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Sport Media Group plc

Chairman’s Statement

The period being reported upon covers the 17 mpettod between 1 August 2008 and 31 December 200&s a
dramatic period for Sport Media Group (“Group”),daalso encompasses much of the recent crisis péoiothe
British economy. The Group has had a turbulent egpee, but has survived and is now profitable ancethly basis
at the operating profit level. There is still arsfgcant level of debt within the Group and debtvéging costs are a
major cost but | am delighted to report that oustdelders have agreed to extend their facilitiesl 31 March 2013,
which provides an important cornerstone to the ergaevelopment of the business. We have cut operses
significantly and continue to seek efficiencieshe Group, and we are working hard to increasemes® which is the
key to our future success. We have a stable pfatfovm which to build a strong position in our merlplace and are
optimistic that, through supportive debt holdemsdidated staff and interested shareholders, wdozdnforward to a
positive future.

In the extended reporting period to 31 Decembe®2@te Group generated revenue of £30.9m (12 maatBs July
2008: £29.4m) and a loss before tax after exceatibems of £29.2m (12 months to 31 July 2008: ©£58.2m). The
underlying loss before tax (excluding non-recurritggns, share option cost, bad debts, amortisati@himpairment)
was £0.4m (12 months to 31 July 2008: profit £6.4fe 5 month period to December 2009 showed ardtbtter
performance at the underlying profit level, prodigcan EBITDA of £551k.

Total net debt at the period end stood at £11.9inJi@y 2008: £10.4m). Debt provided by The RoyahiBaf
Scotland plc (“RBS”) comprised a revolving credicility of £3.9m, a loan of £2.5m (further detdislow) and an
invoice discounting facility standing at £1.3m la¢ tperiod end together with a further £0.1m ofbw@trowings. This
totalled £7.8m. Gold Group International (“GGI”)daRoldvale Limited, a company controlled by Davidllsan,
provided loans of £1.6m during the period to previditical finance to the Group, and we are gratefthem for their
support. Without this finance it is unlikely thaetGroup would have been able to continue to trade.

Deferred consideration with regard to the acquisinf Sport Newspapers, at the date of acquisaiwh in favour of
GGl, amounted to £5.0m. £2.5m is by way of an autding liability to GGI, which together with the .£in owed to
GGI and Roldvale Limited and the £7.8m owed to RESounts for the Group’s net debt position of £ai.The
remaining £2.5m of deferred consideration wasextttia the term loan from RBS for the same valwe.tke Group to
secure this loan GGI was required to maintain agehaf deposit for the same value and this will agmin place for
the duration of the term loan. The Group is payingrest to RBS for the loan of £2.5m and intetes&GI for the
charge of deposit it is maintaining.

The Group has two main operating divisions, Printd @igital; Print being the larger and incorporgtiSport
Newspapers Limited, publisher of the Daily and Syn&port newspapers. Print revenues, including rédirey, for
the period were £25.5m (12 months to 31 July 2@28.1m) and generated an underlying operating tpo6%£0.3m
(12 months to 31 July 2008: £2.4m).

In August 2008, at the beginning of the reportiegiepd, we were achieving circulation figures ofeuerage of 79,500
per day for the Daily, 51,000 for the Saturday &mg500 for the Sunday. In the period January tetdta2010
circulation has averaged around 73,700 for theyDd®,000 for the Saturday and 66,400 for the Sunlldhas been
widely reported that this has been a torrid time ffwst national newspapers, with falls in circatiand falls in
advertising revenues. Our advertising revenues baem arguably less impacted than most newspapense have
little advertising targeted at the residential,oaubtive or employment markets. Nonetheless, adiegtirevenues in
the period January to Easter 2010 are approximaly lower than in the same period in 2009. Oodpction costs
have been reduced and the paper is produced ligwar staff. This business is now stable and tabfe. However,
with unemployment likely to rise further, and feigrss of recovery in the sectors that employ oudees, the outlook
remains difficult. We believe that our newspapeodurct is much improved, with more news items, befigality
pictures and that it represents good value to eaders. However, the price war between the langel-tops” remains
a constraint on our revenue opportunities. We wihtinue to seek efficiencies, as well as selectharketing
opportunities to increase circulation.

The other division of the Group, the Digital Divisi should help us increase circulation, as thefregise in the
digital space, including mobile phones and therirge can be used to alert potential readers tcsrimmns and to
develop web products that can be monetised to asereevenues. We are the only National newspapiéeituK to
make revenues by giving away DVDs in our Sundayspaywer, thanks to our “lock 'n’ pay” technologydane are
experimenting with developing this technology imngays. Equally, the logic of combining the Digifaivision with
the newspaper that it uses to generate customarging persuasive. However, for the period underevgvthis
business suffered a very significant fall in revesiu Revenues in the entire adult industry haverfalramatically in
the last two years, as a consequence of “free"tadtdrnet content supported by advertising. Owitdi division,
which markets its products across various platfoinguding mobile and internet, and delivers pradisold over the
internet by traditional post, lost customers andgima as well as some key support contracts asdréet declined. In
the period the Digital Division achieved revenuéfm4m (12 months to 31 July 2008: £9.3m). Tlingstbn employs
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Chairman’s Statement

19 people, but costs have been reduced and theativis seeking further efficiencies. It has alseib developing new
products and initiatives. In particular the forroatiof Telecom2, a tier-2 level telecoms businesgchivnow provides
routing, aggregation and internet hosting serviodgse rest of the Group, as well as developingsianer base of its
own, further enhances the Group’s ability to legeraontent.

The Group is not in a position to resume payingdginds as yet, and we expect to use our net cawttdl reduce debt
as we believe that will deliver the greatest beriefour shareholders.

The new financial year has carried on much as wished 2009, albeit the bad winter weather impadieth

newspaper distribution and readers working in thigding sector. However, we are optimistic that @an trade the
business profitably and progressively reduce ot tte deliver enhanced value to our shareholdersvill continue

to explore all opportunities to achieve this.

David Bailey
Chairman
23 April 2010
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Chief Executive's Statement

The results are presented for the 17 month pewodlt December 2009. In August 2009, Telecom2 wasdd
following the acquisition of assets from a businieskquidation and results for the subsequent fivenths of trading
are included.

Trading
In the 17 months ended 31 December 2009 Group wvegenere £30.9m (12 months to 31 July 2008: £29.4m)

The Group recorded a loss before tax for the pedabd29.2m (12 months to 31 July 2008: loss £18.Zhte
underlying loss for the period excluding non-remgritems, share option cost, amortisation and impent was
£0.4m (12 months to 31 July 2008: profit £6.4m).

Total net debt at the period end stood at £11.9inJi@@y 2008: £10.4m). Debt provided by The RoyahiBaf
Scotland plc (“RBS”) comprised a revolving credicility of £3.9m, a loan of £2.5m (further detdislow) and an
invoice discounting facility standing at £1.3m la¢ tperiod end together with a further £0.1m ofb@towings. This
totalled £7.8m. Gold Group International (“GGI”)daRRoldvale Limited, a company controlled by Davidllisan,
provided loans of £1.6m during the period to previditical finance to the Group. Deferred consitlerawith regard
to the acquisition of Sport Newspapers, at the datcquisition and in favour of GGI, amounted ®@@n. £2.5m is
by way of an outstanding liability to GGI which &tger with the £1.6m owed to GGI and Roldvale Lédiand the
£7.8m owed to RBS accounts for the Group’s net geisition of £11.9m. The remaining £2.5m of defdrre
consideration was settled via the term loan fronSR& the same value. For the Group to secureldhis GGl was
required to maintain a charge of deposit for thaesaalue and this will remain in place for the dioma of the term
loan. The Group is paying interest to RBS for thanl of £2.5m and interest to GGI for the charge&egosit it is
maintaining.

Interest charges remain a significant burden on lbsiness and opportunities to improve the posittmough
profitable trading and debt repayment remain artyidor the directors. Interest charges in theigemwere £1.4m, (12
months to 31 July 2008: £0.3m).

Working capital

Cash generated from operations during the periclffa8m with a further £1.5m inflow from net finémg activities.
The Group ended the year with a cash position &80

Balance sheet

The carrying value of the Group’s goodwill and irdéble assets relate predominantly to the balaadssg on the
acquisition of Sport Newspapers Limited and Flipdideand encompass: newspaper mastheads, publisbirg &

imprints, trade marks & names, and customer reialigps & contracts. The principal assets of Flipdiewere

disposed of during the period and consequentlyctireying values of goodwill and intangible assetsravfully

impaired with a charge of £1m in the period. Theectiors assessed the carrying values of goodwill iatangible

assets of Sport Newspaper Limited through valugsi calculations as detailed in note 16. This ass&st resulted in
a full impairment of goodwill from its carrying wa of £18.0m and an impairment charge of £0.5mnag&itangible
assets. Amortisation and impairment charges fop#re®d amounted to £23.8m.

As a consequence of the impairment charges thepdras a negative net assets balance of £0.2m.

As detailed in the Chairman’s Statement, RBS, Gl Roldvale Limited agreed to extend the termdefrtexisting
facilities until 31 March 2013. At 31 December 2088se facilities were all reported as currentiliiéds as they were
due for repayment in November 2010. The extradhefbalance sheet below shows the reported positidna pro
forma presentation for the movement between ctrmed non-current liabilities had the agreed extendeen in
place at 31 December 2009 which has the effecdiiaing net current liabilities from £12.4m to 8.5
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Extract from the Consolidated Balance Sheet as atl3December 2009

Pro forma Actual
2009 2009
£'000 £000
Current assets 3,709 3,709
Total assets 19,767 19,767
Current liabilities
Trade and other payables 4,190 4,190
Short term borrowings 2,045 11,957
Current tax liabilities
6,235 16,147
Net current liabilities (2,526) (12,438)
Non-current liabilities
Long term borrowings 9,912 -
Deferred tax liabilities 3,835 3,835
13,747 3,835
Total liabilities 19,982 19,982
Net liabilities (215) (215)

Business review

2008/09 has seen a significant transformation @friS@dedia Group, as it tackled falling revenuesoasrall divisions,
guestion marks over its banking facilities and anprehensive restructuring of facilities and operai against the
backdrop of a depressed economic climate.

It has been a period of consolidation within theibess, with the priority being to minimise managatrdistractions
wherever possible to allow operational focus oncitwee publishing and digital businesses.

The restructuring that took place to secure thewah of banking facilities for the Group in ApriD@9 again saw
comprehensive cost savings and efficiencies actijealbeit with significant exceptional costs in@adr

Print Division
At the start of the period, the Print Division cisted of Sport Newspapers Limited, publisher of Bfzély and Sunday

Sport, Moresport Limited publisher of magazineeitand Flip Media Limited, publisher of Front magazwhich was
acquired in June 2008).

As a result of the operational restructuring, teeets of Flip Media Limited were disposed of inyJ2009, to allow
management to focus on the operational change#eedat the core newspaper business.

The newspaper suffered significant falls in botlesand advertising revenues in November 2008, whiarsened
over the Christmas 2008 period, and its loss-malkiagition resulted in the Group breaching one sfbiinking
covenants in January 2009.

During Q1 2009, the business undertook a compleerational review and was able to present and efelive
strategic and tactical changes necessary to rittomprofitability by July 2009. This involved thgrovision of loans to
the company of £1.6m from Roldvale Limited and Giisteturn for the issue of 9.68m options over oadynshares at
3.5p per share to David Sullivan and the appointraébavid Sullivan as Honorary Publisher of theoGp.

Headcount

The annual headcount cost removed from the busaeessresult of the restructuring amounted to £6igtkannum,
and these efficiencies were gained across the vihamess.

At period end the Group had 97 staff in employmé&ptn a high of 138 in October 2008 (31 July 20088).
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Editorial

Monthly content costs now average £130k, a rednaifi35% on pre-restructuring levels, and averagathly casual
staffing costs are now immaterial, compared taldkfin 2009.

Whilst circulation peaked in August 2009 the avemsagchieved in January to Easter 2010 of 73,70@h&Daily,
49,000 for the Saturday and 66,400 for the Sundayndine with budget.

We are currently assessing the establishment ataled studio facilities to further reduce conteosts in this area.
More importantly, this will allow us to significagtincrease the volume of wholly owned content witthe Group and
take greater advantage of opportunities for newmae streams driven by this content across aliophas.

Supply chain

Despite lower overall sales volumes the numbeetdilers selling the paper remains at c. 40,000dpgr Following

the business failure of Dawson News in August 2€89 wholesale market is now serviced by Smiths Nand

Menzies and is more streamlined as a consequeite Dawson News administration has exposed the éssito

£200k of bad debt and whilst this has been fullyvjated for, it remains unclear whether there wdldreturn of funds
against this from the administrator.

Cost savings within the distribution side of thesipess have been achieved through improved disitibeontracts
and renegotiated retail and wholesale terms.

As a result of the current sales levels, wasteldezee currently at 52% (Daily), 58% (Saturday) &6 (Sunday),
and are in line with our budget.

Advertising

Advertising revenues for the period were £10.7mrfighths to 31 July 2008: £9.1m) and currently rensaéble and
in line with budget.

Online

We now provide a full subscription-based electror@csion of the newspaper online, and althoughmees are small
in this area they are growing, and providing uswiseful data to tailor the future developmentathbour online and
printed offerings.

The introduction of our own studio facilities wilgnificantly improve the opportunity to provideatusive video and
still content online, to complement the printedguats.

Digital Division
The Digital Division’s revenues are derived prirhafrom the sale of adult content over a numberdiferent
platforms. However the rapid increase in usagiefadult ‘tube’ internet sites, offering free camitin an advertising

funded environment, along with lower average newspaales volumes, has had an adverse impact enues across
this division.

A reflection of the changing environment, Locked DYevenues overtook mobile content revenues fofitsetime in
October 2009, and, although the DVDs are profitathey provide a smaller margin revenue stream thabile
content.

The changes to the content stream being put irtoepin the Print Division will feed an improved piypof wholly-
owned content to the Digital Division to help regorate the mobile side of the business.

In reaction to this changing landscape, the Graupéd a new company, Telecom2 out of the liquidatd an
unconnected communications company, which has gheiroup a carrier-level (tier 2 grade) telecqmsvider and
internet service provider (ISP) for a small capitailay.

Telecom2 was formed in August 2009, and providdisteamination, routing and billing facilities td¢ Group and
third party customers (previously, all of the Graugglecoms termination and aggregation had todseedhrough third
parties). Its services include voice over interpettocol (VolP) and switchboard services, disconational and
international call routing, non-geographical (084f#)low-me (070) and other number services, ad aellSP-grade
hosting. Telecom2 employs two people and is areeéty low overhead business.

Utilising the services of Telecom2 across the Grbap generated advantages and these will continbe sought as
the business develops. A new billing engine has neen rolled out, a key milestone in allowing Tel®@ to compete
for business in this market.

In its first five months, Telecom2 contributed £846 revenues and recovered its setup costs.
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Cost control remains a priority across the Digalision, and savings achieved in January 2010. &0k per month
are helping to ensure this side of the businessiremprofitable and cash generative. The Digitalighon now
employs a total of 19 staff across its four comparf2008: 22).

Board changes

Following the restructuring activity in the earlamp of the period, and the improvements in repgrtimd structure
instigated by the current Chairman, David Baileyw@mced his intentions to step down to make wayafarew
Chairman to build on the solid foundation created drive the Group forward.

As previously announced, Martin Robinson joined Beeard in January 2010 as non-executive Deputy rBized, the
intention being for Martin to take up the Chairmtaipsfollowing the Group’s next annual general megtiDavid will
continue as a non-executive director and I'd likeake this opportunity on behalf of the boardharik David for his
efforts and | look forward to his ongoing contritoutt to the business.

At the same time, Rob Johnson, Managing DirectahefGroup’s Digital Division was appointed to theard as an
Executive Director.

Andrew Fletcher, CFO, left the business in July 208nd Neil Robertson, finance director of Sportsigapers
Limited, was appointed to the Board as Group Fiedbdicector in October 2009.

I now believe both the board and the business afkeplaced to take advantage of the opportunitieslable to us in
the coming year.

During what has been a challenging period | woilld to take the opportunity to thank our staff their ongoing
commitment and effort.

Outlook

Securing a consistent, high quality stream of l@stacontent for the business is now a priorityaaseans to leverage
our various technology platforms in the most adagebus way. The development of a studio to delveontent
archive as a core asset of the business opens wpalth of new revenue possibilities: from merchamdj to
syndication, web streaming to high quality videb.also paves the way for the development of in-Bogsl
management facilities to help us find, promote amate importantly monetise the stars of the futihilst the
outlook for advertising revenues, circulations aehsumers’ response to services remains poor, sitcesxclusive
content that allows us to innovate quickly andogfitly on current and future technology platformil help to secure
our future in an uncertain climate.

Andrew Fickling
Chief Executive Officer
23 April 2010
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Directors’ Report

The directors present their annual report on tferafof the Group and the parent company, togetlidrthe financial
statements and joint auditors' report, for the Bhtm period ended 31 December 20009.

Principal activities

Sport Media Group plc is the holding company ofirtegrated multi-media group which publishes thaday and
Daily Sport newspapers and digital content forrimé¢ and mobile phone channels.

The subsidiary undertakings principally affectihg profits or net assets of the Group in the yeatisted in note 5 to
the parent company financial statements.

Business review

The Company is required by the Companies Act toosétin this report a fair review of the busine$she Group
during the financial period ended 31 December 2808 of the position of the Group at the end ofybar and a
description of the principal risks and uncertaimfi@cing the Group. The information that fulfile#e requirements can
be found within the Chief Executive’s Statement ghd Directors’ Report. Included in the Chief Exioeis
Statement and the Directors’ Report are detailexgfected future developments in the business ofGitwmip and
details of the key performance indicators that rganzent use to monitor and assess the performaribe blisiness.

Details of significant events since the balancessbate are contained in note 26 to the finanté#éments.

Key performance indicators

During the period under review the Group has fodugeattention on financial and print metrics.dmhation on the
financial metrics of: revenue, gross margin, unded operating profit and EBITDA, trade receivahlgade payables
and cash/debt is contained within the notes tdittacial statements. Circulation and waste voluaresdiscussed in
the Chief Executive’s Statement.

Principal risks and uncertainties

There are a number of potential risks and unceitaginwhich could have a material impact on theupi® long-term
performance and could cause actual results tordifégerially from expected and historical results.

Regulatory

The majority of content distributed and promoted thye Group is subject to various regulations intipalar
PayPhonePlus’ Code of Practice in respect of a&immm rate charged telecommunications services,legidlation
regarding the distribution of sexually explicit ragal such as the Obscene Publications Acts 19861864. For the
Group to offer its current content it has to happraval from PayPhonePlus in respect of adult entiervices, reverse
billed SMS services and other premium rate telephservices. Whilst the Group currently has approfram
PayPhonePlus, if any material breaches occur thigsozal may be withdrawn which would prevent theo@r from
operating.

PayPhonePlus is an industry-funded regulatory bemty therefore self-interested. There is thereforéska that the
Government may legislate to remove self-regulatiord impose a statutory regime if self regulationdeemed
ineffective. Changes to the current regulatorymegimay be detrimental to the Enlarged Group.

Complaints may be brought to The Press Complaimsir@ission (“PCC”) (concerning the editorial conteriftthe
Enlarged Group’s newspapers) or to the AdvertiStendards Authority (“ASA”) (concerning advertisifay or in the
Enlarged Group’s publications). Neither the PCC ther ASA have the power to impose fines but thalihgs may be
published. Non compliance can lead to a referrahéoOffice of Fair Trading, who has the power ¢elscourt orders
(of their own volition or as a result of a compltjiagainst businesses who breach certain consumigction laws.

The newspaper is also exposed to issues relatitigetio and employs a legal team to proof-readpalblished content
specifically to protect against this risk.
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Competitor risk

In its digital media content business the Grouprafgs in a competitive market with significant pmotinnovations.

We are subject to the threat of our competitoradaing new products in our markets (including tpelating of their

existing product lines) before we make correspogdipdates and developments to our own range. cohikl render

our products and services out-of-date and couldltresloss of market share. To reduce this rigé,undertake market
research to ensure that our own products and ssreigntinue to meet the needs of our customersvaridvest in new
product development and securing new supplierioglstiips to ensure that we have products at vastages of the
product life cycle.

In the newspaper business competitor risk also festsiitself in price pressures which are usuatlyegienced in the
more developed markets. This results not onlyawrdvard pressure on our gross margins but alsbemisk that our
products are not considered to represent valuenfamey. Our sales teams therefore monitor markieepron an
ongoing basis.

Commercial relationships

The Group benefits from close commercial relatigmshvith a number of key customers and suppli€&amage to or
loss of any of these relationships could have actliand detrimental effect on the Group’s resuits, @as some of these
relationships span several markets, the impacvsihy one relationship can be material to the Grasig whole. To
manage this risk the Group continually monitorspsigp and customer views to ensure that we conttoumeet their
respective needs and members of the board meetndlitidual management from our strategic partrersat least an
annual basis.

Financing risk

The Group is heavily reliant on external providefslebt and the ongoing costs to service the debsignificant.
Agreements have been reached to extend the exfsitilgies through to 31 March 2013. In the ev&rbup trading
deteriorates significantly from that planned cdsiw$ may not be sufficient to meet the debt sengaiosts and the
Group will be at risk of breaching the covenantsoagted with the funding facilities. The director®nitor the
trading, cash and covenant measures on a montsiy. ba

Credit risk

The Group extends credit to wholesale distributodt aorporate advertising customers but not conswmstomers.
Credit is extended for various durations dependingustomer credit worthiness and industry custoch@actice for
the product or service. In the event that a custasn customers prove unable to meet payments iegrfall due we
will suffer adverse consequences. To manageitkighe Group continually monitors credit terms avatthiness.

Dividends

No dividends were paid during the period (2008 88,800). The directors recommend that no dividengaid in
respect of the financial period ended 31 Decembé82

Going concern

Having considered the Financial Reporting Coun€RC) guidance on going concern, the directors haade the

following assessment in the preparation of the ahreport and financial statements. The Group’snass activities,
the financial position of the Group, its cash flowguidity position and borrowing facilities todetr with the factors
likely to affect its future development, performanand position are set out in the Chief Executii&tatement on
pages 5 to 8 and the Directors Report on pagesl3.tdhe Group has a significant level of debt amthe medium

term is reliant on the debt facilities remainingplace. On 9 April 2010 RBS confirmed its agreemenéxtend its

committed term loan borrowing of £6.4m through tbMarch 2013. In conjunction with this GGl and Roltva
Limited agreed to extend their funding of £4.1nthie Group through to 31 March 2013. Amendmentsi¢oeixisting

agreements to reflect the extension date are diyfeging prepared and will be signed in due courssupport of the
application to RBS for the term loan extensiondirectors prepared monthly trading and cash flateshents for the
Group, reviewed the underlying assumptions in Hetadl subjected them to sensitivity analysis. Cqusatly, the

directors have an expectation that the Group hasjusde resources to continue in operational existdar the

foreseeable future. Accordingly, they continue dm@ the going concern basis in preparing the dnreport and

financial statements.
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Directors and their interests
Directors who served during the period, and subsetly) are as follows:

David Bailey, Non Executive Chairman

Martin Robinson, Non Executive Deputy Chairman @pged 28 January 2010)
Andrew Fickling, Chief Executive

John Maddock, Non Executive Director

Neil Robertson, Group Finance Director (appointédd2tober 2009)

Rob Johnson, Executive Director (appointed 28 Jyn2@10)

Nigel Blythe-Tinker Non Executive Director (resigned 10 November 2008)
Simon Hume-KendalNon Executive Director (resigned 6 January 2009)
Andrew Fletcher, Chief Financial Officer (resigr&al July 2009)

The directors who held office at the end of thaficial period have the following interests in sBastthe Company:

Ordinary Shares of 0.25p
31 December 2009 31 July 2008

Name of director Role

David Bailey Non-Executive Chairman 810,000 810,000
Andrew Fickling Chief Executive Officer 63,500 63,500
John Maddock Non-Executive Director 46,000 -
Neil Robertson Group Finance Director - -

Directors’ contracts

The Chief Executive has a rolling service contsith the Company which may be terminated by eitheaty with not
less than 12 months’ notice. Executive Director Rohnson has a rolling service contract with Né¢goLimited, a
Group company, which may be terminated by eithetypaith not less than 24 months’ notice. The Grdtipance
Director has a service contract with Sport Newspapénited which may be terminated by either pawtth not less
than 6 months’ notice. Non-executive directors hdeters of appointments, not service contractsiclwtare
terminable with 3 months’ notice.

Directors’ remuneration

Remuneration packages are prudently designed racgtmotivate and retain directors of the highbral needed to
maintain the Group’s position and to reward themefohancing value to shareholders. The performareasurement
of the executive directors and key members of sem@nagement and the determination of their anreralineration
package are undertaken by the Remuneration Conenitietails of which are set out in the Corporateré®imance
Statement.

The Company’s policy is that a proportion of thenumeration of the executive directors should bdoperance-
related. As described below, executive directoay marn annual incentive payments of up to 100%hef basic
salary together with the benefits of participatioishare option schemes.

The total amounts for directors’ remuneration wasdollows:

2009 2008

£'000 £'000

Emoluments 354 455
Short term money purchase pension contributions 40 42
394 497
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The following table provides details of the remwatim including pension contributions but excludgire options of
all the directors holding office at 31 December 200

17 month period to 31 December 2009 Year to 31 JuR008
Salary/ Salary

Fees  Benefits Bonus Pension Total /Fees Benefits Bonus Pension  Total

£'000 £'000 £'000 £000  £'000 £'000 £'000 £'000 £'000 £'000
Executive
Directors
A Fickling 160 16 36 212 178 - - 24 202
N Robertson 95 2 3 4 104 58 2 3 - 63
Sub-total 255 18 3 40 316 236 2 3 24 265
Non-Executive
Directors
D Bailey 57 - - - 57 10 - - - 10
J Maddock 21 - - - 21 8 - - - 8
Sub-total 78 - - - 78 18 - - - 18
Total 333 18 3 40 394 254 2 3 24 243

Directors’ share options

Aggregate emoluments disclosed above do not incimyeamounts for the value of options to acquidinary shares
in the Company granted to or held by the directors.

Sport Media Group plc operates approved and unapgrdiscretionary share option schemes for stathefGroup.
The Remuneration Committee decides which indivislustiould participate and the extent of their pgodigon.
Options granted under the approved schemes areatipraxercisable no earlier than three and no lditen ten years
from the date of grant. Options granted underuth@pproved schemes are normally exercisable n@e#rhn one
and no later than ten years from the date of gi@imhre options are awarded within the scheme sulbpect to HM
Revenue & Customs rules.

Both executive and non-executive directors can faatgd options under the unapproved scheme. Albaptare
issued with an exercise price equivalent to theeshece on the day of issue. No options are dsue discount. The
exercise of options is not dependent on performariteria.

All share options held by directors who served miyithe course of the period belonged to the dirsattho resigned

during the period. As a consequence of the ternteobption agreements a total of 822,218 optiapsdd during the
period and there are no share options held bytdireat 31 December 2009.

Directors’ share bonus plans
The Company has in place the following share sckeme

e the Executive Share Bonus Plan (‘ESBP’)

» the Executive Incentive Plan (‘EIP’)

» the Non-Executive Share Bonus Plan (‘NESBP’)
» the Non-Executive Incentive Plan (‘NEIP’)

The terms of the ESBP, EIP, NESBP and NEIP werewteh the Company’s AIM admission document da3ed
August 2007.
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Sport Media Group plc

Directors’ Report

As at 31 December 2009 directors retained thevatig rights to acquire shares:

Rights over shares

Director ESBP EIP Total

Andrew Fickling 484,257 1,210,644 1,694,901
Rob Johnson 484,257 1,210,644 1,694,901
Total 968,514 2,421,288 3,389,802

Shares awarded under the EIP and the NEIP arecsubjeontinuous employment with the Group and grenfince

conditions which must be satisfied over a three peaiod from the date of grant of rights. Perfaroe conditions are
based on a target share price on a sliding scaleeba £1.20 and £1.60 with 2.5 per cent vestingefach penny
increase in the share price. Subject to satisfaaif the defined performance criteria and to cardius employment
awards will vest in equal instalments on the fiset;ond and third anniversaries of the award.

The market price of the ordinary shares at 31 Déeer2009 was 5.50p and the range during the yearlwgp —
22.9p.

Directors’ indemnities

The Company has made qualifying third party indéynprovisions for the benefit of its directors whiwere made
during the year and remain in force at the dathisfreport.

Supplier payment policy

The Company'’s policy, which is also applied by @®up, is to settle terms of payment with suppliehen agreeing
the terms of each transaction, ensure that suppdier made aware of the terms of payment and &lyidiee terms of
payment. Trade creditors of the Group at 31 Deezr@b09 were equivalent to 43 (2008 — 57) day<ipases, based
on the average daily amount invoiced by suppliersngd the year.

Charitable and political contributions

During the year the Group made no charitable atipal contributions.

Provision of Information to Joint Auditors
Each of the persons who is a director at the titenithis Directors’ report is approved has confitrtret:

° so far as that director is aware, there is no eglerudit information of which the company and Gr@up’s
joint auditors are unaware; and

° that director has taken all the steps that oughitaiee been taken as a director in order to be aokeamy
information needed by the company and the Grougig guditors in connection with preparing theipoet
and to establish that the company and the Groopis auditors are aware of that information.

Joint Auditors

The joint auditors, Horwath Clark Whitehill LLP amatiwards, will be proposed for reappointment inoadance with
section 485 of the Companies Act 2006.

By order of the Board,

Andrew Fickling
Chief Executive Officer
23 April 2010
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Sport Media Group plc

Corporate Governance Statement

The Board is accountable to the Company’'s sharemlfbr good governance and this statement deschibe the
relevant principles of governance are applied éo@noup. As an AIM listed company Sport Media Gralc is not

required to comply with the provisions of the 2@08mbined Code on Corporate Governance (“the CordbGule”)

and the current size of the Group means that fothgdiance with the provisions of the Combined Caslenot

practicable. Nevertheless, the directors belibe¢ good corporate governance is essential anihdnaensidered the
provisions of the Code, set out below those priesigvhich the Group has adopted since incorporatimhthe way
they have been applied.

The Board

The Board is responsible to the shareholders fiptioper management of the Group. There is a fsateedule of
matters reserved for decision by the Board inclgdiverall strategy, business planning, acquisitem the approval
of major items of capital expenditure, divestmemeyiewing trading performance during the year,jewing the
Group’s system of internal controls and risk mameegye, approving the terms of reference of Board rodtees,
approving appointments to the Board and appointn@nthe Company Secretary and approving directors’
remuneration and the remuneration policy of the famy. This ensures that it maintains full and @fe control
over appropriate strategic, financial, organisatl@nd compliance issues.

All directors are given full and free access toralevant information and are able to take indepantegal and other
professional advice, if required, at the Compameygense.

At the period end the Board comprised two execudivectors and two non-executive directors inclgdime Chairman
of the Board. The names of these directors arewgeh the Directors Report on page 11. The nageetive directors
bring a wide range of business and sector expezigacthe Board’s discussions and decision makind are
considered by the Board to be independent of manegeand free from any business or other relatipnitat could
materially interfere with the exercise of indepemtdedgment.

Any director appointed since the last AGM is reqdirto stand for election at the next AGM followitigeir
appointment. In addition, each year one thirchefdirectors holding office since the last AGM erquired to seek re-
election at the next AGM.

Board Committees

The Board delegates certain specific respons#slito Committees which have been formally constitiand have
clearly defined terms of reference. During theigubthe Board had two sub-committees, a Remuner&immmittee
and an Audit Committee both of which consist oftiivree non-executive directors.

The Committees’ members as at the date of thisrtegge David Bailey (Chairman), Martin Robinson adwhn
Maddock.
The Remuneration Committee is responsible for:

* Ensuring the maintenance of a company wide remtinargystem

¢ Reviewing and recommending to the Board any chaimg@isectors’ remuneration and conditions of segvi
e Authorising changes in remuneration or the ternts@mnditions of employment of senior staff; and

* Recommending to the Board proposals for new bocdlsrses
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Sport Media Group plc

Corporate Governance Statement

The Audit Committee is responsible for:

» Reviewing the annual report and accounts and mtstatement before they are presented to the Board

* Monitoring the Group'’s internal financial controé&g;counting policies and financial reporting,

» Reviewing the appointment and remuneration of ttieraal joint auditors, their cost effectivenesglépendence
and objectives; and

« Deciding the scope of the non audit services pexvidly the external joint auditors.

The Audit committee has recommended to the Boaat Horwath Clark Whitehill LLP and Edwards be reaipped
as joint auditors at the next AGM.

Appointments to the Board

Appointment of executive and non executive directerundertaken by the Board as a whole as thedBuelreves that
the Company'’s size does not merit the creationsgfpmarate Nominations Committee.

Internal control

The Board has overall responsibility for the Graupystem of internal control and for reviewing éfectiveness.
Such a system is designed to manage rather thaamate risk and can only provide reasonable andabsblute
assurance against material misstatement or loss.

The role of management is to implement Board pedi@n risk and control. The key elements of theu@minternal

control are:

e a clearly defined management structure and detagadf authority to committees of the Board, headls o
department and individual business divisions;

* regular and comprehensive information provided tanagement, covering financial performance and key
performance, including non-financial measures;

» adetailed budgeting process which is approvedéyBbard;

» procedures for the approval of capital expenditure business acquisitions; and

¢ monthly monitoring and re-forecasting of resultssus budget, with analysis, investigation and actaken in
relation to variances.

Relations with shareholders

The Company endeavours to maintain regular comratiaits with shareholders through RNS announcemeiatshe
Group’s website and by direct contact with its meaghareholders. The Board values the views of siedders and
maintains a regular dialogue with investment funanagers, other investors and equity analysts tarerthat the
investing community receives a consistent viewhefGroup’s performance.

The Company’s website includes an investor relatgection and copies of company announcements,a\fiteports
and Interim Statements are available from the websihe Board uses the AGM to communicate witlskzdireholders
and they are given the opportunity to questionGhairman.
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Sport Media Group plc

Statement of Directors’ Responsibilities

Group

The directors are responsible for preparing theu&hiReport and the financial statements. Compawyréquires the
directors to prepare such financial statementsthedlirectors are required by the Rules of AIM tepare financial
statements for the Group in accordance with Intenal Financial Reporting Standards (IFRS).

International Accounting Standard 1 requires thaarfcial statements present fairly for each finahgiear the
Company’s financial position, financial performareed cash flows. This requires the faithful repreation of the
effects of transactions, other events and conditioraccordance with the definitions and recognitidteria for assets,
liabilities, income and expenses set out in theerhdtional Accounting Standards Board’s ‘Framewok the
preparation and Presentation of Financial Stateshentn virtually all circumstances, a fair presaiin will be
achieved by compliance with all applicable Inteiorzal Financial Reporting Standards. Directorsadse required to:

properly select and apply accounting policies;
present information, including accounting policies,a manner that provides relevant, reliable, caraple
and understandable information; and
° provide additional disclosures when compliance wite specific requirements in IFRS is insufficigat
enable users to understand the impact of partidtéasactions, other events and conditions on thigy's
financial position and financial performance.
After making enquiries, the directors have formejdidgement, at the time of approving the finansiatements, that
there is a reasonable expectation that the Grospabaquate resources to continue in operationatege for the

foreseeable future. For this reason the direatorginue to adopt the going concern basis in piegahe financial
statements.

Parent Company

The directors are responsible for preparing thee®ars' Report and the financial statements in ra@eswe with
applicable law and regulations.

Company law requires the directors to prepare fir@rstatements for each financial year. Under lidatthe directors
have elected to prepare the financial statemenésdordance with United Kingdom Generally Accepfetounting
Practice (United Kingdom Accounting Standards) apglicable law.

Under company law the directors must not approeefithancial statements unless they are satisfiatlttiey give a
true and fair view of the state of affairs of thempany and of the profit or loss of the companytfat period. In
preparing these financial statements, the direcgsequired to:

select suitable accounting policies and then aftygyn consistently;
make judgments and accounting estimates that asemable and prudent;
state whether applicable UK Accounting Standardehzeen followed, subject to any material depasture
disclosed and explained in the financial statememtd
° prepare the financial statements on the going eanbasis unless it is inappropriate to presume tiheat
company will continue in business.
The directors are responsible for keeping adeqaeteunting records that are sufficient to show arplain the
company's transactions and disclose with reasorsduaracy at any time the financial position of twmpany and
enable them to ensure that the financial statenzamtgply with the Companies Act 2006. They are atsponsible for

safeguarding the assets of the company and hentaking reasonable steps for the prevention anectien of fraud
and other irregularities.
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Sport Media Group plc
Independent Joint Auditors’ Report to the Shareholders of Sport Media Group plc

We have audited the financial statements of Spatiil Group pldor the period ended 31 December 2009 which
comprise the Consolidated Income Statement, thes@iolated Balance Sheet, the Consolidated Cash Statement,
the Consolidated Statement of Changes in Equitytleadelated notes numbered 1 to 28.

The financial reporting framework that has beenliagdpin their preparation is applicable law andemational
Financial Reporting Standards (IFRSs) as adoptatid{uropean Union.

This report is made solely to the company's memiessa body, in accordance with Chapter 3 of Parbflthe
Companies Act 2006. Our audit work has been unkiemtao that we might state to the company's membesse
matters we are required to state to them in ant@enslreport and for no other purpose. To the $tilextent permitted
by law, we do not accept or assume responsibditgrtyone other than the company and the compamyisbers as a
body, for our audit work, for this report, or fdvet opinions we have formed.

Respective responsibilities of directors and joinauditors

As explained more fully in the Statement of DirestdResponsibilities, the directors are respondiri¢he preparation
of the financial statements and for being satistteat they give a true and fair view. Our respoifigilis to audit the

financial statements in accordance with applicdale and International Standards on Auditing (UK dneland).

Those standards require us to comply with the AugliPractices Board's Ethical Standards for Auditor

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amt®@nd disclosures in the financial statementficgiit to give
reasonable assurance that the financial stateraeatfree from material misstatement, whether calisettaud or
error. This includes an assessment of: whetheat¢kheunting policies are appropriate to the compatigtumstances
and have been consistently applied and adequaistjosed; the reasonableness of significant aceuymstimates
made by the directors; and the overall presentatidahe financial statements.

Opinion on financial statements
In our opinion, the group financial statements:

e give a true and fair view of the state of the Grewgffairs as at 31 December 2009 and of its fosghe
period then ended;

» have been properly prepared in accordance with $Fi8Sadopted by the European Union; and
* have been prepared in accordance with the requirsnoé the Companies Act 2006.
Emphasis of Matter — going concern

In forming our opinion on the financial statementdhich is not qualified, we have considered thegadey of the
disclosure made in note 2 to the financial statéseoncerning the Group's ability to continue ampiamg concern and
we consider this should be drawn to your attention.

Opinion on other matter prescribed by the Companie#\ct 2006

In our opinion the information given in the DirergbReport for the financial period for which theancial statements
are prepared is consistent with the financial statgs.

Matters on which we are required to report by excetion

We have nothing to report in respect of the follagvimatters where the Companies Act 2006 requirde vsport to
you if, in our opinion:

» certain disclosures of directors' remuneration ifigelcby law are not made; or

» we have not received all the information and exglimms we require for our audit.
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Sport Media Group plc

Independent Joint Auditors’ Report to the Shareholders of Sport Media Group plc

Other matter

We have reported separately on the parent compaapdal statements of Sport Media Group plc far geriod
ended 31 December 2009.

Richard Baker Adrian Stevens

Senior Statutory Auditor Senior Statutory Audito
For and on behalf of For and on behalf of
Horwath Clark Whitehill LLP Edwards

Statutory Auditor Statutory Auditor
Walsall Aldridge

23 April 2010
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Sport Media Group plc

Consolidated Income Statement - Period ended 31 Dsober 2009

Revenue
Cost of sales

Gross profit
Administrative costs

Underlying operating (loss)/profit*

Depreciation
Finance incomr
Finance cos

Underlying (loss)/profit before tax**

Share based payment charges
Reorganisation and re-launch charges
Negative goodwill on acquisitions
Amortisation of intangibles
Impairment of goodwill and other
intangibles

Non-recurring operating expenses

Loss before tax
Taxation credit

Loss for the period from continuing
operations

Loss/(Profit) attributable to minority
interests

Loss for the period attributable to equity

holders of the parent

Earnings per share:
Basic loss per share
Adjusted (loss)/earnings per share

Diluted loss per share

Note

10

11

13

13

13

17 month
period Year to
ended 31 July
31 December 2008
2009
£'000 £'000
30,937 29,394
(25,627) (16,095)
5,310 13,299
(5,750) (6,865)
(440) 6,434
(208) (225)
38 10z
(1,638 (309
(2,248) 6,003
(1,613) (1,026)
- (1,489)
- 279
(2,000) (1,316)
(21,827) (20,676)
(1,476) -
(29,164) (18,225)
2,508 191
(26,656) (18,034)
13 (65)
(26,643) (18,099
(27.38)p (19.87)p
(2.29)p 5.72p
(27.38)p (19.87)p

* Operating (loss)/profit before non-recurring itgnamortisation and impairment of intangibles, shzased payment

charges, interest and taxation

** (Loss)/Profit before tax and non-recurring iten@mortisation and impairment of intangibles andrshbased

payment charges
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Sport Media Group plc

Consolidated Statement of Changes in Equity - Pertbended 31 December 2009

Share Share Other Retained Total
capital premium reserves earnings equity
account

Note £'000 £'000 £'000 £'000 £'000

Balance at 31 July 2007 96 1,187 100 3,401 4,784
Loss for the year - - - (18,099) (18,099)
Share-based payments 24 - - - 1,026 1,026
Total recognised income and expense - - - (17,073) (17,073)
Dividends 12 - - - (3,480) (3,480)
Issue of share capital 23 146 43,554 - - 43,700
Cost of shares issu 23 - (3,204 - - (3,204
Balance at 31 July 2008 242 41,537 100 (17,152) 24,727
Net loss for the period - - - (26,643) (26,643)
Share-based payments 24 - - - 1,613 1,613
Total recognised income and expense (25,030 (25,030()
Issue of share capital 23 5 - - - 5
Balance at 31 December 2009 247 41,537 100 (42,182) (298)

There are no items of recognised income and expmhse than the loss for the period.



Sport Media Group plc

Consolidated Balance Sheet -

Non-current assets

Property, plant and equipment
Indefinite lived assets

Customer relationships and contracts
Goodwill

Other intangible assets

Investment

Deferred tax asset

Current assets

Inventories

Trade and other receivables
Cash and cash equivalents

Total assets

Current liabilities

Trade and other payables
Short term borrowings
Current tax liabilitie

Net current liabilities

Non-current liabilities
Deferred tax liabilities

Total liabilities

Net (liabilities)/assets

Equity

Share capiti

Share premium account

Other reserves

Share option reserve

Retained earnings

Equity shareholders’ (deficit)/funds
Minority interests

Total equity

The financial statements were approved by the boémirectors and authorised for issue on 23 Ap@LO.

were signed on its behalf by:

Andrew Fickling
Chief Executive Officer

as at 31 December 2009

2009 2008
Note £000 £000
15 163 286
16 10,517 11,452
16 1,774 3,102
16 200 18,194
16 1,617 3,390
- 3
21a 1,787 430
16,058 36,857
18 89 102
19 3,352 6,812
19 268 534
3,709 7,448
19,767 44,305
20 4,190 4,066
20 11,957 10,430
16,147 14,496
(12,438) (7,048)
21b 3,835 4,986
3,835 4,986
19,982 19,482
(215) 24,823
23 247 242
41,537 41,537
100 100
24 2,707 1,094
(44,889) (18,246)
(298) 24,727
83 96
(215) 24,823

They
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Sport Media Group plc

Consolidated Cash Flow Statement - Period ended ¥lecember 2009

Cash flows from operating activities

Underlying (perating(loss)profit

Adjustments for:
Decrease in trade and other receivables
Decrease/(increase) in inventories
Increase/(decrease) in trade & other payables
Profit on disposal of investment

Cash generated from operations before non-recurring
costs

Reorganisation and re-launch costs

Non-recurring items

Cash generated from operations

Interest receive

Interest paid

Other finance charges
Income taxes received/(paid)

Net cash generated from operating activities

Cash flows from investing activities

Acquisitions of subsidiaries net of cash acqt
Purchase of property, plant and equipment
Proceeds from disposal of property, plant and egaig
Purchase of intangible assets

Capitalised development expenditure
Sale/(purchase) of trade investment

Net cash used in investing activities

Cash flows from financing activities

Cash proceeds from issue of share capital
Share issue costs settled in cash
Proceeds from new borrowings
Repayment of borrowings

Payment of equity dividends

Net cash from financing activities

Net decrease in cash and cash equivalents
Cash and cash equivalents at beginning of period

Cash and cash equivalents at end of period

17 month Year to
period ended 31 July
31 December 2008

2009
£'000 £'000
(440 6,43¢
3,094 2,484
13 (62)
123 (1,806)
- (106)
2,790 6,944
- (1,489)
(1,476) -
1,314 5,455
38 1023
(1,373) (309)
(265) -
372 (1,015)
86 234
- (47,25¢€)
(106) (83)
17 -
(2,797) (2,063)
- (1,304)
- 356
(1,886) (50,350)
5 41,100
- (604)
1,959 8,500
(430) (570)
- (3,480)
1,534 44 ,94¢
(266) ,1(0)
534 1,704
268 534
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Sport Media Group plc

Notes to the Consolidated Financial Statements - Red ended 31 December 2009

1. General information

Sport Media Group plc (*SMG”) is the integrated trahedia group which publishes the Sunday and Dagprt
newspapers and digital content for internet andilaghone channels.

The Group was established in 1999 and on 5 Septe@@/ the Group completed the acquisition of Sport
Newspapers Limited for £50m.

Sport Media Group plc is the Group's ultimate pampany. It is incorporated and domiciled in Grstain.
The address of Sport Media Group plc's registeféceds 19 Great Ancoats Street, Manchester, MBU 4vhich
is also the Group’s principal place of businesstbgr with 26 Thames Road, Barking, Essex IG11 &lfort
Media Group plc's shares are listed on the Alvhefltondon Stock Exchange.

The consolidated financial statements of SMG aesgmted in thousands of pounds sterling, whicHsis the
functional currency of the Group.

These financial statements were authorised foeibsuthe board of directors on 23 April 2010.

2. Basis of accounting and significant accountingglicies
Basis of accounting

The consolidated financial statements have beepaped in accordance with International Financiapéténg
Standards (IFRSs) as adopted for use in the Eundgason, and those parts of the Companies Act 2Qf8icable
to companies reporting under IFRS. The financiateshents for the year to 31 July 2008 were prepared
accordance with IFRSs for the first time with ansiéion date of 1 August 2006. The parent compamgntial
statements on pages 52 to 61 have been preparaatp because they are prepared under UK GAAP.

The consolidated financial statements have beguaped under the historical cost convention exdegitthey have
been modified to include the presentation of centain-current assets/ financial assets and liegslét fair value.

The Company extended its accounting period end a8l December to report on a calendar year babEise
consolidated financial statements have been prdpéoe the 17 month period to 31 December 2009. The
comparative results are the consolidated resultstfe 12 month period to 31 July 2008 and not elytir
comparable.

The measurement bases and principal accountingig®bf the Group are set out below.

Going Concern

Having considered the Financial Reporting CourfeRC) guidance on going concern, the directors imaade the
following assessment in the preparation of the ahmaport and financial statements. The Group’sinass

activities, the financial position of the Grous dash flows, liquidity position and borrowing fit@s together with
the factors likely to affect its future developmepérformance and position are set out in the Chiefcutive’s

Statement on pages 5 to 8 and the Directors Repaoages 9 to 13. The Group has a significant lefzdebt and
in the medium term is reliant on the debt facifiti|emaining in place. On 9 April 2010 RBS confirmi¢sl

agreement to extend its committed term loan bomgvaf £6.4m through to 3¥Warch 2013. In conjunction with
this GGI and Roldvale Limited agreed to extendrtfignding of £4.1m to the Group through to 31 Ma&fi3.

Amendments to the existing agreements to reflecetiension date are currently being prepared dhtensigned

in due course. In support of the application to RB6the term loan extension the directors prepanemthly

trading and cash flow statements for the Groupieresd the underlying assumptions in detail andestibf them
to sensitivity analysis. Consequently, the dirextoave an expectation that the Group has adeqgesteirces to
continue in operational existence for the foreskefliure. Accordingly, they continue to adopt tieng concern
basis in preparing the annual report and finarstetements.
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Sport Media Group plc

Notes to the Consolidated Financial Statements - Red ended 31 December 2009

At the date of issue of these financial statem#émsfollowing Standards and Interpretations whielve not been
applied in these financial statements were in igguenot yet effective. The directors anticipatattthe adoption of
these Standards and Interpretations will not haweaterial impact on the Group’s financial stateraesther than
for changes to presentation of the financial stat@smwhen IAS 1 comes into effect. The directorticgrate that
the Group will adopt these Standards and Interpoaison their effective date.

Title Effective Date

IFRIC 16 Hedges of a Net Investment in a Foreiger@fion

Reclassification of Financial Assets (Amendments\® 39
Financial instruments : Recognition and MeasureraadtIFRS 7
Financial Instruments : Disclosures)

IAS 1 Presentation of Financial Statements (revi#arr)

IAS 32 Financial Instruments — Presentation (Ameaaltis) and

IAS 1 Presentation of Financial Statements — PlgtBimancial
Instruments and Obligations Arising on Liquidation

Amendment to IFRS 2: Share-based Payment - Vestinditions
and cancellations

IAS 23 Borrowing Costs (revised)

IFRS Improvements re IFRS 5 (see detail below)

IAS 27 Consolidated and Separate Financial Statesmen
IFRS 3 Business Combinations

IFRIC 15 Agreements for the Construction of RedhEes
IAS 39 Financial Instruments: Recognition and Meeaswent

(Amendment) — Eligible Hedged Items

IFRIC 17 Distributions of Non-cash Assets to Owners

IFRS 1 First- time Adoption of International Fingaldreporting
Standards (revised)

IFRS 7 Improving Disclosures about Financial Instemts
Amendments to IFRS 7 Financial Instruments: Disnles

IFRIC 18 Transfers of Assets from Customers

Amendment to IAS 32 Classification of Rights Issues

Accounting periods beginnin§1/10/2008
on or after

Accounting periods beginningd1/07/2008
on or after

Accounting periods beginnin§1/01/2009
on or after

Accounting periods beginningd1/01/2009
on or after

Accounting periods beginningd1/01/2009
on or after

Accounting peridgginning 01/01/2009
on or after

Acting periods beginning01/07/2009
on or after

Accounting periods beginnin@1/07/2009
on or after

Acquisitions in Acdmygn ~ 01/07/2009

periods beginning on or after

Accounting periods beginnin@1/01/2009
on or after

Accounting periods beginningd1/07/2009
on or after

Accounting periods beginningd1/07/2009
on or after

Accounting periods beginningd1/07/2009
on or after

Accounting periods beginningd1/01/2009
on or after

Acciognperiods beginning01/07/2009
on or after

Accounting periods beginning)1/02/2010
on or after
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Sport Media Group plc

Notes to the Consolidated Financial Statements - Red ended 31 December 2009
IFRS Standards and Interpretations issued by IASB bt not yet EU approved

IFRS 2008 Improvements (All except IFRS 5) (seaitibelow) Accounting periods beginnin§1/01/2009

on or after
IFRS 2 Amendment - Group Cash-settled Share-bazgahéht Accounting periods beginningd1/01/2010
Transactions on or after
Amendments to IFRS 2 Group Cash-settled Share-tRaguient  Accounting periods beginningd1/01/2010
Transactions on or after
Amendments to IFRS 1 Additional Exemptions for Fine Accounting periods beginningd1/01/2010
Adopters on or after

IFRIC 19 Extinguishing Financial Liabilities withggity Instruments Accounting periods beginningd1/07/2010
on or after

IFRS 1 Amendment — Limited exemption from IFRS Bddsures Accounting periods beginningd1/07/2010

for first time adopters on or after

IFRIC 14 (Amendment) Prepayments of a minimum fagdi Accounting periods beginningd1/01/2011

requirement on or after

Revised IAS 24 Related Party Disclosures (Issubldviember 2009)Accounting periods beginningd1/01/2011
on or after

IFRS 9 Financial Instruments Accounting periods beginningd1/01/2013
on or after

The principal accounting policies adopted are sébelow.
Basis of consolidation

The Group financial statements consolidate thogheoCompany and all of its subsidiary undertakitigsvn up to
31 December 2009. Subsidiaries are entities ovechwthe Group has the power to control the finalnand
operating policies so as to obtain benefits frosnaittivities. The Group obtains and exercisesrobitirough
voting rights.

Unrealised gains on transactions between the Gaodpits subsidiaries are eliminated. Unrealissddse are also
eliminated unless the transaction provides evidefi@gn impairment of the asset transferred. Ameueported in
the financial statements of subsidiaries have badjusted where necessary to ensure consistency théth
accounting policies adopted by the Group.

Acquisitions of subsidiaries are dealt with by thechase method. The purchase method involvestognition at
fair value of all identifiable assets and liabdii including contingent liabilities of the subsidj, at the acquisition
date, regardless of whether or not they were rexbrid the financial statements of the subsidianprpto
acquisition.

On initial recognition, the assets and liabilitigfsthe subsidiary are included in the consoliddtathnce sheet at
their fair values, which are also used as the b&mesubsequent measurement in accordance witlGtoep’'s
accounting policies. Goodwill is stated after safiag out identifiable intangible assets. Goodwélpresents the
excess of acquisition cost over the fair value lué Group's share of the identifiable net assetslu@ing
intangibles) of the acquired subsidiary at the @digcquisition.

Business combinations completed prior to date of &msition to IFRS

The Group has elected not to apply IFRS 3 Busi@esabinations retrospectively to business combinatiorior
to the date of transition 1 August 2006.

Accordingly the classification of the combinaticecquisition, reverse acquisition or merger) remainshanged
from that used under UK GAAP. Assets and lialgifitare recognised at the date of transition aswhueyd be
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recognised under IFRS. They are measured usingUkeGAAP carrying amounts immediately post-acifios

as deemed cost under IFRS. Deferred tax is adjdstethe impact of any consequential adjustmefits gaking
advantage of the transitional provisions. The it&mal provisions used for past business combamatiapply
equally to all past acquisitions.

Goodwill

Goodwill representing the excess of the cost ofussitipn over the fair value of the Group's sharfetie
identifiable net assets acquired, is capitalised waviewed annually for impairment (see policy ompairment
testing below). Goodwill is carried at cost lesswanulated impairment losses. Negative goodwilleisognised
immediately after acquisition in the income statatme

Goodwill written off to reserves prior to the dadé transition to IFRS remains in reserves. Theyend
re-instatement of goodwill that was amortised ptmithe transition to IFRS. Goodwill previouslyitten off to
reserves is not written back to the income stat¢mesubsequent disposal.

Intangible assets

In accordance with IFRS 3 Business Combinationsjnéangible asset acquired in a business combimato
deemed to have a cost to the Group of its fairevaluthe acquisition date. The fair value of thimngible asset
reflects market expectations about the probabitist the future economic benefits embodied in geeawill flow
to the Group.

The acquisitions of Strictly Broadband, Sport Nesysgrs and Flip resulted in the following categorids
intangible assets being identified:

* newspaper mastheads, publishing rights and imprints

+ trade names and marks

e customer relationships and contracts

The Group has developed a number of software agijits to facilitate the delivery of content/seesdo mobile
phones - to deliver content to end consumers malitenes, bill the SIM on the phone for the trarisactia the
mobile operator, produce usage statistics for tiefacilitate the selection and presentation oftent to mobile
phone WAP browsers and enable clients to credt@edi mobile phone content portals. Developmentscabich
meet the recognition criteria set out in IAS 38 @apitalised in the balance sheet.

In addition, the Group owns certain licensing righnd related customer databases. These asse¢s@gaised in
the balance sheet at cost less accumulated antiorisa

The estimated useful lives of intangibles assetsarfollows:

Newspaper mastheads, publishing rights and impaimts

trade names and marks - indefinite lives
Customer relationships and contracts - Syeats
Photographic and other content rights - 10 years
Licensing rights and related customer databases -Licence term
Software development costs - 5 years
Website development costs - 4 years

Property, plant and equipment

Property, plant and equipment is stated at costafration, net of depreciation and any provisionifopairment.
Leasehold property is included in property, plamd aquipment only where it is held under a finaleese.

Disposal of assets

The gain or loss arising on the disposal of antassketermined as the difference between the dagaroceeds and
the carrying amount of the asset and is recogniséte income statement. The gain or loss aribio the sale or
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revaluation of held for sale assets is includetiother income" or "other expense" in the incomeesieent. Any
revaluation surplus remaining in equity on dispadahe asset is transferred to the profit and tessrve.

Depreciation
Depreciation is calculated to write down the cesslestimated residual value of all property, péenat equipment

other than freehold land, by equal annual instatmeeflecting the basis of consumption of the assetr their
estimated useful economic lives. The rates gelyeapplicable are:

Web based file servers 331/3%
Plant and machine 20%
Fixtures and fitting 20 %

Impairment testing of goodwill, other intangible asets and property, plant and equipment

Goodwill is reviewed for impairment annually or redrequently if events or changes in circumstaiidisate that
the carrying value may be impaired. As at the &itipn date any goodwill acquired is allocatedceth of the cash
generating units expected to benefit from the bassncombination. Impairment is determined by aBsgsbe
recoverable amount of the cash-generating unithiclwthe goodwill relates. When the recoverabl@am of the
cash-generating unit is less than the carrying atancluding goodwill, an impairment loss is reotgd.

Intangible assets and property plant and equipraeatreviewed for impairment whenever events or glarin
circumstances indicate the carrying values maybeotecoverable. In addition, the carrying valueapitalised
development expenditure and any other indefinitediintangible assets are reviewed for impairmenually. If
any suchindication exists and where the carrying values exceed thmastd recoverable amount, the assets or
cash-generating units are written down to theiovecable amount.

The recoverable amount of intangible assets anpleptyy plant and equipment is the greater of néihgeprice and

value in use. In assessing value in use, the atgdrfuture cash flows are discounted to theirgregalue using a
pre-tax discount rate that reflects current madssessments of the time value of money and the sjgécific to the
asset. For an asset that does not generate langelyendent cash inflows, the recoverable amautéiermined by
the cash-generating unit to which the asset belongs

Non-current assets classified as held for sale

Assets held for sale include assets that the Giotgmds and expects to sell within one year from date of

classification as held for sale. Assets classiéisdheld for sale are measured at the lower of teiying amounts
immediately prior to their classification as helt fale and their fair value less costs to seltsets classified as
held for sale are not subject to depreciation coréisatia.

Revenue

Revenue is measured by reference to the fair v@wensideration received or receivable by the @rfmr goods
supplied and services provided, excluding VAT amdl¢ discounts. Revenue is recognised upon therpahce of
services or transfer of the risks and rewards ofiemhip to the customer, where the amount of reveran be
measured reliably, it is probable that the econdmeicefits associated with the transaction will flmthe Group,
and the costs incurred or to be incurred in respkttte transaction can be measured reliably.

The Group has three principal revenue streamstadetebelow:

* Mobile telephony (premium phone lines and SMS miamgg, dialler revenues, internet and website Imgsti
revenues

¢ Newspaper wholesale revenues

» Newspaper advertising revenues

Revenue from the sale of digital content, chatiatetnet based video on demand access is recoggésextally in
the month in which the customer accesses the dowiteila premium phone line or online. Revenue ftbmsale of
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content via premium phone lines is recognised ggdlyen the month in which the customer accessestntent via

a premium phone line. Revenue from the provisionwebsite hosting and from SMS marketing services is
recognised when the Group has transferred to tlyerbthe significant risks and rewards of ownersbipthe
services, which is generally on delivery of thethmmsor SMS marketing services according to cortraty agreed
delivery schedules.

Revenues from the sale of Sport Newspaper titlesugh wholesalers are invoiced in arrears basedialy
deliveries of the relevant titles less returns sewbgnised in the period to which the sales relate.

Revenues from classified advertising are genenafognised when the advertisement is placed, wiyment
having been received in advance. Revenues froplagisadvertising are generally recognised and eabiin
arrears following the publication of the advertisain

Leased assets

In accordance with IAS 17, the economic ownersliip teased asset is transferred to the lessee iefsee bears
substantially all the risks and rewards relatetheoownership of the leased asset. The related Bsecognised at
the time of inception of the lease at the fair eatd the leased asset or, if lower, the presentevaf the minimum

lease payments plus incidental payments, if anpetborne by the lessee. A corresponding amoustignised as
a finance leasing liability. The interest elemehteasing payments represents a constant propoofiche capital

balance outstanding and is charged to the incoatersent over the period of the lease.

All other leases are regarded as operating leasgghe payments made under them are charged tmdhene
statement on a straight-line basis over the lezrse. t Lease incentives are spread over the tetiedéase.

Inventories

Inventories are stated at the lower of cost andreaisable value. Costs of ordinarily interchalge items are
assigned using the first in, first out cost formula
Taxation

Current tax is the tax currently payable basedaanlile profit for the year.

Deferred income taxes are calculated using thélitiainethod on temporary differences. Deferred iggenerally
provided on the difference between the carrying um® of assets and liabilities and their tax basdswever,
deferred tax is not provided on the initial recaigm of goodwill, nor on the initial recognition @& asset or
liability unless the related transaction is a basgracombination or affects tax or accounting prdfieferred tax on
temporary differences associated with shares irsidigies is not provided if reversal of these terapy
differences can be controlled by the Group and firobable that reversal will not occur in the $ereable future.
In addition, tax losses available to be carriedvéod as well as other income tax credits to theu@rare assessed
for recognition as deferred tax assets.

Deferred tax liabilities are provided in full, witto discounting. Deferred tax assets are recogmisdte extent that
it is probable that the underlying deductible tenapy differences will be able to be offset agaifustire taxable
income. Current and deferred tax assets anditiabilare calculated at tax rates that are expeoctegply to their
respective period of realisation, provided theyemacted or substantively enacted at the balaress slate.

Changes in deferred tax assets or liabilities acegnised as a component of tax expense in thenmcbatement,
except where they relate to items that are chaogedtedited directly to equity (such as the reviatueof land) in
which case the related deferred tax is also chavgededited directly to equity.

Financial liabilities

The objectives of the Group’s treasury activities @ manage financial risk, secure cost-effectireing where

necessary and minimise adverse effects of fluanatin the financial markets on the value of theupts financial
assets and liabilities, on reported profitabilibdaon cash flows of the Group.
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The Group’s principal financial instruments usedffondraising are bank loans, loan notes and irerdiscounting
facilities. The Group has various other finanaistruments such as cash, trade receivables atel prayables that
arise directly from its operations.

Financial liabilities categorised at fair valuedbgh profit or loss are re-measured at each rempdate at fair
value, with changes in fair value being recognigedhe income statement. All other financial ligkds are
recorded at amortised cost using the effectivaéstamethod, with interest-related charges recegrés an expense
in finance cost in the income statement. Finan@gds, including premiums payable on settlememedemption
and direct issue costs, are charged to the incéaensent on an accruals basis using the effeatiezest method
and are added to the carrying amount of the ingnirto the extent that they are not settled inpigod in which
they arise.

A financial liability ceases to be recognised onlyen the obligation is extinguished, that is, whies obligation is
discharged or cancelled or expires.

Bank and other loans

Bank and other loans are interest bearing borrosvingich are initially recorded at fair value legibutable
transaction costs. They are subsequently measatreainortised cost with any difference between cost
redemption value being recognised in the profitoss over the period of the borrowings on an efffecinterest
basis.

Cash and cash equivalents

Cash and cash equivalents comprise cash on handlendnd deposits, together with other short-terighiy
liquid investments that are readily convertibleikhown amounts of cash and which are subject iosignificant
risk of changes in value.

Interest-bearing loans and borrowings

All loans and borrowings are initially recognisddair value less directly attributable transactamsts. After initial
recognition, interest-bearing loans and borrowiags subsequently measured at amortised cost usngffiective
interest method.

Gains and losses arising on the repurchase, setiteon otherwise cancellation of liabilities areagnised in the
finance cost line in the income statement.

Financial instruments

Financial assets and liabilities are recognisethénGroup’s balance sheet when the Group becorpestyato the
contractual provisions of the instrument. The Grawrrently does not use derivative financial imstents to
manage or hedge financial exposures or liabilities.

Dividends

Dividend distributions payable to equity sharehoddere accounted for only when the dividends aprayed at the
annual general meeting prior to the balance shaget d

Equity
Equity comprises the following:

» "Share capital" represents the nominal value oftgghares.

« "Share premium" represents the excess over nomataé of the fair value of consideration received f
equity shares, net of expenses of the share issue.

« "Capital redemption reserve" represents the resapated at the time of a share buyback in 2005.

» "Share option reserve" represents equity-settleateshased employee remuneration until such share
options are exercised.

» "Profit and loss reserve" represents retained {grofi
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Employee benefits

The Group operates defined contribution schemerespect of certain employees. The pension costggetia
against operating profit are the contributions {pégdo the scheme in respect of the accountingpgeriThe assets
of the schemes are held separately from thoseedBtoup.

Share-based payments

The Company’s employee share schemes allow theogegs of the Group to acquire shares in the Compahg
cost of equity-settled transactions with employisaseasured by reference to the fair value of therd at the date
at which they are granted and is recognised axaense over the vesting period, which ends on #te dt which
the relevant employees become fully entitled toaward. Fair value is appraised at the grant @adeexcludes the
impact on non-market vesting conditions such aéitplility and sales growth targets, using an appiede pricing
model for which the assumptions are approved byDihectors. In valuing equity-settled transactioosly vesting
conditions linked to the market price of the shariethe Company are considered.

The expense that is recognised in the income seaters based on the Group’s estimate of shareswiihat
eventually vest and that has been adjusted foeffieet of non-market based vesting conditions. abtleievement
of market based vesting conditions is assessedeatldte of grant and not subsequently revised @t esgporting
date.

At each balance sheet date before vesting, the lativeiexpense is calculated, representing thenextewhich the
vesting period has expired and management's beshate of the achievement or otherwise of non marke
conditions, number of equity instruments that witimately vest or in the case of an instrumenfetttto a market
condition, be treated as vesting described abowe. Movement in the cumulative expense since theique
balance sheet date is recognised in the incomenstait, with a corresponding entry in equity.

Where the terms of an equity-settled award are fieador a new award is designated as replacingnaedked or
settled award, the cost based on the original aveards continues to be recognised over the origiesting period.
In addition an expense is recognised over the mheaiof the new vesting period for the incremefdalvalue of
any modification, based on the difference betwdenfair value of the original award and the faifueaof the
modified award, both as measured on the date ofnthgification. No reduction is recognised if thli§ference is
negative.

Credit risk

The Group’s credit risk is primarily attributable its trade receivables. The amounts presentdibalance sheet
are net of allowances for doubtful receivablesinegied based on prior experience and assessméné alurrent
economic environment.

3. Critical accounting judgements and key sourcesf @stimation uncertainty

In the process of applying the accounting policidescribed above, management has made the following
judgements that have the most significant effedheramounts recognized in the financial statements

Acquisitions: Judgements have been made in respect of theifidatidn of intangible assets based on pre-
acquisition forecasts, analysis and negotiatioFise initial valuations of acquired intangible asseill be reviewed
for impairment on an annual basis and more oft@edessary.

Impairment of goodwill and other intangible assets: Determining whether intangible publishing rightgd titles in
respect of print publishing activities, and intetleal property in respect of online activities, anpaired requires an
estimation of the value in use of the cash geregathits to which these intangible assets have b#ecated. The
value in use calculation requires the Group tonest the future cash flows expected to arise frben dash
generating units and a suitable discount ratederoto calculate the present value. The initiabgtibns of acquired
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intangible assets which have indefinite usefuldivéll be reviewed for impairment on an annual basid more
often if necessary.

4. Revenue

An analysis of the Group’s revenue is as follows:

2009 2008

£'000 £'000
Digital content deliven- mobile telephon 3,88t 6,882
Digital content delivery - internet 1,556 2,416
Newspapers — wholesale revenues 14,796 10,950
Newspapers — advertising revenues 10,700 9,146
Total revenue 30,937 29,394

5. Business segments
Following the acquisition of Sport Newspapers theup is organised into two operating divisionsfmanagement
purposes — digital content delivery and publishiegvspapers and magazines.

Digital content delivery

For internal reporting purposes the Group recordsraonitors digital content revenues and cost lefssaccording
to the delivery platform to which content is delied and through which services are provided, difiéating its key
business segments between mobile telephony anchénteAdministrative expenses of the digital cohtéelivery

business are shared overheads of that businessaamibt meaningfully be allocated by revenue stre@he

principal tangible fixed assets utilised in theiiycontent delivery business consist of competguipment and
servers, which are utilised in the delivery of @ntand services through both platforms. All of @mup’s digital

content delivery activities are currently carried m the United Kingdom.

Newspapers and magazines

For internal reporting purposes the Group recordsraonitors revenues of the newspapers and magadivision
according to the nature of the revenues — fromwih@lesale distribution of newspaper and magazitestand from
advertising, differentiating its advertising reveslbetween classified and display. The Group doedifferentiate
cost of sales in the newspaper and magazine diviseiween wholesale and advertising revenue streantke
overwhelming majority of such costs represent sha@sts of producing, printing and distributing riiswspaper
and magazine titles. Similarly, administrative empes of the newspapers and magazines busineshaned
overheads of that business and cannot meanindjellgllocated by revenue stream. Excluding goodawitl other
intangible assets arising on consolidation, thegipial tangible fixed assets utilised in the neygwand magazines
business consist of computer equipment and fixtareksfittings, which are utilised in the productiohthe titles.
All of the Group’s newspaper and magazine publgtantivities are currently carried out in the Udit€ingdom
and republic of Ireland. For internal reportinggases management information in relation to pbig activities
in the Republic of Ireland is treated as combinéti wformation on newspaper and magazine salésdriJK and
separate geographical segment information hasheotfore been presented.

Group overheads

Group overheads consist of the costs of retaifiegdompany’s Stock Exchange listing, investor retet activities
and some central functions which are not rechargele operating divisions.
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Segment information about these businesses ismiessbelow.

Wholesale
Digital newspaper & Newspaper
content magazine & magazine Group &
2009 delivery distribution advertising eliminations Consolidated
£'000 £'000 £'000 £'000 00
Gross revenues 5,772 14,786 11,020 (641) 30,937
Intra-segment sali (331 10 (320) 641 -
Net revenues 5,441 14,796 10,700 - 30,937
Underlying operating
(loss)/profit (67) 262 (635) (440)
Depreciation (166) (40) 2) (208)
Impairment and amortisatic
of intangibles (2,754) (21,073) - (23,827)
Share based payment charges (1,613) (1,613)
Non-recurring expenditure (133) (519) (824) (1,476)
Loss before interest and tax (3,120) (21,370) (3,074) (27,564)
Finance costs — net (1,600)
Loss before tax (29,164)
Taxation credit 2,508
Loss for the year (26,656
Wholesale
Digital newspaper & Newspaper
content magazine & magazine Group &
delivery distribution  advertising eliminations Consolidated
£000 £'000 £'000 £000 £'000
Balance sheet
Assets 943 16,997 40 17,980
Liabilities 1,190 2,018 982 4,190
Capital expenditure
Property, plant and
equipment 20 86
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Segment assets and liabilities are reconciled u@assets and liabilities as follows:

Assets Liabilities

£'000 £'000
Segment assets / liabilities 17,980 4,190
Borrowings - 11,957
Corporation tax repayable - -
Deferred tax 1,787 3,835
Total 19,767 19,98:
Wholesale
Digital newspaper & Newspaper
content magazine & magazine Group &
2008 delivery distribution  advertising eliminations Consolidated
£000 £000 £'000 £000 (0/30]
Gross revenues 9,298 10,950 9,377 (231) 29,394
Intra-segment sales - - (231) 231 -
Net revenues 9,298 10,950 9,146 - 29,394
Underlying operating profit 4,279 2,444 (289) 6,434
Depreciation (69) (156) - (225)
Impairment and amortisatic
of intangible: (2,735 (19,257 - (21,992
Share based payment charges - - (1,026) (1,026)
Re-organisation and re-
launch charges - (1,489) - (1,489)
Negative goodwill ol
acquisitions - 279 - 279
Profit/(loss) before interes
and tax 1,475 (18,179) (1,315) (18,019)
Finance costs — net (206)
Loss before tax (18,225)
Taxation cred 191
Loss for the year (18,034)
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Wholesale

Digital newspaper & Newspaper

content magazine & magazine Group &

delivery distribution  advertising eliminations Consolidated

£'000 £000 £'000 £'000 00

Balance sheet
Assets 7,645 44,318 (8,171) 43,792
Liabilities 8,41¢ 4,09¢ (8,451 4,066
Capital expenditure
Property, plant and
equipment 28 55 - 83
Goodwill — business
combinations - 36,073 - 36,073

Segment assets and liabilities are reconciled su@assets and liabilities as follows:

Assets Liabilities

£'000 £'000
Segment assets / liabilities 43,792 4,066
Borrowings - 10,430
Corporation tax repayable 83 -
Deferred ta 43C 4 98¢
Total 44,305 19,482
6 Staff costs
2009 2008
The average monthly numbef employees (includin
executive directors) was:
Sales 21 18
Office and Administratiot 29 32
Production 69 69
119 119
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£000 £000
Their aggregate remuneration comprised:
Wages and salaries 6,456 4,041
Social security costs 736 434
Other pension costs (see note 25) 48
7,265 4,523

Directors remuneration in the period was £394,@ID8: £497,000). Details of directors’ remunemai®set out

in the Directors’ Report.

7 Finance income
2009 2008
£'000 £000
Interest on bank and other deposits 38 103
8 Finance costs
2009 2008
£'000 £'000
Interest on bank overdrafts and loans 1,161 197
Interest on other loans 212 92
Other finance charges 265 20
1,63¢€ 30¢

9. Non- recurring items

During 2007 the Group acquired the Sport Newspageysp of companies and implemented a reorganisatio

that business which resulted in non-recurring egpsrin the period to 31 July 2008. In October 20@9Group
renegotiated its banking facilities and secureditamfthl external financing. In conjunction with shthe Group
further restructured the business resulting inralyer of non-recurring expenses as set out below.

2009 2008
£'000 £'000
General restructuring costs 458 1,107
Redundancy cos 383 382
Bad debt 44t -
Other non-recurring items 190 -
1,476 1,489

A negative goodwill credit of £279,000 arose in @b the acquisition of Flip Media Limited. Furthdetails are

set out in note 14 b).
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10 Loss before taxation

Loss before taxation for the year has been arratedter charging:

Depreciation of property, plant and equipment
Amortisation of intangible assets

Research and development expenditure
Impairment of goodwill and other intangible assets
Staff costs (see note 6)

Auditors’ remuneratio (see below

The analysis of auditors' remuneration is as fadtow

Fees payable to the Company's joemiditors for the audit of the Grou
financial statements
Fees payable to the Company’s previeuwslitors for the audit of the Grou
financial statements

Fees payable to the Company'’s joint auditors and ir
associates for other services to the Group
—The audit of the Company’s subsidiaries pursuafgdislation
Fees payable to the Company’s previouauditors and their associates fo
other services to the Group
—The audit of the Company’s subsidiaries pursuatgdislatior
—Other services relating to taxation
—Other services relating to interim reporting

Total audit fees

- Corporate finance services
- Other services

Total non-audit fees

Non-audit costs incurred in 2008 relate to the Camyfs previous auditors.

2009 2008
£'000 £:000
208 225
2,000 1,316
65 38
21,827 20,676
7,265 4,523
212 28C
2009 2008
£000 £000
25 -
39 a7
50
56 63
42 -
212 110
- 155
- 15
- 170
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11 Taxation

2009 2008
£'000 £'000
Current year tax charge - (209)
Prior period tax credit - 50
Deferred tax (note 21)
Origination and reversal of temporary differes 1,357 305
Other deferred tax provisions 1,151 (55)
Tax credit 2,508 191

Corporation tax is calculated at 28% (2008: 29.8¥dhe estimated assessable profit for the yedre t&x on the
Group’s profit before tax differs from the theoocati amount that would arise using the 28% tax aatfollows:

2009 2008

£'000 £'000

Loss before ta (29,164 (18,225
Tax at the UK corporation tax rate of 28% (2008:328) 8,166 5,340

Tax effect of impairment of goodwill charge notlumbed in taxable loss (5,038) (5,379)

Tax effect of negative goodwill credit not includiedtaxable loss 82
Tax effect of depreciation that is not deductilbleletermining taxable loss 23 (66)
Tax effect of expenses that are not deductiblestertnining taxable loss (515) )
Tax effect of depreciation in excess of capitabwlinces - 73
Other timing differences (128) 148
Tax credit 2,50¢ 191

12 Dividends paid

2007 final dividenc— 4.0C pence per sha

2008 interim dividend — 2.00 pence per share

Period to Year to
31 December 31 July
2009 2008
£'000s £'000s
- 1,54«
34,9
- 3,480

The directors do not recommend the payment ofa @ividend in relation to the period ended 31 Dweiger 2009.

13 Earnings per share

The calculation of the basic earnings per shabased on the earnings attributable to ordinaryestedders divided
by the weighted average number of shares in isstiaglthe year. The calculation of diluted earsipgr share is
based on the basic earnings per share, adjusttbto for the issue of shares and the post taxcefié dividends
and/or interest, on the assumed conversion ofilative options and other dilutive potential ordipahares. As the
potential ordinary shares are anti-dilutive, thhage not been taken into account in the calculatfodiluted loss

per share.
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Reconciliations of the earnings and weighted averagnber of shares used in the calculations areusédtelow:

Period to 31 December 2009

Continuing and total operations
Loss after ta

Earnings attributable to ordinary shareholders
Weighted average number of shares (used for basiings
per share

Dilutive effect of option

Dilutive effect of share bonus schemes

Diluted weighted average number of shares (usediliated
earnings per share)

Basic loss per share

Diluted loss per sha

Year to 31 July 2008

Continuing and total operations
Loss after ta

Earnings attributable to ordinary shareholders
Weighted average number of shares (used for basiings
per share

Dilutive effect of options

Dilutive effect of share bonus schemes

Diluted weighted average number of shares (usediliaied
earnings per share)

Basic loss per share

Diluted loss per sha

Adjusted basic and diluted earnings per share

Earnings
£'000s

(26,649

628)

(26,643)

Earnings
£'000s

(18,099

aas)

(18,099)

Weighted
average
number of
shares

97,305,93
5,0€1,971
3,274,227

105,642,133

Weighted
average
number of
shares

91,104,23
3,754,802
6,779,604

101,638,640

Per share
amount
Pence

(27.38)p
(27.38)p

Per share
amount
Pence

(19.87)p
(19.87)p

In order to understand the underlying trading prenéince, the directors consider it appropriate $oldse earnings
per share before amortisation and impairment ofiaed intangible assets, reorganisation and reelawosts and

the costs of share based payments.
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The calculation of adjusted earnings per sharetisst below:

Loss attributable to ordinary shareholders (£'000)

Post-tax amortisation and impairment of acquirédrigible
assets (£'000)

Post tax costs of non-recurring expenditure (£'000)
Pos-tax cost of share based payments (£"

Adjusted (loss)/profit on ordinary activities after taxation
(£'000)

Weighted average number of shares in issue
- basic
- diluted

Basic loss per share (pence)

Amortisation and impairment of acquired intangiatsets
(pence)

Costs of non-recurring expenditure (pence)

Cost of share based payments (pence)

Adjusted (loss)/earnings per share (pence)
- basic
- diluted

Period to
31 December
2009
(26,643)
22,194

1,063

1,161

(2,225)

97,305,935
105,642,133
(27.38)

22.81

1.09
1.19

(2.29)
(2.11)

Year to
31 July
2008
(18,099)
21,333
1,072

902
5,208
91,104,234
101,638,640
(19.87)
23.42

181.
0.99

5.72
5.12
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14 Business combinations

Fair value adjustments have been made to the bahle\of the assets and liabilities in acquired camigs to
adjust, where applicable, the carrying value ofaierassets and liabilities.

a) Sport Newspapers Limited (“Sport Newspapers”)

On 5 September 2007 the Group completed the atiquisdf Sport Newspapers. The acquired assets and
liabilities of Sport Newspapers were:

Book Fair value
Value  adjustments Fair value

£000 £'000 £000
Newspaper mastheads, publishing rights and
imprints - 10,911 10,911
Content library - 1,561 1,561
Websites - 448 448
Customer relationships and contracts - 3,338 3,338
Property, plant and equipment 302 - 302
Investments 450 (200) 250
Inventories 5 - 5
Trade and other receivables 4,641 - 4,641
Deferred tax assets 125 - 125
Cash at bank 1,959 - 1,959
Trade and other payables (3,748) - (3,748)
Deferred tax liabilities - (4,552) (4,552)
Net assets acquired 3,734 11,506 15,240|
Goodwill 36,352
Consideration 51,592
Satisfied by:
Cash 40,000
Deferred consideration 5,000
Loan notes 5,000
Acquisition costs 1,592

51,592

Sport Newspapers is the publisher of the Daily Sndday Sport newspapers and ancillary magazires.titl
100% of the equity of the business was acquire8l 8eptember 2007. Profits of £386,000 are includebe
consolidated results of the Group for the year drgleJuly 2008.
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The material fair value adjustments to the nettassfeSport Newspapers were calculated as follows:

i. Intangible assets in the form of the newspaper measlts, publishing rights and imprints, trade name
and marks of Sport Newspapers as well as certastirgx customer relationships and contracts,
website development costs and content rights aregrésed based on the Directors’ assessment of
their value taking into consideration the futurstcdlows that are expected to be derived from them
plus the related provision for deferred tax orsafparately identified intangible assets.

ii. Adjustments to bring into line with Group accougtjpolicies.

b) Flip Media Limited (“Flip”)

On 1 June 2008 the Group completed the acquigitiéilip. The acquired assets and liabilities opRiere:

Book Fair value

Value adjustments Fair value

£000 £'000 £000
Newspaper mastheads, publishing rights and
imprints - 541 541
Content library - 284 284
Customer relationships and contracts - 286 286
Trade and other receivables 180 - 180
Cash at bank 15 - 15
Trade and other payables (580) - (580)
Deferred taxation - (311) (311)

| Net (liabilities)/assets acquired (385) 800 415

Negative goodwill taken to income statement (279)
Consideration 136
Satisfied by:
Cash 125
Acquisition costs 11

136

Flip is the publisher of the Front and DVD World gaaine titles. 100% of the equity of the business
acquired on 1 June 2008. Losses of £32,000 ahedied in the consolidated results of the Grouptlieryear
ended 31 July 2008. In July 2009 Flip disposechefdssets and rights attributable to Front magdeinsale
proceeds of £87,500. At the date of disposal thatkbeen no discernable reduction in the circulatidume
of Front magazine. All fair value adjustments relgal at the date of acquisition were attributabld-tont
magazine. Consequently the Group fully impairedddeying value of the fair value assets.
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15 Property, plant and equipment

Cost or valuation
At 1 August 2007

Acquisition of subsidiaries
Additions

At 31 July 2008

Additions
Disposals

Movement between categor

At 31 December 2009

Accumulated depreciation
At 1 August 2007

Acquisition of subsidiaries
Charge for the year

At 31 July 2008

Charge for the year
Disposals

Movement between categories

At 31 December 20(

Carrying amount
At 31 December 2009

At 31 July 2008

Equipment
Leasehold Motor Web based fixtures &
improvements vehicles servers fittings Total
£'000 £'000 £'000 £'000 £'000
- - 343 165 508
127 40 - 468 635
20 - - 63 83
147 40 343 696 1,226
12 - 14 80 106
- (40) - (3) (43)
- - (34) 34 -
159 - 323 807 1,289
- - 261 121 382
67 10 - 256 333
22 10 48 145 225
89 20 309 522 940
39 1 12 156 208
- (21) - ) (22)
(18) 18 -
12¢ - 302 695 1,126
31 - 20 112 163
58 20 34 174 286
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16 Goodwill and other intangible assets

Cost
At 1 August 2007

Recognised on acquisition of subsidiaries
Other additions

At 31 July 2008
Additions
At 31 December 20(

Accumulated amortisation and impairment
At 1 August 2007

Amortisation for the year
Impairment write down in the year

At 31 July 200:

Amortisation for the year
Impairment write down in the year

At 31 December 2009

Carrying amount
At 31 December 2009

At 31 July 2008

Indefinite Customer Goodwill Other
lived assetsrelationships intangible
assets
£000 £'000 £000 £000
- 150 200 1,076
11,452 6248, 36,352 2,293
- - - 3,367
11,452 3,774 36,552 6,736
- - - 1,797
11,45 3,77¢ 36,55 8,53¢
- 20 - 364
- 652 - 664
- - 18,358 2,318
- 672 18,35¢ 3,34¢
- 1,045 - 955
935 283 17,994 2,615
935 2,000 36,352 6,916
10,517 1,774 200 1,617
11,452 3,102 18,194 3,390

Goodwill and intangible assets acquired in a bssineombination are allocated, at acquisition, t® ¢ash
generating units (CGUs) that are expected to befmefn that business combination as follows:

Strictly Broadband
Sport Newspapers

2009 2008
£000 £000
200 200
- 17,994
200 18,194

The Group tests goodwill and intangible assets albytor impairment, or more frequently if thereeandications

that they might be impaired.

The recoverable amounts of the CGUs are deternfioed value in use calculations. The key assumptfonshe
value in use calculations are those regarding bepdnt rates, growth rates and expected changsslliog prices
and direct costs during the period. Managementnastis discount rates using pre-tax rates thatctelerrent
market assessments of the time value of moneytenddgks specific to the CGUs and the rate used1286. The
growth rates are based on the directors’ growtkdasts and the rates used were 1% per annum teerfif/ears

43



Sport Media Group plc

Notes to the Consolidated Financial Statements - Red ended 31 December 2009

followed by a decline of 5% in perpetuity thereaftdhe directors believe that the rate of 1% #ified based on
past performance and the Group’s positioning imtlaeket.

The amortisation periods used for customer relatigpgs and contracts were between 5 and 7 yearsfaand
photographic and other content rights is 10 ye&®®eftware development costs are amortised overabsyand
website development costs over 4 years.

The directors have considered the level of intdegéssets carried in the Group’s balance sheet &e2ember
2009 and carried out a impairment review proceés. a result, the directors have decided to fullpamn the
carrying value of £18.0m of goodwill related to #exjuisition of Sport Newspapers.

Assuming that the decline in cash flows of 5% perwen from year 15 is fixed, a 1% decrease in ancasth flow
growth to zero growth would reduce discounted déshis by £887k and increase the impairment changéhb
same amount.

Assuming growth is as stated previously, a 1% aseein the discount rate to 13% would reduce diseoucash
flows by £817k and increase the impairment chaygtihé same amount.

The directors have also carried out a thorougherewf the Group’s other acquired intangible asgatscipally
software and database licences and rights, phgtbgrand film content rights and marketing accegbts, and
concluded that certain of those intangible assatstdecome impaired. As a result the Group incuaredite down
of £3.8m.

Total charges in relation to the impairment of gwibidand other intangible assets are £21.8m.

17 Subsidiaries

A list of the significant investments in subsidés; including the name, country of incorporatiod anoportion of
ownership interest is given in note 5 to the Congfsaseparate financial statements.

18 Inventories

2009 2008

£'000 £'000

Inventorie: held for resal 8¢ 10z
89 102

The amount of inventories recognised as an expandencluded in cost of sales amounted to £1,066(2008:
£2,681,000)

19 Other financial assets

Trade and other receivables

2009 2008

£'000 £'000
Amount receivable for the sale of goods & services 2,243 6,258
Other receivables - 32
Corporation tax receivable - 83
Prepayments 1,109 439

3,352 6,812
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The average credit period taken on sales of go®d® idays (2008: 78 days). An allowance has beate rfax
estimated irrecoverable amounts from the sale afdgo& services. This allowance has been determined
reference to past default experience.

The directors consider that the carrying amourtaafe and other receivables approximates to theivalue.

The ageing of the trade receivables as at 31 Deeefilf9 is detailed below:

2009 2009 2008 2008
£000 £'000 £'000 £000
Gross Allowance Gross Allowance
0 to 30 days 622 - 2,450 -
30 to 60 days 1,243 - 1,797 -
60 to 90 days 378 - 1,271 42
Over 90 day 24& 24& 933 151
2,488 245 6,451 193

Included within trade receivables were amounts @22,000 (2008: £3,349,000) which were not yet dné a
£1,866,000 (2008: £3,102,000) which were past diige movement in allowance for doubtful debts ispect of
trade receivable is detailed below:

2009 2008

£'000 £'000
Opening balanc 193 -
Acquisition of subsidiaries - 25
Additional provisions 445 168
Utilised in period (393) -
Closing balance 245 193

All credit and recovery risk associated with tradeeivables has been provided for in the balaneetsh

Cash and cash equivalents

2009 2008
£000 £'000
Cash and cash equivalents 268 534

Cash and cash equivalertsmprise cash held by the Group and short-term blapbsits with an original maturity
of three months or less. The carrying amount cfelessets approximates their fair value.

Credit risk
The Group’s principal financial assets are bankafets and cash, trade and other receivables.

The Group’s credit risk is primarily attributable its trade receivables. The amounts presentditibalance sheet
are net of allowances for doubtful receivables.alowance for impairment is made where there isdantified
loss event which, based on previous experienceyidence of a reduction in the recoverability of tash flows.
There is no legal right of set-off against finamhdiabilities, however where equipment is sold tBeoup has
retention of title rights until the goods are pfod

The credit risk on liquid funds and derivative ficéal instruments is limited because the counteigmare banks
with high credit-ratings assigned by internatiotr@dit-rating agencies.
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20

Other financial liabilities

Trade and other payables

Trade payables and accruals
Other taxation & social security
Other payables

2,854
420

2009 2008
£'000 £'000
3,771
419
- 792
4,190 4,066

Trade creditors and accruals principally compriseants outstanding for trade purchases and ongmists. The
average credit period taken for trade purchasé48 gays (2008: 57 days).

The directors consider that the carrying amountaxfe payables approximates to their fair value.

Bank overdrafts and loans and other borrowings

Bank invoice finance
Bank loans and financing

Other creditor (in relation to the Sport Newspasrguisition)

The borrowings are repayable as follc
On demand or within one ye

In the second year

In the third to fifth years inclusive

The weighted average interest rates paid werellasvio

Bank invoice finance
Bank loans
Other loans

2009 2008
£000 £000
1,310 1,430
6,563 6,500
4,084 2,500
11,957 10,430
11,957 10,43(
11,957 10,430
2009 2008
% %
3.46 7.14
3.63 7.40
7.38 -

At the balance sheet date the Group had two losmma RBS both expiring in November 2010 — a revajvin
advance facility of £4m and a term loan facilityf®.5m. The advance facility of £4m attracts irseeg 4.5% over
LIBOR and is repayable at £50,000 per month comimgnt November 2009. As at the balance sheet dafnE
of the facility had been advanced. The term loailifp of £2.5m attracts interest at 2% over LIBQ#®h no
ongoing repayment of the principal and was utilisedull at the balance sheet date. The facilifes secured by
debentures over the assets of the Group. For thep3p secure this loan GGI was required to mairaatharge of
deposit for the same value and this will remaiplace for the duration of the term loan. Interestharged by GGl
to the Group for the funds on deposit at a rate08b less interest received.

The Group has an invoice discounting facility wRBS Invoice Finance Limited which provides finarnfoe
working capital purposes. As at the balance shatt f1.3m had been drawn against the facility. fBlodity is
secured against the Group's trade receivables.

At the balance sheet date the Group had an outstatidbility of £4.1m to the vendors of Sport Neapers
Limited. £2.5m relates to deferred consideratiod atiracts interest at RBS base rate plus 4% arepyable in
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November 2010. A further £1.6m relates to fundsaaded in November 2008 and May 2009 and is due for
repayment in November 2010. These funds accrueesttat a rate of 6.5% per annum.

The bank invoice finance facility and the bank loamne arranged at floating rates, thus exposingtioep to cash
flow interest rate risk. The other loans areatdirates exposing the Group to fair value risk.

The directors estimate that the fair value of tmeup’s borrowings was the same as their book value.

On 9 April 2010 RBS confirmed its agreement to pdtés committed term loan borrowing of £6.4m thgbuo 31
March 2013. In conjunction with this GGI and Roltb/&imited agreed to extend their funding of £4.fonthe
Group through to 31 March 2013. Amendments to Kigtiag agreements to reflect the extension daecarrently

being prepared and will be signed in due course.

Interest rate risk

Although speculation, including the use of comgiegncial derivative products, is not part of theo@’s trading,

the Group is exposed to interest rate risk. Kriest rates had been 1% points higher or lowenenyear and all
other variables were held constant, the impacthenGroup’s results for the year would have beeimdoease or
decrease the reported loss before tax by approgiyng&200,000.

Liquidity risk

Prior to the acquisition of Sport Newspapers theuprhad no bank or similar third part debt anditdy risk was

restricted to the maintenance of liquid cash baarzy way of active treasury management.

The acquisition of Sport Newspapers and the suleseqestructuring necessitated incurring exterdt dinance
of approximately £12m in the form, initially of adefed consideration liabilities and loan notes. SEhevere
subsequently partially repaid and partially repthbg bank loans and bank invoice finance as sealbove.

The Group has followed a policy of managing ligtyidisk by continuing to actively manage its tregstesources

whilst negotiating debt and working capital fagd#t on a renewal basis sufficient to provide lidgyid

21 Deferred tax

The following are the major deferred tax liabildiand assets recognised by the Group and moveitiemeon

during the current and prior reporting period.

a) Assets:

Accelerated Tax Amortisation Share
tax losses of based
depreciation intangibles  payment
£000 £000 £000 £000
At 1 August 2007 - - - -
(Charge)/credit to income 19 162 - 124
Acquisition of subsidiaries 125 - - -
As 31 July 2008 144 162 - 124
(Charge)/credit to income - 1,481 - (124)
As 31 December 2009 144 1,643 - -

Other

£000

Total

£'000

305
125

430

1,357

1,787
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b) Liabilities:
Accelerated Tax Amortisation Share Other Total
tax losses of based
depreciation intangibles  payment
£'000 £'000 £'000 £'000 £'000 £'000
At 1 August 2007 - - a7 21 - 68
Acquisition of subsidiaries - - - - 4,863 4,863
(Credit) to income - - - - (354) (354)
Charge to income - - - - 409 409
As 31 July 2008 - - 47 21 4,918 4,986
(Credit) to income - - - (21) (1,326) (1,347)
Charge to income - - - - 196 196
As 31 December 2009 - - 47 - 3,788 3,835
22 Operating lease arrangements
The Group as lessee
2009 2008
£'000 £'000
Minimum lease payments under operating leases
recognised as an expense in the year 220 214
At the balance sheet date, the Group had outstgmdimmitments for future minimum lease paymentseumebn-
cancellable operating leases, which fall due devia!:
2009 2008
£000 £'000
Within one year 215 214
In the second to fifth years inclusive 35 561
After five years - 216
250 991

Operating lease payments represent rentals palgililee Group for certain of its office premises a@oddry office
equipment. Equipment leases are for an averagedepnyears.
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The Company has one class of ordinary shares wdaaty no right to fixed income.
shares were designated ‘A’ ordinary shares and6B357 ‘A’ ordinary shares were issued in a shaaegment
arrangement. The ‘A’ ordinary shares rank parspas all respects with the ordinary shares extefitat they did

not carry an entitlement to participate in dividgrayments in respect of the year ended 31 July.2007

Number of Placing

shares Price £000
Authorised as at 31 July 2008 and 31 December:
200 million ordinary shares of 0.25p each 500
Issued and fully paid ordinary shares of 0.25p each
1 August 2006 38,450,438 96
Issue of shares to fund acquisitions 134,442 -
1 August 200 38,584,88 96
Placing — September 2007 58,266,667 75p 146
31 July 2008 96,851,547 242
Shares issued on exercise of options — Septemid&r 20 1,990,836 5
31 December 2009 98,842,383 247

In 2008 certairdioary

Transaction costs of £3,204,000 were incurred erigbue of shares in 2008, of which £2,600,000satisfied by
the issue of shares and the remainder settled sh, aand these costs were deducted from the shareiypn

account.

24 Share options and share based payments
The charge for the period was £1,613,000 (200828000).

Share options held by directors, employees and fharties are as follows:

Granted Exercised Lapsed

Outstanding during during during Outstandin  Exercise Date of
01.08.08 period period period g 31.12.09 price grant
463,972 - - 463,972 73p 08.05.06
1,345,765 - - 1,345,765 73p 08.05.06
1,237,699 - - 667,543 570,156 73p08.05.06
707,36¢ - - 241,18 466,18 79.25p 01.11.06
- 9,684,801 - - 9,684,80! 3.5 08.05.09

3,754,80. 9,684,80! - 908,72¢ 12,530,87

First
date of
exercise

08.05.07
08.05.06
08.05.07
01.11.09
30.11.09

Final
date of
exercise

08.05.10
08.05.11
08.05.16
01.11.16
30.04.14

A modified Black-Scholes model has been used terdene the fair value of the share options on thie of grant.
The fair value is expensed to the income staternent straight line basis over the vesting periodictv is

determined annually. The model assesses a numlifectofs in calculating the fair value. These inguhe market
price on the date of grant, the exercise pricehefshare options, the expected share price votatilithe market
sector in which the Group operates, the expecfedfithe options, the risk free rate of interestl he expected

level of dividends in future periods.

49



Sport Media Group plc

Notes to the Consolidated Financial Statements - Red ended 31 December 2009

The inputs into the model were as follows:

Granted Unapproved Unapproved Other Other EMI
2009 2006 2006 2006 2007
\F’)Yiec'ghte‘j average share 6.73p 73.00p 73.00p  73.00p  79.50p
\F’)Yiec'ghte‘j average exercise 3.5p 73.00p 73.00p  73.00p  79.50p
Expected volatility 111% 25% 25% 25% 4690
Expected life 5 years 2 years Syears 10 years 10 years
Risk-free rate 2.79% 4% 4% 4% 4%
Expected dividend yield 0% 6% 6% 6% 6%

Expected volatility was determined at the date raing of the earlier options based on the directestimates of
volatility of similar quoted stocks. In respectlafer grants the directors estimated the actualtiity at the date of
grant by reference to the company’s share priceesiiimission to AIM.

Directors’ share bonus plans

The Company has in place the following share sckeme

e the Executive Share Bonus Plan (‘ESBP’)

¢ the Executive Incentive Plan (‘EIP’)

» the Non-Executive Share Bonus Plan (‘NESBP’)
« the Non-Executive Incentive Plan (‘NEIP’)

As at 31 December 2009 directors and executivéiseobusiness retained the following rights to aegehares:

Scheme Rights over shargs
ESBP 1,218,514
EIP 2,421,288
NESBP .
NESBP .
Total 3,639,807

The terms of the ESBP, EIP, NESBP and NEIP wer@sein the Company’s AIM admission document de@ed
August 2007.

Shares awarded under the ESBP and the NESBP withffested if the recipients cease continuous eryplent
with the Group in the eighteen month period follogvgrant of rights.

Shares awarded under the EIP and the NEIP arecsubjeontinuous employment with the Group andgentince

conditions which must be satisfied over a three pesiod from the date of grant of rights. Perfanoe conditions
are based on a target share price on a sliding stiveen £1.20 and £1.60 with 2.5% vesting foh gemny

increase in the share price. Subject to satisfadf the defined performance criteria and to cargus employment
awards will vest in equal instalments on the fisetzond and third anniversaries of the award.

The fair value of the share awards on the daterafitghas been determined by reference to the maegie¢ of
shares at that date and the application of an appte discount factor to take into account thebpiwlity of the
performance conditions being met. The fair valuexpensed to the income statement on a straightlisis over
the vesting period, which is determined annually.
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The inputs into the model were as follows:

Granted ESBP EIP NESBP NEIP
\é\:fc'ghted average share 75.00p 75.00p 75.00p 75.00p
W§|ghted average exercise Nil Nil Nil Nil
price

Discount rate appl!e_d to 2506 7506 2506 7504
performance conditiol

Expected life 18 months 3years 18 months 3 years

25 Retirement benefit schemes
Defined contribution schemes

The Group operates defined contribution retirentemtefit schemes for all qualifying employees. Thgets of the
schemes are held separately from those of the Gioudpnds under the control of trustees. Where ehare
employees who leave the schemes prior to vestihgifuthe contributions, the contributions payablethe Group
are reduced by the amount of forfeited contribigion

The total cost charged to income of £73,000 (2@%8,000) represents contributions payable to tekekemes by
the Group at rates specified in the rules of tlamgpl
26 Events after the balance sheet date

On 9 April 2010 RBS confirmed its agreement toeext its committed term loan borrowing of £6.4m tigio to
31March 2013. In conjunction with this GGl and Roltvaimited agreed to extend their funding of £4.ttnthe
Group through to 31 March 2013. Amendments to #igtiag agreements to reflect the extension datecarrently
being prepared will be signed in due course.

27 Related party transactions

Transactions between the Company and its subsdiawhich are related parties, have been eliminated
consolidation and are not disclosed in this note.

28 Remuneration of key management personnel

The remuneration of the directors, who are therkapagement personnel of the Group, is set outiitectors’
Report on pages 9 to 13.
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We have audited the financial statements of Spati Group plc for the period ended 31 Decembe®2@8ich
comprise the Parent Company Balance Sheet anéldted notes numbered 1 to 12.

The financial reporting framework that has beenliagdpin their preparation is applicable law and tddi Kingdom
Accounting Standards (United Kingdom Generally Asted Accounting Practice).

This report is made solely to the company's memiessa body, in accordance with Chapter 3 of Parbflthe
Companies Act 2006. Our audit work has been unkiemtao that we might state to the company's membesse
matters we are required to state to them in ant@tglreport and for no other purpose. To the &tilextent permitted
by law, we do not accept or assume responsibditgrtyone other than the company and the compamyisbers as a
body, for our audit work, for this report, or fdvet opinions we have formed.

Respective responsibilities of directors and joinauditors

As explained more fully in the Statement of DirestdResponsibilities, the directors are respondiiri¢he preparation
of the parent company financial statements antbéimg satisfied that they give a true and fair vi@wur responsibility
is to audit the financial statements in accordamitie applicable law and International StandardsAoditing (UK and
Ireland). Those standards require us to comply thighAuditing Practices Board's Ethical StandacdsAuditors.

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amt®@nd disclosures in the financial statementficgiit to give
reasonable assurance that the financial stateraeatéree from material misstatement, whether caliseétaud or
error. This includes an assessment of: whetheat¢ieunting policies are appropriate to the compatigtumstances
and have been consistently applied and adequaistjosed; the reasonableness of significant aceuymstimates
made by the directors; and the overall presentatidahe financial statements.

Opinion on financial statements
In our opinion the financial statements:
* give atrue and fair view of the state of the comypmaffairs as at 31 December 2009;

* have been properly prepared in accordance withedritingdom Generally Accepted Accounting Practice;
and

* have been prepared in accordance with the requirsnoé the Companies Act 2006.
Emphasis of Matter — going concern

In forming our opinion on the financial statementdhich is not qualified, we have considered thegadey of the
disclosure made in note 1 to the financial stateasmeancerning the Company's ability to continue amping concern
and we consider this should be drawn to your atent

Opinion on other matter prescribed by the Companie#\ct 2006
In our opinion:

« the information given in the Directors' Report the financial year for which the financial statetseare
prepared is consistent with the financial statesient
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Independent Joint Auditors’ Report to the Shareholders of Sport Media Group plc

Matters on which we are required to report by excetion

We have nothing to report in respect of the follagvimatters where the Companies Act 2006 requirde vsport to
you if, in our opinion:

» adequate accounting records have not been kepgtwns adequate for our audit have not been reddirom
branches not visited by us; or

» the financial statements and the part of the Dams¢tRemuneration Report to be audited are nogieement
with the accounting records and returns; or

« certain disclosures of directors' remuneration ifigelcby law are not made; or
» we have not received all the information and exatlimms we require for our audit.
Other matter

We have reported separately on the Group finarstetements of Sport Media Group plc for the yeateen31
December 2009.

Richard Baker Adrian Stevens

Senior Statutory Auditor Senior Statutory Audito
For and on behalf of For and on behalf of
Horwath Clark Whitehill LLP Edwards

Statutory Auditor Statutory Auditor
Walsall Aldridge

23 April 2010
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Parent Company Balance Sheet
31 December 2009

2009 2008
Note £°000 £'000
Fixed assets
Intangible asse 3 37 40
Tangible assets 4 18 20
Fixed asset investments 5 14,900 35,906
14,955 35,966
Current asset:
Debtors 6 387 249
Deferred tax asset 7 - 126
Cash at bank and in hand 2 a7
389 422
Total assets 15,344 36,388
Creditors: Amounts falling due within one year 8 17,378 15,051
17,37¢ 15,05
Total liabilities 17,378 15,051
Net (liabilities)/assets (2,034) 21,337
Equity
Share capiti 9 247 242
Share premium account 10 41,537 41,537
Merger reserve 1,000 1,000
Profit and loss account 11 (44,818) (21,442)
Equity shareholders’ (deficit)/funds 12 (2,034) 21,337

The financial statements were approved by the bomirectors and authorised for issue on 23 ApELO. They
were signed on its behalf by:

Andrew Fickling

Chief Executive Officer
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Sport Media Group plc
Notes to the parent company financial statements period ended 31 December 2009

1

Significant accounting policies
Basis of accounting

The separate financial statements of the Companypi@sented as required by the Companies Act 200ey
have been prepared under the historic cost comremtnd in accordance with applicable United Kingdom
Accounting Standards and law.

Investments in subsidiaries

Investments in subsidiaries are stated at cost\Wéssre appropriate, provisions for impairment.stde the fair
value of the consideration given plus the acquisitosts associated with the investment.

Deferred tax

Deferred tax is recognised in respect of all timaifferences that have originated but not reveraedhe
balance sheet date where transactions or everteethdt in an obligation to pay more, or a righipay less or
to receive more tax, with the following exceptions:

. Deferred tax assets are recognised only to thenetttat the Directors consider that it is more lijikthan
not that there will be suitable taxable profitsnfravhich the future reversal of the underlying tigin
differences can be deducted; and

. Deferred tax is measured on an undiscounted bagiseaax rates that are expected to apply in the
periods in which timing differences reverse, basedax rates and laws enacted or substantivelytethac
at the balance sheet date.

Share-based payments

The cost of equity-settled transactions with emeésyis measured by reference to the fair valubeofitvard at
the date at which they are granted and is recograsean expense over the vesting period, which endbe

date at which the relevant employees become fullifled to the award. Fair value is appraisechatgrant date
and excludes the impact on non-market vesting tiomdi such as profitability and sales growth tesgesing an
appropriate pricing model for which the assumptians approved by the Directors. In valuing equéitied

transactions, only vesting conditions linked to tierket price of the shares of the Company areidered.

The expense that is recognised in the income stateis based on the Company’s estimate of shaedsnil
eventually vest and that has been adjusted foreffect of non-market based vesting conditions. The
achievement of market based vesting conditionssessed at the date of grant and not subsequentbed at
each reporting date.

At each balance sheet date before vesting, theeggtr cumulative expense is calculated, represgthtenextent
to which the vesting period has expired and managémbest estimate of the achievement or otherafisen
market conditions, number of equity instrumentg thi#l ultimately vest or in the case of an instremh subject
to a market condition, be treated as vesting desdrabove. The movement in the aggregate cumulexipense
since the previous balance sheet date is recogimghd income statement, with a correspondingydntequity.

Where the terms of an equity-settled award are fieodor a new award is designated as replacinghasdied
or settled award, the cost based on the originaréwerms continues to be recognised over ther@aligiesting
period. In addition an expense is recognised dwerrémainder of the new vesting period for thednental
fair value of any modification, based on the difiece between the fair value of the original award the fair
value of the modified award, both as measured erd#ie of the modification. No reduction is retsgd if
this difference is negative.

Information on share options and share based pagnierset out in note 24 to the consolidated firnc
information for the Group.

Bank borrowings

Interest bearing bank loans and overdrafts arerdecdoat the proceeds received, net of direct isssts.
Finance charges, including premiums payable ofesgnt or redemption and direct issue costs, areumted
for on an accrual basis in profit and loss accausihg the effective interest method and are addethe
carrying amount of the instrument to the extent thay are not settled in the period in which thege.
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Sport Media Group plc
Notes to the parent company financial statements period ended 31 December 2009

Going Concern

Having considered the Financial Reporting CourfeRC) guidance on going concern, the directors maade
the following assessment in the preparation ofatmeual report and financial statements. The Grobp&ness
activities, the financial position of the Grougs @ash flows, liquidity position and borrowing fé@@s together
with the factors likely to affect its future devploent, performance and position are set out inChief
Executive’s Statement on pages 5 to 8 and the Diredkeport on pages 9 to 13. The Group has afisigni
level of debt and in the medium term is relianttba debt facilities remaining in place. On 9 A@110 RBS
confirmed its agreement to extend its committechtéran borrowing of £6.4m through to 8farch 2013. In
conjunction with this GGI and Roldvale Limited agdeto extend their funding of £4.1m to the Grouptigh
to 31 March 2013. Amendments to the existing agesgmto reflect the extension date are currentlpgoe
prepared and will be signed in due course. In supgfahe application to RBS for the term loan esien the
directors prepared monthly trading and cash flateshents for the Group, reviewed the underlyingraggions
in detail and subjected them to sensitivity analy§tonsequently, the directors have an expectdtianthe
Group has adequate resources to continue in opeaatexistence for the foreseeable future. Accalglirthey
continue to adopt the going concern basis in piegdhe annual report and financial statements.

2 Profit for the year

As permitted by section 408 of the Companies A@&the company has elected not to present its oofit p
and loss account for the year. Sport Media Grolgp reported a loss for the financial period enddd
December 2009 of £24,989,000 (2008: £19,053,000)

Directors’ remuneration of £394,000 (2008: £497)008@s charged during the period. Details of doest
remuneration and other benefits is included inDrectors’ report on pages 9 to 13 of this anneabrt.

3 Intangible fixed assets
Other
intangible
assets
£'000
Cost
At 1 August 2007 500
Additions 7
At 31 July 2008 507
Additions -
At 31 December 2009 507
Accumulated depreciation
At 1 August 2007 33
Charge for the ye 33
Charge for impairment in the year 401
At 31 July 2008 467
Charge for the year 3
Charge for impairment in the year -
At 31 December 20( 47C
Carrying amount
At 31 December 2009 37

At 31 July 2008 40
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Notes to the parent company financial statements period ended 31 December 2009

4 Tangible fixed assets

Cost

At 1 August 2007
Additions

At 31 July 200:
Additions

At 31 December 2009
Accumulated depreciation
At 1 August 2007
Charge for the ye

At 31 July 2008
Charge for the year

At 31 December 2009

Carrying amount
At 31 December 20(

At 31 July 2008

Equipment

fixtures

&

fittings
£'000

17
5

22

22

[ERN

18

20

Depreciation is calculated to write down the cests|estimated residual value of equipment, fixtames fittings by
equal annual instalments reflecting the basis osumption of the assets over their estimated ussfohomic lives.

The rates generally applicable are:

Plant and machinery

Fixtures andittings 20 %

5 Fixed asset investments

At 31 December 2009 the Company has investmeriteeifollowing subsidiaries which principally affect the

profits or net assets of the Group.

Name

Netcollex Limited

Strictly Broadband Limited
Go Content Limited*
Telecom 2 Limited
Watchme.cor Limited

Strictlybroadband.co.uk Limite

Sport Newspapers Limited
Moresport Limited**

Melton Enterprises Limited**

Country of
incorporation

Principal activity

England Digital media content
England Digital mediantent
England Digital media content
England Digital media content
Englanc Digital media contel
Englanc Dorman
England Newspaper pulbigshi
England Newspaper publishing
England Newspaper pstiihg

* This subsidiary is owned by Strictly Broadbandnited

** These subsidiaries are owned by Sport Newspalpenged

Holding of
Ordinary
Shares
260
55.5%
5.%%
51%
51%
10C%
100%
0%0
100%
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Notes to the parent company financial statements period ended 31 December 2009
Investments in

subsidiaries
£'000

Cost
At 1 August 2007 1,337
Acquisitions 51,909
Provision for impairmer (17,340
At 31 July 2008 35,906
Acquisitions -
Provision for impairment (21,006)
At 31 December 2009 14,900
Carrying amount
At 31 December 2009 14,900
At 31 July 2008 35,906

All subsidiary undertakings are included in the smlidation. The proportion of the voting rightstime subsidiary
undertakings held directly by the parent companyaiodiffer from the proportion of ordinary sharesdd. The parent
company further does not have any shareholdingsréference shares of subsidiary undertakings iedud the
Group.

The provision for impairment relates to the Groupigestment in Sport Newspapers Limited.

As set out in note 16 to the consolidated finanicidrmation on the Group, the directors have deditb fully impair
the carrying value of £18.0m of goodwill relatedtfte acquisition of Sport Newspapers.

For the purposes of the financial statements ofptne@nt undertaking, the carrying value of the gtweent in Sport
Newspapers has been written down to the discoucdstl flows attributable to the income generating (IGU),
giving rise to a charge of £21m.

The key assumptions underpinning these calculatioashose regarding the discount rates, grow#srahd expected
changes to selling prices and direct costs dultiegperiod. Management estimates discount rateg psetax rates
that reflect current market assessments of the tethée of money and the risks specific to the 1@&dd the rate used
was 12%. The growth rates are based on the dieegoowth forecasts and the rates used were 1%apeum for
fifteen years followed by a decline of 5% in perpigtthereafter. The directors believe that the & 1% is justified
based on past performance and the Group’s positianithe market.

6 Debtors
2009 2008
£'000 £000
Trade debtors - 2
Amounts due from subsidiary undertaki 34¢ 20¢
Other debtors 38 38
387 249
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7 Deferred tax

The following are the deferred assets recognisethé&yompany and movements thereon during the rduared prior
reporting period.

Share
based
payment Total
£'000 £'000
At 1 August 2007 - -
(Charge)/credit to incon 12€ 12€
As 31 July 2008 126 126
(Charge)/credit to income (126) (126)
As 31 December 2009 - -
8 Creditors: amounts falling due within one year
2009 2008
£000 £'000
Trade creditors 109 93
Other taxes and social security 28 -
Amounts due to subsidiary undertaki 5,731 5,88t
Bank and other loa 10,647 9,00(
Accruals 863 73
17,378 15,051
Bank and other loans comprise:
2009 2008
£'000 £'000
Bank loans and overdraft 6,585 6,500
Other creditor (in relation to th8port Newspape
acquisition) 2,500 2,500
Other loans 1,562 -
10,647 9,00(

The borrowings are repayable as follows:

On demand or within one year 10,647 9,000
In the second year - -

In the third to fifth years inclusive - -

10,647 9,000

Details of borrowings are set out in note 20 todbesolidated financial statements of the Group.
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Notes to the parent company financial statements period ended 31 December 2009

9 Called-up share capital

Authorised as at 31 July 2008 and 31 December 2009:
200 million ordinary shares of 0.25p each

Issued and fully paid ordinary shares of 0.25p each
1 August 2006

Issue of shares to fund acquisitions

1 August 200

Placing — September 2007

31 July 2008

Shares issued on exercise of options — Septemioér 20

31 December 20(

Number of
Shares

38,450,438
134,442

38,584,88

58,266,667

96,851,547
1,990,836

98,842,38

Placing
price

75p

£'000

500

96

96

146

242

The Company has one class of ordinary shares vaaialy no right to fixed income. During the yearta& ordinary
shares were designated ‘A’ ordinary shares and68%%87 ‘A’ ordinary shares were issued in a shdeegment
arrangement. The ‘A’ ordinary shares rank parspas all respects with the ordinary shares extefftat they did not
carry an entitlement to participate in dividend payts in respect of the year ended 31 July 2007.

Transaction costs of £3,204,000 were incurred erigbue of shares in 2008 of which £2,600,000 atsfied by the
issue of shares and the remainder settled in eashthese costs were deducted from the share preadcount.

10  Share premium account

Balance at 1 August 20

Premium arising on issue of equity shares
Expenses of issue of equity shares
Balance at 1 August 2007

Premium arising on issue of equity shares
Expenses of issue of equity shares

Balance at 1 August 28
Shares issued on exercise of options — Septemiér 20

Balance at 31 December 2009

£000
1,161
106
(80)
1,187

43,554

(3,204)

41,535

41,537
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11

12

Profit & loss account

Balance at 1 August 20
Net loss for the year
Dividends paid

Balance at 1 August 2008
Net loss for the year

Balance at 31 December 20(

Reconciliation of movements in shareholders’ fuils

Balance at 1 August 2007

Net loss for the year

Share based payments

Dividends paid

Issue of share capital

Expenses of issue of equity shares

Balanctat 1 August 208
Net loss for the period
Share based payments
Dividends paid

Issue of share capital

Balance at 31 December 2009

£000

65
(18,027)

(3,480)

(21,442)
(23,376)

(44,818

£000

2,348

(19,053)
1,026

(3,480)
43,700

(3,204)

21,33}
(24,989)
1,613

(2,034)
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