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Likely price of Prime shares if the Proposed Transaction is not implemented 
217 If the Proposed Transaction is not implemented we expect that, at least in the short term, 

Prime shares will trade at a significant discount to the Proposed Distribution, as evidenced by 
the listed market prices of Prime shares prior to the announcement of the Proposed 
Transaction.   

218 If the Proposed Transaction is not implemented those Prime shareholders who wish to sell 
their Prime shares are therefore likely, at least in the short term, to realise a significantly 
lower price for their shares than will effectively be realised under the Proposed Transaction.  

Likelihood of a superior proposal 
219 Given the longstanding affiliation and programming arrangements between Prime and SWM, 

SWM’s existing 14.9% shareholding in Prime and the implied value of the consideration per 
Prime share (relative to the listed market price of Prime shares prior to the announcement of 
the Proposed Transaction), we consider it highly unlikely that a superior proposal for either 
the Sale Assets or Prime will emerge.  

220 Further, we note that both WA Chess Investments Pty Ltd and Birketu Pty Limited55 (entities 
which may have had an interest in acquiring control of Prime in the past) have confirmed to 
Prime that they intend to vote in favour of the Proposed Transaction. 

Summary of advantages and disadvantages 
221 We summarise below the likely advantages and disadvantages for Prime shareholders if the 

Proposed Transaction proceeds. 

Advantages 
222 The Proposed Transaction has the following benefits for Prime shareholders: 

(a) the consideration is greater than our assessed value range for the Sale Assets.  Thus, in 
our view:
(i) Prime shareholders are being paid an appropriate price to compensate them for the 

fact that control of the Sale Assets will pass to Seven if the Proposed Transaction 
is approved

(ii) Prime shareholders are being paid a share of the value of the synergies which 
SWM is likely to realise from the acquisition of the Sale Assets

(b) the consideration implies a significant premium to the value of Prime implied by recent 
trading in Prime shares prior to the announcement of the Proposed Transaction

(c) the Proposed Distribution may give rise to additional consideration to those Australian 
resident shareholders able to benefit from the related franking credits attaching to the 
Proposed Dividend56

(d) if the Proposed Transaction does not proceed, and in the absence of an alternative offer 
or proposal, the price of Prime shares is likely to trade at a significant discount to the 
Proposed Distribution. 

55  Associated with Mr Bruce Gordon. 
56  As reflected by share market trading in Prime shares subsequent to the announcement of the Proposed Transaction. 
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Disadvantages 
223 Prime shareholders should note that if the Proposed Transaction is implemented they will no 

longer hold an interest in the Prime business.  However, as our assessed value of the Sale 
Assets is materially less than the consideration, in our opinion, the present value of Prime’s 
future potential (in the absence of the Proposed Transaction) is reflected in the consideration.  

Conclusion 
224 Given the above analysis, we consider that the advantages of the Proposed Transaction 

significantly outweigh the disadvantages.  Consequently, in our view, the Proposed 
Transaction is fair and reasonable and in the best interests of Prime shareholders in the 
absence of a superior proposal. 
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Financial Services Guide 

Lonergan Edwards & Associates Limited 
1 Lonergan Edwards & Associates Limited (ABN 53 095 445 560) (LEA) is a specialist 

valuation firm which provides valuation advice, valuation reports and independent expert’s 
reports (IER) in relation to takeovers and mergers, commercial litigation, tax and stamp duty 
matters, assessments of economic loss, commercial and regulatory disputes. 

2 LEA holds Australian Financial Services Licence No. 246532. 

Financial Services Guide 
3 The Corporations Act 2001 authorises LEA to provide this Financial Services Guide (FSG) in 

connection with its preparation of an IER to accompany the Explanatory Memorandum to be 
sent to Prime shareholders in connection with the Proposed Transaction. 

4 This FSG is designed to assist retail clients in their use of any general financial product advice 
contained in the IER.  This FSG contains information about LEA generally, the financial 
services we are licensed to provide, the remuneration we may receive in connection with the 
preparation of the IER, and if complaints against us ever arise how they will be dealt with. 

Financial services we are licensed to provide 
5 Our Australian financial services licence allows us to provide a broad range of services to 

retail and wholesale clients, including providing financial product advice in relation to various 
financial products such as securities, derivatives, interests in managed investment schemes, 
superannuation products, debentures, stocks and bonds. 

General financial product advice 
6 The IER contains only general financial product advice.  It was prepared without taking into 

account your personal objectives, financial situation or needs. 

7 You should consider your own objectives, financial situation and needs when assessing the 
suitability of the IER to your situation.  You may wish to obtain personal financial product 
advice from the holder of an Australian Financial Services Licence to assist you in this 
assessment. 

Fees, commissions and other benefits we may receive 
8 LEA charges fees to produce reports, including this IER.  These fees are negotiated and 

agreed with the entity who engages LEA to provide a report.  Fees are charged on an hourly 
basis or as a fixed amount depending on the terms of the agreement with the person who 
engages us.  In the preparation of this IER, LEA is entitled to receive a fee estimated at 
$150,000 plus GST.   

9 Neither LEA nor its directors and officers receives any commissions or other benefits, except 
for the fees for services referred to above. 
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10 All of our employees receive a salary.  Our employees are eligible for bonuses based on 
overall performance and the firm’s profitability, and do not receive any commissions or other 
benefits arising directly from services provided to our clients.  The remuneration paid to our 
directors reflects their individual contribution to the company and covers all aspects of 
performance.  Our directors do not receive any commissions or other benefits arising directly 
from services provided to our clients. 

11 We do not pay commissions or provide other benefits to other parties for referring prospective 
clients to us. 

Complaints 
12 If you have a complaint, please raise it with us first, using the contact details listed below.  

We will endeavour to satisfactorily resolve your complaint in a timely manner.  

13 If we are not able to resolve your complaint to your satisfaction within 45 days of your 
written notification, you are entitled to have your matter referred to the Australian Financial 
Complaints Authority (AFCA), an external complaints resolution service.  You will not be 
charged for using the AFCA service. 

Contact details 
14 LEA can be contacted by sending a letter to the following address: 

Level 7 
64 Castlereagh Street 
Sydney  NSW  2000 
(or GPO Box 1640, Sydney  NSW  2001) 
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Qualifications, declarations and consents 

Qualifications 
1 LEA is a licensed investment adviser under the Corporations Act.  LEA’s authorised 

representatives have extensive experience in the field of corporate finance, particularly in 
relation to the valuation of shares and businesses and have prepared hundreds of IERs. 

2 This report was prepared by Mr Craig Edwards and Mr Martin Holt, who are each authorised 
representatives of LEA.  Mr Edwards and Mr Holt have over 27 years and over 35 years 
experience respectively in the provision of valuation advice (and related advisory services).  

Declarations 
3 This report has been prepared at the request of the Directors of Prime to accompany the 

Explanatory Memorandum to be sent to Prime shareholders.  It is not intended that this report 
should serve any purpose other than as an expression of our opinion as to whether or not the 
Proposed Transaction is fair and reasonable and in the best interests of Prime shareholders. 

Interests 
4 At the date of this report, neither LEA, Mr Edwards nor Mr Holt have any interest in the 

outcome of the Proposed Transaction.  With the exception of the fee shown in Appendix A, 
LEA will not receive any other benefits, either directly or indirectly, for or in connection with 
the preparation of this report. 

5 We have considered the matters described in ASIC RG 112 – Independence of experts, and 
consider that there are no circumstances that, in our view, would constitute a conflict of 
interest or would impair our ability to provide objective independent assistance in this 
engagement. 

Indemnification 
6 As a condition of LEA’s agreement to prepare this report, Prime agrees to indemnify LEA in 

relation to any claim arising from or in connection with its reliance on information or 
documentation provided by or on behalf of Prime which is false or misleading or omits 
material particulars or arising from any failure to supply relevant documents or information. 

Consents 
7 LEA consents to the inclusion of this report in the form and context in which it is included in 

the Explanatory Memorandum. 
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Glossary 
 

  
Abbreviation Definition  
AASB 16 Australian Accounting Standard AASB 16 – Leases 
ABC Australian Broadcasting Corporation 
ACCC Australian Competition and Consumer Commission 
ACM Australian Community Media 
ACT Australian Capital Territory 
ASIC Australian Securities & Investments Commission 
Asset Sale The proposed acquisition by Seven of all of the issued share capital in Prime 

Television (Holdings) Pty Ltd and Seven Affiliate Sales Pty Ltd as well as 
certain assets (net of associated liabilities) used in the Prime business for cash 
consideration of $131.88 million less the Completion Cash Balance as defined 
in the SSA 

ASX Australian Securities Exchange 
ATO Australian Taxation Office 
Brand Developers Brand Developers Australia Pty Ltd 
BVOD Broadcast video on demand 
CAGR Compound annual growth rate 
Capital Reduction The capital reduction component of the Proposed Distribution 
CGB Commonwealth Government bonds 
Competing Proposal As defined in the SSA 
Completion Cash Balance As defined in the SSA 
Corporations Act Corporations Act 2001 (Cth) 
CTV Connected television 
CY Calendar year 
DCF Discounted cash flow 
EBIT Earnings before interest and tax 
EBITDA Earnings before interest, tax, depreciation and amortisation 
EGM Extraordinary general meeting 
Exclusivity Period As defined in the SSA 
Fairfax Fairfax Media Limited 
FTA Free-to-air 
FY Financial year 
Government Agency As defined in the SSA 
GWN Golden West Network 
IER Independent expert’s report 
LEA Lonergan Edwards & Associates Limited 
Local News bulletins PRIME7 local news bulletins produced by Prime 
MRP Market risk premium 
Nine Entertainment Nine Entertainment Co. Holdings Limited 
NNSW Northern NSW 
NPV Net present value 
NSW New South Wales 
Pacific Magazines SWM’s former magazine publishing business 
PING Public Interest News Gathering Program 
Prime / the Company Prime Media Group Limited 
Proposed Distribution Distribution by Prime of all available cash to shareholders post completion of 

the Proposed Transaction, comprising a capital reduction component of $0.10 
per share and the Proposed Dividend of $0.26 per share 

Proposed Dividend Fully franked dividend of $0.26 per Prime share 
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Abbreviation Definition  
Proposed Transaction The Asset Sale and Proposed Distribution 
PSA Program supply agreement 
Regal Regal Funds Management Asia Pte Limited 
RG 111 Regulatory Guide 111 – Content of expert reports 
Sale Assets All of the issued share capital in Prime Television (Holdings) Pty Ltd and 

Seven Affiliate Sales Pty Ltd as well as certain assets (net of associated 
liabilities) used in the Prime business (including cash held by Prime in its 
operating businesses) 

SBS Special Broadcasting Service Corporation 
Seven Seven Network (Operations) Limited 
SSA Share Sale Agreement 
SVOD Subscription video on demand 
SWM Seven West Media Limited 
SXL Southern Cross Media Group Limited 
US United States of America 
VWAP Volume weighted average price 
WA Western Australia 
WANOS Weighted average number of shares outstanding 
WIN WIN Corporation Pty Ltd 
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