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APRIL 7, 2016
MANAGEMENT’S DISCUSSION AND ANALYSIS
This management’s discussion and analysis of financial condition and results of operations of Postmedia
Network Canada Corp. and its subsidiary Postmedia Network Inc. (collectively, “we”, “our”, “us”, or
“Postmedia”) should be read in conjunction with the interim condensed consolidated financial statements
and related notes of Postmedia for the three and six months ended February 29, 2016 and February 28,
2015 and the annual audited consolidated financial statements and related notes for the years ended
August 31, 2015, 2014 and 2013. The interim condensed consolidated financial statements of Postmedia
for the three and six months ended February 29, 2016 and February 28, 2015 and the annual audited
consolidated financial statements for the years ended August 31, 2015, 2014 and 2013 are available on
SEDAR at www.sedar.com and on the EDGAR system maintained by the U.S. Securities and Exchange
Commission at www.sec.gov.
This discussion contains statements that are not historical facts and are forward-looking statements. These
statements are subject to a number of risks described in the section entitled “Risk Factors” contained in our
annual management’s discussion and analysis for the years ended August 31, 2015, 2014 and 2013. Risks
and uncertainties may cause actual results to differ materially from those contained in such forward-looking
statements. Such statements reflect management’s current views and are based on certain assumptions.
They are only estimates of future developments, and actual developments may differ materially from these
statements due to a number of factors. Investors are cautioned not to place undue reliance on such
forward-looking statements. No forward-looking statement is a guarantee of future results. We have tried,
where possible, to identify such statements by using words such as “believe”, “expect”, “estimate”,
“anticipate”, “will”, “could” and similar expressions in connection with any discussion of future operating or
financial performance. Except as required by law, we undertake no obligation to publicly update or revise
any forward-looking statements or information, whether written or oral, that may be as a result of new
information, future events or otherwise.
All amounts are expressed in Canadian dollars unless otherwise noted. The interim condensed
consolidated financial statements of Postmedia for the three and six months ended February 29, 2016 and
February 28, 2015 have been prepared in accordance with International Financial Reporting Standards
(“IFRS”) as issued by the International Accounting Standards Board applicable to the preparation of interim
financial statements, including International Accounting Standard (“IAS”) 34 – Interim Financial Reporting.
This management’s discussion and analysis is dated April 7, 2016 and does not reflect changes or
information subsequent to this date. Additional information in respect of Postmedia is available on SEDAR
at www.sedar.com and EDGAR at www.sec.gov.
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Operating Income before Depreciation, Amortization, Impairment and Restructuring
We use as an additional IFRS measure, operating income before depreciation, amortization, impairment
and restructuring, as presented in the interim condensed consolidated statement of operations for the three
and six months ended February 29, 2016 and February 28, 2015, to assist in assessing our financial
performance. Management and the Board of Directors of Postmedia use this measure to evaluate
consolidated operating results and to assess Postmedia’s ability to incur and service debt. In addition, this
measure is used to make operating decisions as it is an indicator of how much cash is being generated by
Postmedia and assists in determining the need for additional cost reductions, evaluation of personnel and
resource allocation decisions. Operating income before depreciation, amortization, impairment and
restructuring is referred to as an additional IFRS measure and may not be comparable to similarly titled
measures presented by other companies.
Overview and Background
Our business consists of news and information gathering and dissemination operations, with products
offered in local, regional and major metropolitan markets in Canada through a variety of print, web, tablet
and smartphone platforms. The combination of these distribution platforms provides audiences with a
variety of media through which to access and interact with our content. The breadth of our reach and the
diversity of our content enable advertisers to reach their target audiences on a local, regional or national
scale through the convenience of a single provider. We are the largest publisher by circulation of daily
newspapers in Canada, according to Newspapers Canada’s 2014 Circulation Data Report. Postmedia has
the highest weekly print readership of daily newspapers in Canada, based on Vividata Fall 2015 survey
data.
For financial reporting purposes we have one operating segment, the Newsmedia segment, which
publishes daily and non-daily newspapers and operates digital media and online assets including the
canada.com and canoe.com websites, each newspaper’s online website and Infomart, our media
monitoring service.
Recent Developments
We are exploring and reviewing alternatives to improve our operations, capital structure and liquidity. The
review is being conducted by management and overseen by an independent special board committee. The
review will consider various options, including non-core asset sales, cost reductions, revenue
enhancements and initiatives, refinancing or repayment of long-term debt and the issuance of new debt or
equity. There is no certainty that any transaction or alternative will be undertaken or pursued. In addition,
see “Liquidity and capital resources”.
During the three months ended February 29, 2016, as a result of continued economic and structural
factors, including the uncertainty of the print advertising market and the rapidly evolving digital advertising
market, we performed an interim impairment test. Based on the interim impairment test as at February 29,
2016, we concluded that certain of our cash-generating unit’s recoverable amounts were less than their
carrying value. As a result we recorded an impairment charge in the three and six months ended February
29, 2016 of $187.0 million. See note 5 of the interim condensed consolidated financial statements for the
three and six months ended February 29, 2016 and February 28, 2015 for more information on the interim
impairment test.
In July 2015, we announced a plan to undertake cost reduction initiatives targeted to deliver an estimated
$50 million in annualized operating cost savings by the end of the fiscal 2017 (“Transformation Program”).
In January 2016, the operating cost savings target was updated to $80 million. These cost reductions are
expected to come from a combination of acquisition synergies and further reorganization of our operations.
During the three months ended February 29, 2016 we implemented initiatives which are expected to result
in an additional $23 million of net annualized cost savings under the Transformation Program. In total, we
implemented net annualized cost savings of approximately $55 million, since the Transformation Program
was announced in July 2015.
3

On February 29, 2016, we acquired the assets of Start23 Inc. for cash consideration of $1.0 million. The
purchase includes the Ampifii software, which allows marketers to spread their content and message
across a variety of networks and accordingly, the purchase price was allocated to intangible assets on the
consolidated statement of financial position.
In February 2016, we filed our final claim under the Ontario Interactive Digital Media Tax Credit program for
the period from September 1, 2012 to April 23, 2015 in the amount of $20.7 million. We will record the tax
credit receivable and related recovery of expenses when there is reasonable assurance we have complied
with the conditions of the program. On April 23, 2015, the Ontario Minister of Finance announced changes
to the eligibility rules for the program that will make us ineligible in the future.
In January 2016, we entered into a marketing collaboration agreement (“Marketing Agreement”) with Mogo
Finance Technology Inc. (“Mogo”). The Marketing Agreement provides us with revenue sharing and equity
participation through warrants in Mogo in exchange for media promotional commitments over the next three
years. As part of the Marketing Agreement, we paid $1.2 million for 1,196,120 five year warrants that
entitled us to purchase common shares of Mogo at an exercise price of $2.96. Fifty percent of the warrants
vest in equal instalments over three years and the remaining warrants vest in three equal instalments
based on Mogo achieving certain quarterly revenue targets. In addition, Mogo paid a set-up fee of $1.2
million which will be recognized as revenue over the term of the agreement.
On October 16, 2014 we entered into a new senior secured asset-based revolving credit facility (the “ABL
Facility”) for an aggregate amount of up to $20.0 million. The ABL Facility matured on October 16, 2015
and was not replaced.
Recent Events Impacting the Interim Condensed Consolidated Financial Statements
On October 6, 2014, we entered into a purchase agreement with Quebecor Media Inc. (“QMI”) to purchase
all of the outstanding shares of 7717415 Canada Inc. (previously known as Quebecor Media Printing Inc.)
(“QMPI”). As at the acquisition date of April 13, 2015, QMPI owned Sun Media Corporation’s stable of more
than 170 English-language newspapers and specialty publications as well as digital properties. The
purchase price consisted of cash consideration of $305.5 million, less a final closing working capital
adjustment of $1.2 million (the “Sun Acquisition”). Upon acquisition, QMPI and its subsidiary amalgamated
to form a new corporation which subsequently amalgamated with Postmedia Network. We financed the
purchase price and transaction costs associated with the Sun Acquisition through the issuance of 8.25%
Senior Secured Notes due 2017 (“First-Lien Notes”), the issuance of Class NC variable voting shares of
Postmedia (“Variable Voting Shares”) pursuant to a rights offering of subscription receipts (the “Rights
Offering”), net proceeds related to the sale of the Montreal Gazette production facility and corporate cash
all as described below.
The debt financing for the Sun Acquisition was provided through the issuance of additional First-Lien Notes
for proceeds of $140.0 million to an existing noteholder, Canso Investment Counsel Ltd. (“Canso”), acting
on behalf of certain accounts that it manages. On October 31, 2014, pursuant to a subscription agreement
with Canso, we issued subscription receipts (“Notes Subscription Receipts”) which were automatically
exchanged for the additional First-Lien Notes on April 13, 2015. The Notes Subscription Receipts bore
interest at the same rate as the First-Lien Notes with interest commencing as of November 1, 2014.
The equity financing for the Sun Acquisition was provided pursuant to the Rights Offering for proceeds of
$173.5 million. Under the terms of the Rights Offering, shareholders of Postmedia as of February 17, 2015
received one right for each share held to subscribe for 5.9929 subscription receipts (“Equity Subscription
Receipts”). On March 18, 2015, the Rights Offering closed, with a total of 240,972,226 Equity Subscription
Receipts issued at a subscription price of $0.72, which represented a significant discount to the market
price of the Variable Voting Shares at the time. On April 13, 2015, each Equity Subscription Receipt was
automatically exchanged for one Variable Voting Share without additional consideration.
The remaining financing for the Sun Acquisition was provided through the net proceeds related to the sale
of the Montreal Gazette production facility and corporate cash.
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In October 2014, we received certification from the Ontario Digital Media Corporation that digital media tax
credits totaling a cash claim of $17.3 million for the years ended August 31, 2011 and 2012 were eligible to
be claimed. We refiled the tax return for the year ended August 31, 2012 to reflect the digital media tax
credits and during the year ended August 31, 2015 received $17.8 million (including accrued interest of
$0.5 million), related to this claim. The claim primarily related to the recovery of previously recognized
compensation expenses, and as a result we recorded an initial recovery of compensation expense of $13.8
million in the six months ended February 28, 2015 due to the estimation uncertainty associated with the
claim process.
Key Factors Affecting Operating Results
Revenue is earned primarily from advertising, circulation and digital sources. Print advertising revenue is a
function of the volume, or linage, of advertising sold and rates charged. Print circulation revenue is derived
from home-delivery subscriptions for newspapers, including All Access Subscriptions (across the four
platforms of print, web, tablet and smartphone), single copy sales at retail outlets and vending machines
and is a function of the number of newspapers sold and the price per copy. Digital revenue consists of
revenue from national and local display advertising as well as digital classified advertising on our
newspaper and other websites, including canada.com, canoe.com, revenue from e-Papers and Digital
Access subscriptions, as well as subscription revenue generated through Infomart, our media monitoring
service.
Print advertising revenue was $111.5 million and $253.7 million for the three and six months ended
February 29, 2016, representing 53.1% and 55.0%, of total revenue for such periods, respectively. Our
major advertising categories consist of local, national, and inserts. These categories composed 51.5%,
26.0% and 21.0%, respectively, of total print advertising for the three months ended February 29, 2016,
and 51.6%, 26.0% and 20.7%, respectively, of total print advertising for the six months ended February 29,
2016.
Print advertising is influenced by both the overall strength of the economy and significant structural
changes in the newspaper industry and media in general. The continuing shift in advertising dollars from
print advertising to advertising in other formats, particularly online and other digital platforms including
search and social media websites, combined with periods of economic uncertainty have resulted in
significant declines in print advertising. We anticipate the print advertising market to remain challenging and
expect current trends to continue throughout the remainder of fiscal 2016. During the three and six months
ended February 29, 2016, we experienced print advertising revenue increases of $36.0 million and $85.0
million, respectively, as compared to the same periods in the prior year, due to the Sun Acquisition.
Excluding the impact of the Sun Acquisition, print advertising revenue would have decreased $13.8 million
and $30.3 million, or 18.3% and 17.9%, respectively, for the three and six months ended February 29,
2016. These decreases in print advertising revenue in the three and six months ended February 29, 2016
relates to weakness across all our major advertising categories including local, national and insert
advertising.
Print circulation revenue was $63.8 million and $131.7 million for the three and six months ended February
29, 2016, representing 30.3% and 28.5% of total revenue for such periods, respectively. Circulation
revenues increased $18.2 million and $38.7 million in the three and six months ended February 29, 2016,
as compared to the same periods in the prior year as a result of the Sun Acquisition. Excluding the impact
of the Sun Acquisition, print circulation revenue would have decreased $3.7 million and $6.8 million, or
8.0% and 7.3%, respectively, for the three and six months ended February 29, 2016. This decrease is the
result of declines in circulation volumes that have been experienced over the last few years and this trend
continued in the three and six months ended February 29, 2016. We expect these print circulation revenue
trends to continue throughout the remainder of fiscal 2016.
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Digital revenue was $25.5 million and $55.6 million for the three and six months ended February 29, 2016,
respectively, representing 12.1% of total revenue for both periods. Digital revenues increased $4.9 million
and $10.8 million in the three and six months ended February 29, 2016, respectively, as compared to the
same periods in the prior year as a result of the Sun Acquisition. Excluding the impact of the Sun
Acquisition, digital revenues decreased $0.9 million and $2.6 million, respectively, in the three and six
months ended February 29, 2016, as compared to the same periods in the prior year, as a result of
decreases in local digital advertising revenue and digital classified revenue, partially offset by increases in
other digital revenue. We continue to believe digital revenue represents a future growth opportunity for
Postmedia and as a result we are focused on various new products and initiatives in this area.
Our principal expenses consist of compensation, newsprint, distribution and production. These represented
45.9%, 5.7%, 20.4% and 8.5%, respectively, of total operating expenses excluding depreciation,
amortization, impairment and restructuring for the three months ended February 29, 2016 and 45.6%,
6.2%, 20.3% and 8.5%, respectively, of total operating expenses excluding depreciation, amortization,
impairment and restructuring for the six months ended February 29, 2016. We experienced increases in
compensation, newsprint, distribution and production expenses of $23.6 million, $5.3 million, $17.6 million
and $5.4 million, respectively, in the three months ended February 29, 2016 as compared to the same
period in the prior year. We experienced increases in compensation, newsprint, distribution and production
expenses of $64.1 million, $11.9 million, $35.4 million and $12.0 million, respectively, in the three months
ended February 29, 2016 as compared to the same period in the prior year. The increases in
compensation, newsprint, distribution and production expenses for the three and six months ended
February 29, 2016 are primarily as a result of the Sun Acquisition. In addition, compensation expense is
higher in the six months ended February 29, 2016 when compared to the same period in the prior year as a
result of the recognition of the $13.8 million related to the Ontario Interactive Digital Media Tax Credit in the
six months ended February 28, 2015 as described earlier in “Recent Developments”.
As of August 31, 2015, we completed our three year business transformation program announced in July
2012 targeting total operating cost reductions of 15% to 20%. In total, we implemented net annualized cost
savings of approximately $136 million, or 20% of operating costs under the program. The net annualized
cost savings primarily related to decreases in compensation expenses partially offset by increases in
production expenses as a result of outsourced newspaper production. As a result of the Sun Acquisition
and the continuing trends in advertising revenue, we will continue to pursue additional cost reduction
initiatives in the future and as described earlier in “Recent Developments”, we are implementing a
Transformation Program that is targeting a total of $80 million in net annualized cost savings to be
completed by the end of fiscal 2017. These cost reductions are expected to come from a combination of
acquisition synergies and further reorganization of our operations. During the three months ended February
29, 2016, we implemented initiatives which are expected to result in an additional $23 million of net
annualized cost savings under the Transformation Program. In total, we implemented net annualized cost
savings of approximately $55 million since the Transformation Program was announced in July 2015.
Our operating results are affected by variations in the cost and availability of newsprint. Newsprint is the
principal raw material used in the production of our newspapers and other print publications. It is a
commodity that is generally subject to price volatility. We take advantage of the purchasing power that
comes with the large volume of newsprint we purchase, as well as our proximity to paper mills across
Canada, to minimize our total newsprint expense. Changes in newsprint prices can significantly affect our
operating results. A $50 per tonne increase or decrease in the price of newsprint would be expected to
affect our newsprint expense by approximately $4.2 million on an annualized basis. We experienced a
slight increase in newsprint prices in the early part of calendar 2016, but do not expect any further
increases throughout the remainder of fiscal 2016.
Our distribution is primarily outsourced to third party suppliers. The key drivers of our distribution expenses
are fuel costs and circulation and insert volumes. Our distribution expenses have increased during the
three and six months ended February 29, 2016 as compared to the same period in the prior year primarily
related to the Sun Acquisition, partially offset by cost savings as result of a reduction in newspaper
circulation volumes and cost reduction initiatives.
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Our production costs include the costs related to outsourced production of our newspapers as well as ink
and other production supplies. Our production expenses have increased during the three and six months
ended February 29, 2016 as a result of the Sun Acquisition, as well as outsourced newspaper production of
the Vancouver newspapers, which includes The Vancouver Sun and The Province, in February 2015. We
expect production costs to increase in the third quarter of fiscal 2016 as a result of the Sun Acquisition.
Other Factors
Seasonality
Revenue has experienced, and is expected to continue to experience, seasonality due to seasonal
advertising patterns and seasonal influences on media consumption habits. Typically, our advertising
revenue is highest in the first and third fiscal quarters, while expenses are relatively constant throughout
the fiscal year.
Critical accounting estimates
The preparation of financial statements in accordance with IFRS requires management to make estimates,
assumptions and judgements that affect the reported amounts of assets and liabilities, related amounts of
revenues and expenses, and disclosure of contingent assets and liabilities. Although these estimates,
assumptions and judgements are based upon management’s knowledge of the amount, event or actions;
actual results could differ from those estimates, assumptions and judgements. The critical accounting
estimates used in our interim condensed consolidated financial statements for the three and six months
ended February 29, 2016 and February 28, 2015 are not materially different from those disclosed in our
annual management’s discussion and analysis and annual audited consolidated financial statements for
the years ended August 31, 2015, 2014 and 2013, except for the estimates relating to the calculation of
impairment, which includes the determination of fair value less costs of disposal for our cash-generating
units as described in note 5 in the interim condensed consolidated financial statements for the three and six
months ended February 29, 2016 and February 28, 2015.

7

Operating Results
Postmedia’s operating results for the three months ended February 29, 2016 as compared to the
three months ended February 28, 2015

2016
2015
Revenues
Print advertising…………………………………………………………………………………………………
111,540
75,511
Print circulation…………………………………………………………………………………………………63,758
45,512
Digital…………………………………………………………………………………………………………… 25,452
20,534
Other……………………………………………………………………………………………………………. 8,334
3,888
Total revenues
209,084
145,445
Expenses
Compensation ………………………………………………………………………………………………… 90,067
66,510
Newsprint………………………………………………………………………………………………………. 11,268
6,001
Distribution……………………………………………………………………………………………………….40,066
22,436
Production……………………………………………………………………………………………………….16,627
11,208
Other operating…………………………………………………………………………………………………38,371
26,447
Operating income before depreciation, amortization, impairment and restructuring
12,685
12,843
Depreciation……………………………………………………………………………………………………… 5,492
9,515
Amortization……………………………………………………………………………………………………... 5,509
9,528
Impairment…………………………………..……………………………….………………………
187,000
Restructuring and other items………………………………………………………………………..
11,089
4,692
Operating loss
(196,405)
(10,892)
Interest expense………………………………………………………………………………………………… 19,053
17,878
Net financing expense relating to employee benefit plans……………………………….………………... 1,450
1,353
(Gain) loss on disposal of property and equipment……………………………..………………………………………………………
449
(7)
(Gain) loss on derivative financial instruments……….……………………………………………………………….
3,083
(873)
Foreign currency exchange losses …………..……………………………………………………………………
4,689
28,975
Loss before income taxes
(225,129)
(58,218)
Provision for income taxes……………………………………………………………………………………..
Net loss attributable to equity holders of the Company
(225,129)
(58,218)

Revenue
Print advertising
Print advertising revenue increased $36.0 million to $111.5 million for the three months ended February 29,
2016 as compared to the same period in prior year. Excluding the impact of the Sun Acquisition, print
advertising revenue decreased $13.8 million, or 18.3%, and declines were experienced across all of our
major categories including decreases from local advertising of 15.4%, national advertising of 25.6%, and
insert advertising of 8.1%. The decreases were due to declines in both volume and rate with the total print
advertising linage and average line rate decreasing 16.0% and 5.2%, respectively, during the three months
ended February 29, 2016, as compared to the same period in the prior year.
Print circulation
Print circulation revenue increased $18.2 million to $63.8 million for the three months ended February 29,
2016 as compared to the same period in the prior year. Excluding the impact of the Sun Acquisition, print
circulation revenue decreased $3.7 million, or 8.0%, as a result of paid circulation volume decreasing 5.4%.
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Digital
Digital revenue increased $4.9 million to $25.5 million for the three months ended February 29, 2016, as
compared to the same period in the prior year. Excluding the impact of the Sun Acquisition, digital revenue
decreased $0.9 million as a result of decreases in local digital advertising revenue of $2.2 million and digital
classified revenue of $0.5 million, partially offset by an increase in other digital revenue of $2.1 million.
Other
Other revenue increased by $4.4 million to $8.3 million for the three months ended February 29, 2016, as
compared to the same period in the prior year, as a result of the Sun Acquisition. Excluding the impact of
the Sun Acquisition, other revenue decreased $0.7 million, or 18.9%, to $3.2 million for the three months
ended February 29, 2016, as compared to the same period in the prior year.
Expenses
Compensation
Compensation expenses increased $23.6 million to $90.1 million for the three months ended February 29,
2016, as compared to the same period in the prior year. The increase in compensation expenses is
primarily related to the Sun Acquisition partially offset by declines in salary and benefits expense due to the
cost reduction initiatives and decreases in share-based compensation and other long-term incentive plan
expense of $0.3 million and employee benefit plan expense of $0.3 million.
Newsprint
Newsprint expenses increased $5.3 million to $11.3 million for the three months ended February 29, 2016
as compared to the same period in the prior year primarily as a result of the Sun Acquisition. Excluding the
impact of the Sun Acquisition, newsprint expenses decreased $1.3 million primarily as a result of
consumption decreases of 18.4% due to lower newspaper circulation volumes as well as continued usage
reduction efforts. Newsprint expenses include newsprint purchased for production at both our owned and
outsourced production facilities.
Distribution
Distribution expenses increased $17.6 million to $40.1 million for the three months ended February 29,
2016, as compared to the same period in the prior year. The increase in distribution expenses is primarily
related to the Sun Acquisition partially offset by cost savings as a result of the reduction in newspaper
circulation volumes and cost reduction initiatives.
Production
Production expenses increased $5.4 million to $16.6 million for the three months ended February 29, 2016,
as compared to the same period in the prior year. The increase in production expenses is primarily related
to the Sun Acquisition and the outsourcing of the Vancouver newspapers in February 2015 partially offset
by the reduction in newspaper circulation volumes and ongoing cost reduction initiatives.
Other operating
Other operating expenses increased $11.9 million to $38.4 million for the three months ended February 29,
2016, as compared to the same period in the prior year. The increase in other operating expenses is
primarily related to the Sun Acquisition partially offset by the ongoing cost reduction initiatives.
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Operating income before depreciation, amortization, impairment and restructuring
Operating income before depreciation, amortization, impairment and restructuring decreased $0.2 million,
to $12.7 million for the three months ended February 29, 2016, as compared to the same period in the prior
year. The decrease in operating income before depreciation, amortization, impairment and restructuring
was as a result of increases in compensation, newsprint, distribution, production and other operating
expenses, partially offset by increases in revenue, all as discussed above.
Depreciation
Depreciation expense decreased $4.0 million to $5.5 million for the three months ended February 29, 2016
as compared to the same period in the prior year. The decrease relates primarily to reduced depreciation of
the production assets of the Vancouver newspapers as a result of the outsourced production of these
newspapers in February 2015, partially offset by additional depreciation expense related to the property
and equipment acquired as part of the Sun Acquisition.
Amortization
Amortization expense decreased $4.0 million to $5.5 million for the three months ended February 29, 2016
as compared to the same period in the prior year. The decrease relates primarily to finite life intangible
assets that were fully amortized in the year ended August 31, 2015, partially offset by the additional
amortization expense related to the finite life intangible assets acquired as part of the Sun Acquisition.
Impairment
During the three months ended February 29, 2016 we performed an interim impairment test due to
indicators of potential impairment and concluded our assets were impaired. As a result, we recorded an
impairment charge of $187.0 million which consisted of $67.6 million related to goodwill and $119.4 million
related to intangible assets. The impairment was as a result of the continued economic and structural
factors, including the uncertainty of the print advertising market and the rapidly evolving digital advertising
market. During the three months ended February 28, 2015, there were no impairments recorded.
Restructuring and other items
Restructuring and other items expense increased $6.4 million to $11.1 million for the three months ended
February 29, 2016 as compared to the same period in the prior year. Restructuring and other items
expense for the three months ended February 29, 2016 consists of severance costs of $11.1 million, which
include both involuntary and voluntary buyouts. Restructuring and other items expense for the three
months ended February 28, 2015 consisted of $2.2 million of severance costs, which included both
involuntary terminations and voluntary buyouts, and acquisition costs and integration costs related to the
Sun Acquisition of $1.1 million and $1.4 million, respectively.
Operating loss
Operating loss increased $185.5 million to $196.4 million for the three months ended February 29, 2016, as
compared to the same period in the prior year. The increase in operating loss is the result of an impairment
recorded in the three months ended February 29, 2016 and an increase in restructuring and other items
expense, partially offset by a decrease in depreciation expense and amortization expense, all as discussed
above.
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Interest expense
Interest expense increased $1.2 million, or 6.6%, to $19.1 million for the three months ended February 29,
2016, as compared to the same period in the prior year. Interest expense primarily relates to interest on our
long-term debt that is recognized using the effective interest rate method, which amortizes the initial debt
financing costs and includes both cash and non-cash interest. The increase in interest expense relates to
an increase in cash interest of $1.1 million and non-cash interest expense of $0.1 million. The increase in
cash interest is as a result of an increase of $1.6 million related to the 12.5% Senior Secured Notes due
2018 (“Second-Lien Notes”) due to an increase in the US dollar currency translation, partially offset by a
decrease of $0.5 million on the First-Lien Notes as a result of contractual principal payments.
Net financing expense relating to employee benefit plans
Net financing expense relating to employee benefit plans increased $0.1 million, or 7.2%, to $1.5 million for
the three months ended February 2016, as compared to the same period in the prior year.
(Gain) loss on disposal of property and equipment
During the three months ended February 29, 2016, we disposed of property and equipment and realized a
loss of $0.4 million. During the three months ended February 28, 2015, we disposed of property and
equipment and realized a nominal gain.
(Gain) loss on derivative financial instruments
Loss on derivative financial instruments for the three months ended February 29, 2016 was $3.1 million as
compared to a gain of $0.9 million during the same period in the prior year. The loss in the three months
ended February 29, 2016 includes a loss of $1.4 million related to the change in fair value of our variable
prepayment option embedded derivatives on the First-Lien Notes and Second-Lien Notes and a gain of
$0.1 million related to the warrants, as discussed previously in “Recent Developments”. The gain in the
three months ended February 28, 2015 relates to the change in fair value of our variable prepayment
option embedded derivatives.
Foreign currency exchange losses
Foreign currency exchange losses for the three months ended February 29, 2016 were $4.7 million as
compared to $29.0 million during the same period in the prior year. Foreign currency exchange losses
consist primarily of unrealized losses related to changes in the carrying value of the Second-Lien Notes.
Loss before income taxes
Loss before income taxes was $225.1 million for the three months ended February 29, 2016, as compared
to $58.2 million for the same period in the prior year. The increase in loss before income taxes is the result
of an increase in operating loss, losses on disposal of property and equipment and derivative financial
instruments, increases in interest expense and financing expense related to employee benefit plans,
partially offset by a decrease in foreign currency exchange losses, all as discussed above.
Provision for income taxes
We have not recorded a current or deferred tax expense or recovery for the three months ended February
29, 2016 or February 28, 2015. Current taxes payable or recoverable result in a decrease or increase,
respectively, to our tax loss carryforward balances. The cumulative tax loss carryforward balances have not
been recognized as a net deferred tax asset on the consolidated statement of financial position.
Net loss attributable to equity holders of the Company
Net loss for the three months ended February 29, 2016 was $225.1 million as compared to $58.2 million for
the same period in the prior year, as a result of the factors described above in loss before income taxes.
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Operating Results
Postmedia’s operating results for the six months ended February 29, 2016 as compared to the six
months ended February 28, 2015

2016
2015
Revenues
Print advertising…………………………………………………………………………………………………
253,682
168,638
Print circulation…………………………………………………………………………………………………
131,668
92,946
Digital…………………………………………………………………………………………………………… 55,620
44,803
Other……………………………………………………………………………………………………………. 19,194
8,572
Total revenues
460,164
314,959
Expenses
Compensation …………………………………………………………………………………………………184,806
120,659
Newsprint………………………………………………………………………………………………………. 25,066
13,176
Distribution……………………………………………………………………………………………………….82,259
46,900
Production……………………………………………………………………………………………………….34,573
22,570
Other operating…………………………………………………………………………………………………78,267
53,189
Operating income before depreciation, amortization, impairment and restructuring
55,193
58,465
Depreciation………………………………………………………………………………………………………11,139
21,547
Amortization……………………………………………………………………………………………………... 11,165
19,063
Impairments…………………………………..……………………………….………………………
187,000
1,843
Restructuring and other items………………………………………………………………………...
22,884
8,916
Operating income (loss)
(176,995)
7,096
Interest expense………………………………………………………………………………………………… 37,773
33,189
Net financing expense relating to employee benefit plans……………………………….………………... 2,899
2,781
(Gain) loss on disposal of property and equipment and asset held-for-sale…………………………….……………………………..
388
(740)
(Gain) loss on derivative financial instruments………………………………………………………………. 1,239
(4,108)
Foreign currency exchange losses……………………………………………………………………
10,066
44,447
Loss before income taxes
(229,360)
(68,473)
Provision for income taxes……………………………………………………………………………………..
Net loss attributable to equity holders of the Company
(229,360)
(68,473)

Revenue
Print advertising
Print advertising revenue increased $85.0 million to $253.7 million for the six months ended February 29,
2016 as compared to the same period in prior year. Excluding the impact of the Sun Acquisition, print
advertising revenue decreased $30.3 million, or 17.9%, and declines were experienced across all of our
major categories including decreases from local advertising of 16.4%, national advertising of 24.4%, and
insert advertising of 7.6%. The decreases were due to declines in both volume and rate with the total print
advertising linage and average line rate decreasing 13.5% and 7.8%, respectively, during the six months
ended February 29, 2016, as compared to the same period in the prior year.
Print circulation
Print circulation revenue increased $38.7 million to $131.7 million for the six months ended February 29,
2016 as compared to the same period in the prior year. Excluding the impact of the Sun Acquisition, print
circulation revenue decreased $6.8 million, or 7.3%, as a result of paid circulation volume decreasing 6.4%.
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Digital
Digital revenue increased $10.8 million to $55.6 million for the six months ended February 29, 2016, as
compared to the same period in the prior year. Excluding the impact of the Sun Acquisition, digital revenue
decreased $2.6 million as a result of decreases in local digital advertising revenue of $4.0 million and digital
classified revenue of $1.1 million, partially offset by an increase in other digital revenue of $2.8 million.
Other
Other revenue increased by $10.6 million to $19.2 million for the six months ended February 29, 2016, as
compared to the same period in the prior year, as a result of the Sun Acquisition. Excluding the impact of
the Sun Acquisition, other revenue decreased $1.9 million, to $6.6 million for the six months ended
February 29, 2016, as compared to the same period in the prior year.
Expenses
Compensation
Compensation expenses increased $64.1 million to $184.8 million for the six months ended February 29,
2016, as compared to the same period in the prior year. The increase in compensation expenses is
primarily related to the Sun Acquisition and the recovery of $13.8 million relating to the recovery of the
Ontario Interactive Digital Media Tax Credit in the six months ended February 28, 2015 as described earlier
in “Recent Developments”, partially offset by declines in salary and benefits expense due to the cost
reduction initiatives and decreases in share-based compensation and other long-term incentive plan
expense of $0.6 million and employee benefit plan expense of $0.9 million.
Newsprint
Newsprint expenses increased $11.9 million to $25.1 million for the six months ended February 29, 2016
as compared to the same period in the prior year primarily as a result of the Sun Acquisition. Excluding the
impact of the Sun Acquisition, newsprint expenses decreased $2.6 million as a result of consumption
decreases of 16.5% due to lower newspaper circulation volumes as well as continued usage reduction
efforts, combined with a decrease in newsprint cost per tonne of 4.2%. Newsprint expenses include
newsprint purchased for production at both our owned and outsourced production facilities.
Distribution
Distribution expenses increased $35.4 million to $82.3 million for the six months ended February 29, 2016,
as compared to the same period in the prior year. The increase in distribution expenses is primarily related
to the Sun Acquisition partially offset by cost savings as a result of the reduction in newspaper circulation
volumes and cost reduction initiatives.
Production
Production expenses increased $12.0 million to $34.6 million for the six months ended February 29, 2016,
as compared to the same period in the prior year. The increase in production expenses is primarily related
to the Sun Acquisition and the outsourcing of the Vancouver newspapers in February 2015 partially offset
by the reduction in newspaper circulation volumes and ongoing cost reduction initiatives.
Other operating
Other operating expenses increased $25.1 million to $78.3 million for the six months ended February 29,
2016, as compared to the same period in the prior year. The increase in other operating expenses is
primarily related to the Sun Acquisition partially offset by the ongoing cost reduction initiatives.
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Operating income before depreciation, amortization, impairment and restructuring
Operating income before depreciation, amortization, impairment and restructuring decreased $3.3 million,
or 5.6%, to $55.2 million for the six months ended February 29, 2016, as compared to the same period in
the prior year. The decrease in operating income before depreciation, amortization, impairment and
restructuring was as a result of increases in compensation, newsprint, distribution, production and other
operating expenses revenue, partially offset by increases in revenue, all as discussed above.
Depreciation
Depreciation expense decreased $10.4 million to $11.1 million for the six months ended February 29, 2016
as compared to the same period in the prior year. The decrease relates primarily to reduced depreciation of
the production assets of the Vancouver newspapers as a result of the outsourced production of these
newspapers in February 2015, partially offset by additional depreciation expense related to the property
and equipment acquired as part of the Sun Acquisition.
Amortization
Amortization expense decreased $7.9 million to $11.2 million for the six months ended February 29, 2016
as compared to the same period in the prior year. The decrease relates primarily to finite life intangible
assets that were fully amortized in the year ended August 31, 2015, partially offset by the additional
amortization expense related to the finite life intangible assets acquired as part of the Sun Acquisition.
Impairments
During the six months ended February 29, 2016 we performed an interim impairment test due to indicators
of potential impairment and concluded our assets were impaired. As a result, we recorded an impairment
charge of $187.0 million which consisted of $67.6 million related to goodwill and $119.4 million related to
intangible assets. The impairment was as a result of the continued economic and structural factors,
including the uncertainty of the print advertising market and the rapidly evolving digital advertising market.
Due to the outsourcing of the production of the Edmonton Journal in August 2013, the production facility
was no longer required. As at February 28, 2015, the estimated fair value less costs of disposal of the
Edmonton production facility was reduced to $8.7 million based on the expected net proceeds. As a result,
during the six months ended February 28, 2015, we recorded an impairment loss of $1.8 million.
Restructuring and other items
Restructuring and other items expense increased $14.0 million to $22.9 million for the six months ended
February 29, 2016 as compared to the same period in the prior year. Restructuring and other items
expense for the six months ended February 29, 2016 consists of severance costs of $19.6 million, which
include both involuntary and voluntary buyouts, and $3.3 million for onerous leases related to unoccupied
property. Restructuring and other items expense for the six months ended February 28, 2015 consisted of
$4.8 million of severance costs, which included both involuntary terminations and voluntary buyouts, and
acquisition costs and integration costs related to the Sun Acquisition of $2.7 million and $1.4 million,
respectively.
Operating loss
Operating loss was $177.0 million for the six months ended February 29, 2016, as compared to operating
income of $7.1 million the same period in the prior year. The operating loss is the result of an increase in
impairment expense, a decrease in operating income before depreciation, amortization, impairment and
restructuring and an increase in restructuring and other items expense, partially offset by decreases in
depreciation expense and amortization expense all as discussed above.
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Interest expense
Interest expense increased $4.6 million, or 13.8%, to $37.8 million for the six months ended February 29,
2016, as compared to the same period in the prior year. Interest expense primarily relates to interest on our
long-term debt that is recognized using the effective interest rate method, which amortizes the initial debt
financing costs and includes both cash and non-cash interest. The increase in interest expense relates to
an increase in cash interest of $4.2 million and non-cash interest expense of $0.4 million. The increase in
cash interest is as a result of an increase of $3.3 million related to the Second-Lien Notes due to an
increase in the US dollar currency translation and a net increase of $0.9 million on the First-Lien Notes as a
result of a net increase in the amount of First-Lien Notes outstanding due to the issuance of additional
First-Lien Notes described earlier in “Recent Developments”, partially offset by contractual principal
payments.
Net financing expense relating to employee benefit plans
Net financing expense relating to employee benefit plans increased $0.1 million, or 4.2%, to $2.9 million for
the six months ended February 2016, as compared to the same period in the prior year.
(Gain) loss on disposal of property and equipment and asset held-for-sale
During the six months ended February 29, 2016, we disposed of property and equipment and realized a
loss of $0.4 million. During the six months ended February 28, 2015, we disposed of property and
equipment and the Montreal Gazette production facility classified as asset held-for-sale and realized a gain
of $0.8 million.
(Gain) loss on derivative financial instruments
Loss on derivative financial instruments for the six months ended February 29, 2016 was $1.2 million as
compared to a gain of $4.1 million during the same period in the prior year. The loss in the six months
ended February 29, 2016 includes a loss of $1.3 million related to the change in fair value of our variable
prepayment option embedded derivatives on the First-Lien Notes and Second-Lien Notes and a gain of
$0.1 million related to the warrants, as discussed previously in “Recent Developments”. The gain in the six
months ended February 28, 2015 relates to the change in fair value of our variable prepayment option
embedded derivatives.
Foreign currency exchange losses
Foreign currency exchange losses for the six months ended February 29, 2016 were $10.1 million as
compared to $44.4 million during the same period in the prior year. Foreign currency exchange losses
consist primarily of unrealized losses related to changes in the carrying value of the Second-Lien Notes.
Loss before income taxes
Loss before income taxes was $229.4 million for the six months ended February 29, 2016, as compared to
$68.5 million for the same period in the prior year. The increase in loss before income taxes is the result of
an operating loss, losses on disposal of property and equipment and derivative financial instruments, and
increases in interest expense and employee benefit plan expense, partially offset by a decrease in foreign
currency exchanges losses, all as discussed above.
Provision for income taxes
We have not recorded a current or deferred tax expense or recovery for the six months ended February 29,
2016 or February 28, 2015. Current taxes payable or recoverable result in a decrease or increase,
respectively, to our tax loss carryforward balances. The cumulative tax loss carryforward balances have not
been recognized as a net deferred tax asset on the consolidated statement of financial position.
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Net loss attributable to equity holders of the Company
Net loss for the six months ended February 29, 2016 was $229.4 million as compared to $68.5 million for
the same period in the prior year, as a result of the factors described above in loss before income taxes.
Consolidated quarterly financial information
Fiscal 2016
Q2
Q1
($ in thousands of Canadian dollars, except per share information)
Total revenues……………………………………………………………………………….
209,084
251,080
Net loss attributible to equity holders of the Company………………………………………..
(225,129)
Net loss per share attributible to equity holders of the Company
Basic…………………………………………………………………………………
$
(0.80) $
Diluted…………………………………………………………………………….
$
(0.80) $

(4,231)

Cash flows from (used in) operating activities…………………………………………………..
(5,591)

(2,712)

(0.02)
(0.02)

Q4
230,232

Fiscal 2015
Q3
Q2
205,092 145,445

(54,092) (140,840)
$
$

(0.19) $
(0.19) $
(4,394)

(0.84) $
(0.84) $
28,377

(58,218)

Q1
169,514

Fiscal 2014
Q4
Q3
146,804 170,989

(10,255)

(49,761)

(1.45) $
(1.45) $

(0.26)
(0.26)

(641)

2,640

$
$

(1.24) $
(1.24) $
(16,584)

(20,605)
(0.51)
(0.51)
12,928

Liquidity and capital resources
Our principal uses of funds are for working capital requirements, debt servicing and capital expenditures.
Based on our current and anticipated level of operations, we believe that our cash on hand and cash flows
from operations will enable us to meet our working capital, capital expenditure, debt servicing and other
funding requirements. However, our ability to fund our working capital needs, debt servicing and other
obligations depends on our future operating performance and cash flows. There are a number of factors
which may adversely affect our operating performance and our ability to meet these obligations as
described earlier in “Key Factors Affecting Operating Results”. Our cash flows from operating activities may
be impacted by, among other things, the overall strength of the economy, competition from digital media
and other forms of media as well as competition from alternative emerging technologies. In addition, in
recent years there has been a growing shift in advertising dollars from newspaper advertising to other
advertising formats, particularly online and other digital platforms such as search and social media
websites. More recently, our industry has experienced continued declines in advertising revenues reflecting
the ongoing economic and structural factors and accordingly the outlook for the advertising market remains
uncertain resulting in an increasingly challenging operating environment. We have significant debt
obligations which include the First-Lien Notes ($312.5 million) that mature in August 2017 and Second-Lien
Notes (US$268.8 million) that mature in July 2018. In addition, the ABL Facility matured on October 16,
2015 and was not replaced however, we did not rely on the ABL Facility since its inception. As described
earlier in “Recent Developments” we are exploring and reviewing our capital structure options. The industry
challenges and impending maturities have had an impact on liquidity risk which is the risk that we will not
be able to meet our financial obligations as they come due or the risk that those financial obligations have
to be met at excessive cost. We are managing this risk by monitoring cash flow forecasts, implementing a
number of cost reduction initiatives as described earlier in “Recent Developments”, deferring or eliminating
discretionary spending and monitoring and maintaining compliance with terms of the note indentures.
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As at February 29, 2016, we have restricted cash of $16.3 (August 31, 2015 - $25.4 million). As at August
31, 2015, net proceeds of $17.2 million and $8.2 million related to the sales of the Vancouver newspapers
and the Edmonton Journal production facilities, respectively, were recorded as restricted cash on the
consolidated statement of financial position. Pursuant to the First-Lien Notes indenture, any net proceeds
from an asset disposition in excess of $10.0 million shall be deemed as Mandatory Offer Collateral
Proceeds and would be used to make an offer to redeem an equal amount of First-Lien Notes, while any
net proceeds from an asset disposition of more than $5.0 million but less than $10.0 million are available to
be reinvested in the business. During the six months ended February 29, 2016, $6.7 million of restricted
cash related to the Vancouver newspapers production facility was used to redeem $6.5 million aggregate
principal amount of First-Lien Notes and pay accrued interest of $0.2 million. The remaining restricted cash
of $10.5 million is being held in trust by the Second-Lien Notes noteholders and is available to be
reinvested in the business by July 30, 2016, and if not, would constitute Excess Collateral Proceeds per the
terms of the Second-Lien Notes indenture. If the Excess Collateral Proceeds exceed $25.0 million we will
be required to make an offer to redeem an equal amount of Second-Lien Notes. During the three and six
months ended February 29, 2016, restricted cash of $1.9 million and $2.4 million related to the Edmonton
Journal production facility was reinvested in the business through the purchase of property and equipment
and intangible assets, respectively. The remaining restricted cash of $5.8 million is being held in trust by
the First-Lien noteholders and is available to be reinvested in the business by July 9, 2016, and if not,
would constitute Excess Collateral Proceeds per the terms of the First-Lien notes indenture. If the Excess
Collateral Proceeds exceeds $5.0 million we will be required to make an offer to redeem an equal amount
of First-Lien Notes and if the Excess Collateral Proceeds is less than $5.0 million it becomes Excess
Collateral Proceeds per the terms of the Second-Lien Notes indenture.
Cash flows from (used in) operating activities
Our principal sources of liquidity are cash flows from operating activities. For the three and six months
ended February 29, 2016, our cash flows from operating activities were outflows of $5.6 million and $8.3
million, respectively (2015 – outflows of $0.6 million and inflows of $2.0 million, respectively). Cash flows
from operating activities decreased $5.0 million for the three months ended February 29, 2016, as
compared to the same period in the prior year due to a decrease in operating income before depreciation,
amortization, impairment and restructuring, an increase in restructuring payments of $8.6 million and
interest payments of $3.5 million, partially offset by a decrease in non-cash working capital which included
the receivable of the $13.8 million related to the Ontario Interactive Digital Media Tax Credit as at February
28, 2015 as described earlier in “Recent Developments”. Cash flows from operating activities decreased
$10.3 million for the six months ended February 29, 2016, as compared to the same period in the prior year
due to a decrease in operating income before depreciation, amortization, impairment and restructuring, an
increase in restructuring and unoccupied lease payments of $11.2 million and interest payments of $7.9
million, partially offset by a decrease in non-cash working capital which included the receivable of $13.8
million related to the Ontario Interactive Digital Media Tax Credit as at February 28, 2015 as described
earlier in “Recent Developments”.
As at February 29, 2016 we had cash of $26.3 million (August 31, 2015 –$43.8 million).
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Cash flows from (used in) investing activities
For the three and six months ended February 29, 2016, our cash flows from investing activities were
outflows of $2.3 million and $2.0 million, respectively (2015 – inflows of $0.1 million and $10.5 million,
respectively). The net cash outflows from investing activities during the three months ended February 29,
2016 include outflows on capital expenditures related to property and equipment of $1.2 million and
intangible assets of $1.1 million, as well as outflows related to a purchase of warrants of $1.2 million as
described earlier in “Recent Developments”, partially offset by net proceeds received from the sale of
property and equipment of $1.2 million. The net cash inflows from investing activities during the three
months ended February 28, 2015 include the net proceeds from the sale of property and equipment of $0.8
million, partially offset by outflows on capital expenditures related to property and equipment of $0.5 million
and intangible assets of $0.2 million. The net cash outflows from investing activities during the six months
ended February 29, 2016 include outflows on capital expenditures related to property and equipment of
$1.9 million and intangible assets of $1.4 million, as well as outflows related to a purchase of warrants of
$1.2 million as described earlier in “Recent Developments”, partially offset by net proceeds received from
the sale of property and equipment of $1.3 million and the receipt of the working capital receivable of $1.2
million related to the Sun Acquisition as described earlier in “Recent Developments”. The net cash inflows
from investing activities during the six months ended February 28, 2015 include the net proceeds received
on the sale of the Montreal Gazette production facility of $12.4 million which was classified as restricted
cash on the condensed consolidated statement of financial position and the net proceeds from the sale of
property and equipment of $0.8 million, partially offset by outflows on capital expenditures related to
property and equipment of $2.4 million and intangible assets of $0.3 million.
Cash flows from (used in) financing activities
For the three and six months ended February 29, 2016, our cash flows from financing activities were
inflows of $1.9 million and outflows of $7.2 million, respectively (2015 – outflows of $0.4 million and $23.8
million, respectively). The cash inflows from financing activities during the three months ended February
29, 2016 relates to a release of restricted cash of $1.9 million as discussed above. The cash outflows from
financing activities during the three months ended February 28, 2015 included $0.4 million of share
issuance costs. The cash outflows from financing activities during the six months ended February 29, 2016
include outflows related to our indebtedness as discussed below, partially offset by a release of restricted
cash of $9.1 million as discussed above. The cash outflows from financing activities during the six months
ended February 28, 2015 included the restricted cash of $12.4 million as discussed above, which was used
to finance the Sun Acquisition, $2.2 million of debt issuance costs, $2.9 million of share issuance costs and
cash outflows related to our indebtedness as discussed below.
Indebtedness
As of February 29, 2016, we have $312.5 million First-Lien Notes and US$268.6 million Second-Lien Notes
outstanding (August 31, 2015 - $328.8 million and US$268.6 million, respectively). During the six months
ended February 29, 2016, we made contractual redemptions of $16.3 million (2015 - $6.3 million), of
aggregate principal amount of First-Lien Notes at par in accordance with the terms and conditions of the
First-Lien Notes indenture.
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The following tables set out the principal and carrying amount of our long-term debt outstanding As at
February 29, 2016 and August 31, 2015. The first column of the table translates, where applicable, our US
dollar debt to the Canadian equivalent based on the closing foreign exchange rate on February 29, 2016 of
US$1:$1.3531 (August 31, 2015 – US$1:$1.3157).
As at February 29, 2016
As at August 31, 2015
Financing
Financing
fees,
fees,
Principal
discounts Carrying
Principal
discounts Carrying
Outstanding and other
Value
Outstanding and other
Value
312,517
(3,433)
309,084
328,780
(4,604) 324,176
First-Lien Notes (CDN$)……………………………………………………………………………
Second-Lien Notes (US$268.6M)……………………………………………
363,490
(4,511)
358,979
353,443
(5,287) 348,156
($ in thousands of Canadian dollars)

676,007

(7,944)

668,063

682,223

(9,891)

672,332

Financial Position As at February 29, 2016 and August 31, 2015
As at
February 29,
2016

($ in thousands of Canadian dollars)

Current assets………………………………………………………………………..
162,136
Total assets………………………………………………………………………
636,970
Current liabilities…………………………………………………………………….
158,000
Total liabilities……………………………………………………………………..
977,989
Deficiency…………………………………………………………….
(341,019)

As at
August 31,
2015
191,627
874,097
169,035
963,387
(89,290)

The decrease in our current assets at February 29, 2016 as compared to August 31, 2015 is primarily due
to a decrease in cash and restricted cash. Total assets as at February 29, 2016 decreased as compared to
August 31, 2015, as a result of a decrease in goodwill and intangible assets due to impairments recorded
during the six months ended February 29, 2016, a decrease in the carrying value of property and
equipment and intangible assets as a result of depreciation and amortization during the six months ended
February 29, 2016, and a decrease in current assets as previously described. Current liabilities have
decreased due to decreases in accounts payable and accrued liabilities and the current portion of longterm debt, partially offset by an increase in provisions as a result of the Transformation Program. The
increase in total liabilities is due to increases in the carrying value of long-term debt and our employee
benefit plan liabilities, partially offset by a decrease in current liabilities as previously described.
Financial Instruments and Financial Instruments Risk Management
The financial instruments and financial risk management policies and related risks are the same as
disclosed in the audited consolidated financial statements for the years ended August 31, 2015, 2014 and
2013, except as discussed below.
Foreign currency risk
As at February 29, 2016, approximately 54% of the outstanding principal on our long-term debt is payable
in US dollars (August 31, 2015 – 52%). As at February 29, 2016 and August 31, 2015, we have US$268.6
million Second-Lien Notes outstanding.
Guarantees and Off-Balance Sheet Arrangements
We do not have any significant guarantees or off-balance sheet arrangements.
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Future Accounting Standards
We have not early adopted the following new standards and the impacts on the audited consolidated
financial statements have not yet been determined:
(i) IFRS 9 – Financial Instruments
The standard was issued in July 2014 and addresses classification and measurement of financial
assets and replaces the multiple category and measurement models in IAS 39 – Financial
Instruments – Recognition and Measurement for debt instruments with a new mixed measurement
model having only two categories: amortized cost and fair value through profit or loss. The new
standard also addresses financial liabilities and they largely carry forward existing requirements in
IAS 39, except that fair value changes to credit risk for liabilities designated at fair value through
profit and loss would generally be recorded in other comprehensive income. In addition, the new
standard introduces a new hedge accounting model more closely aligned with risk management
activities undertaken by entities. This standard is required to be applied for annual periods
beginning on or after January 1, 2018, with earlier adoption permitted.
(ii) IFRS 15 – Revenue from Contracts with Customers
The standard was issued in May 2014 and is a new standard that specifies the steps and timing for
entities to recognize revenue as well as requiring them to provide more informative, relevant
disclosures. The standard replaces IAS 11 - Construction Contracts and IAS 18 - Revenue, as well
as various IFRIC and SIC interpretations regarding revenue. The standard is required to be applied
for annual periods beginning on or after January 1, 2018, with earlier adoption permitted.
(iii) IFRS 16 – Leases
The standard was issued in January 2016 and replaces IAS 17 – Leases. The new standard
provides a single lessee accounting model which eliminates the distinction between operating and
finance leases. In particular, lessees will be required to report most leases on the statement of
financial position by recognizing right-of-use assets and related financial liabilities. Lessor
accounting remains largely unchanged. The standard is required to be applied for annual periods
beginning on or after January 1, 2019, with earlier adoption permitted.

Risk Factors
The risks relating to our business are described in the section entitled “Risk Factors” included in our annual
management’s discussion and analysis for the years ended August 31, 2015, 2014 and 2013, which
section is incorporated by reference herein.
Internal Controls
Disclosure controls and procedures within Postmedia have been designed to provide reasonable
assurance that all relevant information is identified to its management, including the President and Chief
Executive Officer (“CEO”) and the Executive Vice President and Chief Financial Officer (“CFO”), as
appropriate, to allow required disclosures to be made in a timely fashion.
Internal controls over financial reporting have been designed by management, under the supervision of and
with the participation of the CEO and CFO, to provide reasonable assurance regarding the reliability of
Postmedia’s financial reporting and the preparation of financial statements for external purposes in
accordance with IFRS.

20

The CEO and CFO have evaluated whether there were changes to Postmedia's internal control over
financial reporting during the three months ended February 29, 2016, that have materially affected, or are
reasonably likely to materially affect, internal control over financial reporting. There were no changes
identified during their evaluation. Management has limited the scope of the design of internal controls over
financial reporting and disclosure controls and procedures to exclude the controls, policies and procedures
related to the Sun Acquisition, the operating results of which are included in the interim condensed
consolidated financial statements for the three and six months ended February 29, 2016. The scope
limitation is in accordance with Section 3.3 of National Instrument 52-109, Certification of Disclosure in
Issuer’s Annual and Interim Filings, which allows an issuer to limit its design of internal controls over
financial reporting and disclosure controls and procedures to exclude the controls, policies and procedures
of a company acquired not more than 365 days before the end of the financial period to which the
certificate relates. The revenue of the properties acquired as part of the Sun Acquisition for the three and
six months ended February 29, 2016 was $82.1 million and $185.8 million, respectively.
Share Capital
As at April 4, 2016 we had the following number of shares and options outstanding:
Class C voting shares
Class NC variable voting shares
Total shares outstanding

1,067,522
280,114,323
281,181,845

Total options and restricted share units
(1)
outstanding

2,576,000

(1)

The total options and restricted share units outstanding are convertible into 1,510,000 Class C voting shares and 1,066,000 Class
NC variable voting shares. The total options and restricted share units outstanding include 2,065,000 options that are vested and
511,000 options that are unvested.
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