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NZ Directories Holdings Limited
Directors' report
30 June 2014

Directors' report

The Board of Directors have pleasure in presenting the annual report of NZ Directories Holdings Limited (the Company)
and its subsidiaries (together the Group), incorporating the financial statements and the auditors' report, for the year
ended 30 June 2014.

The Board of Directors of NZ Directories Holdings Limited and the Group have authorised these financial statements on
pages 5 to 36 for issue on 12 December 2014.

For and on behalf of the Board.

sZ2ad il

Director
12 December 2014
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Independent Auditors’ Report
to the shareholders of NZ Directories Holdings Limited

Report on the Financial Statements

We have audited the financial statements of NZ Directories Holdings Limited (“the Company™)
on pages 5 to 36, which comprise the statements of financial position as at 30 June 2014, the
statements of comprehensive income, the statements of changes in equity and cash flow
statements for the year then ended, and the notes to the financial statements that include a
summary of significant accounting policies and other explanatory information for both the
Company and the Group. The Group comprises the Company and the entities it controlled at
30 June 2014 or from time to time during the financial year.

Directors’ Responsibility for the Financial Statements

The Directors are responsible for the preparation of these financial statements in accordance
with generally accepted accounting practice in New Zealand and that give a true and fair view of
the matters to which they relate 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.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with International Standards on Auditing (New Zealand) and
International Standards on Auditing. These standards require that we comply with relevant
ethical requirements and plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditors’
judgement, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditors
consider the internal controls relevant to the Company and the Group’s preparation of financial
statements that give a true and fair view of the matters to which they relate, in order to design
audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the Company and the Group’s internal control. An
audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates, as well as evaluating the overall presentation of the
financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.

Our firm carries out other services for the Group in the areas of tax compliance, tax consulting
and other assurance services. Appropriate safeguards were applied to reduce the threats to
independence from the provision of other services to an acceptable level. The provision of these
other services has not impaired our independence as auditors of the Group.

PricewaterhouseCoopers, 188 Quay Street, Private Bag 92162, Auckland 1142, New Zealand
T: +64 (9) 355 8000, F: +64 (9) 355 8001, www.pwc.com/Nz
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Independent Auditors’ Report
NZ Directories Holdings Limited

Opinion
In our opinion, the financial statements on pages 5 to 36:

6] comply with generally accepted accounting practice in New Zealand; and
(ii) comply with International Financial Reporting Standards; and

(iii) give a true and fair view of the financial position of the Company and the Group as
at 30 June 2014, and their financial performance and cash flows for the year then
ended.

Emphasis of Matter

Without qualifying our opinion, we draw attention to Note 2(a) Basis of preparation of the
financial statements, which describes the basis of accounting. The financial statements for the
year ended 30 June 2014 have been prepared on a realisation basis. As disclosed in note 2(a) to
the financial statements, it is the Directors’ expectation that after the proposed restructure has
been completed, the Company will be placed into receivership.

Report on Other Legal and Regulatory Requirements

We also report in accordance with Sections 16(1)(d) and 16(1)(e) of the Financial Reporting Act
1993. In relation to our audit of the financial statements for the year ended 30 June 2014:

4] we have obtained all the information and explanations that we have required; and

(ii) in our opinion, proper accounting records have been kept by the Company as far as
appears from an examination of those records.

Restriction on Use of our Report

This report is made solely to the Company’s shareholders, as a body, in accordance with Section
205(1) of the Companies Act 1993. Our audit 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 an
auditors’ 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 Company and the Company’s
shareholders, as a body, for our audit work, for this report or for the opinions we have formed.

Chartered Accountants Auckland
12 December 2014



NZ Directories Holdings Limited
Statements of comprehensive income
For the year ended 30 June 2014

Consolidated Parent
30 June 30 June 30 June 30 June
2014 2013 2014 2013
Notes $'000 $'000 $'000 $'000
Revenue 158,373 180,648 - -
Employee benefits expense 5 (41,071) (45,586) - -
Depreciation and amortisation expense 5 {15,294) (24,381} - -
Other expenses 5 {53.455) (54,546} - -
Total expenses {109,820) (124,513} - -
Trading profit 48,553 56,135 - -
Impaiment of intangibles 5 (82,083} (41.425) - -
Operating profit/(loss) (33,530) 14,710 - -
Finance costs - net 4] (30,044) {32 044) - -
Loss before income fax (63,674} {17,334) - -
Income tax benefit 7 17.745 4.839 - -
Total comprehensive income for the year,
net of tax (45,829) (12.495) - -

The above Statements of comprehensive income should be read in conjunction with the accompanying notes.
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Assets

Current assets

Cash and cash equivalents
Trade and ather receivables
Property, plant and equipment
Intangible assets

Loans to related parties

Total current assets

Non-current assets

Property, plant and equipment
Intangible assets

Derivative financial instruments
Total non-current assets

Total assets

Liahilities

Current liabilities

Trade and other payables

Interest bearing liabilities (secured)
Current tax liabilities

Deferred tax liabilities

Total current liabilities

Non-current liabilities

Interest bearing liabilities (secured)
Deferred tax liahilities

Other liabilities

Totkal non-current liabilities

Total liabilities

Net liabilities

Equity / (deficit}
Contributed equity
Accumuiated losses
Total equity / {deficif)

Notes

10

21

10
11
15

13

16

14

21(c)

17

NZ Directories Holdings Limited
Statements of financial position
As at 30 June 2014

Consolidated Parent
30 June 30 June 30 June 30 June

2014 2013 2014 2013

$'000 $'000 $'000 $'000
18,556 31,417 - _
36,139 41,805 - _
7,799 - - -
134,989 - - -
8.908 7.192 - -
206,391 80,414 - -
- 6,767 - -
- 223,869 - _
- g - _
- 230,645 - -
206,391 311,059 - -
20,538 27,059 - -
389,070 - - -
5,675 7,883 - -
30,363 - - -
445 646 34 942 - -
- 413,535 - -
- 55,450 - -
- 558 - -
- 469,543 - -
445,646 504,485 - -
{239.255) (193.426) - z
250,000 250,000 250,000 250,000
{489 255) (443.426) (250.000) (250,000}
{239,255) (193.426) - -

The above Statemenis of financial position should be read in conjunction with the accompanying notfes.
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Consolidated

Balance at 1 July 2012

Loss for the year
Total comprehensive income

Balance at 30 June 2013

Balance at 1 July 2013
Loss for the year

Total comprehensive income

Balance at 30 June 2014

Parent

Balance at 1 July 2012

Loss for the year
Total comprehensive income

Balance at 30 June 2013
Balance at 1 July 2013

Loss for the vear
Total comprehensive income

Balance at 30 June 2014

NZ Directories Holdings Limited
Statements of changes in equity
For the year ended 30 June 2014

Attributable to equity holders of NZ Directories
Holdings Limited

Contributed equity  Accumulated losses Total equity
$'000 $'000 $'000

250,000 (430,931) (180,831)

- {12.495) (12.495)

- (12 495) (12,495}

250,000 {443.426) (193.428})
250,000 (443,426} (193,426)

- (45.829) (45.829)

- {45,829} (45,829}

250,000 {489,255) (239,255)

Attributable to equity holder of NZ Directories
Holdings Eimited

Contributed  Accumulated

equity losses Totai equity

$'000 $'000 $'000
250,000 (250,000) -
250.000 (250.000) -
250,000 (250,000) -
250,000 (250,000) -

The above Statements of changes in equity should be read in conjunction with the accompanying notes.



NZ Directories Holdings Limited
Cash flow statements
For the year ended 30 June 2014

Consolidated Parent
30 June 30 June 30 June 30 June
2014 2013 2014 2013
Notes $'000 $'000 $'000 $'000

Cash flows from operating activities
Receipts from customers 185,042 216,975 - -
Payments to suppliers and employees (116,644} {128.181} - -

68,398 88,794 - -
Interest received 545 586 - -
Interest paid (35,555) (32,887) - -
income taxes paid {9.550) (5,588) - -
Net cash inflow / (outflow) from operating
activities 22 23.838 50,907 - -
Cash flows from investing activities
Net proceeds from the sale of subsidiaries - 304 - -
Payments for property, plant and equipment and
intangible assets {10.518) (9.388) - -
Net cash inflow / (outflow) from investing
activities {10,518) (9.084) - -
Cash flows from financing activities
Repayments of Senior Notes 14 {24,465) (48,316) - -
l.oans to related parties (1,716} (438) - -
Net cash outflow from financing activities {26,181) (48.754) - -
Net decrease in cash and cash equivalents {12.861) (68.931) - -
Cash and cash equivalents at the beginning of the
financial pericd 31417 38,348 - -
Cash and cash equivalients at end of year 8 18,556 31,417 - -

The above Cash flow statements should be read in conjunction with the accompanying notes.



NZ Directories Holdings Limited
Notes to the financial statements
30 June 2014

1 General information

NZ Directories Holdings Limited (the Parent) and its subsidiaries (together the Group) provide publishing and advertising
services from the publication and distribution of telephone directories together with voice and online search services on
directory information and digital marketing services.

The Company is owned by the ultimate parent entity Yellow Pages Equity Trust. The beneficiaries of the Yellow Pages Equity
Trust are the holders of the Senior Notes and Optional Convertible Notes issued by NZ Directories Finance Limited and
Yellow Pages Equity Trust.

These financial statements were authorised for issue by the Board of Directors on 12 December 2014.

2 Summary of significant accounting policies

The principal accounting policies adopted in the preparation of the financial statements are set out below. The financial
statements include separate financial statements for NZ Directories Holdings Limited as an individual entity and the
consolidated entity consisting of NZ Directories Holdings Limited and its subsidiaries.

{a) Basis of preparation - realisation basis

The financial statements have been prepared in accordance with New Zealand generally accepted accounting practice {(NZ
GAAP). They comply with New Zealand equivalents to International Financial Reporting Standards (NZ IFRS), and other
applicable New Zealand Financial Reporting Standards, as appropriate for profit oriented entities.

The separate and consolidated financial statements comply with International Financial Reporting Standards {IFRS).
Going concern assumption
The going concern assumption has not been applied in the preparation of the Parent and Group financial statements.

On 27 January 2011 N2 Directories Finance Limited issued $500 million of Senior Notes, the term of which will expire on 31
August 2015,

Based on the current enterprise valuation and expected future earnings of the Group there is no realistic ability for the Group
to refinance the Senior Notes at the current carrying value on expiry.

The Board expect to agree to an orderly restructure due to the Group's lenders being {almost 100%) the ultimate equity
sharehclders (the beneficiaries of the Yellow Pages Equity Trust). A draft Restructure Implementation Deed between,
amongst others, each holder of the Senior Notes, NZGT (YPG) Equity Nominee Limited in its capacity as trustee of the Yellow
Pages Equity Trust, NZ Directories Finance Limited, NZ Directories IP Limited, Yeliow Pages Group Limited and its
subsidiaries and a company yet to be incorporated (“Newco™) has been prepared and is in the process of being finalised.
Following finalisation the Restructure Implementation Deed will be voted on for approval.

The terms of the draft Restructure Implementation Deed propose a restructure of the Group to a sustainable structure in
which Newco will purchase the shares in NZ Directories IP Limited and Yellow Pages Group Limited {together with their
subsidiaries the "Trading Group™) on 30 June 2015. Newco will be owned by the holders of Senior Notes at the time of the
restructure (in proportion to their holding of Senior Notes). The value of shares will be determined by a valuation prepared by
the Board of Newco and reviewed by an independent valuer in May 2015.

It is expected that the Trading Group will continue operations as the same legal entities.

Itis the director's expectation that after the restructure has been completed NZ Directories Holdings will be placed in
receivership or liquidation.

The Group and Parent financial statements have been prepared on a realisation (settiement value) basis where assets are
carried at the amount of cash or cash equivalents that are expected fo be attained under the terms ofthe restructure. The only
exceptions are in respect of certain assets held within the Trading Group and customer relationship intangibles where the
carrying amounts are supported by their fair value.

The change in measurement basis and preseniation had the following effect on the financial statemenis:
- Reclassification of non-current assets and liabilities as current.

- All receivables from Group companies have been provided for in full if there is no expectation of repayment.

9-



NZ Directeries Holdings Limited
Notes to the financial statements
30 June 2014

{continued)

2 Summary of significant accounting policies (continued)

- Allindividual company investment values have been written down o the value expected to be realised for the respective
businesses through the sale of the Trading Group and Brand assets.

There may be further changes in measurement required due to the inherent uncertainty in relation to the future of the Group
and Parent. Such adjustments may include assets being realised at amounts other than which they are recorded in the
statement of financial position. In addition, the Group and Parent may have to provide for further liabilities that might arise.

The financial statements for the year ended 30 June 2013 were prepared on a going concern basis.

The Parent company and the consolidated entity are designated as profit oriented entities for financial reporiting purposes.
Entities reporting

The financial statements of the 'Parent' or 'Company’ are for NZ Directories Holdings Limited as a separate legal entity.

The consolidated financial statements of the 'Consolidated' or 'Group' entity are for the economic entity comprising NZ
Directories Holdings Limited and its subsidiaries.

The Parent company and the consolidated entity are designated as profit oriented entities for financial reporting purposes.
Statutory base

The Company is a limited liability company incorporated and domiciled in New Zealand. The address of its registered office is:
Level 2, 604 Great South Road, Ellerslie, Auckland.

The financial statements have been prepared in accordance with the requirements of the Financial Reporting Act 1993 and
the Companies Act 1993.

Historical cost convention

These financial statements have been prepared under the historical cost convention, as modified by the revaluation of certain
items as identified in specific accounting policies below.

Critical accounting estimates and key management judgements

The preparation of financial statements in conformity with NZ IFRS requires the use of certain critical accounting estimates. it
also requires management to exercise its judgement in the process of applying the Group's accounting pdlicies. The areas
involving a higher degree of judgement or complexity, or areas where assumptions and estimates are significant to the
financial statements, are disclosed in note 4.

Accounting policies
Standards, amendments and inferpretations to existing standards which are not yet effective:

Certain new standards, amendments and interpretations to existing standards have been published that are mandatory for
the Group's accounting periods beginning on or after 1 July 2013 or later periods.

The Group has adopted the following standards and amendments that had a material impact:
{i) NZ IFRS 10 Consolidated financial statements

NZ IFRS 10 builds on existing principles by identifying the concept of control as the determining factor in whether an entity
should be included within the consolidated financial statements of the parent company. The standard provides additional
guidance to assist in the determination of confrol where this is difficult to assess. The adoption of this standard had no impact
on the control assessment and the consalidated financial statements.

(i) NZIFRS 13 Fair Value Measurement

NZ IFRS 13 aims to improve consistency and reduce complexity by providing a precise definition of fair value and a singie
source of fair value measurement and disclosure requirements for use across NZ IFRS. The requirements, which are largely
aligned between NZ IFRSs and US GAAP, do not extend the use of fair value accounting but provide guidance on how it
should be applied where its use is already required or permitted by other standards within NZ IFRSs. Adoption of this
standard has resulted in additional disclosures in the financial statements but has not resulted in any measurement changes.

The Group has not early adopted the following standards, which are likely to have an impact on the financial statements:

-10-



NZ Directories Holdings Limited
Notes to the financial statements
30 June 2014

{continued}

2 Summary of significant accounting policies (continued)
(i) NZIFRS 8 Financiat Instruments (effective for annual reporting periods beginning on or afier 1 January 2018)

NZ IFRS 9, 'Financial instruments’, was issued in September 2014 as a complete version of the standard. NZ IFRS 9 replaces
the parts of NZ [AS 39 that relate to the classification and measurement of financial instruments, hedge accounting and
impairment. NZ IFRS 9 requires financial assets to be classified into two measurement categories: those measured at fair
value and those measured at amortised cost. The determination is made at initial recognition. The classification depends on
the entity's business model for managing its financial instruments and the contractual cash flow characteristics of the
instrument. For financial liabilities, the standard retains most of the NZ IAS 38 requirementis. The main change is that, in
cases where the fair value option is taken for financial liabilities, the part of a fair value change due to an entity’s own credit
risk is recorded in other comprehensive income rather than the income statement, unless this creates an accounting
mismatch. The new hedge accounting model more closely aligns hedge accounting with risk management activities
undertaken by companies when hedging their financial and non-financial risks. NZ IFRS 9 introduces a new expected credit
loss model for calculating the impaimment of financial assets. This standard is effective for reporting periods beginning on or
after 1 January 2018. The Group is yet to assess NZ IFRS 9's full impact.

(i} NZIFRS 15 Revenue from contracts with customers (Effective date: periods beginning on or after 1 January 2017}

NZ IFRS 15 addresses recognition of revenue from contracts with customers. It replaces the current revenue recognition
guidance in NZ 1AS 18 Revenue and NZ [AS 11 Construction Contracts and is applicable to all entities with revenue. [ sets
out a five step model for revenue recognition to depict the transfer of promised goods or services to customers in an amount
that reflects the consideration to which the entity expects to be entitled in exchange for those goods and services. The
Group is yet to assess NZ IFRS 15's full impact.

The Group does not expect to adopt the new standards before their effective date.

There are no other standards or interpretations that are not yet effective that would be expected to have a material impact on
the Group.

(b) Principles of consolidation
() Subsidiaries

The consolidated financial statements incorporate the assets and liabilities of all subsidiaries of NZ Directories Holdings
Limited as at 30 June 2014 and the results of all subsidiaries for the year then ended.

Subsidiaries are all entities (including structured entities) over which the group has control. The group controls an entity when
the group is exposed to, or has the rights to, variable returns from its involvement with the entity and has the ability to affect
those returns through its power over the entity.

Subsidiaries which form part of the Group are consolidated from the date on which control is iransferred to the Group. They
are de-consolidated from the date that control ceases.

The acquisition method of accounting is used to account for the acquisition of subsidiaries by the Group. The cost of an
acquisition is measured as the fair value of the assets given, equity instruments issued and liabilities incurred or assumed at
the date of exchange. Acquisition-related costs are expensed when incurred. Identifiable assets acquired and liabilities and
contingent liabilities assumed in a business combination are measured inifially at their fair values at the acquisition date. On
an acquisition-by-acquisition basis, the Group recognises any non-controlling interest in the acquiree either at fair value or at
the non-controliing interest's proporticnate share of the acquiree’s net assets.

The excess of the cost of acquisition, the amount of any non-conirolling interest in the acquiree and the acquisition-date fair
value of any previous equity interest in the acquiree over the fair value of the Group's share of the identifiable net assets
acquired is recorded as goodwill. If this is less than the fair value of the net assets of the subsidiary acquired, the difference is
recognised directly in the Statements of comprehensive Income.

Intercompany transactions, balances and unrealised gains on transactions between Group companies are eliminated on
consolidation. Unrealised losses are also eliminated unfess the transaction provides evidence of the impairment of the asset
transferred. Accounting policies of subsidiaries are consistent with the policies adopted by the Group.

Within the Parent investments in subsidiaries are valued at cost less impairment.

-11-



NZ Directories Holdings Limited
Notes to the financial statements
30 June 2014

(continued)

2 Summary of significant accounting policies (continued)

{¢} Foreign currency translation
(d  Functional and presentation currency

Items included in the financial statements of each of the Group's entities are measured using the currency of the primary
ecanomic environment in which the entity operates (the functional currency'). The consclidated and parent financial
statements are presented in New Zealand dollars rounded to the nearest thousand, which is the Parent's functional currency
and the Group's presentation currency.

(it Transactions and balances

Foreign currency transactions are translated into the functional currency using the exchange rates prevailing at the dates of
the transactions. Foreign exchange gains and losses resulting from the settlement of such transactions and from the
translation at year-end exchange rates of monetary assets and liabilities denominated in foreign currencies are recognised in
the profit component of the Statements of comprehensive income.

{(d) Goods and Services Tax (GST)

The Statements of comprehensive income has been prepared so that all components are stated exclusive of GST. All items in
the Statement of financial position are stated net of GST, with the exception of receivables and payables, which include GST
invoiced. All items in the Statements of cash flow include GST where applicable.

(e} Revenue recognition

Revenue comprises the fair value of the cansideration received or receivable for the sale of goods and services in the ordinary
course of the Group's activities. Revenue is shown ret of GST and discounts and after eliminating sales within the Group.

The Group recognises revenue when the amount of revenue can be reliably measured, it is probable that future economic
benefits will flow to the entity and specific criteria have been met for each of the Group's activities as described below.

(  Advertising services

Sales of advertising services are recognised in the accounting period in which the services are rendered, by reference to
completion of the specific transaction assessed on the basis of the actual service provided as a proportion of the total services
to be provided.

Revenue from the sale of advertising space in printed directories is recognised in the month of distribution to users as there
are no further customer obligations to be fulfilled by the Group after distribution. All direct and incremental costs, including
printing and publishing costs incurred in the production of printed directories are deferred and recognised as expenses in the
profit compeonent of the Statements of comprehensive income in the month of distribution.

Revenue and costs from the sale of advertising space in online directories and voice service directories are recognised over
the contracted period.

In multi-compenent contracts, revenue is determined and reported separately for each identifiable component. Total
consideration for a multi-component contract is distributed over the various components at fair value.

(i) Interest income
Interest income is recognised on a time proportion basis using the effective interest method.

(i) Dividend income
Dividend income is recognised when the right to receive payment is established.

(i Employee benefits

()  Wages and salaries and annual leave

Liabilities for wages and salaries, including non-monetary benefits and annual leave are recognised in other payables in
respect of employees’ services up to the reporting date and are measured at the amounts expected to be paid when the
liabilities are settled.

(i) Profit-sharing and bonus plans
The Group recognises a liability and an expense for bonuses and profit-sharing where contractually obliged or where there is
a past practice that has created a constructive obligation.

-2-



NZ Directories Holdings Limited
Notes to the financial statements
30 June 2014

(continued)

2 Summary of significant accounting policies (continued)

(9) Leases

Leases in which a significant portion of the risks and rewards of ownership are retained by the lessor are classified as
operating leases. Payments made under operating leases (net of any incentives received from the lessor) are charged to the
profit component of the Statements of comprehensive income on a straight-line basis over the period of the lease.

(h) Income tax

The income tax expense or benefit for the period is the total of the current period's taxable income based on the current
income tax rate plus/minus any prior years' under/over provisions, plus/minus movements in the deferred tax balance except
where the movement in deferred tax is affributable to a movement in reserves.

Movements in deferred tax are atfributable to temporary differences between the tax base of assets and liabilities and their
carrying amounts in the financial statements and any unused tax losses or credits. Deferred tax assets and liabilities are
recognised for temporary differences at the tax rates expected to apply when the assets are recovered or liabilities are settled,
based on those fax rates which are enacted or substantively enacted. An exception is made for certain temporary differences
arising from the initial recognition of an asset or a liability. No deferred tax asset or liability is recognised in relation to these
temporary differences if they arose in a transaction, other than a business combination, that at the time of the transaction did
not affect either accounting profit or loss or taxable profit or loss.

Deferred tax assets are recognised for deductible temporary differences and unused tax losses only to the extent that there
are sufficient taxable temporary differences or it is probabie that future taxable amounts will be available to utilise those
temporary differences and losses.

Deferred tax liabilities and assets are not recognised for temporary differences between the carrying amount and tax bases of
investments in controlled entities where the Parent entity is able to control the timing of the reversal of the temporary
differences and it is probable that the differences will not reverse in the foreseeable future.

The income tax expense or revenue attributable to amounts recognised directly in equity are also recognised directly in
equity. The associated current or deferred tax balances are recognised in these accounts as usual.

Current and deferred tax assets and liabilities of individual entities are reported separately in the consolidated financial
statements unless the entities have a legally eniorceable right to make or receive a single net payment of tax and the entities
intend to make or receive such a net payment or to recover the current tax asset or settle the current tax liability
simultaneously. The deferred tax assets and liabilities of these entities have not been offset against other members of the
financial reporting group.

(i) Cash and cash equivalents
Cash and cash equivalents includes cash on hand and deposits held at call with financial institutions. Bank overdrafts are
shown within borrowings in current liabilittes on the Statements of financial position.

(i) Financial assets

The Group classifies its financial assets in the following categories: at fair value through profit or foss and loans and
receivables. The classification depends on the purpose for which the financial assets were acquired. Management
determines the classification of ifs financial assets at initial recognition and re-evaluates at each balance date.

(il Financial assets at fair value through profit or loss

This category has two sub-categories: financial assets held for trading, and those designated at fair value through profit or
loss oninitial recognition. A financial asset is classified in this category if acquired principally for the purpose of selling in the
short term or if so designated by management. The policy of management is to designate a financial asset if there exists the
possibility it will be sold in the short term and the asset is subject to frequent changes in fair value. Derivatives are also
categorised as held for trading unless they are designated as hedges. Assets in this category are classified as current assets
if they are either held for trading or are expected to be realised within 12 months of the balance sheet date.

(i) Loans and receivables

Loans and receivables are non derivative financial assets with fixed or determinable payments that are not quoted in an active
market. They are included in current assets,

13



NZ Directories Holdings Limited
Notes to the financial statements
30 June 2014

(continued)

2 Summary of significant accounting policies (continued)

Gains or losses arising from changes in the fair value of the "financial assets at fair value through profit or loss’ category are
presented in the profit component of the Statements of comprehensive income in the period in which they arise.

The Group assesses at each balance sheet date whether there is objective evidence that a financial asset or a group of
financial assets are impaired.

{k) Fair value estimation

The fair value of financial assets and financial liabilities must be estimated for recognition and measurement or for disclosure
purposes.

The nominal value less estimated credit adjustments of irade receivables and payables are assumed to approximate their fair
values.

The fair value of financial liabilities for disclosure purposes is estimated by discounting the future contractual cash flows at the
current market interest rate that is available to the Group for similar financial instruments.

The fair value of interest rate caps is the estimated amount that the Group would receive or pay to terminate the caps at the
reporting date, taking into account current interest rates and the current credit worthiness of the cap's counterparties.

(I} Derivatives

Derivatives are initially recognised at fair value on the date a derivative contract is entered into and are subseguently
remeasured to their fair value.

The Group has not designated any derivatives as hedges and all derivatives are accounted for as trading instruments at fair
value through profit or foss. Changes in the fair value of these derivative instruments are recognised immediately in the profit
component of the Statements of comprehensive income within finance costs.

{m) Trade and other receivables

Trade receivables are recognised initially at fair value plus transaction costs and subsequently measured at amortised cost,
less provision for doubtful debts.

Collectability of frade receivables is reviewed on an ongoing basis. Debis which are known to be uncollectible are written off.
A provision for doubtful receivables is established when there is objective evidence that the Group will not be able to collect alt
amounts due according to the original terms of the receivables. Significant financial difficulties of the debtor, probahility that
the debtor will enter bankruptcy or financial reorganisation, and default or delinquency in payments are considered indicators
that the trade receivable is impaired. The amount of the provision is recognised in the profit component of the Statements of
comprehensive income.

The carrying amount of the asset is reduced through the use of an allowance account and the amount of the loss is
recognised in the proidit component of the Statements of comprehensive income within 'other expenses’. When a trade
receivable is uncollectible, it is written off against the allowance account for irade receivables. Subseguent recoveries of
amounts previously written off are credited against cther expense in the profit component of the Statemenis of
comprehensive income.

{n} Property, plant and equipment

Property, plant and equipment are stated at historical cost. Historical cost includes expenditure that is directly attributable to
the acquisition of the items including borrowing costs directly attributable to qualifying assets.

Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as appropriate, only when it
is probable that future economic benefits associated with the item will flow to the company and the cost of the item can be
measured reliably. All other repairs and maintenance are charged to the profit component of the Statements of
comprehensive income during the financial period in which they are incurred.

Capital work in progress is not depreciated. Depreciation on other assets is calculated using the straight line method to
allocate their cost, net of their residual values, over their estimated useful lives, as follows:

- Fixtures and fittings 3 - 20 years
- Motor vehicles 4 years
- Leasehold improvements 4 -10 years
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NZ Directories Holdings Limited
Notes to the financial statements
30 June 2014

(continued)

2 Summary of significant accounting policies (continued)

- Computer equipment 2 -5 years

The assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at each balance sheet date.

An asset’s carrying amount is written down immediately to its recoverable amount if the asset's carrying amount is greater
than its estimated recoverable amount (note 2(p)).

Gains andlosses on disposals are determined by comparing proceeds with carrying amount.  These are included in the profit
component of the Statements of comprehensive income.

(o) Intangible assets

(i)  Goodwill and other intangible assels
Goodwill represents the excess of the cost of an acquisition over the fair value of the Group's share of the net identifiable
assets of the acquired subsidiary at the date of acquisition.

On the acquisition of a business, fair values are attributed to the assets and liabilities acquired. These net assets may include
brand names, customer relationships, open orders and software which are recorded as intangible assets and held at costless
accumulated amortisation and impaiment.

Customer relationships are amortised on a straight line basis that takes into account the estimated customer retention rate at
the date of acquisition. The useful economic lives of these assets is six years from acquisition.

The amortisation period and method are reviewed and adjusted, if appropriate, at each balance shest date.
Open orders are fully amortised in the period that the revenue from the related orders are recognised.

Separately recognised goodwill and brands with indefinite useful lives are tested annually for impairment and carried at cost
less accumulated impairment losses. Impairment losses on goodwill are not reversed.

Goaodwill and brands are allocated to cash-generating-units for the purpose of impaiment testing. The allocation is made to
those cash generating units (CGUs) or groups of cash generating units that are expected to benefit from the business
combinatian in which the goodwill arose.

(i} Computer sofiware
Acquired computer software licences are capitalised on the basis of the costs incurred to acquire and initiate the use of
specific software. These costs are amortised over their estimated useful lives (three to seven years).

Costs associated with maintaining computer software programmes are recognised as an expense as incurred. Costs that are
directly associated with the development of identifiable and unique software controlled by the Group, and that will probably
generate economic benefits exceeding costs beyond one year, are recognised as intangible assets. Costs include the
employee costs incurred as a result of developing software.

Computer software development costs recognised as assets are amoitised on a straight line basis over their estimated useful
lives not exceeding seven years.

(p) Impairment of non-financial assets

Assets that are depreciated or amortised are reviewad for impairment whenever events or changes in circumstances indicate
that the carrying amount may not be recoverable. Intangible assets that have an indefinite useful life are not subject to
amortisation and are tested annually for impaiment irespective of whether any circumstances indicating a possible
impairment have been identified. An impairment loss is recognised for the amount by which the asset's carrying amount
exceeds its recoverable amount. The recoverable amount is the higher of an asset’s fair value less costs to sell and value in
use. For the purposes of assessing impairment, assets are grouped at the lowest levels for which there are separately
identifiable cash flows.

{¢) Trade and other payables

These amounts represent liabilities for goods and services provided to the Group prior to the end of financial year which are
unpaid. The amounts are unsecured and are usually paid within 30 days of recognition.
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(continued)

2 Summary of significant accounting policies (continued)

{r) Provisions

Provisions are recognised when: the Group has a present legal or constructive obligation as a result of past events; it is
probable that an outflow of resources will be required to settle the ohligation; and the amount has been reliably estimated.

Where there are a number of similar obligations, a settlement is determined by considering the class of obligations as a
whole. A provision is recognised even if the likelihood of an outflow with respect to any one item included in the same class of
obligations may be small.

Provisions are measured at the present value of the expenditures expected to be required to settle the obligation. A pre-tax
rate that reflects current market assessments of the time value of money and the risks specific to the obligation is used. The
increase in the provision due to passage of time is recognised as an interest expense.

(s} Borrowings

Borrowings are recognised initially at fair value, net of fransaction costs incurred and are subsequently stated at amortised
cost. Any difference between the proceeds {net of transaction costs) and the redemption value is recognised in the profit
component of the Statements of comprehensive income over the period of the borrowings using the effective interest method.

Senior Notes, which are interest-bearing with a mandatory redemption date of 31 August 2015, are classified as liabilities.

Borrowings are classified as current liahilities as the financial statements have been prepared on a realisation basis.

(t} Borrowing costs

Borrowing costs arising on financing directly attributable to the construction of qualifying assets are capitalised. Other
borrowing costs are expensed.

(u) Share Capital

All shares are classified as equity. Incremental costs directly atfributable to the issue of new shares are shown in equity as a
deduction, net of tax, from the proceeds,

3 Financial risk management

The Group and Parent's activities expose it to a variety of financial risks: market risk (including currency risk, interest rate risk
and price risk}, credit risk and liguidity risk.

The Board reviews and agrees policies for managing financial risks. The Group and Parent's overall risk management
programme focuses on the unpredictability of financial markets and seeks to minimise potential adverse effects on the
financial performance of the Group and Parent. The Group uses different methods to measure different types of risks to which
it is exposed. These methods include sensitivity analysis in the case of interest rate, foreign exchange and other price risks
and age analysis for credit risk.

{a) Market risk

()  Foreign exchange risk
The Group and Parent are domestic operations and have no significant exposure to foreign exchange risk.

(i Other price risk
The Group and Parent have no significant exposure to other price risk.

(i) Cash flow and fair value interest rate risk
As the Group and Parent have no significant interest bearing assets apart from cash, the Group and Parent’s income and
operating cash flows are substantially independent of changes in market interest rates on interest bearing assets.

The Group's interest rate risk arises from borrowings. Borrowings issued at variable rates expose the Group to cash flow
interest rate risk. During the 2014 year the Group's borrowings at variable rates were denominated in New Zealand dollars. At
30 June 2014 all borrowings are classified as current liabilities as the financial statements have been prepared on a
realisation basis. The Parent has no interest rate risk.
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(continued)

3 Financial risk management {continued)

At 30 June 2014, if interest rates had changed by -/+1% from the period end rates with all other variables held constant, the
Group's post tax result for the peried would have been $3.8 million higher/lower (2013: $3.9/$3.2 million) higher/lower.

(v) Summarised sensitivity analysis
The following table summarises the sensitivity of the Group's financial assets and financial liabilities to interest rate risk.

Consolidated Interest rate risk
-1% +1%
Carrying
30 June 2014 amount Profit Equity Profit  Equity
$'000 $'000 $'000 $'000 $'000

Financial assets

Cash and cash equivalents 18,556 (212) {212} 212 212
Trade and other receivables 33,596 - - - -
Derivatives - - - - -
Financial liabilities
Trade payables 20,538 - - - -
Borrowings 388,070 4032 4032 (4032 4032
Total increase / (decrease) 3,820 3,820 (3.3820) _(3.820)
Consolidated Interest rate risk
-1% +1%

Carrying

30 June 2013 amount Profit Equity Profit Equity

§'000 $000 $000 $000 $000

Financial assets

Cash and cash equivatents 31,417 (269) (269) 269 269
Trade and other receivables 39,381 - - - -
Derivatives 9 (149) (149) 877 877
Financial liabilities

Trade payables 27,059 . - - -
Borrowings 413,635 4.361 43681 (4361 (4.361)
Total increase/ (decrease) 3,943 3943 (3215} (3.215)

(b} Creditrisk

In the nommal course of business, the Group incurs credit risk from trade receivables and transactions with financial
institutions, Credit risk is managed on a group basis.

Credit rigk arises from cash and cash equivalents, derivative financial instruments and deposits with banks and financial
institutions, as well as credit exposures to customers, including outstanding receivables and committed transactions. For
banks and financial institutions, only independently rated parties with a minimum rating of 'A' are accepted.

Otherwise, if there is no independent rating, risk control assesses the credit quality of the customer, taking into account its
financial position, past experience and other factors.

Financial instruments which potentially subject the Group to credit risk consist principally of cash, short-term investments,
trade receivables and derivative financial instruments. The Group places its cash, short term investments and derivative
financial instruments with high quality financial institutions. Concentrations of credit risk with respect to trade receivables are
limited due to the large number of customers included in the Group and Parent's customer base. Trade receivable balances
are monitored on an ongoing basis with appropriate provisions made for doubtful debts, note 9.
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(continued)

3 Financial risk management (continued)

{c¢) Liquidity risk

The Group monitors and manages its debt maturity profile, operating cash flows and the availability of funding. The Group
maintains a level of cash and cash equivalents deemed adequate by management and ensures flexibility in meeting funding
requirements.

Prudent liquidity risk management implies maintaining sufficient cash and marketable securities.

Management monitors rolling forecasts of the Group's liquidity reserve on the basis of expected cash flow.

A maturity analysis of the Group's borrowings 1s set out in note 14 and of the Group's derivatives is set out in note 15. The
relevant maturity groupings are based on the remaining period at the reporting date to the contractual maturity date.

As set out in note 2(a) these financial statements have been prepared on a realisation basis due to the Group's expected
inability to refinance its borrowings on maturity.
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(continued)

3 Financial risk management (continued)

(d) Capital risk management

The Group and the Parent entity's objective when managing capital is to safeguard the ability to continue as a going concemn,
to be able to continue to provide returns for shareholders and benefits for other stakeholders.

As set outin note 2(a) the Group and Parent are no fonger considered a going concern,

{e) Fair value estimation

The fair value of financial assets and financial liabilities must be estimated for recognition and measurement and for
disclosure purposes.

Derivative contracts classified as held for trading are fair valued by comparing the contracted rate to the current market rate
for a confract with the same remaining period to maturity.

The fair value of financial instruments that are not traded in an active market (for example, over-the-counter derivaiives) is
determined using valuation techniques. The Group uses a variety of methods and makes assumptions that are based on
market conditions existing at each balance date. Quoted market prices or dealer quotes for similar instruments are used for
long-term debt instruments held. Other technigues, such as estimated discounted cash flows, are used to determine fair value
for the remaining financial instruments. The fair value of interest rate caps is calculated as the present value of the estimated
future cash flows.

The carrying value less impainment provision of trade receivables and payables is a reasonable approximation of their fair
values due o the short-ierm nature of trade receivables and payables. The fair value of financial liabilities for disclosure
purposes is estimated by discounting the future contractual cash flows at the current market interest rate that is available fo
the Group for simitar financial instruments.

NZ IFRS 7 for financial instruments requires disclosure of the fair value measurements by level from the following fair value
hierarchy:

Level 1: Quoted prices (unadjusted) in active markets for identical assets and liabilities;

Level 2: Inputs, other than quoted prices included within level 1, that are observable for the asset or liability, either directly
(that is, as prices) or indirectly (that is, derived from prices);

Level 3: Inputs for assets and liabilities that are not based on observable market data (that is, unobservable inputs).

The only financial instruments held by the Group at fair value were interest rate caps. These are deemed by the Group to be
level 2 as their value is determined by valuation techniques based on cbservable market data.

In 2014 the Group had no derivative financial assets or liabilities held at fair value (2013: $0).

In 2014 the Parent had no financial assets or liabilities held at fair value (2013: nil).
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3 Financial risk management (continued)

(f) Financial instruments by category

Financial Assets as per Group balance sheet

Consolidated

At 30 June 2014

Cash and cash eguivalents
Trade receivables

Loans to related parties
Total

At 30 June 2013

Cash and cash equivalents
Derivative financial instruments
Trade receivables

Loans to related parties

Total

Financial Liabilities as per Group balance sheet

Consolidated

At 30 June 2014

Trade and other payables
Interest bearing liabilities
Total

At 30 June 2013

Trade and other payables
Interest bearing liahilities
Other Liabilities

Total
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Held for Loans and

trading receivables Total

$'000 $'000 $000
18,556 18,556
33,596 33,596
8,908 §,908
61,060 61,060
31,417 31,417
- 9
39,381 39,381
7.192 7.192
77.990 77,9589

Other
financial
liabilities at
amortised

cost Total

$'000 5'000
20,538 20,538
389.070 389.070
409,608 409,608
27,058 27,059
413,535 413,635
558 558
441,152 441,152
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30 June 2014

{continued}

4 Critical accounting estimates and judgements

Estimates and judgements are continually evaluated and are based on historical experience and other factors, including
expectations of future events that are believed to be reasonable under the circumstances.

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 assets and liabilities within the next financial year are discussed below.

(i  Impairment of goodwill and intangible assets

The Group tests annually whether goodwill and indefinite life intangible assets are impaired, in accordance with the
accounting policy stated in note 2(p).

The recoverable amounts of CGUs have been determined based on fair value [ess costs to sell calculations for the Group in
2013 and 2014. These calculations require the use of estimates (note 11).

In 2014 the impairment charge was $82.1 million (2013: $41.4 million). For the purposes of impairment testing the business
has been valued on a fair value less costs to sell basis. If the forecast revenue used to calculate future earnings in the
calculation had been 5% higherflower than management estimates the Group would have recognised an impairment of
intangible assets of $14.3 million higher/lower (2013; $18.5 million higher/lower). If the valuation multiple applied had been
5% higher/lower the Group would have recognised an impaimnent of intangible assets of $6.3 million higher/lower (2013:
$13.2 million higherfiower).

In accardance with NZ |AS 36 the impairment charge has been allocated firstly to goodwill and any balance has been
allocated to the intangible brand and customer relationships assets pro rata based on their carrying values.

(i)Y Income faxes

Deferred tax has been calculated on the assumption that there will be no change in tax law or circumstances of the Group that
will resulf in the reported tax losses not being available to the Group in the future and that sufficient taxable income will be
available to utilise the tax losses.

(i) Allowances for doubfful debis

Receivables are reduced by an allowance for amounts that may become uncollectible in the future. The Group continuously
monitor collections and payments from customers and maintain a provision for estimated credit losses based upon historical
experience and any specific customer collection issues that have been identified. The estimates of allowances for doubtful
accounts are based on historical experience and involve significant accounting estimates.

Bad debts as a percentage of revenue at 1.4% {2013: 0.5%) reflect the mature market conditions in New Zealand. The bad
debt and doubtiul debt expense during the year ended 30 June 2014 was $2.2 million {2013; $0.9 million). The increase in the
current year expense is largely due to the receivership of one large customer.

If the Group allowance for credit losses as a percentage of trade receivables had been 1% higher or lawer during the year
ended 30 June 2014, then profit before tax would have varied by approximately $0.4 million (2013: $0.5 million).
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5 Other revenue and expenses

Other revenue

NZ Directories Holdings Limited
Notes to the financial statements

30 June 2014
(continued)

Revenue in the Statements of comprehensive income includes $4.0 million received from an insurance claim relating to the

Christchurch earthquake.

Expenses

Profit before income tax includes the following
specific expenses:

Depreciation

Fixtures and fittings
Motor vehicles

Leasehold improvements
Computer equipment
Total depreciation

Amortisation

Computer software (note i1)
Customer relationships (note 11)
Total amortisation

Total depreciation and amortisation

impairment of intangibles

Impaiment of brand {(note 11)

Impaiment of customer relationships (note 11)
Total impairment of intangibles

Employee benefit expense
Wages and salaries and other employee related
expenditure

Other expenses

Direct costs

Advertising and communication

IT and outsourcing

Operating leases

Net loss on disposal of property, plant and equipment
Bad and doubtful debts

Other

Total other expenses

Consolidated Parent
30 June 30 June 30 June
2014 2013 2013
$000 $'000 $'000

68 83 -
786 751 -
321 368 -
1,195 1,303 -
2,370 2,505 -
2,745 9,728 -
10,179 12,147 -
12.924 21876 .
15,294 24,381 -
71,519 34,378 -
10,564 7.047 -
82,083 41,425 -
41,071 45,586 -
24,658 24,008 -
5,412 7,221 -
10,376 12,227 -
2,909 3,202 -
{36) 78 -
2,200 914 -
7,936 5.806 -
53,455 54 546 -
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5§ Other revenue and expenses (continued)

Auditors’ fees

Consolidated Parent
30 June 30 June 30 June 30 June

2014 2013 2014 2013

$'000 $'000 $'000 $'000
(a) Assurance services
PricewaterhouseCoopers
Statutory audit worl 246 184 - -
Other audit related work 10 8 - -
Total remuneration for audit services 255 192 - -
(b) Taxation services
PricewaterhouseCoopers
Tax compliance services, including review of company
income tax returns 98 197 - -
Tax consulting services 89 - - -
Total remuneration for taxation services 187 197 - -
(c) Other services
PricewaterhouseCoopers
IT services 15 238 - -
Total remuneration for other services 15 238 - -

The auditors' fees are borne by a subsidiary of the Company, Yellow Pages Group Limited.

6 Finance income and expenses

Consolidated Parent
30 June 30 June 30 June 30 June
2014 2013 2014 2013
$'000 $'000 $'000 $'000
Finance costs
Interest expense 29,623 31,322 - -
Derivative change in fair value 9 366 - -
Facility and brokerage fees 366 380 - -
Other finance costs 581 561 - -
Total finance costs 30.589 32.630 - -
Finance income
Interest income (545) {588) - -
Total finance income (545) {586) - -
Net finance costs 30,044 32.044 - -
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7 Income tax

Consolidated Parent
30 June 30 June 30 June 30 June
2014 2013 2014 2013
$'000 $'000 $'000 $'000
{a) Income tax henefit
Current tax 7,342 10,608 - -
Deferred tax (25,087} (15447} - -
{17,745} (4.839) - _
(b} Reconciliation of income tax benefit to prima
facie tax payable
Profit / {loss) before income tax expense / (benefit) (63.574) {17.334) - -
Tax at the New Zealand tax rate of 28% (17,801) (4,853) - -
Tax effect of amounts which are not deductible {faxable)
in calculating taxable income:
Other non-deductible items 56 18 - -
Under / (cver) provision in prior years - {4) - -
Income tax expense {17.745) {4,839} - -

There were credits to the Group's imputation credit account during the period of $1.8 million (2013 credit $9.0 million), the
balance which is available to be used in future reporting periods is $3.3 million (2013: $1.7 million).

8 Cash and cash equivalents

Consolidated Parent
30 June 30 June 30 June 30 June
2014 2013 2014 2013
$'000 $'000 $'000 $'000
Cash at bank and in hand 18,556 31.417 -
18,556 31.417 -

(a) Cash at bank and on hand and bank balances and deposits at calt

The deposits are bearing a floating interest rate of approximately 2.75% (2013: 2.25%). These deposits have an average
maturity of less than 10 days.

(b} Fairvalue

The carrying amount for cash and cash equivalents equals the fair value.
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9 Trade and other receivables

Trade receivables

Trade receivables

Provision for credit notes
Provision for doubtful receivables

NZ Directories Holdings Limited
Notes to the financial statements
30 June 2014

(continued)

Prepayments

Total receivables and prepayments

Consolidated Parent
30 June 30 June 30 June 30 June
2014 2013 2014 2013
$'000 $'000 $°000 $'000
40,594 46,255 - -
(1,387) {1,334) - -
(5.611) {5 540} - -
33,596 39.381 - -
2,543 2,424 - -
36,139 41,805 - -

(a)

Impaired receivables

As at 30 June 2014 current trade receivables of the Group with a nominal value of $11.1 million (2013: $12.6 million) were
past due. It was assessed a portion of the receivables is expected to be recovered. Of these overdue receivables $5.0 million
(2013 $5.5 million) were impaired. The amount of the provision was $5.6 million {2013: $5.5 million). The individually impaired
receivables mainly relate to customers who are in unexpectedly difficult economic situations.

Less than 3 months
3 to 6 months
Qver 6 months

Movements in the provision for impairment of receivables are as follows:

Cpening provision
Provision for impaimment recognised during the period
Receivables written off during the period as uncollectible

Impaired Not impaired
30 June 30 June 30 June 30 June
2014 2013 2014 2013
$'000 $'000 $'000 $'000
1,601 1,839 4,317 5,070
569 496 523 729
2,798 3137 1,917 2.459
4.968 5472 §.757 8.258
Consolidated Parent
30 June 30 June 30 June 30 June
2014 2013 2014 2013
$'000 $'000 $'000 $'000
5,540 7,489 - -
2,200 912 - -
{2,129) (2.861) - -
5 611 5 540 - -

The creation and release of the provision for impaired receivables has been included in 'other expenses® in the profit
component of the Statements of comprehensive income. Amounts charged to the allowance account are generally written off

when there is no expectation of recovering additional cash.

The other classes within trade and other receivables do not contain impaired assets and are not past due. Based on the credit
history of these other classes, it is expected that these amounts will be received when due.

(b) Fairvalue and credit risk

Due to the short-term nature of these receivables, their carrying value is assumed to approximate their fair vaiue.
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9 Trade and other receivables {continued)

The maximum exposure to credit risk at the reporting date is the fair value of each class of receivables mentioned above.
The Group does not hold any collateral as security. Refer to note 3 for more information on the risk management policy of the
Group.

10 Property, plant and equipment

Fixtures and Motor Leasehold Computer

Consolidated fittings vehicles improvements equipment Total
$'000 $'000 $'000 $000 $'c00

Year ended 30 June 2013
Opening net book amount 259 2,759 2,036 1,350 6,404
Additions 54 588 78 2,499 3,219
Disposals / transfers - (205) (148) - (351)
Depreciation charge (83) (751) {368) (1.303) {2 505}
Closing net book amount 230 2.391 1.600 2 546 6.767
At 30 June 2013
Cost 3,283 4,368 4,631 7,560 19,842
Accumulated depreciation {3.053) (1.977) {3.031) {5.014) {13.075)
Net book amount 230 2.391 1,600 2.548 6,767
Year ended 30 June 2014
Opening net book amount 230 2,391 1,600 2,546 6,767
Additions 22 255 504 2,769 3,550
Disposals / transfers - (147} - (1) (148)
Depreciation charge (68) {786} (321) {1,195} (2,370}
Closing net book amount 184 1,713 1,783 4119 7,799
At 30 June 2014
Cost 3,287 4,034 5,135 10,324 22,780
Accumulated depreciation (3.103) {2,321) (3,352} (6,205) (14,981}
Net book amount 184 1,713 1,783 4,119 7.799

(a) Assets pledged as security

Refer to note 14 for information on assets pledged as security by the Borrowing Group.
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11 Intangible assets
Computer Customer
Consolidated software Brand refationship Tofal
$'000 $'000 $'000 $'000
Year ended 30 June 2013
Opening net book amount 13,371 212,179 55,635 281,185
Additions and disposals 5,985 - - 5,885
Impaiment charge - (34,378) {7,047) (41,425)
Amortisation charge (9,729) - {12.147) (21.876)
Closing net book amount 9,627 177.801 36.441 223,869
At 30 June 2013
Cost 77,814 258,000 88,560 424,374
Accumulated amortisation and impairment (68.187) (80,199} (52,119 (200,505)
Net book amount 9627 177,801 36,441 223 869

Year ended 30 June 2014

Opening net book amount 9,627 177,801 36,441 223,869
Additions and disposals 6,127 - - 6,127
impairment charge - (71,520) (10,564) (82,083)
Amortisation charge {2,745) - (10,179} (12,924)
Closing net book amount 13,010 106,281 15,698 134.989
At 30 June 2014

Cost 83,941 258,000 88,560 430,501
Accumulated amortisation and impairment {70.931) {151,719} {72.862) {295.612)
Net book amount 13,010 106,281 15,698 134,989

{a) Impairment tests for goodwill and intangible assets

Goodwill and other intangible assets within the Group have been tested for impairment based on a fair value less costs to sell
valuation of the business. This resulted in an impaiment loss in the Group of $82.1 million (2013: §41.4 million).

Fair value less costs to sell has been determined on a capitalised earnings basis, cross-checked against other valuation
indicators. The key assumptions determining the fair value less costs to sell are forecast EBITDA and the applicable valuation
multiple, Forecast EBITDA is based on the approved 2015 budget for EBITDA which reflects margins based upon past
performance and expectations of market development. The valuation multiple of 2.5 (2013: 2.7) was based on pricing metrics
observed for broadly comparable listed companies around the world. Sensitivity analysis for these key assumpticns is
presented in note 4(i}

In accordance with NZ IAS 36 the impairment charge has been allocated firstly to geodwill and any balance has been allocated
to the intangible brand and custorner relationships assets pro rata based on their carrying values.
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12 Investments in subsidiaries

The consolidated financial statements incorporate the assets, liabilities and results of the following subsidiaries in accordance
with the accounting policy described in note 2(b):

Country of Classes of
Name of entity incorporation shares Equity holding
2014 2013
% %
NZ Directories Finance Limited New Zealand Ordinary 100 100
NZ Directories [P Limited New Zealand Ordinary 100 100
Yellow Pages Group Limited New Zealand Ordinary 100 100
Finda Limited New Zealand Ordinary 100 100

All subsidiaries have the same financial year end as the Parent and all the above companies have been included in the Group

consolidation for the peried that they were controlled entities of the Group.,

13 Trade and other payables

Consolidated Parent
30 June 30 June 30 June 30 June
2014 2013 2014 2013
$'000 $'000 $'000 $'000
Trade payables 3,730 3,802 - -
Accrued finance expenses 188 5164 - -
Accrued expenses 6,751 7,938 - -
GST and PAYE 1,317 1,489 - -
Employee benefits 6,771 6,594 - -
Revenue billed in advance 1,781 2,061 - -
Other payables - 11 - -
20,538 27058 - -
14 Interest hearing liabilities
Consolidated Parent
30 June 30 June 30 June 30 June
2014 2013 2014 2013
$'000 $000 $'000 $'000
Current
Secured
Senior Notes 389,070 - - -
Total secured current interest bearing borrowings 389,070 - - -
Non-current
Secured
Senior Notes - 413,535 - -
Total non-current interest bearing liabilities - 413,535 - -
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14 Interest bearing liabilities (continued)

Senior Notes of $500 million were issued by a subsidiary company, NZ Directories Finance Limited, on the debt and equity
restructure date. The Senior Notes are interest-bearing at a floating rate and mature on 31 August 2015. Refer to note 2(a) for
information on the ability for the Group to refinance these habilities at the current carrying value on expiry.

The interest rate as at 30 June 2014 on the Senior Notes was 7.98 % (2013: 7.21%).

The Group held a number of interest rate caps which were used to manage its interest rate exposure on the Senior Notes until
their expiry on 30 April 2014 (note 15).

{a) Assets pledged as security and covenants

The Senior Notes are secured on a first ranking basis by security over all of the assets of the Group, except those subject o
a permitted security interest.

A single covenant exists for the Group to achieve minimum EBITDA targets.

Covenant EBITDA is as defined in the Senior Note terms and is not a direct calculation from the financial statements. The
financial covenants are tested on each 31 March, 30 June, 30 September and 31 December.

On 20 September 2013 the lenders of the Senior Notes and Optional Convertible Notes provided the Group a waiver of the
minirmum EBITDA target covenant for the quarters ended 30 June 2014, 30 September 2014 and 31 December 2014. On 11
June 2014 the lenders of the Senior Notes and Optional Convertible Notes provided the Group a waiver of the minimum
EBITDA target covenant for the quarters ended 31 March 2015 and 30 June 2015

During 2014 and 2013 the Group complied with all its financial covenants up to the quarter when the covenant waiver
commenced.
{b) Interest rate risk exposures

The Group employed the use of four interest rate caps to reduce its exposure to fluctuations in interest rates on the Senior
Notes. The interest rate caps expired on 30 April 2014,

The following table sets out the Group's exposure to interest rate risk, including the contractual repricing dates and the
effective weighted average interest rate by maturity periods.

Fixed interest rate

Group Current  Floating 1yearor Over1to2 Over5years
rate  interest rate less years
% $'000 $'000 $000 $'000
2014
Senior Notes 7.98 389,070 - -
2013
Senior Notes 7.21 413,535 - -
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14 Interest bearing liabilities (continued)

(c) Liquidity analysis

The table below analyses the Group's interest bearing liabilities into relevant maturity groupings based on the remaining
pericd at the balance sheet date to the contractual maturity date. The amounts disclosed in the table are contractual
undiscounted cash flows. For variable rate instruments, the amounts disclosed are determined by reference to the interest
rate at the last re-pricing date.

Group Less than Between 1 Between 2 Between3 Over4
1 year and 2 and 3 and 4 years
years years years
2014
Interest bearing liabilities (secured) - 389,070 - -
Interest payments 33,510 6,135 - -
2013
Interest bearing liabilities (secured) - - 413,535 -
Interest payments 31,6086 35,741 6,542 -
(d) Fairvalue
The estimated fair value of borrowings at balance date are:
Consolidated Parent
30 June 30 June 30 June 30 June
2014 2013 2014 2013
$'000 $'000 $'000 $'000
Senior Notes 125,000 180.000 - -
125,000 180.000 - -

For an analysis of the sensitivity of borrowings to interest rate risk refer to note 3 - Financial risk management. Fair value has
been assessed based on the enterprise valuation refer 4(i) and allocated based on the security ranking.

15 Derivative financial instruments

Consolidated Parent
30 June 30 June 30 June 30 June
2014 2013 2014 2013
$'000 $'000 $'000 $'000
Non-current assets
Interest rate caps {(a)(i) - 9 - -
Total non-current derivative financial instrument assets - 9 - -

(a) Notional principal amounts outstanding
(i) Interest rate cap confracts

The Group does not currently hold or issue derivative financial instruments for trading purposes, although under the
classifications of NZ IAS 39 Financial instruments: Recognition and measurement; derivative financial instruments are
classified as ‘held for trading’ unless they are designated hedges. Interest rate caps held by the Group are therefore classified
as held for trading and are recognised at fair value through the profit component of the Statements of comprehensive income
(note 3).
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15 Derivative financial instruments (continued)

The Group had four interest rate cap arrangements in connection with its Senior Notes financing arrangements. The interest
charge is made up of a floating base rate (BKBM) plus 4.5% margin. The interest rate caps are used to cap the floating base
rate exposure to 4.03% and therefore the total interest rate exposure to 8.53%. The Group has paid an optien gremium of
$7.5 million for the interest rate caps in March 2011. If the floating base rate exceeds 4.03%, the contracts require settlement
of interest receivable every three months. On 30 April 2014 the interest rate caps expired.

The interest rate caps in place at 30 June 2013 covered 96.73% of the floating interest rate loan principal outstanding on the
Senior Notes.

The gain or loss from remeasuring the derivative instruments at fair value is recognised in the profit component of the
Statements of comprehensive income immediately because the Group does not apply hedge accounting. In the period
ended 30 June 2013 aloss of 30.4 million was recognised in the profit component of the Statements of comprehensive
income.

{b) Credit risk exposures

Credit risk arises from the potential failure of counterparties to meet their obligations under the respective contracts at
maturity. This arises on derivative financial instruments with unrealised gains. At reporting date nil is receivable (New
Zealand dollar equivalents) for the Group from interest rate cap contracts.

(c) Interest rate risk exposures

The table below analyses the Group's derivative financial instruments (interest rate caps) that will be settled on a net basis
into refevant maturity groupings based on the remaining pericd at the balance sheet to the contractual maturity date. The
amounts disclosed in the table are the contractual undiscounted cash flows. They are expected to occur and impact on the
profit component of the Statement of comprehensive income at various dates over the term of the interest rate caps.

For an analysis of the sensitivity of derivatives to inferest rate and foreign exchange risk refer to note 3.

Consolidated Floating Less Over1
inferest than1 year
rate year
$'600 $000 $000
2014
Contractual undiscounted cash flows based on current market interest rates ($'000) - - -
Average expected floating rate (based on 90 day forward rates as at 30 June 2014) (%) 7.98 - -
2013
Contractual undiscounted cash flows based on current market interest rates ($'000) - - -
Average expected floating rate {based on 90 day forward rates as at 30 June 2013) (%) 7.21 - -
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16 Deferred tax liabilities

The balance comprises temporary differences

attributable fo:

Employee benefiis

Property, plant and equipment
Intangible assets

Provisions and accruals
Other temporary differences

Within 12 months
In excess of 12 months

Consolidated

Year ended 30 June 2013

Opening balance

Charged/{credited) to the profit component of
the Statements of comprehensive income

At 30 June 2013

Year ended 30 June 2014

Opening balance

Charged/(credited) to the profit component of
the Statements of comprehensive income

At 30 June 2014

NZ Directories Holdings Limited
Notes to the financial statements

30

June 2014

(continued)

Consolidated Parent
30 June 30 June 30 June 30 June
2014 2013 2014 2013
$'o00 $'000 $'000 $'000
(829) (635) - -
77 77 - -
33,647 58,550 - -
(2,282) (2,255) - -
(250) (287) - -
30,363 55,450 - -
30,363 474 - -
- 54,876 - -
30,363 55.450 - -
Praoperty, Provisions Other
Employee plantand Intangible and temporary
benefits equipment  assets accruals differences Total
$'000 $'000 $'000 $'000 $'000 $'000
(643} 34 74,520 (2,653) (361) 70,897
8 43 (15970} 398 74 (15.447)
(635) 77 58,550 (2,255) {287) 55,450
(635) 77 58,550 {2,255) (287) 56,450
{194} - {24,903) (27} 37 (25.087)
{829) 77 33,647 {2,282) {250} 30,363

All deferred tax assets and liabilities resulting from temporary differences have been shown as current liabilifies.

Based on the proposed restructuring of the Group detailed in note 2(a) deferred tax liabilities are expected to be derecognised

within 12 months.
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17 Contributed equity

Consolidated and Parent 30 June 30 June 30 June 30 June
2014 2013 2014 2013
Shares Shares $'000 $'000

Ordinary shares

Opening balance 250,000 250,000 250,000 250,000
Issue of shares during the period - - - -
Closing balance 250,000 250.000 250,000 250,000

On 27 January 2011, the Company issued 250 million fully paid shares to Yellow Pages Equity Trust with an issue price of $1
per share.

The ordinary shares entitle the holder to receive dividends, vote at shareholder meetings and pariicipate in the proceeds on
winding up of the company in proportion to the number of the shares held.

18 Accumulated losses

Movements in accumulated losses were as follows:

Consolidated Parent
30 June 30 June 30 June 30 June
2014 2013 2014 2013
$000 $'000 $'000 $'000
Opening balance (443,426) (430,931} (250,000) {250,000)
Net loss for the period {45.829) (12.495}) - -
Closing balance (489,255) (443,426} (250,000} {250.000)

19 Commitments

(i} Operating leases

The Group leases various property, plant and equipment under non-cancellable operating leases expiring within one to
twelve years. Operating [eases held over properties give the Group the right to renew the lease subject to a redetermination
of the lease rental by the lessor.

Consolidated Parent
30 June 30 June 30 June 30 June
2014 2013 2014 2013
$'000 $'000 $'000 $'000
Commitments for minimum lease payments in relation to
non-canceilable operating leases are payable as follows:
Within one year 2,778 2,504 - -
Later than one year but not later than five years 9,466 8,631 - -
Later than five years 3,597 5.458 - -
15,841 16.593 - -

(i) Finance leases
As at 30 June 2014 the Group and Parent had no commitments in respect of capitalised finance leases (2013: nil}.
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19 Commitments (continued)

20 Contingencies

As at 30 June 2014 the Group had ne contingencies (2013: nil).

21 Related party transactions

(a) Parent entity

As aft 30 June 2014 and 30 June 2013, the ultimate and immediate parent entity of NZ Directories Holdings Limited is Yellow
Pages Equity Trust.

(b) Key management and personnel compensation

Key management personnel compensation is set out below. This includes remuneration of the Chief Executive, Board and
members of the executive team.

Consolidated Parent
30 June 30 June 30 June 30 June
2014 2013 2014 2013
$'000 $'000 $'000 $'000
Salaries and short-term benefits 5,493 4 939 - -
Long term incentive scheme 641 558 - -
6,134 5,497 - -

{c} Long term incentive scheme

A Long Term Incentive (“"L.TI"} scheme for key management personnel was impiemented in April 2013. This scheme includes
payments to participants based on cash distributions to lenders covering the six year period from 1 July 2012 to 30 June
2018.The participants of the scheme are senior executives of Yellow Pages Group Limited and Board members of NZ
Directories Holdings Limited. The participants are eligible to receive a bonus payment annually effective 30 June 2014, the
quantum of which is determined by the total cash distributions to lenders, being the total cash interest and principal
repayments on the Senior Notes and Optional Convertible Notes and any disposal proceeds from a sale of the Company over
the six year period from 1 July 2012 to 30 June 2018. The LTI bonus is only payable to participanis that are in service at the
time of the distribution. The LTI scheme includes a discretionary pool only available for employees and allocated on approval
by the lender group and the remuneration commitiee of the Board,

The fair value of the LTl liability as at 30 June 2014 has been determined by taking into consideration the Group's forecasts
and the LTI entiflements per year and per participant using a discount rate of 11.9%.

For the year ended 30 June 2014 a total amount of $0.6 mitlion (2013; $0.6 million) has been recognised in employee benefits
expense in the income statement. A current liability of $1.2 million has been recognised (2013 nil) and a non-current liability
of $0.6 million was recognised in 2013,

The proceeds from the proposed restructure sale of the shares in the Trading Group to Newco, refer io note 2(a), will be
excluded from the LTI scheme, post restructure the scheme will be rendered ineffectual.

(d) Transactions with related parties

The following transactions occurred with related parties:
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21 Related party transactions (continued)

Consolidated Parent
30 June 30 June 30 June 30 June
2014 2013 2014 2013
$'000 $'000 $000 $'000
Loan repayments from:
Subvention payment to ultimate parent entity
Yellow Pages Equity Trust 7,346 5,867 - -
Repayment by ultimate parent entity Yellow Pages
Equity Trust (5,630) (5,429) - -

NZ Directories Finance Limited has advanced funds to Yellow Pages Equity Trust to fund ifs interest payments, approved
issuer levies and facility fees. NZ Directories Finance Limited has made a subvention payment fo Yellow Pages Equity Trust,
the proceeds of which have been used to repay these advances.

(e) Outstanding balances

The following balances are outstanding at the reporting date in relation to transactions with related parties:

Consolidated Parent
30 June 30 June 30 June 30 June
2014 2013 2014 2013
$000 $'000 $'000 $'000
Non-current receivables floans)
L.oan to ultimate parent entity Yellow Pagaes Equity
Trust 8,908 7.182 - -
8,908 7.192 - -

(fi Terms and conditions
The loan to the ultimate parent entity is for no fixed temm and is non interest-bearing.

As aresult of the intended restructure a full provision has been made against the intercompany receivable to Yellow Pages
Equity Trust.

The creation of this provision has been recognised as a charge in the Statement of comprehensive income in the current year.
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22 Reconciliation of loss after income tax to net cash inflow from cperating activities

Consolidated Parent
30 June 30 June 30 June 30 June
2014 2013 2014 2013
$'000 $'000 $'000 $'000

Loss after tax for the period (45,829) (12,495) - -
Depreciation and amortisation 15,294 24,381 - -
Impaimment of brand 71,519 34,378 - -
Impaiment of customer relationship 10,564 7,047 - -
Loss/(profit) on disposal of property, plant and equipment {36) 78 - -
Change in operating assets and liabilifies and net of
effects from purchase or disposal of controlled entities

Decrease in frade and other receivables 5,666 17,052 - -

Decrease in fair value interest rate caps 9 367 - -

Decrease in frade payables {72) (1,941) . -

Decrease in net accruals {1,006) (6,608) - -

Decrease in interest payahle {4,976) {623) - -

(Decrease)/increase in provision for income taxes

payable {2,208) 5,022 - -

Decrease in provision for deferred income tax {25,087) (15,447) - -

Working capital acquired/disposed - (304} - -
Net cash inflow from operating activities 23.838 50,907 - -

23 Events occurring after the balance sheet date

There were no significant events after balance date that have not been disclosed elsewhere in the financial statements.
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