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OUR BUSINESS 

As a small Malaysian business with a startup capital of RM3million in 2004, RedHot Media (“RHM”) 
has grown by leaps and bounds into what it is today with a market capital of £29.6 million. The group 
has business operations in Malaysia, Shanghai, Beijing and Guangzhou. 

Formerly perceived as an advertising broker with a unique offering of allowing advertisers to pay-in-
kind, we have now grown to become an integrated marketing service provider from the media and 
advertising sector. 

RHM is embarked on a mission to create a superior self-sustainable marketplace of bilateral marketing 
from media to merchandise.  

Its unique business model known as AxChange is referred by many as a blue-ocean as it has created a 
new marketplace converging the demand and supply from media owners, to agencies, to advertisers, to 
resellers and to consumers; and vice versa in the reverse order from consumers to media owners.  

By underwriting advertisers’ products and services, RHM is able to take on the unique position of being 
the ideal partner for media owners and media agencies to place out advertisers’ budgets. 

The key of AxChange’s success lies in its ability to match demand and supply; ultimately achieving what 
all businesses need – sales. Gaining popularity quickly in the media and advertising sector, RHM was 
propelled on a path of steady, yet fast-paced growth and expansion. 
 
AxChange : Uniqueness Built on Economic Fundamentals  

In summary, the AxChange business model has three integral parts. These are linked to a “pull 
marketing” strategy to create value. 

The business model can be described in three steps: 

1) RedHot through its AxChange platform has a network of consumers and resellers. This network 
enables the Group to market specific products with accuracy and provides a significant distribution 
capacity. These are the key pieces of the business-to-consumer (B2C) and business-to-business (B2B) 
channels as they allow RedHot to convert stock into cash.  

2) The distribution network aggregates consumers’ demand for goods and services. Advertisers who 
market their goods and services through AxChange facilitate this demand and fulfil it with their sales. 
AxChange allows these advertisers to partially pay using pay-in-kind arrangements. In order to pay-in-
kind, advertisers commit to advertise through RedHot as a part of the AxChange arrangement. 

3) RedHot connects advertisers and media owners through AxChange. Media owners are attracted to 
AxChange as it allows them to add new business. They participate in the AxChange arrangement by 
supplying advertisement space. Through this arrangement, AxChange is able to aggregate a long-tail 
segment of media space and RedHot will be able to resell at lower CPM (cost per thousand). 

This demand-supply model becomes an alternative marketing and distribution channel which generates 
sales of products and services for advertisers and of media space for media owners. Both advertisers and 
media owners commit to AxChange arrangement on “success basis”. The model can also be reversed 
starting with media demand instead of merchandize demand. The example below illustrates demand from 
three areas of the market where RedHot operates. 

The company believes that AxChange is capable of increasing the limiting growth barriers of the 
respective industry segments depicted in Exhibit 1.  
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OUR BUSINESS 

AxChange model: Three steps Aggregated Demand 

  

RedHot’s Group vision is to build three business verticals to meet demands stemming from three 
directions:

1. Build media space inventory to meet Demand for Z Content or Marketing Campaign; 

2. Meet Demand for Y Media from advertisers which are motivated by lower advertising prices 
offered by RedHot; 

3. Create alternative channel marketing which meets demand for Product X. Each brand owner is 
trying to build more channels especially online B2B and B2C  

3. Media

Demand for Z Content
/ Marketing Campaign

2. Advertising

Demand for
Y Media

1. Merchandizing

Demand for
Product / Service X
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CHAIRMAN’S STATEMENT 
FOR THE YEAR ENDED 31 DECEMBER 2008 

2008 was an interesting year for RedHot; we had the successful achievement of been admitted to AIM 
followed by the acquisition of three business, tempered by the emergence of the global economic crisis.  

The economic outlook for 2009 is among the most challenging in living memory. As we have already 
reported to our shareholders, RedHot is not exempt from these difficulties.  Our employees deserve 
praise for their efforts during 2008, and their continued dedication to RedHot. 

The Chinese and Malaysian Governments’ have both launched economic stimulus plans whose 
beneficial impacts are slowly starting to come to fruition.  I am confident that this marks the start of a 
positive recovery from which we will all benefit. 

The Group’s summary of its financial results for 2008 are as follows: 

• Total revenue for 2008 was RM22.4 million representing a 16% increase (2007: RM19.3 
million)

• Gross profit grew by 59% to RM11.3 million (2007: RM7.1 million) 

• Gross margin improved to 50% (2007: 37%) 

• Profit before tax was RM3.9 million (2007: RM2.2 million) 

• Net profit was RM3.8 million (2007: RM2.2 million) 

• Cash balances available for use at 31 December 2008 was RM3 million (2007: RM1.6 million) 

• Net assets of RM21.1 million (2007: RM11.9 million) 

We believe that our unique business model known as AxChange will become increasingly popular in 
these testing economic times.   The key lies in its ability to match demand and supply from media 
owners, to agencies, to advertisers, to resellers and to consumers; and vice versa; ultimately achieving 
what these participating businesses need – sales – while at the same time freeing up working capital.  

While our strategic acquisitions of the new businesses have taken place in the midst of a financial storm, 
we believe they offer great opportunities. Our acquisitions have expanded our geographic reach and 
market coverage by giving us an immediate  

(i) presence in the media and advertising sector of Shanghai & Beijing with the relevant resources;  

(ii) an ability to aggregate and own media space without inventory in China; and 

(iii) a network of professional agents and advisors in Malaysia’s financial and insurance sector, 
tapping the lucrative advertising budgets in this sector. 
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CHAIRMAN’S STATEMENT 
FOR THE YEAR ENDED 31 DECEMBER 2008 

This year, we shall continue to drive the organic growth of AxChange both in Malaysia and China, whilst 
also looking for further complimentary acquisitions. The current market sentiment has increased merger 
and acquisition opportunities at realistic valuations in Asia. 

We believe we are well equipped to face a year anticipated to be both challenging and exciting with 
promising results for both the Group and its shareholders. 

DATUK OH CHONG PENG 
NON-EXECUTIVE CHAIRMAN 

12 June 2009 
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OPERATIONS REVIEW BY GROUP MANAGING DIRECTOR 

Group Managing Director’s Review

2008 was a great year for RedHot Media. The group has performed formidably amidst the economic 
challenges, raking in a top-line with 16% growth and a culminating a 68% growth on its bottom-line 
compared with the better general economy in 2007. We pride ourselves for being able to balance our 
prudent corporate management with aggressive business development strategies that led to the steadfast 
growth the group has accomplished.  

RedHot Media pursued its listing on AIM as a 4 company organisation with key operations in Kuala 
Lumpur – Malaysia, and a humble outfit in Guangzhou - China. Having completed our admission to 
AIM and aligned with our growth and expansion strategies, we pursued mergers and acquisitions 
opportunities with 3 groups of companies without further delay.  

Today, we are a 15 company organization with expanded operations in Shanghai and Beijing, and into 
new services sector of our Malaysian pie.  

Through the acquisitions, top people and senior management with domain knowledge and business 
relations with recurring clientele immediately adding value to our organization. RedHot Media is now 
poised for further growth and expansion. 

The completion of our M&A’s give us an edge to continue to expedite our growth in the main cities of 
China which have a fast-growing economy in the services sector and brand-competition, whilst 
increasing avenues for greater market share in Malaysia.  

M&A Opportunities 
Our primary strategy is expanding our business network through acquisition of organic start-ups in 
Malaysia and China. Current market sentiments have brought many M&A opportunities with viable 
valuations to surface.  

Our M&A focus are on media and advertising, or technology-based businesses with business streams that 
are synergistic to our growth. 
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OPERATIONS REVIEW BY GROUP MANAGING DIRECTOR 

Marching Ahead 
Built brick-by-brick on a foundation of strong business fundamentals, and having expanded regionally, 
RedHot Media is positioned for stronger organic growth this year with its promising business model that 
is gaining favour quickly amongst potential clients. 

We will to continue to grow organically and increase our cash flows business-to-business and business-
to-consumer avenues via AxChange. Continued R&D and integration of our own and ally internet portals 
under AxChange will also be a key driver in our organic growth in 2009 as these will enable us to exploit 
and aggregate consumer and business spending. 

Our focus shall remain in marketing AxChange in Malaysia as well as China’s lucrative markets to 
explore further opportunities in the very fragmented market of its media consisting of over 2,000 
newspapers, more than 300 TV stations, over 9,000 magazines and more than 2,000 radio stations, not 
even including new media and outdoor advertisers.  

We believe that there is less competition at the smaller end of the market, which is currently under-
developed and has high potential. This will be a leveraging point of growth for our existing operations in 
the Chinese markets. 

2009 Outlook 
While the global economy is witnessing a general slowdown, the media and advertising sectors have not 
been an exception. However, as China’s RMB4 trillion and Malaysia’s MYR7 billion economic stimulus 
packages begin seeping into the system and showing signs of impact on the economy, we anticipate that 
the likelihood of a marked improvement in these two markets is high for the second half of 2009. 

To increase competitiveness and leverage on new opportunities that the economy presents, we have 
reengineered a new management structure in alignment with a unified approach amongst our multiple 
business units (both regional and local) to maximise opportunities that lie ahead for our expanded 
business network. Personnel functions are also successively realigned to be more dynamic in addressing 
new requirements of businesses. 

With the additions of our new advertising businesses in Beijing and Shanghai, and our new subsidiaries 
in the financial services sector in Malaysia, our subsidiaries anticipates a positive delivery of results  in 
2009. The nature of AxChange’s business model will be able to exploit the current economic situation 
and we strongly believe this key enables us to continue with our commitment to increase shareholder 
value.
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DIRECTORS’ PROFILES 

Datuk Oh Chong Peng (64), Independent Non-Executive Chairman

Datuk Oh is a founding director of the RHMG Group.  Datuk Oh is a fellow of the Institute of Chartered 
Accountants in England and Wales, having qualified in 1969.  Datuk Oh is also a member of the 
Malaysian Accounting Standards Board and a government appointed member of the Labuan Offshore 
Financial Services Authority and a member of the Listing Committee of Bursa Malaysia (Malaysia’s 
Stock Exchange).   

Datuk Oh was a Council member and a past President of the Malaysian Institute of Certified Public 
Accountants.

Datuk Oh is the chairman of Malaysian listed Alliance Financial Group Bhd. and holds directorships in 
other Malaysian listed companies such as British American Tobacco (Malaysia) Bhd., IJM Corporation 
Bhd., IJM Plantations Bhd., Malayan Flour Mills Berhad, Dialog Berhad and Kumpulan Europlus Bhd.   

Previously, Datuk Oh was also a senior partner in Coopers & Lybrand (Malaysia) (now 
PriceWaterhouseCoopers). 

Cheong Chia Chieh (37), Group Managing Director

Mr. Cheong is a founding director of the RHMG Group.  Mr. Cheong was appointed as a strategic 
investment consultant of NPHB (one of the largest print media groups in Malaysia) and was also the 
chairman of its group marketing committee as well as an executive committee member of its group 
circulation committee.

Mr. Cheong’s responsibilities at NPHB included overseeing and managing the advertising sales and 
circulation of NPHB’s 2 daily newspapers and 20 magazines.  During his role at NPHB, Mr. Cheong 
established the AxChange model within Nanyang Online (a subsidiary of NPHB) and eventually led the 
management buy-out of AxChange from NPHB, forming RHM and subsequently the RHMI Group. Mr. 
Cheong holds an MBA from the Southern California University for Professional Studies, USA. 

(Raymond) Hor Chee Hong (38), Executive Director  

Mr. Hor was previously the chief operating officer of Mexter Technology Bhd., listed on the MESDAQ 
Market of Bursa Malaysia Securities Bhd., and was in charge of the sales, operations and strategic 
corporate development of the group. 

Mr. Hor holds a BSc in Electrical Engineering from the University of Texas at Austin USA. 

Liew Peng Chuen (61), Independent Non-Executive Director  

Mr. Liew was a founding director of the RHMG Group in January 2005.  Mr. Liew has more than 30 
years’ experience in the media industry in Malaysia.  He graduated from London Guildhall University, 
UK and was admitted as an Advocate & Solicitor to the High Court of Malaysia in 1989.   

Mr. Liew was the group managing director and group chief executive officer of NPHB, the chief editor 
of the Star Publications (M) Bhd. group and chief executive of the Sin Chew Media Group. 

Mr. Liew is now in legal practice as a partner in M/s C.H. Yeoh & Yiew.  Mr. Liew also provides media 
consultancy services.  
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DIRECTORS’ PROFILES 

David Sherick (65), Independent Non-Executive Director 

Mr. Sherick is a Fellow of the Institute of Chartered Accountants in England and Wales and has held 
posts at various academic institutions in both the UK and Hong Kong.  In addition, Mr. Sherick is a 
member of the Institute of Internal Auditors for which he was the North Pacific Regional Director.  He 
also served on the Advanced Technology Committee and the International Relations Committee of the 
Institute of Internal Auditors.

Mr. Sherick was the first chairman and founder member of the Forum for International Irregular Network 
Access.  Mr. Sherick is also a member of the Association of Certified Fraud Examiners and a member of 
Hong Kong Chapter of American Society for Industrial Security.   

Mr. Sherick was, until recently, the director of risk management and legal services of Thus Group Plc, a 
company listed on the main market of the London Stock Exchange. 

Melissa Gilmour (39), Independent Non-Executive Director 

Mrs. Gilmour is an executive director of PLUS-quoted events management company Three’s A Crowd 
plc and its joint venture partner Vespers All Round Limited.  She is also a non-executive director of The 
Core Business plc, an AIM quoted beauty distribution and branding business.  Mrs. Gilmour was, until 
recently, an executive director of AIM quoted ‘active capital investor’ Addworth plc.  Since her 
appointment by Addworth plc in 2004 she has taken an active role in investing in, and the admission to 
trading on AIM or PLUS-quoted markets of, a number of companies. 

Mrs. Gilmour has both a Bachelor of Commerce and a post graduate diploma in Journalism from the 
University of Canterbury in New Zealand.  Mrs. Gilmour is registered with the FSA and is an affiliate 
member of the UK Securities & Investment Institute. 
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DIRECTORS’ REPORT 
FOR THE PERIOD ENDED 31 DECEMBER 2008 

The directors present their first directors’ report and financial statements of the company for the period 
from incorporation on 12 June 2007 to 31 December 2008 and the financial statements of the group for 
the year ended 31 December 2008. 

Principal activities 
RedHot Media International Limited is a holding company.  The group’s principal activities are research 
and development of electronic applications for trading, trading services and media trading, act as an 
application service provider, advertising agent or broker, provides consultancy on administration of 
business enterprises, advisory service on international economy and information, providing financial and 
payment solutions to customers, trading and merchandising of goods, development of web portal and 
software relating to financial products and services, provision of financial planning and advisory 
services, and related training and event management and other support service, and agency of insurance, 
and selling of software solution related to financial products.   

The company was incorporated in the Cayman Islands on 12 June 2007. On 21 September 2008, the 
company’s shares were admitted to trading on the Alternative Investment Market (“AIM”) of the London 
Stock Exchange.  

Results and dividends
The results for the year are set out in the income statement on page 19. The group’s profit attributable to 
shareholders of the company for the financial year ended 31 December 2008 amounted to RM3,882,000 
(2007: profit of RM2,466,000).The group results for the year and the financial position at 31 December 
2008 are considered satisfactory by the directors.   

No dividends were paid or proposed during the year ended 31 December 2008.  

Changes in share capital 
Details of movements in share capital during the year are set out in note 17 to these financial statements. 

Group structure 
The group operates through its Parent and subsidiary companies, details of which are set out in note 13 
to these financial statements.  

Events after the balance sheet date 
Subsequent to the year end the group was restructured to align its businesses in China under its 
Malayisan holding subsidiary RH Media Group Sdn. Bhd, and its Malaysian operating businesses under 
RedHot Media Group Sdn. Bhd. 

Directors 
The following directors have held office during the period: 

Cheong Chia Chieh (appointed 12 June 2007)  
Hor Chee Hong (appointed 12 June 2007) 
Datuk Oh Chong Peng (appointed 12 June 2007) 
Liew Peng Chuen (appointed 12 June 2007) 
David Sherick (appointed 5 September 2007) 
Melissa Gilmour (appointed 9 June 2008) 
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DIRECTORS’ REPORT 
FOR THE PERIOD ENDED 31 DECEMBER 2008 

Directors’ interests 
The interests of the directors in the shares of the company, including their family and beneficial interests, 
are as follows: 

31 December 2008 
ordinary shares 

of US$0.10 each 

 863,410,9 haeihC aihC gnoehC
 218,127 gnoH eehC roH
 - gneP gnohC hO kutaD
 -  kcirehS divaD
 -   ruomliG assileM
 -   neuhC gneP weiL

No other directors in office at the end of the financial year held or dealt with shares of the company 
during the financial year. There were no changes in directors’ interests in the company’s shares since the 
year end to the date of this report. 

Issue of share options 
The company does not operate a formal share option scheme for its directors and employees. Share 
options were granted to certain advisers as consideration for advisory fees rendered on the company’s 
listing on the London Stock Exchange’s AIM market. Further details of the outstanding share options 
and the resulting share based payment charge are shown in notes 17 and 18 to the financial statements.

Directors’ interests in transactions 
No director had, during or at the end of the year, a material interest in any contract which was significant 
in relation to the group’s business, except in respect of service agreements. 

Political and charitable donations 
There were no political or charitable contributions made by the group during the year. 

Payments to suppliers 
It is the group’s policy to pay suppliers in accordance with the terms and conditions agreed between the 
group and its suppliers, provided that the goods and services have been supplied in accordance with 
agreed terms and conditions. The average payment days at 31 December 2008 was 45 days. 

Use of financial instruments 
The group’s financial risk management objectives are to minimise debt and to ensure sufficient working 
capital for the group’s overheads and capital expenditure commitments. This is achieved by prudent 
financial management and careful management of the group’s cash balances, both short and long term. 
Other than this, the group’s use of financial instruments is not material for the assessment of the assets, 
liabilities, financial position and results of the group. 

Annual general meeting 
The company’s Annual General Meeting will be held on 24 August 2009 at 4.00pm (Malaysian time) or 
9.00am (UK time).  The Notice of the Meeting, which sets out the resolutions to be proposed, will be 
sent to shareholders. 
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DIRECTORS’ REPORT 
FOR THE PERIOD ENDED 31 DECEMBER 2008 

Substantial shareholders 
In addition to the directors’ shareholdings shown in the directors’ interests section above, representing 
26.8% of the total shares in issue, as at 29 May 2009 the company has been notified of the following 
interests in the company's ordinary shares by its major shareholders:  

Name

Number of
ordinary shares  

Percentage of total
number of issued
ordinary shares

%54.21 758,315,4  .dhB .ndS seigolonhceT ksoikonnI

%86.01 048,178,3 .dhB .ndS )aisA( erawtfoS ACFI

%95.01  750,248,3 .dhB .ndS ssergiloS

%89.4 374,608,1  .dhB ndS hcetoiB PACVAM

%54.4 862,216,1 detimiL lanoitanretnI erutneV naesA anihC

%72.3 881,581,1 .dtL .oC seitiruceS nahnihS gninromdooG

Going concern 
After making appropriate enquiries and examining those areas which could give rise to financial 
exposure the directors are satisfied that no material or significant exposures exist and that the group has 
adequate resources to continue its operations for the foreseeable future. For this reason the directors 
continue to adopt the going concern basis in preparing the company’s and group’s financial statements. 

Information to shareholders - Web site 
The company has its own web site (www.redhot.asia) for the purposes of improving information flow to 
shareholders as well as to potential investors. 

Auditors
UHY Hacker Young LLP were appointed auditors to the company and a resolution proposing that they 
be reappointed as auditors of the company will be put to the Annual General Meeting. 
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DIRECTORS’ REPORT 
FOR THE PERIOD ENDED 31 DECEMBER 2008 

Statement of directors’ responsibilities 
The directors are responsible for preparing the financial statements in accordance with applicable laws 
and International Financial Reporting Standards, as adopted by the European Union (“IFRS”). 

Company law requires the directors to prepare financial statements for each financial year which give a 
true and fair view of the state of affairs of the company and of the group and of the profit or loss of the 
company and the group for that period. In preparing these financial statements, the directors are required 
to:

• select suitable accounting policies and then apply them consistently; 
• make judgments and estimates that are reasonable and prudent; 
• present information, including accounting policies, in a manner that provides relevant, reliable, 

comparable and understandable information;  
• prepare the financial statements on a going concern basis unless it is inappropriate to presume that 

the group will continue in business; 
• provide additional disclosures when compliance with the specific requirements in IFRSs is 

insufficient to enable users to understand the impact of particular transactions, other events and 
conditions on the entity’s financial position and financial performance; and 

• state that the group and the company has complied with IFRSs, subject to any material departures 
disclosed and explained in the financial statements. 

The directors are responsible for keeping proper accounting records that disclose with reasonable 
accuracy at any time the financial position of the company and enable them to ensure that the financial 
statements comply with company law. They are also responsible for safeguarding the assets of the 
company and hence for taking reasonable steps for the prevention and detection of fraud and other 
irregularities.

The directors confirm that the financial statements comply with the above requirements. 

Statements of disclosures to the auditors 
The directors who were members of the board at the time of approving this report are listed on the 
Company Information page. Having made enquiries of fellow directors and of the company’s auditors, 
each of these directors confirms that: 

- to the best of each director’s knowledge and belief, there is no relevant audit information of 
which the company’s auditors are unaware; and 

- each director has taken all the steps a director might reasonably be expected to have taken to 
make themselves aware of any relevant audit information and to establish that the auditors 
are aware of that information. 

On behalf of the Board 

CHEONG CHIA CHIEH 
Group Managing Director 

12 June 2009 
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CORPORATE GOVERNANCE 
FOR THE YEAR ENDED 31 DECEMBER 2008 

Statement of compliance 
Although AIM listed companies are not required to report on the Combined Code, the directors are 
committed to proper standards of sound corporate governance and intend that the Company will comply 
with the main provisions of the QCA Guidelines in so far as they are appropriate for a company of its 
size and stage of development.   

Internal controls
The board is responsible for identifying and evaluating the major business risks faced by the group and 
for determining and monitoring the appropriate systems of internal controls to manage these risks. These 
internal controls are designed to safeguard the assets of the company and to ensure the reliability of 
financial information for both internal use and external publication. While they are aware that no system 
can provide absolute assurance against material misstatement or loss, in light of the increased activity 
and further development of the group, continuing reviews of internal controls will be undertaken to 
ensure that they are adequate and effective. 

Board Responsibilities and Committees 
The Board’s principal responsibilities include assisting in the formulation of corporate strategy, 
reviewing and approving all significant corporate transactions, monitoring operational and financial 
performance, reviewing and approving annual budgets and generally assisting management to enhance 
the overall performance of the company in order to deliver maximum value to its shareholders. The 
Board met 4 times during the year ended 31 December 2008.  

The company has established a properly constituted Audit Committee, a Remuneration Committee and a 
Nomination Committee. 

Audit Committee 
The Audit Committee meets twice each year to discuss the half-yearly and annual results.  For the annual 
results the independent auditors, UHY Hacker Young LLP, are invited to discuss the results and their 
assessment of internal controls.  The Chairman of the Audit Committee is Datuk Oh Chong Peng and the 
other participating members of the Audit Committee during the year were Liew Peng Chuan and David 
Sherick.

The company has adopted an Audit Committee Charter which addresses the mandate of the Audit 
Committee, the composition, independence, expertise of the members, frequency of meetings, roles and 
responsibilities, external audit function, internal controls, financial reporting, annual and half-yearly 
financial statements, release of financial information, non-audit services, delegation of authority, 
reporting responsibilities, resources and authority of the Audit Committee, and compliance with laws and 
regulations. 

Remuneration Committee 
The Remuneration Committee reviews the performance of the Executive Directors and makes 
recommendations to the board on matters relating to their remuneration and terms of service and 
considers the selection and re-appointment of directors. The Remuneration Committee also makes 
recommendations to the board on proposals for the granting of share options and other equity incentives 
pursuant to any share option scheme or equity incentive plan in operation from time to time. 

The Remuneration Committee meets as and when necessary. In exercising this role, the directors have 
regard to the Quoted Companies Alliance (“QCA”) Guidelines. The members of the Remuneration 
Committee are Datuk Oh Chong Peng (Committee Chairman) and David Sherick. 
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CORPORATE GOVERNANCE 
FOR THE YEAR ENDED 31 DECEMBER 2008 

Remuneration policy 
The Remuneration Committee ensures that the company’s Executive Directors and Employees are 
appropriately motivated and rewarded in line with the companies of similar size and nature.  The 
Remuneration Committee is also responsible for determining the fees of the Non-executive Directors for 
their services in connection with Board of Directors’ Meetings and the Committee Meetings. 

Pensions

The group does not operate a pension scheme for directors or employees. 

Directors’ remuneration 

Remuneration of directors during the year ended 31 December 2008 was as follows: 

Fees/basic 
salaries 

Benefits in 
kind 

Pension
contributions

2008
Total 

 MR MR MR MR 
Executive     
Cheong Chia Chieh 405,713 - - 405,713 
Hor Chee Hong 53,655 - - 53,655 
Non-Executive     
Datuk Oh Chong Peng 14,299 - - 14,299 
David Sherick 14,299 - - 14,299 
Melissa Gilmour 14,299 - - 14,299 
Liew Peng Chuen 13,974 - - 13,974 

 932,615 - - 932,615 latoT

Directors' remuneration shown above comprises all of the fees, salaries and other benefits and 
emoluments paid to directors for their services to the group. No share based payments were made to 
directors during the year ended 31 December 2008.  

Nomination Committee 
The Nomination Committee keeps under review the skill requirements of the Board and the skill, 
knowledge, experience, length of service and performance of the directors. It also reviews their external 
interests with a view to identifying any actual, perceived or potential conflicts of interests, including the 
time available to commit to their duties to the Company. The Committee also monitors the independence 
of each non-executive director and makes recommendations concerning such to the Board. The results of 
these reviews are important when the Board considers succession planning and the re-election and 
reappointment of directors. Members of the Committee take no part in any discussions concerning their 
own circumstances. 

The Nomination Committee is also responsible for keeping under review the senior management team of 
the organisation to ensuring the continued ability of the organisation to compete effectively in the 
marketplace.  

The Nomination Committee meets as and when necessary. In exercising this role, the directors have 
regard to the QCA Guidelines. The members of the Nomination Committee are all of the directors with 
Datuk Oh Chong Peng as Chairman. 
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CORPORATE GOVERNANCE 
FOR THE YEAR ENDED 31 DECEMBER 2008 

Relationship with shareholders 
The directors consider the clear and timely communication of information to shareholders as an 
important part of their duties.  

The board views the annual general meeting as an opportunity to communicate with both institutional 
and private investors alike and aims to comply with all the provisions of the Code relating to the 
constructive uses of the annual general meetings. The directors intend to be present and available to 
answer questions at this year’s annual general meeting. 

Accountability and financial control 
The board has overall responsibility for the systems of financial control. Implementation and 
maintenance of the financial control systems is the responsibility of the executive management. The 
board, through the audit committee, has reviewed the effectiveness of the systems of internal financial 
control for the accounting year, and the period to the date of approval of the financial statements, it 
should be understood, however, that such systems are designed to provide reasonable but not absolute 
assurance against material misstatement or loss. 

The company has an established framework of internal financial controls, the key features of which are 
as follows: 

Information systems 
The group operates a number of separate systems of financial and operational reporting to the board and 
senior management, based upon an annual budget and regular forecasts. Monthly, weekly and other 
periodic reports of actual results (financial and non-financial) together with key performance indicators 
are produced and discussed by the directors. 

Identification and evaluation of business risks and controls 
Management control is exercised at all levels of the group and is regulated by appropriate limits of 
authority. The directors have considered various areas of business risks and have developed appropriate 
policies to manage and diffuse those risks. These policies are reviewed in the light of known and 
perceived changes of the risks.    

Quality and integrity of personnel 
The group attaches high importance to the values of trust, honesty and integrity of personnel in 
responsible positions and operates a policy of recruitment and promoting suitably experienced personnel 
with clearly defined accountabilities. 

Investment appraisal 
All major capital expenditure is included in the annual budget and is reported on to the board. In 
addition, all potential and actual acquisition opportunities are regularly reviewed by the board, both in 
meeting and by ad hoc reports. 

Monitoring  
Given the size of the group and the close day-to-day involvement of the executive directors in all the 
group’s locations, no formal internal audit function is considered necessary. 

CHEONG CHIA CHIEH     HOR CHEE HONG 
Group Managing Director Executive Director 

12 June 2009
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INDEPENDENT AUDITORS’ REPORT  
TO THE SHAREHOLDERS OF REDHOT MEDIA INTERNATIONAL LIMITED 

We have audited the group and parent company financial statements (the “financial statements”) of 
RedHot Media International Limited for the year ended 31 December 2008, which comprise the 
consolidated and company income statements, the consolidated and company balance sheets, the 
consolidated and company statements of changes in equity, the consolidated and company cash flow 
statements and the related notes. These have been prepared in accordance with the basis and the 
accounting policies set out therein. 

This report is made solely to the company’s members, as a body, in accordance with applicable company 
law.  Our audit work has been undertaken so that we might state to the company’s members those matters 
we are required to state to them in an auditor’s report and for no other purpose.  To the fullest extent 
permitted by law, we do not accept or assume responsibility to anyone other than the company and the 
company’s members as a body, for our audit work, for this report, or for the opinions we have formed. 

Respective responsibilities of directors and auditors
The directors’ responsibilities for preparing the Annual Report and financial statements in accordance 
with applicable law and International Financial Reporting Standards, as adopted by the European Union 
(“IFRS”), are set out in the statement of directors’ responsibilities in the directors’ report.  

Our responsibility is to audit the financial statements in accordance with relevant legal and regulatory 
requirements and International Standards on Auditing (UK and Ireland). 

We report to you our opinion as to whether the financial statements give a true and fair view and are 
properly prepared in accordance with applicable company law. We also report to you whether, in our 
opinion, the information given in the directors' report is consistent with the financial statements. In 
addition, we report to you if, in our opinion, the company has not kept proper accounting records, if we 
have not received all the information and explanations we require for our audit, or if information specified 
by law regarding directors' remuneration and transactions with the company and other members of the 
group is not disclosed. 

We read other information contained in the Annual Report, as described in the contents section and 
consider whether it is consistent with the audited group financial statements. 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 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. It also includes an assessment of the significant 
estimates and judgements 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 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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INDEPENDENT AUDITORS’ REPORT  
TO THE SHAREHOLDERS OF REDHOT MEDIA INTERNATIONAL LIMITED 

Opinion
In our opinion: 

• the 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 and parent company’s affairs as at 31 December 2008 
and of the group’s profit for the year then ended and parent company’s loss for the year then 
ended;

• the information given in the directors’ report is consistent with the financial statements. 

UHY Hacker Young LLP 

Chartered Accountants 
Registered Auditors 

Quadrant House 
4 Thomas More Square 
London  E1W 1YW 
United Kingdom 

15 June 2009  
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INCOME STATEMENTS  
FOR THE YEAR ENDED 31 DECEMBER 2008 

GROUP COMPANY 
Notes 2008 2007  2008 2007 

RM’000 RM’000  RM’000 RM’000 
   

Revenue  22,390 19,295 - -
   

- - )022,21()301,11(  selas fo tsoC
    

Gross profit  11,287 7,075 - -
    

Other income  177 1,030 - -
Selling and distribution costs  (1,374) (1,477) - -
Administrative expenses  (6,115) (4,343) (460) -

   

Operating profit/(loss) 4 3,975 2,285 (460) -
   

Finance income 5 44 24 - -
Finance costs 6 (79) (18) - -

    
    

Profit/(loss) before taxation  3,940 2,291 (460) -
    

- - -)101( 7 noitaxaT
    

Profit/(loss) for the year  3,839 2,291 (460) -
     

Attributable to:     
Equity holders of the company  3,882 2,466  (460) -
Minority interests  (43) (175)  - -

     
938,3  2,291 (460) -

Earnings per share (Sen)   8 :
 38.637.01  cisaB   
 38.696.01  detuliD   

    
Net dividend per share (Sen)  - -  

The results shown above relate entirely to continuing and acquired operations. 
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BALANCE SHEETS 
AS AT 31 DECEMBER 2008 

 GROUP  COMPANY 
 7002 8002  7002 8002setoN 

 000’MR 000’MR  000’MR 000’MR  
       STESSA
       stessa tnerruc-noN

Property, plant and equipment 11 1,120 481  - -
- - 372,2518,3 21 stessa elbignatnI

Investments in subsidiaries 13 - -  24,429 -
- - 502,2758,31 41 lliwdooG

Available-for-sale investments  25 -  - -
- 924,42 959,4718,81  

Current assets    
- - 1122  seirotnevnI

Trade and other receivables 15 15,814 13,095  737 -
- - 005,1340,3 61 stisoped dexiF

Cash and cash equivalents 16 3,076 1,664  64 -
- 108 072,61559,12  

    
TOTAL ASSETS  40,772 21,229  25,230 -

    
EQUITY AND LIABILITIES    
Equity

- 945,21 030,5945,21 71 latipac erahS
- 101,3 079,2101,3 71 muimerp erahS

Share-based payments reserve 18 2,210 -  2,210 -
- 885 14)064,3(  sevreser rehtO

Retained earnings/(losses)  6,704 2,822  (460) -
Shareholders’ equity  21,104 10,863  17,988 -

- - 340,151  stseretni ytironiM
Total Equity  21,119 11,906  17,988 -

   
Current liabilities    
Trade and other payables 19 12,571 8,726  7,242 -

- - 795448,2 02 stfardrevo knaB
- - -22  elbayap noitaxaT
- 242,7 323,9734,51  

Non-current liabilities    
Provision for deferred consideration 14 4,210 -  - -

- - -6 7 noitaxat derrefeD
    

Total liabilities  19,653 9,323  7,242 -
   

TOTAL EQUITY AND LIABILITIES  40,772 21,229  25,230 -

The financial statements were approved by the Board of Directors on 12 June 2009 and signed on its behalf by: 

CHEONG CHIA CHIEH      HOR CHEE HONG 
Group Managing Director Executive Director 
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY 
FOR YEAR ENDED 31 DECEMBER 2008 

 rehtO erahS erahS erahS Retained Minority Total 
sevreseR desaB muimerP latipaC  Earnings/ Interests Equity 

   )sessoL(  stnemyaP   
Year ended 31 December 2008 RM’000 RM’000 RM’000 RM’000 RM’000 RM’000 RM’000 
At 1 January 2008:        
RedHot Media Group 5,030 2,970 - 41 2,822 1,043 11,906 

       
Shares issued prior to business 
combination: 

       

Company – on incorporation - - - - - - -
RedHot Media Group 1,039 11,207 - - - (1,000) 11,246 

       
Shares issued for 
business 
combination (note 13) 12,501 11,928 - - - - 24,429 

       

Adjustment for 
business combination (6,069) (14,177) - (4,183) - - (24,429) 

       

At 21 September 2008 – 
following business combination 12,501 11,928 - (4,142) 2,822 43 23,152 

       
Cost of share issues - (6,617) - - - - (6,617) 

       

Shares issued on exercise of share 
options (note 17) 48 - - - - - 48 

       

Translation differences of 
investments in foreign operations - - - 94 - 15 109 

       
Share-based payment charge (note 
18) - (2,858) 2,858 - - - -

       

Transfer on exercise of options - 648 (648) - - - -
       

Contingent consideration - - - 588 - - 588 
       

Profit for the year - - - - 3,882 (43) 3,839 
       

At 31 December 2008 12,549 3,101 2,210 (3,460) 6,704 15 21,119 

The group’s other reserves comprise the following: 

2008 
RM’000

2007
RM’000

Pooling of interest  - )381,4( evreser s
Contingent consideration to be settl  - 885 serahs fo eussi eht yb de
Currency translatio  14 531 evreser n

(3,460) 41 
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COMPANY STATEMENT OF CHANGES IN EQUITY 
FOR PERIOD FROM 12 JUNE 2007 TO 31 DECEMBER 2008 

 latoT rehtO deniateR erahS erahS erahS 
 ytiuqE sevreseR sessoL desaB muimerP latipaC 

    stnemyaP   
 000’MR 000’MR 000’MR 000’MR 000’MR 000’MR 

       
Period ended 31 December 2008       

      
At 12 June 2007 - - - - - -

Subscriber shares issued - - - - - -

Shares issued for business 
 combination (note 13) 12,501 11,928 - - - 24,429

Costs of share issues - (6,617) - - - (6,617)

Shares issued on exercise of 
share options (note 17) 48 - - - - 48

Share-based payment charge 
(note 18) - (2,858) 2,858 - - -

Transfer on exercise of options - 648 (648) - - -

Contingent consideration  
(note 14) - - - - 588 588

Loss for the year - - - (460) - (460)

At 31 December 2008 12,549 3,101 2,210 (460) 588 17,988
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CONSOLIDATED CASH FLOW STATEMENT 
FOR THE YEAR ENDED 31 DECEMBER 2008 

 YNAPMOC  PUORG 
 7002 8002  7002 8002 

 000’MR 000’MR  000’MR 000’MR  
Cash flows from operating activities      

-)064(  582,2 579,3 )ssol(/tiforp gnitarepo puorG
   

Adjustments for items not requiring an outflow of 
funds: 
Impairment of investments and intangibles - 202  - -
Loss on disposal of tangible assets 90 -  - -

-  - 088690,1 noitazitroma dna noitaicerpeD
Operating profit/(loss) before changes in working 
capital 5,161 3,465 (460) -

   
  :latipac gnikrow ni segnahC

-- 3)11( seirotnevni ni esaerced/)esaercnI(
Increase trade and other receivables (1,837)  (9,695)         (149) -
Increase in trade and other payables          165    4,864           625 -

-- )81( )97(             diap tseretnI
 - -  -)97(            elbayap sexat emocnI

Net cash from/(used in) operating activities 3,320 (1,357)  (16) - 
   

Investing activities 
--   )081,1(  )345,1(        stisoped dexif fo tnemecalP

Interest and dividends received               44  24  - -
Cash acquired on acquisition of subsidiaries 319  -  - -

- -  702         -                  stnemtsevni fo sesahcruP
Proceeds from disposals of property, plant and  
   equipment and software 47 14 - -
Payments to acquire property, plant and  
   equipment and software (3,164) (342) - -
Net cash used in investing activities        (4,297)   (1,277)          - - 

Financing activities 
Proceeds from issue of ordinary shares                48  -  48 -

-- 000,3- serahs ecnereferp fo eussi morf sdeecorP
Net cash from financing activities           48      3,000               48  - 

   
(Decrease)/increase in cash and cash equivalents           (929)         342              64 -
Effects of foreign exchange rate changes               94           41  - -
Cash and cash equivalents at 1 January           1,067         684                 -  - 

Cash and cash equivalents at 31 December              232      1,067              64 - 
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NOTES TO THE FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 31 DECEMBER 2008 

1 Accounting policies 

The principal accounting policies applied in the preparation of these financial statements are set 
out below. These policies have been consistently applied to all the years presented, unless 
otherwise stated below. 

1.1 Basis of preparation and parent company income statement
The financial statements are prepared under the historical cost convention and on a going concern 
basis.

These consolidated financial statements have been prepared in accordance with International 
Financial Reporting Standards, as adopted by the European Union (“IFRS”) and in accordance 
with applicable company law. The parent company’s financial statements have also been 
prepared in accordance with IFRS.  

The financial statements are presented in Malaysian Ringgits and all values are rounded to the 
nearest thousand Ringgits (RM’000) except when otherwise indicated.  The exchange rate of 
Malaysias Ringgits to Pounds Sterling at 31 December 2008 was £1 : RM5.0118 (RM1 : 
£0.1995). 
   

1.2 Basis of consolidation and comparative information presented
The consolidated financial statements incorporate the financial statements of the company and its 
subsidiary undertakings.  The financial information of the subsidiaries are prepared for the same 
reporting period as the parent company using consistent accounting policies. Intra-group sales, 
transactions and results are eliminated on consolidation.  

 Business combinations involving entities under common control 
The company acquired Redhot Media Group and its subsidiaries (“RHM”) by means of a share-
for-share exchange; this, under IFRS3 ‘Business Combinations’, has resulted in a business 
combination involving entities under common control, where no acquirer is identified. 

As the company acquired another company, by means of such a share-for-share exchange, 
resulting in a business combination involving entities under common control and where no 
acquirer is identified, the “pooling of interests” method of consolidation has been used. 
Therefore, the difference between the purchase consideration and the carrying value of the share 
capital and premium acquired is adjusted to equity and the comparative consolidated figures are 
stated on a combined basis. 

As these are the company’s first annual financial statements, there are no corresponding amounts.  
However, in order to provide meaningful comparative information, corresponding amounts have 
been prepared as if the company and hence the group had been in existence prior to the date of 
combination on 11 September 2008. The results shown in the consolidated income statement and 
the cash flows shown in the consolidated cash flow statement for the year ended 31 December 
2007 therefore consists of the results and cash flows of RHM for that year. The assets, liabilities 
and equity shown in the consolidated balance sheet as at 31 December 2007 therefore consists of 
the assets, liabilities and equity of the RHM as at that date.  

As these are the first accounts of the company, no comparative information exists for the 
company’s income statement, balance sheet, statement of changes in equity or cash flow 
statement. 
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NOTES TO THE FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 31 DECEMBER 2008 

1.2 Basis of consolidation and comparative information presented (continued)

 Business combinations involving entities not under common control 
Subsidiaries are entities over which the group has the power to govern the financial and operating 
policies generally accompanying a shareholding of more than one half of the voting rights. For 
business combinations involving entities not under common control, the consolidated financial 
statements have been prepared by using the principles of acquisition accounting (“the purchase 
method”) which includes the results of the subsidiaries from their date of acquisition. 

The cost of an acquisition is measured as the fair value of the assets given, equity instruments 
issued and liabilities incurred or assumed at the date of exchange, plus costs directly attributable 
to the acquisition. Identifiable assets acquired and liabilities and contingent liabilities assumed in 
a business combination are measured initially at their fair values at the acquisition date, 
irrespective of the extent of any minority interest. The excess of the cost of acquisition over the 
fair value of the group’s share of the identifiable net assets acquired is recorded as goodwill. 

All intra-group balances, transactions, income and expenses and profits and losses resulting from 
intra-group transactions are eliminated fully on consolidation. 

The gain or loss on disposal of a subsidiary company is the difference between net disposals 
proceeds and the Group's share of its net assets together with any goodwill and exchange 
differences.  

1.3 Goodwill
Goodwill represents amounts arising on the acquisitions of subsidiaries and is stated at cost less 
any accumulated impairment losses. Goodwill represents the excess of the cost of an acquisition 
of a subsidiary over the fair value of the net identifiable assets of the acquired subsidiary at the 
date of acquisition. Goodwill on acquisition of subsidiaries is included in intangible assets. 
Goodwill is tested annually for impairment and carried at cost less accumulated impairment 
losses. Any impairment on goodwill is recognised immediately in the income statement and is not 
subsequently reversed. Gains and losses on the disposal of a subsidiary include the carrying 
amount of goodwill relating to the subsidiary sold. 

Goodwill is allocated to cash generating units for the purpose of impairment testing. The 
allocation is made to those cash generating units or groups of cash generating units that are 
expected to benefit from the business combination in which the goodwill arose. 

1.4 Investments in associated undertakings
Companies, other than subsidiary undertakings, in which the group has an investment and over 
which it exerts significant influence but does not control, are treated as associated undertakings. 
Investments in associated undertakings are equity accounted and carried in the balance sheet at 
cost plus post-acquisition changes in the group’s share of net assets of the associate, less any 
impairment in value. 

When the group’s associates commence trading, the consolidated income statement will include 
the group’s share of the associates’ profit after tax. To the extent that losses of an associate 
exceed the carrying amount of the investment, the group discontinues including its share of 
further losses and the investment is reported at nil value. Additional losses are only provided if 
the group has an obligation to a third party. 
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NOTES TO THE FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 31 DECEMBER 2008 

1.5 Property, plant and equipment
Property, plant and equipment are stated at cost less depreciation. Depreciation is provided at 
rates calculated to write off the cost less estimated residual value of each asset over its expected 
useful life, as follows: 

Furniture and fittings  Straight line at 10% 
Office equipment  Straight line at 10% 
Computer equipment  Straight line at 20% 
Electrical fittings  Straight line at 10% 
Office renovation  Straight line at 20% 

 %03 ta enil thgiartS selcihev rotoM

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

Profits or losses on disposals of property, plant and equipment are determined by comparing 
proceeds with the carrying amount and are included in the income statement. 

Property, plant and equipment are reviewed for impairment losses whenever events or changes in 
circumstances indicate that the carrying amount may not be recoverable. An impairment loss is 
recognised for the amount by which the carrying amount of the asset exceeds its recoverable 
amount which is the higher of an asset’s net selling price and value in use. 

1.6 Investments
Investments in subsidiary companies are included in the parent company’s balance sheet at cost 
less provision for impairment in value. 

1.7 Intangible assets
Intangible assets include software purchase and development costs, copyrights and internet 
content providers licenses.  These assets are capitalised as intangible assets at cost, less 
accumulated amortisation oand impairment charges.  Amortisation is being charged on a straight 
line basis over 3 to 5 years. 

1.8 Impairment of assets
The group assesses at each reporting date whether there is an indication that an asset may be 
impaired. If any such indication exists, or when annual impairment testing for an asset is 
required, the group makes an estimate of the asset’s recoverable amount. An asset’s recoverable 
amount is the higher of an asset’s or cash-generating unit’s fair value less costs to sell and its 
value in use and is determined for an individual asset, unless the asset does not generate cash 
inflows that are largely independent of those from other assets or groups of assets. Where the 
carrying amount of an asset exceeds its recoverable amount, the asset is considered impaired and 
is written down to its recoverable amount. In assessing value in use, the estimated future cash 
flows are discounted to their present value of money and the risks specific to the asset. 
Impairment losses of continuing operations are recognized in the income statement in those 
expense categories consistent with the function of the impaired asset. 

1.9 Cash and cash equivalents 
Cash and cash equivalents are carried in the balance sheet at cost and comprise cash in hand, cash 
at bank, deposits held at call with banks, other short-term highly liquid investments with original 
maturities of three months or less. Bank overdrafts are included within borrowings in current 
liabilities on the balance sheet. For the purposes of the cash flow statement, cash and cash 
equivalents also include the bank overdrafts but does not include cash at bank that has been 
pledged as security for bank facilities. 
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NOTES TO THE FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 31 DECEMBER 2008 

1.10 Trade receivables 
Trade receivables are carried at original invoice amount less provision made for impairment of 
these receivables. A provision for impairment of trade receivables is established when there is 
objective evidence that the group will not be able to collect all amounts due according to the 
original terms of the receivables. The amount of the provision is the difference between the 
assets’ carrying amount and the recoverable amount. Provisions for impairment of receivables are 
included in the income statement. 

1.11 Leasing
Leases where a significant portion of the risks and rewards of ownership are retained by the 
lessor are classified as operating leases (e.g. property leases). Payments made under operating 
leases are charged to the income statement on a straight-line basis over the period of the lease.

1.12 Borrowings 
Borrowings are recognised initially at the proceeds received, net of transaction costs incurred. 
Borrowings are subsequently stated at amortised cost using the effective yield method; any 
difference between proceeds (net of transaction costs) and the redemption value is recognised in 
the income statement over the period of the borrowings. 

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. 

1.13 Deferred taxation
Deferred income taxes are provided in full, using the liability method, for all temporary 
differences arising between the tax bases of assets and liabilities and their carrying amounts in the 
financial statements. Deferred income taxes are determined using tax rates that have been enacted 
or substantially enacted and are expected to apply when the related deferred income tax asset is 
realised or the related deferred income tax liability is settled. The principal temporary differences 
arise from depreciation on property, plant and equipment and tax losses carried forward.  

Deferred tax assets relating to the carry forward of unused tax losses are recognised to the extent 
that it is probable that future taxable profit will be available against which the unused tax losses 
can be utilised.  

1.14 Equity instruments
Ordinary shares are classed as equity.  Costs directly attributable to the issue of new shares or 
share options are shown in equity as a deduction from the proceeds. 

1.15 Financial instruments
Financial instruments are recognised in the balance sheet when the group has become a party to 
the contractual provisions of the instrument.  

Financial instruments are classified as liabilities or equity in accordance with the substance of the 
contractual agreement. Interest, dividends, gains and losses relating to a financial instrument 
classified as liabilities, are reported as expenses or income. Distributions to holders of financial 
instruments classified as equity are charged directly to equity. Financial instruments are offset 
when the group has a legally enforceable right to offset and intends either to settle on a net basis 
or to realise the asset and settle the liability simultaneously.  
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NOTES TO THE FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 31 DECEMBER 2008 

1.16 Revenue
Revenue is recognized to the extent that it is probable that the economic benefits will flow to the 
Group and the revenue can be reliably measured. Revenue is measured at the fair value of 
consideration received or receivable net of any sales tax, returns, rebates or discounts and after 
eliminating sales with the group. Revenue is recognised as follows: 

Sales of advertising space, data base management, internet and other electronic commerce 
services - on the rendering of services 

 Commission received – when the right to receive payment is established 

Subscription fees - on the acceptance of services 

Software maintenance and management fees – on the accruals basis 

Financial planning, advisory fees and seminar fees – upon performance of services 

Business loan application service fees – upon client acceptance of the letter of offer and the 
execution of all the requisite loan and security documents to the satisfaction of the banks 

Insurance commission income – on the inception of insurance policies 

1.17 Financial income and expenses
Financial income comprises interest receivable on cash balances and deposits. Interest income is 
recognized when the right to receive payments is established. 

Financial expenses comprise interest payable on bank loans, finance lease charges and other 
financial costs and charges. Interest payable is recognised on an accrual basis. 

1.18 Foreign currency translation 
i) Functional and presentational currency 
Items included in the financial statements of each of the group’s entities are measured using the 
currency of the primary economic environment in which the entity operates (“the functional 
currency”). The consolidated financial statements are presented in Malaysian Ringgit (“RM”), 
which is the group’s functional and presentational currency. 

ii) 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. 

1.19 New IFRS standards and interpretations 
 At the date of authorisation of these financial statements, the following IFRS Standards, 
Amendments and Interpretations, which have not been applied in these financial statements, were 
in issue but not yet effective.  These new Standards, Amendments and Interpretations are 
effective for accounting periods beginning on or after the effective dates shown below: 

 etad evitceffE     
IFRS 8 Operating segments   1 January 2009 
IFRS 2 Share-based payments (Amendment)  1 January 2009 
IAS 23  Borrowing costs (Amendment)  1 January 2009 
IFRIC 13 Customer loyalty programmes  1 July 2008 
IFRIC 15 Agreements for construction of real estate  1 January 2009 
IFRIC 16 Hedges of a net investment in a foreign operation  1 October 2008 
IFRIC 17 Distributions of non-cash assets to owners  1 July 2009 
IFRIC 18 Transfers of assets from customers  1 July 2009 



REDHOT MEDIA INTERNATIONAL LIMITED 

  - 82 - 

NOTES TO THE FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 31 DECEMBER 2008 

1.19 New IFRS standards and interpretations (continued) 
The directors anticipate that the adoption of these Standards, Amendments and Interpretations in 
future periods will have no material impact on the financial statements except for additional 
disclosures on Operating Segments when IFRS 8 comes into effect for the year commencing on 1 
January 2009. 

2 Significant accounting judgements and estimates

The preparation of financial statements in conformity with IFRSs requires management to make 
judgements, estimates and assumptions that affect the application of accounting policies and the 
reported amounts of assets and liabilities, income and expenses. Judgements and estimates are 
continually evaluated and are based on historical experience and other factors, including 
expectations of future events that are believed to be reasonable under the circumstances. The 
resulting accounting estimates may differ from the related actual results. The estimates and 
assumptions that have a risk of causing material adjustment to the carrying amounts of assets and 
liabilities within the future financial years are as follows: 

Impairment of intangible assets 
Determining whether intangible assets are impaired requires an estimation of the recoverable 
amounts of estimated future cash flows expected to arise from the assets. 

Goodwill 
In arriving at the fair values of goodwill, the directors estimate the future consideration payable 
for the acquisitions where the final consideration is contingent upon future events or 
performance. Estimated future consideration is reviewed and accrued at each balance sheet date. 
The group follows the requirements of IAS 36 ‘Impairment of assets’ and tests goodwill annually 
to determine when goodwill is impaired (see accounting policy in note 1 above and goodwill in 
note 14 below). This determination requires significant judgment. In making this judgment, the 
group estimates the recoverable amount of the cash generating units to which goodwill has been 
allocated based on value-in-use calculations. The value-in-use calculations require the entity to 
estimate the future cash flows expected to arise from the cash generating units and a suitable 
discount rate in order to calculate present value. For the purpose of impairment testing, goodwill 
has been allocated to the company’s subsidiaries. The recoverable amount was determined based 
on value in use and was determined at the cash generating unit which is based on financial 
budgets approved by the directors using the following key assumptions: 
a) Cash flows are projected based on expected revenue to be generated from the existing 

business model; 
b) Inflation rate of 3% per annum after the third year of forecasts; 
c) A pre-tax discount rate of 7% to 8% 

The above key assumptions represent the directors’ assessment of the future outlook based on 
their best estimates and they believe that it is unlikely that any significant variation in the above 
assumptions would significantly affect the recoverable amount of goodwill. 

Deferred tax
The group estimates future profitability in arriving at the fair value of the deferred tax assets and 
liabilities.  If the final tax outcome is different to the estimated deferred tax amount the resulting 
changes will be reflected in the income statement, unless the tax relates to an item charged to 
equity in which case the changes in tax estimates will also be reflected in equity. 

Depreciation, useful lives and residual values of property, plant & equipment 
The directors estimate the useful lives and residual values of property, plant & equipment in order 
to calculate the depreciation charges. Changes in these estimates could result in changes being 
required to the annual depreciation charges in the income statements and the carrying values of 
the property, plant & equipment in the balance sheets.
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2 Significant accounting judgements and estimates (continued) 

Judgments
In the process of applying the group’s accounting policies, management has made the following 
significant judgments, apart from those involving estimations, which may have a significant 
effect on amounts recognized in the financial statements: impairment of assets (including 
receivables and property, plant and equipment). 

3 Segmental reporting  

A business segment is a group of assets and operations engaged in providing products or services 
that are subject to risks and returns that are different from those of other business segments. A 
geographical segment is engaged in providing products or services within a particular economic 
environment that are subject to risks and returns that are different from those of segments 
operating in other economic environments.  The group’s operating businesses are organised and 
managed separately according to the nature of products produced and services provided, with 
each segment representing a strategic business unit that offers different products and serves 
different markets. In the directors’ opinion the group has the following segments: 

Business segments -  two in 2008, being advertising and media space and financial services and 
only one business segment for 2007, being advertising and media space. 

Geographical segments – one geographical segment, being Far East (Malaysia and China). 

The business segment results for the year ended 31 December 2008 are as follows: 
Advertising
and Media 

Space
Financial
Services Other Total

RM’000 RM’000 RM’000 RM’000 
     

Revenue 21,720 670 - 22,390

Segment operating results 3,831 604 (460) 3,975
Net finance (costs)/income (35) - - (35)
Income tax expenses (89) (12) - (101)

Net profit/(loss) for the year 3,707 592 (460) 3,839
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3 Segmental reporting (continued) 

The segment assets and liabilities at 31 December 2008 and capital expenditure for the year then 
ended are as follows: 

Advertising
and Media 

Space
Financial
Services Other Total 

RM’000 RM’000 RM’000 RM’000 
Assets and liabilities: 
Segment assets 36,821 3,646 183 40,650
Unallocated assets - - 122 122

Total assets 36,821 3,646 305 40,722

Segment liabilities 13,672 1,590 175 15,437
Unallocated liabilities - - - -

Total liabilities 13,672 1,590 175 15,437

Other segment information: 
Capital expenditure 3,164 - - 3,164
Depreciation and amortisation 1,092 - 4 1,096

4 Operating profit/(loss)    
    

 ynapmoC  puorG  
 7002 8002  7002 8002  

 000’MR 000’MR  000’MR 000’MR  
      

The operating profit/(loss) is stated 
after charging: 

   

    
Auditors’ remuneration  200 32  165 -
Depreciation   240 124  - -
Amortization of intangible assets  856 756  - -
Impairment of intangible assets   - 77  - -
Development costs written off  - 117  - -
Loss on disposal of tangible assets  90 1  - -
Impairment of investment in 
associated undertakings - 100 - -
Rental expense  

– land and buildings 
– other

330 
10

729
4

-
-

-
-

Staff costs (excluding directors’ 
remuneration) (note 9) 3,452 3,710 - -

Directors’ remuneration  516 368  237 -
Foreign exchange losses  131 154  - -
Provision for doubtful debts  97 4  - -
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5 Finance income 
 ynapmoC  puorG  

 7002 8002  7002 8002  
 000’MR 000’MR  000’MR 000’MR  

      
Bank interest receivable  44 24  - -

6 Finance costs 
 ynapmoC  puorG  

 7002 8002  7002 8002  
 000’MR 000’MR  000’MR 000’MR  

      
Bank overdraft interest  79 18  - -

7 Taxation 

The tax charge is made up as follows: 
 ynapmoC  puorG  

 7002 8002  7002 8002  
 000’MR 000’MR  000’MR 000’MR  

   
Current taxation - Malaysian  35 -  - -
Current tax - Overseas  66 -  - -
Deferred taxation  - -  - -

   
-- -101  

The Group’s effective tax rate differs from the standard rate of corporation tax in Malaysia of 26% 
(2007: 27%) as follows: 

 ynapmoC  puorG  
 7002 8002  7002 8002  

 000’MR 000’MR  000’MR 000’MR  
      

Profit/(loss) before taxation  3,940 2,291  (460) -
       

Tax at the rate in Malaysia of 26% 
(2007: 27%) 1,024 618 (120) -

       
       :fo stceffe xaT

Income not subject to tax  (817) (7)  120 -
Income exempted on pioneer 
status inception (948) (710) - -
Expenses not deductible for tax 
purposes 739 169 - -
Deferred tax assets not recognised  (150) 80  - - 
Deferred tax liabilities not 
recognized under pioneer period 231 (178) - -
Permanent loss during the year  - 40  - -
Reduction in tax rate  22 (12)  - -
Total tax charge for year  101 -  - - 
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7 Taxation (continued) 

Deferred taxation 
 The deferred tax included in the balance sheet is as follows: 

 ynapmoC  puorG  
 7002 8002  7002 8002  

 000’MR 000’MR  000’MR 000’MR  
      

Capital allowance in excess of 
depreciation 6 - - -

   
 -- -6  

   
-- --  yraunaJ 1 tA

Arising on acquisition of subsidiary  6 -  - -
Recognized in income statement  - -  - -

   
At 31 December  6 -  - -

The key factors that may affect future tax charges include the ability to claim capital allowances 
in excess of depreciation, utilization of unrelieved tax losses and changes in tax legislation. The 
group expects to be able to claim capital allowances in excess of depreciation in future years 
based on its capital investment plans.

A subsidiary of the company, RH Media Group Sdn Bhd, was awarded the Multimedia Super 
Corridor (“MSC”) status by the Malaysian Government in 2008 under Section 4A of the 
Promotion of Investment Act, 1986. Statutory income of that company is therefore exempt from 
tax for 5 years.  

8 Earnings per share

 The basic earnings per ordinary share has been calculated using the profit for the financial year 
attributable to the company’s equity shareholders of RM3,882,000 (2007: RM2,466,000) and the 
weighted average number of ordinary shares in issue of 36,172,521 (2007: 36,129,480). 

 The weighted average number of shares in issue for 2008 and 2007 has been calculated on a 
“pooling of interests” accounting basis as follows: 

2008 2007 
Number of shares Number of shares 

   
   01 01 serahs noitaroprocnI 

 Number of ordinary shares issued by the company 
 on the share-for-share exchange on 11 September 2008 36,129,470 36,129,470 

 Number of ordinary shares issued by the company 
 - 742,041 egnahcxe erahs-rof-erahs eht retfa 
 __________ __________  

 084,921,63 727,962,63 deussi serahs fo rebmun lautcA 
 ========= =========  

 Deemed weighted average number of shares issued 36,172,521 36,129,480 
 ========= =========  
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8 Earnings per share (continued)

 For the purpose of calculating diluted earnings per share, the profit for the year attributable to 
company’s equity shareholders and the weighted average number of ordinary shares in issue during 
the financial year have been adjusted for the dilutive effects of all potentially dilutive ordinary 
shares, i.e. share options in issue at 31 December 2008. 

9 Employee information 

 The employee costs of the group, including directors’ remuneration, was as follows: 

 ynapmoC  puorG  
 7002 8002  7002 8002  

 000’MR 000’MR  000’MR 000’MR  
      

Wages and salaries  2,607 2,900  237 -
Pension contributions  243 202  - -
Social security costs  1,118 976  - -

     
- 732 870,4869,3  

 The number of employees, excluding directors, at the year end was as follows: 

 ynapmoC  puorG  
 7002 8002  7002 8002  

 rebmuN rebmuN  rebmuN rebmuN  
      

Office & administration  20 13  - -
Sales & marketing  55 29  - -
Media relations  14 6  - -
New media & database  8 3  - -
Biz support  3 3  - -

    
- - 45001  

10 Directors’ emoluments 

 ynapmoC  puorG  
 7002 8002  7002 8002  

 000’MR 000’MR  000’MR 000’MR  
      

Directors’ fees & salaries  516 368  237 -
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11 Property, plant and equipment 

Group Office 
renovation

Fixtures & 
fittings

Office & 
computer
equipment

Motor
vehicles 

Total

 000’MR 000’MR 000’MR 000’MR 000’MR 
Cost      
At 1 January 2007 21 71 298 - 390
Additions in 2007 59 - 158 124 341
Disposals in 2007                  -                  - (26)                  -               (26)

     
At 1 January 2008 80 71 430 124 705
Additions in 2008 280 216 288 - 784
Disposals in 2008 (21) (67) (160) - (248)
Arising from acquisition 
of subsidiaries 86 74 145 - 305
Exchange differences 7 - 4 - 11

At 31 December 2008 432 294 707 124 1,557

Accumulated depreciation
At 1 January 2007 7 14 90 - 111
Depreciation for 2007 16 7 76 25 124

  Disposals in 2007 - - (11) - (11) 

At 1 January 2008 23 21 155 25 224
Depreciation for 2008 73 27 115 25 240
Disposals in 2008 (14) (23) (74) - (111)
Arising from acquisition 
of subsidiaries 24 13 46 - 83
Exchange differences 1 - - - 1

At 31 December 2008 107 38 242 50 437

Net book values  
At 31 December 2008 325 256 465 74 1,120

At 31 December 2007 57 50 275 99 481
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12 Intangible assets 

 erawtfoS puorG
purchased and 

developed

Internet
content

provider
license 

Total

 000’MR 000’MR 000’MR 
Cost    

579,3 631938,3 7002 yraunaJ 1 tA
)591( -)591( 7002 ni tnemriapmI

   
087,3 631446,3 8002 yraunaJ 1 tA

Arising from acquisition of subsidiary 20 - 20
083,2 -083,2 8002 ni snoitiddA

081,6 631440,6 8002 rebmeceD 13 tA

Accumulated amortisation
038 32708 7002 yraunaJ 1 tA
)77( -)77( 7002 ni tnemriapmI
657 72927 7002 rof noitasitromA

905,1 05954,1 8002 yraunaJ 1 tA
658 72928 8002 rof noitasitromA

563,2 77882,2 8002 rebmeceD 13 tA

Net book values  
657,3 8002 rebmeceD 13 tA 59 3,815

372,2 68681,2 7002 rebmeceD 13 tA

Intangible assets are amortised over 3 to 5 years. The directors have assessed the carrying value 
of the intangible assets and in their opinion no provision for impairment is currently considered 
necessary. 

At 31 December 2008, the group had contracted commitments in respect of software 
development costs totalling RM1.1million. 
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13 Investments in subsidiaries and associates

   ynapmoC
     RM’000

Cost of shares acquired 
  -    7002 enuJ 21 tA

Acquisition of subsidiaries    24,429 
 _________     

  924,42    8002 rebmeceD 13 tA
     ========

At 31 December 2008, the company had the following subsidiaries: 

Subsidiary companies Nature of business Country of 
incorporation

Share
capital

held
Directly held:    
RH Media Group Sdn Bhd Holding company Malaysia 100% 
Ausscar Group Sdn Bhd Holding company Malaysia 100% 
Red Media Asia Ltd Media activities B.V.I. 100% 

 %001 .I.V.B seitivitca aideM dtL nc. anihC llA
Indirectly held:    
RedHot Media Sdn Bhd ¹ Media activities Malaysia 100% 
EPP Solution Sdn Bhd ¹ Media activities Malaysia 100% 
Hong Yue Media Advisory Ltd ¹ Media activities China 70% 
RedHot Media International (China) Ltd ¹ Media activities China 100% 
Wealth Pursuit Sdn Bhd ² Insurance agent Malaysia 100% 
Oscar Wealth Advisory Sdn Bhd ² Financial advisory Malaysia  70% 
Ausscar Capital Holdings Sdn Bhd ² Software development Malaysia  70% 

At 31 December 2008, the company had the following associated undertakings: 

Associated companies Nature of business Country of 
incorporation

Share
capital

held
RHC Tech Sdn Bhd ¹ Media activities Malaysia  30% 
Live at KL Sdn Bhd ¹ Media activities Malaysia  27% 

¹ Companies owned by RH Media Group Sdn Bhd
² Companies owned by Ausscar Group Sdn Bhd

The company’s costs of investments of RM24,429,000 shown above mainly consists of the cost of 
acquiring RH Media Group Sdn Bhd in September 2008 by means of a share-for-share exchange. 
For this purpose 36,129,470 ordinary shares of US$0.10 each were issued to the vendors of RH 
Media Group Sdn Bhd at a price of RM0.676 per share (see note 17). 

The two associated companies have only had minimal trading up to 31 December 2008. No 
amounts have therefore been presented in these financial statements for the share of their results as 
the amounts are insignificant. The costs of investments in these two associated companies was also 
minimal. 

The directors have assessed the carrying value of the investments in subsidiaries and in their 
opinion no provision for impairment is currently considered necessary. 
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14 Goodwill

Group
   2008 2007 

000’MR 000’MR   
Cost

 502,2 502,2  7002 yraunaJ 1 tA 
 - 256,11  snoitiddA 
 ________ ________   

 502,2 758,31  8002 rebmeceD 13 tA 
 ======= =======   

Additions to goodwill in 2008 arose on the acquisition of the following: 

a) RM1,922,000 on the acquisition of the Ausscar Group; and 
b) RM9,730,000 on the acquisition, by RedHot Media International (China) Ltd, of certain 

business assets of China MediaMart Information Technology Co. Ltd (“CMIT”), China 
MediaMart Advertising Co. Ltd. (“CMAD”) and In Motion Media & Ad Co. Ltd (“IMM”). 

Goodwill acquired in business combinations is allocated, at acquisition, to the cash generating 
units (“CGUs”) that are expected to benefit from the business combinations. The carrying 
amounts of goodwill has been allocated as follows: 

   2008 2007 
000’MR 000’MR   

 - 739,4  sessenisub TIMC dna DAMC
 - 297,4  ssenisuB MMI 
 - 935  dhB ndS yrosivdA htlaeW racsO
  - 96  dhB ndS gnidloH latipaC racsuA 
 - 513,1  dhB ndS tiusruP htlaeW 
 502,2 502,2  dhB ndS aideM toHdeR 
 ________ ________               

 502,2 758,31   
 ======= =======   

The group tests goodwill annually for impairment, or more frequently if there are indications that 
goodwill might be impaired.  

The recoverable amounts of the CGU’s are determined from value in use calculations. The key 
assumptions for the value in use calculations are those regarding the discount rates, growth rates 
and expected changes to selling prices and direct costs during the forecast period. Management 
estimated the discount rates of 7% to 8% using pre-tax rates that reflect current market 
assessments of the time value of money and the risks specific to the CGU’s. The growth rates are 
based on industry growth forecasts. Changes in selling prices and direct costs are based on past 
practices and expectations of future changes in the market. 

The group prepares cash flow forecasts derived from the most recent financial budgets approved 
by management and extrapolates cash flows based on an estimated growth rate of 3 per cent. after 
the third year of forecasts.  
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14 Goodwill (continued)

The assets and liabilities arising on the acquisitions of the Ausscar Group, CMAD, CMIT and 
IMM are as follows: 

 seulav riaf dna kooB 
Ausscar Group 

RM’000 

CMAD, CMIT 
& IMM 

RM’000 

Total

RM’000 
 222 62 691 tnempiuqe & tnalp ,ytreporP
 52 - 52 stnemtsevnI
 02 - 02 stessa elbignatnI
 288 12 168 selbaviecer rehto dna edarT
 913 39 622 knab dna hsaC
 )685,2( - )685,2( selbayap rehto dna edarT
 )6( - )6( noitaxaT
 )51( - )51( stseretni ytironiM

Fair values of net (liabilities)/assets acquired (1,279) 140 (1,139) 
 256,11 037,9 229,1 noitisiuqca no gnisira lliwdooG
 315,01 078,9 346 noitaredisnoc latoT
    

Total consideration was satisfied by:    
 270,5 270,5 - diap eb ot hsaC
 346 - 346 deussi eb ot seiraidisbus ni serahS
 897,4 897,4 - noitaredisnoc tnegnitnoc derrefeD
 315,01 078,9 346 
    

Net cash outflow arising from the 
acquisitions was as follows: 

   

 - - - noitaredisnoc hsaC
Cash and cash equivalents acquired (226) (93) (319) 

 )913( )39( )622( deriuqca hsac teN

Deferred consideration is payable on all three acquisitions made in the year based on future profit 
targets being reached by each business over the period 2008 to 2011. On the acquisition of the 
Ausscar group and CMAD & CMIT future consideration is payable as cash and for IMM future 
consideration is payable as a combination of both shares and cash. Based on currently estimated 
future expectations the directors are recognising the following as deferred consideration at 31 
December 2008: 

a) On the acquisition of CMAD & CMIT - RM1.32 million in cash 
b) On the acquisition of IMM - RM2.89 million in cash and RM0.588 million as shares to be issued 

in Red Hot Media International Limited 
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15 Trade and other receivables 

 ynapmoC puorG 
 8002 

RM’000 
2007 

RM’000 
2008 

RM’000 
2007 

RM’000 
    

 - - 815,8 367,21 selbaviecer edarT
Provision for impairment (97) (134) - - 

     
 - - 483,8 666,21 
 - 2 807,1 109 selbaviecer rehtO

Prepayments and accrued income 1,750 2,886 30 - 
Amounts due from subsidiary 
 undertakings - - 588 -
Amounts due from associated 
 undertakings 114 - - -
Amounts due from related  
undertakings 8 117 - -
Amounts due from directors 375 - 117 - 

     
15,814 13,095 737 - 

At 31 December 2008 the trade and other receivables outside their payment terms but not yet 
provided for are as follows: 

Amounts due from directors are interest free, unsecured and have no fixed terms of repayment. 

16 Cash and cash equivalents

Cash and cash and cash equivalents includes fixed deposits of RM3,043,000 pledged as security 
for bank borrowings. As these are pledged accounts they are not included in the cash and cash 
equivalents in the cash flow statement and are shown separately on the balance sheet. 

 - 2 666,4 300,7 smret tiderc nihtiW
Outside credit terms but not 
impaired: 

    

 - - 705 731 htnom 1-0 
 - - 068 783 shtnom 2-1 
 - - 950,4 040,6 shtnom 2 naht eroM 
     
 - 2 290,01 765,31 

 ynapmoC puorG 
 7002 8002 7002 8002 

 000’MR 000’MR 000’MR 000’MR 
    

 - 46 466,1 670,3 knab ta hsaC
 - - 005,1 340,3 stisoped dexiF
     
 - 46 461,3 911,6 
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17 Share capital and share options 

 8002   ynapmoC dna puorG
 000’MR   

  desirohtuA
 006,43  hcae 01.0DSU fo serahs yranidro 000,000,001
 ========    

Called up, allotted a    diap ylluf dn
  945,21  hcae 01.0DSU fo serahs yranidro 727,962,63

    ======== 

 The movements in issued share capital of the company from the date of incorporation to 31 December 
2008 and the related share premium arising was as follows: 

a)

The company was incorporated in the Cayman Islands on 12 June 2007 (registered number CT-
189079) with an authorised share capital of US$50,000 comprising 50,000 ordinary shares of 
US$1 each.  On incorporation one ordinary share was issued fully paid at par value of US$1.  On 
6 June 2008, by or pursuant to resolutions passed by the shareholders of the company at an 
extraordinary general meeting: 

• the authorised share capital of the company was increased from US$50,000 to 
US$10,000,000 by the creation of an additional 9,950,000 ordinary shares of par value 
US$1 each; 

• the company’s authorised share capital of US$10,000,000 divided into 10,000,000 
ordinary shares of par value US$1 each was subdivided into 100,000,000 ordinary shares 
of par value US$0.10 each;  

• the 1 existing issued and paid up ordinary share of par value US$1 in the capital of the 
company was subdivided into 10 ordinary shares of par value US$0.10 each; and 

On 11 September 2008, the company issued 36,129,470 ordinary shares of US$0.10 each in 
exchange for, and acquired, the whole of the issued share capital of RH Media Group Sdn. Bhd. 
at that date. These shares were issued at RM0.676 per share. The premium of RM11,927,959 on 
the issue of these shares has been credited to the company’s share premium account. 

In November 2008 140,247 share options were exercised at US$0.10 per share.  

Ordinary
shares of 
US$0.10 

Share
capital

nominal
value

Share
premium 

Number RM’000 RM’000 
    

Shares issued on incorporation (note a) 10 - - 
Acquisition of RH Media Group  36,129,470 12,501 11,928 

 - 84 742,041 snoitpo erahs fo esicrexE
 )728,8( - - seussi erahs fo stsoC
    
 101,3 945,21 727,962,63 8002 rebmeceD 13 tA
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17 Share capital and share options (continued) 

The details of share options outstanding at 31 December 2008 are as follows: 

18 Share-based payments  
   2008 2007 

 000’MR 000’MR   
Company and Group 

 The company and group recognised the following charge in    
 share issue costs in respect of share based payments made to 
 advisors for services provided: 

 - 858,2  egrahc 2 SRFI 
 =========== ==========   

The above charge for 2008 is based on the requirements of IFRS 2 on share-based payments. For this 
purpose, the weighted average estimated fair value for the share options granted was calculated using 
a Black-Scholes option pricing model.  The volatility measured at the standard deviation of expected 
share price return is based on the future expected volatility of the share price and has been calculated 
at 40%.  The risk free rate was 5%. The estimated fair values and other details which were processed 
into the model are as follows: 

Number of options Grant date Option price Fair value Expected exercise  

140,247 21 September 2008 5.62p  82.00p 21/09/08-21/09/13 
361,294 21 September 2008 5.62p  80.72p 21/09/08-21/09/13 
180,647 21 September 2008 5.62p  80.16p 21/09/08-21/09/11 

The company’s share price varied between 60p and 100p during the year. The closing share price 
at 31 December 2008 was 100p. 

Number of 
share options 

 881,286 doirep eht gnirud detnarG
 )742,041( doirep eht gnirud desicrexE
 - doirep eht gnirud despaL

 149,145 8002 rebmeceD 13 ta gnidnatstuo snoitpo erahS
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19 Trade and other payables

The trade and other payables principally comprise amounts outstanding for trade purchases and 
ongoing costs. The directors consider that the carrying value of trade and other payables 
approximates to their fair value. 

The normal trade credit terms granted to the Group ranges from 30 to 90 days. 

20 Bank overdrafts

The average interest rate per annum during the financial year for bank overdrafts was 7.88% 
(2007: 8.5%) per annum. 

The bank overdrafts are secured by the following: 

a) Fixed deposits of RM3,043,000 together with interest accrued thereon; 
b) Certificate of Guarantee from Credit Guarantee Corporation Malaysia Berhad under 

Enhancer Scheme for RM800,000; and 
c) Personal guarantee by one of the directors. 

 ynapmoC puorG 
 7002 8002 7002 8002 

 000’MR 000’MR 000’MR 000’MR 
    

- -573,4987,3 selbayap edarT
- -100,2954,7 selbayap rehtO

Amounts due to directors 44 16 - -
Amounts due to subsidiaries - - 7,067 -
Corporation tax payable 22 - - -
Accruals and deferred income 1,257 2,334 175 -

- 242,7627,8175,21 

 ynapmoC puorG 
 7002 8002 7002 8002 

Current liabilities: RM’000 RM’000 RM’000 RM’000 
    

- -795448,2 stfardrevo knaB
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21 Financial instruments 

Interest rate risk 
The group’s primary interest rate risk relates to short term interest bearing debt. 

The group manages its interest rate risks by placing such balances on varying maturities and 
interest rate terms. 

The effective weighted average interest rate of the cash at bank was 3.2%. 

Credit risk 
The group’s principal financial assets are receivables and cash at bank. 

The group’s credit risk is primarily attributable to its trade receivables. The amounts presented 
in the balance sheet are net of allowances for doubtful receivables, estimated by the group’s 
management. The group manages the exposures to credit risk by performing credit evaluations 
on all their major customers. 

The group has cash and bank balances and deposits placed with creditworthy licensed banks. 
The credit risk on liquid funds is limited because the counter parties are banks with high credit 
ratings.

Financial liabilities 
At 31 December 2008, the group had no debt, except for its bank overdrafts. 

Net fair value 
The net fair value of financial assets and financial liabilities approximates to their carrying 
amount as disclosed in the balance sheet and in the related notes. 

Currency risk
The functional currency and the majority of the group's operating activities is in Malaysian 
Ringgits and therefore, at this stage of the group’s development, currency risks are minimal. 

Financial risk management 
The directors recognise that this is an area in which they may need to develop specific policies 
should the group become exposed to further financial risks as the business develops. 

Capital risk management
The group considers capital to be its equity reserves.  At the current stage of the group’s life cycle, 
the group’s objective in managing its capital is to ensure funds raised meet its working capital 
requirements.

The group ensures it is meeting its objectives by reviewing its KPIs to ensure its activities are 
progressing in line with expectations, controlling costs and placing unused funds on deposits to 
conserve resources and increase returns on surplus cash held. 
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22 Financial commitments 

At the balance sheet date the Group had the following outstanding commitments for future 
minimum lease payments under non-cancellable operating leases, which fall due: 

 yrenihcam dna tnalP sgnidliub dna dnaL 
 7002 8002 7002 8002 

 000’MR 000’MR 000’MR 000’MR 
     puorG

61 61651213 raey eno nihtiW
47 85432864 sraey evif ot owt nI
09 47093087 

23 Related party transactions 

Compensation of key management personnel of the Group 
Key management personnel of the group are defined as those persons having authority and 
responsibility for the planning, directing and controlling the activities of the group, directly or 
indirectly.  Key management of the group are therefore considered to be the directors of the 
company.  There were no transactions with the key management, other than their emoluments.  
The remuneration of key management is set out below in aggregate for the categories specified in 
IAS 24 “Related party disclosures”. 

The following table summarizes remuneration paid to key management personnel: 

Group 
2008 2007 

RM’000 RM’000 
   

 863 615 stifeneb tnemyolpme mret-trohS

Further information about the remuneration of individual directors is shown in note 10 above and 
in the directors’ report. 

24  Control

 The company and group are controlled by its shareholders. No one shareholder has overall 
control. 

25 Events after the balance sheet date 

Subsequent to the year end the group was restructured to align its businesses in China under its 
Malaysian holding subsidiary RH Media Group Sdn. Bhd, and its Malaysian operating businesses 
under RedHot Media Group Sdn. Bhd. 
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