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Results for announcement to market

Sky Network Television Limited
Half year ended on 31 December 2005

Total aperating revenues of $266,101,000 has increased $25,845 000 from the prior half year

which is a 10.8% increase.

Net profit after tax of $28,676,000 has decreased $6,208,000 from the prior half year which is

a 17.3% decrease.

Net profit from ordinary activities after fax attribuiable to members of $29,676,000 has

increased $2,601,000 from the prior half vear which is a 8.6% increase.

Net profit for the pericd atfributable to members is $28,676,000 has increased $2,601,000

from the prior haif year which is a 8.6% increase.

Dividends Amount per | Franked amount
security per Security

Inierim Dividend 4.0 cents N/A

Previous corresponding period — Interim Dividend (paid 11.0 cents N/A

March 2005)

Previous correspanding pericd — Final Dividend {paid 3.0 cenis N/A
September 20043

Record date for determining eniitiements to the dividend 1( March
20086

Brief explanation of any figures reported above, refer attached resuits commentary.
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WATCH WHATEVER YOU WANT,
WHENEVER YOU WANT IT.

WELCOME T9 THE
ENTERTAINMENT REVOLUTION.

Food Television Playhouse Disney
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t am pleased to be able to report that the SKY
business has continued to perform strongly in
the six moriths to 31 December 2005,

SUBSCRIBERS

SKY has added 17,118 new subscribers bo ks
pay television business over the six month
pericd 1o give a total subscriber base of
£36,286 at 31 December 2005. This compares
to a net gain of 11,979 subscribers in the
comparative six month period. SKY gained
24,247 new digital subscribers. The UMF
network lost 7,802 subscribers, most of which
have migrated to the digital platform.

Another positive feature of SKY's result is the
continued reduction in churn. Churnis a
measure of the number of subscoribers who
disconnect from the service as a percentage
of the total subscriber base. These subscribers
need to be replaced with riew subscribers i
the business is to grow. During the six month
pericd SKY's gross chum fell to 13.9% from
16.4% in the comparative period. We believe
this demonstrates that an increasing number
of subscribers consider thay are getting value
from their subscription.

FINANCIAL RESULTS

SKY has earned a net profit after tax of $29.7
miltion on total revenue of $266.1 million, a
net return of 11.2%. This after tax net profit

is & decrease of 36.2 million from the $35.9
million earned in the comparative period.

1 note that the 2005 interim result includes the
additional interest costs incurred in this interim
period as a result of the 3500 million of new
debt raised for the merger of INL and 5KY on

T July 2005, Net interest expernse of $24.2
million was incurred during the six month
period compared to net interest income of
$1.5 million in the comparative petiod.

SKY HAS EARNED A NET
PROFIT AFTER TAX OF
$29.7 MILLION ON TOTAL
REVENUE OF $246.1
MILLIGN. A RET RETURN
OF11.2%

lakertn Bepor Decernlbe 2005
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SKY Sport Playhouse Disney

Food Television

Shy Motk Todevision Limnitad

The business has performed strongly with
total revenue increasing by $25.8 million to
$266.1 million, an increase of 10.8% ovar
the comparative period. Average Revenue per
Subscriber per month (*ARPU"} has increased
by 3.0% in the comparative period to $58.38
from $56.68.

Operating costs increased by 4.6% to
$197.0 million compared to the comparative
six month period.

Operating cash flow for the six months was
387.9 mitlion compared to $394.6 million in the
comparative period, with the decrease in cash
flow akso due ko increased interest Costs.

You will notice when you get to the Financial
Statements that are contained in this report that
there is significantly more information in these
accounts than is normally provided in SKY's
interim report. The reason for this is that SKY has
elected 1o be an early adopter of Mew Zealand
nternational Financial Reporting Standards
{"INZ IFRS"Y and these interim accounts are
SKY's first reporting period under these new
standards. A significant amount of adeditional
disclosure is required on first time adoption

of MZ 1FRS in order to explain the differences
betweert the new standards and the previous
MNew Zeatand Generally Accepted Accounting
Fractice {"MZ GAAR™Y.

A further complication in these accounts is that
this is the first reporting period following the
merger of Independent Newspapers Limited
and the ofd Sky Nebtwork Television Limited.
Hence the balance sheet of the new compary,
renamed Sky Netwerk Television Limted is quite
different from the old SKY balance sheet.

Of significance is that there is now a goodwill
asset of $1.4 billion recognised on the SKY
balance sheet, which has resulted in the book
value of SKY's equity now being $1.1 billion.
This is significantly higher than the old SKY
batance sheet where the book value of equity
was onfy $147 million. Directors have assessed
the carrying value of this goodwill asset as
thay are required to do under NZ IFRS and are
satisfied that there has been no impairment to
the value of the asset. it should also be noted
that the market value of the equity in the 5KY
business is $2.5 billion based on the current
share price of $6.40.

BUSINESS INITIATIVES

A number of new initiatives were commenced
durirg the interim period as we continued to
position the business for ongoing growth.

Twao new basic channels were launched,

with “Food TV commencing on 1 November
and "Plavhouse Disney” commencing on

24 December. We have been pleased with

the initial level of viewing on these chaninels
and believe they have helped to broaden the
demoegraphic appeal of SKY's offering.

tn December we also covered the Chappell-
Hadiee cricket series and were pleased with
the ratings for these three one-day cricket

games between New Zealand and Australia.

Buring the reporting period SKY was also
successiul in securing the rights to Formula
One motor racing and the FIA World Rally
Championship {"WRC") and will significantly
improve the level of coverage of these events
with both live and breakfast replays of these
races. We have recefitly screened the first WRC
race and Formula One will commence on SKY
in March 2006,

in December we launched “MY SKY”, a

new generation hard drive video recorder

that enables subscribers to customise their
tefevision viewing experience, thareby
enhancing the value that is received from
their subscription. The decoder has bwo tuners
which means a channel can be recorded while
another channel is watched, or bwo channals
can be recorded while a third previously
recorded program is watched. Other features
include a 60 minuke buffer which enables a
subscriber bo pause live tefevision, rewind if
necessary to watch something that might have
been missed and then to forward again ko live
tefevision. The MY SKY decoder has arcund

60 hours of video storage capability on the
hard drive and is available to subscribers for a
one-off installation fee of 3599 and there is no
additional monthly fee.

SKY has commenced upgrading its tefevision
station by installing the latest software that
was regaired to operate MY SKY and a new
compression head-end. This project will
continue over the next 2 years as we move
to a compleate digital television station from
the current analogue station that is now

15 years oid.

lakertn Bepor Decernlbe 2005
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SKY Sporl Food Television

The naw Ogptus satellite, D is ander

constraction by Orbital Sciences in the US

and is schieduled to be in service in July 2006,

A back-up satellite, D2 is also under construction

and is scheduled to be available for launch by

December 2006 should there be any problams

with the D1 launch. SKY is committed to

purchasing five transponders on this new

sateflite compared to the four transponders

it currently leases on the 81 satellite. This will
de additional capacity ko incre

channet offering.

business of Prime Television New Zealand
Limited for $30.3 million. The acquisition was
approved by the Commerce Commission on

8 February 2006. A free to air channet will

give SKY the opportunity to showcase {ts
programmes and channets while also ensuring
that New Zealand consumers can watch delayed

free to air sports programmes such as rugby,

v league and cricket in prime time.

Mayhouse Disney

DEVIDENDS

The Board of Directors has considered the
performance of the busine er the last six
months, its prospects for the full yvear and the
recent acquisition of Prime and announced

oft 17 February that it will pay a fully imputed
diidend of 4.0 cents per share with the record
date being 10 March 2006. A supplementary
dividend of 0.7059 cents per share will also be
paid ko non-resident shareholders. The board
has decided not to set a specific dividend
payout policy but to consider the guestion of an
appropriate level of dividend at each reporting
period having regard ko the performance of the
businass and its future plans.

prbsf

FOHN FELLEY

Chief Executive

Playhouse Disney

SKY Sport

Foud Television:

Interinn Regent




SUBSCRIBER BASE

CONSOLIDATED INTERIM INCOME STATEMENT

&

. Total JHE, DBS and other subscribers

" Total number of households in New Zealand i~

o Subscribers - UHE; o ]
" Residential . L L 70,039
.'.Cm'ﬂmeﬂ:'[ai . e A . 309 893

1,546,800 .

"-'Asau};)gcmmp B S A 31_0“4}5 ----31_’)%_{}4

1,522,500

CBOR50

" Subsctibers - DBS (Satelfite): - - . R
T esidential » Tl Ae3s41
. Besidential - wholesale @ . L Ea e 92,440 T

..'Cmmeﬂ:iai . e . - . . e B ..6‘?42 5,760

'-:"‘rotaﬁ}i-ir— e .""'.81,?43'

IE T
BEATE

:‘_:TomeBS S e ..""506,148

'...zsui}scriberv{)ther:{"-". S -4 | R
s -T?*a_*_s.%*.bscrii’%“ ' 636,286

[ Peecend of houwhatds w:thm reach subm :bmg tcr ihe SKY netwm‘k:_ o
- Total UHE and DBS - i
- ross chym fa*F'«._"f} T

. Aweeage monibly revenue per residential subscriber:
"DBS exchuding whoesale

. DBS whalesate o

Hotal UHE andd DBS exchuding wholesale .

Totat UHE g DBS Includling wholesale

- Based upon New Zealand Government census data as of March 2001, with estimates from Statistics New Zealand, -~
" Includes subscribers seceiving SKY packages via affiliate services, stich as arrangements with TelstraClear and Telecom, -
- Inchudes subscribers 10 programmed music, vin SKY's subsicliary company, SKY DMK Music Limited and DVD Unlimited,

£ Gm&i churn refers to the percentage of residential subscribers gver the six month period ended on the date shown wh{} tef\mmated thelr -
: 'subscnptrons, net Qf exastmg subscrthers who traﬂsfenre{i ihezr 5emce tG nE resldences ;iurmg the permd TR

1 R
- 588,581

3t-Dec-0d

in NZD 008 Notes 31-Dec0s

Revenue

Residential satellite subscriptions T186,612 ..
Other subscriptions ; '.'4_3,8{}2
fristafiation 6,839 :_
Advertising '_.."'-19,8{}3 :

Other income . 5,045

164,624
43,477
£,234
18,269
2,658

266,101

Expenses

Prograimme tights . ':??,821
Programime operations :_13,?{}5
Subscriber management CL 16835
Sales and marketing C15023
Advertizing E:"__"5,982 B
Broadcasting and infrastructure S 16,460 h

Depreciation and amortisation & :_ K 54741

Corporate o 8,327

240,258

70,842
1,614
14,282
12,889
5,153
3,106
58,595
7798

16,954

188279

51,977

Operating profit 69,107

Financial {expense)/income

fnterest and ather financial {expense)fincome : (24,190

Realised exchange gain T 268

Unrealised exchange boss ERI3Y

1.52%
354
{74y

7 24,74%)

1126

Profit before tax 44362

53,103

Bconte tax expense & c 14686

Profitaffertax oo
Atributableso:
Erpuity hotders of the Company
Winorty interest

Profit for the period

Earnings per share

Basic and diluted earnings per share (cents} 9 e

17,219

35,884

27075
B BOS

35,884

742
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CONSOLIDATED INTERIM BALANCE SHEET

CONSOLIDATED INTERIM STATEMENT OF CHANGES IN EQUITY

ire NZE GO0 Motes 31-Dec-05 31-Dec-04 3005 Maotes Share Hedging fetained Minority R Tota
e in NZE 000 capital reserve AT ierest ety
Current assets T :
Cash and cash equivalents - ._ ?{};‘53. 22944 308,056 Balance at 1 July 2005 222055 - GBS 454 30,078 ?,..‘7??;?,58? :
Short term investments R 91992 . Adoption of NZ IAS 32 and NZ |45 39 a7 - {7,206} {308} - L 58
Yrade and other receivables . ._42,655 . 45104 53,387 Minority share of adjustments t8/17 - 1,627 {1,627} T
Programme rights 14 6,627 - 19,691 16,150 As restated 222,055 {7,209 986,772 28451 ?'239’%9
Prerivative Financial mstraments 20 B 1) g e o
income tax receivable o .665 641 Merger transactions ST
; 131.814 178 736 375,233 Exchange INL shares for SKY shares sy (15%,384) - {529 PRy - {649,26.4)
T fssue of shares to SKY fpremerger) sharehoiders by 484,395 - - 484,395 -
Non-current assets S ] Disposat of minority terest 18 - - - {26,494} Z_ ;2.6_,&94)
Property, plant and equipment 19 CZILERY 236,319 225,006 Cost of share ssue 15 625) - (625}
Other intangible assets 1130507, 33,102 31,626 364,386 {529,780) 26494y (191888)
Caodwil 12 1,465,169 829,990 826,690 Termination of exacutive share options 1517118 {2,038) 1,957 {1,957} .j -_(?_,{}_;_3)_
Deferred tax assets 13 20,519 11,263 15,119 o
“eeaonz 110654 TG v Profit for the period - - 23675 : '.39,6?5 :
Fotatassats ".1_(‘_,*9_9_,396_ :.: ._ -.-1,489,4}3 . V476574 Eair value gains net of tax - e 2711 L o . 2711
LTl Total recoguised income forthe___pefiod R e R o b - X7 m CRLIBY
Batance at 31 December 2005 577,403 {4,498} 488,625 ?,%1,53_\{? .

Current liabilities

frade and ather payables CUBEAE 75912 84,918

Borrowings 19 U 24,483 21,109 23,737 For the six months ended 31 December 2004 -
Derivative Froanciz mstroments 10 - 12,141 . 5157 6,621 Balznce at 1 July 2004 222 055 - 991,020 149,859 ?'.“.‘2__32’?34'-_'
income taw payable 6857 ) 186 1,814 Effect of changes in accounting policy in R
Capital notes 19 104,572 _ adopting NZ RS 4h - (2,657) e (3,394}
- : As restated 222,055 9EE, 363 18,122 1,229,540
239,571 102 564 117,080 e
Non current lizbilities e Brofit for the period o L o o ..2}’,{3?‘5 o .3J309 . -:"._'35,884
Capital notes 1% el 109,404 109,868 Total recognised income for the period - e coe e ZRAQTES T BBOB T 3EEB4
Tarm berrowings 19 " 498,795 22962 12,429 Dhddendpald L L (o941 - {0941}
4S8 795 133 366 122,297 Batance at 31 December 2004 222453 1,004,487 a3t ?,...‘7_5_4,4_23? -

Total Hiabitities 738,366 234,930 239,387
T For the 12 months ended 30 June 2065

quity - Balarce at 1 July 2004 222,085 - 991,020 19,85 1232934,
3 o ) Effect of changes in accounting poficy in R
Share tal 15 - 222055 222,055 . : ’
I capita 577,463 . ‘ adopting NZ RS 4h - (2,657} 73y (3,3943
Hadqing reserve 16 e, 498) : :
As restated 222,055 - 988,343 19,122 1,229,540
fetained earnings 17 ABB.625 1,004,497 85,454 L
Tatal equity attributable to equity helders of the Compan 1,061,530 1,226,552 1,202,509 . X L )
equlty auity pany R Profitfor theperiod . 53,619 20855 74474
L o Total recognised income for the period - T T T ssety za@ss 7447
Minority irterast 15 - 27951 078 R
Total eguit T3061,530 . 1,254.483 1,237,587
TO '1 ety dlabiiies ;?99,896 S 1' 40 413 . , 4}5,9?'4 Dividend paid - (56,528) {10,529y . {67,030
otal eguity and lisbilities 759, 485, A4 - N Lo ‘
ey ! ! Contribution from minority interest - - ) S8 o 630
Batance af 30 june 2003 222055 - 985454 30,078 1,237,587

& Shy Phatwarh Telowistan Lirsited lnwcerinee Aegaart Do e 2005 9
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ity NZE G0 Notes F1-DecH5 31-Der-f4
Cash ftows from operating activities
Cash was provided from:
Cusiomers 232,378
Related parties DERR T 8735
friterest received 1,654 9,618
Net GST received 3466 7,460
269,420 1 254,388
Cash was apphied to: R S
Suppliers and employees 5{123,844} . (108,888)
Related parties L2279 {30,418)
frterest paid C(2n225) (7,728)
fncome tax paid (12,659 (12,544)
{181,319 (15%,575)
Net cash from operating activities B #7901 94,613
Cash fiows from Investing activities S
Proceads from sale of property, plant and equipment - CHSY 268
Reduction in short term investments e 17378
Purchase of 5KY {premerger) minority interest 27 “{108,004) -
Acquisition of property, plant, equipment and intangibles .. .{3?,429) . {30,700
Net cash used in investing activities {145,252 {13,33N
Cash fiows from financing activities R,
Proceeds from borrowings :'..?60,00(} : 2,000
Repurchase and cancellation of INL shares e {649,164} -
Repayrnent of borrowings {260,000 . {48,000
Hepayment of capital notes e . (3,869} -
Payment of issue costs s i {625} -
fermination of executive share options 15 . (9,038 -
Payment of bank facility fees - '...(8{}} )
Payment of finance lease llabilities (12371 10,400
Dividends paid o (10,941
Met cash used in financing activities IS FZA LTSI {67,348)
Net {decrease) /increase in cash and cash equivalents : :_{234,498} : 14,134
Cash and cash equivalents at beginning of periad 305,056 - 8,810
Cosh and cosh cquivatents at end of period osss 2544

Reconditiation of operating cash flows with net profit

In NZD 0068 Nastas 31-Boc05 31-Dec0d
Net profit 29676, 43,99

Itinority interest in profit of subsidiary . (8,115)
Restated net profit after income tax 29,676 15,884

Pius/{iess) non-cash items: L

Brepreciation and amorisation & 54,741 538,595

Unrealised foreign exchange joss 7 Lz 749

Mewvernent in provision for doubtful debts ) :_ ’ 52? {117
Amortisation of capital notes issue costs '..."4?1 . 47

Wiovernent in deferred tax £3,033) 8%
Other non cash items B 977 1,697

Items classified as investing activities: S

Gain on disposal of assets -

Wovement in working capital items:

fcreasef{decraase) in receivabies i {698}
Bracreass i payabiles {1804) (1,085)
frcrease in provision for tax 5043 : 267

Bracrease w1 programme rights ) .(4??) (3,048}
Net cash from operating activities 87,901 94,613

‘Thy Matwrorh Telmdsan Lirsdted
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NOTES T0 THE CONSOLIDATED INTERIM FINANCIAL STATEMENTS £
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1. GENERAL INFORMATHON

Sky Network Television Limited is 2 Company incorporated and domiciled in New Zealand. The consolidated interim financial
statements of the Group for the six months ended 31 December 2005 comprise the Company, Sky Network Television Limited
and its subsidiaries.

On 27 fune 2005 the High Court approved a scheme of arrangement ko take effect on 1 July 2005 where a newly formed
company, Merger Company 2005 Limited ("MergeCo™) acquired all of the ordinary shares of the public fisted companies
independent Newspapers Limited {“INL") and Sky Network Tetevision Ltd {“SKY (premerger)”). The three companies were then
amalgamated with MergeCo being the surviving company. INL shareholders received 0.836 shares in MergeCo and 31.78 in

cash in exchange for each INL share. SKY {premerger) shareholders, other than INL received one share in MergeCo and 31.28 in
cash for each SKY {premerger} share held. This resulted in MergeCo issuing a total of 389,139,785 shares, being the same number
of shiares on issue by SKY {premerger). MergeCo was then renamed Sky Network Television Limited and listed on the New Zealand

and Australian stock exchanges.

Throughout these notes ko the financial statements the previous Sky Network Television Limited is referred to as "SKY (premerger)y”,
being the company of that name in existence throughout the yvear to 30 june 2005, Merger Company 2005 Limited which
changed its name to Sky Metwork Television Limited on T July 2005 is referred to as YSKY".

The accounting treatment for the merger has identified INL as the acquirer of the outstanding minority interest in SKY
{prernerger}. The INL Group accounts are therefore shown as the comparative figures for the Group.

SKY is a company registered under the Companies Act 1993 and is an issuer in terms of the Financial Reporting Act 1993 (refer
also to note 27 regarding the amalgamation on T July 2005). These interim financial statements have been prepared in accordance
with the requirements of the Financial Reporting Act 1993,

SKY operates as a multi-channel subscription television service in New Zeatand.

2. SUMIMARY OF SIGNIFICANT ACCOUNTING POLICIES
BASIS OF PREPARATION

These interim consolidated financial statements of SKY are for the six months ended 31 December 2005. They have been prepared
in accordance with NZ 1AS 34 Interim Finandal Reporting and are covered by NZ IFRS 1 First-time Adoption of New Zealand
Equivalents to International Financial Reporting Standards {NZ IFRS) because they are part of the period covered by the Group's
first annuat NZ IFRS financial statements for the year ending 30 june 2006. Accounting policies applied in these interim financial
statements comply with NZ [FRS and NZ IFRIC interpretations issued and effective or issued and early adopted as at the time of
preparing these statements {February 2006) as applicable to SKY as a profit-orfentated entity. SKY in complying with NZ IFRS

is simultaneously in compliance with International Financial Reporting Standards (IFRS) The NZ IFRS standards and NZ IFRIC
interpretations that will be applicable as at 30 june 2006, including those that will be applicable on an optional basis, are not
known with certainky at the time of prepating these interim financial statements.

The preparation of the consclidated interim financial statements in accordance with NZ tAS 34 resulted in changes in the
accounting policies as compared with the most recent annual financial statements prepared under previous NZ GAAP. The
accounting policies set cut below have been applied consistently to all pertods presented in these consolidated interim financiat
statemerits and in preparing an opening NZ IFRS balance sheet at 1 july 2004 for the purposes of the transition to NZ IFRS, except
in specific areas allowed by NZ IFRS T exemptions. The most significant of these provisions is the exemnption from complying with
NZ [AS 32 Financial Instruments: Disclosure and Fresentation and NZ IAS 39 Financial Instruments: Recognition and Measurement
for the comparative period.

The preparation of interim financial statements in accordance with MNZ 145 34 requires management to make judgements,
estimates and assumptions that affect the application of policies and reported amounts of assets and lHabilities, income and
expenses. The estimates and associated assumptions are based on historical experience and various other factors that are believed

BASIS OF PREPARATION {CONTINUED}

to be reasonable under the circumstances, the results of which form the basis of making the judgements about carrying values of
assets and liabilities that are not readily apparent from other sources. Actual results may differ from these estimates.

These consolidated interim financial statements have been prepared under the historical cost convention except for the revaluation
of certain financial instruments {including derivative instruments).

Reconciliations and descriptions of the effect of the transition from previous NZ GAAP to NZ IFRS on the Group’s equity and its net
income and cash flows are provided in Mote 4.

The following specific accounting policies have a significant effect on the measurement of results and finandial position.

BASIS OF CONSGLIDATION
The Group financial statements consolidate the financial statements of subsidiaries, using the purchase method.

The purchase 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 Habilities incurred or assumed at the date of
exchange, plus costs directly attributable to the acquisition. dentifiable assets acquired and Habilities and contingent labilities
assumed in a business combination are measured initially at their fair values at the acquisition date irrespective of the extent of

any minority interest. The excess of cost of acquisition over the fair value of the Group’s share of the identifiable net assets acquired
is recorded as goodwill. I the cost of acquisition is less than the fair value of the Group's share of the net assets of the subsidiary
acquired, the difference is recognised directly in the income staternent. Any increase in ownership percentage after control is
obtained is accounted for as a step acquisition whereby the difference between the acquisition price and the acquirer's share of the
net assets acquired (incuding previously assessed fair value adjustments) is recorded as goodwill.

SUBSIDIARIES

Subsidiaries are entities that are controlled, either directly or indirectly, by the Company. Control exists when the Company
has the power, directly or indirectly, to govern the financial and operating policies of an entity so as ko obtain benefits from
its activities. In assessing control, potential voting rights that presently are exercisable or convertible are taken into account.
Subsidiaries are fully consolidated from the date on which control is transferred to the Group. They are de-consolidated from
the date on which control ceases,

Intragroup balances and any unvealised gains and losses or income and expenses arising from intragroup transactions are
eliminated in preparing the consolidated financial statemenits. Unrealised fosses are eliminated in the same way as unrealised gains,
unlass the transaction provides evidence of an impairment of the asset transferred.

FOREIGN CURRENCIES

Functioral presentation currency
The consolidated financial statements are presented in New Zealand dollars which is the Company’s functional currency.

Transacticns and balances — From 1 july 2004 to 30 june 2005

Transactions denominated in foreign currencies during the comparative year are translated to New Zealand dollars at rates of
exchange raling at the date of the transaction or at forward cover rates where spedfically identified. Amounts receivable and
payable in foreign currencies at balance date are translated to New Zealand dollars af rates of exchange at balance date. Foreign
currency fion-monetary assets are translated at exchange rates in effect when the amounts of these assets are determined.

The related non-monetary assets are translated at the dosing rate and the exchange difference is taken to the foreign currency
translation reserve except where a foreign carrency liability is designated as a hedge. Foreign exchange gains and losses resulting
from the settfement of foreign currency transactions and from the transiation at the year-end exchange rate of monetary assets
and liabilities denominated in foreign currencies are recognised in the income staterment.

‘Thy Matwrorh Telmdsan Lirsdted
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NOTES T0 THE CONSOLIDATED INTERIM FINANCIAL STATEMENTS £
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from 1 fuly 2005

Transactions in foreign currencies are translated at the foreign exchange rate ruling at the date of the transaction. Monetary assets
and liabilities denominated in foreign currendies at the balance date are branslated to Mew Zealand Dellars at the foreign exchange
rate ruling at that date. Foreign exchange differences arising on translation are recognised in the income statement. Non-monetary
ikems carried at fair value that are denominated in foreign currencies are translated to Mew Zealand dollars at the rates prevailing
on the date when the fair value was determined. Non-monetary items that are measured in terms of historical cost in a foreign
currency are not re-translated. Foreign exchange gains and losses resufting from the settfement of foreign currency transactions
and from the translation at the year-end exchange rate of monetary assets and Babilities denominated in foreign currencies are
recogrised in the income statement except where hedge accounting is applied and foreign exchange gains and losses are deferred
i eguity.

PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment is stated at cost fess accumulated depreciation and impairment osses except tand which is shown
at cost less impairment. Cost includes expenditure that is directly attributable to the acquisition of the items. Capitalised aerial
and satellite dish installations are represented by the cost of aerials, satellite dishes, installation costs and direct costs. Where parts
of an item of property, plant and equipment have different useful lives, they are accounted for as separake iterns of property, plant
and equipment.

Subsequent costs are included in the asset’s carrying amount or recognised as a separate asset as appropriate only when it is
probable that the future economic benefits embodied within the item will flow to the Group and the cost of the item can be
measured reliably. All other costs are recognised in the income statement as an expense as incurred.

from 1 July 2004 to 30 june 2005
The cost of property, plant and equipment includes any gains or {osses on maturity of forward carrency conbracts used to hedge
the property, plant and equiprment.

from 1 July 2005
Costs may also include transfers from equity of any gains or losses on gualifyving cash flow hedges of foreign carrency purchases of
property, plant and equipment.

DEPRECIATION

Property, plant and equipment is depreciated using the straight-line method so as to allocate the costs of assets to their resiciual
values over thelr estimated useful lives as follows:

Land Nit
Leasehold improvements 5 - 50 years
Buidings 50 years
Studio and breadcasting equipment 5 - 10 years
Decoders and associated equipment 5 years
Other plant and equipment 3- 10 years
Capitalised aerial and satellite dish instaflations 5 years

The capitalised satellite transponder leases are being depreciated over their useful lives of between 4 and 9 vears. The assets’
residual values and usefu] lives are reviewed, and adiusted if appropriate, at each balance date.

GOODWILL

Goodwill represents the excess of the cost of acquisition over the fair value of the Group's share of the net identifiable assets of
the acquired subsidiary at the date of acquisition. Goodwill is tested annually for impairment and carried at cost less accumulated
impairment losses. Gains and fosses on the disposal of a subsidiary include the carrying amount of goodwill relating to the
subsidiary sold. Goodwill is allocated to cash-generating units for the purpose of impairment testing. The SKY business is
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GOODWILL (CONTINUED)

considered to comprise only a single cash-generating unit. UHF and DBS {satellite) are both distribution platforms and as such do
not comprise separate cash generating units.

OTHER INTANGIBLE ASSETS

Broadcasting rights
Broadcasting righits, consisting of UMF spectrum licenses are recognised at cost and are amortised on a straight-line basis over the
tesser of the period of the licence term and 20 years.

Renewat rights
Renewal rights for programmes are capitalised and amortised over the period that any new rights are acquired. If a contract is not
expecied to be renewed the costs are expensed.

PROGRAMME REGHTS

Frogramime rights are recognised as an asset in the balance sheet provided the programme is available and the rights pericd has
commenced at the balance date. Long-term sports rights are executory contracts as the chligation to pay for the rights does not
arise untit the event has been delivered. Most sports rights contracts are, however, payable in advance and as such are recognised
ofily to the extent of the unamortised payment amount. Rights are amortised over the period they relate to, generally not
exceeding bwelve months. Any rights not expected to be utilised are written off during the period.

IMPAIRMENT OF ASSETS

Assets that have an indefinite useful life are not subject to amortisation and are tested annually for impairment and whenever
events or changes in circumstances indicate that the carrying amount may not be recoverable. Assets that are subject to
amortisation are tested for impairment whenever evenits or changes in circumstances indicate that the carrving amount may not
be recoverable. 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.

LEASES - FINANCE LEASES

Leases in terms of which the Group assumes substantially all the risks and rewards of cwnership are dassified as finance leases.
Assets acquired under finance leases are included as non-current assets in the balance sheet. The present value of the minimum
lease payments is recognised as an asset at the beginning of the lease term and depreciated on a straight-line basis over the shorter
of the lease term or the expected useful life of the leased asset. A corresponding Hability is also established and each lease payment
is allocated between the Hability and interest expense so as ko produce a constant period rate of interest on the remaining balance
of the fiability.

LEASES - OPERATING LEASES

Leases under which all the risks and benefits of ownership are substantially retained by the lessor are classified as operating leases.
Operating lease payments are recognised as an expense in the periods the amounis are payable. Lease incentives received are
recognised in the incorme statement as an integral part of the total lease expense.

FINANCIAL INSTRUMENTS

Finandcial assets and financial Habilities are recognised on the Group's balance sheet when the Group becomes a party to the
contractual provisions of the instrument.

Trade and other receivables

Trade and other receivables are recognised initially at fair value and subsequently measured at amortised cost using the effective
interest method, less provision for impairment. A provision for impairment of trade receivables is established when there is
objective evidence that the Group will not be able to colfect alt amounts due according to the original terms of the receivables.
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FINANCIAL ENSTRUMENTS {CONTINUED)

The amount of the provision is the difference between the asset’s carrying amount and the present value of the estimated future
cash flows, discounted at the effective interest rate. The amount of the provision is expensed in the income statement.

Cash and cash equivalents

Cash and cash equivalents comprise cash balances and call deposits with matarities of three months or less. Bank overdrafts that
are repayable on demand and which form an integral part of the Group's cash management are included as a compenent of cash
and cash equivalents for the purpose of the statement of cash flows.

Short term investmenis
Short term investments comprise calt deposits with maturities of three months or more but less than one year.

Borrowings

interest-bearing borrowings are recognised initially at fair value less attributable transaction costs. Subsequent to initial recognition,
interest-bearing borrowings are stated at amortised cost with any difference between cost and redemption value being recognised
in the income staterment over the pericd of the borrowings, using the effective interest method. Arrangement fees are amortised
over the term of the loan fadility. Other borrowing costs are expensed when incurred.

Capital notes

Capital notes are recognised intially at face value less costs of issue. Costs of issue are amortised over the period of the capital
notes. Subsequent to initial recognition, capital notes are stated at amortised cost with any difference between cost and
redemption value being recognised in the income statement over the period of the notes, using the effective interest method.
Capital notes are classified in the balance sheet as non-carrent fiabifities unless settlement of the Hability is due within twelve
months after the balance date.

Trade and other payables
Trade and other payables are initially measured at fair value and are subsequently measured at amortised cost, using the effective
interest method.

Derivative financial instruments and hedge accounting

{a) Managing finonciof risk
The Group's activities expose it primarily to the financial risks of changes in credit risk, foreign exchange rates and interest
rates. The Group’s overall risk management programme focuses on the unpredictability of financial markets and seeks o
minimise potential adverse effects on the Group’s financial performance. The Group uses derivative finandal instruments to
hedge certain risk exposures.

The use of financdial derivatives is governed by the Group's policies approved by the Board of Directors, which provide written
principtes on the use of financial derivatives consistent with the Group's risk management strategy.

(i} Credit risk
The Group has no significant concentrations of credit risk. Credit risk with respect to trade receivables is imited due to
the large number of subscribers included in the Group’s subscriber base. Derivative counterparties and cash transactions
are limited to high credit quality finandial institetions. The Group has policies that fimit the amount of credit exposure to
any financial institution.

(i) Foreign exchange risk
The Group is exposed to foreign excharige risk arising from various currency exposures primarily with respect to
the Australian dofiar and the United States dollar. Foreign exchange risk arises when future commercial transactions,
recognised as assets and Habilities are denominated 0 a currency that is not the entity’s functional currency. The net
position in each foreign currency is managed by using forward carrency confracts and foreign currency options and
collars ko Himit the Group's exposure to movements in exchange rates on foreign carrency denominated liabilities. The
Group's risk management policy is to hedge (&) 70-100% of fixed commitments for a petiod of up to 60 months
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FINANCIAL INSTRUMENTS (CONTINUED)
- principally fixed payment sports contracts and Optus lease payments and (b} a minimum of 85% of anticipated
transactions {foreign currency purchases} on a rolling 12 month basis, 35% to 45% on a rolling 13 to 24 month basis
and 25% to 35% on a rolling 25-36 month basis. Approximately 90% of anticipated transactions in each major carrency
qualify as ‘highly probable’ forecast transactions for hedge actounting purposes.

tiii} Cash fow and fair value interest rate risk
The Group'’s cash flow interest rate risk arises from long-term borrowings. Borrowings issued at variable rates expose the
Group ko cash flow interest rate risk. Borrowings issued at fixed rates expose the Group to fair value interest rate risk.
Group policy is to maintain approximately 45% to 909 of its borrowings in fixed rate instruments.

The Group manages its cash How inkerest rate risk by using Hoating-to-fixed interest rate swaps and swaptions. Such
interest rate swaps have the economic effect of converting borrowings from floating rates to fixed rates. Under the
interest rate swaps, the Group agrees with other parties to exchange, at specified intervals (quarterdy}, the difference
between fixed contract rates and floating rate interest amounts calculated by reference to the agreed notional principal
amounts. Occasionally, the Group also enters into fixed-to-floating interest rate swaps to hedge fair value interest rate risk
arising where it has borrowed at fixed rates.

{iv) Liguidity risk
Frudent liquidity risk management implies maintaining sufficient cash and cash equivalents, the availability of funding
through an adequate amount of committed credit facilities and the ability to dlose out market positions. The Group aims
to maintain flexibility in funding by keeping committed credit lines available.

{v) Price risk
The Group does not have any price risk exposure.

b

R

Accounting for derivative finonciaf instruments and hedging cctivities
From 1 july 2004 to 30 june 2005
The Group initially records derivative financial instruments at cost.

For foreign exchange instruments, only forward currency contracts and foreign currency options and collars that can meet

the conditions for hedge accounting according to the Group's policy for risk management are entered into. These derivative
financial instruments are revalued when the underlying asset or Hability is recognised, thus the gains and losses on derivative
financial instruments are incduded in the income staterment to match the recognition of the underlying hedged transactions.

For inkerest rate instruments, the Group entered into interest rate swap agreements with respect to specific borrowings
in which the swap is designated as, and {s an effective hedge under previous NZ GAAP, of the underlying borrowing.
Differential payments made or received with respect to interest rake swap agreements are recognised as a component of
interest expense in the period to which i relates. Realised gains or fosses on terminated swap agreements are expensed
to the income statement. Revaluation of swap contracts to market value was not recognised in the financial statements.

From 1 julfy 2005

Derbvative financial instruments are inftially recognised at fair value on the date a derivative contract is entered into and are
remeasured at their fair value at subsequent reporting dates. The method of recognising the resulting gain or toss depends
on whether the derivative is designated as a hedging instrument, and if so, the nature of the item being hedged. The Group
designates hedges of both firm commilments and highly probable forecast transactions as cash flow hedges. Changes in the
fair vatue of derivatives qualifying as cash flow hedges are recognised in equity. At the time of dedesignation ie. the period
that the hedged item will affect the income statement, amounits accumulated in equity are recycied in the income statement
or in circemstances where the forecast transaction that is hedged resulis in the recognition of a non-financial asset (for
example programme rights), then the gains and losses previously deferred in equity are ransferred from equity and

included in the initial measurement of the cost of the asset.
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FINANCIAL INSTRUMENTS {CONTINUED)

The Group documents at the inception of the transaction, the refationship between hedging instruments and hedged items,
as well as its risk management objective and strategy for undertaking various hedge transactions. The Group also documents
its assessment, both at hedge inception and on an ongoing basis, of whether the derivatives that are used in hedging
transactions are highly effective in offsetting changes in cash flows of hedged Hems.

The effective portion of changes in the fair value of derivatives that are designated and qualify as cash flow hedges
are recognised in equity. The gain or boss relating to any ineffective portion is recognised immediately in the
income statement.

Whean a hedging instrument expires or is sold, or when a hedge no longer meets the criteria for hedge accounting, any
cumulative gain or foss existing in equity at that time remains in equity and is recognised when the forecast transaction is
ultimately recognised in the income skatement. When a forecast transaction is no longer expected to occur, the cumulative
gain or loss that was reported in equity is immediately transferred to the income statement.

Fair value estimation

The fair value of forward exchange contracts is thelr quoted market price at the balance date. The fair value of interest rate swaps
is the estimated amount that the Group would receive or pay to terminate the swap at the reporting date, taking into account
current interest rates and the current creditworthiness of the swap counterparties.

The carrying amount of cash and bank, short term investments, payables and accruals, receivables and current pottion of
borrowings approximate fair value due to the short-term maturity of these instraments.

EMPLOYEE BENEFTS

Short term employee benefits

Employee entitlfernents to salaries and wages and annual leave, ko be settled within 12 months of the reporting date represent
present obligations resulting from employees’ services provided up to the reporting date, calculated at undiscounted amounts
based on remuneration rates that the Group expects to pay.

Terminatiorn: benefits

Termination benefits are payable when employment is terminated before the normal retirement date, or when an employee
accepts volunitary redundancy in exchange for these benefits. The Group recognises termination benefits when it is demonstrably
committed to either; terminating the employment of current employees according to a detailed formal plan without possibility of
withdrawal; or providing termination benefils as a result of an offer made to encourage voluntary redundancy. Benefits falling due
more than 12 months after balance date are discounted to present value.

Profit-sharing and benus plans

The Group recognises a liabifity and an expense for bonuses and profit-sharing based on a formula that takes into account the
economic value added by employees during the reporting period. The Group recognises this provision where contractually
obliged or where there is a past practice that has created a constructive obligation.

Share-based payment transactions

Share options may be granked to cerlain employees of the Group. The fair value of options granted is recognised as an employee
expense with a corresponding increase in equity. The fair value is measured at grant date and spread cver the petiod during which
the employees become unconditionally entitled to the options. The fair value of the options granted is measured using recognised
valuation methods, taking into account the terms and conditions upon which the options were granted. The amount recognised
as an expense {s adjusted to reflect the actual number of share options that vest except where forfeiture is due to share prices not
achieving the threshold for vesting in which case the expense is not reversed. As at 31 December 2005 the Group has not granted
any share options to employees.
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PROVISIONS

A provision is recoghised in the balance sheet when the Group has a present legal or constructive obligation as a result of a past
event, and it is probable that an outflow of economic benefits will be required to settle the obligation. i the effect is material,
provisions are determined by discounting the expected future cash flows at a pre-tax rate that reflects current market assessments
of the time value of money and, where appropriate, the risks specific to the Hability.

REVENUE RECOGNITION

a) Sales of goods and services
Revenue comprises the fair value of the sales of goods and services, net of goods and services tax and is recognised as follows:

Subscription revenue - over the period to which the subscription relates;

Advertising revenue - over the period in which the advertising is screened;

tnstallation reveniue - whern the installation has been completed;

Other revenue - when the product has been delivered to the customer or in the accounting period in which the
actual service is provided.

b} Interest income
Interest income is recognised on a time-propottion basks using the effective inkerest method, which is the rate that
exactly discounts estimated future cash flow receipts through the expected life of the finandial asset to that asset’s
net carrying amount.

TAXATION

Current income tax expense is recognised in these intetim consolidated financial statements based on management’s best estimate
of the weighted average annual income tax rate expected for the full financial year.

tncome tax expense represents the sum of the tax currently payable and deferred tax except to the extent that it relates to items
recognised directly in equily, in which case the tax expense is also recognised in equiky.

The tax currently payable is based on taxable profit for the year. Taxable profit differs from profit as reported in the income
statement because it excludes items of income or expense that are taxable or deductible in other years and it further excludes
items that are never taxable or deductible. The Group's liability for current tax is calculated using the rates that have been enacted
ot substantively enacted by the balance date.

Deferred income Eax is provided in full, using the Hability method, on temporary differences arising bebween the tax bases of assets
and liabilities and their carrying amounts in the consolidated financial statements. Deferred income tax is not accounted for if it
arises from initial recognition of an asset or Hability in a transaction, other than a business combination, that at the time of the
transaction affects neither accounting nor taxable profit or foss. Deferred income tax is determined using tax rates that have been
enacted or substantially enacted by the balance date and are expecied to apply when the related deferred income tax asset is
realised or the deferred income tax liability is settled.

Deferred income kax assets are recognised to the extent that it is probable that future taxable profit will be available against which
the temporary differences can be utilised.
GOODS AND SERVICES TAX (GST)

The income statement and staterent of cash flows have been prepared so that all components are stated exclusive of GST.
All items in the balance sheet are stated net of GST, with the exception of receivables and payables, which inciude G5T invoiced.
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NOTES T0 THE CONSOLIDATED INTERIM FINANCIAL STATEMENTS 2

i)

SEGMENTAL REPORTING

A segment is a distinguishable component of the Group that is engaged either in providing products or services (business
segmient), or in providing products or services within a particular economic environment (geographical segment), which is subject
to risks and rewards that are different from those of other segments. SKY's business is carried out solely in Mew Zealand and
provides only one distinguisable service i.e. the delivery of a multi-chaninel subscription tetevision service. Accordingly there are no
separate segments either o a business or geographic basis.

3. CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF ESTIMATION UNCERTAINTY

The Group makes estimates and assumptions concerning the future. The resulting accouniking 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:

a) Estimated impairment of goodwill
The Group tests annually whether goodwill has suffered any impairment, in accordance with the accounting policy stated
in note 2. The recoverable amounts have been determined based on value-in-use calculations. The value-in-use calculation
requires the Group to estimate the futare cash flows expected to arise from the cash generating unit and a suitable discount
rate in order to calculate present value. The value of goodwill at the balance date was $7,405 million {30 jJune 2005 and 31
December 2004; $830 million). Mo impairment loss has been recognised. Details of the value-in-use calculation are provided
in note 12,

b) Estimated life of technicat assets
The estimated life of technical assets such as digital set-top boxes and other broadcasting assets is based on management's
best estimates. Changes in technology may result in the economic life of these assets being different from previous estimates.
The Board and management regularty review economic life assumptions of these assets as part of management
reporiing procedures,

4. ADGIFHON OF NEW ZEALAND EQUIVALENTS TO INTERNATIONAL FINANCIAL REPORTING STANDARDS (NZ iFRS)

The Group's financial statements for the year ending 30 fune 2006 will be the Group’s first annual financial statements that comply
with NZ {FRS.

These consolidated interim finandial statements have been prepared in accordance with NZ IAS 34 Interim Financial Reporting,
and do not include all of the information required for full annual financial statements. They are also covered by NZ IFRS 1 Frst-time
Adoption of New Zealand Equivalents to International Financial Reporting Standards because they are part of the period covered
by the Group's first annual NZ IFRS financial staterents for the year ending 30 june 2006,

The adoption of these new and revised standards and interpretations has resulted in changes to the Group's accounting policias in
the following areas that have affected the amounts reported for the current and prior periods:

Capitalised installation costs NZ 1AS 16
Deferrad tax NZ 1A5 12

Programme rights and renewal rights NZ |1AS 38
Businass combinations NZ IFRS 3

Financial Instruments NZ 1AS 32 and NZ 1AS 39

The impact of these changes in accounting policies are described in detail befow.

in adopting NZ 1FRS the Group has applied NZ IFRS 1 which requires an entity to use the same accounting policies in its
opening NZ IFRS balance sheet and throughout all pericds presented in its first NZ IFRS financial statements. As sach, prior year
comparatives have been restated except where NZ IFRS 1 has allowed exemptions.

4. ADOPTION OF NEW ZEALAND EQUAVALENTS TO INTERNATIONAL FINANCIAL REPORTING STANDARDS {NZ IFRS)
{CONTINUED)

tn preparing its opening NZ IFRS balance sheet, the Group has adjusted amounts reported previously in financiat statements

prepared in accordance with its old basis of accounting {previcus NZ GAAP}. An explanation of how the transition from previous

NZ GAAP to NZ IFRS has affected the Group's financial position, financial performance and cash flows is set out in the following

tables and the notes that accompany the tables.

NZ {FRS T EXEMPTIONS ELECTED

The classification and accounting treatment of business combinations that occurred prior to 1 fuly 2004 has been reconsidered in
preparing the Group’s opening NZ IFRS balance sheet as at 1 July 2004, The Group has reconsidered business combinations that
occurred on or after 14 |June 2001, when INL acquired a controlling interest in SKY (premerger} of 66.35%. Business combinations
that occurred before this dake have not been reconsidered as allowed by NZ 1FRS 1. Exemptions from adopting the requirements
of NZ 145 32 and NZ IAS 39 have been taken up for the comparative period.
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RECONCIHLIATION BETWEEN PREVIOUS NZ GAAP AND NZ IFRS
Reconcifiation of balance sheet

As ar 1 july 2004

As at 31 December 2004

Az a1 30 fune 2005

Effect of Effect of Effect of
Previous warsltion L .. Previods transition L Frevious tratsiticon B N
it NZEr GO0 Nete NZ GAAP 10 NZ IFRS NZ IFRS NZ GAAP to NZ EFRS NZ IERS NZ GAAP to NZIFRS NZ IFRS
Current assets
Cash and cash equivalents 8,810 X 8510 22,944 : -.22,944 N 305,058 305,036 _.
Short term investments 316,370 310,370 292,992 | 292,992 - - T
‘Trade and other recaivables 48,723 L AGTZ 43,104 U a3,104 53,367 _ - 53367
Frogramme rights a 44,536 (26,893 7643 20,401 (3,600} f_:;_1_9_,69_1 . 40,197 (24,047} :.'.'__15315{} .
Derivative financial mstruments g - = R B S B . - 19 R 19
income tax receivable 858 " 850 - - . £41 “gat .
405,289 (26,893 378,356 379,731 (992 378,739 199,261 {24,028} 375,233
Mon-current assets TR R S
Property, plant and equipment b 284 085 (22,1143 261,951 25F72 (#0853 ) 236,319 245 383 (30,357} :_. 225,006
Other intangible assets c 31,197 3752 034949 29,425 1677 CA3102 27,743 2,883 31,626
Brand d 829,990 20990y £29,990 (©29,990) 1 eem 829,990 (829.990) e
Caadwil d - 820990 829,990 - 829,990 829,996 - 829,990 TB29,996
Deferred tax assets f - 15,15% .15,359 5,595 5,668 11,263 9,655 5464 : 15,115 .
1,145,252 (3,203 1,142,049 1,122,182 (11,508)  LI0,674 1,112,751 (11,010) 1,301,741
Totat assets 1,550,541 Gooss)  Aszeass o 1,501,913 pzsow  vassars oo 1.412,012 G538 1476974
Current liabilities S R TR
Trade and ather pavables 2 107,874 (34,403 . -.?3,4?1_ 82,061 {6,149 75,992 ) 15,482 (30,564} :'84,9'58 .
Horrowings 20,039 20,039 - 21,109 - 2nes . 23,737 - mar.
Derivative financial instruments e Frar R i ) 5 - 5187 5,157 - 6,621 U B62T
income tax payable 969 T 9g0 386 T s 1,814 - s
128,882 (26,702) 102,180 103,556 1992} 102,564 141,033 {23,943) 117,990
Non-carrent Jiabilities S e : T
Capitat notes 108,933 - U8l 109,404 - D H.A04 109,868 - 105,868
ferm borrowings 79792 79,792 22,962 12,962 12,429 T 1z,429
1BE 725 188,723 132,366 132366 122,297 - 122,297
Total fabitities 317,687 (26,702} 290,905 235,922 (2023 234,930 263,330 (23,243} 233387
Eqquity AEREE R L
$hare capital 222085 R22O55 223,055 - L 222,085 222,088 - 222085
fietined earnings h 991,020 (2657 98%,363 1,013,507 (©.010 1,004,497 994,141 (8,687 985,454
Total equity attributable to equity holders of the Company 1,215,075 {2,657 1,290,418 - 1,235,582 19,010} 226,552 1,218,196 {8,657} 1,207 508 -
Minority interast g/h 19,859 ran 19,122 30,429 (2,498} 293 32,486 (2,408) " 30,078
Tewlequity 1232934 G394 2mse0 L62990 (11508 CL2sedRs 1,248,682 (11095 1237587 -
Total equity and labilities 1,550,541 (30.096) 1,326,443 1,500,913 {12,500 485,413 TE1202 {35,038) 1476974
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RECONCILIATION BETWEEN PREVIOUS NZ GAAP AND NZ 1FRS {CONTINUED}

Reconcifiation of income statement

31 Pecember 2004 {6 months)

30 june 2085 (12 months)

Previcus Effect of Provious Effect of
NZ transition to . . NZ transitleny ko .
i NZE 000 Note CAAP NZ {ERS NZ RS TARP NZ IFRS NZ IFRS
Income . i
Residential satellite subscriptions 164,624 64624 338,158 338159,
Other subscriptions 43,411 43,471 86,031 86,031, .
installation 8,234 6,234 13,436 13,436 .
Advertising 16,269 - 16,268 E 35,504 :35594
Oither mcome 9658 9,658 19,139 19,339
240,256 240,256 . 492,359 492,359
Expenses S L
Programme rights a 71,033 (191} 0,842 140,848 {1063 T 542
Programime operatians 11,614 1,614 27,857 VBT
Subscriber management ) 31,41% 2,86% 14,282 23,6094 &,150 25844
Sales and marketing 12 BRY 12,889 26,431 26451
Advertising 5,153 ) 5,153 - 11,132 11,332 .
Broadcasting and infrastructure @108 _: 208 18,222 .18!222
Depreciation and amortization b 60,649 {4,054} 56,595 . 119,303 {8,038} 111,265
Corporate 7,798 - 7,798 18,508 18,508
189,655 {1,378} 188,279 388,795 {1,994 383,801
Operating profit 50,601 1,376 51,977 106,564 1,994 HiE 558
Financial income {expense} TR Lo
interest and other finandial income fexpense} 1,521 - 1,523 4,165 - 4165
fiealised exchange gain 354 - 354 307 - - 507
Uhrealized exchange oss {749 ’ {745} {2,130) {2,130
1328 - 1,128 2,542 2,542
Profit before tax 81,727 1,376 53,103 - 108,108 1,994 RERRILIE
income tax expense H 7,728 5,491 ."?}*,219 - 26,931 4,695 36,626
Profit for the pesiod B aspes 115y Tasesd U szavs @reny a4
Atrributable to: TR -
fouity holders of the Company h 33,429 (6,354 27675 ;' 49,649 (6,030} 53,619
Mincrity interest fi 10,570 (1,761} " g808 . 22,526 (,671y 20,855
Profit for the pesiod 43,599 (8,11%) " as,u84 82,175 (o 74474
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RECONCILIATION BETWEEN PREVIOUS NZ GAAP AND NZ iFRS {CONTINUED)
Explanation of material adiustments to the cash flow statement

31 Decembrer 2004 (6 months)

38 june 20085 {12 months)

Previous Effect of Presdous Effect of
NZ wansikion to o . NZ transition 1o L

In NZD 006 Note GAAP NZ IFRS MZ IFRS GAAP NZ {FRS NZ {FRS
Net profit 33,420 {6,354 27,075 59,649 {6,030} 53618,
Winority irterest in profit of subsidiary 10570 {1,761) R,80% 22526 {18471 ’ 20,855
Net profit after income tax 43,999 B315) :'35,_8_8&} ' 2175 {2,000} S 74474
Pius/{iess) non-cash items: : s e
Bepraciation and amortisation be £8,648 {4,054 D 583505 112342 {8,038} 111,304
Unrealised foreign exchange joss 748 -._.__?49 . 2130 -.__2_(330 .
Movement in provision for doubtful debts (17 R ATTs 288 288
Amaortisation of capital notes issue costs 474 - o . 934
Movement in deferred tax f {5,595} 9,441 (%,655) G695 s 40
Other nan-cash ems 1,697 {272 LTy
Wovement in working capital items: T
Fecervables (696} - 4,296 C 4,296
Payabies 3 (27,787 26,702 (1,085 5,847 . 5334?
Prewision for tax 267 - e 267 {760 - - {760}
Programme rights a 23,845 {26,893) E..(3,948) . 4,339 10e) L4233
ftems classified as investing activities - Tl (2B v .{289}
Net cash from operating activities GF 482 {2,869 94,613 27 BIS {6,150} 201,725
Cash flow {used in)/from investing activities {16,000 2,569 E ..(13,13?) 209327 6,150 -.-.235,8??.
Cashflow used infinancing activities 67348 - ey aa3se (141,356)
Met increase in cash and cash eguivalents 14,134 e 14,134 296,246 296,426
Notes ta the reconciliations
a.  Programme rights (note 14)

it NZD DOD 1-fuk-04 31-Dec-04 30-Jun-B5

De-recognition of programme rights classified a5 executory contiacts

Cost {51,786) (4,000} (46,094)

Amoetisation L 24,893 3000 22047
7 Total impact - decrease in programme rights - T 06898 (1000} T 24,047)

income statement impact - decrease in programme riglts expense L {191} {106)

Long term sports rights were previcusly recognised on an annual basis and amortised over 12 months. Since these contracis

are execatory contracts, the asset and Hability should only be recognised o the extent that the payment is due. Accordingly
both programme rights and payable and accruals {refer note 4e) have been adjusted to reflect the amount of the current
obligation. The impact on the income statement represents the difference between the unrealised exchange gain included in

creditors and the hedged value of the programme rights.
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b. Property, piant and equipment {note 10) d.  Goodwill on acquisition {note 12}

in NZD 009 1-ul-04 31-Dec04 30jun-05 in NZD 000 1jut-04 31-DecO4 30-fun-05
Capitalisation of overhead installation costs Re-apening of business combination june 2007 &l 7 68B £17,6588 617 BRB
Cost (83,264) (83,264} {83,391) Re-opening of business combination October 2003 212,302 212,302 212,302
Acrumulated depreciation 65,267 £8.085 ees64 LT fotal impact - ncrease in goodvatt 520996 829 950 o B2G 900
Net adjustrment (17,990 (12,175 (16,827
Reclassification of software to intangible assets Re-opening of business combination for INL ocguisition of SKY {premerger)
Cost {13,16%) {13,428} {14,608) As part of the NZ [FRS transition process the Group has decided not to apply the exemption for business combinations and to
Accumulated depreciation 5,052 9,754 11,078 re-open the business combination of June 2001 when INL acquired a controlling interest in SKY {premerger) of 66.2504. At the
 Net adjustenent _ RCELT) (3,530) time of acquisition the difference between the acquisition cost and INL's share of the net assets acquired was accounted for as

- Total impact - decrease in property, plant and equipmer - {20357 a “brand” intangible asset. NZ IFRS 3 allows previous business combinationss to be re-opened and in order to comply with NZ

CEEIT S

. '_mcome statement impact - decrease i depreciation L3RG IFRS 3 the Group has re-assessed the fair value of the tangible and intangible assets which existed at the acquisition date. The

income statement impact - increase in subscriber management costs - 8,150 intangible “brand” asset was identified as comprising the value of SKY {premerger) customer refationships. Based on valuation

methodology and assurmptions which existed at acquisitions date, these customer refationships have been assessed to have
A review of SKY's fixed asset register indicate that certain capitalised indirect overhead costs would not meet the definition of

property, plant and equipment under NZ 145 16. These costs have been identified and derecognised in accordance with NZ
AS 16. The opening adjustment on 1 fuly 2004 less deferred tax at 33% has been debited against retained earnings {refer

an immaterial value. As such the difference between the acquistion price and the fair value of the assets acquired has been
recorded as goodwill. No other material changes to the fair value of the acquired assets were identified.

) o The effect of re-opening the business combination on the Group’s balance sheet is as follows:
riote 4h}. The income statement impact represents the reversal of the depreciation booked on these assets and the increase

in subscriber management expense relating to the reversal of the capitalised costs. Purchase of controlling interest in [une 2001 of 66.25%

Software costs have been reclassified from property, plant and equipment to intangible assets in compliance with NZ 1AS 38.

Property, plant and equipment 159,001
¢.  Other intangible ossets {note 11) Other intangibles 22,201
Current assets 84 688
in NZD 806 1-jud-04 31-Dec0d 3gun-05
Current Eabilities {122 748)
Renewal rights T,608 1,808 1,608 Borrowings {Z278,362)
Other intangibies {532) {483} {408) Net assets acquired 64,780
New channet development {88) {66} 3N Less minority interest {21,504y
Satellite service costs (1,355) {1,676} {796) INL shara of net assets acquired 42878
Reclass of software from peoperty, plant and equipment 4,117 3,674 3,530 Less acguistion cost {660, 564)
* - Total impact - increase in intangible assets ~ - - 3752 el mers ooagss Acquired goodwill - (note 12} 617,688

“income statement impact - tecrease i amortisation - (367 {7183

Acquisition cost is made up as foliows:

26

Renewal rights incurred in June 2003 were previously expensed. Under NZ 1AS 38 these costs should be capitalised and ook value of investment in associate at date of acquisition 358
amortised over the pericd of the future rights. The opening adjustment on T july 2004 less the deferred tax at 33% has been SKY (premerger shares purchased for cash 128,310
credited to retained earnings (refer note 4h). No depreciation has been charged to the income statement since the period of SKY (premerger) shares puechased by issue of shares 156,536
he fghts has ot yet commenced. T 50,564

MZ IAS 38 allows only separately identifiable intangible assets to be recogrised. A review of intangible assets indicated
that capitalised costs for new channe! development, satellite service development and some of the other capitalised costs
included in other intangibles do not meet the definition of an intangible asset and they have therefore been derecognised.
The opening adjustment on 1 fuly 2004 lass the deferred tax at 33% has been debited against retained earnings (refer
note 4h}. The income statement impact represents the reversal of the amortisation booked on these assets.

‘Thy Matwrorh Telmdsan Lirsdted

Purchase of additlonal interest in October 2003 of 12.85%

Fauity of SKY {pramerger) at acquisition date 24 October 2003 64,010
INL additional share of SKY {premerger) equity (12.05%) 7.3
CReSSAacqUIION COSL (220013)
Acguired goodwil - (note 12) 212,302

lawwerirer Ragpart S 2005




%
4

A

£

NOTES TO THE CONSOLIDATED INTERIM FINANCIAL STATEMENTS £

28

Puyables and accruofs

in NZD 806 | ETEE 31-Decf4 38un-85
Darecognition of creditors refating to programme nights {26,702 {1,0003 {23,562)
Redtassification to derivative financial instruments - current assets - g e
Reclassification to defivative Financial instrements - cuerent Habilities {3,700 {5,157 (68,6213
Total impact - decrease in payables and accruals {34,405 {6,149 {30,564}

The derecognition of programme rights results in a corresponding derecognition in payables and accruals. These contracks
are executory contracts which are payable quarterly in advance. As such they do not meet the definition of a Hability under
MZ IAS 37. Accordingly, both programme rights and accounts payable (refer note 4a) have been adjusted to reflect the
amount of the current obligation.

Deferred fox (note 13)
The above changes increased {decreased} deferred tax as follows based on a tax rate of 33%:

in NZD 806 1-jud-04 31-Dec-04 3gun-05

Property, plant and eguipment 5,93¢ 5,669 5,553

Renawal rights {331) (5313 {531
Other intangibles 176 153 135

Mew channel development costs 28 22 1%

Satellite service costs 447 355 262

Previcusly unrecoqnised deferred tax asset {note 8) 5,037

Programene rights 63 - 28

Tetal impact - increase in deferred tax asset 15159 5,608 5,464

Itnpact on the income statement s a5 follows:

Property, plant and equipment 270 igs
Intangible assets 121 237
Previously unrecognised deferred tax G037 9,037
Programene rights &3 35
Total impact - increase i ta expenge T RS o 401 6,505

Under previous NZ GAAP the Group did not recognise deferred tax assets since realisation of these assets was not virtually
certain due to the Company’s history of operating losses. In accordance with NZ 1AS 12 such assets are recognised as deferred
tax assets ko the extent that it is probable that future taxable profits will be available against which the asset can be utilised.
The effect of the change at the transition date is an increase in the deferred tax asset of $5,037,000. This asset had been
recognised in full in the previous annaal finandial statemnents for the year ended 30 june 2005,

Minority interest (note 18)

in NZD 806 104 31-Dec0d 3un-05

Minority interest percentage L 21.7% 21 M4
Impact of NZ FRS adjustments on minodity interest {refer 4h) {730 {737y {730
Impact of NZ IFRS adiustments on minority share of profits - {1,761} (e
Tetal impact - decrease in minority interest {737} {2495 2 I8y

‘Thy Matwrorh Telmdsan Lirsdted

h. Retoined earnings {note 17)

Property, plant Renewat  Other intangihle Deferred tas Progranme
In NZD 008 and eoigment rigghits assels asset rigghts Total
At 30 June 2005
Adjustment to retained earnings {16,827} 1,608 {1,255} 4037 {85} {7,522}
Beferred tax 5,553 {531 414 {2037 28 {3,575
ket Impact o equity (11,274) 1,077 (B4t} - {57} (11 .G05)
Attributable to minority interast {2440 234 (183} - {12} (2,408)
Attribuiable to equity holders {8,827 B43 (858} - {45} (B,687)
Total {11,274} 1,027 (B41} - 57 {11,095)
At 31 December 2004
Adjustment to retained samings {17,179} 1,608 {1,605} $.037 - (8, 139)
Deferred tax 5669 G s Qo " (3:369)
Net impact on equity 11,5180 TR {10751 - - (11,508)
Attributable to minority interast {2,499} 234 (233} - - (2, 498)
Attribuiable to equity holders {9,011 B43 (B42) - - (2,010
Total 11,513 1,027 {1,075} - - {11,508
At T July 2004
Adjustment to retained eamings (17,997 1,608 {31,873} 4037 {151} {4,5186)
Beferred tax 5,939 (&3 g5t - 63 g2
et impact on equity {12,058} 1oAY {1,322} G037 {128} {3,304)
Attributable to minasity interast {2810 234 (287} 1,983 {28} {739
Attributable to equity holders {9,447} B43 {1,035} 7078 {100} (2,657)
Total {12,058} 1,027 {1,322 9,037 {128} (3,394
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5. SEGMENT REPORTING

The Group operates as a single business segment being a multi-channel subscription television service in New Zeatand only.

6. DEPRECIATION AND AMORTISATION

b NZD 000 31-Dec-05 31-Decf4
Depreciation of property, plant and equipment frote 10} e 52,547 58,850
B2 IFRS reclassification o intangible assets . {702
P L effect of SN2 [FRS adjustment - capitalised installation costs {note 48) {3,880
Amorisation of intangibles {note 13} 1,75%
NZ IFRS rechassification from progerty, plant and equipment - 702
P8 L effect of derecognised intangibies (4c) L (367
e 54,741 56,595

7. FINANCE COSTS (NET)
B MZE D00 31-Dec-H5 31-Dec4
interest Meome 688 9,758
intarest expensa {25319 {6,780
interest expense on finandal leases {1,451
Healised foraign exchange gain 54
Uraalised foreign exchange loss {749
interest rate swaps - heid for trading -
S (24,745) 1,126

8. INCOME TAXES

The tax on the Group’s profit before tax differs from the theoretical amount that would arise using the weighted average tax rate
applicable to profits of the consolidated companies as follows:

in NZD 000 31-Dec05 31-Dec-04
Profit before tax 44362 53003
Prima facie tax expensa at 339% . . 17,524
Non deductible expenses 32
Temporary differences not previcusly recognised (8,650
Prior year adjustment {420
Benefit of tax lossas naot previously recognised {2,304)
Deferred tax asset not previously recognised {note 45 5,037
fncome tax expense - it
Aliocated between A

Current tax payable RN /%A L 13,323
Deferred tax {note 13) L (3,033) 3,896
fncometaxexpense 14,686 17,219

‘Thy Matwrorh Telmdsan Lirsdted

B, INCOME TAXES ( CONTINUED)

TAX LO5S REMIMBURSEMENT TO 3KY (FREMERGER)

Frior to the merger, INL and SKY {premerger) were members of the same Group for Mew Zealand income tax purposes and
had an agreement for SKY {premerger} to elect to transfer to INL tax losses incurred after 7 July 2007, INL compensated SKY
{premerger) for the tax losses ransferred at their tax value as and when SKY {premerger) became liable to pay income tax
using the corporate kax rate applicable in the year of offset. This arrangement received a binding ruling from the Inland
Revenue Department. In respect of the June 2003 year, losses amounting to 348,638,000 were offset at a tax value of
$16,050,000. This brought the total tax compensation amount under the agreement to $33,589,000. No tax oss offset
occurred for the 2004 year.

For the year ended 30 fune 2005, INL paid $22,141,000 of the compensation due to SKY {premerger), leaving a further
311,448,000 due as at 30 June 2005, This amount was paid to SKY (premerger) on 1 July 2005, as part of the amalgamation
arrangements. in addition to the $22,141,000 compensation paid in cash SKY {premerger) accrued a further 39,692,000 for
accounting purposes at 30 june 2005 and this was reciprocated by INL, to bring the tolal reimbursement for accounting
parposes for the year ended 30 June 2005 to $31,833,000. The amount of $11,448,000 paid to SKY {premerger) has no
impact on the financial statements as it is eliminated as an intragroup transaction as part of the merger accounting.

9. EARNINGS PER SHARE

BASKC EARNINGS PER SHARE

Profit attributable to ordinary shareholders
Basic earnings per share is calculated by dividing the profit attributable to equity holders of the Company by the weighted average number of ordinary
shares in issue during the period.

In NZD 000 ’ 3i-Decgs 3t-Dec-0d
Profit attributable to the shareholders of the Company _: . :"29,&?6 2r07s
Weighted average number of ordirary shares on issue {thousands) 389140 164,699
Basic earmings per share {centsy T 7.63 742

Weighted average number of ordinary shares

MNumber of shares

SR - 364,698,867
369,139,785 364,698,867
389,139,785 - 364,698,887

tssued ardinary shares at beginning of pericd
tssued ordinary shares at end of perdoed (note 15}

Waighted average number of ardinary shares

Shares o issue at 31 Decernber 2005 reflect those of SKY {as a result of the merger) whereas the shares on issue at 31 December
2004 reflect those shares issued by INE.

DILUTED EARNINGS PER SHARE

Diluted earnings per share is calculated by adjusting the weighted average of ordinary shares outstanding to assume conversion of
alt dilutive potential ordinary shares. SKY had no difutive potential ordinary shares during the period. In the comparative period to
31 December 2004 INL had no dilutive ordinary shares.
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10, PROPERTY, PLANT AN EQUIPMENT

Land, bufidings Broadcasting Drecofers & Capltabised Other L

& feasefhiokd & studin Sarefiee assoclated instatiation plant & -, Totat
iy NZE GO0 impro (i transponders efuipment costs eguipment cost
Cost . e
Balance T july 2005 19,820 73,682 38,028 132,678 420,537 31,596 :1,915,6{}1 :
NZ ERS adjustments (hote 4b) - - - - {83,391 ; {83,351)
MZ IFRS reclassification to intangible assets - - - {14,608 - (14,608)
Adjusted opening balance 19,820 FENSo 38,028 132,678 337148 18,948 97602
Additions T4 £,575 583 12,033 16,933 1818 o “3Bd434
Disposals vy {10,661 - (5,425) {1,480 {56} B {17,3303
Balance at 31 December 2005 20,066 69,6048 138,711 334,288 352,589 18,848 938,106
Accumulated depreciation S ER
Balance T july 2005 3,608 54,397 04,334 263,681 321,508 P At L F0238
#2 RS adjustments - - - - 166,564 :_ (66,564}
MZ IFRS reclassification to intangible assets - - - - {17,078 L8
Adjusted opening balance 3,608 54,397 04,334 263,681 254,944 11,632 : 692596 .
Deprediation for period 44 4,003 14,039 t 404 18,251 + 506 o 52,_5??‘____
PEL effect of NZ RS adiustments - - - - - - L e
Disposals {284} {10,862 4 (1,834 {1,480 {3,655) A L]
Balance at 31 December 2005 3668 47,738 115,377 278,248 2rt, 05 12,483 - 727,219
Net book value 33 Becember 2005 16,398 21,868 23534 e3ms so884 6365 211,887 -
Net book valse 1 July 2003 15,462 19,295 33,694 68,997 99,029 5 886 - 245,363
Net adjusted book vatue 1 July 2005 15,462 19,295 33,894 68,947 B2 5,356 225006

10. PROPERTY, PLANT AND EQUIPMENT {CONTINUED)

Land, buttdinrgs Broadcasting Pecoders Lapitalised Other EE

& feasehold & studio Sateflite & assodiated instaliation plant & ... Toal
In NZD 000 IMPEOVEIMEnts eEiFment tratsponders EQUEDMENT faal3144 SCEHPTIENL sl
Cost Sl
Bafance 1 july 2004 13,439 &7,108 134,339 328,284 384,260 28,476 F55,504
N2 IFRS adjustments (rote 4b) - - - - {83,264) - (83,2643
M2 SRS reclassification to intangible assets - - - {13,16%} {13,165
Adjusted opening balance 13,439 &7,108 134,339 328,284 300,9% 15,307 859,471
Additions BY5 &7B a48 9,062 4,808 202 .: .26,36_6 .
Disposals - - - - - R
Bafance at 371 December 2004 4,314 &7, 784 134,987 337,348 E5R%7 15,508 BESE37
Accumulated depreciation e
Bafance 1 july 2004 3249 48,942 B4, 839 238,744 276,208 19,857 5?1,839 .
M2 3RS adjustments - - - - {65, 2673 :(6_;5,26?)
NZ IFRS reclassification to intangible assets - - 5,052} ’ (9,032
Adjusted opening balance 3,249 48 347 4,839 238 744 ZE0 941 10,805 597,520 -
Depreciation for period LY 2,959 9,747 21,563 22985 475 58,890
NZ IFRS reclassification to intangible assets - - - - - {702y o .:{?02)
PEL effect of N2 IFRS adjustiments - - - - (3,687 - {3687}
Brisposals - {123y 12,200} - {130} ) .(2,503)
Batance at 37 December 2004 3,410 51,728 84,588 2581407 230,239 11,448 .649,518
Net book vatue 31 December 2004 vooos 16058 .4’3!4{}1 . . sy " ssess 4061 o 236,319
Net book value 3 july 2004 10,190 18,164 49,500 BS540 108,052 8,819 284 065
Net adjusted book value ¥ July 2604 10,190 18,184 44,500 B9.540 90,055 4,502 261,951

The latest independent valuation of land and buildings prepared by Darroch Valuations Limited, registered independent valuers,

in July 2005 records a value of 31 3 million. The book value of land and buildings, excluding leasehold improvements, was

$8.8 million. The directors consider this valuation to be a reasonable basis for the assessment of fair value.
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11, OTHER INTANGIBLE ASSEYS

As part of the NZ 1FRS conversion adiustments it was determined that new chiannel development, satellite service costs and
some components included in other intangibles did not meet the NZ IFRS definition of an intangible asset and accordingly these
intangibles have been written off as of the date of transition (note 4¢c).

Broadcasting New channel Renewat Satedlite Other
i NZE GO0 Software rigghts develtopment righits Service costs intangibes
Cost
Balance T july 2005 - 2,309 8D 35 480 4,519 1,591
82 RS adjusements - - (Fa0} 1,608 4,519 g
82 IFRS reclassification from property, e
plant and equipment 14,808 - 14,608
Adjusted opening balance 14,6808 2,308 - 37 ORR - 811 . 54816 .
Additions/{dispesals) 1,002 - 3 a7
Halance at 31 December 2005 15,680 2,309 37088 814 . 55,851
Accumulated amoriisation R .
Balance T july 2005 - 1,733 229 4,848 3,723 fix) ) - 16,436 '
NZ IERS adjustments - - (229} - £3,723) (3rzy (a324)
NZ |ERS reclassification from property, R
plant and equipment 11,028 - 11,0678
Adjusted opening balance 11,078 1,733 - 4,848 - 531 S 2RI90
Amotisation for period a0% 59 1,328 o .2,194
falance at 31 Dacomber 2004 11,887 1,792 1, Er4 5351 5,384
nNet book value 31 December 2003 3,793 517 - 25914 - 283 30,507
net book value 1 July 2003 576 51 25,632 96 £88 27743
MNet adjusted book vatue 1 July 2005 3,530 578 - 27240 - 280 31,626

11 OTHER INTANGIBLE ASSETS {CONTINUED)

Broadcasting Mew chatwnel Renewal SateHite Other e T{-‘Lai
In NZD 008 Software rigghts development 1ighes sedviCE CO5tS intangibles cosi
Cost et
Bafance 1 july 2004 - 2,309 280 35,480 4,519 1,488 . _;44,{}?6
M2 FRS adjustments - - {280 1,608 (4,519 ity {3,984,
ME IFRS reclassification from property, EE
plant and equipment 13,169 - - - 13,169
Adjusted opening bafance 13,369 2,308 - 37,088 - 595 - 53,261 -
Addditions/(disposats} 259 - - (12 Y
Bakance at 371 December 2004 13,428 2308 37,088 883 53,508
Accumulated amertisation S
Bafance 1 july 2004 - 1,614 194 FALY 3ied FaLt f'_u,an .
M2 FRS adjustments - - HEk-no] - (3,164 {281} (A6
N2 RS reclassification from property, A
plant and equipment 4,052 - - 9,032
Adjusted openirg batance @052 1,614 - FALY - 449
Amortisation for period - & 261 1,328 279 5
M2 3RS reclassification from property,
plant and equipment 72 - - - - - .
N2 RS adjustments - (20 - {276y (68} aen
Balance at 31 December 2004 & 154 1,674 - 8522 456 20,406
et adjusted book value e
31 December 2004 3674 £35 28,566 227 33,102
Net book value 3 fuly 2004 - 95 43 28,283 1,355 I8 E1R
Net adjusted book value ¥ July 2604 4317 HI5 - 29 891 246 34,545
12. GOODWILL
In NZD 0D
Goodwill arisirg from re-opening of business acquisition
Coodwill on acquisition in 2007 (note 44} &17 688
Gioodwili on acquistion of 12.05% of SEY {premerger)
o 24 October 2003 {note 4d) 212302
Balarce at 31 December 2004 and 30 June 2005 829 990
Coothwili arsing from merger transaction on 1 July 2005 (hote 27) 5¥5 109
Batance at 31 December 2005 e - 05,168

The Group tests goodwill annuaally for impairment, or more frequently, if there are indications that goodwill might be impaired.
The key assumptions for the value-in-use calculation are those regarding the discount rates, subscription rates and expected churm
percentages and any expected changes to subscriptions or direct costs during the period. Management estimates discount rates
using post-tax rates that reflect current market assessments of the time value of money and the risks specific to the business.
Growth rates are based on expected forecasts and changes in prices and direct costs based on past practice and expectations

of fukure changes in the market.

The Group prepares cash flow forecasts derived from the most recent financial budgets approved by management for the next ten
years and incorporates a present value calculation. The rate used o discount forecast cash flows is 9.7%. Growth rate is based on
an annual net gain in subscribers of 35,000

‘Thy Matwrorh Telmdsan Lirsdted
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13. DEFERRED TAX

current and prior reporting petiods.

The following are the major deferred tax Habilities and assets recognised by the Croup, and the movements thereon during the

Forward Falr

Flxed CURrENcy value Tax
i NZE GO0 255t CONWRLLS Othet adjustments jossies
At 1 july 2005 12,224 {3,240} Y41 - -
Prior year N2 IFRS adjustment credited to
mcome staterment {386) - {272 - -
M7 IFRS adjustments credited direct to aquity 5,839 - Ta3
Adjusted opening balance 17,737 {3,240} 582
NZ IAS 39 hedgirg adjustment
credited direct to equity - - 2387
Credited to income statement {nofe B) s 1,804 514
Batance at 31 December 2005 waer asm ievs aser
At 1 uly 2004
Opening M2 FAS adjustment credited
direct to equity 5,839 Ta3 -
M7 IFRS adjustment - recoguition of previously Lo
unrecognised deferred tax G152 {2,428} 03 1,808 9037
Adjusted opening balance 15,08 {2,428} 656 1,808 15,139 .
NZ IFRS adjusement charged SRR
to income staternent {27 - {184 - £454)
feversal of opening NZ RS adiustment TR
through income statement {2,153 2,426 {503y (1,808} {5,037}
Credited/(charged) to income for : S
the period 11,723 (6,586} 758 - . 550
Botance at 31 Decomber 2004 ez wss goy L -
At 1 uly 2004
Opening M2 FAS adjustment credited
direct to equity 5939 183 -
M2 IFRS adjuskment - recognition of
praviously wwrecogiised deferred tax @152 {2,426} 503 1,808
Adjusted opening balance 15,01 {2,428} 688 1,808
M2 IFRS adjustment charged
o income statement {388) - {272 -
Rewersal of opening NZ RS
adjustment through income statement {2,155 2426 {5033 {1,808}
Credited(charged) to equity for the pariod 12,224 £3,2400 71
Batance at 30 Jure 2605 177 {3,2401 582

‘Thy Matwrorh Telmdsan Lirsdted

4. PROGRAMME RIGHTS

31-Dechs - 31-Dec-04 30-fun-05
S y HZ EFRS Adjusted NZ {ERS Ad|usted
In NZD 008 Opening adjusement Balance Opening anfustment Batance
Cost .'_51,539 : &80,044 {4,000 56,044 101,365 {46,094} 55,271
Amaortisation 34,962 39,353 {3,000 36,353 81,168 {22,047} 312
Net book value 16,627 28,69 {1,000 15,6891 40,197 {24,047} 16,150

15. SHARE CAPITAL

MNumber of Ordinary shares

shares (D) (NZE DO

Shares on issse on § uly 2004, 31 December 2004 and 30 june 2005 i64 699 222055
Cancellation of shares as result of merger transaction on 1 july 2005 {364,699) {119 384)
Exchange ML shares For SEY shares 504 837 3{)26}"2
termination of executive share options - (%,038)

fssue of shares to 3KY (premerger} sharehoiders 84,243 484,395
Esstee ¢osEs charged against share capital - (623}

Ghares on issiie on 31 Decomber 2005 . .33911 a0 577 403

The Company issued 389,139,785 shares on 1 July 2005 in accordance with the scheme of arrangement {refer note 27).

INL shareholders received 0.836 shares in the Company for each INL share held and SKY {premerger) shareholders excluding
INL received one share in the Company for each SKY {premerger) share held. In addition shareholders received cash payments
as compensation for their shares in INL and SKY {premerger}. The total shares issued on 1 july 2005 equals the number of

shares on issue in SKY {premerger) prior to the arrangement.

The payment made to INL shareholders of $649.164 million has been treated as a return of capital and allocated between retained

earnings and share capital on the basis of premerger equity.

SHARE GPTIONS

SKY {premerger) had issued 1.7 million ordinary shares at $2.10, partly paid to $0.01, to a trust, for purchase by certain directors
and executives of SKY {premerger} under an equity partidpation plan. Options to purchase T million shares at 32.10 per share had
been previously exercised. At 30 Jure 2004 the remaining 0.7 million ordinary shares were held in trust by Sky Mominees Limited
for possible future allocation. On 17 December 2004 Sky Nominees Limited was amalgamated with SKY (premerger) and the

700,000 ordinary shares partly paid to $0.01 were deemed cancelled on date of amalgamation.

Between Decernber 1997 and November 2001 SKY {premerger) had also granted a total of 5,930,000 call options for purchase
by certain directors and executives of which 3,700,000 had been exercised by 30 June 2005, leaving 2,230,000 outstanding.
These options were cancetled for consideration totalling 39,038,614 on T uly 2005 as part of the SKY {premerger) and

INE merger arrangements,
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16. HEDGING RESERVE

i NEZEY GO0

F1-Decf5

Adaption of M2 A8 37 and NZIAS 39 cash flow hedges at 1 juby 2008
Deferred tax on balance

C759

Met opening balance at 1 July 2065
Cash fiow hedges

- {1L0615)

Fair value gains during the pariod _:

Transfer to basis price adjustment . T3,031)
Deferred tax 1335

Batance at 31 Decomber 2005 e 4495
17, RETAINED EARNINGS

B MZE D00 31-Dec-05 31-Dec-f4 39-un-08

Opening balance 985,454 . 991,020 991,020

Adoption of M2 A5 39 - fair value adiustment L (309

dinorty share of adjusbments on 1 faly 2005 {note 18) - -
Capitalized installation cosks {MFIAS 18} {12,058} {12,058)
Programme rights (NZ [AS 38} {1283 {128)
Recognition of unrecognised tax losses (N2 [AS T2) o G057 Q037

Rerewal rights (NZ IAS 38) 1,077 10X

intangibies (NZ IAS 38} (1,322 £1,322)
ddinority interest share of adjustments - EEY 37

Adjusted opening balance 986,772 SRS, 363 088,363

Termination of executive share aptions CUh957 _

Exchange IML shares for SKY shares (529, 780) - -
Add net profit for the period : 2‘9‘,&?6 ZF078 53,619

Less dividends paid L £10,241) (56,528)
Balange 1 ;&38,625 ”1,004,49? ------ 085, 454

18. MINORITY INTERESY

B MZE D00 31-Dec-05 31-Dec-f4 39-un-08

Opening balance L3078 19,859 19,859
Minority share of opening MZ 1ERS adjustments (note 4g) T ey 730 737
Adjusted opening balance . 28,451 - 19,122 19,122
Add minogity share of termination of share options B {1,957} -
Minority share of profits (note 4) Co B ' 8,809 20,855
fess dividend paid to minority - {10,529
Contribution by minority e 630
Less dispasal of minpsity interest - merger transactinn {note 27) L6 454 - -
Batance - 25051 34078

19. BORROWINGS

In NZD 000 F1-Dec05 3t-DecOd 30-jun-05

Lease lizhilities

Currant 23,737

Mon current F2429
LA .78

Bank leans

Mon current -

Lapital notes

Currant

Mo CLren o 109868

‘105,309,000 (31 December 2004 and 30 June 2005 1110760000 - - o R

rotes at 51,04 at amortised cost including transaction costs 104 868

Repayment terms

Lease lizhilities

Within T year 23,737

-2 years AL 12429

Total foase BaBIlIfiag « - o oot N . a6, 168

Bank leans

3-5 years -

Tetal bank foans

LEASE LIABILITIES

tnterest rates on the Australian dollar denominated transponder finance leases varied in the range of 6.19% to 13% (31 December
2004 and 30 june 2005: 6.1% to 13%). The lease Habilities are secured by the leased assets.

BANK LOANS

tn |une 2005 SKY {premerger} refinanced its bank facility to a NZD 610 million negative pledge five-year revelving credit and an
AUD 40 million letter of credit facility provided by a syndicate of banks comprising ANZ Nationat Bank Limited, Bank of New Zealand,
Commonwealth Bank of Australia and The Toronto-Dominion Bank. The facility was drawn to 3500 million at 31 December 2005.
tnterest is charged on drawing under the facility at a rate between 375% and .60% per annum above the average bid rate for the
purchase of bank accepted bills of exchange. There is also a commikbment fee payable on the undrawn balance of the facility of
betweert .175% and .30% per annum. There are no required repayment tranches of the facility. The faclity can be partially or fully
cancellad at SKY's discretion.

Covenants in the bank facility: i) Himit 5KY's ability ko dispose of its assets, although certain disposals are permitted, such as the
disposal of certain assets in the ordinary course of business; (i) prohibit SKY from investing, commencing business or acquiring
material capital assets oukside its core business; {jii} prohibit SKY from materially changing its Hcensing, exclusivity rights; and {iv}
impose miks on additional external borrowing. it is an event for review under the joint facility agreement if Mews Corporation
owns less than a 27.5% sharsholding in SKY.

No secarity other than a negative pledge over the total Group’s assets has been provided.

‘Thy Matwrorh Telmdsan Lirsdted
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19. BORROWINGS (CONTINUED)

CAPITAL NOTES

On 15 fuly 2005, 5,767,000 capital notes were repaid as part of the merger transaction between INL and SKY {premerger)
at a price of $1.0177 per capital note. The remaining 105,309,000 capital notes continue to be listed on the New Zealand
Debt Excharige. The capital notes mature on 15 October 2006,

20, DERIVATIVE FINANCIAL INSTRUMENTS

C L 3Dec0S 31-Dec04 30-jun-05

iy NZE GO0 Aty Lighilities Assiets Liabitities Assts Llahilities

e _ _ i
e - - -

interest rate swaps - cash fow hedges

interest rate swaps - held for trading

Forward foretgn exchange contracts

- cash flowr hedges __{5(399) . - -
Forward foretgn exchangs contracts S

- held for tra_tdi_n_g o - 43,5598) ) B (s18n 19 _ (68,6217
Balance ' (A g T 5,157 19 (6,621)
Analysed as:

Current ) - 5 (4,315) 19 (6,261)
Non cursent e 3 (822) (360)
Batance 1,309 {12,141) 8 .{5,35?) ....... 1% (6,621}

Gains and losses in equity on forward foreign exchange contracts as at 31 December 2005 will be released to the balance
sheet account relating to the hedged asset or liability as a basis price adjustment at the same time that the hedged asset or
Hability is recognised on the balance sheet. The basis price adjustment is subsequently amortised over the same period as the
hedged item. The notional principal amounts of the outstanding interest rate swaps and swaptions were 3180 million and
$100 million respectively.

At 31 December 2005, the fized interest rates vary from 6.5% to 7.5% and the floating rates are based on NZD BBR
{31 December 2004 and 30 June 2005 — 6.1% 1o 6.85%).

21, EMPLOYEE BENEFITS

SHARE BASED PAYMENTS

As at 30 june 2005 SKY {premerger} had 2,530,000 share options outstanding. The transitional provisions for NZ IFRS 2 Share
Based Payments allow an exemption from requirements to recognise share based payments in the financial staternents for share
option arrangements granted before 7 November 2002. All share options existing in SKY (premerger) were issued prior to the
transitional date and accordingly no adjustment has been made under NZ IFRS for share based payments.

As part of the merger fransaction with INL on 1 july 2005 (refer note 15) $9,039,614 was paid to option holders to terminate the
options held by four company executives {one former} and two directors.

22, PROSPECTIVE FINANCIAL INFORMATION

The prospective summary information provided in the Information Memaorandum published on 12 May 2005 relates to the 12
month period ending 11 May 2006 and as such is not comparative to the results published in these consolidated interim financial
staternerits. Current financial performance exceeds the forecasted performance. Appropriate comparative information will be
provided in the annual report as at 30 june 2006,

‘Thy Matwrorh Telmdsan Lirsdted

23, COMMITMENTS

In NZD 000 F1-Dec05 3t-DecOd 30-jun-05

Operating leases: : [
Year 1 CL40 oz 987

Year 2 816 997
Year 3 585 43
Year 4 807 620
Year § : 452 345
Later than § years 1730 1,880 1,725
5525 3,467 5415
LContracts for transmission services: N
Year 1 9302, 8,708 8627
Year 2 BESS 8,585 8,627
Year 3 U733 7,670 7,622
Year 4 7338 6,128 6,904
Year § 444 6,128 4810
baterthan Syears Ty m I, 206
34,173 38,426 16,590
LContracts for future programmes: Ll
Year 1 103,511 - 91,277 94,570
Year 2 C67.451 . 54,743 70,501
Year 3 - 44,486 27,495 44,229
Year 4 TR 10,864 30,376
Year & | 25,106 - 638 11,562
Later than § years L 804 - -
270,537 19817 251,238
Capital expenditure commitments: L
Year 1 618 - 1,419 15,411
Year 5 T aaz 4,422
21,640 11,419 19,833
Other services commitments: e
Year 1 10,492 - 8,900 9,108
Year 2 10,492 - 4,000 8,700
Year 3 10394 £,400 2,400
Year 4 L9834 8,400 R, 400
Year 5 9834 . 5,400 8,400
Later than § years ‘11,543 12,414 8,214
62,589 55,514 51,222

On 11 October 2003, SKY {premerger) entered into an agreement with Optus Networks Pty Limited in Australia to obtain the
use of the ransponders on their D1 satellite, due ko be launched in june 2006. Payments ander this agreement are expected to
commence arcund july 2006 when services from the craft will commence and payment obligations in refation to the currently
used B satellite will cease. The commitment Is for 15 years. Using an exchange rate of 0.9324 {June 2005: 0.9175) Australian
dolars, the present value of the commitment equates to $214.6 million {fune 2005: $211.4 million).
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24. CONTINGENT LIABILITIES
The Group has undrawn letters of credit at 31 December 2005 of $42,903,442 (31 Decemnber 2004: $43,944.459: 30 june 2005:
§43,698,000)

The Group is party to litigakion incidental to its business, none of which is expected ko be material. Me provision has been made
in the Group's financial statements in relation to any current litigation and the directors believe that such itigation will not have
a significant effect on the Group's financial position, results of operations or cash flows.

25, RELATED PARTY TRANSACTIONS

The Group had the following significant operating transactions in the normal course of business with its shareholders and
their affiliates:

i NEZEY GO0 31-DecH5 31-Dec-04 3005

The Mews Corporation Limited - -
-Programime, smartcard and broadcasting equipment and publishing - 30,029 : 11,286 e

Telecom Corporation of New Zealand Limited

G 16,407 21,181

-Whalesaling revenue
-Talecommunications Costs e 1,784 3,704
The following related party amounts were ncluded in frade and other payables 2,659 2378 3,064

On 28 fune 2005, Telecom Corporation of New Zealand Limited sold its shareholding in INL to Mationwide Mews Pty Limited, an
affiliated company of The News Corporation Limited.

There were no koans to directors by the Company or associated parties at balance date.

The gross remuneration of directors and key management personnel during the period was 34.1 million (31 December 2004
$3.5 million}.

26, SUBSEQUENT EVENTS

AQUISITION OF PRIME TELEVISION NEW ZEALAND LIMITED

On 18 November 2005 SKY entered into an agreement to purchase the New Zealand assets of Prime Television New Zealand
Limited (Prime} for a cost of $30.3 million subject to certain agreed upon adjustments. The agreement ko purchase received the
approval of the Commerce Commission on 8 February 2006. SKY believes that the acquisition of Prime will give it the opportunity
to showcase its chiannels and programmes whilst ensuring that Mew Zealand consumers can view delayed free-to-air sport such as
rugby, rugby league and cricket in prime time alfowing SKY to diversify its revenue base. The purchase of Frime is also expected
to result in synergies being achieved in several areas of the businass. Assets and Habilities have yet to be determined in accordance
with the provisions of NZ IFRS 3.

DIVIDENDS

On 17 February 2006 the Board of Directors announced that it will pay a fully imputed dividend of 0.4 cents per share with
the record date being 10 March 2006. A supplementary dividend of 0.7059 cents per share will also be paid 1o non-resident
shareholders.

27. BUSINESS COMBINATIONS

MERGER TRANSACTION OF SKY (PREMERGER} AND INL ON 1jULY 2003

The merger of INL with its 78.3% owned subsidiary company, SKY {premerger), was implemented on 1 July 2005. Under the
scheme of arrangement, INL shareholders received 0.836 shares in a new company, Merger Company 2005 Limited {'MergeCo™}

27. BUSINESS COMBINATIONS (CONTINUED)

and $1.78 in cash in exchange for each INL share. SKY {premerger) shareholders, other than INL, received one share in MergeCo
and $1.28 in cash for each SKY {premerger) share held. This resulted in MergeCo issuing a total of 389,139,785 shares, being
the same number of shares on issue by SKY {premerger) prior to the merger. INL and SKY {premerger) then amalgamated with
MergeCo becoming the surviving company. MergeCo was then renamed Sky Metwork Television Limited and listed on the New
Zealand and Australian stock exchanges.

NZ [FRS 3 requires business combinations to be accounted for under the purchase method of accounting such that a fair value
exercise is performed at the date that control is acqguired. INL has been deemed to be the acquirer of the remaining 21.7% of SKY
{premerger) as INL already controfled SKY {premerger}. The difference between the acquisition price and the Group’s share of the
carrying amount of the net assets acquired has been recorded as goodwill,

The effect of the amalgamation transaction on the Group's balance sheet including NZ IFRS adjustments are as follows:

NZD 000

Assets and lialdities of SKY {premerger) at the date of amalgamation include:

Property, plant & eguipment and other non-current assets 282 761

Currant assels 126819

Current liabifites {140,391
Brerewings and capital notes {122,297)
et assets of SKY (premerger) per anmual report 30 [une 2005 - e 146,892
Termination of executive share options {hote 15} (,038)
Adjustment o net assets for adaption of M2 IFRS (note 4h) {11,0%5)
Adjustment {0 net assets for adoption of NZ IAS 3% (hote 16/17) {7518y
Adjusted net assets e e, za

Acquisition of minority iterest in net assets of acquires {note 18} 26,494
Arquired goodwill {note 12) 575,179
Total consideration paid &41,673
Sattlad by:

fssue of equity instruments to SKY {premerger minority shareholders 484,395
Payment of cash 07 831

Capitalisation of direct acquisition costs @447
Totat 801,673

The fale value of the shares issued to the SKY {premerger) minority sharehoiders was based on 84,242,659 shares issued at the published share price
on 1 uly 2005 of $5.75 per share.

RECONCILIATION FOR CASH FLOW PURPOSES

In NZD 008

LConsideration paid 601,673
Less aquity instruments issued {454,395
Eess acquisition costs paid In peior year {92743
Cash paid per cash flow statement 108,004

‘Thy Matwrorh Telmdsan Lirsdted
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184 Quxy Stroot.
Privatc Bag 92162
Anckland, New Zesland

PRICEAATERHOUSE(COPERS itttz

To the sharehoiders of Sky Network Television Limited

We have reviewed the interim consolidated finandial statements on pages 7 to 43, The interim consclidated financial staternents
provide information about the past consolidated finandial performance and consolidated cash flows of the Group for the period
ended 31 December 2005 and its consclidated financial position as at that date. This information is stated in accordance with the
accounting policies set out on pages 12 to 20.

Directors’ responsibilities

The Company’s Directors are respornsible for the preparation and presentation of the interim financial statements that present
fairly the consolidated financial position of the Croup as at 31 December 2005 and its consolidated finandal performance and
consolidated cash flows for the period ended on that date.

Accountants’ responsibilities

We are responsible for reviewing the interim consolidated financial statements presented by the Directors in order to report ko
you whether, in our opinion and on the basis of the procedures performed by us, anything has come to our attention that would
indicate that the interim consolidated financial statements do not present fairly the matters to which they refate.

Basis of opinion

A review is limited primarily to enquiries of Company personnel and analytical review procedures applied o financial data and thus
provides less assurance than an audit. We have not performed an audit on the interim financdial statements and, accordingly, we do
not express an audit opinion. We have reviewed the interim financial statements of the Group for the pericd ended 31 December
2005 in accordance with the Review Engagement Standards issued by the Institute of Chartered Accountants of New Zealand.

We carry out other assignments for the Company in the area of assurance services. In addition, certain partners and employees of
our firm may deat with the Company on normal terms within the ordinary course of rading activities of the Company. We have no
other relationships with or interests in the Company.

Review apinion

Based ort our review, nothing has come to our attention that causes us to befieve that the interim consolidated financial statements
do not present fairly the consolidated finandial pesition of the Group as at 31 December 2008 and its consolidated financial
performance and consolidated cash flows for the period ended on that date.

Oy review was completed on 16 February 2006 and our review opinion s expressed as at that date.

Pice sdodehouse (ogpfS

Chartered Accountants
Auckland

‘Thy Matwrorh Telmdsan Lirsdted

DIRECTORY

REGISTRARS

Shareholders should address questions relating to share
certificates, or changes of address or any administrative
questions to SKY's share registrar:

NEW ZEALAND ORDINARY SHARE REGISTRAR
Computershare Investor Services Limited

tevel 2, 159 Hurstmere Road, Takapuna, Auckiand
Matling address; Private Bag 92119,

Auckiand 1020, New Zealand

Tel: 64 9 488 8700; Fax; 64 9 488 8787

Email: enquiry@computershare.co.nz

AUSTRALIAN BRANCH REGISTER
Computershare investor Services Pty Limited
Level 4, 60 Carrington Street,

Sydiney, NSW 2000, Australia

Mailing address: G.P.O Box 7045,

Sydney, NSW 1115, Australia

Tel: 61 2 8234 5000; Fax: 41 2 8234 5050
Email; sydney.services@computershare.com.au

CAPITAL NOTES TRUSTEE

The New Zealand Guardian Trust Company Limited
Level 7, 48 Shortland Street, Auckland, New Zealand
Mailing address: RO, Box 19345,

Auckiand, New Zealand

Tek: 64 9 377 7300; Fax: 64 9 377 7470

Email: web.headoffice@nzgl.conz

DIRECTORS

Peter Macourt {Chalrman)

Robert Bryden (Deputy Chalrman)
Marko Bogoievski

A. Barrie Downey, CBE

[ohin Fellet (Chief Executive)

fohn Hart, ONZM

Michael Miler

Humphry Rolleston {appointed Septemiber 2005)

EXECUTIVES

[ohin Fellet, Director and Chief Executive

fason Hollingworth, Chief Fnancial Officer and
Company Secrefary

Kevin Cameron, Director of Sport

Greq Drummond, Director of Broadcast Operations

Travis Dunbar, Director of Entertainment
Brian Green, Director of Engineering
Charles ingley, Director of Technology
Richard Last, Director of Advertising Sales
Tony O'Brien, Director of Communications
Sam Morse, General Manager

Mike Watson, Director of Marketing
Martin Wrigley, Director of Operations

NEW ZEALAND REGISTERED OFFICE

10 Panorama Road, Mt Wellington, Auckland
Tel: 64 9 579 9999; Fax; 64 9 579 {0910
Website: www.skytv.conz

AUSTRALIAN REGISTERED OFFICE

News House, 2 Holt Street, Surrey Hills
Sydney, NSW 20018;
Tel: 61 2 9288 3004 Fas; 61 2 9288 2300

AUDITORS TO SKY

PricewaterhouseCoopers
FricewaterhouseCoopers Tower,

188 Quay Street, Auckland

Tel: 64 9 355 800 Fax: 64 9 355 BOO1T

SOLICITORS TO SKY

Bugidle Findlay
PricewaterhouseCoopers Tower,

188 Quay Street, Auckland

Tel: 64 G 358 2555; Fax: 64 9 358 2055




THE REVOLUTION CONTINUES...




Directors’ Declaration

The directors declare that the consolidated financial statements set out on pages 7 — 43

(i) comply with New Zealand International Financial Reporting Standards

(i} give a true and fair view of the financial position of Sky Network Television Limited and
its subsidiary as at 31 December 2005 and of their performance, as represented by the
resulis of their operations and their cash flows for the haif year ended on that date.

In the directors’ opinicn at the date of this declaration there are reasonable grounds to believe
that Sky Nefwork Television Limited will be able {0 pay ifs debts as and when they become due

and payable.

This declaration is made in accordance with a resclution of Directors and is signed for and on

behalf of the Board of Directors

Dated at Auckland this 168" day of February 2006

S Do

Peter Macourt

Chairman

John Fellet

Director

WY Metwork Television Limited
10 Panorama Rosd, MOWestington
PO Box 8058, Nawmarkes!
Auckland, Mew Zealand

Tal +84 § 576 GDU9

Faw, +64 0625 8424

S STV SO NE



Other Information

Sky Network Television Limited
Half year ended on 31 December 2005

+ Net tangible assets per security:
Previous period 1.073 . 1

Current period {0.961) : 1

+ Controi gained over entities

There was no gain of coniro! of eniities during the half year.

+ Loss of control of entities

There was no loss of control of entities during the half year.

+ Dividends
Date dividend payable: 17 March 2008
Record date fo determine entitlements fo the dividend: 10 March 2006
Total dividends payable : $15.6 million

Previous corresponding period — interim dividend {(paid March 2005) : $40.1 million
{ordinary securities}

Previous corresponding period - final dividend {paid September 2004} : $10.9 million
{ordinary securities}

+ Amount per security

Amount per | Franked | Amount per | Amount per security payable on
security amount security of each dividend to non resident

per foreign sharehoiders
Security sourced
dividend
Dividend 4.0 cents NA NA

NZ imputation credits 1.9701 cents

Suppiementary dividend 0.7059 cents




L

Details of aggregate share of profits (losses) of associates and joint venture
entities

Not applicable

Accounting standards

New Zealand internationatl fnancial reporting standards used in compiling report.

Directors’ Details

The directors of Sky Network Television Limited at any time during the half year are as
follows:

Peter Macourt Chairman
Robert Bryden Deputy Chairman
Marko Bogotevski  Director

Barrie Downey Director
John Fellet Director & Chief Executive
John Hart Director
Michael Miller Director

during the six months to 31 December 2005:

Humphry Rolleston joined the board of directors on 8 September 2005,



APPENDIX | {Rule 10.4)
PRELIMINARY *HALF YEARAULLYEAR REPORT ANNOUNCEMENT

Sky Network Television Limited
{Name of Listing lssuer}

For Half YeariEadl ¥ear Ended 31 December 2005
{referred to in this report as the "current half yearfulbyeas”)

Preliminary *Half yearfedyeas report on consolidated results {including the results for the previous corresponding *half yeardalyess) in accordance with Listing
Rule 16.4.2.

This report has been prepared in a manner which cormplies with genarally accepted accounting practica and gives a true and fair view of the matters t6 which
the report relates [see Note (X) attached] and is based on *auditediunaudifed financial staternents. If the report is based on audited financial statements, any
gualification made by the auditor is 1o be attached.

The Listed Issuer *has/doss-nothave a formally constituted Audit Committes of the Board of Directors.

IPLEASE REFER TO ATTACHED NOTES WHEN COMPLETING THIS FORM]

1.1 OPERATING REVENUE

(a) Trading revenue 266,101 11 240,256

{hy Other revenue

{c) Total operating revenue 266,101 11 240,256
1.2 OPERATING "SURPLUS (DEFICIT) BEFORE TAXATION 44,362 53,103
{a} Less taxation on operating resulf 14,686 17,219
1.3 OPERATING "SURPLUS {DEFICIT) AFTER TAX 29,676 35,684

(a) Extraordinary ftems after tax [detail in tem 3]

{hy  Unrealised net change in value of investment properties

1.4 NET*SURPLUS (DEFICIT) FOR THE PERIOD 28,676 35,884
8,809

fa)  Net Surplus (Deficit) attributable to minority interests
1.8 NET SURPLUS (DEFICIT) ATTRIBUTABLE TO MEMBERS OF 29,676 27,075

THE LISTED ISSUER

“Delete as required

2.4 INCLUDED IN CONSOLIDATED STATEMENT OF FINANCIAL PERFORMANCE

fay  Interest revenue included in Hem 1.1{b} 1,680 10,037

()  # Unusual iteme for saparate disclosure (detail - ftem 3)

f¢) Equity earnings [detait ~ ftem 16]

{d} Interest expense included in Bem 1.2 {(include all forms of interest, atc) 258710 8,518

1Taof k2




- INZX

fe) Leasing and renting expenses 769 857

(f Depreciation 52,547 58,072

fg)  Diminution in the value of assets (other than depreciation)

{hy  Amottisation of goodwill

{iy  Amortisation of other intangible assets 2,184 1,382

{fy  Impairment of goodwill

k) impairment of other infangible assetfs

2.2 SUPPLEMENTARY ITEMS

G688 547
fa)  # Interest costs excluded from lem 2.1{d) and capitalised

{by  # Outlays (other than those arising from the acquisition of an existing business)
capitatised in intangibles

e} Unrecognised differences between the carrying valus and market value of publicly
traded investments

# tems marked in this way need be shown only where their inclusion as revenue or
exclusion from expenses has had & material effect on reported *surplus {deficit)

Discontinuad Activities:

{Disclose Operating Revenue and Operating Surplus)

Material Unusual {including Non Recurring) ems (included in 1.2}

Bezscription:




Extraordinary ltems (Ref. ftem 1..3({a))

Bezscription:

* Delete as raquired

- INZX

4.1 *NET SURPLUS (DEFICIT) ATTRIBUTABLE TO MEMBERS OF LISTED ISSUER

{ay *Net Surplus {Deficit) attdbutable to minorily interest

4.2 OTHER RECOGNISED REVENUE AND EXPENSES

{a) " Increases {decreases) in revalugtion reserves

iy Currency Transiation Differences, fair value gains and losses

{c)  Minority interest in other recognized revenue and expenses

4.2 TOTAL RECOGNISED REVENUES AND EXPENSES

4.4 OTHER MOVEMENTS

fa)  Contributions by Owners

(b} Distributions to Owners

fey  Other - IFRS adoption and Merger transactions

4.5 EGUHTY AT BEGINNING OF HALF YEARFUEL YEARY

4.8 EQUITY AT END OF HALF YEAR/FULL YEAR

20678 27,075
2,71

8,809

32,387 35,884
£10,941)

{208,444} {3,384
1,237 587 1,232,934
1061530 1,254,483

{#}) Basic EPS

(b Diuted EPS (if materially different from {a))

{ay Name of subsidiary of group of subsidiaries

7.63 cents

742 cents




- INZX

(b} Parcentage of ownership acquired

{ey  Confribution to consolidated net *Surplus (Deficit) {tem 1.4} $

{dy Date from which such contribution has been caiculated

{a} Name of subsidiary or group of subsidiaties

{by  Contribution of subsidiaries to consolidated net *Surplus {Deficit) dtem 1.4} $

{e]  Date to which such contribution has been calkcuiated

{d) Contribution to consolidated net *Surplus (Deficit) {itern 1.4} for the previous $
coresponding half yearfulirear

fe) Contribution to consolidated net *Surplus {Deficit} {item 1.4} frorm sale of subsidiary $

Information on the industry and geographical segments of the Listed Issuer to be reported for the *half yearffuil year in accordance with the provisions
of 85AP:23: Financial Reporting for Segments. Because of the differing nature and extent of segments among Listed Issuers, no complete proforma
is provided, and the segment information should be completed separately and attached to this report. However, the following shows a suitable Hst
of itams for presentation and indicates which amounts should agree with items includad elsewhers in the *half yearffull year report:

SEGMENTS

Endustry

- Operating revenus:
0 Sales to customer cutside the group
0 intersegment sales
s Unallocated revenue
- Total revenue [consolidatad total equal to tem 1.14c)]
- Segment resuft
- Unallocated expenses
- Operating Surplus {Deficit) after tax [ltem 1.3]
- Beagment azssts
- Unaflocated assets

- Total assets [Egual to Hem 8.3]

4of§2
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Geaographical

- Operating revenus:
 Sales to customer ocutside the group
v nfersegment sales
»  Unallocated revenue
- Total revenue [consolidatad total equal to tem 1.14c)]
- Segment result
- Unallocated expenses
- Operating Surplus {Deficity after tax [item 1.3]
- Segment assets

- Unallocated assets

- Total assets {Equal to Hem 8.3]

fa) Cash

{by  Trade recsivables
ey Investments

{d)  |nventories

{ey  Other assets, current — Programming rghts

9.1 NON-CURRENT ASSETS

fa)  Trade receivables

by Ilnvestments
{£)  Inventories

{dy  Properly, plant and equipment
fe)  Goodwill

{fy  Deferred Taxation Assets

fgy  Other Intangible Assets

fhy  Other assets, non current

9.4 CURRENT LIABILITIES
{a) Trade Creditors
(b)  Income in advance, current
{t)  Secured loans

{d) Unsecured loans — capital notes

{8y Provisions, current

70,558 365,056 22,944
44,629 54,027 43,112

292,992
168,627 16,150 18,6

211,887 225,006 236 319
1,405,169 828,980 829,980
20,519 15,119 11,263
30,507 31,626 33,102

50,261 37,212 37,400
30,630 30,164 28,731
164,572

2,672 3730 2,268
51,436 45,084 34,167
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9.5 NON- CURRENT LIABILITIES

{a)  Accounts payable, non-curent

{by  Sescured loans

{cy  Unsecured loans ~ Capital Notes

{d) Provisions, non-current

te)  Defarred Taxation Liability, non-current

iy Other iabilities, non-current

9.8 NET ASSETS

9.9 SHAREMHOLDERS' EQUITY

{a) Share capital {optional}
{b} Reserves {optionat) {i} Revaluation reserve
{iiy Otherreserves

e Retained Surplus (accumutated Defict) {optional)

9.10 SHAREMOLDERS' EQUITY ATTRIBUTABLE TO MEMBERS

OF THE LISTED ISSUER

fa) Minotity equity interasts in subsidiaries

9.11 TOTAL SHAREHOLDERS' EQUITY

{&) Returms on Assets (%) {EBIT divided by Total Assets)

{b} Return on Equity (%) (Net income divided by Shareholders'

Equity)

f6)  Debtin Equity Ratio (%) {Totat Liabilities divided by
Shareholders’) Equity)

498,795

168,868

109,404

1,081,530

12,429

1,237,587

1,254,483

577,403 222,055 222,055
[4,455)
58525 TB5 254 1,064,497
1,061,530 1,207,500 1,226,552
30,075 27,931
1,061,530 1,237,567 1,254,453
387 7 2% 35%
2 5% B.0% 28%
707 5% T9%

fa) Receipts from customers

{by  Interest recaived
{6y Dhidends received
{d)  Payment fo suppliers and employees

fe} Interest paid

i} Income taxes paid

fgy  Other cash flows refating {o operating activities

264,300 241,110
1,654 5518
{146,635} (139,303)
{22,225) {7,728}
{12,659) {12,544}
3,460 3,460
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fa)  Cash procesds from sale of property, plant and equipment

{by  Short term investments (net)

e}  Loans repaid by other entities
fd)  Cash paid for purchases of property, plant and squipment
{e}  interest paid - capitalised

ty  Cash paid for purchases of squity investments

fgy  Loans to other entitles

fa) Repurchase and cancellation of INL shares

{by  Borrowings
{¢y  Repayrnent of borrowings

fdy  Dhvidend paid

fe)  Other cash flows relating o financing activities

181 268

17,376

737,420 30,770
{105,004}

{649,164}

760,000 2,000

{260,000) {48,000}
{10,641}

127,983} {10,407}

{a)  Cash at beginning of *half yearfcliyear

{6y Exchange rate adiustments to ltem 12.3(a) above

{C} CASH AT ERD OF *HALF YEAR/FULLYEAR

Frovide details of financing and investing transactions which have had a material effect on group assets and liabilities but did not involve cash flows.

* Delete as required

365,056

8,810

70,558

22,944




Far the purposes of the above statement of cash flows, cashincludes ...

Cash at the end of the “half yearitall-year as shown in the statement of cash
flows s reconciled to the related ems in the financial statements as
folkows:

Cash on hand and at bank

Deposits at catl

Bank overdraft

Other {(provide detalls eg. Term Deposits)

16.1 GROUP SHARE OF RESULTS OF ASSOCIATES

{a) OPERATING *SURPLUS (DEFICIT) BEFORE TAX

{by  Less Tax

fcy  OPERATING *SURPLUS (DEFICIT) AFTER TAX

{fy Extragrdinary tems

{d) NET *SURPLUS (DEFICIT) AND EXTRAORDINARY {TEMS
AFTER TAX

16.2 MATERIAL INTERESTS IN CORPORATIONS NOT BEING SUBSIDIARIES

{a) THE GROUP HAS A MATERIAL (FROM GROUP'S VIEWPOINT) INTEREST IN THE FOLLOWING CORPORATIONS:

Eguity Accounted in Current Year

OTHER MATERIAL INTERESTS

Not Equity Accounted in Current Year

Bofi2




{b)  INVESTMENT IN ASSOCIATES

Carfrying value of investments in associates at beginning of half
year

Share of changes in associates’ post acquisilion surplusesiand reserves;

- Retained surplus

- Reserves

Net goadwill arortisation and impakrmaent adjustments in the period

Less DHvidends received in the period

Equity carrying value of investments at the end of half yeardfullreas

Armount of goodwill included in the carrying value at end of that half
yearf

# {Dascription)

|ssued during current "half year/fué
b

Fully paid 388,130,785
Total 388,130,785
|ssued during current "half yearffedt il
WEEF

# {Dascription)

Issued during current “half yearfful
yas

Total

{ssued during current *half yeartfullvears il

DEBENTURES ~ Total only: $

UNSECURED NOTES - Totals only: $105,300.000 {Gross)
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[ OTHER SECURITIES [s [s |
# DESCI‘E{)‘I}DR includes rate of dividend or Eﬂt&f&ﬁt and any redemptmn ar convarsion Fighiﬁ t[!g&the!‘ with the DFECE.‘S and dates ihBFBOf

fa)  Material factors affacting the revenues and expensas of the group for the current “half yearfelyes ~-See altached prass release and commeantary,

{b} Significant trends or avents since end of current "half year/Rdiyess - See attached press release and commentary.

{c) Changes in accounting policies since last Annual Report and/ or last Half Yearly Report to be disclosed ~ Refer interim financial statements regarding
adoption and compliznce of NZ IFRS.

{d} Critical Accounting Policies — Managemeant believes the following to be eritical accounting policies. That is they are both important to the portrayal of the
tsgur's financial condition and results, as they require rmanagement to make judgments and estimates about matters that they are inherently uncertain

- Refer notes to interim financial statements.

{e) Management's discussion and analysis of financial condition, result, andfor operations (optional) — this section should contain forward looking statements
that should outiine where thess involved risk and uhcertainty —

Nk

{f} Other Comments

The comparative numbers have been adjusted to reflect IFRS adoption. Refer interim financial statements.

{a) Dividend Yield as at balance date (%) (Annual dividend per share divided by price per share - 0.89%

(b} Tax Adjusted Dividend Yield as at balance date (%) (Annual net dividend per share divided by price per share) ~ 0.63%

{ay To be held at : N/A

by Date: NA Titne : NfA
{6y  Approximate date of avallability of Annual Report - N/A

if this *haif year/fslibyeas report was approved by resolution of the Board of Directors, please indicate date of meeating: 16 February 2008
{date)

14 Fabruary 2008

{Signed by) Authorised Officer of Listed issuer {date}

*Delete as required
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MEDIA RELEASE
17 February 2006

SKY TELEVISION REPORTS

2006 HALF YEAR RESULTS

SKY Television announced today a net profit after tax of $29.7 million for the six months to 31
December 2005, a decrease of $6.2 million on the comparative interim period. The decrease in
profits is a result of the additional interest costs incurred on the $500 million of new debt that was
raised for the merger of SKY and its parent company, Independent Newspapers Limited on 1 July
2005.

Total revenue increased by 10.8% to $266.1 million compared to the same period last year. The
average monthly revenue per subscriber (ARPU) increased by 3.0% and advertising revenue

increased 21% to $18.8 million over the same period.

Operating costs increased by 4.6% to $197 million and programming costs as a percentage of

revenue fell to an all time low of 32.1% down from 34.3% in the comparative period.

Operating cash flow for the six months decreased to $87.8 million compared to $94.6 million in the

comparative period, due to increased interest costs.

Operating profit before interest and tax was $69.1 million, up 33% on the $52.0 million reported in

the comparative period.

SKY’'s subscriber base coniinued to grow, with an increase of 17,118 subscribers since 30 June,

2005. This is an increase on the 11,979 net gain in subscribers reported in the comparative period.

Churn, a measure of subscribers who disconnect their service, remained tow, with gross churn

reducing 1o 13.9% from the comparative period of 16.4%.

SKY Network Television LTD. ABRNAG91715427
Co. Office - 10 Panorama Rd, Mt Wellington, PO Box 9059, Newmarket, Auckdand, NZ
Co. Office - News House, 2 Holt St, Surry Hills, NSW 2010, AUSTRALIA
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The amount of time subscribers spend watching SKY channels has conlinued o increase with

most of the increase in viewing occurring on SKY's basic channels.

Since 31 December 2005 subscriber growth has continued to improve. As of vesterday, the

subscriber count reached a new high of 640,521,

The SKY Board has resolved to pay a fully imputed interim dividend of 4.0 cents per share. A
supplementary dividend of 0.706 cents per share will be paid to non-resident shareholders. The
record date for payment of the dividend will be 10 March 2006 and the payment will be made on 17
March 2006.

New initiatives during the interim period were the [aunch of two new basic channels, Food TV on 1
November 2005 and Playhouse Disney on 24 December 2005 and the acquisition of the rights to
Formula One motor racing and the FIA World Rally Championship.

Another major event in SKY's development was the launch of MY SKY, on 5 December 2005, a
new generation hard drive decoder, enabling subscribers to customize their viewing experience

increasing the value of their relationship with SKY.

On 8 February 2006, SKY completed the purchase of the New Zealand television business of
Prime Television Lid. The acquisition of a free-fo-air channel will give 8KY the opportunity 1o
showcase its channels and programmes whilst ensuring that New Zealand consumers can view
delayed free-to-air sports programmes such as rugby, rugby league and cricket in primetime,

allowing SKY to diversify its revenue base, providing increased advertising revenue.

- ends -
For further information please contact:
John Fellet Tony O'Brien
Chief Executive Officer Birector of Communications
SKY Television SKY Television
{08} 575-989% {08) 579-989%
021 -613 284 021 - 497 830
feliet@skyiv.co.nz tobriend@skytv.co.nz

SKY Network Television LTD. ABRNAG91715427
Co. Office - 10 Panorama Rd, Mi Wellington, PO Box 8059, Newmarket, Auckland, NZ
Co. Office - News House, 2 Holt 8t, Surry Hills, NSW 2010, AUSTRALIA



