation and the Demerger, the person will hold 143 APN
Shares and 143 NZME Shares.

If the Share Consolidation is not approved by APN Shareholders,
the Demerger will be implemented on the same basis through the
transfer of one NZME Share for every APN Share held. This will
have the result that, if a person holds, say 1,000 APN Shares then,
following the implementation of the Demerger, the person will hold
1,000 APN Shares and 1,000 NZME Shares.

Further details of the Demerger process, the Internal Restructure
and intercompany agreements are set out in Section 10 and of the
Share Consolidation in Section 4.

Event Indicative date

Last time and date on which APN Proxy Forms for the General Meeting must be received 9.00am, Tuesday,
14 June 2016

Record Date for determining eligibility to vote at the General Meeting 7.00pm, Tuesday,
14 June 2016

APN General Meeting, to be held at the offices of Baker & McKenzie, Level 27, AMP Centre, 50 Bridge Street, 9.00am, Thursday,

Sydney, NSW 16 June 2016

Last date on which APN Shares trade on the ASX and NZX cum the APN Share Consolidation Friday 17 June 2016

Record Date for APN Share Consolidation 7.00pm Tuesday,

APN and NZME Share Consolidations implemented immediately following market close 21 June 2016

First date on which APN Shares trade post APN Share Consolidation Wednesday 22 June 2016

Dispatch of holding statements to APN Shareholders to reflect APN Share Consolidation

Last date on which APN Shares trade on the ASX and NZX cum entitlement to NZME Shares

Friday, 24 June 2016

Last time and date on which the Sale Facility Forms (for Small Shareholders who hold APN Shares)

must be received

7.00pm, Friday,
24 June 2016

Listing of NZME on NZX Main Board and ASX

Monday, 27 June 2016

NZME Shares commence trading on NZX and ASX on a deferred settlement basis (on a post consolidation basis)

APN shares commence trading ex entitlement to NZME Shares

Record date for determining entitlements to NZME Shares of APN Shareholders under the Demerger

7.00pm, Tuesday, 28 June
2016

Date of implementation of Demerger and Capital Reduction and issue of NZME Shares to Eligible Shareholders

(Demerger Date)

Wednesday, 29 June 2016

Dispatch of holding statements for NZME Shares to Eligible Shareholders

Thursday, 30 June 2016

Last date on which NZME Shares trade on NZX and ASX on a deferred settlement basis

Commencement of trading of NZME Shares on the NZX and ASX on a normal settlement basis

Friday, 1July 2016

First Settlement date ( all deferred trades first settled)

Tuesday, 5 July 2016

1. Referto Section 14.4(c) for information in relation to deferred settlement trading.

Shares issued under the Entitlement Offer announced by APN on 11 May 2016 will be issued under the Institutional Entitlement Offer on
20 May 2016 and will be issued under the Retail Entitlement Offer on 7 June 2016.

All dates and times following the date of the General Meetings are indicative only and are subject to change. All dates and times are

references to the time in Sydney, Australia.

Any changes to the timetable will be announced through the ASX and NZX and will be notified on the APN website at www.apn.com.au.
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3 WHAT YOU NEED TO DO AND HOW TO VOTE

READ THIS DOCUMENT IN FULL

You should read this document in full, including the advantages,
disadvantages and risks of the Demerger (refer to Sections 5.1 to
5.5) and an investment in NZME (refer to Section 8.13) as set out
in this document, before making any decision on how to vote on the
Demerger Resolution.

There are answers to frequently asked questions about the
Demerger in Section 4. APN Shareholders who have any additional
questions in relation to this document or the Demerger should call
the APN Shareholder Information Line on 1300 365 969 (within
Australia) or +611300 365 969 (outside Australia) between
8:30am and 5:30pm (Sydney time) Monday to Friday, or 0800
729 276 (within New Zealand) between 8.30am and 5.30pm
(Sydney time), Monday to Friday.

VOTE ON THE RESOLUTIONS AT THE GENERAL MEETING
As an APN Shareholder, you are entitled to attend and vote at
the General Meeting, and accordingly determine whether the
Demerger and the Share Consolidation should proceed. The
Demerger Resolution and the Share Consolidation Resolution
are not conditional on each other. If one is passed, it will be
implemented regardless of the result of the other.

You can vote in person or by proxy, by attorney or, in the case of
a corporation, by corporate representative. Details of how to vote
are set out below.

CHOOSE WHETHER TO KEEP YOUR NZME SHARES OR
SELL THEM (VIA THE SALE FACILITY)

If you are a Small Holder

If you are a Small Shareholder, being an Eligible Shareholder, who
on the Demerger Record Date, individually holds:

- 3,500 APN Shares or less (if the Share Consolidation is not
approved); or

- 500 APN Shares or less (if the Share Consolidation is
approved),

you may elect to have all (but not some) of the NZME Shares to
which you would have otherwise been entitled under the Demerger
sold on market by the Sale Agent and the Sale Facility Proceeds
remitted to you, free from any brokerage costs or stamp duty.

To make this election, you must complete and return the Sale
Facility Form, in accordance with the instructions on that form, so
that it is received by the APN Share Registry by 7.00pm (AEST) on
Friday, 24 June 2076.

If you are an Ineligible Overseas Shareholder

If you are an Ineligible Overseas Shareholder, you will not receive
NZME Shares. Instead, the NZME Shares which you would
otherwise have been entitled to receive under the Demerger,

are to be sold on market by the Sale Agent and the Sale Facility
Proceeds remitted to you, free of any brokerage costs or

stamp duty.

To determine if you are an Ineligible Overseas Shareholder, and for
further information regarding eligibility for participation under the
Demerger, see Section 10.3.

For further information

If you have any questions after reading this Explanatory
Memorandum, please contact your financial, legal, taxation or
other professional adviser. You can also call the APN Shareholder
Information Line on 1300 365 969 (within Australia) or +611300
365969 (outside Australia) between 8:30am and 5:30pm (Sydney
time), Monday to Friday, or 0800 729 276 (within New Zealand)
between 8.30am and 5.30pm (Sydney time), Monday to Friday, or
visit the APN website at www.apn.com.au.

GENERAL MEETING

The General Meeting is scheduled to be held at 9.00am (AEST)
on Thursday, 16 June 2016 at Baker & McKenzie, Level 27, AMP
Building, 50 Bridge Street, Sydney New South Wales.

At the General Meeting the Demerger Resolution will be
considered, being a resolution to approve the reduction of APN's
share capital on the Demerger Date by the Capital Reduction
Aggregate Amount with the reduction being effected and satisfied
by applying such amount equally against each APN Share on issue
and the transfer to each APN Shareholder of one NZME Share for
every one APN Share held as at the Record Date.

The Demerger Resolution must be approved by a simple majority
of votes cast by APN Shareholders on the resolution in order
to be passed.

Additionally, at the General meeting the Share Consolidation
Resolution will be considered, being a resolution to approve the
reduction of APN Shares from approximately 1,372 million shares
to approximately 196 million shares.

The Share Consolidation Resolution must be approved by a simple
majority of votes cast by APN Shareholders on the resolution in
order to be passed.

VOTING BY POLL

Voting at the General Meeting will be conducted by way of a poll.
APN Shareholders will have one vote for every APN Share held
(subject to the restrictions on voting rights set out in the Notice
of General Meeting).

ENTITLEMENT TO VOTE

Each APN Shareholder who is registered on the APN Share Register
as the holder of an APN Share at 7.00pm (AEST) on Tuesday,

14 June 2016 may vote at the General Meeting in person, by

proxy, by attorney or, in the case of a corporation, by corporate
representative (subject to the restrictions on voting rights referred
to in the Notice of General Meeting).
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HOW TO VOTE
Each APN Shareholder who is entitled to vote can vote at the
General Meeting:

a) In person, by attending the Meeting:

If you plan to attend the General Meeting, please arrive at the
office of Baker & McKenzie, Level 27, AMP Building, 50 Bridge
Street, Sydney New South Wales, by 8.30am if possible, so that
your shareholding may be checked against the APN Share Register
and your attendance noted. You must register your attendance on
arrival.

b) By attorney or corporate representative:

You are entitled to appoint an attorney or, in the case of a corporate
shareholder, a corporate representative to attend and vote at the
General Meeting on your behalf.

- If voting by attorney, the power of attorney appointing the
attorney must be duly signed and specify the name of each of
the APN Shareholder, APN and the attorney, and also specify
the meetings at which the appointment may be used. The power
of attorney must be returned in the same manner, and by the
same time, as outlined for the proxy forms.

- If voting by corporate representative, the representative should
bring to the General Meeting a letter or certificate evidencing
their appointment.

- Aform of corporate representative certificate may be
obtained from the APN Share Registry or online at
www.linkmarketservices.com.au.

c) By proxy:

- By lodging a proxy online at vote.linkmarketservices.com/APN,
by going to the “Vote Online” section and following the prompts
and instructions;

- By mailing the enclosed General Meeting Proxy Form using
the enclosed reply paid pre-addressed envelope;

- By faxing the enclosed General Meeting Proxy Form
to +612 9287 0309; or

- By hand-delivering the enclosed General Meeting Proxy Form
to the APN Share Registry at Link Market Services Limited, Level
12, 680 George Street, Sydney NSW 2000, or TA Homebush
Bay Drive, Rhodes NSW 2138 (Monday to Friday, 9.00am -
5.00pm (AEST)).

To be valid, your proxy form(s) must be received by the APN Share
Registry by 9.00am, Tuesday 14 June 2016 (AEST).

For further information on proxy voting, please refer to the detailed
instructions contained on your General Meeting Proxy Form.

d) ByORscan:

Scan this QR Code with your smartphone or tablet to our dedicated
mobile voting site. Log in using your holder number and postcode
for your shareholding.
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4 FREQUENTLY ASKED QUESTIONS ON THE DEMERGER

This Sectionprovides a summary of answers to frequently asked questions. Further information on the topics below can be found
inlater Sections of the Explanatory Memorandum.

Question
TRANSACTION OVERVIEW

Answer

What is the Demerger?

APN owns assets in Australia, New Zealand and Hong Kong. APN's main asset in New Zealand is NZME, which
is one of New Zealand's premier media and entertainment companies operating some of the country’s leading
publishing, radio and eCommerce brands including The New Zealand Herald, Newstalk ZB and GrabOne.

The Demerger involves the separation of NZME from the rest of APN's business and the listing of NZME on
the NZX and ASX.

The Demerger will be implemented by way of a:
- capital reduction by APN; and

- the satisfaction of that capital reduction by APN distributing shares in NZME as consideration to eligible
APN shareholders (an in specie distribution).

If the Demerger Resolution is approved and other conditions to the Demerger are satisfied or waived:

- Shareholders will be entitled to receive one NZME Share for each APN Share held at the Record Date;
- APN Shareholders will not need to take any action or pay any cash to receive NZME Shares

- Shareholders will retain their existing shares in APN

Following the Demerger, existing APN operations will be divided between APN (which will include the
Australian and Hong Kong businesses) and NZME (which will include the New Zealand business).

Current structure

APN'’s Shareholders

\

APN
(ASX + NZX listed)

1. Australia 2. NewZealand
Radio - ARN Publishing
Outdoor - Adshel AU & NZ (50%) Radio

Outdoor - Cody HK Digital

Publishing - ARM Events & Experiential
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Question

Answer

TRANSACTION OVERVIEW CONTINUED

Proposed structure if the Demerger is implemented

APN’s Shareholders
APN NZME
(ASX + NZX listed) (NZX + ASX listed)
1. Australia 2.NewZealand
Radio - ARN Publishing
Outdoor - Adshel AU & NZ (50%) Radio
Outdoor - Cody HK Digital
Publishing - ARM Events & Experiential

What is the rationale for
the Demerger?

The Demerger recognises the discrete nature of the Australian and New Zealand businesses of APN, their
separate geographic focus, is consistent with APN's strategic focus and is a natural progression of the
establishment of NZME and integration of its media platforms.

The rationale for the Demerger is discussed in detail in Section 1.

Which APN Shareholders
are eligible to participate
in the Demerger?

An APN Shareholder whose registered address at the Record Date is in Australia or New Zealand.

All other APN Shareholders are Ineligible Overseas Shareholders and will not receive NZME Shares under
the Demerger.

What will APN Shareholders
receive if the Demerger
proceeds?

Eligible Shareholders will receive one NZME Share for each APN Share they hold at the Record Date.

An NZME Share is a fully paid ordinary share in the capital of NZME Limited (being, Wilson & Horton
Limited, a company registered in New Zealand, registration number 1181195, to be renamed as NZME Limited
prior to the implementation of the Demerger).

What is the impact of the
Demerger on my APN
shareholding?

The number of APN Shares you hold will not change as a result of the Demerger.

The total number of APN Shares on issue at the Record Date will be the number following the
Entitlement Offer.

What are the costs of the
Demerger?

Total transaction and implementation costs of the Demerger are expected to be approximately $8.3 million
(on a pre-tax basis), the majority of which will be incurred by APN. Approximately $5.1 million of these costs
will be committed before the General Meeting.

What are the key advantages,
disadvantages and risks

associated with the Demerger?

The key advantages, disadvantages and risks of the Demerger are discussed in detail in Sections 5.1t0 5.5.

What alternatives to the
Demerger have the Board
considered?

The APN Board has considered a number of potential options such as retaining the status quo, a divestment
or initial public offering of NZME. After considering the advantages, disadvantages and risks of each of
these various options, compared to the advantages, disadvantages and risks of the Demerger (refer to
Sections 5.1t0 5.5), the APN Directors unanimously consider that the Demerger is in the best interests of
APN Shareholders.

The Board believes that the increased focus and independent capital structures for APN and NZME will
enhance each company's ability to pursue its own growth strategy and maximise shareholder value.

The Board also believes that the Demerger will facilitate greater shareholder and market awareness of
NZME's businesses, and that investors will be better able to independently assess APN and NZME's
prospects and performance.

The Board has concluded that the Demerger is likely to realise more value for APN Shareholders than the
other options currently available, taking into account certainty of outcome, associated costs, execution risk,
time to implement and risks associated with third party approvals.




Question

EXPLANATORY MEMORANDUM | 11

Answer

TRANSACTION OVERVIEW CONTINUED

How does the Board
recommend | vote?

The APN Directors unanimously believe that the Demerger is in the best interests of APN Shareholders
as awhole.

The APN Directors are also of the view that, taking into account all relevant matters, the Capital Reduction is
fair and reasonable to APN Shareholders as a whole and will not materially prejudice the ability of APN to pay
its creditors.

The APN Directors unanimously recommend that APN Shareholders vote in favour of the Demerger
Resolution to be considered at the General Meeting.

The APN Directors also unanimously recommend that APN Shareholders vote in favour of the Share
Consolidation Resolution to be considered at the General Meeting.

What is the Independent
Expert's opinion on the
Demerger?

The Independent Expert has concluded that the Demerger is in the best interests of APN Shareholders.

The Independent Expert has also concluded that the Capital Reduction will not materially prejudice APN's
ability to pay its creditors.

A copy of the Independent Expert's Report is contained in Section 13.

Is the Demerger subject
to any conditions?

Yes. The Demerger is subject to various conditions, including Regulatory Approvals and APN Shareholder
approval. These are described in Section 10.

What does the Demerger
process involve?

The key steps associated with the Demerger include:

- approval of the Demerger Resolution by Shareholders at the General Meeting;
- satisfaction or waiver of all conditions to the Demerger;

- thereduction of capital in APN;

- anin specie distribution of shares in NZME to existing APN Shareholders; and
- approval for NZME to list on the NZX and ASX.

What happens if the Demerger
does not proceed?

If the Demerger does not proceed:

- NZME will continue to operate within APN;

- APN Shareholders will not receive NZME Shares; and

- the advantages of the Demerger described in Section 5 may not be realised, and the disadvantages and
risks of the Demerger described in Section 5 may not arise (except for the incurrence of certain costs,
as described above).

If the Demerger does not proceed, APN Directors and management may consider alternatives to the

Demerger for the NZME businesses. Specifically, if the Demerger does not proceed, APN intends to progress

exclusive discussions regarding the potential merger of NZME and Fairfax's New Zealand business (refer to
Section 1.6 for further detail).

What will be NZME's
relationship with APN after
the Demerger?

APN will not own any shares in NZME after the Demerger save for any which it acquires, pending their sale,
under the Sale Facility.

Certain transitional arrangements between APN and NZME will remain in place for a period of up to three
years, or longer as required (see Section 10.5).

APN and NZME will enter into the Tax Conduct Deed whereby the parties agree to work together to manage
tax matters (see Section 10.5 for further details).

After t