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NON-EXECUTIVE DIRECTORS (CONTINUED)

MN Hayes

Re-elected: 2008

INM Committee: Member of the Remuneration Committee

Directorships/Experience: MN Hayes is a former member of Seanad Eireann, and the former Northern Ireland Ombudsman.
He is Chairman of the National Forum on Europe. He is a member of the Advisory Committee of the Ireland Funds. He is

a Director of Regtel (Holdings) Limited and Screen NI Limited. He is a Director of the Group's UK subsidiary, Independent
News and Media Limited and has been a Director of Independent News & Media PLC since 1991.

Baroness M Jay, BA-Oxon

Re-elected: 2007

INM Committees: Member of the Nomination and Corporate Governance Committee and is Chairman of the Corporate
Social Responsibility Committee

Directorships/Experience: After graduating from Oxford University, Baroness M Jay joined the BBC and began a twenty year
career in broadcasting, primarily involved as a producer and journalist in news and current affairs. She was appointed to the
House of Lords in 1992 and became a Minister of State in the Department of Health in 1997. She later became Leader of
the House of Lords, Lord Privy Seal and Minister for Women. She was a founder Director of The National AIDS Trust and
Chair of the independent research organisation, The Overseas Development Institute. She is a Director of the Group's UK
subsidiary, Independent News and Media Limited. She was appointed to the Board of Independent News & Media PLC in
2003 and was appointed Senior Independent Director in June 2007.

Dr. IE Kenny

Re-elected: 2008

INM Committee: Chairman of the Remuneration Committee

Directorships/Experience: Dr. |[E Kenny is Distinguished Professor of Public Policy at the International Management Centres,
UK. He was Director General of the Irish Management Institute for 20 years, following which, as a Senior Research Fellow
in UCD, he worked with international companies on their strategies and corporate governance. He served on the boards
of both public and state companies, including the Kerry Group and IONA Technologies. He has written 13 books on
business and management, for one of which he was awarded a Doctor of Letters and Outstanding Doctor of the Year. He
was awarded the Gold Medal of Honor of the Comité International de I'Organisation Scientifique and was made a Knight
Commander of the Order of St. Gregory by Pope John Paul Il. He has been a Director of Independent News & Media PLC
since 1986.

B Mulroney, P.C., C.C., LL.D.

Re-elected: 2008

INM Committee: Chairman of the Nomination and Corporate Governance Committee

Directorships/Experience: B Mulroney is a Senior Partner at the Montreal law firm of Ogilvy Renault. He was Prime Minister
of Canada from September 1984 until June 1993. He is a Director of several leading companies including Barrick Gold
Corporation, Archer Daniels Midland Company and Quebecor World Inc. and other educational and charitable organisations.
He was appointed to the Board of Independent News & Media PLC in 2004.

F Murray, BA, DPA, LL.D, Hon. Causa (NUI)

Re-elected: 2007

INM Committees: Member of the Remuneration Committee and the Nomination and Corporate Governance Committee
Directorships/Experience: F Murray is a Commissioner of The Independent Commission for the Location of Victims'
Remains. He is Chairman of the Department of Foreign Affairs Appointments Committee and Chairman of the Institute of
Public Administration’s Education Committee. He is a former Chairperson of the Public Appointments Service. He is an
Independent Reviewer of Complaints for the Institute of Chartered Accountants in Ireland. He was appointed to the Board of
Independent News & Media PLC in 2008.

AC O’Reilly, BA-Oxon

Re-elected: 2008

Directorships/Experience: AC O'Reilly is a Director and former Chief Executive of APN News & Media Limited. He is
Founder and Managing Director of Bayard Group Pty Limited, owner of Landis+Gyr, and a former investment banker with
Goldman Sachs. He joined the Board of Independent News & Media PLC in 1992.

AJ O’Reilly Jr, BA

Re-elected: 2006

Directorships/Experience: AJ O'Reilly Jr is Chief Executive and a Director of Providence Resources P.l.c. He is a Director

of Lundin Mining Corporation and of Zenergy PLC. He is a Trustee of the O'Reilly Foundation as well as the Industrial
Relations Research Trust. He became a Director of Independent News & Media PLC in 1999. He is a former Chief Executive
of Wedgwood. A graduate of Brown University in Rhode Island, he worked in mergers and acquisitions at Dillon Read, the
investment bank and in corporate finance at Coopers & Lybrand.

BE Somers, FCA

Re-elected: 2008

INM Committee: Chairman of the Audit Committee

Directorships/Experience: BE Somers is a chartered accountant and is Senior Partner in Somers and Associates and is also
a Director of DCC plc and Irish Continental Group, plc. He was appointed to the Board of Independent News & Media PLC
in 1997.
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CORPORATE GOVERNANCE REPORT

The Board of Directors
General

The Directors of Independent News & Media PLC (INM) are committed to maintaining the highest standards of corporate governance
and to ensuring the correct mix of experience at Board level, for the optimum strategic and operational governance of the Group -

a geographically diverse media and communications group. That required diversity and experience at Board level has brought together
a group of independent members of the Board from the worlds of Academia, Business (including media), Professional (law and
accountancy), Politics and the Public Sector.

The following statement sets out how the full principles and provisions of The Combined Code on Corporate Governance, June 2006
were applied during the year ended 31 December 2008.

Board

The Board holds regular meetings, seven in 2008, and there is regular contact between meetings as required in order to progress the
Group's business. The Chairman is responsible for the effective functioning of the Board and for ensuring that meetings are of sufficient
duration to allow full discussion on all matters relevant to the Board, that all Directors are kept properly informed with timely and accurate
information, and that all major decisions are subjected to rigorous scrutiny and constructive debate.

The Board has a formal schedule of matters specifically reserved to it for decision, including:

— approval of interim and final financial statements;

— approval of the Group's long-term objectives and strategy;

— changes relating to the Group's capital structure;

—  material contracts;

— terms of reference of Chairman, Chief Executive and other executive Directors;
— terms of reference and membership of Board Committees;

— risk management strategy; and

— review of the Group's overall corporate governance arrangements.

Board Committees
There are four Board Committees with formal terms of reference:

— the Audit Committee;

— the Nomination and Corporate Governance Committee;
— the Remuneration Committee; and

— the Corporate Social Responsibility Committee.

Audit Committee

The Audit Committee comprised of four independent non-executive Directors for the full year. LP Healy retired from the Board and
Committees on 31 December 2008. The members at 31 December 2008 were:

BE Somers (FCA);
K Clarke; and
CU Daly.

The role and responsibilities of the Committee are set out in the Committee’s Terms of Reference, copies of which are available from the
Company Secretary and on the Company'’s website at www.inmplc.com.

There were five meetings of the Committee during the year. BE Somers, LP Healy and CU Daly attended all meetings and K Clarke
attended four meetings.

The report from the Audit Committee for the year ended 31 December 2008 is set out on pages 34 to 35 of this report.

Nomination and Corporate Governance Committee

The Nomination and Corporate Governance Committee is responsible for making recommendations on Board appointments and for
regularly reviewing the efficacy, efficiency, structure, size and composition of the Board with regard to the complexities of the media
industry and the diversity of international markets in which the Group operates.

The Committee is also responsible for reviewing the Group’s Corporate Governance policies and compliance. The full terms of reference
of the Committee are available from the Company Secretary and also from the Company’s website at www.inmplc.com.

The members of the Committee are:

B Mulroney (Chairman);

Sir Anthony O'Reilly;

Dr. BJ Hillery;

CU Daly;

F Murray (F Murray was appointed with effect from 31 December 2008 in place of LP Healy who retired); and
Baroness M Jay.
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The Board of Directors (continued)
Nomination and Corporate Governance Committee (continued)

There was one meeting of the Committee during the year. Dr. BJ Hillery, Sir Anthony O'Reilly, CU Daly, LP Healy and Baroness M Jay
attended the meeting.

Since the year end, the Nomination and Corporate Governance Committee recommended that L Buckley, L Gaffney and P Connolly
be appointed as Directors with effect from 13 March 2009. The Committee did not consider it necessary to use an external search
consultancy or open advertising in relation to these appointments.

Remuneration Committee

The Remuneration Committee is responsible for determining the remuneration of the Chief Executive and the Chairman and for
determining, in consultation with the Chief Executive, the remuneration of the executive Directors. The terms of reference of the
Committee are available from the Company Secretary and also from the Company’s website at www.inmplc.com.

The Committee is made up entirely of independent non-executive Directors. The members of the Committee are:

Dr. IE Kenny (Chairman);
F Murray (F Murray was appointed with effect from 31 December 2008 in place of JC Davy who retired); and
MN Hayes.

The Remuneration Report for 2008 appears on pages 40 to 44.

There were three meetings of the Committee during the year and all members attended.

Directors

The Articles of Association require all Directors to submit themselves for re-election once every three years. Non-executive Directors are
appointed for three-year terms, subject to re-election and to Companies Act provisions relating to the removal of a Director. Non-executive
Directors with more than nine years service are subject to annual re-election in accordance with the provisions of the Combined Code.

Attendance at Board and Committee Meetings during the year ended 31 December 2008

Nomination
& Corporate
Remuneration Governance
Board Audit Committee Committee Committee

>
oy)

A B A B A B

Dr. BJ Hillery
Sir Anthony O'Reilly
LP Healy

DJ Buggy

K Clarke

PM Cosgrove
VC Crowley
CU Daly

JC Davy

IG Fallon

MN Hayes
BMA Hopkins
Baroness M Jay
Dr. IE Kenny

B Mulroney

F Murray

AC O'Reilly

AJ O'Reilly Jr
GK O'Reilly

BE Somers

1 1
1 1

NNNNNNNNOO NN NNNNNNNNN
NNNOOOUINOOOOOONNNNNOOONNNY
w
w

Columns A indicate the number of meetings held during the period the Director was a member of the Board and/or Committee.

Columns B indicate the number of meetings attended during the period the Director was a member of the Board and/or Committee.
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The Board of Directors (continued)
Independent Non-Executive Directors

Independent News & Media PLC aspires to the highest standard of corporate governance as a means of contributing to the continuing
performance of the business.

The composition of the Board of INM, together with its sub-committees, is one of unique quality where experienced corporate executives,
former international politicians and public servants combine to deliver independent counsel and support to one of the most globally
diverse public companies in the media industry today.

INM has fostered a culture of independent thinking and counsel among its Board members, and has worked assiduously to create the
balanced conditions of diversity of experience and tenure that have delivered sound judgement and direction to the executive Directors of
the Company. The Board believes that the wide variety of skills and experience, across many disciplines, of the non-executive Directors,
are of significant benefit to the Company and its shareholders.

Board Size and Membership

The Combined Code sets out that the Board should not be so large as to be “unwieldy”. INM does not believe the Board is so large as to
be unwieldy or that its size in any way compromises its effectiveness. INM has sought to reduce the overall size of its Board. The Board
has reduced in size by 32% to 17 members over the last seven years.

During 2008 BMA Hopkins resigned as an executive Director. LP Healy and JC Davy retired from the Board after serving 35 years and
25 years respectively.

Since the year end, in keeping with the policy of reducing the Board size, a number of substantial changes to the composition of the
Board have been announced. Sir Anthony O'Reilly has announced his intention to retire as a Director and as Chief Executive with effect
from 7 May 2009. The Board has announced that GK O’Reilly, who is currently Chief Operating Officer, has been appointed as Chief
Executive designate and will become Chief Executive on 7 May 2009.

Following a recommendation from the Nomination and Corporate Governance Committee, the Board appointed L Buckley, P Connolly
and L Gaffney as Directors with effect from 13 March 2009. The Board is satisfied that the three new Directors bring a wide range of
experience to the Board which will be of significant benefit to all shareholders. The biographical notes of all Directors appear on pages
27 to 29 of this report.

In addition, as part of a detailed restructuring of the Board, VC Crowley, Chief Executive, Independent News & Media (Ireland) and 1G
Fallon, Chief Executive, Independent News & Media (UK) will leave the Board with effect from 12 June 2009, but will remain as members
of the Executive Committee. Going forward there will be two executive Directors on the Board: the Group Chief Executive and the Group
Chief Financial Officer. In addition, BE Somers has advised the Board of his decision to retire from the Board with effect from 30 April
2009. The following non-executive Directors will not be seeking re-election to the Board at the Annual General Meeting on 12 June 2009:
PM Cosgrove, CU Daly, MN Hayes, Dr. I[E Kenny, AC O'Reilly and AJ O'Reilly Jr.

Assessment of Independence

The Combined Code states that the Board should identify each non-executive Director that it considers to be independent. This
approach is supported by many of the international proxy/shareholder voting agencies. The principles for determining independence,
set out by both the Combined Code and these voting agencies, form part of INM’s annual review of corporate governance. While
these principles highlight a number of factors which may affect the independence of Directors, it is also clear that Directors may be
considered independent notwithstanding the presence of one or more of these factors. This position reflects INM's view of corporate
governance in that independence is determined by a Director’s character, objectivity, integrity and contribution to the Board and its
decision making process.

As part of its annual review of corporate governance for 2008, the Board has, following careful consideration and detailed analysis,
considered all of the relevant factors required by the Combined Code and determined that as at 31 December 2008 the following
Directors were independent non-executive Directors; PM Cosgrove, CU Daly, K Clarke, JC Davy, MN Hayes, LP Healy, Baroness M Jay,
Dr. |E Kenny, B Mulroney, F Murray and BE Somers.

Following the changes referred to above, the Board will comprise of 10 Directors in total. This will include the Chairman, Group Chief
Executive, Group Chief Financial Officer and seven non-executive Directors, and having considered all of the relevant factors required by
the Combined Code, the Board has determined that the following Directors are independent non-executive Directors: K Clarke,
Baroness M Jay, B Mulroney and F Murray.

Remuneration to Non-Executive Directors Apart from Basic Director’s Fees

In addition to the normal advice and guidance provided by its Directors, INM has sought to harness the breadth and depth of their
experience by commissioning some of them to take on additional duties and responsibilities to enhance the Group's overall performance.
Remuneration to Directors for additional duties and responsibilities varies and reflects the extent of time, contribution and travel involved
in each of their respective roles. All work completed is paid and fully accounted for and subject to Board approval, and the Board is
satisfied that such remuneration does not impact on a Director’s independence.
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The Board of Directors (continued)
Financial Independence

INM believes that financial independence enhances a Director’s position and standing as an independent non-executive Director.
As INM's non-executive Directors are not solely reliant on INM for their primary income, they are in a position to effectively discharge
their obligations as independent non-executive Directors without compromise to their independence or integrity.

Other Relationships

A number of INM Directors may have working relationships through their participation in, or with, various non-profit institutions or
foundations. INM has considered each of these relationships and has concluded that these relationships do not, in any way,
compromise the independence of INM's non-executive Directors. This assessment is also supported by detailed analysis of INM's Board
and governance.

Board Appointments and Succession Planning

Responsibility for Board appointments and succession planning falls within the scope of the full Board, with recommendations from the
Group's Nomination and Corporate Governance Committee as appropriate.

Information and Professional Development

Newly appointed non-executive Directors are supplied with copies of the most recent annual report and half-year report, recent
announcements and any other documentation required. Arrangements are made to meet with senior management and site visits are
arranged. Non-executive Directors are entitled to obtain independent legal advice, if necessary, at the expense of the Company, provided
this is discussed in advance with the Company Secretary.

Performance Evaluation

A sub-committee appointed by the Board carried out the evaluation of the Board and its Committees. The members of the
sub-committee are:

Dr. BJ Hillery (Chairman);
Sir Anthony O'Reilly (Chief Executive); and
Baroness M Jay (Senior Independent Director).

In conducting the review of the Board and its Committees, the sub-committee considered a number of matters including:

— the role and effectiveness of the Board and Committees;

— Board procedures, including the frequency of meetings and preparation of the agenda;
— communications within the Board and Committees and with other parties;

—  the composition of the Board and Committees; and

— the sufficiency of information provided to the members of the Board and Committees.

The evaluation of individual non-executive Directors included:

— attendance and contributions at meetings;
— the level of knowledge of the Group’s business and industry; and
— the relationship with other Directors and with management.

The Chairman and the non-executive Directors met without the executive Directors present and reviewed the performance of the
Chief Executive. The non-executive Directors, led by the Senior Independent Director, met separately to review the performance of
the Chairman.

Re-election of Directors

The Company’s Articles of Association require all Directors to submit themselves for re-election at least once every three years. Under
the Articles of Association all Directors are subject to re-election by shareholders at the first AGM following their appointment. In addition,
the Combined Code recommends that non-executive Directors with more than nine years service be re-elected annually. Accordingly, the
Board has determined that any non-executive Director with more than nine years service should be subject to annual re-election.

At the AGM this year DJ Buggy retires by rotation in accordance with the Articles of Association, and, being eligible, offers himself for
re-election. In addition L Buckley, P Connolly and L Gaffney, having been appointed since the last AGM, offer themselves for re-election.

Full biographical details of these Directors appear on pages 27 to 28 of this report.

The Board is fully satisfied that the Company greatly benefits from the diverse skill, broad commercial experience and independence that
the above Directors bring to the Company and is very pleased to recommend their re-election to the Board.

Accountability and Audit

Under Irish company law, the Directors are responsible for the preparation of the financial statements and these responsibilities are
outlined in detail under the heading Statement of Directors’ Responsibilities on page 39.
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Internal Control

The Directors acknowledge that they are responsible for the Group's systems of internal controls and for reviewing their effectiveness.
This review is carried out with the assistance of the Audit Committee.

An ongoing process, in accordance with the guidance of the Turnbull Committee on Internal Control, has been established for identifying,
evaluating and managing risks faced by the Group, and is reviewed regularly by the Board. This process was in place for the year ended
31 December 2008 and was also in place at the date of this report. The risk management process and systems of internal control are
designed to manage rather than eliminate the risk of failure to achieve the Group's strategic objectives. It should be recognised that such
systems can only provide reasonable and not absolute assurance against material misstatement or loss.

Risk assessment and evaluation take place as an integral part of the annual planning and budgeting process, the results of which

are reviewed by senior management and the Board. A co-ordinated annual programme of risk and control self-assessment, which is
supplemented by peer audits in part of the Group, is also carried out, and the results of these are reported to the Audit Committee.
This process had regard to the material risks that could affect the Group’s business. The Board'’s annual review of the effectiveness of
internal control, advised by the Audit Committee, has been based on that programme.

Report from the Audit Committee

1. Members of the Committee

The Audit Committee was comprised of four independent non-executive Directors for the year ended 31 December 2008. LP Healy
retired as a Director as of 31 December 2008.

The terms of reference of the Committee are available from the Company Secretary and on the Company’s website at
www.inmplc.com.

2. Role and Responsibilities
The Committee’s functions include the following:

— to monitor the integrity of the financial statements of the Company and any formal announcements relating to its financial
performance;

— to review the consistency of, and any changes to, accounting policies;

— to review the methods used to account for significant or unusual transactions where different approaches are possible;

— to review the clarity of disclosure in the Company’s financial reports;

— to review the effectiveness of the Company’s internal controls and risk management systems and to review the statements to be
included in the Annual Report concerning internal controls and risk management; and

— to monitor and review the external auditors’ independence, objectivity and effectiveness, taking into account professional and
regulatory requirements.

3. Meetings

The Committee held five meetings during the year. Members of management attended each meeting and the external auditors
attended as appropriate. During one of these meetings, the Committee met separately with the external auditors, without members of
management present.

4. Financial Statements

The Committee reviewed the annual and condensed interim financial statements and the Stock Exchange announcements with
management. The Committee received and discussed in detail reports from the external auditors on the annual and condensed
interim financial statements and any accounting or judgemental issues requiring audit committee attention. The Committee reviewed
the Annual Audit Plan with both management and the external auditors.

5. Internal Control and Internal Audit

The Committee reviewed the Group's systems of internal control and the ongoing process for identifying, evaluating and managing
risks faced by the Group. The Committee reviewed and approved the statement to be issued in the Annual Report concerning
internal control and risk management.

Following the recommendation from the Audit Committee a Group Internal Auditor was appointed on 22 September 2008.
The Group Internal Auditor will report to the Audit Committee.

At an Audit Committee meeting in December 2008 the Group Internal Auditor presented an Internal Audit Plan for 2009 which

was approved by the Committee. Therefore during most of 2008, there was no formal Group internal audit function — however, the
Audit Committee is satisfied that an adequate alternative exists as follows. Management provided details of how the Group currently
reviews internal controls. This includes a system of self-assessment of risks and controls carried out for all regional and Group head
offices and a rotating sample of business units. This process, which has been in place for a number of years, was reviewed and
updated during the prior year. In 2008 the Group Internal Auditor assisted in this process. The results are collated at Group head
office and presented for review to the Committee. In Australasia, APN News & Media Limited has an internal audit function which
reports to its Audit Committee.
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Report from the Audit Committee (continued)
5. Internal Control and Internal Audit (continued)

In addition, management reported on the detailed weekly financial reporting requirements for each region to Group head office.
These reports, which are reviewed in detail at Group head office, include a comparison of actual results against budget and against
last year with detailed explanation of significant variances.

Management confirmed that the Group Chief Operating Officer and the Group Chief Financial Officer regularly visit each regional
head office and conduct detailed reviews with local executives. In addition, quarterly Executive Committee meetings, chaired

by the Group Chief Executive, are conducted with regional management to assess business and operational performances and
market conditions.

6. External Auditor Objectivity and Independence

The Committee is required to explain how, if the auditors provide non-audit services, auditor objectivity and independence is
safeguarded. The Committee reviewed the total fees paid (audit and non-audit) to the auditors in 2008 and assessed the fees paid for
non-audit services.

The Committee discussed this with the auditors. The auditors have described how auditor independence is managed in their firm
and also confirmed that they complied with all regulatory and ethical guidelines in this matter. The Committee was satisfied with the
explanations received.

Relations with Shareholders

The Group attaches considerable importance to open and regular shareholder communications and has a well-established investor
relations function. There is regular dialogue with institutional investors as well as detailed presentations and roadshows after the
announcement of interim and final results. This dialogue is primarily with key executive Directors who meet institutional investors regularly
throughout the year and participate in broker/investment conferences. The non-executive Directors are informed of any significant
shareholder concerns. Annual and Interim Reports are sent to all shareholders and results announcements, together with detailed investor
presentations, are published on the Company’s website at www.inmplc.com. The website contains additional information for investors
which is regularly updated.

At the Company’s AGM, the Chairman and the Chief Executive make presentations and all Directors are available to answer questions on
any aspect of the Group's strategy, business and performance during the prior year.

Arrangements have been made for the 2008 Annual Report and AGM notice to be sent to shareholders 20 working days before the
Meeting and for the level of proxy votes cast on each resolution, and the numbers for and against, to be announced at the Meeting.
This year's AGM will be held at Citywest Hotel, Saggart, Co. Dublin at 12:00 noon on 12 June 2009.

Corporate Social Responsibility

The Group is committed to acting in the best interests of all its stakeholders: customers; employees; suppliers; and shareholders
(see Corporate Social Responsibility statement on pages 23 to 24).

The Board has a Committee with responsibility for corporate social responsibility. The terms of reference of the Committee are available
from the Company Secretary and on the Company’s website at www.inmplc.com.

The members of the Committee are:

Baroness M Jay (Chairman); and
CU Daly.

Employment

The Group is committed to equal opportunity of employment and all employment decisions are based on merit, qualifications and abilities.
The Group is committed to providing a working environment that is free from all forms of discrimination and harassment. Many of the
Group's employees are represented by trade unions and any such trade unions are recognised by the Group.

At a minimum, all Group companies are required to comply with all applicable local legislation in employment matters.

Health and Safety

The Group is committed to creating and maintaining a safe and healthy working environment for all employees. This includes providing
appropriate training to enable employees perform their work safely and effectively.

All Group companies are required, at a minimum, to comply with all applicable local legislation in this area.
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Corporate Social Responsibility (continued)

Social, Community and Environmental
The Group supports a wide variety of charitable organisations by making financial contributions and by providing editorial coverage.

The Group provides significant editorial coverage and support for environmental and health issues, with the Group's South African
company particularly supportive of campaigns to highlight the HIV/AIDS issues.

The Group is committed to supporting best practice and complying with all relevant legislation in relation to the production of its
products and to environmental issues. The Group is in regular dialogue with suppliers in relation to new products and processes,
and environmental issues are considered in the decision-making process.
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The Directors have pleasure in submitting their report and financial statements for the year ended 31 December 2008.

Principal Activities

The principal activities of the Group continue to be the printing and publishing of metropolitan, national, provincial and regional
newspapers in all or some of Australia, India, Ireland, New Zealand, South Africa and the United Kingdom. The Group also has leading
radio operations in Australia and New Zealand and leading outdoor advertising operations in Australia, New Zealand, South-East Asia and
across Africa. The Group also has online operations across each of its principal markets.

Results and Dividends

€m
Group results and dividends paid are as follows:
The loss of the Group attributable to equity holders of the parent (164.4)
Dividends:
2007 final ordinary dividend paid of €0.0913 per share 75.9
2008 interim ordinary dividend paid of €0.0457 per share 38.3
Total dividend paid 114.2

As announced on 26 January 2009 the Directors are not proposing a final dividend in respect of the year ended 31 December 2008.

Research and Development

Certain of the Company’s subsidiary undertakings are engaged in ongoing research and development aimed at improving production
processes and expanding product ranges. Further information in relation to product development is contained in the Operations Review
which appears on pages 14 to 22.

Review of the Business

The Chairman’s Statement, the Group Chief Executive's Review, the Operating & Financial Review, the Operations Review and the
Corporate Social Responsibility statement sections of the Annual Report provide a review of the Group's business for 2008, including
comments on key performance and operational indicators, and a general outlook for 2009.

Risks and Uncertainties

There is an ongoing process for the identification, evaluation and management of the significant risks faced by the Group. See Corporate
Governance Report on pages 34 to 35 which discusses the Group’s systems of internal control and the ongoing process for identifying,
evaluating and managing risks faced by the Group. The principal risks and uncertainties are set out below:

Exposure to Changes in the Economies in which we Operate and Changing Customer Spending Patterns

General economic conditions can positively or negatively affect the performance of the Group's businesses to some degree. The current
global economic outlook represents a significant risk to the Group. A significant proportion of the Group's revenue is derived from
advertising which has historically been cyclical, with companies spending less on advertising in times of economic slowdown.

The Group’s commitment to investment in its core brands and products and the diverse nature of the Group's revenues helps to reduce
the effect of these fluctuations.

The Impact of Technological and Market Changes

The Group operates in highly competitive environments that can be subject to rapid change. The Group's products and services,

and their means of delivery, are affected by technological innovations, changing legislation, competitor activity or changing customer
behaviour. A structural change in advertising markets resulting in significant advertising moving away from traditional products to the
internet may affect the Group's results both positively and negatively. Also, print media operations have been facing declining circulation
numbers for some time due to factors including, but not limited to, the proliferation of internet use. The Group continues to develop online
strategies to compliment its products.

Newsprint Price Risk/Supply Risk

Newsprint represents a significant cost within the Group’s publishing operations. Newsprint prices are subject to volatility arising from
variations in supply and demand. Generally, these variations are not large, but from time to time increases may be significant. The Group's
newsprint requirements are monitored closely and where deemed advantageous, long-term arrangements are agreed with suppliers to
limit the potential for price volatility.

The Group has a number of newsprint suppliers to reduce dependency on any specific supplier.
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Risks and Uncertainties (continued)

Reliance on IT Infrastructure

The Group's businesses are dependent on technology. Information systems are critical for the effective management and provision
of services around the Group. Disruption to the Group's information technology infrastructure could result in lost revenue. Business
continuity plans are in place for all significant businesses.

Pensions

The Group operates a number of defined benefit pension schemes. Reported earnings may be adversely affected by changes in pension
costs and funding requirements due to lower than expected investment returns, changes in demographics and particularly longer life
expectancy. Although these are carefully monitored and there are regular reviews with trustees, there are a number of factors which are
outside the Group's control, including interest rates, inflation rates, mortality and regulatory change.

Tax Risk

The Group operates within many jurisdictions and earnings are therefore subject to taxation at differing rates across these jurisdictions.
Whilst endeavouring to manage its tax affairs in an efficient manner, due to an ever more complex international tax environment there
will always be a level of uncertainty when provisioning for the Group's tax liabilities. There is also a risk of tax laws being amended by
authorities in the different jurisdictions in which the Group operates which could have an adverse effect on the Group’s results.

The Group continually takes the advice of external experts to help minimise this risk.

Potential Litigation

From time to time, by the nature of their business, newspapers are subject to libel or other types of litigation. Although the Group's
newspaper titles have procedures in place to attempt to limit the nature and extent of any exposure in this area and the Group also makes
provisions, where necessary, in this regard on an annual basis, there can be no assurance that litigation in the future will not have a
material adverse effect on the Group's business.

Financial Risks

Details of financial risks are given in note 33 to the financial statements.

Events since the Year End

Information in respect of events since the year end as required by the Companies (Amendment) Act, 1986 is contained in the Operations
Review which appears on pages 14 to 22 and in note 40 to the financial statements.

Related Party Transactions

There have not been any contracts or arrangements with the Company or any subsidiary undertaking during the year in which a Director
of the Company was materially interested and which was significant in relation to the Company's business, except as detailed in note 35
to the financial statements.

Substantial Shareholdings

The Company has been notified by Clear Channel International Holdings BV that it held between 3% and 5%; by Marathon Asset
Management Limited (on behalf of a range of clients) that it held between 5% and 10%; and by Denis O'Brien that he held between
25% and 27 % of the issued ordinary share capital of the Company at 28 April 2009.

As far as the Board is aware, other than the Group Chief Executive Sir Anthony O'Reilly and the shareholdings set out above, no person
or corporation held 3% or more of the ordinary share capital of the Company at 28 April 2009.

Subsidiary, Associate and Joint Venture Undertakings

Principal subsidiaries, associates and joint ventures are listed in note 37 to the financial statements.

European Communities (Takeover Bids (Directive 2004/25/EC))

Information required by this Directive is on page 112.

Treasury Shares
In March 2008, the Group re-issued 1,420,827 Ordinary Shares at an effective price of €1.7525 per share out of Treasury Shares.
The total number of shares held as Treasury Shares at 31 December 2008 was 39,179,536 (2007: 40,600,363).

Allotment of Shares

In March 2008, 39,000,000 Ordinary Shares at a nominal value of €0.30 each were issued as consideration for the acquisition of a 50%
interest in Independent News & Media Outdoor (Pty) Limited (formerly called Clear Channel Independent).
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Going Concern

After making enquiries the Directors confirm that they have a reasonable expectation that the Group has adequate resources to continue
in operational existence for the foreseeable future. For this reason they continue to adopt the going concern basis in preparing the
financial statements. See note 1 of the financial statements for further information.

Compliance

The Group has complied, during the year ended 31 December 2008, with the Principles and Provisions of The Combined Code on
Corporate Governance, June 2006. The Group's Corporate Governance Report is set out on pages 30 to 36 of this report.

Statement of Directors’ Responsibilities

The Directors are responsible for preparing the Annual Report and the financial statements in accordance with applicable laws
and regulations.

Irish company law requires the Directors to prepare financial statements for each financial year. Under that law the Directors have
prepared the Group and Parent Company financial statements in accordance with International Financial Reporting Standards (IFRS) as
adopted by the European Union (EU). The financial statements are required by law to give a true and fair view of the state of affairs of the
Company and the Group and of the profit or loss of the Group.

In preparing these financial statements the Directors are required to:

— select suitable accounting policies and then apply them consistently;

— make judgements and estimates that are reasonable and prudent;

— state that the financial statements comply with IFRS as adopted by the EU; and

— prepare the financial statements on the going concern basis unless it is inappropriate to presume that the Group will continue
in business.

The Directors confirm that they have complied with the above requirements in preparing the financial statements.

The Directors are also required by applicable law and the Listing Rules issued by the Irish Stock Exchange, to prepare a Directors’ report
and reports relating to Directors’ remuneration and corporate governance. In accordance with the Transparency (Directive 2004/109/EC)
Regulations 2007 (“the Transparency Regulations”), the Directors are required to include a management report containing a fair review of
the business and a description of the principal risks and uncertainties facing the Group.

The Directors are responsible for keeping proper books of account which disclose with reasonable accuracy at any time the financial
position of the Company and to enable them to ensure that the financial statements comply with the Companies Acts, 1963 to 2006,
and, as regards the Group financial statements, Article 4 of the IAS Regulation. They are also responsible for safeguarding the assets
of the Company and the Group and hence for taking reasonable steps for the prevention and detection of fraud and other irregularities.
The measures taken by Directors to secure compliance with the Company’s obligation to keep proper books of account are the use of
appropriate systems and procedures and the employment of competent persons. The books of account are kept at the registered office
of the Company.

A copy of these financial statements will be published on the Company’s website at www.inmplc.com. The maintenance and integrity of
the Independent News & Media PLC website is the responsibility of the Directors. Legislation in Ireland governing the preparation and
dissemination of financial statements may differ from legislation in other jurisdictions.

Directors’ Statement Pursuant to the Transparency Regulations

Each of the Directors, whose names are listed on page 26, confirms that, to the best of each person’s knowledge and belief:

— the financial statements, prepared in accordance with IFRS as adopted by the EU, give a true and fair view of the assets,
liabilities and financial position of the Company and the Group and of the loss of the Group; and
— the Annual Report includes a fair review of the development and performance of the business and the position of the Company
and Group, together with a description of the principal risks and uncertainties that they face.
Auditors

The Auditors, PricewaterhouseCoopers, will be re-appointed in accordance with Section 160(2) of the Companies Act, 1963.

On behalf of the Board

Sir Anthony O'Reilly
Donal J Buggy

29 April 2009
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The Remuneration Committee is comprised of independent non-executive Directors. The members of the Committee throughout
2008 were:

Dr. IE Kenny (Chairman);
JC Davy; and
MN Hayes.

On 31 December 2008 JC Davy retired as a Director of the Company. F Murray was appointed to the Remuneration Committee in place
of JC Davy with effect from 31 December 2008.

The Committee held three meetings during the year and all the members were present at each meeting.

The purpose of the Committee is to assist the Board in fulfilling its responsibilities to the Company and its shareholders by determining
and agreeing with the Board the framework of Board policy for the remuneration of the Company’s Chief Executive, Chairman of the
Board, executive Directors and such other members of the executive management as it is designated to consider.

INM's record of long-term superior performance, operational consistency and a track record of executive retention are directly connected
to how the Company compensates its executive management. The Remuneration Committee's ongoing work is designed to align fully the
interests of executive Directors with all shareholders and to give executive Directors the appropriate incentive to perform at the highest
levels, rewarding consistent, strong performance. A full copy of the terms of reference of the Committee is available from the Company
Secretary and on the Company's website at www.inmplc.com.

The Committee's functions include:

— determining the remuneration of the Chief Executive and the Chairman of the Board;

— determining, in consultation with the Chief Executive, the remuneration of the executive Directors;

— satisfying itself that remuneration is competitive so as to attract, retain and incentivise key personnel; and

— advising on the share option scheme, determining eligibility to participate therein and the granting of options.

The remuneration of non-executive Directors is determined by the Chairman of the Board and the executive Directors.

Remuneration for executive Directors consists of basic salary, performance-related annual bonus, share option scheme, pension benefits
and a company car.

1. Basic Salary

Salaries for executive Directors are reviewed annually. During 2008, basic salaries for all executive Directors were increased on
average by 4.0%.

The Committee considers what comparable international companies are paying and takes into account relative and absolute
performance compared to other media companies in its peer group. It is sensitive to the wider business environment and to pay and
employment conditions elsewhere in the Group when determining executive Directors’ salaries annually. At its December meeting the
Committee noted that all executive Directors had voluntarily agreed to accept a 10% reduction in annual salary with effect from

1 January 2009.

2. Performance-related Annual Bonus

Annual incentive compensation — or performance-related annual bonus — is tied to clear performance objectives, both financial and
operational, and is the primary mechanism by which the Company rewards performance. However, in view of the current uncertain
economic outlook and given the Group's focus on reducing all costs particularly in the area of payroll costs, the Remuneration
Comnmittee, in consultation with the Chief Executive, agreed that there would be no bonus payments in respect of the year ended
31 December 2008.

3. Share Option Scheme

The Group operates a share option scheme for Directors and executives which was approved by the shareholders on 26 May 1999.
The percentage of share capital which can be issued under the scheme and the individual grant limits comply with the guidelines
published by the Irish Association of Investment Managers. Basic options cannot be exercised before the expiry of three years from
the date of grant and super options cannot be exercised before the expiry of five years from the date of grant.

Options can be exercised only if certain performance conditions, primarily relating to growth in Earnings Per Share, are achieved.

Share options are granted to Directors and executives of the Group to encourage key management to build, over time, a shareholding
in the Company, which is material to their net worth. The Committee believes that this long-standing incentive policy has been
instrumental in motivating and retaining the quality of senior management required to run a successful business. Share options are
offered on a phased basis and all employees are encouraged to hold their options beyond the earliest exercise date.
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4. Pension Benefits

Pension benefits for executive Directors are based on basic salary only. The Company provides defined benefit or defined contribution
plans for executive Directors.

The Finance Act 2006 effectively introduced a cap on pension provision by imposing a substantial tax charge on pension assets for
individuals above a value of €5 million at 31 December 2005.

In view of this change, the Remuneration Committee reviewed the pension arrangements for executive Directors and the Committee
agreed to offer the executives the option of (a) continuing with the existing arrangements, or, (b) entering a new arrangement by
electing to accept that the pension fund would be limited to the cap and instead, receive a taxable non-pensionable payment in lieu of
further pension benefits.

5. Service Contracts

There are no service contracts between Directors (executive and non-executive) and the Company with notice periods of more than
12 months.

6. Directors’ Emoluments

2008 2007
Benefits Audited Audited
Fees Salary Bonus in kind Pension Total Total
€000 €000 €000 €000 €000 €000 €000
Executive Directors
Sir Anthony O'Reilly 25 1,019 - - 450 1,494 2,205
DJ Buggy 25 468 - 27 189 709 1,153
VC Crowley Nete! 25 936 - 21 - 982 1,425
IG Fallon 26 546 - 29 199 800 1,661
GK O'Reilly 25 680 - 10 263 978 1,533
Total 126 3,649 - 87 1,101 4,963 7,977
Seconded Director
BMA Hopkins Nete 2 21 827 - 227 194 1,269 2,048
Total 21 827 - 227 194 1,269 2,048
Total for 2008 147 4,476 - 314 1,295 6,232 -
Total for 2007 152 4,588 3,454 357 1,474 - 10,025

Note 1
VC Crowley'’s salary includes an additional taxable, non-pensionable payment of €316,000 in lieu of further Company pension
contributions.

Note 2
BMA Hopkins resigned as a Director with effect from 31 October 2008.

Note 3
Fees and salaries for all executive Directors have been reduced by 10% from 1 January 2009.
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6. Directors’ Emoluments (continued)
Pensions - Executive Directors

(i) Benefits Under Defined Benefit Schemes

Pension benefits attributable to existing executive Directors:

2008 2007
Increase in Transfer value Audited Audited
accrued pension of the increase Total accrued Total accrued
during the year in accrued pension pension pension
€000 €000 €000 €000
DJ Buggy 10 24 120 106
VC Crowley Nete! - - 238 238
GK O'Reilly 13 33 200 180
Total for 2008 23 57 558 -
Total for 2007 23 86 - 524
(ii) Benefits Under Defined Contribution Scheme
Pension contributions payable in respect of existing executive Directors and seconded Directors amounted to €842,814
(2007: €1,042,081).
Note 1
The Company did not make any pension contributions for VC Crowley in 2008.
2008 2007
Benefits Audited  Audited
a b c d e inkind Pension Total Total
€000 €000 €000 €000 €000 €000 €000 €000 €000
Non-Executive Directors
Dr. BJ Hillery 50 125 - - - 6 - 181 154
LP Healy Not 1 50 75 157 37 - 10 - 329 325
K Clarke 50 - 31 32 - - - 113 65
PM Cosgrove 50 - 38 - - - 3 91 93
CU Daly 50 - - 120 - 1 - 171 170
JC Davy Nete! 50 - - - - - - 50 50
VA Ferguson - - - - - - - - 85
MN Hayes 50 - - 22 9 6 - 87 84
Baroness M Jay 50 - 31 32 - 6 - 119 127
Dr. IE Kenny 50 25 - - - - - 75 63
B Mulroney Note2 50 - - 102 - 14 - 166 167
F Murray 50 - - - - - - 50 50
AC O'Reilly 50 - 37 - - - 3 90 93
AJ O'Reilly Jr 50 - - - - - - 50 50
BE Somers 50 25 - - - - - 75 50
Total for 2008 700 250 294 345 9 43 6 1,647 -
Total for 2007 700 213 292 344 40 30 7 - 1,626

Basic Directors’ Fee

Director of Subsidiary Companies

panoo

Other Remuneration

Chairman of the Board and Committees, Deputy Chairman of the Board

Member of International Advisory Board/Special Advisor
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6. Directors’ Emoluments (continued)
Non-Executive Directors (continued)
Note 1
Retired from the Board on 31 December 2008.

Note 2

In addition, the Group paid €100,000 for consultancy services to Cansult Communications Inc., a company in which B Mulroney has
a beneficial interest. Cansult Communications Inc. provides political advice and consultancy services, particularly in relation to the
global media industry.

Note 3 Other Remuneration
Fees for non-executive Directors have been reduced by 10% from 1 January 2009.

Pensions — Non-Executive Directors

Pensions payable to past Directors during the current financial year amounted to €36,000 (2007: €36,000).

Further Information

Total Directors' remuneration for the year amounted to €7,879,000 (€1,097,000 for services as Directors of INM and
€6,782,000 for other services) (2007: €11,651,000, €1,065,000 for services as Directors of INM and €10,586,000 for other
services). Cash compensation paid to Directors for the year amounted to €6,221,000 (2007: €9,783,000).

The Remuneration Committee, which is comprised solely of non-executive Directors, has determined the basis of the executive
Directors’ remuneration.

7. Directors and Company Secretary and their Interests

The interests of the Directors and Company Secretary of Independent News & Media PLC in office at 31 December 2008 in the
share capital of Independent News & Media PLC and APN News & Media Limited at the beginning (or date of appointment, if later)
and end of the year were:

Interests in Share Capital:
Independent News & Media PLC
Ordinary Shares of €0.30 each

At 31 December At 31 December
2008 2007

Beneficial
Dr. BJ Hillery 50,419 40,419
Sir Anthony O'Reilly 235,141,030 209,191,030
DJ Buggy 318,950 207,378
K Clarke 9,389 9,389
PM Cosgrove 517,365 442 365
VC Crowley 531,870 309,930
CU Daly 45,379 33,903
IG Fallon 1,467,968 1,447,968
MN Hayes 40,407 17,978
Baroness M Jay 11,528 10,836
Dr. IE Kenny 80,687 65,136
B Mulroney 35,000 -
F Murray 10,000 6,000
AC O'Reilly 1,160,000 1,000,000
AJ O'Reilly Jr 322,000 320,000
GK O'Reilly 1,044,824 982,822
BE Somers 12,000 -
240,798,816 214,085,154

Company Secretary
A Donagher 81,215 78,269
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7. Directors and Company Secretary and their Interests (continued)

APN News & Media Limited
Ordinary Shares of A$0.40 each

At 31 December

At 31 December

2008 2007
Beneficial
VC Crowley 760,404 940,404
AC O'Reilly 1,000,000 1,000,000
GK O'Reilly 20,000 20,000
PM Cosgrove 100,000 100,000
1,880,404 2,060,404
Interests in Share Options:
Independent News & Media PLC
Share Options over Ordinary Shares of €0.30 each
Weighted
At 31 Granted Exercised At 31 Average
December During During December Exercise Exercisable
2007 Year Year 2008 Price Up to
Sir Anthony O'Reilly 5,200,000 - - 5,200,000 €2.44 18.12.2017
DJ Buggy 3,627,425 - (100,000) 3,427,425 €2.42 18.12.2017
VC Crowley 3,654,850 - (221,940) 3,432,910 €2.44 18.12.2017
IG Fallon 3,250,000 - - 3,250,000 €2.44 18.12.2017
GK O'Reilly 3,860,335 - - 3,860,335 €2.36 18.12.2017
19,492,610 - (321,940) 19,170,670
Company Secretary
A Donagher 497,131 - - 497,131 €2.33 18.12.2017
The above mentioned options are exercisable at prices ranging from €1.41 to €2.95 per share.
Details of share options exercised during the year are as follows:
Weighted Average

DJ Buggy
VC Crowley

No. of Options Weighted Average

Exercised Exercise Price
100,000 €1.41
221,940 €1.41

Share Price at
Exercise Dates

€1.84
€2.15

The market price of Ordinary Shares of €0.30 each was €0.42 at 31 December 2008 and €2.37 at 31 December 2007 and ranged
from €0.41 to €2.41 during the year. Details of outstanding options in the Company are given in note 27 to the financial statements.

The Directors and Company Secretary and their families had no other beneficial interests in the shares of the Company or any
subsidiary undertaking of the Company at 31 December 2008, other than interests in Independent News & Media PLC and APN

News & Media Limited as noted above.

Full details of Directors’ shareholdings and options are included in the Register of Directors’ Interests.

Post Year End:

There have been no changes in any of the above interests between 31 December 2008 and 28 April 2009.
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We have audited the Group and Parent Company financial statements (the “financial statements”) of Independent News & Media PLC for
the year ended 31 December 2008 on pages 47 to 111, which comprise the Group Income Statement, the Group and Parent Company
Balance Sheets, the Group and Parent Company Cash Flow Statements, the Group and Parent Company Statements of Recognised
Income and Expense and the related notes. These financial statements have been prepared under the accounting policies set out on
pages 53 to 61. We have also audited certain information that is so described on pages 41 to 42 of the Remuneration Report.

Respective responsibilities of Directors and Auditors

The Directors’ responsibilities for preparing the Annual Report, the Remuneration Report and the financial statements, in accordance with
applicable Irish law and EU International Financial Reporting Standards (IFRSs) as adopted by the European Union, are set out in the
Statement of Directors’ Responsibilities.

Our responsibility is to audit the financial statements and the part of the Remuneration Report to be audited in accordance with relevant
legal and regulatory requirements and International Standards on Auditing (UK and Ireland). This report, including the opinion, has been
prepared for and only for the Company’s members as a body in accordance with Section 193 of the Companies Act, 1990 and for no
other purpose. We do not, in giving this opinion, accept or assume responsibility for any other purpose or to any other person to whom
this report is shown or into whose hands it may come save where expressly agreed by our prior consent in writing.

We report to you our opinion as to whether the Group financial statements give a true and fair view, in accordance with IFRSs as adopted
by the European Union. We report to you our opinion as to whether the Parent Company financial statements give a true and fair view, in
accordance with IFRSs as adopted by the European Union, as applied in accordance with the provisions of the Companies Acts, 1963 to
2006. We also report to you whether the financial statements and the part of the Remuneration Report to be audited have been properly
prepared in accordance with Irish statute comprising the Companies Acts, 1963 to 2006, and Article 4 of the IAS Regulation. We state
whether we have obtained all the information and explanations we consider necessary for the purposes of our audit, and whether the
Parent Company Balance Sheet is in agreement with the books of account. We also report to you our opinion as to:

—  whether the Company has kept proper books of account;

— whether the Directors’ Report is consistent with the financial statements; and

— whether at the balance sheet date there existed a financial situation which may require the Company to convene an extraordinary
general meeting of the Company; such a financial situation may exist if the net assets of the Company, as stated in the Parent
Company Balance Sheet, are not more than half of its called-up share capital.

We also report to you if, in our opinion, any information specified by law or the Listing Rules of the Irish Stock Exchange regarding
Directors’ remuneration and Directors’ transactions is not disclosed and, where practicable, include such information in our report.

We review whether the Corporate Governance Statement on page 39 reflects the Company’s compliance with the nine provisions

of the Combined Code 2006 specified for our review by the Listing Rules of the Irish Stock Exchange, and we report if it does not.
We are not required to consider whether the Board'’s statements on internal control cover all risks and controls, or form an opinion on
the effectiveness of the Group's corporate governance procedures or its risk and control procedures.

We read the other information contained in the Annual Report and consider whether it is consistent with the audited financial statements.
The other information comprises only the Chairman’s Statement, the Chief Executive's Review, the Operating & Financial Review,

the Operations Review, the Corporate Social Responsibility statement, the Corporate Governance Report, the Directors’ Report

and the unaudited part of the Remuneration Report. We consider the implications for our report if we become aware of any apparent
misstatements or material inconsistencies with the financial statements. Our responsibilities do not extend to any other information.

Basis of audit opinion

We conducted our audit in accordance with International Standards on Auditing (UK and Ireland) issued by the Auditing Practices
Board. An audit includes examination, on a test basis, of evidence relevant to the amounts and disclosures in the financial statements
and the part of the Remuneration Report to be audited. It also includes an assessment of the significant estimates and judgments made
by the Directors in the preparation of the financial statements, and of whether the accounting policies are appropriate to the Group'’s and
Company'’s circumstances, consistently applied and adequately disclosed.

We planned and performed our audit so as to obtain all the information and explanations which we considered necessary in order to
provide us with sufficient evidence to give reasonable assurance that the financial statements and the part of the Remuneration Report
to be audited are free from material misstatement, whether caused by fraud or other irregularity or error. In forming our opinion we also
evaluated the overall adequacy of the presentation of information in the financial statements.
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Opinion
In our opinion:

— the Group financial statements give a true and fair view, in accordance with IFRSs as adopted by the European Union, of the
state of the Group's affairs as at 31 December 2008 and of its loss and cash flows for the year then ended;

— the Parent Company financial statements give a true and fair view, in accordance with IFRSs as adopted by the European Union,
as applied in accordance with the provisions of the Companies Acts, 1963 to 2006, of the state of the Parent Company'’s affairs
as at 31 December 2008 and of its cash flows for the year then ended; and

— the financial statements and the part of the Remuneration Report to be audited have been properly prepared in accordance with
the Companies Acts, 1963 to 2006, and Article 4 of the IAS Regulation.

We have obtained all the information and explanations which we consider necessary for the purposes of our audit. In our opinion proper
books of account have been kept by the Company. The Parent Company Balance Sheet is in agreement with the books of account.

In our opinion the information given in the Directors’ Report on pages 37 to 39 is consistent with the financial statements.

The net assets of the Company, as stated in the Parent Company Balance Sheet on page 50 are more than half of the amount of its
called-up share capital and, in our opinion, on that basis there did not exist at 31 December 2008 a financial situation which under Section
40(1) of the Companies (Amendment) Act, 1983 would require the convening of an extraordinary general meeting of the Company.

Emphasis of matter — going concern

In forming our opinion, which is not qualified, we have considered the adequacy of the disclosures made in note 1 to the financial
statements concerning the Directors’ confidence in the Group's ability to continue as a going concern. The matters explained in note 1
indicate the existence of a material uncertainty which may cast significant doubt about this ability. The financial statements do not include
any adjustments that would be necessary if the Group were unable to continue as a going concern.

PricewaterhouseCoopers
Chartered Accountants and Registered Auditors
Dublin

29 April 2009
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Year Ended 31 December 2008

Year Ended 31 December 2007

Before Before
Exceptional Exceptional Exceptional  Exceptional
Items Items* Total ltems ltems* Total
notes €m €m €m €m €m €m
Revenue 5 1,476.6 - 1,476.6 1,673.5 - 1,673.5
Operating profit/(loss) 3 290.3 (365.9) (75.6) 349.2 (37.7) 311.5
Share of results of associates and
joint ventures 16 12.9 - 12.9 19.3 - 19.3
Finance income/costs: 4
—  Finance income 8.9 - 8.9 10.9 - 10.9
—  Finance costs (100.4) (7.2) (107.6) (93.3) - (93.3)
Profit/(loss) before taxation 211.7 (373.1) (161.4) 286.1 (37.7) 248.4
Taxation (charge)/credit 8 (41.4) 43.4 2.0 (567.2) 4.5 (52.7)
Profit/(loss) for the year 170.3 (329.7) (159.4) 228.9 (33.2) 195.7
Attributable to:
Minority interests 66.3 (61.3) 5.0 85.2 (0.2) 85.0
Equity holders of the parent 104.0 (268.4) (164.4) 143.7 (33.0) 110.7
170.3 (329.7) (159.4) 228.9 (33.2) 195.7
(Loss)/earnings per ordinary
share (cent)
- Basic 13 (19.9¢) 14.6c
—  Diluted 13 (19.9¢) 14.5¢
*  Note 7

On behalf of the Board

Sir Anthony O'Reilly
Donal J Buggy



48

INDEPENDENT NEWS & MEDIA PLC
ANNUAL REPORT 2008

GROUP STATEMENT OF
RECOGNISED INCOME AND EXPENSE

Year Ended Year Ended
31 December 31 December
2008 2007
notes €m €m
Items of (expense)/income recognised directly in equity
Currency translation adjustments 26 (297.4) (63.1)
Retirement benefit obligations:
—  Actuarial (losses)/gains 36 (64.9) 15.1
—  Movement on deferred tax asset 23 7.0 (2.0)
Losses relating to cash flow hedges (5.1) (0.7)
Net expense recognised directly in equity (360.4) (50.7)
(Loss)/profit for the year (159.4) 195.7
Total recognised income and expense for the year (519.8) 145.0
Attributable to:
Minority interests (91.6) 82.9
Equity holders of the parent (428.2) 62.1
(519.8) 145.0
Year Ended Year Ended
31 December 31 December
2008 2007
€m €m
Items of income/(expense) recognised directly in equity - -
(Loss)/profit for the year (120.7) 82.4
Total recognised income and expense for the year (120.7) 82.4
Attributable to:
Equity holders of the parent (120.7) 82.4
(120.7) 82.4

On behalf of the Board

Sir Anthony O'Reilly
Donal J Buggy
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31 December

31 December

2008 2007
notes €m €m
Assets
Non-Current Assets
Intangible assets 14 1,330.5 1,805.4
Property, plant and equipment 15 334.9 376.5
Investments in associates and joint ventures 16 69.6 90.0
Deferred taxation assets 23 19.3 54.7
Available-for-sale financial assets 17 16.7 37.0
Trade and other receivables 20 21.8 45.9
1,792.8 2,409.5
Current Assets
Inventories 19 14.9 16.7
Trade and other receivables 20 210.6 298.1
Current income tax assets 0.5 3.5
Derivative financial instruments 18 - 0.9
Cash and cash equivalents 30 80.7 147.5
306.7 466.7
Total Assets 2,099.5 2,876.2
Liabilities
Current Liabilities
Trade and other payables 21 238.5 274.3
Current income tax liabilities 21 12.0 20.1
Borrowings 24 336.3 221.7
Derivative financial instruments 18 5.5 3.3
Provisions for other liabilities and charges 22 36.8 27.1
629.1 546.5
Non-Current Liabilities
Borrowings 24 1,054.6 1,241.5
Retirement benefit obligations 36 148.8 100.4
Deferred taxation liabilities 23 125.6 233.5
Other payables 5.0 6.4
Provisions for other liabilities and charges 22 3.4 0.8
1,337.4 1,582.6
Total Liabilities 1,966.5 2,129.1
Net Assets 133.0 7471
Equity
Capital and Reserves Attributable to
Company’s Equity Holders
Share capital 25 263.6 249.2
Other reserves 26 196.9 377.9
Retained losses 26 (738.5) (454.9)
(278.0) 172.2
Minority Interests 26 411.0 574.9
Total Equity 133.0 747 1

On behalf of the Board

Sir Anthony O'Reilly
Donal J Buggy
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31 December

31 December

2008 2007
notes €m €m
Assets
Non-Current Assets
Investments in subsidiary undertakings 588.5 588.8
Current Assets
Trade and other receivables 20 732.3 854.0
Cash and cash equivalents 30 3.8 4.7
736.1 858.7
Total Assets 1,324.6 1,447.5
Liabilities
Current Liabilities
Trade and other payables 21 422.7 421.2
Non-Current Liabilities
Borrowings 24 160.2 142.2
Total Liabilities 582.9 563.4
Net Assets 741.7 884.1
Equity
Capital and Reserves Attributable to
Company’s Equity Holders
Share capital 25 263.6 249.2
Other reserves 26 599.5 533.0
Retained (losses)/earnings 26 (121.49) 101.9
Total Equity 741.7 884.1

On behalf of the Board

Sir Anthony O'Reilly
Donal J Buggy
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Year Ended Year Ended
31 December 31 December
2008 2007
notes €m €m
Cash generated from operations 287.3 278.8
Income tax paid (34.9) (33.9)
Cash generated by operating activities 29 252.4 244.9
Cash flows from investing activities
Purchases of property, plant and equipment (55.8) (65.0)
Proceeds from sale of property, plant and equipment 17.7 18.0
Purchases of intangible assets (18.7) (70.5)
Purchases of subsidiary undertakings 28 (25.3) -
Cash acquired with subsidiary undertakings 28 21.4 -
Purchases of associates and joint ventures 16 (5.9) (1.4)
Advances to associates and joint ventures (4.3) (3.4)
Loans repaid by associates and joint ventures 3.0 3.6
Purchases of available-for-sale financial assets 17 (1.4) (11.1)
Proceeds from sale of available-for-sale financial assets 3.9 0.3
Interest received 8.2 11.4
Dividends received 16 4.9 7.8
Net cash used in investing activities (52.3) (110.3)
Cash flows from financing activities
Proceeds from issuance of ordinary shares 0.1 13.5
Debt issue costs (1.0) (1.5)
Interest paid (94.0) (89.5)
Proceeds from borrowings 323.3 535.7
Repayment of borrowings (263.7) (172.6)
Repayment of compound financial instruments - 9.9)
Dividends paid to shareholders of the parent (97.7) (72.6)
Payment of finance lease liabilities (45.6) (43.6)
Purchases of treasury shares - (138.3)
Issue of minority interests by subsidiary undertaking 0.9 6.8
Dividends paid to minority interests (72.8) (77.3)
Purchases of minority interests - (35.8)
Net cash used in financing activities (250.5) (85.1)
Net (decrease)/increase in cash and cash equivalents
and bank overdrafts in the year (50.4) 49.5
Balance at beginning of the year 145.9 100.7
Exchange losses (23.9) (4.3)
Cash and cash equivalents and bank overdrafts at
end of the year 30 71.6 145.9

On behalf of the Board

Sir Anthony O'Reilly
Donal J Buggy
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Year Ended Year Ended
31 December 31 December
2008 2007
notes €m €m
Net cash generated by/(used in) operating activities 29 0.1 (1.1)
Cash flows from investing activities
Investment in subsidiary undertaking (10.0) (14.5)
Interest received 0.9 0.2
Dividends received 191.4 102.4
Net cash received from investing activities 182.3 88.1
Cash flows from financing activities
Proceeds from issuance of ordinary shares 0.1 13.5
Debt issue costs - (1.2)
Interest paid (6.5) (1.7)
Proceeds from borrowings 98.0 171.2
Repayment of borrowings (80.5) (27.8)
Movement on loans due to/from Group companies (96.7) (32.6)
Purchases of treasury shares - (138.3)
Dividends paid to Company's shareholders 97.7) (72.6)
Net cash used in financing activities (183.3) (89.5)
Net decrease in cash and cash equivalents and bank overdrafts in the year (0.9) (2.5)
Balance at beginning of the year 4.7 7.2
Cash and cash equivalents and bank overdrafts at end of the year 30 3.8 4.7

On behalf of the Board

Sir Anthony O'Reilly
Donal J Buggy
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NOTES TO THE FINANCIAL STATEMENTS

1. Accounting Policies

The significant accounting policies adopted by the Group are set out below. These policies have been consistently applied to all the
years presented, unless otherwise stated.

Basis of Preparation and Liquidity

In accordance with EU Regulations, the Group financial statements for the year ended 31 December 2008 have been prepared in
accordance with EU adopted International Financial Reporting Standards (“IFRS”) and IFRIC interpretations, and with those parts of
the Companies Acts, 1963 to 2006, and Atrticle 4 of the IAS Regulation, applicable to companies reporting under IFRS.

The Group's consolidated financial statements have been prepared on the going concern basis, which assumes that the Group will
continue to be able to meet its liabilities as they fall due for the foreseeable future. However, as a result of the current difficult credit
markets, the Group has been unable to raise new debt to fund the maturity of the €200m 5.75% bond (“Bonds”) which is due to
mature on 18 May 2009. The Group currently does not have sufficient financial headroom available under its existing facilities in order
to meet this maturity and service its debt obligations.

In addition, the Group's bank facilities contain certain covenant tests relating to Net Debt to EBITDA and EBITDA to Net Interest.
Failure of a covenant test would render the facilities in default and repayable on demand at the option of the lenders if an amendment
or waiver is not granted by the lenders in advance. The Group reports on these covenants to the eight banks within the Group's bank
group (the “Banks”) bi-annually as part of the facility agreements. While the Group was compliant with its banking covenants as at

31 December 2008, the covenants are due to be tested again as at 30 June 2009 and 31 December 2009. The Group remains both
profitable and cash generative but, given the continued difficult trading conditions within which the Group is currently operating, there
is now a strong likelihood of a breach of the financial covenants within the Group's borrowing facilities during 2009 if an amendment
or waiver is not granted by the lenders in advance.

The Group has appointed Rothschild and Davy Stockbrokers to advise it in relation to its refinancing requirements and the Group has
entered into constructive discussions with an ad-hoc committee of the holders of the Bonds (the “Bondholders”), its Banks and the
two major shareholders, in relation to the Group'’s proposal to reschedule maturities on the Bonds and Bank debt and agree covenant
amendments and the provision of sufficient working capital facilities. However, there can be no certainty that these discussions with
the Bondholders, the Banks and the two major shareholders will be successfully concluded or that banking facilities will continue to
be available to the Group on commercially acceptable terms.

In order to amend the terms of the Bonds (including the maturity date of the Bonds) a meeting of the Bondholders must be convened.
Such a meeting requires 21 clear days notice to the Bondholders and requires 75% of those voting at such a meeting to approve
any amendment to the terms. Given the time available does not permit the holding of a Bondholders meeting by 18 May 2009, the
Company will seek a financial standstill with the Bondholders and Banks, whereby no party will take any action to enforce any claim
for any payment during the financial standstill period.

Given the current economic circumstances and the difficulties in raising finance, the Directors have had detailed and ongoing
discussions as a Board. Following these discussions, although the Directors remain confident of a satisfactory outcome, they have
concluded that as the combination and timing of these circumstances is not entirely within their control, they indicate the existence
of a material uncertainty which may cast significant doubt on the Group's and Company’s ability to continue as a going concern.

If this is the case, the Group and Company may be unable to continue to realise assets and discharge liabilities in the normal course
of business.

However, discussions to date with the Group’s Bondholders, Banks and two major shareholders have indicated a willingness to
seek agreement and the Directors remain confident that an agreement will be reached with them which is acceptable to the Group.
Consequently, having made due enquiries and considering the uncertainties described above, the Directors have a reasonable
expectation that the Group and Company has and will have adequate resources to continue in operational existence for the
foreseeable future. For this reason, the Directors continue to adopt the going concern basis in preparing the financial statements
and these financial statements do not include any adjustments that would result from the going concern basis of preparation

being inappropriate.

Historical Cost Convention

This financial information has been prepared on the historical cost basis and the measurement at fair value of certain
financial instruments.
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1. Accounting Policies (continued)

Basis of Consolidation

The consolidated financial statements include the financial statements of the Company and its subsidiary undertakings. All intra-group
transactions, balances, income and expenses are eliminated on consolidation.

(i) Subsidiary undertakings are included in the financial statements from the date on which control over the operating and financial
policies is obtained and cease to be consolidated from the date on which control is transferred out of the Group. Subsidiaries are
all entities (including special purpose entities) over which the Group has the power to govern the financial and operating policies.
The existence and effect of potential voting rights that are currently exercisable or convertible are considered when assessing
whether the Group controls another entity. Control exists when the Group has the power, directly or indirectly, to govern the
financial and operating policies of an entity so as to obtain economic benefits from its activities.

(i) Minority interests represent the proportion of the profit or loss and net assets of a subsidiary attributable to equity interests that
are not owned, directly or indirectly through subsidiaries, by the Parent Company.

(i

=

Share issue programmes by subsidiaries in which the Group does not participate can give rise to changes in the Group's
shareholding. Gains or losses arising from a dilution in the Group's shareholding from such transactions are recognised in the
Income Statement. Purchases from minority interests may result in goodwill, being the difference between any consideration paid
and the relevant share of net assets acquired.

Associates and Joint Ventures

Associates are entities, not being subsidiary undertakings or joint ventures, over which the Group has the ability to exercise significant
influence over the operating and financial policies. Joint ventures are entities which the Group jointly controls with one or more
entities/companies.

The Group's share of the results and net assets of associates and joint ventures are included based on the equity method of
accounting. The Group's share of its associates’ and joint ventures’ post-acquisition profits or losses is recognised in the Income
Statement and its share of post-acquisition movement in reserves is recognised in reserves. The cumulative post-acquisition
movements are adjusted against the carrying amount of the investment. The Group's investment in associates and joint ventures
includes goodwill identified on acquisition, net of any accumulated impairment loss. The results of associates and joint ventures are
included from the effective date on which the Group obtains significant influence/joint control and are excluded from the effective date
on which the Group ceases to have significant influence/joint control.

Exceptional Items

The Group has adopted an Income Statement format which highlights significant items within the Group's results for the year.
Exceptional items are those items of income and expense that the Group considers are material and/or of such a nature that their
separate disclosure is relevant to a better understanding of the Group’s financial performance. Judgement is used by the Group in
assessing the particular items, which by virtue of their materiality and/or nature, are disclosed in the Group Income Statement and
related notes as exceptional items.

Segment Reporting

A geographical segment is engaged in providing products and services within a particular economic environment that is subject to
risks and returns that are different from those of segments operating in other economic environments. A business segment is a group
of assets and operations engaged in providing products and services that are subject to risks and returns that are different from those
of other business segments. The Group's primary format for segment reporting is geographical segments and the secondary format is
business segments. The risks and returns of the Group's operations are primarily determined by the different geographical locations
of the Group’s operations rather than the different business segments that the Group operates in. This is reflected by the Group’s
management and organisational structure and the Group's internal financial reporting systems. The Group's subsidiaries operate

in four geographical segments: Ireland; United Kingdom; South Africa; and Australasia. The Group has three business segments:
Printing, publishing, online, distribution of newspapers and magazines and commercial printing; Radio; and Outdoor advertising.

Revenue Recognition

Revenue is measured at the fair value of the consideration received or receivable and represents amounts receivable for goods and
services provided in the normal course of business, net of discounts, returns and Value Added Tax.

Circulation and printing revenue is recognised when control of the goods passes to the buyer. Advertising revenue (net of agency
commission) from publishing is recognised when a newspaper or magazine is published, from radio when the advertisement is
broadcast and from outdoor over the period that the advertisement is displayed. Online advertising revenue is recognised over the
period that the advertisement is displayed. Distribution revenue is recognised when the newspaper or magazine has been delivered.

Interest income is accrued on a time basis, by reference to the principal outstanding and at the effective interest rate over the period
to expected maturity.

Dividend income is recognised when the right to receive payment is established.
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1. Accounting Policies (continued)
Property, Plant and Equipment

Property, plant and equipment is stated at historical cost less accumulated depreciation and any recognised impairment loss. Historical
cost includes all expenditure that is directly attributable to the acquisition of the items. Cost will also include transfers from equity of
any gains/losses on qualifying cash flow hedges of foreign currency purchases of property, plant and equipment. Each part of an item
of property, plant and equipment with a cost that is significant in relation to the total cost of the item is depreciated separately.

Depreciation is charged so as to write off the cost of assets, other than land, over their estimated useful lives, using the straight-line
method as follows:

Buildings 40-100 years
Plant and equipment 3-25 years
Vehicles 4-6 years

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

Subsequent costs are included in the asset’s carrying amount or recognised as a separate asset, as appropriate, only when it is
probable that future economic benefits associated with the item will flow to the Group and the cost of the item can be measured
reliably. All other repairs and maintenance are charged to the Income Statement during the financial year in which they are incurred.

Borrowing costs directly attributable to the construction of property, plant and equipment are capitalised as part of the cost of
those assets.

Leases

Leases of property, plant and equipment where the Group has substantially all of the risks and rewards of ownership are classified as
finance leases. Finance leases are capitalised at the outset of the lease at the fair value of the leased property, plant and equipment,
or if lower, at the present value of the minimum lease payments. Each lease payment is allocated between the liability and finance
charges so as to achieve a constant periodic rate of interest on the balance of the liability outstanding. The interest element of the
finance cost is charged to the Income Statement over the lease period so as to produce a constant periodic rate of interest on the
remaining balance of the liability for each period. Property, plant and equipment acquired under finance leases are depreciated over
a useful economic life consistent with that for depreciable assets that are owned. If there is no reasonable certainty that title to the
asset will transfer to the lessee at the end of the lease period the asset shall be depreciated over the shorter of the lease term and its
useful life.

Leases in which a significant portion of the risks and rewards of ownership are retained by the lessor are classified as operating
leases. Payments made under operating leases, excluding contingent payments, are charged to the Income Statement on a
straight-line basis over the period of the lease.

Intangible Assets

(i) Goodwill
Goodwill arising in respect of acquisitions completed prior to 1 January 2004 is included at its carrying amount as recorded
under Irish GAAP. Goodwill represents the excess of the cost of an acquisition over the fair value of the Group's share of the
net identifiable assets/liabilities of the acquired subsidiary/associate/joint venture at the date of acquisition. Goodwill acquired in
a business combination is recognised as an asset and is allocated, from the acquisition date, to the respective cash generating
units or groups of cash generating units that are expected to benefit from the business combination in which the goodwill arose.
Goodwill is reviewed for impairment at least annually. Any impairment is recognised immediately in the Income Statement and
is not subsequently reversed. Goodwill on acquisition of subsidiaries is included in intangible assets. Goodwill on acquisition of
associates and joint ventures is included in investments in associates and joint ventures. When calculating gains and losses on
the disposal of an entity, the carrying value of goodwill relating to that entity is included in the carrying amount of the entity sold.
If tax losses of a company acquired in a business combination are recognised in a period subsequent to the period in which
the business combination took place, then the carrying amount of goodwill shall be reduced to the amount that would have
been recognised if the deferred tax asset had been recognised from the acquisition date with a consequent charge to the
Income Statement.

(ij) Mastheads, Radio Licences, Transit and Electronic Systems and Brands
An intangible asset shall be recognised if, and only if, it is probable that the expected future economic benefits that are attributable
to the asset will flow to the entity and the cost of the asset can be measured reliably.

Mastheads, radio licences, transit and electronic systems and brands are initially recorded at cost. Where these assets have been
acquired through a business combination, cost will be the fair value allocated in acquisition accounting.

An intangible asset shall be regarded by the Group as having an indefinite useful life when, based on an analysis of all of the
relevant factors, there is no foreseeable limit to the period over which the asset is expected to generate net cash inflows for the
entity. Based on an analysis of relevant factors (such as the stability of the industry, actions of competitors and typical product
life cycles), most of the Group’s mastheads, radio licences, transit and electronic systems and brands are regarded as having
an indefinite useful life. This is supported by a range of factors, including, their proven value over long periods, their sustainable
position in the market and durability, because they are expected to maintain market share and profitability over a long period.
This is also supported by the barriers to entry that exist, the nature of competition in these industries, the intellectual property
rights and the quality of branding associated with these mastheads, radio licences, transit and electronic systems and brands.
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1. Accounting Policies (continued)
Intangible Assets (continued)

(ij) Mastheads, Radio Licences, Transit and Electronic Systems and Brands (continued)
These mastheads, radio licences, transit and electronic systems and brands are subject to an annual impairment review at cash
generating unit level to identify whether the carrying amount exceeds the recoverable amount.

A number of the Group’s New Zealand radio licences are considered to have a finite economic life. These radio licences expire
on 31 March 2011. Ownership of these frequencies reverts to the New Zealand Government at this time. However, the New
Zealand Government has agreed that incumbents will have first right of refusal in renewing the licences to 2031 based on an
agreed maximum price. Therefore, after making allowance for the cost of renewal, such licences are being amortised on a
straight line basis to 31 March 2031.

Internally generated mastheads, radio licences, transit and electronic systems and brands are not capitalised and any expenditure
on such assets is charged to the Income Statement in the year in which the expenditure is incurred.

(iii) Computer Software
Acquired computer software licences are capitalised as intangible assets on the basis of the costs incurred to acquire and bring
to use the specific software.

Costs that are directly attributable to the production of identifiable and unique software products controlled by the Group, and
that will probably generate economic benefits exceeding costs beyond one year, are recognised as intangible assets. Directly
attributable costs include the software development employee costs and an appropriate portion of relevant overheads.

Computer software costs are amortised over their estimated useful lives (ranging in most cases from three to five years).

Other costs in respect of computer software are recognised as an expense as incurred.

Share Capital

Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of new shares or options are included
within equity as a deduction from the proceeds.

Where any Group company purchases the Parent Company's equity share capital (treasury shares), the consideration paid, including
any directly attributable incremental costs is deducted from equity attributable to the Parent Company's equity holders until the shares
are reissued. Where such shares are subsequently reissued, any consideration received, net of any directly attributable incremental
transaction costs is included in equity attributable to the Parent Company’s equity holders.

Impairment of Non-Financial Assets

Assets that have an indefinite useful life are not subject to amortisation and are tested for impairment annually and whenever there is
an indication that the asset may be impaired. Assets that are subject to amortisation are reviewed for impairment whenever events or
changes in circumstances indicate that the carrying amount may not be recoverable.

The impairment loss recognised is 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.

Where an asset does not generate cash flows that are independent from other assets, the Group estimates the recoverable amount
of the cash generating unit to which the asset belongs. A cash generating unit is the lowest level for which there are separately
identifiable cash flows.

If an impairment loss is recognised for a cash generating unit, it is allocated to reduce the carrying amount of the assets of the unit in
the following order:

(i) first, to reduce the carrying amount of any goodwill allocated to the cash generating unit; and
(i) then, to the other assets of the unit pro-rata on the basis of the carrying amount of each asset in the unit.

Business Combinations

The Group applies the purchase method of accounting for all business combinations. The Group has availed of the IFRS 1 exemption
in relation to business combinations and has not restated business combinations prior to the date of transition to IFRS on 1 January
2004. IFRS 3 has been applied prospectively by the Group from 1 January 2004 and goodwill amortisation ceased from that date.

The cost of a business combination is the aggregate of the fair values at the date of exchange of assets given, liabilities incurred or
assumed, equity instruments issued by the acquirer and any directly attributable costs. Adjustments to the business combination’s
cost that are contingent on future events are included in the combination’s cost at the acquisition date if the adjustment is probable
and has been reliably measured.

At the date of acquisition, the acquiree’s identifiable net assets and contingent liabilities are measured at their fair values. Adjustments
to the initial accounting for a business combination are recognised within 12 months of the acquisition date. The interest of minority
shareholders is calculated based on fair values of assets and liabilities at the acquisition date.



57

INDEPENDENT NEWS & MEDIA PLC
ANNUAL REPORT 2008

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

1. Accounting Policies (continued)

Business Combinations (continued)

A business combination may involve more than one exchange transaction when it occurs in stages by successive share purchases.
Under such a combination each exchange transaction is treated separately by the Group, using the cost of the transaction and fair
value information at the date of each exchange transaction, to determine the amount of any goodwill associated with that transaction.
This results in a step-by-step comparison of the cost of the individual investments with the acquirer’s interest in the fair values of the
acquiree's identifiable assets, liabilities and contingent liabilities at each step.

Employee Benefits

@

(i)

Pension Obligations
The Group operates a number of defined benefit and defined contribution plans, the assets of which are held in separate trustee
administered funds.

Defined Contribution Plans
Contributions to defined contribution plans are recognised as an expense in the Income Statement as incurred.

Defined Benefit Plans
The pension costs relating to the Group’s defined benefit pension schemes are assessed in accordance with the advice of
independent qualified actuaries using the projected unit credit method.

In applying IAS 19 Employee Benefits, the Group has chosen the option to recognise all actuarial gains and losses in the period
that they occur. Such gains and losses are recognised in the Statement of Recognised Income and Expense.

The amount recognised in the Balance Sheet in respect of defined benefit pension plans is the present value of the defined
benefit obligation at the balance sheet date less the fair value of the plan assets.

The pension obligations are measured at the present value of the estimated future cash outflows, discounted using interest rates
of high quality corporate bonds in the currency in which the obligation is measured, which have terms to maturity approximating
the terms of the related liability. Plan assets are measured at bid values.

The amounts charged to the Income Statement in respect of defined benefit plans consist of current service cost, interest cost
(charged to operating profit), the expected return on any plan assets, the effect of any curtailments or settlements and past
service costs.

Past service costs are recognised as an expense over the average period until the benefits vest, unless they are already vested,
in which case the past service costs are recognised as an expense immediately.

Post-Retirement Medical Aid

The Group also has post-retirement medical aid obligations in respect of certain employees. The expected costs of these benefits
are accrued over the period of employment, using an accounting methodology similar to that for defined benefit pension plans
and determined by independent qualified actuaries.

Share Based Compensation
The Group operates an equity-settled share based compensation plan for Directors and executives.

In accordance with IFRS 1, the Group has elected to implement the measurement requirements of IFRS 2 in respect of only
those equity-settled share options that were granted after 7 November 2002 and that had not vested as at 1 January 2005.

The fair value of the employee services received in exchange for the grant of options is recognised as an expense over the
vesting period. The total amount to be expensed over the vesting period is determined by reference to the fair value of the options
granted at the grant date. At each balance sheet date, the Group revises its estimate of the number of options that are expected
to vest. It recognises the impact of the revision of original estimates, if any, in the Income Statement, and a corresponding
adjustment to equity over the remaining vesting period.

The proceeds received net of any directly attributable transaction costs are credited to share capital (nominal value) and share
premium when the options are exercised.

The fair value of share options has been assessed using the Binomial Model.

(iiij) Termination Benefits

Termination benefits are payable when employment is terminated before normal retirement date, or whenever an employee

is expected to accept voluntary redundancy in exchange for these benefits. The Group recognises these benefits when it is
demonstrably committed to terminating the employment of current employees in line with a formal plan, or providing termination
benefits as a result of the expected take up of an offer for voluntary redundancy.
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1. Accounting Policies (continued)
Inventories

Inventories are stated at the lower of cost and net realisable value. Cost is determined using the first-in, first-out (FIFO) method.
Cost comprises cost of purchase, i.e. supplier's invoice price (net of discounts), with the addition of charges such as freight, or duty,
where appropriate.

Net realisable value comprises the actual or estimated selling price (net of discounts), less all costs to be incurred in marketing,
selling and distribution.

Dividends

Dividends are recognised as a liability in the financial statements in the period in which the dividends are approved. Proposed
dividends that are approved after the balance sheet date are not recognised as a liability at that balance sheet date, but are disclosed
in a note to the financial statements.

Taxation
The tax expense represents the sum of current and deferred tax.

Current tax is based on taxable profit for the year and is calculated using tax rates that have been enacted or substantively enacted by
the balance sheet date.

Deferred tax is provided, using the liability method, on temporary differences that exist at the balance sheet date. A temporary
difference is a difference arising between the tax base of all assets (except goodwill) and liabilities and their carrying amounts in the
financial statements. However, if the deferred tax arises from initial recognition of an asset or liability in a transaction other than a
business combination, that at the time of the transaction affects neither accounting nor taxable profit or loss, it is not accounted for.
Deferred tax is determined using tax rates (and laws) that have been enacted or substantively enacted by the balance sheet date
and are expected to apply when the related deferred tax asset is realised or the deferred tax liability is settled. Deferred tax 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.

Deferred tax is provided on temporary differences arising on investments in subsidiaries, joint ventures and associates, except where
the timing of the reversal of the temporary difference is controlled by the Group and it is probable that the temporary difference will
not reverse in the foreseeable future.

Tax income or expense is reported in the Income Statement if it relates to items that are reported in the Income Statement. For items
that are recognised in equity, the related tax is also recognised in equity.

Provisions

Provisions are recognised when the Group has a present legal or constructive obligation as a result of past events, it is more likely
than not that an outflow of resources will be required to settle the obligation, and the amount can be reliably estimated. Where there
are a number of similar obligations, the likelihood that an outflow will be required in settlement is determined by considering the class
of obligations as a whole.

Provisions are measured at the present value of the expenditures expected to be required to settle the obligation using a pre-tax rate
that reflects current market assumptions of the time value of money and the risks specific to the obligation.

Financial Assets

The Group classifies its financial assets in the following categories: financial assets at fair value through profit or loss; loans and
receivables; and available-for-sale financial assets. Financial assets that meet the criteria to be designated as financial assets at fair
value through profit or loss, or loans and receivables, as listed below, are so designated, with all other financial assets classified as
available-for-sale financial assets. Management determines the classification of its financial assets at initial recognition.

(i) Financial Assets at Fair Value through Profit or Loss
Financial assets at fair value through profit or loss are financial assets that are classified as held-for-trading, or financial assets
that the Group designates as at fair value through profit or loss on initial recognition. Derivative financial instruments are always
categorised as held-for-trading financial assets at fair value through profit or loss, unless they are accounted for as effective
hedging instruments. The Group has not chosen to designate any other financial assets within this category.

(ii) Loans and Receivables
Loans and receivables are non-derivative financial assets, with fixed or determinable payments that are not quoted in an active
market. They arise when the Group provides money, goods or services directly to a debtor with no intention of trading the
receivable. They are initially recognised at fair value and subsequently recorded at amortised cost. They are included in current
assets, except for maturities greater than 12 months after the balance sheet date. Those loans and receivables with a maturity
greater than 12 months are classified as non-current assets. Loans and receivables are included in trade and other receivables in
the Balance Sheet.
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1. Accounting Policies (continued)
Financial Assets (continued)

(iii) Available-for-Sale Financial Assets
Available-for-sale financial assets are non-derivative assets. They mainly include investments in equity securities in which the
Group does not have significant influence or control. They are included in non-current assets unless management intends to
dispose of the investment within 12 months of the balance sheet date.

Purchases and sales of available-for-sale financial assets are recognised on trade-date; the date on which the Group commits
to purchase or sell the asset. Available-for-sale financial assets are initially recognised at fair value plus transaction costs.
Available-for-sale financial assets are derecognised when the rights to receive cash flows from the available-for-sale financial
assets have expired or have been transferred and the Group has transferred substantially all risks and rewards of ownership.

Available-for-sale financial assets are carried at fair value. Changes in the fair value of available-for-sale financial assets are
recognised in equity. When available-for-sale financial assets are sold or impaired, the accumulated fair value adjustments,
previously recognised in equity, are included in the Income Statement as gains and losses. The fair values of quoted
available-for-sale financial assets are based on current bid prices.

The Group assesses at each balance sheet date whether there is objective evidence that a financial asset or a group of financial
assets are impaired. In the case of equity securities classified as available-for-sale, a significant and prolonged decline in the

fair value of the security below its cost is considered in determining whether the securities are impaired. If any such evidence
exists on available-for-sale financial assets, the cumulative loss, measured as the difference between the acquisition cost and the
current fair value, less any impairment loss on that financial asset previously recognised in the Income Statement, is recognised in
the Income Statement.

Accounting for Derivative Financial Instruments and Hedging Activities
Derivative financial instruments are mainly used to manage exposures to foreign exchange and interest rate risks.

Derivatives are initially recognised at fair value on the date a derivative contract is entered into and are subsequently remeasured

at their fair value. The Group designates certain derivatives as hedges of the variability in cash flow attributable to a particular risk
associated with assets and/or liabilities or highly probable forecast transactions (cash flow hedges). The Group documents at the
inception of the hedging transaction the relationship 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 the effectiveness of the hedge in offsetting changes in cash flows of hedged items. The full fair
value of a hedging derivative is classified as a non-current asset or liability if the remaining maturity of the hedged item is more than
12 months and as a current asset or liability, if the remaining maturity of the hedged item is less than 12 months. Trading derivatives
are classified as a current asset or liability.

(i) Cash Flow Hedges
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 loss relating to the ineffective portion is recognised immediately in the Income Statement.
Amounts accumulated in equity are recycled to the Income Statement in the periods when the hedged item affects profit or loss.

When a hedging instrument expires or is sold, or when a hedge no longer meets the criteria for hedge accounting, any
cumulative gain or loss existing in equity at that time is recognised in the Income Statement when the forecast transaction to
which it relates occurs. 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.

(i) Derivatives at Fair Value Through Profit or Loss
Certain derivative instruments do not qualify for hedge accounting. Changes in the fair value of such derivative instruments are
recognised immediately in the Income Statement.

(iii) Net Investment Hedges
Where foreign currency borrowings provide a hedge against a net investment in a foreign operation, foreign exchange differences
are taken directly to the currency translation reserve (being a separate component of equity). Cumulative gains and losses remain
in equity until disposal of the net investment in the foreign operation at which point the related foreign exchange differences are
transferred to the Group Income Statement as part of the overall gain or loss on sale.

Borrowings

Interest bearing loans and overdrafts are recognised initially at fair value, which is the proceeds received, net of transaction costs.
Borrowings are subsequently stated at amortised cost; any difference between the proceeds (net of transaction costs) and the
redemption value is recognised in the Income Statement over the period of the borrowings using the effective interest method.
Borrowings are classified as current liabilities, unless the Group has an unconditional right to defer settlement of the liability for at
least 12 months after the balance sheet date.
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1. Accounting Policies (continued)
Cash and Cash Equivalents

Cash and cash equivalents includes cash on hand, deposits held at call with banks, other short-term highly liquid investments with
maturities of three months or less at inception and bank overdrafts where a legal right of set-off exists. Bank overdrafts where no legal
right of set-off exists are shown within borrowings in current liabilities on the Balance Sheet.

Trade Receivables

Trade receivables are recognised initially at fair value and subsequently measured at amortised cost using the effective interest
method, less provision for impairment. The carrying amount of trade receivables is reduced through the use of a provision for
impairment when there is objective evidence that the Group will not be able to collect all amounts due according to the original terms
of receivables. Significant financial difficulties of the debtor, probability that the debtor will enter bankruptcy or financial reorganisation,
and default in payments are considered indicators that the trade receivable is impaired. The amount of the provision is the difference
between the asset’s carrying amount and the present value of estimated future cash flows. The amount of the provision is recognised
in the Income Statement.

Trade Payables

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

Foreign Currency Translation

(i) Functional and Presentation Currency
The consolidated financial statements are presented in Euro, which is the Company’s functional and presentation currency.
Items included in the financial statements of each of the Group’s entities are measured using the currency that reflects the
primary economic environment in which the entity operates (“the functional currency”).

(i) Transactions and Balances
Foreign currency transactions are translated into the functional currency using the exchange rates prevailing at the dates of the
transactions. Foreign exchange gains and losses resulting from the settlement of such transactions and from the translation
at year end exchange rates of monetary assets and liabilities denominated in foreign currencies are recognised in the Income
Statement, except when deferred in equity as qualifying cash flow hedges or hedges of net investments in foreign entities.

(iii) Group Companies
The results and financial position of all of the Group entities that have a functional currency different from the presentation
currency are translated into the presentation currency as follows:

(a) assets and liabilities for each Balance Sheet presented are translated at the closing rate at the date of that Balance Sheet;

(b) goodwill and fair value adjustments arising on the acquisition of a foreign entity are treated as assets and liabilities of the
foreign entity and are translated at the closing rate;

(c) income and expenses for each Income Statement are translated at average exchange rates; and
(d) all resulting exchange differences are recognised as a separate component of equity.

On consolidation, exchange differences arising from the translation of the net investment in foreign entities, and of borrowings
and other currency instruments designated as hedges of such investments, are taken to equity.

Subsidiary Undertakings and Intercompany Loans

Shares in subsidiary undertakings are stated in the Parent Company’s Balance Sheet at cost less provision for impairment.
Intercompany loans are payable on demand and are stated at cost less provision for impairment.

Earnings Per Share

Basic earnings per share is calculated by dividing the earnings attributable to ordinary shareholders by the weighted average number
of ordinary shares outstanding during the year (excluding treasury shares).

For diluted earnings per share, the weighted average number of ordinary shares outstanding is adjusted to assume conversion of all
potential dilutive options over ordinary shares once the adjustment does not reduce a loss per share.

Basic and diluted earnings per share before exceptional items are presented in order to give a better understanding of the Group'’s
financial performance.
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1. Accounting Policies (continued)
Critical Judgements in Applying the Group’s Accounting Policies

The preparation of financial statements in conformity with IFRS requires the use of certain critical accounting assumptions. It also
requires management to exercise its judgement in the process of applying the Group’s accounting policies.

The areas requiring a higher degree of judgement or complexity, or areas where assumptions and estimates are significant to the
consolidated financial statements, relate primarily to accounting for income taxes, deferred income tax, retirement benefit obligations,
indefinite life intangible assets and exceptional items.

(i) Income Tax
The Group is subject to income taxes in numerous jurisdictions. Significant judgement is required in determining the estimates
in relation to the worldwide provision for income taxes. There are many transactions and calculations for which the ultimate
tax determination is uncertain during the ordinary course of business. The Group recognises liabilities for anticipated tax audit
issues based on estimates of whether additional taxes will be due. Where the final tax outcome of these matters is different from
the amounts that were initially recorded, such differences will impact the income tax and deferred tax provisions in the period in
which such determination is made.

(iij) Deferred Income Tax
Deferred tax assets and liabilities require management judgement in determining the amounts to be recognised. In particular,
significant judgement is used when assessing the extent to which deferred tax assets should be recognised, with consideration
given to the timing and level of future taxable income in the relevant tax jurisdiction.

(iii) Retirement Benefits
The determination of the pension cost and defined benefit obligation of the Group’s defined benefit pension schemes, and its
post-retirement medical aid obligation, depends on the selection of certain assumptions, which include, inter alia, the discount
rate, inflation rate, salary growth, longevity and expected return on scheme assets, all of which are key judgements. Advice is
sourced from independent actuaries in selecting suitable assumptions.

(iv) Determination of Useful Lives and Assessment for Impairment — Intangible and Other Assets
Estimates of value in use or fair value are key judgemental estimates in the financial statements. A number of key assumptions
have been made as a basis for the impairment tests. In each case, these key assumptions have been made by management
reflecting past experience and are consistent with relevant external sources of information (see note 14 for further information).

An intangible asset shall be regarded by the Group as having an indefinite useful life when, based on an analysis of all of the
relevant factors, there is no foreseeable limit to the period over which the asset is expected to generate net cash inflows for the
entity. Based on an analysis of relevant factors (such as the stability of the industry, actions of competitors and typical product
life cycles), most of the Group's mastheads, radio licences, transit and electronic systems and brands are regarded as having
an indefinite useful life. These mastheads, radio licences, transit and electronic systems and brands are subject to an annual
impairment review at cash generating unit level to identify whether the carrying amount exceeds the recoverable amount.

(v) Exceptional Items
The Group has adopted an Income Statement format which highlights significant items within the Group's results for the year.
Exceptional items are those items of income and expense that the Group considers are material and/or of such a nature that their
separate disclosure is relevant to a better understanding of the Group's financial performance. Judgement is used by the Group
in assessing the particular items, which by virtue of their materiality and/or nature, are disclosed in the Group Income Statement
and related notes as exceptional items.

2. Group Financial Statements

The audited financial statements of the Parent Company and its subsidiary undertakings, for the year to 31 December 2008, are
incorporated in the Group financial statements. The Group's share of results of joint ventures and associates is based on their
financial statements for the year/period to the end of December 2008.

The presentation currency of the Group financial statements is Euro and the functional and presentation currency of the Parent
Company, Independent News & Media PLC, is Euro. The Group financial statements are rounded to hundreds of thousands.
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3. Analysis of Operating Profit/(Loss)

Before
exceptional Exceptional
items items Total

2008 €m €m €m
Revenue 1,476.6 - 1,476.6
Cost of sales (754.1) (80.5) (784.6)
Gross profit/(loss) 722.5 (30.5) 692.0
Distribution expenses (109.3) (2.4) (111.7)
Administration expenses (136.8) (18.4) (155.2)
Other operating expenses* (186.1) (314.6) (500.7)
Operating profit/(loss) 290.3 (365.9) (75.6)
2007

Revenue 1,673.5 - 1,673.5
Cost of sales (844.9) (87.9) (882.8)
Gross profit/(loss) 828.6 (87.9) 790.7
Distribution expenses (116.1) (0.8) (116.9)
Administration expenses (149.5) (3.2) (152.7)
Other operating expenses (213.8) (11.2) (225.0)
Other income (net) - 15.4 15.4
Operating profit/(loss) 349.2 (37.7) 311.5
*  Exceptional items include impairment charges of €290.9m as per note 7.

4. Net Finance Costs
2008 2007
€m €m

Finance income (8.9) (10.9)
Finance costs 100.4 93.3
Net finance costs (before exceptional finance costs) 91.5 82.4
Exceptional finance costs (note 7) 7.2 -
Net finance costs 98.7 82.4
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5. Revenue

An analysis of the Group's revenue for the year is as follows:

2008 2007
€m €m
Revenue from operating activities
Advertising revenues 970.5 1,118.6
Revenue from sale of newspapers and magazines 293.8 320.9
Revenue from distribution/commercial printing activities 212.3 234.0
1,476.6 1,673.5
(Loss)/Profit Before Taxation
2008 2007
€m €m
(Loss)/profit before taxation has been arrived at after charging:
Depreciation, amortisation and impairment
Depreciation (note 15) 33.8 31.8
Amortisation (note 14) 6.3 4.8
Impairment (note 14 & note 15) 270.4 -
310.5 36.1
Operating lease rentals
Minimum lease payments* 85.5 86.4
Contingent rentals 8.7 11.7
94.2 98.1
* Includes €0.3m of sublease payments in 2008 (2007: €0.4m).
During the year the Group obtained the following services from the Group’s auditors:
Auditors’ remuneration
Audit services
PricewaterhouseCoopers 1.7 1.9
Other than PricewaterhouseCoopers 0.3 0.2
Audit related services PricewaterhouseCoopers 0.6 0.6
2.6 2.7
Tax services — PricewaterhouseCoopers 1.3 1.5
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7. Exceptional Items

Exceptional items are those items of income and expense that the Group considers are material and/or of such a nature
that their separate disclosure is relevant to a better understanding of the Group’s financial performance.

2008 2007
€m €m
Included in (loss)/profit before taxation are the following:

Impairment of assets and gains/(losses) on sale of assets,
net of transaction costs (i) (295.8) 15.4
Restructuring charges (ii) (58.0) (45.9)
Online and education start-up and other development costs (iii) (12.1) (7.2)
(365.9) (37.7)
Exceptional finance costs (iv) (7.2) -
Total exceptional items (373.1) (37.7)
Net exceptional tax credit 43.4 4.5
Minority interest share of exceptional items (net of tax) 61.3 0.2
Exceptional items net of taxation and minority interests (268.4) (83.0)

Primarily relates to non-cash impairment charges of €290.9m. These arose on intangible assets €258.7m

(note 14), investments in associates and joint ventures €3.4m (note 16), loans to associates and joint ventures
€6.7m, property, plant and equipment €11.7m (note 15) and available-for-sale financial assets €10.4m (note 17) in
respect of the Group'’s operations in Ireland, United Kingdom and in Australasia. It also includes gains on the sale of
properties in Australasia. (2007: Relates to the gain on disposal of investments and properties in Australasia and the
United Kingdom net of costs associated with the unsuccessful APN Scheme of Arrangement and charges relating to
the decommissioning of certain property, plant and equipment across the Group.)

Relates to the restructuring of operations in Ireland €6.0m, United Kingdom €15.1m, South Africa €3.1m and in
Australasia €19.0m. It also includes onerous contracts arising in the publishing businesses in Australasia and the
United Kingdom. (2007: Relates to the restructuring of operations in Ireland, United Kingdom, South Africa and
in Australasia.)

Relates to start-up and other development costs in respect of online in Australasia, United Kingdom and Ireland
and education in Ireland. It also includes other launch costs incurred in Ireland. (2007: Relates to start-up and other
development costs in respect of online in Australasia and Ireland and education in Ireland.)

The exceptional finance costs relate to costs incurred by the Group as part of the re-negotiation of financing
arrangements during the year.
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8. Taxation
2008 2007
€m €m
Current tax 36.5 59.0
Deferred tax
Origination and reversal of timing differences (57.4) (1.6)
Charge/(credit) in respect of tax losses 24.3 3.9
Changes in tax rates (primarily in the UK in 2007) 0.5 (6.9)
Over provision of current corporation tax in prior years (5.9) (1.7)
Taxation (credit)/charge (2.0) 52.7
The current tax charge is reduced by €0.7m (2007: €0.5m) due to Irish manufacturing relief. The total tax charge for
the year is different from the standard rate of corporation tax in Ireland of 12.5% (2007: 12.5%). The differences are
explained below:
2008 2007
€m €m
(Loss)/profit before taxation (161.4) 248.4
(Loss)/profit before taxation multiplied by standard rate of
Corporation Tax in Ireland of 12.5% (2007: 12.5%) (20.2) 31.1
Effects of:
Income/expense subject to higher rate of tax than Irish statutory rate 15.8 20.0
Exceptional items with a higher/lower tax effect than Irish statutory rate 6.4 0.2
Income/expense subject to lower rate of tax than Irish statutory rate (0.3) 1.1
Adjustments to tax in respect of previous years (5.9) (1.7)
Other 2.2 2.0
(2.0) 52.7

Deferred tax includes a credit of €57.4m in relation to the impairment charges with respect to intangible assets and a net
charge of €24.3m mainly in respect of the expensing of previously recognised tax losses. Within the total tax credit of
€2.0m in 2008, a net credit of €43.4m is classified as exceptional tax and reflected as such in note 13.

In previous annual reports, under contingent liabilities, the Group disclosed details of a tax audit that the New Zealand
Inland Revenue Department (NZIRD) were carrying out in APN News & Media Limited (APN) in regard to the tax
treatment of certain aspects of the Masthead Licensing Agreement (MLA). On 20 March 2009, the NZIRD advised that it
has decided to discontinue the dispute in relation to the tax treatment of the MLA. The decision confirms the taxation and
accounting treatment adopted by both INM and APN in relation to the MLA and means that no additional tax is payable.
The decision is final and binding on the NZIRD.
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9. Employees

The average number of persons employed by the Group (including executive Directors) during the year was as follows:

2008 2007
Printing, publishing, online, distribution and commercial printing 7,686 8,141
Radio 1,044 1,073
Outdoor advertising 833 499
9,563 9,713
2008 2007
€m €m

Staff costs (excluding termination payments — see note 22) are comprised of:
Wages and salaries 342.3 384.7
Social welfare costs 12.9 15.3
Retirement benefit costs 19.8 20.0
Share based payment 0.9 2.2
375.9 422.2

10. Segmental Reporting

For management purposes, the Group is primarily organised into four geographical regions. These regions are Ireland,
United Kingdom, South Africa and Australasia. These regions are the basis on which the Group reports its primary

segment information.

(i) Geographical Segment

Operating Profit

Revenue (Before Exceptionals)
2008 2007 2008 2007
€m €m €m €m

Ireland 377.3 401.3 75.8 98.3
United Kingdom 215.0 268.1 0.2 15.5
South Africa 212.5 234.7 72.2 59.1
Australasia 671.8 769.4 155.5 192.7
Common costs (13.4) (16.4)

1,476.6 1,673.5 290.3 349.2

Ireland

United Kingdom
South Africa
Australasia
Common/Unallocated

Exceptional Items

2008 2007
€m €m
(25.0) (32.1)
(205.6) 0.8
3.1) (1.2)
(114.3) (5.2)
17.9) -

(365.9) (87.7)
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10. Segmental Reporting (continued)

(i) Geographical Segment (continued)

2008 2007
€m €m
Operating (loss)/profit after exceptional items

Ireland 50.8 66.2
United Kingdom (205.4) 16.3
South Africa 69.1 57.9
Australasia 41.2 187.5
Common costs (31.3) (16.4)
(75.6) 311.5
Share of results of associates and joint ventures 12.9 19.3
Net finance costs (excluding exceptional finance costs) (91.5) (82.4)
Exceptional finance costs (7.2) -
(Loss)/profit before taxation (161.4) 248.4
Taxation credit/(charge) 2.0 (52.7)
(Loss)/profit for the year (159.4) 195.7

Assets/Liabilities Assets Liabilities
2008 2007 2008 2007
€m €m €m €m
Ireland 154.2 147.0 (159.6) (116.8)
United Kingdom 342.9 645.7 (56.2) (48.9)
South Africa 193.6 154.7 (64.7) (91.6)
Australasia 1,216.3 1,689.3 (91.3) (116.8)
Associates and joint ventures 69.6 90.0 - -
Common/Unallocated 122.9 249.5 (1,594.7) (1,755.0)
2,099.5 2,876.2 (1,966.5) (2,129.1)

Other Segment Information

Capital Additions
(Property, Plant, Equipment
and Intangible Assets)

2008 2007

€m €m

Ireland 31.0 6.9
United Kingdom 14.0 20.0
South Africa 93.7 3.0
Australasia 41.7 106.3
Common/Unallocated 0.1 0.1
180.5 136.3
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10. Segmental Reporting (continued)

11.

(i) Geographical Segment (continued)

Other Segment Information (continued)

Depreciation Amortisation Impairment Total Total
2008 2008 2008 2008 2007
€m €m €m €m €m
Ireland 5.0 1.6 3.9 10.5 5.9
United Kingdom 4.2 1.3 184.5 190.0 5.0
South Africa 3.9 1.1 - 5.0 2.4
Australasia 20.6 2.3 82.0 104.9 22.6
Common/Unallocated 0.1 - - 0.1 0.2
33.8 6.3 270.4 310.5 36.1
(iij) Business Segment
Operating Profit
Revenue (Before Exceptionals)
2008 2007 2008 2007
€m €m €m €m
Printing, publishing, online, distribution
and commercial printing 1,176.7 1,370.2 235.3 295.8
Radio 127.6 149.5 39.5 51.9
Outdoor advertising 172.3 153.8 28.9 17.9
Common costs (13.4) (16.4)
1,476.6 1,673.5 290.3 349.2
Other Segment Information Capital Additions
(Property, Plant, Equipment
Assets and Intangible Assets)
2008 2007 2008 2007
€m €m €m €m
Printing, publishing, online, distribution
and commercial printing 1,282.6 1,903.6 77.4 124.4
Radio 301.3 374.1 5.2 4.5
Outdoor advertising 323.1 259.0 97.8 7.3
Associates and joint ventures 69.6 90.0 - -
Common/Unallocated 122.9 249.5 0.1 0.1
2,099.5 2,876.2 180.5 136.3

(Loss)/Profit Dealt with in the Parent Company

Losses of €120.7m (2007: profits of €82.4m) have been dealt with in the financial statements of Independent News

& Media PLC, whose Income Statement, which as permitted by Section 148(8) of the Companies Act, 1963 is not

presented in these financial statements and as permitted by Section 7(1A) of the Companies (Amendment) Act, 1986 is
not filed with the Registrar of Companies.
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12,

13.

Dividends — Approved and Paid

2008 2007
€m €m
Group and Company
Final dividend for the year ended 31 December 2007 of
€0.0913 (2006: €0.083) per share 75.9 63.7
Interim dividend for the year ended 31 December 2008 of
€0.0457 (2007: €0.0457) per share 38.3 34.0
114.2 97.7
As announced in the market update on 26 January 2009 the Directors are not proposing a final dividend in respect of the
year ended 31 December 2008.
(Loss)/Earnings Per Share
2008 2007
€m €m
(Loss)/profit attributable to the parent (164.4) 110.7
Exceptional items (note 7) 373.1 37.7
Net exceptional tax credit (note 8) (43.4) (4.5)
Minority interest share of exceptional items (net of tax) (61.3) (0.2)
Profit before exceptional items 104.0 143.7
Weighted average number of shares outstanding during the year
(excluding treasury shares) 825,927,562 759,836,469
Effect of:
Conversion of options 130,495 5,185,655
Diluted number of shares 826,058,057 765,022,124
Basic (loss)/earnings per share (19.9¢) 14.6¢
Basic earnings per share before exceptional items 12.6¢ 18.9¢
Diluted (loss)/earnings per share (19.9¢) 14.5¢
Diluted earnings per share before exceptional items 12.6¢ 18.8¢c

Basic earnings per share is calculated by dividing the earnings attributable to ordinary shareholders by the weighted

average number of ordinary shares outstanding during the year.

For diluted earnings per share, the weighted average number of ordinary shares outstanding is adjusted to assume
conversion of all potential dilutive options over ordinary shares once the adjustment does not reduce a loss per share.

Basic and diluted earnings per share before exceptional items are presented in order to give a better understanding of

the Group's financial performance.
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14. Intangible Assets

Transit and
Radio Licences Electronic
Mastheads and Brands Systems Goodwill Software Total
2008 €m €m €m €m €m €m
Group
Cost
At 1 January 2008 1,268.2 232.1 32.5 331.8 43.2 1,907.8
Additions 0.5 1.5 - 5.1 11.4 18.5
Arising on acquisitions (note 28) 20.8 11.7 - 66.4 - 98.9
Disposals - - - - (11.2) (11.2)
Exchange movements (273.5) (40.1) (5.2) (50.4) (4.7) (373.9)
At 31 December 2008 1,016.0 205.2 27.3 352.9 38.7 1,640.1
Accumulated Amortisation
and Impairment
At 1 January 2008 (10.2) (7.1) - (59.5) (25.6) (102.4)
Disposals - - - - 10.5 10.5
Amortisation* - (1.7) - - (4.6) (6.3)
Impairment** (199.2) (1.0) - (58.5) - (258.7)
Exchange movements 32.0 1.5 - 10.7 3.1 47.3
At 31 December 2008 (177.4) (8.3) - (107.3) (16.6) (309.6)
Net Book Amount
At 1 January 2008 1,258.0 225.0 32.5 272.3 17.6 1,805.4
At 31 December 2008 838.6 196.9 27.3 245.6 22.1 1,330.5
2007
Group
Cost
At 1 January 2007 1,319.7 231.7 32.9 278.5 34.8 1,897.6
Additions 5.0 0.9 - 59.7 9.8 75.4
Disposals - - - - (1.0) (1.0)
Exchange movements (56.5) (0.5) (0.4) (6.4) (0.4) (64.2)
At 31 December 2007 1,268.2 232.1 325 331.8 43.2 1,907.8
Accumulated Amortisation
and Impairment
At 1 January 2007 (10.2) (5.8) - (59.3) (21.8) (97.1)
Disposals - - - - (1.0) (1.0)
Amortisation* - (1.3) - - (3.5) (4.8)
Exchange movements - - - (0.2) 0.7 0.5
At 31 December 2007 (10.2) (7.1) - (59.5) (25.6) (102.4)
Net Book Amount
At 1 January 2007 1,309.5 225.9 32.9 219.2 13.0 1,800.5
At 31 December 2007 1,258.0 225.0 32.5 272.3 17.6 1,805.4

*

Charged to cost of sales.

*k

Charged to other operating expenses.

Included in Mastheads is €nil (2007: €270.4m) in respect of assets held under a finance lease.
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14. Intangible Assets (continued)

Impairment testing of Cash Generating Units (CGUs) containing Goodwill or other Intangible Assets with an
Indefinite Useful Life

The Group tests goodwill and other indefinite life intangible assets for impairment on an annual basis or whenever there
is an indication that the intangible assets may be impaired. Goodwill and other indefinite life intangible assets have been
allocated to the Group’s CGUs on the basis of geographical regions. These CGUs are the lowest level of asset for
which there are separately identifiable cash flows, having carrying amounts of goodwill, or other intangible assets with an
indefinite useful life, that are considered significant in comparison with the Group's total goodwill and indefinite useful life
intangible assets.

This testing involves determining the CGU's value in use and comparing this to the carrying amount of the CGU.

Where the value in use exceeds the carrying value of the CGU, the asset is not impaired, but where the carrying

amount exceeds the value in use, a provision for impairment is raised to reduce the carrying amount of the CGU to

its value in use. Estimates of value in use are key judgemental estimates in the financial statements. A number of key
assumptions have been made as a basis for the impairment tests. In each case, these key assumptions have been made
by management reflecting past experience and are consistent with relevant external sources of information. These are set

out below:
Mastheads, Radio Licences,
Transit and Electronic
Systems and Brands Goodwill Total
Australasia (net book amount) €742.4m €168.8m €911.2m
— Basis of recoverable amount Value in use Value in use
— Discount rate applied 11% - 13% 11% - 13%
— Long term growth rate 2% - 3% 2% - 3%
United Kingdom (net book amount) €221.7m €5.6m €227.3m
— Basis of recoverable amount Value in use Value in use
- Discount rate applied 11.0% 11.0%
— Long term growth rate 1.9% 1.9%
South Africa (net book amount) €62.9m €61.4m €124.8m
— Basis of recoverable amount Value in use Value in use
— Discount rate applied 16.4% 16.4%
- Long term growth rate 3.6% 3.6%
Ireland (net book amount) €20.3m €9.8m €30.1m
— Basis of recoverable amount Value in use Value in use
— Discount rate applied 9.5% 9.5%
— Long term growth rate 3.9% 3.9%
At 31 December 2008 €1,047.3m €245.6m €1,292.9m

The indefinite life intangibles of €1,047.3m above are included in total mastheads, radio licences, transit and electronic
systems and brands, in the intangible assets of €1,062.8m. The remaining intangible assets included within this
category, are amortising radio licences and brands of €15.5m. The net book amounts above are after booking
impairment provisions of €258.7m (2007: €nil) which have been included in exceptional items in the Income Statement.
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14. Intangible Assets (continued)

Impairment testing of Cash Generating Units (CGUs) containing Goodwill or other Intangible Assets with an
Indefinite Useful Life (continued)

Value in Use Calculations

Where a value in use approach is used to assess the recoverable amount of the CGU, calculations use pre-tax cash flow
projections based on financial budgets approved by management covering a five year period. Cash flows beyond the five
year period are extrapolated using the estimated growth rates stated above. The growth rate does not exceed the long
term average growth rate for the country in which the CGU operates.

The key assumptions used in determining the value in use are:

Forecasted cash flows

Forecasted cash flows are based on budgeted EBITDA as adjusted for expenditure necessary to maintain the asset or
CGU at its current standard of performance. The budgeted EBITDA results are based on the approved 2009 budget
and projections for 2010 to 2013.

Long-term growth rates
Cash flow projections beyond 2013 are extrapolated by applying estimated growth rates reflecting the expected average
long term growth in GDP in the market in which the CGU operates.

Discount rates
The discount rate applied to the cash flows of each of the Group's operations is based on the pre-tax risk adjusted
Weighted Average Cost of Capital which is calculated based on the cost of equity and the cost of debt.

Inputs required to calculate the cost of equity include the risk free rate and adjusted for a risk premium to reflect both
the increased risk of investing in equities and the systematic risk of the specific Group operating CGU. In making this
adjustment inputs required include the equity market risk premium (that is the increased return required over and above
arisk free rate by an investor who is investing in the market as a whole), and the risk adjustment ‘beta’ applied to reflect
the risk specific to the Group relative to the market as a whole.

The equity market risk premium used in the calculation has been based on credit default spreads and relative volatility of
the equity index specific to the region in which the CGU operates. The risk adjusted ‘beta’ has been based on betas of
comparable companies in the newspaper publishing industry.

The cost of debt is calculated based on the margin over the risk free rate and is based on market rates and not specific
individual company rates.

Risk adjusted discount rates used for each CGU tested for impairment are set out in the table above.

Impairments

As a result of the foregoing impairment tests, the carrying amount of certain intangible assets has been reduced to
their recoverable amount through the recognition of an impairment provision of €258.7m (2007: €nil). This impairment
provision arose in Mastheads €199.2m, Radio Licences and Brands €1.0m and Goodwill €58.5m.

The amounts of the impairment loss recognised by major class of intangible asset and by geographical regions were

as follows:
Mastheads/Radio

Licences and Brands Goodwill Total
€m €m €m
Australasia 14.4 58.5 72.9
United Kingdom 181.9 - 181.9
Ireland 3.9 - 3.9
Total 200.2 58.5 258.7

This impairment provision is a result of the deterioration in advertising and capital market conditions resulting from a
combination of weakening in the UK, Australasian and Irish economic environment and the impact of the global financial
crisis. Trading in the first quarter of 2009 has been tougher than expected and the Group will closely monitor the carrying
value of its intangible assets during 2009.
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14.

15.

Intangible Assets (continued)

Impairment testing of Cash Generating Units (CGUs) containing Goodwill or other Intangible Assets with an
Indefinite Useful Life (continued)

Sensitivity

The Group has conducted a sensitivity analysis on the impairment test of each CGU's carrying value. A decrease in the
long term growth rate of 0.5% would result in a further impairment for the Group of €7m, an increase in the discount
rate of 0.5% would result in a further impairment of €10m and a reduction of 5% in the terminal value multiples used
would result in a further impairment of €3m. If management’s estimate of future profitability was adjusted over a range
of +/- 5% per annum over the five year forecast, this would result in a lower impairment charge of €12m or a higher
impairment charge of €12m respectively.

Intangible Assets — Supplementary Non-IFRS Information

The Balance Sheet reports the carrying value of newspaper mastheads at their acquired cost; where these assets have
been acquired through a business combination, cost will be the fair value allocated in acquisition accounting. The value
of internally generated newspaper mastheads or post-acquisition revaluations are not permitted to be recognised in

the Balance Sheet in accordance with IFRS and, as a result, no value for certain of the Group's internally generated
newspaper mastheads (e.g. the three main Irish titles, the Irish Independent, the Evening Herald and the Sunday
Independent) is reflected in the Balance Sheet.

While impairment charges have been recorded during the year on certain of the Group's intangible assets, the Group
has many other intangible assets which have substantial value that is not reflected on the Group's Balance Sheet.
This is because these intangible assets are carried in the Group’s Balance Sheet at either a nil value or a value which
is much less than their recoverable amount. IFRS does not allow the offsetting of this excess value on the total of the
Group's mastheads against the impairment charge recorded in the year.

Property, Plant and Equipment

Land & Plant &

Buildings Equipment Vehicles Total
2008 €m €m €m €m
Group
Cost
At 1 January 2008 129.5 525.8 4.3 659.6
Exchange movements (17.6) (101.5) (1.1) (120.2)
Additions 1.2 48.7 0.7 50.6
Arising on acquisitions* (note 28) 0.2 27.8 1.0 29.0
Reclassification 3.2 (3.2) - -
Disposals (3.3) (11.3) (1.1) (15.7)
At 31 December 2008 113.2 486.3 3.8 603.3
Accumulated Depreciation and Impairment
At 1 January 2008 (22.7) (257.4) (3.0) (283.1)
Disposals 1.1 10.5 0.9 12.5
Arising on acquisitions* (note 28) (0.1) (15.9) (0.5) (16.5)
Depreciation (3.0) (30.2) (0.6) (33.8)
Impairment** (2.2) (9.5) - (11.7)
Exchange movements 4.6 58.6 1.0 64.2
At 31 December 2008 (22.3) (243.9) (2.2) (268.4)
Net Book Amount
At 1 January 2008 106.8 268.4 1.3 376.5
At 31 December 2008 90.9 242.4 1.6 334.9
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15. Property, Plant and Equipment (continued)

Land & Plant &

Buildings Equipment Vehicles Total
2007 €m €m €m €m
Group
Cost
At 1 January 2007 146.7 501.2 4.8 652.7
Exchange movements (4.4) (19.2) (0.4) (24.0)
Additions 4.1 56.3 0.5 60.9
Reclassification (4.5) 4.5 - -
Disposals (12.4) (17.0) (0.6) (30.0)
At 31 December 2007 129.5 525.8 4.3 659.6
Accumulated Depreciation and Impairment
At 1 January 2007 (28.9) (254.0) (3.4) (281.3)
Disposals 3.0 15.5 0.6 19.1
Depreciation (3.0) (27.8) (0.5) (31.3)
Exchange movements 1.2 8.9 0.3 10.4
At 31 December 2007 (22.7) (257.4) (3.0) (283.1)
Net Book Amount
At 1 January 2007 122.8 247.2 1.4 371.4
At 31 December 2007 106.8 268.4 1.3 376.5

*

*k

Net €12.5m

The Directors continually review the carrying value of property, plant and equipment and in 2008 wrote down
€11.7m (2007: €nil) of certain plant and equipment to its recoverable amount within other operating expenses.
The impairment mainly arose in respect of land and buildings in the United Kingdom as a result of a reduction in
the recoverable amount of leasehold improvements and in plant and equipment in Australasia relating to printing
operations as a result of a combination of contracting demand and increased production capacity. Impairments to
property, plant and equipment have been determined using the same methodology described in note 14
Intangible Assets.

Included in plant and equipment are amounts in respect of computer equipment and plant and machinery held under
finance leases by Group companies as follows:

2008 2007
€m €m

Net Book Amount
Plant and equipment 0.6 0.9

Finance costs of €1.8m (2007: €0.7m) were capitalised within plant and equipment during the year using an
interest rate of 6.2% (2007: 6.6%).
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16. Investments in Associates and Joint Ventures

2008 2007
€m €m
Group
At 1 January 90.0 83.0
Reclassification to trade and other receivables - (3.9)
Converted to subsidiary undertakings (note 28) (16.8) -
Acquisitions (note 28) 5.9 1.4
Share of results 12.9 19.3
Impairment* (3.4) _
Dividends 4.9) (7.8)
Exchange movements (14.1) (2.0)
At 31 December 69.6 90.0
*  The carrying amount of certain investments in associates and joint ventures have been reduced to their recoverable
amount through the recognition of an impairment provision of €3.4m (2007: €nil). The impairment provision is as a
result of the deterioration in capital market conditions and the impact of the global financial crisis.
(i) Carrying Value
Associates 62.8 65.5
Joint ventures 6.8 24.5
69.6 90.0
(i) Associates
The Group's significant associates are listed in note 37 to the financial statements.
Cost of investment in associates 41.6 49.9
Share of post-acquisition results, net of dividends received 21.2 15.6
62.8 65.5
Summarised financial information in respect of the Group's associates is set out below:
Total gross assets 244.9 258.1
Total gross liabilities (117.9) (134.7)
Net assets 127.0 123.4
Group's share of associates’ net assets (including goodwill arising on acquisition) 62.8 65.5
Group’s share of associates’ revenues 85.3 86.0
Group's share of associates’ profits after tax 7.8 8.9

The fair value of the Group's interests in associates which are stock exchange quoted as at 31 December 2008 was

€56.8m (2007: €174.3m).
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16. Investments in Associates and Joint Ventures (continued)

(iii) Joint Ventures

The Group's significant joint ventures are listed in note 37 to the financial statements. Summarised financial
information in respect of the Group's share of its joint ventures is set out below:

2008 2007
€m €m
Group share of:
Income 42.8 63.6
Expenses (including interest and tax) (37.7) (53.2)
Profits after tax 5.1 10.4
Group share of:
Current assets 9.8 28.4
Non-current assets 6.6 23.1
Current liabilities (14.7) (17.8)
Non-current liabilities (0.4) (16.1)
17. Available-for-Sale Financial Assets
€m
Group
At 1 January 2007 26.2
Additions 11.1
Disposals (0.3)
At 31 December 2007 37.0
Additions 1.4
Disposals (3.9)
Fair value movement (3.7)
Impairment (10.4)
Exchange movements (3.7)
At 31 December 2008 16.7

The Group has not designated any financial assets as held to maturity. The investments included above represent
investments in listed and unlisted equity securities that offer the Group the opportunity for return through dividend
income and fair value gains. They have no fixed maturity or coupon rate. The fair values are based on quoted market
prices where available. While these investments are classified as available-for-sale financial assets in accordance with
IFRS, it is not currently the intention of management to sell these assets.

Certain of the Group's available-for-sale financial assets comprise of equity instruments that do not have a quoted market
price in an active market and whose fair value cannot be reliably measured. Such unquoted instruments are measured

at cost less provision for impairment where required. The carrying value of such investments amounts to €13.4m at

31 December 2008 (2007: €9.8m).

The Group follows the guidance of IAS 39 to determine when an available-for-sale financial asset is impaired.

This determination requires significant judgement. In making this judgement, the Group evaluates, among other things,
the duration and extent to which the fair value of an investment is less than cost. In 2008, the financial position of a
number of the Group's unquoted investments deteriorated arising from a continued and accelerated decline in operating
performance of the investee and resulted in an impairment loss of €10.4m being recorded in the Group Income
Statement within other operating expenses.
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18. Derivative Financial Instruments

Assets Liabilities
2008 €m €m
Group
Forward foreign exchange contracts - 3.4
Interest rate swaps - 2.1

- 5.5

Analysed as:
Current - 5.5
2007
Group
Forward foreign exchange contracts 0.9 3.3
Analysed as:
Current 0.9 3.3

Forward foreign exchange contracts

The currency derivatives above have been used to hedge certain significant future transactions and cash flows.

These currency forward contracts have been designated as hedging instruments and, where effective as cash flow
hedges, the fair value thereof is deferred in equity. Gains and losses in equity as at 31 December 2008 will be released
to the Income Statement at various dates up to one year from the balance sheet date.

Interest rate swaps

Floating to fixed interest rate swap contracts have been used to protect the Group against the risk of variability in
interest payments arising from changes in interest rates. Swap contracts outstanding at 31 December 2008, with a fair
value of €2.1m, have been designated and are effective as cash flow hedging instruments. Gains and losses deferred in
equity at 31 December 2008 will be released to the Income Statement at various dates up to one year from the balance
sheet date.

Hedges of net investment in foreign operations

The Group uses loans denominated in the functional currency of the foreign entity to hedge the foreign currency
exposure associated with its net investment in certain of its foreign operations.
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19. Inventories

2008 2007
€m €m
Group
Raw materials 13.1 14.8
Work in progress 0.2 0.8
Finished goods 1.6 1.1
14.9 16.7
The amount of inventories recognised as an expense in 2008 was €149.1m (2007: €181.8m).
20. Trade and Other Receivables
2008 2007
€m €m
Group
Current
Trade receivables 183.6 242.5
Provision for impairment of trade receivables (10.3) (10.5)
Trade balances owed by joint ventures 1.9 2.8
Trade balances owed by associates 2.1 1.1
Prepayments and accrued income 32.3 61.5
Value added tax recoverable 1.0 0.7
210.6 298.1
Non-Current
Loans to joint ventures 5.4 16.5
Loans to associates 12.4 23.5
Other 4.0 5.9
21.8 45.9
Loans to associates and joint ventures includes a €6.7m impairment provision booked in 2008. The impairment provision
is a result of the deterioration in advertising and capital market conditions.
Company
Current
Loans owed by subsidiary undertakings 732.3 853.5
Prepayments and accrued income - 0.5
732.3 854.0
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21. Trade and Other Payables

2008 2007
€m €m
Group
Current
Trade payables 94.8 127.8
Trade balances owed to joint ventures 3.4 4.7
Trade balances owed to associates 1.3 0.5
Payables for taxation and social welfare 11.1 15.7
Accrued liabilities 127.9 125.6
238.5 274.3
Payables for taxation and social welfare included above are as follows:
Income tax deducted under PAYE 1.0 1.7
Other income tax deducted at source 1.9 1.5
Pay related social insurance 2.2 2.0
Value added tax payable 6.0 10.5
11.1 15.7
Company
Current
Loans owed to subsidiary undertakings 417.5 419.8
Payables for taxation and social welfare - 0.2
Accrued liabilities 5.2 1.2
422.7 421.2
Payables for taxation and social welfare included above are as follows:
Income tax deducted under PAYE - 0.2

The Group's current income tax liability as disclosed on the Balance Sheet at 31 December 2008 was €12.0m
(2007: €20.1m).
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22. Provisions for Other Liabilities and Charges

Restructuring Other
Provision Provisions Total
€m €m €m
Group
At 1 January 2008 2.4 25.5 27.9
Acquisitions (note 28) - 0.1 0.1
Income Statement charge 58.0 8.3 66.3
Utilised during year (33.0) (9.5) (42.5)
Reclassification to trade and other payables (5.6) - (5.6)
Exchange movements (4.4) (1.6) (6.0)
At 31 December 2008 17.4 22.8 40.2
2008 2007
€m €m
Analysis of total provisions:
Non-current provisions 3.4 0.8
Current provisions 36.8 271
40.2 27.9

The restructuring provision (includes onerous contracts — see note 7) incurred during the year primarily relates to

the restructuring of operations in Ireland, United Kingdom, South Africa and Australasia and includes €31.4m

(2007: €28.1m) in termination payments. Other provisions primarily include provision for holiday entitlements. Provisions
for Other Liabilities and Charges primarily represent current provisions and hence the effect of discounting is immaterial.

23. Analysis of Deferred Taxation Balances

Accelerated Retirement Arising on
Capital Benefit Tax Intangible
Allowances Obligations Losses Assets Other Total
€m €m €m €m €m €m
At 1 January 2007 17.9 (19.6) (54.9) 258.1 (9.7) 191.8
(Credit)/charge to
Income Statement (1.7) 0.6 6.5 (8.8) (1.2 (4.6)
Recognised directly in equity* - 2.0 - - - 2.0
Exchange movements 0.1 1.2 3.3 (13.9) (1.1) (10.4)
At 31 December 2007 16.3 (15.8) (45.1) 235.4 (12.0) 178.8
(Credit)/charge to
Income Statement (2.4) (0.2) 26.5 (58.8) 2.3 (32.6)
Arising on acquisitions
(note 28) (0.5) - 0.2 2.3 (0.8) 1.7
Recognised directly in equity* - (7.0) - - - (7.0)
Exchange movements (1.7) 2.5 4.7 (41.3) 1.2 (34.6)
At 31 December 2008 11.7 (20.5) (13.7) 137.6 (8.8) 106.3

*

Tax effect of actuarial gains/(losses) on retirement benefits.
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23. Analysis of Deferred Taxation Balances (continued)

Deferred tax assets and liabilities require management judgement in determining the amounts to be recognised.
In particular, significant judgement is used when assessing the extent to which deferred tax assets should be
recognised, with consideration given to the timing and level of future taxable income in the relevant tax jurisdiction.

The recognition of the deferred tax asset in relation to the tax losses is supported by management’s forecasts of the
future profitability of the relevant business units.

The above net deferred tax balance is reflected in the Balance Sheet as follows:

2008 2007
€m €m
Deferred taxation liabilities 125.6 233.5
Deferred taxation assets (19.3) (54.7)
106.3 178.8
Analysis of deferred taxation liabilities:
Accelerated capital allowances 14.3 18.5
Arising on intangible assets 134.5 235.4
Tax losses (12.7) (9.9)
Other (10.5) (10.5)
125.6 233.5
Analysis of deferred taxation assets:
Accelerated capital allowances (2.6) (2.2)
Arising on intangible assets 3.1 -
Retirement benefit obligations (20.5) (15.8)
Tax losses (1.0) (35.2)
Other 1.7 (1.5)
(19.3) (54.7)

The Group has unrecognised deferred tax assets of €33m in respect of tax losses as at 31 December 2008.

Deferred income tax assets and liabilities are offset when there is a legally enforceable right to offset current tax assets
against current tax liabilities and when the deferred income taxes relate to the same fiscal authority. Deferred income

tax has not been recognised for withholding and other taxes that may be payable on the unremitted earnings of certain
subsidiaries as the timing of the reversal of these temporary differences is controlled by the Group and it is probable that
these temporary differences will not reverse in the foreseeable future.
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24. Borrowings

2008 2008 2008 2007 2007 2007
Finance Finance
Loans & Lease Loans & Lease
Overdrafts Liabilities Total Overdrafts Liabilities Total
€m €m €m €m €m €m
Group
Repayable as follows:
Between one and two years 606.9 1.6 608.5 259.0 1.8 260.8
Between two and five years 445.0 - 445.0 948.6 1.1 949.7
More than five years 1.1 - 1.1 31.0 - 31.0
Total due after one year 1,053.0 1.6 1,054.6 1,238.6 2.9 1,241.5
Due within one year or on demand 335.7 0.6 336.3 174.4 47.3 221.7
Total borrowings 1,388.7 2.2 1,390.9 1,413.0 50.2 1,463.2
Split of total borrowings between:
- Secured 1.0 2.2 3.2 1.4 3.5 4.9
—  Unsecured 1,387.7 - 1,387.7 1,411.6 46.7 1,458.3
Total borrowings 1,388.7 2.2 1,390.9 1,413.0 50.2 1,463.2

The following are included in Loans & Overdrafts:

— €200.0m representing 5.75% fixed rate bonds repayable in May 2009;

*—  £890.0m under a floating rate multicurrency bank facility of which €50.0m is repayable in September 2009 and
€340.0m is repayable in September 2010;

*—  €200.0m under a floating rate revolving bank facility repayable in September 2010;
*—  €105.0m under a multicurrency revolving bank facility** repayable in August 2012; and
- €486.5m (A$963.4m) representing floating rate syndicated bank loans repayable up to December 2012.

The interest rate on the €200.0m fixed rate bonds is not materially different from the effective interest rate.

*  Since the year end, certain Group companies incorporated in Ireland and the UK have granted fixed and floating

charges over assets located in Ireland and the UK in connection with the above facilities.

A subordination agreement also exists in relation to these facilities. This agreement provides that, in a liquidation

situation, all intergroup debt within those companies which have signed up to the agreement is subordinated to

these facilities until such time as this debt has been discharged in full. All material companies within the Group have
signed up to this agreement, with the exception of any Group company incorporated in South Africa, Australia or

New Zealand. As a result, a loan owed from the Group’s South African group to the Group's Jersey subsidiary,

Independent News & Media (Finance) Limited, amounting to €89.0m as at 31 December 2008 (2007: €106.5m) is
not covered by this subordination agreement.

** New facility provided by certain banks within INM'’s existing bank group.

Minimum Lease Payments

2008 2007
€m €m
Group
Repayable as follows:
Between one and five years 1.8 3.3
Total due after one year 1.8 3.3
Due within one year 0.7 51.5
2.5 54.8
Less future finance charges (0.3) (4.6)
2.2 50.2

Finance lease liabilities above are secured over the related property, plant and equipment.
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24. Borrowings (continued)
Undrawn Facilities

The Group has various borrowing facilities available to it. The undrawn facilities available to it at the year end in respect
of which all conditions precedent have been met at that date were as follows:

2008 2007

€m €m

Expiring in less than one year 42.4 28.2
Expiring in more than one but less than two years 14.8 -
Expiring in more than two years 32.7 87.0
89.9 115.2

Loans & Overdrafts

2008 2007
€m €m
Company
Repayable as follows:
Between one and two years 160.2 -
Between two and five years - 142.2
Total borrowings (unsecured) 160.2 142.2

The borrowings are drawn under a floating rate €200.0m revolving bank facility* repayable in September 2010.

25. Share Capital

2008 2007
€m €m

Group and Company
Authorised:
1,000,000,000 ordinary shares of par value €0.30 each 300.0 300.0
Issued and fully paid 263.6 249.2
The movements in the number of issued and fully paid shares were as follows:

2008 2007
At the beginning of the year 830,818,650 764,396,035
Exercise of share options 327,766 6,821,878
Issued in lieu of dividend payments 8,629,023 7,309,618
Issued on acquisition of subsidiary (note 28) 39,000,000 -
Issued on conversion of Cumulative Exchangeable Preference Shares - 52,291,119
At the end of the year 878,775,439 830,818,650

During 2007, the Company acquired 40,600,363 of its own shares. On 27 March 2008, the Company reissued
1,420,827 of these shares as part consideration for the acquisition of The Sligo Champion. The remaining 39,179,536
shares continue to be held as ‘treasury shares'. The Company has the right to reissue these shares at a later date.
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26. Analysis of Changes in Equity

Share Capital  Currency Equity
Share Share Option Conversion Translation Retained Interest Minority
Capital  Premium Reserve Reserve Reserve Other*  Earnings of Parent Interests Total
€m €m €m €m €m €m €m €m €m €m
Group
At 1 January 2007 229.3  293.7 3.6 4.5 28.5 (0.4) (360.2) | 199.0 | 519.2  718.2
Issue of share capital 19.9 125.2 - - - - - 145.1 79.7 2248
Share based payment - - 2.0 - - - - 2.0 0.2 2.2
Dividends (including
minority interests) - - - - - - (97.7) | (97.7) | (77.8) (175.0)
Buyback of shares held
by minority - - - - - - - - (27.8) (27.8)
Treasury shares - - - - - - (188.3) | (138.3) - (188.3)
Items of income/(expense)
recognised directly in equity:
Currency translation
adjustments - - - - (78.5) - 17.5 (61.0) (2.1) (63.1)
Retirement benefit
obligations:
— Actuarial gains/(losses) - - - - - - 15.1 15.1 - 15.1
—  Movement on deferred
tax asset - - - - - - (2.0) (2.0) - (2.0)
Losses relating to cash
flow hedges - - - - - (0.7) - (0.7) - (0.7)
Acquisition - - - - - - - - (2.0) (2.0)
Profit for the year - - - - - - 110.7 110.7 85.0 195.7
At 31 December 2007 249.2 4189 5.6 4.5 (50.0) (1.1) (454.9) | 172.2 | 574.9 7471
Issue of share capital 14.4 74.0 - - - - - 88.4 1.9 90.3
Share based payment - - 1.3 - - - - 1.3 (0.4) 0.9
Dividends (including
minority interests) - - - - - - (114.2) | (114.2) (73.8) (188.0)
Treasury shares - - - - - - 2.5 25 - 2.5
Items of income/(expense)
recognised directly in equity:
Currency translation
adjustments - - - - (251.2) - 50.4 | (200.8) | (96.6) (297.4)
Retirement benefit
obligations:
— Actuarial (losses)/gains - - - - - - (64.9) (64.9) - (64.9)
—  Movement on deferred
tax asset - - - - - - 7.0 7.0 - 7.0
Losses relating to cash
flow hedges - - - - - (5.1) - (5.1) - (5.1)
(Loss)/profit for the year - - - - - - (164.4) | (164.4) 5.0 (159.4)
At 31 December 2008 263.6 4929 6.9 4.5 (301.2) (6.2) (738.5) | (278.0) | 411.0 133.0

*

Other includes cashflow hedging, available-for-sale financial assets and IFRS 3 reserves.
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26. Analysis of Changes in Equity (continued)

The share premium reserve, share option reserve, capital conversion reserve, currency translation reserve and other
reserves total €196.9m (2007: €377.9m). Net exchange losses of €0.2m on monetary items (2007: gains of €0.5m)
have been dealt with in the Income Statement during the year.

Share Capital Non-
Share Share Option Conversion Distributable Retained
Capital Premium Reserve Reserve Reserve Earnings Total
€m €m €m €m €m €m €m
Company
At 1 January 2007 229.3 287.0 2.0 4.5 124.7 243.3 890.8
Issue of share capital 19.9 125.2 - - - - 145.1
Share based payment - - 1.8 - - - 1.8
Dividends - - - - - (97.7) (97.7)
Treasury shares - - - - - (138.3) (138.3)
Transfer from capital reserve - - - - (12.2) 12.2 -
Profit for the year - - - - - 82.4 82.4
At 31 December 2007 249.2 412.2 3.8 4.5 1125 101.9 884.1
Issue of share capital 14.4 74.0 - - - - 88.4
Share based payment - - 1.6 - - - 1.6
Dividends - - - - - (114.2) (114.2)
Treasury shares - - - - - 25 2.5
Transfer from capital reserve - - - - (9.1) 9.1 -
Loss for the year - - - - - (120.7) (120.7)
At 31 December 2008 263.6 486.2 5.4 4.5 103.4 (121.4) 741.7

The total of the share premium reserve, share option reserve, capital conversion reserve and non-distributable reserve
amounts to €599.5m (2007: €533.0m). The non-distributable reserve primarily relates to profits arising on the sale of
assets to a Group company.

27. Share Based Payment

The Group operates an equity-settled share option scheme which provides for basic and super share options to be
granted to executive Directors and executives as follows:

— Basic options may be exercised between the third and tenth anniversary of grant, only if earnings per share growth
has increased over a period of three years in excess of 5% compound per annum over the percentage increase in
the Consumer Price Index; and

— Super options may be exercised between the fifth and tenth anniversary of grant, only if earnings per share growth
has over a period of five years (i) increased in excess of 10% compound per annum over the percentage increase
in the Consumer Price Index, and (i) increased to a greater extent than the earnings per share in respect of
corresponding periods of 75% of the companies quoted on the Irish Stock Exchange.
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27. Share Based Payment (continued)

The number of shares over which options may be granted may not exceed 10% of the ordinary shares of the Company

in issue. Details of the movements in share options outstanding during the year are as follows:

2008

Outstanding at the beginning
of the year

Granted during the year

Forfeited during the year

Exercised during the year

Outstanding at the end of the year

Exercisable at the end of the year

Number of

share options

40,519,649
1,185,000
(314,163)

(327,766)
41,062,720

13,410,220

Weighted
average
exercise price
€

2.409
2.110
2.125
1.415

2.411

2.226

Number of
share options

34,622,012
12,775,000
(55,485)

(6,821,878)
40,519,649

13,385,649

The weighted average share price at the dates of exercise for share options exercised during the year was €2.06
(2007: €3.30). The options outstanding at the end of the year have a weighted average remaining contractual life of 6.7
years (2007: 7.6 years). The options granted during the year had a weighted average fair value of €0.47 (2007: €0.52).

2007
Weighted
average
exercise price
€

2.334
2.390
2.145
1.980

2.409

2.194

These fair values were calculated using the binomial option pricing model. The inputs into the model for options granted

in 2008 and 2007 were as follows:

Share price at date of grant (€)
Exercise price (€)

Expected volatility (%)
Expected life (years)

Risk free rate (%)

Expected dividend yield (%)

2008

Weighted Average

2.110
2.110
315
6.5
4.4
5.4

The Group recognised total expenses of €0.9m (2007: €2.2m) related to equity-settled share based payment
transactions. Expected volatility is based on the weighted average historic volatility over a period equal to the weighted
average expected life. The above mentioned options are exercisable at prices ranging from €1.41 to €3.87 per share.

2007
Weighted Average

2.390
2.390
30.9
5.5
4.2
5.2
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28. Acquisitions
(i) Subsidiary Undertakings

The Group acquired a number of subsidiaries during 2008, which resulted in them all becoming 100% owned
subsidiaries. The main acquisitions were:

— Independent News & Media Outdoor (Pty) Limited (formerly called Clear Channel Independent) (27 March)
— African based outdoor advertising company;

—  The Sligo Champion (27 March) — Irish regional newspaper;

—  APN Finda (8 January) — Online directory business; and

—  Sell-Me-Free (16 March) — Online general classified business.

The Group previously held 50% interests in Independent News & Media Outdoor (Pty) Limited (INM Outdoor),
APN Finda and Sell-Me-Free, which were equity accounted for up to their dates of acquisition.

The carrying amounts of the assets and liabilities acquired, determined in accordance with IFRS before completion of
the business combinations, together with the fair value adjustments made to those carrying values were as follows:

2008 2008 2008
€m €m €m
INM Outdoor Other Total
Property, plant and equipment 12.0 0.8 12.8
Inventories 0.2 0.2 0.4
Trade and other receivables 8.5 15 10.0
Trade and other payables (6.6) (0.9) (7.5)
Provisions for other liabilities and charges - (0.1) 0.1)
Current taxation 4.2) - 4.2)
Deferred taxation 0.6 1.0 1.6
Book value of assets acquired 10.5 2.5 13.0
Fair Value Adjustments
Mastheads, radio licences, transit and electronic
systems and brands 11.7 20.8 325
Deferred taxation (3.3) - (3.3
Property, plant and equipment - (0.3) (0.3)
Net assets acquired at fair values 18.9 23.0 41.9
Conversion of associate and joint venture interests held
(investment and share of profits) (14.2) (2.6) (16.8)
Conversion of associate and joint venture loans
(within non-current trade and other receivables) (13.3) - (13.3)
IFRS 3 revaluation reserve (0.1) - 0.1)
Goodwill arising on acquisition 63.6 2.8 66.4
Consideration 54.9 23.2 78.1
Satisfied by:
Consideration paid in cash* 0.6 24.7 25.3
Cash and cash equivalents acquired on acquisition* (17.4) (4.0) (21.4)
Shares in INM issued as consideration 7.7 2.5 74.2
54.9 23.2 78.1

*  Net cash outflow from acquisitions of €3.9m.



88

INDEPENDENT NEWS & MEDIA PLC
ANNUAL REPORT 2008

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

28. Acquisitions (continued)

(i) Subsidiary Undertakings (continued)

Shares in INM Issued as Consideration

INM issued 40.4m ordinary shares with a fair value of €74.2m as part consideration for the acquisitions. The fair value
of the shares was based on the closing price on the Irish Stock Exchange on the date of acquisition. Of these 40.4m
shares, 39.0m were issued to Clear Channel Outdoor (CCO) to acquire the 50% interest in INM Outdoor owned by
CCO. INM had owned INM Outdoor as a joint venture with CCO since 2001. The remaining 1.4m shares were treasury
shares that were re-issued as part consideration for the acquisition of The Sligo Champion.

Recognition of Fair Value and Goodwiill

The initial assignment of fair values to identifiable net assets acquired has been performed on a provisional basis with any
amendments to these fair values to be finalised within the 12 month timeframe from the dates of acquisition as permitted
under IFRS 3.

The principal factors contributing to the recognition of goodwill on the business combinations entered into by the Group
are the highly profitable nature of the acquired businesses and the realisation of cost savings and synergies with existing
Group entities.

Impact of Acquisitions
The acquisitions during the period contributed €35.7m to revenues and €11.2m to operating profit before
exceptional items.

Had all business combinations effected during the year occurred at the beginning of the year, total Group revenue for the
12 months would be €1,487.0m and total Group operating profit before exceptional items would be €293.7m.

During 2007, the Group acquired the remaining 50% shareholding in Toowoomba Newspapers Pty Ltd that it did not
already own and which in substance represented a purchase of the minority interest in the masthead. As Toowoomba
Newspapers Pty Ltd had historically been consolidated as part of the Group, accounting standards did not permit the
masthead to be restated to fair value as part of the transaction. Therefore the excess of consideration over the recorded
minority interest was recognised as goodwill.

(i) Associates

The Group made an investment in PT Abdi Bangsa Tbk and a further investment in Imprezzeo Pty Limited during the
year. In 2007, the Group made an investment in Imprezzeo Pty Limited.

2008 2007

€m €m

Net assets acquired 1.6 1.0
Goodwill 4.3 0.4
Consideration paid in cash (note 16) 5.9 1.4
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29. Reconciliation of Operating Profit before Exceptional Items to Cash Generated by Operating Activities

2008 2007
€m €m

Group
Operating profit before exceptional items 290.3 349.2
Depreciation/amortisation 40.1 36.1
Non-cash share option charge 0.9 2.2
Earnings Before Interest, Tax, Depreciation and Amortisation 331.3 387.5
Unrealised foreign exchange movements (7.9) (8.8)
Increase in inventories 0.4) (0.9)
Decrease/(increase) in short term and medium term receivables 45.4 (23.3)
Decrease in short term and long term payables (25.6) (5.9)
Decrease in provisions (excluding restructuring payments) (1.2) (3.6)
Retirement benefit obligations (6.1) (8.7)
Cash generated from operations (before cash exceptional items) 335.5 336.3
Exceptional expenditure (including restructuring payments) (48.2) (57.5)
Cash generated from operations 287.3 278.8
Income tax paid (34.9) (33.9)
Cash generated by operating activities 252.4 244.9
Company
Operating loss before exceptional items (19.6) (19.8)
Non-cash share option charge 0.4 1.7
Loss Before Interest, Tax, Depreciation and Amortisation (19.2) (17.6)
Unrealised foreign exchange movements - (4.8)
Decrease in short term receivables 0.5 -
Increase in short term payables 18.8 21.3

Net cash generated by/(used in) operating activities 0.1 (1.1)
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30. Cash and Cash Equivalents

2008 2007
€m €m
Group
Cash at bank and in hand 31.2 19.1
Short term deposits 49.5 128.4
80.7 147.5
Cash and cash equivalents and bank overdrafts include the
following for the purposes of the cash flow statement:
Cash and cash equivalents* 80.7 147.5
Bank overdrafts 9.1) (1.6)
71.6 145.9
*  Net of bank overdrafts where a legal right of set-off exists.
Company
Cash at bank and in hand 3.8 4.7
Short term deposits - -
3.8 4.7
Cash and cash equivalents and bank overdrafts include the
following for the purposes of the cash flow statement:
Cash and cash equivalents 3.8 4.7
Bank overdrafts - _
3.8 4.7

Significant Non-Cash Transactions
(i) During the year, €16.5m (2007: €25.1m) of dividends were settled by way of scrip dividend.

(i) On 27 March 2008, 39,000,000 ordinary shares were issued as consideration for the acquisition of a 50%
interest in Independent News & Media Outdoor (Pty) Limited (formerly called Clear Channel Independent).
On 27 March 2008, the Company reissued 1,420,827 treasury shares as part consideration for the acquisition of
The Sligo Champion.

(i) During 2007, A$146.2m of the unsecured convertible notes issued by APN News & Media Limited (APN) converted
into ordinary shares of APN.

(iv) During 2007, holders of 52,291,119 cumulative exchangeable preference shares (CEPS) exchanged their CEPS at
a rate of one ordinary share in INM for each CEPS held.
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31. Capital Commitments

2008 2007
€m €m
Group and share of joint ventures and associates
Contracted but not provided for:
- Group 23.1 8.7
- Associates - 3.6
Authorised by Directors but not contracted for:
- Group 3.9 0.4
At end of year 27.0 12.7
32. Operating Lease Commitments
At the balance sheet date, the Group has outstanding commitments under non-cancellable operating leases, which fall
due as follows:
2008 2007
€m €m
No later than one year 63.6 70.7
Later than one and no later than five years 137.7 176.2
Later than five years 53.9 75.6
255.2 3225

The majority of lease commitments relate to the outdoor operations of APN News & Media Limited. These rental
commitments represent fixed portions of long-term rental contracts. The Directors believe that the associated future
revenue streams will be sufficient to cover these commitments.
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33. Financial Risk and Capital Management
Capital Management

The Group's objectives when managing capital are to safeguard the Group's ability to continue as a going concern and
to maintain an optimal capital structure which maximises the return to shareholders, while reducing the cost of capital.

In order to maintain or adjust the capital structure, the Group may adjust the amount of dividends paid to shareholders,
return capital to shareholders, issue new shares or buy back existing shares, increase or reduce debt or sell assets.

The Group previously monitored capital on the basis of the gearing ratio, calculated as net debt divided by equity.
Net debt consists of borrowings (as disclosed in note 24), net of cash and cash equivalents (as disclosed in note 30).
Equity comprises equity attributable to equity holders of the parent and minority interests.

While the Group's overall strategy remains unchanged from 2007, consistent with others in the industry the Group has
experienced a significant decline in the gearing ratio during 2008 as a result of the current adverse economic conditions
and as a result of volatility in foreign exchange rates. These factors have caused a disproportionately large reduction in
the value of the Group's equity, compared to a year end net debt position which has remained largely in line with the
prior year.

Given the current environment which has significantly depressed equity values, the Group believes that current equity
valuations do not fairly reflect the true value of the Group's underlying assets. The Group has therefore focused on
the Net Debt to EBITDA* ratio as a more appropriate measurement in the current economic climate, with a stated
medium-term target of specifically achieving a Net Debt to EBITDA* ratio of below 3.0 times. The net debt to EBITDA*
ratios at 31 December 2008 and 31 December 2007 were as follows:

2008 2007

€m €m

Borrowings (note 24) 1,390.9 1,463.2
Cash and cash equivalents (note 30) (80.7) (147.5)
Net Debt 1,310.2 1,315.7
EBITDA* (note 29) 331.3 387.5
Net Debt/EBITDA* ratio 3.95x 3.40x

*  Earnings Before Interest, Tax, Depreciation and Amortisation, before Exceptional ltems.

In targeting a medium-term Net Debt to EBITDA* ratio of below 3.0 times, the Group expects a recovery in EBITDA*
over the next few years. In addition, the Group has been actively pursuing strategies to secure sufficient capital to both
de-risk its Balance Sheet and to reduce debt and to provide a more appropriate long-term capital structure.

As part of this strategy, the Group has formally announced its intention to deleverage its Balance Sheet by a number of
means including the following:

— Certain assets have been targeted for disposal which represent non-strategic core assets and those assets whose
disposal will not significantly impact on the existing operating divisions and, if successfully concluded, will allow the
Group to retain the central ethos, global diversity and strong multi-media mix of the Group. These asset disposals
are expected to be completed during 2009 and it is currently expected that the disposal proceeds will be in the
range of €100m to €150m.

— The Board has determined that it will not recommend a final dividend for 2008.

— The Group has committed to a reduction in capital expenditure.

Further details on the Group's financing arrangements are contained in note 1.
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33. Financial Risk and Capital Management (continued)
Financial Risk Management

The Group's financial risks are managed by the Group Finance Department within parameters defined formally by the
Board. Group Treasury's activity is reported to the Audit Committee and the Board. The main financial risks faced by the
Group relate to credit, interest, foreign exchange translation and liquidity. The Board agrees policies for managing these
risks as summarised below.

Financial instruments, including derivatives, are permitted to be used to manage financial risk arising from the
Group's operations.

Credit Risk

Credit risk arises from cash and cash equivalents, derivative financial instruments, available-for-sale financial assets and
trade and other receivables. The Board establishes the policy which Group Treasury follows in managing credit risk.
Exposure is managed by distributing the credit risk, where possible, across banks or other institutions meeting required
standards as assessed normally by reference to the major credit rating agencies. Deals are authorised only with banks
with which dealing mandates have been agreed. These policies are regularly monitored to ensure credit exposure to any
one financial institution is limited. Cash and cash equivalents and derivative financial instruments are held only with
banks of an A+ rating or better with the exception of cash held in South Africa where banks of this rating are not
generally available.

The Group's credit risk management policy in relation to trade receivables involves periodically assessing the financial
reliability of customers, taking into account financial position, past experience and other factors. The utilisation of credit
limits is regularly monitored. There is no concentration of credit risk with respect to trade receivables as the Group has
a large number of customers, geographically dispersed. The maximum exposure to the top 5 receivables in any of the
Group's geographical segments does not exceed €6.3m and the credit quality of such debtors in each case is excellent
based on previous payment history. Average credit terms, where given, range from 7 days to 45 days. The carrying
amount of financial assets included in the financial statements represents the Group's maximum exposure to credit risk in
relation to these assets.

Included in the Group's trade and other receivables as at 31 December 2008, are balances of €88.7m (2007:
€121.5m) which are past due at the reporting date but not impaired in the majority of cases. The aged analysis of these
balances is as follows:

2008 2007
€m €m
Less than 1 month 51.1 75.6
1 - 3 months 30.7 37.2
3 — 6 months 4.4 6.9
Over 6 months 2.5 1.8
88.7 121.5
The impairment provision provides fully for all receivables that are past due by more than 90 days, together with any
other individual balances where collection may be in doubt and there are no significant impairment provisions relating to
any single debtor. In determining the recoverability of a trade receivable, the Group considers any change in the credit
quality of the trade receivable and any collateral held, which in certain limited cases exists in the form of deposits, bank
guarantees, sureties and agency security totalling €2.2m. Amounts charged to the impairment provision are written off
when there is no expectation of recovery. Subsequent recoveries of amounts previously written off are credited to the
Income Statement.
Movements in the provision for impairment of trade receivables during the year were as follows:
2008 2007
€m €m
At 1 January 10.5 9.9
Provision for impairment recognised in year 6.5 4.8
Amounts recovered during the year (0.3) (1.4)
Amounts written off during the year (4.5) (2.3)
Exchange movements (1.9) (0.5)
At 31 December (note 20) 10.3 10.5
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33. Financial Risk and Capital Management (continued)
Financial Risk Management (continued)

Credit Risk (continued)

The Group’s other classes of financial assets do not contain impaired assets and are not past due. The credit quality
of financial assets that are neither past due nor impaired can be assessed by reference to external credit ratings or to
historical information about counterparty default rates. Based on the credit history of these other assets, it is expected
that these amounts will be received when due.

Company
There were no past due or impaired trade receivables in the Company Balance Sheet as at 31 December 2008 or
31 December 2007.

Liquidity Risk

Liquidity risk management implies maintaining sufficient cash and marketable securities, the availability of funding
through an adequate amount of committed credit facilities and the ability to close out market positions. Management
monitors the adequacy of the Group's liquidity reserve (comprising undrawn borrowing facilities as detailed in note 24
and cash and cash equivalents as detailed in note 30) against rolling cashflow forecasts. In addition the Group's liquidity
risk management policy involves monitoring balance sheet liquidity ratios against internal requirements and maintaining
debt financing plans. The influence of the global downturn has resulted in more restricted access to finance and credit
markets are anticipated to remain tight as long as the current uncertain economic environment prevails.

The table below analyses the Group's financial liabilities into relevant maturity groupings based on the remaining period
to contractual maturity at the balance sheet date. The amounts disclosed in the table are the contractual undiscounted

cash flows.
<1 Year 1-2 Years 2-5 Years >5 Years Total
2008 €m €m €m €m €m
Group
Trade and other payables 238.5 - - - 238.5
Borrowings (principal repayments) 336.3 608.5 445.9 1.1 1,391.8
Derivative financial instruments (net-settled) 3.0 - - - 3.0
Future finance charges 70.9 49.4 33.0 - 153.3
Other payables - 5.0 - - 5.0
648.7 662.9 478.9 1.1 1,791.6
Less future finance charges (70.9) (49.4) (33.0) - (158.3)
577.8 613.5 445.9 1.1 1,638.3
2007
Group
Trade and other payables 274.3 - - - 274.3
Borrowings (principal repayments) 221.7 260.8 949.7 31.0 1,463.2
Future finance charges 97.1 75.4 99.3 3.6 275.4
Other payables - 6.4 - - 6.4
593.1 342.6 1,049.0 34.6 2,019.3
Less future finance charges (97.1) (75.4) (99.3) (3.6) (275.4)

496.0 267.2 949.7 31.0 1,743.9
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33. Financial Risk and Capital Management (continued)

Financial Risk Management (continued)

Liquidity Risk (continued)

<1 Year 1-2 Years 2-5 Years >5 Years Total
2008 €m €m €m €m €m
Company
Trade and other payables 422.7 - - - 422.7
Borrowings (principal repayments) - 160.9 - - 160.9
Future finance charges 8.7 5.8 - - 14.5
431.4 166.7 - - 598.1
Less future finance charges (8.7) (5.8) - - (14.5)
422.7 160.9 - - 583.6
2007
Company
Trade and other payables 421.2 - - - 421.2
Borrowings (principal repayments) - - 143.4 - 143.4
Future finance charges 8.3 8.3 5.5 - 22.1
429.5 8.3 148.9 - 586.7
Less future finance charges (8.3) (8.3) (5.5) - (22.1)
421.2 - 143.4 - 564.6

The Board has undertaken a thorough review of the Group's forecasts and associated risks, for a period beyond one
year from the date of approval of these financial statements. The extent of this review reflects the uncertain economic
outlook and weakness in advertising revenues, which has continued into the early part of 2009. The forecasts reflect
key assumptions, based on information available to the Directors at the time of approval of the financial statements,
in respect of:

Detailed monthly forecasting by business for FY09, updated to reflect weaker than anticipated trading results in
early 2009;

Future advertising revenues for FY 10 based on regional management'’s assessment of trends across individual
regions and principal operating units; and

Further cost reduction measures resulting in additional cost savings to reflect the reduced revenues.

Further details on the Group's financing arrangements are contained in note 1.

Market Risk

(i) Foreign Exchange Risk

Foreign exchange risk arises from recognised assets and liabilities and forecast future commercial transactions that
are denominated in a currency that is not the entity’s functional currency. Foreign exchange risk arising from forecast
future commercial transactions is managed by the use of forward foreign exchange contracts where deemed
appropriate. Foreign exchange transaction exposure in the Group is limited due to the fact that trading companies in
the Group tend to have the majority of their revenues and expenses in their functional currency.

Foreign currency translation exposure arises from the retranslation of overseas subsidiaries’ Income Statements
and Balance Sheets into Euro. The Group's net assets are spread across a number of different currencies in the
countries in which it operates which limits its translation exposure to any individual currency.
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33. Financial Risk and Capital Management (continued)

Financial Risk Management (continued)

Market Risk (continued)

0]

(ii)

(ii)

(0]

Foreign Exchange Risk (continued)

In certain instances, where practicable and cost effective, the Group manages translation exposure through the use
of foreign currency borrowings to hedge the impact of exchange rate movements on the Group's Balance Sheet.
The Group uses forward rate contracts to mitigate the impact of exchange rate movements on the Group's Income
Statement, when the Group considers it economically viable to do so. Further information on the Group’s use of
foreign exchange contracts is given in note 18. Based on the net forward contracts outstanding at 31 December
2008, if the Euro had moved by 10% against Sterling, and if the New Zealand Dollar had moved by 10% against the
Australian Dollar, with all other variables being constant, net assets and total equity would have reduced by €3.0m
(2007: €1.3m based on 5% move) if rates had strengthened, or increased by €2.9m (2007: €1.2m based on 5%
move) if rates had weakened.

Interest Rate Risk

The Group's interest rate risk arises from long-term borrowings. Borrowings issued at variable rates expose the
Group to cash flow interest rate risk. Borrowings issued at fixed rates expose the Group to fair value interest rate
risk. Interest rate risk arising from the Group's borrowings is managed by the issue of debt in a balanced portfolio
which minimises the interest rate cost by the issue of fixed rate debt when circumstances are favourable, and also by
the use of interest rate swaps when the Group considers this to be economically viable.

Price Risk
The Group is not exposed to significant price risk other than in respect of the Group’s available-for-sale financial

assets (see note 17).

Currency and interest rate exposure of financial liabilities

The Group’s financial liabilities comprise borrowings, derivative financial instruments, trade and other payables and other
non-current payables.

Fixed Rate Financial

Liabilities
Non-Interest Weighted Weighted
Floating Rate Fixed Rate Bearing Average Average Time
Financial Financial Financial Effective for which
Liabilities Liabilities Liabilities Total Interest Rate Rate is Fixed
€m €m €m €m % Years
Group
At 31 December 2008
Currency:
Euro 699.9 198.0 99.6 997.5 5.8 0.4
Stge 4.3 2.2 41.2 47.7 4.7 2.0
Aus$ 317.4 - 36.3 353.7 - -
Nz$ 103.4 65.7 25.0 194.1 7.5 1.0
Other - - 46.9 46.9 - -
Gross financial liabilities 1,125.0 265.9 249.0 1,639.9 6.2 0.5
At 31 December 2007
Currency:
Euro 583.5 310.6 84.5 978.6 6.6 1.2
Stge 2.9 3.5 47.4 53.8 4.7 3.0
Aus$ 331.9 - 30.9 362.8 - -
NZ$ 184.0 46.7 53.4 284.1 7.1 0.9
Other 0.1 - 67.8 67.9 - -
Gross financial liabilities 1,102.4 360.8 284.0 1,747.2 6.6 1.2

Interest on floating rate securities is based on national inter-bank rates in the relevant countries. Based on the
outstanding net floating rate debt at 31 December 2008, a change in interest rates of +/-1% with all other variables
being constant would reduce/increase post-tax profits by €8.7m (2007: €7.8m). Non-interest bearing financial liabilities
include trade and other payables, derivative financial instruments and other non-current payables, which do not have
predetermined dates of repayment.
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33. Financial Risk and Capital Management (continued)

Financial Risk Management (continued)
(i) Currency and interest rate exposure of financial liabilities (continued)

Company

The Company'’s financial liabilities comprise floating rate borrowings denominated in Euro and loans from subsidiary
undertakings which are denominated in Euro and are interest free. Based on the outstanding net floating rate debt at
31 December 2008, a change in interest rates of +/-1% with all other variables being constant would reduce/increase
post-tax profits by €1.4m (2007: €1.2m).

(iij) Currency and interest rate analysis of financial assets

The Group's financial assets comprise available-for-sale financial assets, trade and other receivables, derivative financial
instruments and cash and cash equivalents. A currency analysis of these financial assets is set out below:

2008 2007
€m €m
Group
Currency:
Euro 68.3 86.7
Stge 45.8 63.9
Aus$ 83.0 160.8
NZ$ 52.8 73.2
ZAR 53.7 125.0
Other 26.2 19.8
329.8 529.4
Cash and cash equivalents are placed on deposit at floating rates of interest with a maturity of 90 days or less.
The effective interest rates earned during the year on short-term bank deposits ranged from 2% to 11%. The Group's
other financial assets, including available-for-sale financial assets, trade and other receivables, loans to associates and
joint ventures and derivative financial instruments are generally non-interest bearing; in certain cases interest is charged
ranging from 0.7% to 1.5% per month on overdue trade receivable balances.
Company
The Company’s closing cash and cash equivalents balance is denominated in Euro. The effective interest rates
earned during the year on short-term bank deposits ranged from 2% to 5%. All loans to subsidiary undertakings are
denominated in Euro and are interest free.
(iii) Currency exposures
The table below shows the Group’s traded assets and liabilities (or non-structural exposures) that give rise to the net
monetary gains and losses recognised in the Income Statement. Such exposures comprise the monetary assets and
liabilities of the Group that are not denominated in the functional currency of the unit involved. Whilst the Group as a
whole has assets and liabilities in multiple currencies, individual entities in the Group do not have a significant foreign
exchange exposure to currencies that are not their functional currency. At 31 December these exposures were as follows:
Net foreign currency financial assets/(liabilities)
Stg$ NZ$ Euro Other Total
2008 €m €m €m €m €m
Functional currency of Group operations
Euro 3.2 0.4 - 0.1 3.7
Stge - - 0.2 0.1 0.3
3.2 0.4 0.2 0.2 4.0
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33. Financial Risk and Capital Management (continued)
Financial Risk Management (continued)

(iii) Currency exposures (continued)

Net foreign currency financial assets/(liabilities)

Stg$ NZ$ Euro Other Total
2007 €m €m €m €m €m
Functional currency of Group operations
Euro (0.5) 0.5 - 0.1 0.1
Stge - - 0.1 0.1 0.2
(0.5) 0.5 0.1 0.2 0.3

(iv) Fair values of financial assets and financial liabilities

The fair values of listed debt, quoted available-for-sale financial assets and derivative financial instruments are measured
using market values. The fair values of non-listed debt are measured by discounting cash flows at prevailing interest
and exchange rates. Unquoted available-for-sale financial assets, whose fair values cannot be reliably measured, are
carried at cost less provision for impairment where required. The carrying value of non-interest bearing financial assets
and financial liabilities and cash and cash equivalents approximates their fair values. The following is a comparison by
category of book values and fair values of the Group’s and Company’s financial assets and financial liabilities as at the

year end.
Book Value Fair Value
2008 2007 2008 2007
€m €m €m €m
Group
Financial Assets
Available-for-sale financial assets 16.7 37.0 16.7 37.0
Derivative financial instruments
—  held for trading - 0.9 - 0.9
Loans and receivables (non-current) 21.8 45.9 21.8 45.9
Loans and receivables (current) 210.6 298.1 210.6 298.1
Cash and cash equivalents 80.7 147.5 80.7 147.5
329.8 529.4 329.8 529.4
Financial Liabilities
Borrowings (1,390.9) (1,463.2) (1,366.3) (1,466.1)
Derivative financial instruments
— held for trading (3.0 (1.3) (3.0 (1.3)
— cash flow hedges (2.5) (2.0 (2.5) (2.0)
Other payables (5.0) (6.4) (5.0) (6.4)
Trade and other payables (238.5) (274.3) (238.5) (274.3)

(1,639.9) (1,747.2) (1,615.3) (1,750.1)
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33. Financial Risk and Capital Management (continued)

Financial Risk Management (continued)

(iv) Fair values of financial assets and financial liabilities (continued)

Book Value Fair Value
2008 2007 2008 2007
€m €m €m €m
Company
Financial Assets
Loans and receivables (current) 732.3 854.0 732.3 854.0
Cash and cash equivalents 3.8 4.7 3.8 4.7
736.1 858.7 736.1 858.7
Financial Liabilities
Trade and other payables (422.7) (421.2) (422.7) (421.2)
Borrowings (160.2) (142.2) (160.2) (142.2)
(582.9) (563.4) (582.9) (563.4)
(v) Foreign exchange contracts
Details of significant foreign exchange contracts outstanding (all with a maturity of less than one year) as at 31 December
were as follows:
2008 2007
€m €m
Buy Australian Dollars/Sell New Zealand Dollars 16.7 22.4
The above foreign exchange contracts were entered into by the Australian operations in order to protect earnings in a
foreign currency from adverse exchange movements.
2008 2007
€m €m
Buy US Dollars/Sell New Zealand Dollars 1.7 4.9

The New Zealand Print operations purchase paper in US$. In order to protect against adverse exchange rate movements
the above foreign exchange contracts were entered into.
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33.

34.

Financial Risk and Capital Management (continued)
Financial Risk Management (continued)

(v) Foreign exchange contracts (continued)

2008 2007
€m €m
Buy Euro/Sell South African Rand - 44.7
The above foreign exchange contracts were entered into by the Group in order to protect earnings in a foreign currency
from adverse exchange movements.
2008 2007
€m €m
Buy Sterling Pounds/Sell Euro 15.5 44.2
The Irish operations purchase newsprint in Sterling. In order to protect against adverse exchange rate movements the
above foreign exchange contracts were entered into.
The table below shows the contractual cash flows due under the Group's derivative financial instruments included above
which will be settled on a gross basis. All balances are due within 1 year from the balance sheet date, thus the impact of
discounting is not significant.
2008 2007
€m €m
Forward foreign exchange contracts — cash flow hedges
Inflow 14.7 50.1
Outflow (17.0) (53.3)
Forward foreign exchange contracts — held for trading
Inflow 16.9 22.4
Outflow (17.1) (22.7)

During the year ended 31 December 2008, a loss of €4.5m (2007: loss of €1.1m) was recognised directly in equity,
and a loss of €2.0m (2007: gain of €0.4m) was transferred from equity and recognised in the Income Statement
within operating profit in relation to cash flow hedges. Gains of €12.2m (2007: €0.8m) were recognised in the Income
Statement within operating profit in relation to held for trading forward foreign exchange contracts.

Contingent Liabilities
(i) Guarantees

Independent News & Media PLC has guaranteed the bank advances, bond obligations and certain other obligations of
subsidiary undertakings up to a maximum of €941.4m (2007: €832.7m).

(ii) Litigation

The Group, from time to time, is party to various legal proceedings. It is the opinion of the Directors that losses, if any,
arising in connection with these matters will have no material adverse impact on the financial position of the Group.
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35. Related Party Transactions
Group

Transactions between the Group and its joint ventures and associates include both trade and loan transactions.
Details of the Group’s principal joint ventures and associates are provided in note 37 to the financial statements.

Details of transactions and balances outstanding with associates and joint ventures are as follows:

Amounts owed by

Amounts owed to

Sale of goods Purchase of goods related parties related parties
2008 2007 2008 2007 2008 2007 2008 2007
€m €m €m €m €m €m €m €m
Associates 10.9 12.8 12.1 13.0 14.5 24.6 1.3 0.5
Joint ventures 10.1 9.2 28.6 27.1 7.3 19.3 3.4 4.7

Interest income from associates amounted to €0.4m (2007: €0.7m) during the year.

The Group owns a 44.9% stake in PrimeLearning Group Limited, a company in which the Chief Executive,
Sir Anthony O'Reilly, has a 2.5% beneficial interest. During the year, €0.1m (2007: €0.3m) was advanced by the
Group to PrimeLearning Group Limited.

During the year, the Group purchased €0.1m (2007: €0.1m) of consultancy services from Cansult Communications
Inc., a company in which B Mulroney, a non-executive Director, has a beneficial interest. Cansult Communications Inc.

provides political advice and consultancy services, particularly in relation to the global media industry.

Company

Details of Directors’ remuneration are disclosed in section 6 of the Remuneration Report on pages 41 to 43.

Details of shares held in the Company by Directors and of share options granted to Directors are disclosed in section 7
of the Remuneration Report on pages 43 to 44. During the year, the Company received €191.4m (2007: €102.4m) in

dividends from its subsidiaries and paid €18.0m (2007: €21.38m) in management fees to its subsidiaries. The Company
charged subsidiaries €1.8m (2007: €2.0m) for the surrender of tax losses during the year. Details of loan balances due

to/from subsidiaries are provided in notes 20 and 21 and all such loans are on an interest free basis.

Key Management Personnel

Key management personnel comprises the Board of Directors which manages the business and affairs of the Company.

The remuneration of key management personnel was as follows:

2008 2007

€m €m

Short-term benefits 6.6 10.2
Post-retirement benefits 1.3 1.5
Share based payment 0.9 1.5
8.8 13.2
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36. Retirement Benefit Obligations
Defined Contribution Pension Schemes

The Group operates a number of defined contribution pension schemes. Scheme assets are held in separate trustee
administered funds. The defined contribution charge for the year was €13.7m (2007: €13.4m).

Defined Benefit Pension Schemes and Post-Retirement Medical Aid Scheme

The Group operates a number of defined benefit pension schemes. Scheme assets are held in separate trustee
administered funds. In general, actuarial valuations are not available for public inspection, however, the results of
valuations are available to members of the various schemes. The last actuarial valuation of the main defined benefit
pension schemes was as at 1 January 2006. The deficit on the Group's defined benefit pension schemes arises mainly
in the Irish operations. The Group also has a post-retirement medical aid scheme. The determination of the pension
cost and defined benefit obligation of the Group's defined benefit pension schemes, and its post-retirement medical aid
obligation, depends on the selection of certain assumptions, which include, inter alia, the discount rate, inflation rate,
salary growth, longevity and expected return on scheme assets, all of which are key judgements. Differences arising
from actual experience or changes in assumptions in both the defined benefit pension schemes and post-retirement
medical aid scheme are reflected in the Statement of Recognised Income and Expense.

The amounts recognised in the Balance Sheet in respect of the defined benefit pension schemes and the post-retirement
medical aid scheme as at 31 December were as follows:

Defined benefit Post-retirement
pension schemes medical aid scheme

2008 2007 2006 2008 2007 2006
€m €m €m €m €m €m

Present value of
funded obligations 310.7 331.5 359.7 - - -
Fair value of plan assets (190.7) (271.5) (271.9) - - -
120.0 60.0 87.8 - - -

Present value of
unfunded obligations 3.4 4.8 4.8 25.4 35.6 34.3
Net liability in Balance Sheet 123.4 64.8 92.6 25.4 35.6 34.3

The combined net liability in the Balance Sheet for the Group's defined benefit pension schemes and the Group's
post-retirement medical aid scheme was €148.8m (2007: €100.4m).

Defined benefit Post-retirement
pension schemes medical aid scheme

2008 2007 2008 2007
€m €m €m €m

Defined Benefit/Post-Retirement

Medical Aid Obligations

At 1 January 336.3 364.5 35.6 34.3
Reclassified from provisions - 1.1 - -
Current service cost 5.2 6.8 0.7 1.0
Past service cost 0.3 0.3 - -
Interest cost 18.3 17.2 2.4 2.8
Contributions by plan participants 3.0 3.5 - -
Actuarial (gains)/losses (16.9) (29.3) 1.1) 1.2
Benefits paid (16.0) (20.2) (0.6) (1.0)
Curtailments - (3.0) 3.2 -
Exchange movements (16.1) (4.6) (8.4) (2.7)

At 31 December 314.1 336.3 25.4 35.6
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Defined Benefit Pension Schemes and Post-Retirement Medical Aid Scheme (continued)

36. Retirement Benefit Obligations (continued)

Defined benefit
pension schemes

Post-retirement
medical aid scheme

2008 2007 2008 2007
€m €m €m €m

Fair Value of Plan Assets
At 1 January 271.5 271.9 - -
Expected return on assets 17.6 18.5 - -
Actuarial losses (82.9) (13.0) - -
Contributions by plan participants 3.0 3.5 - -
Contributions by employer 10.1 12.4 - -
Benefits paid (14.6) (18.6) - -
Exchange movements (14.0) (3.2) - -
At 31 December 190.7 271.5 - -
Actual return on plan assets (65.3) 5.5 - -

Total net actuarial losses of €64.9m were recognised in the Statement of Recognised Income and Expense in 2008
(2007: gains of €15.1m). Cumulatively since 1 January 2004, €76.7m has been recognised as a charge in the
Statement of Recognised Income and Expense. The assets of the defined benefit pension schemes include ordinary
shares of Independent News & Media PLC with a fair value of €0.3m (2007: €0.1m). Pension scheme assets do not

include property occupied by Group companies.

The amounts recognised in the Income Statement in the year were as follows:

Defined benefit
pension schemes

Post-retirement
medical aid scheme

2008 2007 2008 2007

€m €m €m €m

Current service cost 5.2 6.8 0.7 1.0
Past service cost 0.3 0.3 - -
Interest on obligation 18.3 17.2 2.4 2.8
Expected return on plan assets (17.6) (18.5) - -
Gains on curtailments and settlements - (3.0) (3.2 -
6.2 2.8 (0.1) 3.8

The total amount recognised in the Income Statement was charged as follows:

Defined benefit
pension schemes

Post-retirement
medical aid scheme

2008 2007 2008 2007

€m €m €m €m

Cost of sales 4.6 1.4 - -
Administration expenses 15 1.3 - -
Distribution expenses 0.1 0.1 - -
Other operating expenses - - 0.1) 3.8
6.2 2.8 0.1) 3.8
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36. Retirement Benefit Obligations (continued)
Defined Benefit Pension Schemes and Post-Retirement Medical Aid Scheme (continued)

The split of the fair value of the plan assets is as follows:

Defined benefit
pension schemes

2008 2007

€m €m

Equities 119.9 200.6
Bonds 58.8 55.0
Property/other 12.0 15.9
190.7 271.5

The expected rate of return for equities has been calculated assuming that equities will outperform bonds by
3.1% per annum over the long term. The expected rate of return for bonds has been based on bond indices as at

31 December 2008, with due regard to the allocation of the schemes’ bond portfolios.

Principal actuarial assumptions for the defined benefit pension schemes are as follows (expressed as
weighted averages):

Discount rate on scheme liabilities
Expected return on plan assets
Future salary increases

2008 2007
5.8% 5.5%
6.8% 6.8%
3.6% 3.6%

An increase of 1% in the discount rate would decrease the defined benefit pension schemes’ obligation by €46m
(2007: €48m). A decrease of 1% in the discount rate would increase the defined benefit pension schemes’ obligation

by €61m (2007: €61m).

The mortality assumptions used in the Irish schemes are based on standard tables published by the Institute of Actuaries

which were adjusted in line with Irish experience. It is assumed that younger members will live longer
those retiring now reflecting the expectation that mortality rates will continue to fall over time.

The assumed life expectancy for a retired member aged 65 is 19 years (male) and 22 years (female).

in retirement than

Life expectancy for

future pensioners, retiring in 20 years time at age 65 is assumed to be 21.7 years (males) and 24.7 years (females).

The mortality assumptions used in the other schemes are based on local experience and are based on the advice

of actuaries.

Defined benefit pension schemes

2008
€m

History of Experience Gains and Losses
Difference between expected and actual return on scheme assets (82.9)
Experience gains and losses on scheme liabilities (0.8)

Principal actuarial assumptions for the post-retirement medical aid scheme are as follows:

Discount rate on scheme liabilities
Medical cost inflation

2007 2006

€m €m
(13.0) 9.5

(2.0 (4.9)
2008 2007
7.8% 8.5%
8.0% 8.0%
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36.

37.

Retirement Benefit Obligations (continued)

Defined Benefit Pension Schemes and Post-Retirement Medical Aid Scheme (continued)

The mortality assumptions used for the post-retirement medical aid scheme were as follows:

Before Retirement:
Males - The S.A. 1985-90 table of mortality.
Females - The S.A. 1985-90 table of mortality rated down 3 years.

The PA(90) tables were used for post-retirement mortality rates.

An increase of 1% in medical cost inflation would increase the post-retirement medical aid liability by €4.0m as at
31 December 2008 (2007: €6.3m). A decrease of 1% in medical cost inflation would decrease the post-retirement

medical aid liability by €3.4m as at 31 December 2008 (2007: €5.2m).

The estimated employer contributions to be paid in 2009 for the Group’s defined benefit pension schemes and the

Group's post-retirement medical aid scheme is €12.9m.

Principal Subsidiaries, Associates and Joint Ventures
The note below contains certain symbols which denote the following:

B = Borrower under Group Borrowing Facilities
G= Guarantor under Group Borrowing Facilities

D = Party to Irish, English or Northern Irish Debenture in connection with the Group Bank Facilities

S = Shares pledged as Security

Name Principal Activity

Parent Company (as at 31 December 2008)
Independent News & Media PLC Holding Company
[B, G, D]

Subsidiary Undertakings (as at 31 December 2008)
(Wholly owned unless otherwise stated)

Incorporated and operating principally in Ireland:

Independent Newspapers (Ireland) Limited Newspaper Publishing
27-32 Talbot Street

Dublin 1

[G, D, S]

Independent Newspapers Marketing Limited Newspaper Publishing
27-32 Talbot Street

Dublin 1

[G, D, S]

Sunday Newspapers Limited Newspaper Publishing
27-32 Talbot Street

Dublin 1

[G, D, S]

Newspread Limited Newspaper and
3050 Lake Drive Magazine Distribution
Citywest Business Campus

Naas Road

Dublin 24

[G, D, S]

Issued and Fully Paid
Share Capital

878,775,439 ordinary shares
of €0.30 each

5,000,000 ordinary shares
of €1.25 each

100 ordinary shares

of €1.25 each

10,000 “A” ordinary shares
of €1 each

80,002 ordinary shares
of €1.25 each

3,600 ordinary shares
of €1.25 each
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Name

37. Principal Subsidiaries, Associates and Joint Ventures (continued)

Principal Activity

Subsidiary Undertakings (as at 31 December 2008) (continued)

(Wholly owned unless otherwise stated)

Incorporated and operating principally in Ireland (continued):

Independent Communications (Ireland) Limited
2023 Bianconi Avenue

Citywest Business Campus

Naas Road

Dublin 24

[G, D, S]

Independent News & Media Holdings (Ireland) Limited

2023 Bianconi Avenue
Citywest Business Campus
Naas Road

Dublin 24

[G, D, S]

Independent News & Media Investments Limited
2023 Bianconi Avenue

Citywest Business Campus

Naas Road

Dublin 24

[G, D, S]

Independent Communications (International) Limited
2023 Bianconi Avenue

Citywest Business Campus

Naas Road

Dublin 24

[B, G, D, S]

Independent News & Media Finance (Ireland) plc
2023 Bianconi Avenue

Citywest Business Campus

Naas Road

Dublin 24

[G, D, S]

Independent Newspapers Management Services
2023 Bianconi Avenue

Citywest Business Campus

Naas Road

Dublin 24

[G, D]

Independent Colleges Limited
60-63 Dawson Street
Dublin 2

Holding Company

Holding Company

Holding Company

Holding Company

Finance Company

Provision of

Management Services

Third Level College

Issued and Fully Paid
Share Capital

5,341,333 ordinary shares
of €1.25 each

900 ordinary shares
of €1.25 each

1,249 ordinary shares
of €1.25 each

100 ordinary shares
of €1.25 each

40,000 ordinary shares
of €1 each

539,039,100 ordinary shares
of €1.25 each

25,000 ordinary shares
of €0.01 each
(70% interest)
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Name

37. Principal Subsidiaries, Associates and Joint Ventures (continued)

Principal Activity

Subsidiary Undertakings (as at 31 December 2008) (continued)

(Wholly owned unless otherwise stated)

Incorporated and operating principally in the United Kingdom:

Independent News and Media Limited
Independent House

191 Marsh Wall

London E14 9RS

[G, D, S]

Independent News & Media (UK) Limited
Independent House

191 Marsh Wall

London E14 9RS

[B, G, D, S]

Belfast Telegraph Newspapers Limited
Independent House

191 Marsh Wall

London E14 9RS

[G, D, S]

Incorporated and operating principally in South Africa:

Independent Newspapers (Pty) Limited
47 Sauer Street
Johannesburg

Independent News & Media Outdoor (Pty) Limited
66 Peter Place

Hurlingham Ext 5

Johannesburg

Independent News & Media (South Africa) (Pty) Limited
47 Sauer Street
Johannesburg

Incorporated and operating principally in Belgium:

Independent News & Media Belgium SA
Avenue de Tervuren 13a

Etterbeek

1040 Brussels

[G]

Incorporated and operating principally in Jersey:

Independent News & Media (Finance) Limited
8 Church Street

St. Helier

Jersey JE4 0SG

[B, G]

Newspaper and

Magazine Publishing

Holding Company

Dormant

Newspaper Publishing

Outdoor Advertising

Holding Company

Holding Company

Finance Company

Issued and Fully Paid
Share Capital

35,942,899,875 ordinary shares
of Stg£0.01 each

415,200 deferred shares

of Stg£0.01 each

328,900,000 ordinary shares
of Stg€1 each

116,877,000 ordinary shares
of Stg€10 each

100 ordinary shares
of ZAR1 each

300 ordinary shares
of ZAR1 each

3,201 ordinary shares
of ZAR1 each

61,500 ordinary shares
of €1 each

10 ordinary shares
of €1 each



108

INDEPENDENT NEWS & MEDIA PLC
ANNUAL REPORT 2008

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

37. Principal Subsidiaries, Associates and Joint Ventures (continued)

Issued and Fully Paid
Name Principal Activity Share Capital

Subsidiary Undertakings (as at 31 December 2008) (continued)
(Wholly owned unless otherwise stated)

Incorporated and operating principally in The Netherlands:

Abbey Communications (Netherlands) B.V. Holding Company 42 ordinary shares
Locatellikade 1 of €453.78 each
Parnassustoren

1076 AZ Amsterdam

[C]

Incorporated and operating principally in Luxembourg:

INM Holdings Luxembourg SARL Holding Company 73,399 ordinary shares
6 rue Philippe Il of €100 each
L-2340 Luxembourg

€]

Incorporated and operating principally in Australasia:

APN News & Media Limited Holding Company 490,413,398 ordinary shares
Level 4 (Newspaper Publishing, of A$0.40 each
100 William Street Radio Broadcasting and (39.1% interest)
Sydney NSW 2011 Outdoor Advertising)

APN News & Media Limited (APN) is accounted for as a subsidiary undertaking because the Group has the ability to
cast the majority of votes at meetings of the Board of Directors of APN.

Independent News & Media Holdings Pty Limited Holding Company 264,500,002 ordinary shares
Level 11 of A$1 each
1 York St.

Sydney

Independent News & Media (Australia) Limited Holding Company 10,000,000 ordinary shares
Level 11 of A$1 each
1 York St.

Sydney

Independent Trustee Limited Holding Company 100 ordinary shares
46 Albert Street of NZ$1 each
PO Box 32

Auckland

News & Media NZ Limited Holding Company 219,164,476 ordinary shares
46 Albert Street of NZ$1 each
PO Box 32

Auckland
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37. Principal Subsidiaries, Associates and Joint Ventures (continued)

Name Principal Activity

Associates (as at 31 December 2008)
(The Group's interests noted below are wholly owned unless otherwise stated)

Incorporated and operating principally in Ireland:

Tribune Newspapers Plc Newspaper Publishing
15 Lower Baggot Street

Dublin 2

Incorporated and operating principally in India:

Jagran Prakashan Limited
Jagran Building

2 Sarvodaya Nagar
Kanpur 208005

Newspaper Publishing

Incorporated and operating principally in the United Kingdom:

Online Casinos and
Software Services

Cashcade Limited
6/10 Valentine Place
London SE1 8HQ

Joint Ventures (as at 31 December 2008)
(The Group's interests noted below are wholly owned unless otherwise stated)

Incorporated and operating principally in Ireland:

Independent Star Limited Newspaper Publishing
Star House
62a Terenure Road North

Dublin 6W

Incorporated and operating principally in Germany:

Verivox GmbH Online Utility

Am Taubenfeld 10 Price Comparator
D-69123

Heidelberg

The respective addresses are the companies’ registered offices.

Issued and Fully Paid
Share Capital

2,884,064 ordinary shares
of €1.25 each

(29.99% interest)
70,519,027 4% redeemable
preference shares

of €0.32 each

301,170,585 ordinary shares
of INR2 each
(20.8% interest)

84,325 ordinary shares
of Stg£0.05 each
(18.7% interest)

500 “E" ordinary shares
of €1.27 each

(0% interest)

500 “I" ordinary shares
of €1.27 each

5,000 preference shares
of €1.27 each

653,060 ordinary shares
of €0.10 each
(49% interest)
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

38. Companies (Amendment) Act, 1986 — Guarantees

39.

The Company has guaranteed the liabilities of certain of its Irish registered subsidiary undertakings for the purpose of
Section 17 of the Companies (Amendment) Act, 1986, as listed below, and as a result such subsidiaries have been
exempted from the filing provisions of Section 7, Companies (Amendment) Act, 1986.

Argus Newspapers Limited

Champion Printing Limited

Crespen Limited

Gabani Limited

Independent Colleges Limited

Independent Communications (Ireland) Limited
Independent Communications (International) Limited
Independent Communications Limited
Independent Digital Limited

Independent Directories Limited

Independent Newspapers (Ireland) Limited
Independent Newspapers Marketing Limited
Independent Newspapers Property Limited
Independent News & Media Holdings (Ireland) Limited
Independent News & Media Investments Limited
INM Overseas Limited

INM Securities (Ireland) Limited

Internet Interaction Limited

Newspread Limited

Nutley Investments Limited

Sunday Newspapers Limited

Terenure Printers Limited

The Drogheda Independent Company Limited
The Kerryman Limited

The People Newspapers Limited

Standards, Interpretations and Amendments to Published Standards that are not yet effective

@

Certain new Standards, Interpretations and Amendments to Published Standards have been published that are
mandatory for the Group'’s accounting periods beginning on or after 1 January 2009 or later periods but which the
Group has not early adopted are as follows:

IFRS 8 Operating Segments (effective 1 January 2009);

IFRS 2 Share Based Payments — Vesting Conditions and Cancellations (effective 1 January 2009);

IAS 23 (Revised) Borrowing Costs (effective 1 January 2009);

IFRIC 13, Customer Loyalty Programmes (effective 1 July 2008*);

IFRIC 15, Agreements for the Construction of Real Estate (effective 1 January 2009);

IFRIC 16, Hedges of a Net Investment in a Foreign Operation (effective 1 October 2008%);

IFRIC 17, Distributions of Non-cash Assets to Owners (effective 1 July 2009);

IFRIC 18, Transfers of Assets from Customers (effective 1 July 2009);

IAS 1 (Revised) Presentation of Financial Statements (effective 1 January 2009);

IAS 32 and IAS 1 (Amendment) Puttable Financial Instruments and Obligations Arising on Liquidation
(effective 1 January 2009);

IFRS 1 and IAS 27 (Amendment) Cost of an Investment in a Subsidiary, Jointly Controlled Entity or Associate
(effective 1 January 2009);

IAS 39 (Amendment) Eligible Hedged Items (effective 1 July 2009);

IAS 39 and IFRS 7 (Amendment) Reclassification of Financial Assets (effective 1 July 2008%);

IFRS 1 (Revised) First-time Adoption of International Financial Reporting Standards (effective 1 July 2009);
IFRS 3 (Revised) Business Combinations (effective 1 July 2009);

IAS 27 (Revised) Consolidated and Separate Financial Statements (effective 1 July 2009);

IFRS 7 (Amendment) Improving Disclosures about Financial Instruments (effective 1 January 2009); and
IFRIC 9 and IAS 39 (Amendment) Embedded Derivatives (effective 30 June 2009).

Annual reporting periods beginning on or after that date.
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39. Standards, Interpretations and Amendments to Published Standards that are not yet effective (continued)

Having carried out a preliminary review of the relevance of the above new Standards, Interpretations and
Amendments to Published Standards, the Group believes that they will not have a material impact on the Group
except for the following:

(i) IFRS 8 Operating Segments, which will introduce new disclosure requirements. IFRS 8 requires a
‘management approach’, under which segment information is presented on the same basis as that used for
internal reporting purposes;

(i) 1AS 1 (Revised) Presentation of Financial Statements, which will introduce some presentational changes in the
primary statements of the Group. The main aim of the revised version of IAS 1 is to aggregate information in the
financial statements on the basis of shared characteristics. Consequently changes in equity (net assets) of an
entity arising from transactions with owners in their capacity as owners will be disclosed separately from other
changes in equity;

(i) IFRS 3 (Revised) Business Combinations, which will introduce some new accounting requirements for
business combinations acquired subsequent to the adoption of this standard. The standard continues to apply
the acquisition method to business combinations, with some significant changes. These changes include a
requirement that all payments to purchase a business are to be recorded at fair value at the acquisition date,
with some contingent payments subsequently re-measured through income. Goodwill may be calculated based
on the parent'’s share of net assets or it may include goodwill related to minority interest. All transaction costs
relating to business combinations will be expensed; and

(iv) IAS 27 (Revised) Consolidated and Separate Financial Statements, which requires the effect of all
transactions with non-controlling interests to be recorded in equity if there is no change in control. Such
transactions will no longer result in goodwill or gains and losses. The standard also specifies the accounting
when control is lost. Any remaining interest in the entity is re-measured to fair value and a gain or loss is
recognised in the Income Statement.

The Group is currently assessing the full impact on the Group financial statements of the above new Standards,
Interpretations and Amendments to Published Standards.

(i) Improvements to IFRS, (effective for financial periods beginning on or after 1 January 2009). The IASB has issued
the ‘Improvements to IFRS’ standard which amends 20 standards, basis of conclusions and guidance based on
the exposure draft issued in October 2007. The improvements include changes in presentation, recognition and
measurement plus terminology and editorial changes. The Group is currently considering the impact of these
amendments but does not anticipate that they will have a significant impact on the Group’s financial statements.

40. Subsequent Events

In previous annual reports under contingent liabilities the Group disclosed details of a tax audit that the New Zealand
Inland Revenue Department (NZIRD) were carrying out in APN News & Media Limited (APN) in regard to the tax
treatment of certain aspects of the Masthead Licensing Agreement (MLA). On 20 March 2009, the NZIRD advised that it
has decided to discontinue the dispute in relation to the tax treatment of the MLA. The decision confirms the taxation and
accounting treatment adopted by both INM and APN in relation to the MLA and means that no additional tax is payable.
The decision is final and binding on the NZIRD.

41. Approval of Financial Statements

The financial statements were approved by the Directors and authorised for issue on 29 April 2009.
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SCHEDULE TO THE DIRECTORS’ REPORT

As required by the European Communities (Takeover Bids (Directive 2004/25/EC)) 2006.

Particulars of the authorised and issued Ordinary Share capital of the Company are set out in note 25 to the
financial statements.

Holders of Ordinary Shares are entitled:

— to receive duly declared dividends in cash or, when offered, additional Ordinary Shares;

— to receive notice of and to attend, speak and vote in person or by proxy, at general meetings having, on a show of
hands, one vote, and, on a poll, a vote for each Ordinary Share held;

— to appoint a proxy to attend, speak and/or vote at general meetings;

— toreceive, 21 days at least before the Annual General Meeting, a copy of the Annual Report and Financial
Statements; and

— in a winding-up of the Company, and subject to payments of amounts due to creditors and to any holders of
shares ranking in priority to the Ordinary Shares, repayment of the capital paid up on the Ordinary Shares and a
proportionate part of any surplus of the Company.

When served with notice from the Directors, shareholders are required to inform the Company in writing, not more than

14 days thereafter, of the capacity in which the shareholder holds any Ordinary Shares and if the entire beneficial interest is
not held, to furnish, so far as the shareholder is aware, the name and address of any person having any beneficial interest in
the Ordinary Shares. Where there is a failure to furnish the information required the Directors are entitled to resolve that the
shareholder shall not be entitled to attend general meetings nor to exercise voting rights attached to such Ordinary Shares
and, if the shareholder holds 0.25 per cent or more of the issued Ordinary Shares, the Directors are entitled to withhold any
dividends payable on such Ordinary Shares and no transfer of such shares can take place except through a Stock Exchange
to a bona fide unconnected third party. Such sanctions will cease after not more than seven days from the earlier of receipt
by the Company of notice that the member has sold the Ordinary Shares to an unconnected third party or satisfactory
compliance with the notice served as provided for above.

There are no limitations in Irish law on the holding of the Ordinary Shares and transfers of Ordinary Shares require no
approval save that the Directors may decline to register a transfer of Ordinary Shares on which the Company has a lien or,
in the case of a single transfer of Ordinary Shares in favour of more than four persons jointly, upon notice to the transferee
within two months after the lodgement of such transfer; Certificated Ordinary Shares are transferable upon production to
the Company's Registrars of the original share certificate and the usual form of stock transfer duly executed by the holder
of the Ordinary Shares; Uncertificated Ordinary Shares are transferable in accordance with the rules or conditions imposed
by the operator of the relevant system which enables title to be evidenced and transferred without a written instrument and
in accordance with the Companies Act, 1990 (Uncertificated Securities) Regulations, 1996; Rights attaching to Ordinary
Shares remain with the transferor until transferee’s name is entered on the Register of Members of the Company.

Where a person is appointed as proxy, the instrument of appointment must be received by the Company not less than

48 hours, (or such lesser time as the Directors may from time to time decide), before the meeting or adjourned meeting, or,
in the case of a poll, not less than 48 hours, (or such lesser time as the Directors may from time to time decide), before the
taking of the poll.

The Articles may be amended by special resolution of the shareholders.

Directors are appointed by the shareholders in general meeting. No person, other than a Director retiring at a general
meeting is eligible for appointment without a recommendation by the Directors unless, not less than 7 nor more than 21 days
before the date of the general meeting, written notice by a shareholder, duly qualified to be present and vote at the meeting,
of the intention to propose the person for election and notice in writing signed by the person of his willingness to act, shall
have been given to the Company. The Directors may fill a casual vacancy and any Director so appointed holds office only to
the next Annual General Meeting following his appointment, when the Director concerned shall retire, but shall be eligible for
re-appointment at that meeting. One third of the Directors for the time being are obliged to retire from office at each Annual
General Meeting on the basis of the Directors who have been longest in office since their last appointment.

The Board of Directors is responsible for the management of the business of the Company and may exercise all the power of
the Company subject to the provisions of the Company’s Memorandum and Articles of Association. The powers relating to
the issuing, buying back and reissuing of Ordinary Shares are included in the Articles of Association. A copy of the Articles
is available on request from the Company Secretary.
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