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CHINA YOUTH MEDIA, INC.
 

Consolidated Balance Sheet
 

  September 30,  December 31, 
  2009   2008  
  (Unaudited)   (Audited)  
ASSETS       
CURRENT ASSETS       
Cash and cash equivalents  $ 217,023  $ 34,425 
Accounts receivable, net   145,262   161,604 
Other current assets   121,660   112,500 
TOTAL CURRENT ASSETS   483,945   308,529 
         
Property and equipment, net   70,949   16,778 
Intangible assets, net   8,810,471   8,537,503 
Other Assets   25,054   98,968 
         
TOTAL ASSETS  $ 9,390,419  $ 8,961,778 
         
LIABILITIES AND STOCKHOLDERS' EQUITY (DEFICIT)         
         
CURRENT LIABILITIES         
         
Accounts payable  $ 267,704  $ 197,582 
Accrued liabilities   956,965   848,006 
Note payable - related party   5,000   5,000 
         
TOTAL CURRENT LIABILITIES   1,229,669   1,050,588 
         
LONG TERM LIABILITIES         
         
Convertible notes payable - related party   150,000   2,228,047 
Convertible note payable   250,000   250,000 
Note payable   1,866,870   100,000 
Beneficial conversion feature   (301,794)  (207,489)
         
TOTAL LONG TERM LIABILITIES   1,965,076   2,370,558 
         
TOTAL LIABILITIES  $ 3,194,745  $ 3,421,146 
         
STOCKHOLDERS' EQUITY (DEFICIT)         
         
Preferred stock, $0.001 par value: 2,000,000 shares authorized;         

Series A Preferred Stock, $0.001 par value; 500,000 shares
authorized;         

71,020 shares issued and outstanding at September 30, 2009;         
82,020 shares issued and outstanding at December 31, 2008;   71   83 

Common stock, $0.001 par value: 500,000,000 shares authorized;         
    158,096,672 shares issued and outstanding at September 30, 2009;         
    71,828,439 shares issued and outstanding at December 31, 2008;   158,097   71,828 
Paid-in capital   20,871,443   16,313,219 
Accumulated deficit   (14,833,937)  (10,844,498)
         
TOTAL STOCKHOLDERS' EQUITY (DEFICIT)   6,195,674   5,540,632 
         
TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY
(DEFICIT)  $ 9,390,419  $ 8,961,778 

The accompanying notes are an integral part of these consolidated financial statements.
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CHINA YOUTH MEDIA, INC.
 

Consolidated Statements of Operations (Unaudited)
 

  Three Months Ended   Nine Months Ended  
  September 30,  September 30,  September 30,  September 30, 
  2009   2008   2009   2008  
             
REVENUE             

Sales  $ 5,000  $ 28,144   5,000   106,753 
                 

Total revenue   5,000   28,144   5,000   106,753 
                 
OPERATING EXPENSES                 
    Cost of sales   —   260   —   17,106 

Selling, general and administrative
expenses   1,310,292   1,024,632   3,936,267   1,881,514 
                 

Total operating expenses   1,310,292   1,024,892   3,936,267   1,898,620 
                 

Operating loss   (1,305,292)  (996,748)  (3,931,267)  (1,791,867)
                 
Other Income (expense)                 

Interest income   52   —   95   — 
Interest expense   (65,675)  (250,004)  (206,653)  (330,280)
Rental income   49,662   50,741   148,386   98,741 
Loss on abandonment   —   —   —   (130,317)
Total other income (expense)   (15,961)  (199,263)  (58,172)  (361,856)

                 
LOSS BEFORE INCOME
TAXES   (1,321,253)  (1,196,011)  (3,989,439)  (2,153,723)
                 
PROVISION FOR INCOME
TAXES   —   —   —   1,600 
                 
NET LOSS  $ (1,321,253) $ (1,196,011) $ (3,989,439) $ (2,155,323)
                 
BASIC AND DILUTED NET
LOSS PER COMMON SHARE  $ (0.01) $ (0.02) $ (0.03) $ (0.05)
                 
WEIGHTED AVERAGE
COMMON SHARES
OUTSTANDING   157,354,824   51,454,526   116,760,799   47,070,652 

The accompanying notes are an integral part of these consolidated financial statements.
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CHINA YOUTH MEDIA, INC.

Consolidated Statements of Cash Flows (Unaudited)
 

  Nine Months Ended  
  September 30,  September 30, 
  2009   2008  
Cash flows from operating activities:       

Net loss  $ (3,989,439)  $ (2,155,323)
Adjustments to reconcile net loss to net cash used in operating

activities:         
Loss on Abandonment   —   130,317 
Depreciation   9,937   25,382 
Amortization of licenses   595,356   642,872 
Amortization of beneficial conversion feature   68,195   234,798 
Stock-based compensation to employees and directors   1,709,934   134,446 
Changes in operating assets and liabilities:         

Accounts receivable   16,342   23,406 
Inventories   —   15,436 
Other assets   64,754   (2,741)
Accounts payable and accrued liabilities   269,081   345,668 

         
Net cash used in operating activities   (1,255,840)   (605,739)

         
Cash flows from investing activities:         
  Purchases of property and equipment   (64,109)   — 
  Purchases of intangible assets   (268,323)   — 
         

Net cash used in investing activities   (332,432)   — 
         
Cash flows from financing activities:         
  Proceeds from issuance of common stock   4,000   347,500 
  Proceeds from issuance of preferred stock   —   31,200 
  Proceeds from issuance of convertible notes   —   250,000 
  Proceeds from issuance of convertible note related party   —   152,000 
  Proceeds from note   1,766,870   — 
         

Net cash provided by financing activities   1,770,870   780,700 
         
Net increase (decrease) in cash and cash equivalents   182,598   174,961 
         
Cash and cash equivalents at beginning of period   34,425   5,600 
         
Cash and cash equivalents at end of period  $ 217,023  $ 180,561 
         

Supplemental disclosures of cash flow information:         
         

Cash paid for income taxes  $ —  $ 1,600 
         

Non-cash investing and financing activity:         
         

Beneficial conversion feature   —   118,583 
Shares issued pursuant to consulting agreement  $ 90,000  $ — 
Acquisition of intangible assets for stock  $ 600,000  $ 9,199,800 

 The accompanying notes are an integral part of these consolidated financial statements.

 
5



 

CHINA YOUTH MEDIA, INC.
Notes to Consolidated Interim Financial Statements - Unaudited
September 30, 2009
 
1. Description of Business
 
China Youth Media, Inc. ("the Company") was organized under the laws of the State of Utah on July 19, 1983 under the name of
Digicorp. Pursuant to shareholder approval, on October 6, 2006, the Board of Directors of the Company approved and authorized the
Company to enter into an Agreement and Plan of Merger by and between the Company and Digicorp, Inc., a Delaware corporation and
newly formed wholly-owned subsidiary of the Company that was incorporated under the Delaware General Corporation Law for the
purpose of effecting a change of domicile.  Effective February 22, 2007, the Company changed its domicile from Utah to Delaware
with the name of the surviving corporation being Digicorp, Inc.
 
Pursuant to a Certificate of Amendment to our Certificate of Incorporation filed with the State of Delaware which took effect as of
October 16, 2008, the Company's name changed from "Digicorp, Inc." to "China Youth Media, Inc." (the "Corporate Name
Change").  As a result of the Corporate Name Change, our stock symbol changed to "CHYU" with the opening of trading on October
16, 2008 on the OTCBB.
 
China Youth Media, Inc.
 
China Youth Media, Inc. is a China focused youth marketing and media company whose business is to provide advertisers and
corporations with direct and centralized access to China’s massive but difficult to reach student population.
 
Youth Media (BVI) Limited
 
On May 8, 2008, under the laws of the British Virgin Islands, the Company formed Youth Media (BVI) Limited ("YM BVI").  YM
BVI is a wholly-owned subsidiary of the Company and was established for the purpose of incorporating the Company's wholly-
owned subsidiary in Hong Kong.
 
Youth Media (Hong Kong) Limited and Youth Media (Beijing) Limited
 
Youth Media (Hong Kong) Limited ("YMHK"), a company organized under the laws of Hong Kong on May 19, 2008, and Youth
Media (Beijing) Limited (“YMBJ”), a company organized under the laws of the People's Republic of China on December 10, 2008, are
wholly-owned subsidiaries of YM BVI and were formed by the Company to take advantage of its shift in business to aggregation and
distribution of international content and advertising for Internet or online consumption in China.
 
Rebel Crew Films, Inc.
 
Rebel Crew Films is a wholly-owned subsidiary of the Company and was organized under the laws of the State of California on
August 7, 2002.  In January 2008, the Company entered into a license and distribution agreement with Westlake Entertainment, Inc.
which effectively shifted all day-to-day operations related to our home video library.
 
PerreoRadio.com
 
PerreoRadio.com is our wholly-owned and operated website targeted to the young, urban Latino demographic offers online radio
shows, podcasts, music, and music videos.
 
The Company is organized in a single operating segment with no long-lived assets outside of the United States of America.  All of our
revenues to date have been generated in the United States, but with the development of our China ITVN media portal, we expect that a
portion of our future revenues will be from other countries.  
 
2. Basis of Presentation and Significant Accounting Policies.
 
Basis of Presentation
 
The accompanying consolidated financial statements have been prepared in accordance with the Generally Accepted Accounting
Principles in the United States of America ("GAAP").
 
Principles of Consolidation
 
The accompanying consolidated financial statements include the accounts of the Company and its wholly-owned subsidiaries.  All
significant intercompany accounts and transactions have been eliminated in consolidation.
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Going Concern
 
The accompanying financial statements have been prepared assuming that the Company will continue as a going concern which
contemplates the realization of assets and satisfaction of liabilities in the normal course of business.  At September 30, 2009, the
Company had an accumulated deficit of $14.8 million and a working capital deficit of $746,000.  During the nine months ended
September 30, 2009, the Company incurred a loss of approximately $4 million.  During the nine months ended September 30, 2009,
the Company primarily relied upon financing activities to fund its operations.  These conditions raise substantial doubt about the
Company's ability to continue as a going concern.  Management is currently seeking additional financing and believes that these
avenues will continue to be available to the Company to fund its operations, however no assurances can be made.  The accompanying
financial statements do not include any adjustments that might result from the outcome of this uncertainty.
 
Use of Estimates
 
The preparation of financial statements in conformity with GAAP requires management to make estimates and assumptions that affect
the amounts reported in the financial statements and accompanying notes.  These estimates are based on knowledge of current events
and anticipated future events and accordingly, actual results may differ from those estimates.
 
Foreign Currency Transactions
 
The Company's functional currency is the United States Dollar (the "US Dollar").   From time to time, and with the contemplation of
expanding the Company's operations in China, the Company enters into transactions denominated in the currency of the People's
Republic of China, whose principal unit is the Yuan ("Renminbi" or "RMB") and in the Hong Kong Dollar ("HK Dollar").  The
transactions denominated in currencies other than the functional currency are translated into US Dollars at the exchange rates quoted by
the Federal Reserve Bank of New York which represents the noon buying rate in the City of New York and are certified for customs
purposes.  These exchange rates are not intended to imply that the foreign exchange rates quoted could have been, or could be,
converted, realized or settled into U.S. dollars or any other currency at the quoted rate on the date of the transaction.
 
Cash and Cash equivalents
 
The Company considers only highly liquid investments such as money market funds and commercial paper with maturities of 90 days
or less at the date of their acquisition as cash and cash equivalents.
 
The Company maintains cash in bank and deposit accounts which, at times, may exceed federally insured limits. The Company has not
experienced any losses in such accounts. The Company believes it is not exposed to any significant credit risk on cash and cash
equivalents.
 
Fair Value of Financial Instruments
 
The carrying amounts of financial instruments, including cash and cash equivalents, accounts receivable, accounts payable and accrued
liabilities, approximate fair value as of September 30, 2009 because of their generally short term nature.

Goodwill

In accordance with Statement of Financial Accounting Standards No. 142, Goodwill and Other Intangible Assets ("SFAS No. 142"),
goodwill is defined as the excess of the purchase price over the fair value assigned to individual assets acquired and liabilities assumed
and is tested for impairment at the reporting unit level (operating segment or one level below an operating segment) on an annual basis
in the Company's fourth fiscal quarter or more frequently if indicators of impairment exist. The performance of the test involves a two-
step process. The first step of the impairment test involves comparing the fair value of the Company's reporting units with each
respective reporting unit's carrying amount, including goodwill. The fair value of reporting units is generally determined using the
income approach. If the carrying amount of a reporting unit exceeds the reporting unit's fair value, the second step of the goodwill
impairment test is performed to determine the amount of any impairment loss.  The second step of the goodwill impairment test
involves comparing the implied fair value of the reporting unit's goodwill with the carrying amount of that goodwill.  In accordance
with SFAS No. 142, no amortization is recorded for goodwill with indefinite useful life.  No goodwill impairment was recognized
during the nine months ended September 30, 2009 and 2008.
  
Intangible Assets
 
In accordance with Statement of Financial Accounting Standards No. 142, Goodwill and Other Intangible Assets ("SFAS No. 142"),
intangible assets that are determined not to have an indefinite useful life are subject to amortization.  The Company amortizes intangible
assets using the straight-line method over their estimated useful lives.
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Impairment of Long-Lived and Intangible Assets
 
In accordance with Statement of Financial Accounting Standards No. 144, Accounting for the Impairment or Disposal of Long-Lived
Assets (“SFAS No. 144”), the Company reviews long-lived assets for impairment whenever events or changes in circumstances indicate
that the carrying amount of these assets may not be recoverable. The Company assesses the recoverability of the long-lived and
intangible assets by comparing the carrying amount to the estimated future undiscounted cash flow associated with the related
assets.  No impairment was recognized during the nine months ended September 30, 2009 and 2008.
 
Stock-Based Compensation
 
The Company accounts for stock-based compensation awards in accordance with the provisions of Statement of Financial Accounting
Standards No. 123(R), Share-Based Payment ("SFAS No. 123R"), which addresses the accounting for employee stock options.  
SFAS No. 123R revises the disclosure provisions of Statement of Financial Accounting Standards No. 123,  Accounting-Based
Compensation ("SFAS No. 123"), and supersedes Accounting Principles Board Opinion No. 25, Accounting for Stock Issued to
Employees (“APB No. 25”).  SFAS No. 123R requires that the cost of all employee stock options, as well as other equity-based
compensation arrangements, be reflected in the financial statements over the vesting period based on the estimated fair value of the
awards.  During the nine months ended September 30, 2009 and September 30, 2008, the Company had stock-based compensation
expense related to issuances of stock options and warrants to the Company's employees, directors and consultants of $1.7 million and
$134,000, respectively.

Revenue Recognition
 
Advertising Supported Intranet Television Network Media Website - Koobee is a large scale, advertising supported Intranet Television
Network (ITVN) media portal that is initially targeting China’s campus based college students, estimated to total more than 30 million
young people.  Koobee is a venue for marketers to deliver traditional TV spots and new media advertising campaigns to a vast,
upwardly mobile, targeted demographic.  Advertisers and channel owners will have available to them multiple touch points ranging
from interstitial interactive ads to banners within social networking clubs and sponsored competitions, all with accurate ad tracking that
ensures clients realize value from unique and fully licensed content.  Koobee provides advertisers the impact of TV with the ROI of the
Internet.  We expect this combination to be competitive and sufficiently appealing to capture market share in China’s fast growth online
advertising industry.   We believe that significant opportunities exist in the China Internet advertising space, and we will actively pursue
this potential source of revenue during the year ending December 31, 2010.
 
Accounts Receivable
 
Accounts receivable are recorded at the invoice amount and do not bear interest.  Accounts receivable at September 30, 2009 and
December 31, 2008 are presented net of an allowance for doubtful accounts of $15,000 and $15,000, respectfully.
 
Allowance for Doubtful Accounts
 
The allowance for doubtful accounts is the Company's estimate of the amount of probable credit losses in the Company's existing
accounts receivable.  The Company determines the allowance based on historical write-off experience. The Company reviews its
allowance for doubtful accounts periodically.  Past due balances are reviewed individually for collectability.  Account balances are
charged off against the allowance after all means of collection have been exhausted and potential for recovery is considered remote. The
Company does not have any off-balance-sheet exposure related to its customers.  

Property and Equipment
 
Property and equipment are recorded at cost and depreciated using the straight-line method over the useful lives of the assets, generally
from three to seven years.   Property and equipment at September 30, 2009 and December 31, 2008 are presented net of accumulated
depreciation of $34,000 and $22,000, respectfully.  Depreciation expense for the nine months ended September 30, 2009 and 2008 was
$10,000 and $25,000, respectively.
 
Beneficial Conversion Feature of Convertible Notes Payable
 
The Company accounts for convertible notes payable in accordance with the guidelines established by APB Opinion No. 14,
Accounting for Convertible Debt and Debt issued with Stock Purchase Warrants ("APB No. 14"), Emerging Issues Task Force
("EITF") 98-5, Accounting for Convertible Securities with Beneficial Conversion Features or Contingently Adjustable Conversion
Ratios and EITF 00-27, Application of Issue No 98-5 To Certain Convertible Instruments. The Beneficial Conversion Feature
("BCF") of a convertible note, is normally characterized as the convertible portion or feature of certain notes payable that provide a rate
of conversion that is below market value or in-the-money when issued.  The Company records a BCF related to the issuance of a
convertible note when issued and also records the estimated fair value of the warrants issued with those convertible notes.
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The BCF of a convertible note is measured by allocating a portion of the note's proceeds to the warrants and as a reduction of the
carrying amount of the convertible note equal to the intrinsic value of the conversion feature, both of which are credited to additional
paid-in-capital. The Company calculates the fair value of warrants issued with the convertible note using the Black-Scholes valuation
model and uses the same assumptions for valuing employee options in accordance with SFAS No. 123R.  The only difference is that
the contractual life of the warrants is used.
 
The value of the proceeds received from a convertible note is then allocated between the conversion feature and warrants on a relative
fair value basis. The allocated fair value is recorded  in the consolidated financial statements as a debt discount (premium) from the face
amount of the note and such discount is amortized over the expected term of the convertible note (or to the conversion date of the note,
if sooner) and is credited to interest expense.
 
Income Taxes
 
The Company has implemented the provisions of Statement of Financial Accounting Standards No. 109, Accounting for Income Taxes
(“SFAS 109”). SFAS 109 requires that income tax accounts be computed using the liability method. Deferred taxes are determined
based upon the estimated future tax effects of differences between the financial reporting and tax reporting bases of assets and liabilities
given the provisions of currently enacted tax laws.
 
Advertising Costs
 
The Company expenses advertising costs when incurred. Advertising expense for the nine months ended September 30, 2009 and
2008 was $7,000 and zero, respectively.

Recent Accounting Pronouncements 

In June 2009, the Financial Accounting Standards Board (“FASB”) issued SFAS No. 168, The “FASB Accounting Standards
Codification” and the Hierarchy of Generally Accepted Accounting Principles. This standard replaces SFAS No. 162, The Hierarchy
of Generally Accepted Accounting Principles, and establishes only two levels of U.S. generally accepted accounting principles
(“GAAP”), authoritative and nonauthoritative. The FASB Accounting Standards Codification (the “Codification”) became the source
of authoritative, nongovernmental GAAP, except for rules and interpretive releases of the Securities and Exchange Commission
(“SEC”), which are sources of authoritative GAAP for SEC registrants. All other non-grandfathered, non-SEC accounting literature
not included in the Codification became nonauthoritative. This standard is effective for financial statements for interim or annual
reporting periods ending after September 15, 2009.  We have begun to use the new guidelines and numbering system prescribed by the
Codification when referring to GAAP in the third quarter of fiscal 2010.  As the Codification was not intended to change or alter
existing GAAP, it will not have a material impact on our consolidated financial statements.

In June 2009, the FASB issued SFAS No. 167, Amendments to FASB Interpretation No. 46(R). This standard responds to concerns
about the application of certain key provisions of FASB Interpretation (FIN) 46(R), including those regarding the transparency of the
involvement with variable interest entities. Specifically, SFAS No. 167 requires a qualitative approach to identifying a controlling
financial interest in a variable interest entity (“VIE”) and requires ongoing assessment of whether an entity is a VIE and whether an
interest in a VIE makes the holder the primary beneficiary of the VIE. In addition, the standard requires additional disclosures about the
involvement with a VIE and any significant changes in risk exposure due to that involvement. SFAS No. 167 is effective for fiscal
years beginning after November 15, 2009. We plan to adopt SFAS No. 167 and are evaluating the impact, if any, it will have on our
consolidated financial statements.

In June 2009, the FASB issued SFAS No. 166, Accounting for Transfers of Financial Assets, an amendment to SFAS No. 140. The
new standard eliminates the concept of a “qualifying special-purpose entity,” changes the requirements for derecognizing financial
assets, and requires additional disclosures in order to enhance information reported to users of financial statements by providing greater
transparency about transfers of financial assets, including securitization transactions, and an entity’s continuing involvement in and
exposure to the risks related to transferred financial assets. SFAS No. 166 is effective for fiscal years beginning after November 15,
2009.  We plan to adopt SFAS No. 166 and are evaluating the impact, if any, it will have on our consolidated financial statements.

In May 2009, the FASB issued SFAS No. 165, “Subsequent Events”. This statement requires management to evaluate subsequent
events through the date the financial statements are either issued, or available to be issued. Companies are required to disclose the date
through which subsequent events have been evaluated.  SFAS No. 165 is effective for interim or annual financial periods ending after
June 15, 2009. The Company evaluated its September 30, 2009 financial statements for subsequent events through November 13,
2009, the date the financial statements were available to be issued. Other than the agreements and events in Note 17, the Company is
not aware of any subsequent events which would require recognition or disclosure in the financial statements.
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In April 2009, the FASB issued FSP SFAS 107-1/APB 28-1, “Interim Disclosures about Fair Value of Financial Instruments” (“FSP
107-1”). FSP FAS 107-1 amends FASB Statement No. 107, Disclosures about Fair Value of Financial Instruments, to require
disclosures about fair value of financial instruments for interim reporting periods of publicly traded companies as well as in annual
financial statements. This FSP also amends APB Opinion No. 28, Interim Financial Reporting, to require those disclosures in
summarized financial information at interim reporting periods. This FSP applies to all financial instruments within the scope of
Statement 107 held by publicly traded companies, as defined by APB 28, and requires that a publicly traded company shall include
disclosures about the fair value of its financial instruments whenever it issues summarized financial information for interim reporting
periods. FSP 107-1 shall be effective for interim reporting periods ending after June 15, 2009, with early adoption permitted for
periods ending after March 15, 2009. We do not expect the adoption of SFAS No. 107-1 to have a material impact on the Company’s
income statement, financial position or cash flows.

In April 2009, the FASB issued FSP FAS 157-4, “Determining Fair Value When the Volume and Level of Activity for the Asset or
Liability Have Significantly Decreased and Identifying Transactions That Are Not Orderly” (FSP FAS 157-4). FSP FAS 157-4
amends SFAS 157 and provides additional guidance for estimating fair value in accordance with SFAS 157 when the volume and level
of activity for the asset or liability have significantly decreased and also includes guidance on identifying circumstances that indicate a
transaction is not orderly for fair value measurements. This FSP is effective for interim and annual periods ending after June 15,
2009.  We do not expect the adoption of  FAS No. 157-4 to have a material impact on the Company’s income statement, financial
position or cash flows.

In May 2008, the FASB issued SFAS No. 162, “The Hierarchy of Generally Accepted Accounting Principles”, which is effective 60
days following the SEC’s approval of the Public Company Accounting Oversight Board (PCAOB) amendments to AU Section 411,
The Meaning of Present Fairly in Conformity With Generally Accepted Accounting Principles. This Statement identifies the sources of
accounting principles and the framework for selecting the principles used in the preparation of financial statements of nongovernmental
entities that are presented in conformity with generally accepted accounting principles (GAAP) in the United States (the GAAP
hierarchy). We do not expect the adoption of  SFAS No. 162 to have a material impact on the Company’s income statement, financial
position or cash flows.

In May 2008, the FASB issued FSP Accounting Principles Board Opinion (“APB”) No. 14-1, Accounting for Convertible Debt
Instruments That May Be Settled in Cash upon Conversion (Including Partial Cash Settlement) (“FSP APB 14-1”), which requires the
issuer of certain convertible debt instruments that may be settled in cash (or other assets) on conversion to separately account for the
liability (debt) and equity (conversion option) components of the instrument in a manner that reflects the issuer’s nonconvertible debt
borrowing rate. FSP APB 14-1 became effective for the Company on January 1, 2009 and requires retroactive application. The
adoption of FSP APB 14-1 is not expected to have a material impact on the Company’s consolidated financial position, cash flows, or
results of operations.

In April 2008, the FASB issued FSP FAS No. 142-3, “Determination of the Useful Life of Intangible Assets”, which is effective for
fiscal years beginning after November 15, 2008. This statement amends the factors that should be considered in developing renewal or
extension assumptions used to determine the useful life of a recognized intangible asset under SFAS No. 142.  FAS No. 142-3 is
effective for the Company beginning January 1, 2009. We do not expect the adoption of FAS No. 142-3 to have a material impact on
the Company’s income statement, financial position or cash flows.

In March 2008, the FASB issued SFAS No. 161, “Disclosures about Derivative Instruments and Hedging Activities an amendment of
FASB Statement No. 133”, which is effective for fiscal years beginning after November 15, 2008. This statement amends and expands
the disclosure requirements of SFAS No. 133 with the intent to provide users of financial statements with an enhanced understanding
of: a) How and why an entity uses derivative instruments; b) How derivative instruments and related hedged items are accounted for
under SFAS No. 133 and its related interpretations; and c) How derivative instruments and related hedged items affect an entity’s
financial position, financial performance, and cash flows. SFAS No. 161 is effective for the Company beginning in the first quarter of
fiscal 2009. We do not expect the adoption of SFAS No. 161 to have a material effect on the Company’s consolidated results of
operations and financial condition.

In February 2008, the FASB issued FASB Staff Position (“FSP”) No. FAS 157-2, Effective Date of FASB Statement No. 157 (“FSP
FAS 157-2”), which delays the effective date of SFAS No. 157, Fair Value Measurements (“SFAS 157”) for all non-financial assets
and non-financial liabilities, except those that are recognized or disclosed at fair value in the financial statements on a recurring basis (at
least annually) for fiscal years beginning after November 15, 2008, and interim periods within those fiscal years for items within the
scope of this FSP. The adoption of FSP FAS 157-2 is not expected to have a material impact on the Company’s consolidated financial
position, cash flows, or results of operations.
 
In December 2007, the FASB issued Statement of Financial Accounting Standards No. 160, Noncontrolling Interests in Consolidated
Financial Statements an amendment of ARB 51 ("SFAS 160").  SFAS 160 establishes accounting and reporting standards for
ownership interests in subsidiaries held by parties other than the parent, the amount of consolidated net income attributable to the parent
and to the noncontrolling interest, changes in a parent's ownership interest and the valuation of retained noncontrolling equity
investments when a subsidiary is deconsolidated. SFAS 160 also established reporting requirements that provide sufficient disclosures
that clearly identify and distinguish between the interests of the parent and the interests of the noncontrolling owner. SFAS No. 160 is
effective for the Company beginning January 1, 2009. We do not expect the adoption of this standard to have a material impact on the
Company’s income statement, financial position or cash flows.
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In December 2007, the FASB issued Statement of Financial Accounting Standards No. 141(R), Business Combinations ("SFAS
141(R)").  This statement requires the acquiring entity in a business combination to record all assets acquired and liabilities assumed at
their respective acquisition-date fair values, changes the recognition of assets acquired and liabilities assumed arising from
contingencies, changes the recognition and measurement of contingent consideration, and requires the expensing of acquisition-related
costs as incurred. SFAS 141(R) also requires additional disclosure of information surrounding a business combination, such that users
of the entity's financial statements can fully understand the nature and financial impact of the business combination.  SFAS 141(R) is
effective for the Company beginning January 1, 2009 and we will apply it prospectively to business combinations completed on or
after that date.

3. Other Current Assets
 
On September 1, 2008 the Company entered into a Consulting Agreement ("Consulting Agreement") with American Capital Ventures,
Inc. ("ACV, Inc."). Pursuant to the terms of the Consulting Agreement, ACV, Inc. will provide the Company with investor relations
consulting services for a period of two years and in consideration, ACV, Inc. will receive 2.5 million shares of the Company's
Common Stock of which 1.5 million shares will be issued during the initial twelve-month term and the remainder will be issued on the
thirteenth month of the agreement term. See Note 15 Equity Transactions for information on the issuance of certain shares in advance
of the thirteenth month. The Consulting Agreement was valued at $225,000 based on the fair value of the underlying shares of the
Company's common stock on the effective date of the Agreement and will be amortized on a straight-line basis over the agreement term
of two years.  The balance remaining in other current assets at September 30, 2009 corresponding to the Consulting Agreement with
ACV, Inc. was $103,100.

On September 1, 2009, the Company recorded $15,000 prepaid expense pursuant to a Technical Services Agreement entered into by
YMBJ with Tsing Hua University pursuant to terms of which the Company will receive technical services and bandwidth for a period
of eleven months.  At September 30, 2009, the balance remaining in the other current assets related to the Technical Services
Agreement was $12,000.

On August 11, 2009, the Company recorded $8,800 prepaid expense pursuant to a Video and Technical Services Agreement entered
into by YMBJ with LETV pursuant to terms of which the Company will receive video and technical services for a period of nine
months.  At September 30, 2009, the balance remaining in the other current assets related to the Video and Technical Services
Agreement was $6,600.
 
4. Property and Equipment
 
Property and equipment at September 30, 2009 and December 31, 2008 consist of the following:

   September 30,  December 31, 
Property and Equipment  2009   2008  
Computer Software and Equipment  $ 100,495  $ 33,846 
Office Furniture and Equipment   4,088   6,628 
Total Property and Equipment  $ 104,583  $ 40,474 
         
Less: Accumulated Depreciation   (33,634)   (23,696)
Property and Equipment, net  $ 70,949  $ 16,778 

 
5. Intangible Assets
 
Intangible assets consist of capitalized Content License & Distribution Agreements, China IPTV & Mobile Licenses, license fees for
licensed content the Company acquired from owners including producers, studios and distributors, as well as the Company's
Koobee.com and PerreoRadio.com suite of websites and internet properties.
 
In August 2009, the Company entered into an agreement (the "EPL Agreement") with WinTV, a subscription channel in China run by
state-owned Guangdong Provincial Television pursuant to which the Company secured the online rights to distribute the 2009-2010
season of the English Premier League (“EPL”).  The EPL Agreement is part of a licensing agreement between YMHK and WinTV and
has a term of six months.  During the nine months ended September 30, 2009, amortization expense related to the EPL Agreement was
$87,500.
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On June 2, 2008, the Company entered into a Content License Agreement (the “Content License Agreement”) with New China Media,
LLC ("New China Media"), YGP, LLC ("YGP") and TWK Holdings, LLC ("TWK") (collectively referred to as "Content
Providers"). In consideration for the license to certain content by the Content Providers, the Content License Agreement provided for
the issuance of 31,200 shares of the Company’s Series A Convertible Preferred Stock, that are convertible to 31,200,000 shares of the
Company’s common stock.  The Content License was valued at $2,808,000 based on the fair value of the associated underlying shares
of the Company’s common stock.  The Content License Agreement has a term of 2 years with an automatic renewal term of an
additional 2 years and, as such, has an estimated useful life of 4 years.  The Content License Agreement will be amortized over the
respective estimated useful life and will be reviewed periodically for impairment in accordance with FASB Statement No. 144,
Accounting for Impairment or Disposal of Long-Lived Assets.  On January 8, 2009, the Content License Agreement was further
extended by an additional eight (8) years for a total of ten (10) years.  In consideration for the increase in the term of the agreement,
New China Media received four million (4,000,000) shares of the Company's common stock.  The Content License Agreement
extension was valued at $604,000 based on the fair value of the associated underlying shares of the Company’s common stock on the
date of the extension agreement.  During the nine months ended September 30, 2009 and 2008, amortization expense related to the
Content License Agreements and China IPTV Licenses was $495,200 and $556,100, respectively.

Koobee.com has been determined to have an indefinite useful life based primarily on the renewability of the domain name.  Intangible
assets with an indefinite life are not subject to amortization, but will be subject to periodic evaluation for impairment.
 
Licensed content acquired is capitalized at the time of purchase.  The term of the licensed content agreements usually vary between one
to five years (the "Title Term"). At the end of the Title Term, the Company generally has the option of discontinuing distribution of the
title or extending the Title Term. The Company amortizes the capitalized license fees, on a straight line basis over the Title Term.
 During the nine months ended September 30, 2009 and 2008, amortization expense related to the licensed content was $12,600 and
$77,400, respectively.
 
The PerreoRadio suite of websites consists of the following Internet domain names and all materials, intellectual property, goodwill and
records in connection therewith (the "PerreoRadio Assets" or "PerreoRadio"): Perreoradio.com, Radioperreo.com, Perreomobile.com,
Perreotv.com, Puroperreo.com, Puroreggaeton.com, Purosandungueo.com, Sandungueoradio.com, Machetemusic.net,
Machetemusic.org, Machetemusica.com and Musicamachete.com.  

Intangible assets and accumulated amortization at September 30, 2009 and December 31, 2008 are comprised of the following:
 

  September 30,  December 31, 
Intangible Assets  2009   2008  
China IPTV & Mobile Licenses  $ 6,391,800  $ 6,391,800 
Content Licenses   3,670,500   2,808,000 
Domain Assets   7,833   2,010 
PerreoRadio Assets   27,800   27,800 
Licensed and Developed Content   283,104   283,104 
Total Intangible Assets   10,381,037   9,512,714 
         
Less: Accumulated Amortization   (1,570,556)  (975,211)
Intangible Assets, net  $ 8,810,471  $ 8,537,503 

 
6. Other Assets
 
The balance recorded in other current assets at September 30, 2009 correspond to security deposits of $18,400 related to our lease
holdings, $1,500 related to Water and Power Utility deposit requirements, and $5,200 of deferred rental income.

7. Loss Per Common Share
 
Income (loss) per common share is based on the weighted average number of common shares outstanding. The Company complies
with SFAS No. 128, Earnings Per Share, which requires dual presentation of basic and diluted earnings per share on the face of the
statements of operations. Basic per share earnings or loss excludes dilution and is computed by dividing income (loss) available to
common stockholders by the weighted-average common shares outstanding for the period. Diluted per share earnings or loss reflect the
potential dilution that could occur if convertible preferred stock or debentures, options and warrants were to be exercised or converted
or otherwise result in the issuance of common stock that is then shared in the earnings of the entity.  Since the effects of outstanding
options, warrants and the conversion of convertible preferred stock and convertible debt are anti-dilutive in all periods presented, shares
of common stock underlying these instruments have been excluded from the computation of Loss per Common Share.

As of September 30, 2009, there were outstanding (i) 40,900,000 options and 58,333 warrants issued pursuant to the Company's
Stock Option Plan, (ii) 3,200,000 shares issuable upon conversion of outstanding warrants that were issued outside the Company's
Stock Option Plan, (iii) 71,020,000 shares reserved for issuance upon conversion of  Series A Convertible Preferred Stock, and
(iv)  4,879,234 shares reserved for issuance upon conversion of outstanding convertible promissory notes.

 
12



 

8. Accrued Liabilities
 
Accrued liabilities at September 30, 2009 and December 31, 2008 are comprised of the following:
 

  September 30,  December 31, 
Accrued Liabilities  2009   2008  
Obligations on license agreements  $ 110,095  $ 47,595 
Accrued salaries   330,000   330,000 
Accrued professional fees   —   90,000 
Interest   215,474   77,016 
Deferred Rent Expense   23,900   25,899 
Sublease Security Deposits   32,000   32,000 
Accrued Liabilities due to vendors   200,082   200,082 
Other   45,414   45,414 
  $ 956,965  $ 848,006 

9. Note Payable - Related Party
 
On July 13, 2006, William Horne, the Company's former Chief Financial Officer and Director, loaned the Company $5,000.  As
consideration for the loan, the Company issued Mr. Horne a demand promissory note (the "July 06 Note") at a rate equal to the prime
rate published in The Wall Street Journal from time to time, and currently 8.25%, to the date of payment in full.  Pursuant to the terms
of a Conversion and Note Termination Agreement dated July 1, 2008, by and between Mr. Horne and the Company (the "Conversion
Note"), the entire principal amount outstanding and all interest accrued from inception of the July 06 Note through the date of the
Conversion Note, totaling approximately $813, and other various amounts owed to Mr. Horne totaling approximately $1,231, will be
converted into 234,789 shares of Common Stock (the "Conversion Shares"). The conversion of the note was based upon a common
stock value of $0.03 per share, which represented the offering price of the Company's Common Stock in its most recently completed
equity financing transaction on the date of the Conversion Note.  See Note 17 Subsequent Events.
 
10.  Convertible Note Payable - Related Party
 
Rebel Holdings Convertible Note
 
On September 10, 2008, the Company, on the one hand, and Jay Rifkin, the Company’s President and Chief Executive Officer, and
Rebel Holdings, LLC (“Rebel Holdings”), of which Mr. Rifkin is the sole managing member, on the other hand, entered into a Loan
Consolidation and Amendment to Security Agreement (the “Loan Consolidation Agreement”), effective as of July 1, 2008. Pursuant to
the Loan Consolidation Agreement, the parties agreed to consolidate various outstanding loans made to the Company by Jay Rifkin and
Rebel Holdings and other amounts incurred by or due to Mr. Rifkin, in each case through June 30, 2008, into one convertible
promissory note payable to Rebel Holdings in the principal amount of $2,078,047, with a maturity date of July 1, 2010 and interest at
the prime rate (the “Consolidated Note”).  The Consolidated Note provided that the principal amount thereof shall, at the option of
Rebel Holdings, be convertible at a conversion price equal to the lesser of, or more favorable to Rebel Holdings, of the following (i)
$0.03 per share of Common Stock (which represents the offering price of the Company’s Common Stock in its most recently
completed equity financing transaction) provided a notice of conversion is submitted no later than 45 days after September 10, 2008, or
(ii) the then current offering terms for any bona fide pending offering of the Company, provided a notice of conversion pursuant
thereto is submitted no later than 30 days following the completion of the offering, and contains such other terms and conditions as set
forth therein. On May 14, 2009 the Company issued Rebel Holdings 69,268,233 shares of common stock, pursuant to a notice of
conversion provided within the allowable time period, in which Rebel Holdings elected to convert the entire principal amount
outstanding under the Consolidated Note into 69,268,233 shares of common stock at $0.03 per share. The securities were issued in
reliance upon the exemption from registration pursuant to Section 4(2) of the Securities Act of 1933, as amended.
 
Mojo Music Convertible Note
 
Other convertible notes payable - related party — On September 30, 2008, the Company entered into a subscription agreement with
Mojo Music, Inc. (“Mojo Music”). Jay Rifkin, the Company’s President and Chief Executive Officer, is the sole managing member of
Mojo Music. The Company sold 1.5 Units, with each Unit consisting of a $100,000 Convertible Promissory Note bearing interest at
12% per annum, due three years from the date of issuance and warrants to purchase an aggregate of up to 350,000 shares of its
Common Stock. The warrants are exercisable for a period of five years and have an exercise price equal to $0.09 per share subject to
the Company’s filing of a certificate of amendment to its certificate of incorporation increasing the number of its available shares for
issuance. The subscription agreement with Mojo Music provided the Company with $150,000 in gross proceeds. Pursuant to the
subscription agreement with Mojo Music, the Company issued 525,000 Purchase Warrants. See Note 16 Warrants.
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As the effective conversion price of the Mojo Music Convertible Promissory Note on the date of issuance was below the fair market
value of the underlying common stock, the Company recorded debt discount in the amount of $28,300 based on the intrinsic value of
the beneficial conversion feature of the Mojo Music Convertible Promissory Note. The warrant issued to Mojo Music in conjunction
with the convertible note will expire after September 30, 2013. The Company recorded debt discount in the amount of $28,300 based
on the estimated fair value of the warrants. In accordance with EITF No. 00-27, Application of Issue No. 98-5 to Certain Convertible
Instruments, the debt discount as a result of the beneficial conversion feature of the Mojo Music Convertible Promissory Note and the
estimated fair value of the warrants was amortized as non-cash interest expense over the term of the debt using the effective interest
method. During the nine months ended September 30, 2009, interest expense of $14,100 has been recorded from the debt discount
amortization.
 
11.  Convertible Note Payable
 
Convertible note payable — On August 29, 2008, the Company entered into a subscription agreement with Year of the Golden Pig,
LLC (“YGP, LLC”). The Company sold 2.5 Units, with each Unit consisting of a $100,000 Convertible Promissory Note bearing
interest at 12% per annum, due three years from the date of issuance and warrants to purchase an aggregate of up to 350,000 shares of
its Common Stock. The warrants are exercisable for a period of five years and have an exercise price equal to $0.09 per share subject to
the Company’s filing of a certificate of amendment to its certificate of incorporation increasing the number of its available shares for
issuance. The subscription agreement with YPG, LLC provided the Company with $250,000 in gross proceeds. Pursuant to the
subscription agreement with YGP, LLC, the Company issued 875,000 Purchase Warrants. See Note 16 Warrants.
 
As the effective conversion price of the YPG, LLC Convertible Promissory Note on the date of issuance was below the fair market
value of the underlying common stock, the Company recorded debt discount in the amount of $112,700 based on the intrinsic value of
the beneficial conversion feature of the YPG, LLC Convertible Promissory Note. The warrant issued to YPG, LLC in conjunction with
the convertible note will expire after August 29, 2013. The Company recorded debt discount in the amount of $57,100 based on the
estimated fair value of the warrants. In accordance with EITF No. 00-27, Application of Issue No. 98-5 to Certain Convertible
Instruments, the debt discount as a result of the beneficial conversion feature of the YGP, LLC Convertible Promissory Note and the
estimated fair value of the warrants was amortized as non-cash interest expense over the term of the debt using the effective interest
method. During the nine months ended September 30, 2009, interest expense of $42,500 has been recorded from the debt discount
amortization.
 
12. Note Payable
 
On December 26, 2008, the subsidiaries of the Company, YMHK and YMBJ, entered into a Joint Venture Agreement (the “Joint
Venture Agreement”) with China Youth Interactive Media (Beijing) Company Limited (“CYI”) and Xinhua Finance Media Limited
(“XFM”) to develop business opportunities contemplated by the Campus Network Agreements (the “Joint Venture”) (YMHK, YMBJ
and CYI henceforth the “JV Companies”).  Pursuant to the Joint Venture agreement, XFM will provide working capital to YMHK in
monthly increments for the twelve month period ending December 31, 2009 for the operations of the Joint Venture and, to the extent
covered by the budget as set forth in the business plans, for the general overhead of the JV Companies.  Each of the JV Companies
shall be obligated on a joint and several basis, following written notice from XFM, to return, repay or reimburse, as the case may be, all
of the working capital provided by XFM, upon demand by XFM in the sole discretion of XFM with twelve months notice following
the conclusion of the twelve month period ending December 31, 2009, together with interest accrued at an annual rate of 7 percent.  The
earliest date that any twelve-month written notice can be given is January 1, 2010 in which event the working capital will be due
January 1, 2011.  At September 30, 2009, the Joint Venture Agreement with XFM provided the Company with $1.87 million in gross
proceeds and the Company recognized the amount as a $1.87 million principal amount of a 7% Promissory Note (the "Xinhua Note")
due January 1, 2011.  See Note 17 Subsequent Events for additional principal amounts from XFM related to the Joint Venture
Agreement.
 
13.  Beneficial Conversion Feature
 
As noted in Note 10 Convertible Note Payable - Related Party, the Company recorded debt discount in the amount of $28,300 based
on the intrinsic value of the beneficial conversion feature of the Mojo Music Convertible Promissory Note and debt discount in the
amount of $28,300 based on the estimated fair value of the warrants that were issued in conjunction with the Mojo Music Convertible
Promissory Note.

As noted in Note 11 Convertible Note Payable, the Company recorded debt discount in the amount of $112,700 based on the intrinsic
value of the beneficial conversion feature of the YPG, LLC Convertible Promissory Note and debt discount in the amount of $57,100
based on the estimated fair value of the warrants that were issued in conjunction with the YPG, LLC Convertible Promissory Note.

On May 11, 2009, the Company granted a consultant, as consideration for services on behalf of the Company, a vested warrant with a
term of 7 seven years to purchase 1,250,000 shares of common stock with an exercise price of $0.03 per share. The Company recorded
debt discount in the amount of $162,500 based on the estimated fair value of the warrant.  In accordance with EITF No. 00-27,
Application of Issue No. 98-5 to Certain Convertible Instruments, the debt discount as a result of the beneficial conversion feature of
the estimated fair value of the warrant was amortized as non-cash interest expense over the term of the warrant.  During the nine
months ended September 30, 2009, interest expense of $11,600 has been recorded from the debt discount amortization.
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14. Stock Based Compensation
 
Effective July 20, 2005, the Board of Directors of the Company approved the 2005 Stock Option and Restricted Stock Plan (the "2005
Plan"). The 2005 Plan reserves 15,000,000 shares of common stock for grants of incentive stock options, nonqualified stock options,
warrants and restricted stock awards to employees, non-employee directors and consultants performing services for the Company.
Options and warrants granted under the 2005 Plan have an exercise price equal to or greater than the fair market value of the underlying
common stock at the date of grant and become exercisable based on a vesting schedule determined at the date of grant.  The options
expire 10 years from the date of grant whereas warrants generally expire 5 years from the date of grant. Restricted stock awards
granted under the 2005 Plan are subject to a vesting period determined at the date of grant.
 
On May 6, 2009, the Board of Directors adopted, subject to stockholder approval which was obtained at the annual stockholders
meeting held on June 19, 2009, an amendment to the 2005 Plan that increased the number of shares subject to the Stock Plan from
15,000,000 shares to 50,000,000 shares.
 
The Company accounts for stock-based compensation awards in accordance with the provisions of SFAS No. 123(R), Share-Based
Payment, which addresses the accounting for employee stock options. SFAS 123(R) requires that the cost of all employee stock
options, as well as other equity-based compensation arrangements, be reflected in the financial statements over the vesting period based
on the estimated fair value of the awards.  The Company adopted SFAS 123(R) as of January 1, 2005.  Prior to the adoption date, there
were no stock options or other equity-based compensation awards outstanding.

A summary of stock option and warrant activity under the amended 2005 Plan for the year ended September 30, 2009 is presented
below:
 
      Outstanding Options        

   

Shares
Available for

Grant   
Number of

Shares   

Weighted
Average
Exercise

Price   

Weighted
Average

Remaining
Contractual
Life (years)   

Aggregate
Intrinsic
Value  

                
December 31, 2008   8,016,667   6,983,333   0.74   6.91    
Stock Plan Amendment   35,000,000                
Grants   (39,950,000)   39,950,000   0.13   9.61    
Cancellations   5,975,000   (5,975,000)   0.85   6.51    
September 30, 2009   9,041,667   40,958,333   0.13   9.55    
                    
Options exercisable at:                    
December 31, 2008       6,383,333   0.80   6.80   -  
September 30, 2009       6,025,000   0.13   9.43   -  

The aggregate intrinsic value in the table above represents the total pretax intrinsic value (i.e., the difference between our closing stock
price on September 30, 2009 and the exercise price, times the number of shares) that would have been received by the option holders
had all option holders exercised their options on September 30, 2009. There have not been any options exercised during the nine
months ended September 30, 2009 or 2008.  
 
During the nine months ended September 30, 2009, the Company granted 39,950,000 stock-based compensation awards.  All
outstanding stock-based compensation awards that the Company granted in 2009 were granted at the per share fair market value on the
grant date. Vesting of options differs based on the terms of each option. The Company utilized the Black-Scholes options pricing
model.

Recent Grants of Stock-based Compensation Awards.

On May 11, 2009, with the consent of Jay Rifkin, the Company’s President and Chief Executive Officer, the Company canceled
options held by him to purchase 4,400,000 shares of common stock, exercisable at $0.85 per share.  Further, on May 11, 2009, the
Company granted Mr. Rifkin options to purchase 3,750,000 shares of common stock with an exercise price of $0.13 per share, which
equals the closing price of the Company’s common stock on the date of grant, which stock options vest fully on the date of grant.   In
addition, on May 11, 2009, the Company granted Mr. Rifkin options to purchase 20,000,000 shares of the Company's common stock
with an exercise price of $0.13 per share, which stock options shall vest annually over a period of four years from the date of grant.
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On May 11, 2009, with the consent of each of the Company’s four non-employee directors, the Company cancelled options held by
such directors to purchase an aggregate of 1,450,000 shares of common stock, exercisable at prices ranging from $0.25 to $1.50 per
share.  On the same date, the Company granted options to such four directors to purchase an aggregate of 1,200,000 shares of common
stock, with an exercise price of $0.13 per share, which stock options vest fully on the date of grant.  In addition, on May 11, 2009, the
Company granted each of the four directors options to purchase 2,000,000 shares each with an exercise price of $0.13 per share, which
stock options shall vest annually over a period of four years from the date of grant.
 
On May 11, 2009, the Company granted to three employees options to purchase an aggregate of 7,000,000 shares of common stock
with an exercise price of $0.13 per share. These stock options vest annually over four years from the date of grant.

During the nine months ended September 30, 2009 and 2008, stock-based compensation totaling $1.7 million and $135,000,
respectively, was recorded by the Company. During the nine months ended September 30, 2009 and 2008, total unrecognized
compensation cost related to unvested stock options was $3 million and $69,000.  The cost is expected to be recognized over a
weighted average period of 9.4 years.
 
 15. Equity Transactions

Recent Sales of Unregistered Securities
 
We issued the following equity securities during the Nine Months ended September 30, 2009 and 2008 that were not registered under
the Securities Act of 1933, as amended (the “Securities Act”).   

On March 26, 2008, the Company entered into a subscription agreement with an accredited investor in a private placement exempt from
the registration requirements of the Securities Act of 1933, as amended (the "Securities Act").  The Company issued and sold to the
accredited investor an aggregate of 10,000,000 shares of its common stock.  These issuances resulted in aggregate gross proceeds to
the Company of $300,000. 

On January 8, 2009, the Content License Agreement was further extended by an additional eight (8) years for a total of ten (10)
years.  In consideration for the increase in the term of the agreement, New China Media received four million (4,000,000) shares of the
Company's common stock.  The Content License Agreement extension was valued at $604,000 based on the fair value of the
associated underlying shares of the Company’s common stock on the date of the extension agreement.  See Note 5 Intangible Assets.

See Note 3 Other Current Assets for information on the Consulting Agreement between the Company and American Capital Ventures,
Inc. (“ACV”) and the issuance of shares thereunder.  On February 6, 2009, pursuant to a letter of agreement with ACV,
notwithstanding anything to the contrary to the Consulting Agreement between ACV and the Company, the Company agreed to issue
in advance of the thirteenth month of the Consulting Agreement 250,000 shares of the Company's common stock that will be deducted
from the 1,000,000 (one million) shares of the Company's common stock that were scheduled to be issued on the thirteenth month of
the Consulting Agreement so that the remaining shares of the Company's common stock to be issued to ACV on such date are
750,000, unless the Consulting Agreement is earlier terminated pursuant to the terms thereof.   On September 29, 2009, pursuant to the
Consulting Agreement between the Company and ACV, the remaining 750,000 shares of the Company's common stock were
issued.  The securities were issued in reliance upon the exemption from registration pursuant to Section 4(2) of the Securities Act of
1933, as amended.

On June 2, 2008, the Company entered into a Content License Agreement with New China Media, LLC (“New China Media”), YGP,
LLC (“YGP”) and TWK Holdings, LLC (“TWK”) (New China Media, YGP and TWK collectively referred to as “Content
Providers”) providing for (i) the assignment by Content Providers and the assumption by the Company of certain rights of Content
Providers for the territory of the People’s Republic of China to use, transmit and publicly display via the Internet certain content; and
(ii) the purchase by YGP, New China Media and TWK of 16,200 shares, 3,000 shares and 12,000 shares of Series A Convertible
Preferred Stock of the Company for $16,200, $3,000 and $12,000, respectively.  On May 14, 2009 the Company issued 12,000,000
shares of common stock to TWK, pursuant to a notice of conversion, in which TWK agreed to convert the entire amount of their shares
of Series A Convertible Preferred Stock of the Company into 12,000,000 shares of common stock.  The securities were issued in
reliance upon the exemption from registration pursuant to Section 4(2) of the Securities Act of 1933, as amended.
 
On June 10, 2008, the Company’s subsidiary, Youth Media (Hong Kong) Limited (“YMHK”), entered into a Cooperation Agreement
with China Youth Net Technology (Beijing) Co., Ltd. (“CYN”), China Youth Interactive Cultural Media (Beijing) Co., Ltd. (“CYI”)
and China Youth Net Advertising Co. Ltd. (“CYN Ads”).  In conjunction with the Cooperation Agreement, on June 10, 2008, the
Company agreed to issue an aggregate of 71,020 shares of its Series A Convertible Preferred Stock to designees of CYN.  See Note 17
Subsequent Events for information regarding a new Cooperation Agreement entered into by the Company which replaced the
Cooperation Agreement entered into on June 10, 2008.
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During June 2008, the Company sold a total of 1,583,335 shares of its common stock at $0.03 per share to six investors for an
aggregate purchase price of $47,500 in cash. 

See Note 10 Convertible Note Payable – Related Party for information on the conversion of the Rebel Holdings Convertible Note into
shares of the Company's common stock.
 
16. Warrants
 
During 2005, the Company issued a total of 550,000 warrants, outside of its 2005 Plan, to purchase shares of common stock at prices
ranging from $0.145 to $0.65 per share to consultants.  
 
During September 2008, the Company entered into subscription agreements with Year of the Golden Pig, LLC ("YGP, LLC") and
with Mojo Music, Inc. ("Mojo Music"), in which the Company issued an aggregate of 4 Units, with each Unit consisting of a
$100,000 principal amount of a 12% Convertible Promissory Note due three years from its issuance and 350,000 Common Stock
Purchase Warrants outside of its 2005 Plan, with each Warrant entitling the holder thereof to purchase at any time beginning from the
date of issuance through five years thereafter one share of Common Stock at a price of $0.09 per share.

On May 11, 2009, the Company granted a consultant, as consideration for services on behalf of the Company, a vested warrant with a
term of 7 seven years to purchase 1,250,000 shares of common stock with an exercise price of $0.03 per share. The issuance of this
warrant was exempt from registration requirements pursuant to Section 4(2) of the Securities Act of 1933, as amended.
 
The following table summarizes information about common stock warrants outstanding at September 30, 2009:

 Outstanding   Exercisable  

 Exercise Price  
Number

Outstanding   

Weighted Average
Remaining

Contractual Life
(years)   

Weighted Average
Exercise Price   

Number
Exercisable   

Weighted Average
Exercise Price  

$ 0.15   250,000   0.10  $ 0.01   250,000  $ 0.01 
$ 0.65   300,000   0.09  $ 0.06   300,000  $ 0.06 
$ 0.09   875,000   1.07  $ 0.02   875,000  $ 0.02 
$ 0.09   525,000   0.66  $ 0.01   525,000  $ 0.01 
$ 0.03   1,250,000   2.58  $ 0.01   1,250,000  $ 0.01 
$ 0.03 -$0.65   3,200,000   4.50  $ 0.12   3,200,000  $ 0.12 

17. Subsequent Events

On October 23, 2009, pursuant to the Joint Venture agreement (see Note 12 Note Payable), XFM advanced the Company
$160,000.  The total funds advanced were consistent with the monthly scheduled working capital needs of the Company, as provided
for in the budget as set forth in the business plans. The Company recognized the aggregate amount of $160,000 as additional principal
on the 7% Promissory Note due January 1, 2011.

On October 22, 2009, the Company issued 234,789 shares of the Company's common stock pursuant to a Conversion and Note
Termination Agreement dated July 1, 2008 pursuant to which the entire principal amount outstanding and all interest accrued from
inception of a certain promissory note through the date of the Conversion Note would be converted into 234,789 shares of the
Company's common stock.  See Note 9 Note Payable - Related Party.

On October 22, 2009, the Company issued 200,000 shares  of the Company's common stock pursuant to a Reimbursement
Termination Agreement pursuant to which amounts owed to a director of the Company, as fees for services as the Audit Committee
Chairwoman, totaling $6,000, with a conversion price of $0.03 per share, would be converted into 200,000 shares of the Company's
common stock.

On November 3, 2009, the Company agreed to issue an aggregate of 19,000,000 shares of its common stock, in conjunction with, a
new Cooperation Agreement (the “2009 Cooperation Agreement”) entered into by YMHK, on July 3, 2009, with China Youth
Interactive Cultural Media (Beijing) Co., Ltd. (“CYI”) and China Youth Net Advertising Co. Ltd.  (“CYN Ads”) which replaced a
Cooperation Agreement entered into on June 10, 2008 among YMHK, China Youth Net Technology (Beijing) Co., Ltd. (“CYN”),
CYI and CYN Ads pursuant to which the parties agreed to cooperate with each other to develop, build and operate a fully managed
video and audio distribution network based on, including but not limited to, the China Education and Research Network, the broadband
network infrastructure built in schools, universities and other education institutions in China (the “Campus Network”).  In
consideration of the rights granted to YMHK under the 2009 Cooperation Agreement, YMHK has agreed to pay CYI an amount equal
to 20% of YMBJ's annual after-tax profits and dividends, if any, as audited by YMBJ's independent auditor and which YMHK will
obtain from YMBJ for each financial year of YMBJ during the term of the 2009 Cooperation Agreement.  The 19,000,000 shares of
common stock agreed to be issued under the 2009 Cooperation Agreement replace and are in lieu of 71,020 shares of the Company's
Series A Convertible Preferred Stock (convertible into 71,020,000 shares of common stock) which were agreed to be issued to
designees of CYN under the Cooperation Agreement entered into on June 10, 2008.
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Item 2. Management's Discussion and Analysis of Financial Condition and Results of Operations.
 
The following discussion and analysis of our financial condition and results of operations should be read in conjunction with our
financial statements and the related notes thereto contained elsewhere in this Form 10-Q.  This discussion contains forward-looking
statements that involve risks and uncertainties.  All statements regarding future events, our future financial performance and
operating results, our business strategy and our financing plans are forward-looking statements.  In many cases, you can identify
forward-looking statements by terminology, such as "may," "should," "expects," "intends," "plans," "anticipates," "believes,"
"estimates," "predicts," "potential," or "continue" or the negative of such terms and other comparable terminology.   These statements
are only predictions.  Known and unknown risks, uncertainties and other factors could cause our actual results to differ materially
from those projected in any forward-looking statements.  In evaluating these statements, you should specifically consider various
factors, including, but not limited to, those set forth under "Risk Factors" previously disclosed in Item 1A included in our Annual
Report on Form 10-K for the fiscal year ended December 31, 2008, which was filed with the SEC on April 13, 2008.
 
The following "Overview" section is a brief summary of the significant issues addressed in this MD&A.  Investors should read the
relevant sections of the MD&A for a complete discussion of the issues summarized below.  The entire MD&A should be read in
conjunction with Item 1.  Financial Statements.
 
Overview
 
China Youth Media, Inc.
 
China Youth Media, Inc. is a China focused youth marketing and media company whose business is to provide advertisers and
corporations with direct and centralized access to China’s massive but difficult to reach student population.  The cornerstone of the
Company’s China youth marketing strategy is Koobee, a large scale, advertising supported Intranet Television Network (ITVN) media
portal that is initially targeting China’s campus-based college students, estimated to total more than 30 million young people.
 
Koobee
 
Koobee is a venue designed for marketers to deliver traditional TV spots and new media advertising campaigns to a highly targeted
demographic in the world’s fastest growing broadband market.  Koobee will deliver TV-style entertainment primarily on a dedicated
fiber network directly to the computers of these students, offering a compelling solution for advertisers and corporations to reach the
most active online community in China and a key segment of the world’s largest youth market.

Koobee will initially be offering a 24 hour sports channel featuring All Sports Network (ASN) content from the NFL, NHL, and Pac
10 and Big Ten games; a 24 hour music channel by BTTV, a popular youth lifestyle and music entertainment TV channel in China; a
travel and leisure channel by Quest USA; and a fashion channel featuring “China’s Next Top Model,” part of the international Top
Model franchise and based on the hit U.S. TV show “America’s Next Top Model.”
 
While we plan to offer a range of premium international content, we also anticipate that Koobee will be the first live network to be
populated directly by students for students, making it a powerful tool set to promote events, ideas and interests to students all over
China.
 
To our advertisers, we plan to offer multiple touch points ranging from interstitial interactive ads to banners within social networking
clubs and sponsored competitions, all with accurate ad tracking that will help ensure that clients realize value from unique and fully
licensed content.  With Koobee, we intend to provide advertisers the impact of TV with the ROI of the Internet.  We expect this
combination to be competitive and sufficiently appealing to capture market share in China’s fast growth online advertising industry.
 
Online

Whether through Koobee.com, Koobee.com.cn or Koobee.tv, we have strategically positioned Koobee, the advertising supported
ITVN media portal, to be the engine that drives multiple revenue streams, including brand sponsorships, interactive advertising and
eCommerce.  Koobee is a venue designed for marketers to deliver traditional TV spots and new media advertising campaigns to a
highly targeted demographic in the world’s fastest growing broadband market.

On Campus

Our access to China’s college students includes event staging and advertising rights on campuses throughout China.  China Youth
Media will offer marketers an opportunity to sponsor live events and showcase their brands with international touring acts.  We will
carefully place each event at the most appropriate campuses and venues to generate the largest turnout and highest ROI.  We will also
offer coordinated Internet and campus event campaigns that will bring international touring acts and sponsors directly to China’s
college students with live ITVN broadcast straight into their dorm rooms.  We have a strategic partnership with Xinhua Sports &
Entertainment Ltd., a leading media group in China with assets that include an extensive event planning group with international brands
as clients.
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 On Mobile

Our partner China Youth Net is in the final stages of securing our mobile video and advertising license.  Our plan is to deploy an
advanced mobile media and advertising delivery system catering specifically to China’s youth market.  We will offer opt-in surveys and
data collection, as well as coordinated Internet, campus event and mobile campaigns.

Advertising Services

China Youth Media seeks to enable brands to achieve their media objective by providing tailor-made advertising services and niche-
targeted media campaigns.  Our brand-tailored advertising services will include:

  1) Targeted niche marketing into campuses

  2) Standard digital media buys on our Koobee portal

  3) In-show ad inventory

  4) Creative ad placements and overlays

  5) Channel sponsorship and branded content

  6) Competitive CPMs and building priceless lifetime loyalty

  7) Event sponsorship

  8) Mobile media and text campaigns

Our secure and fully tracked network will help ensure that advertisers see real returns and value.  Our accurate ad tracking will detail
precisely how many times an ad has been consumed, where it has been viewed and for how long, providing comprehensive student
viewer profiles throughout.
 
Youth Media (BVI) Limited
 
On May 8, 2008, under the laws of the British Virgin Islands, the Company formed Youth Media (BVI) Limited ("YM BVI").  YM
BVI is a wholly-owned subsidiary of the Company and was established for the purpose of incorporating the Company's wholly-
owned subsidiary in Hong Kong.
 
Youth Media (Hong Kong) Limited and Youth Media (Beijing) Limited
 
Youth Media (Hong Kong) Limited ("YMHK"), a company organized under the laws of Hong Kong on May 19, 2008, and Youth
Media (Beijing) Limited (“YMBJ”), a company organized under the laws of the People's Republic of China on December 10, 2008, are
wholly-owned subsidiaries of YM BVI and were formed by the Company to take advantage of its shift in business to aggregation and
distribution of international content and advertising for Internet or online consumption in China.
 
Other Business
 
Rebel Crew Films, Inc.
 
Rebel Crew Films is a wholly-owned subsidiary of the Company and was organized under the laws of the State of California on
August 7, 2002.  In January 2008, the Company entered into a license and distribution agreement with Westlake Entertainment, Inc.
which effectively shifted all day-to-day operations related to our home video library to Westlake Entertainment.  Rebel Crew Films, Inc.
is currently inactive.
 
PerreoRadio.com
 
PerreoRadio.com is our wholly-owned and operated website targeted to the young, urban Latino demographic offers online radio
shows, podcasts, music, and music videos.  
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Company History
 
China Youth Media, Inc. (referred to herein as the "Company," "we," "us," and "our") was organized under the laws of the State of
Utah on July 19, 1983 under the name of Digicorp.  On February 22, 2007, we changed the Company’s domicile from the State of
Utah to the State of Delaware effected by the merger of the Company, a Utah corporation, with and into, Digicorp, Inc., a newly
formed wholly owned subsidiary of the Company that was incorporated under the Delaware General Corporation Law for the purpose
of effecting the change of domicile.

The Company changed its name from “Digicorp, Inc.” to “China Youth Media, Inc.” (the “Corporate Name Change”) pursuant to a
Certificate of Amendment to our Certificate of Incorporation filed with the State of Delaware which took effect as of October 16, 2008.
 The Corporate Name Change was approved and authorized by the Board of Directors of the Company and by the holders of shares
representing a majority of our voting securities which holders have given their written consent. As a result of the Corporate Name
Change, our stock symbol changed to “CHYU” with the opening of trading on October 16, 2008 on the OTCBB.
 
The Company is organized in a single operating segment with no long-lived assets outside of the United States of America.  All of our
revenues to date have been generated in the United States, but with the development of our China ITVN media portal, we expect that a
portion of our future revenues will be from other countries.  
 
Revenue Sources
 
Advertising Supported Intranet Television Network Media Website - Koobee is a large scale, advertising supported Intranet Television
Network (ITVN) media portal that is initially targeting China’s campus based college students, estimated to total more than 30 million
young people.  Koobee is a venue for marketers to deliver traditional TV spots and new media advertising campaigns to a vast,
upwardly mobile, targeted demographic.  Advertisers and channel owners will have available to them multiple touch points ranging
from interstitial interactive ads to banners within social networking clubs and sponsored competitions, all with accurate ad tracking that
ensures clients realize value from unique and fully licensed content.  We expect this combination to be competitive and sufficiently
appealing to capture market share in China’s fast growth online advertising industry.   
 
Critical Accounting Policies and Estimates
 
Our discussion and analysis of our financial condition and results of operation are based upon the accompanying financial statements
which have been prepared in accordance with the generally accepted accounting principles in the United States of America.  The
preparation of the financial statements requires that we make estimates and assumptions that affect the amounts reported in assets,
liabilities, revenues and expenses. Management evaluates on an on-going basis our estimates with respect to the valuation allowances
for accounts receivable, income taxes, accrued expenses and equity instrument valuation, for example.  We base these estimates on
various assumptions and experience that we believe to be reasonable.  The following critical accounting policies are those that are
important to the presentation of our financial condition and results of operations and require management’s most difficult, complex, or
subjective judgments, often as a result of the need to make estimates of matters that are inherently uncertain.
 
The following critical accounting policies affect our more significant estimates used in the preparation of our financial statements and,
in particular, our most critical accounting policy relates to the valuation of our intangible assets and stock based compensation.
 
Allowance for Doubtful Account - Our allowance for doubtful accounts relates to accounts receivable.  The allowance for doubtful
accounts is an estimate prepared by management that identifies a certain portion of receivables that may go uncollected.  In determining
adequacy of the allowance for doubtful account, we consider customer balances in receivables, historical bad debts, customer
concentrations, current economic trends and changes in customer payment patterns.  Changes in the financial condition of our customer
may change, which would require additional allowances.  The allowance for doubtful account is reviewed quarterly, and adjustments
are made as deemed necessary.

Beneficial Conversion Feature of Convertible Notes Payable - The Beneficial Conversion Feature ("BCF") of a convertible note, is
normally characterized as the convertible portion or feature of certain notes payable that provide a rate of conversion that is below
market value or in-the-money when issued.  The Company accounts for BCF in accordance with the guidelines established by
Emerging Issues Task Force ("EITF") 98-5, Accounting for Convertible Securities with Beneficial Conversion Features or
Contingently Adjustable Conversion Ratios. The Company records a BCF related to the issuance of a convertible note when issued and
also records the estimated fair value of the warrants issued with those convertible notes. The BCF of a convertible note is measured by
allocating a portion of the note's proceeds to the warrants and as a reduction of the carrying amount of the convertible note equal to the
intrinsic value of the conversion feature, both of which are credited to additional paid-in-capital. The Company calculates the fair value
of warrants issued with the convertible note using the Black-Scholes valuation model and uses the same assumptions for valuing
employee options in accordance with SFAS No. 123R.  The only difference is that the contractual life of the warrants is used.  The
value of the proceeds received from a convertible note is then allocated between the conversion feature and warrants on a relative fair
value basis. The allocated fair value is recorded  in the consolidated financial statements as a debt discount (premium) from the face
amount of the note and such discount is amortized over the expected term of the convertible note (or to the conversion date of the note,
if sooner) and is credited to interest expense.
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Goodwill and Other Intangible Assets - Goodwill and Intangible Assets correspond to the excess cost over fair value of certain assets
during acquisition.  In accordance with the provisions of FASB Statement No. 142, Goodwill and Other Intangible Assets, goodwill
and intangible assets acquired that are determined to have an indefinite useful life are not subject to amortization, but instead are tested
for impairment at periodic intervals.  Intangible assets with a useful life that can be estimated are amortized over their respective
estimated useful lives to their estimated residual values and are reviewed periodically for impairment in accordance with FASB
Statement No. 144, Accounting for Impairment or Disposal of Long-Lived Assets.  Certain events or changes in circumstances may
occur that indicate that goodwill or assets are impaired and consequently require testing on a periodic basis.  Determining the fair value
of goodwill or assets is subjective in nature and involves using estimates and assumptions.  We base our fair value estimates on
assumptions we believe to be reasonable but that are inherently uncertain.  To date we have not recognized impairments on any of our
goodwill and other intangible assets.
 
Stock-Based Compensation - We have adopted the provisions of SFAS No. 123(R), Share-Based Payment, which requires that share-
based payments be reflected as an expense based upon the grant-date fair value of those grants.  Accordingly, the fair value of each
option grant, non-vested stock award and shares issued under our employee stock purchase plan, were estimated on the date of grant.
 We estimate the fair value of these grants using the Black-Scholes model which requires us to make certain estimates in the
assumptions used in this model, including the expected term the award will be held, the volatility of the underlying common stock, the
discount rate, dividends and the forfeiture rate. The expected term represents the period of time that grants and awards are expected to
be outstanding. Expected volatilities were based on historical volatility of our stock.  The risk-free interest rate approximates the U.S.
treasury rate corresponding to the expected term of the option.  Dividends were assumed to be zero.  Forfeiture estimates are based on
historical data.  These inputs are based on our assumptions, which we believe to be reasonable but that include complex and subjective
variables. Other reasonable assumptions could result in different fair values for our stock-based awards. Stock-based compensation
expense, as determined using the Black-Scholes option pricing model, is recognized on a straight line basis over the service period, net
of estimated forfeitures. To the extent that actual results or revised estimates differ from the estimates used, those amounts will be
recorded as a cumulative adjustment in the period that estimates are revised.

Results of Operations
 
Revenues
 
Revenue for the Nine Months ended September 30, 2009 was $5,000 as compared to the nine months ended September 30, 2008 in
which we generated revenues of $107,000.   Revenue for the three months ended September 30, 2009 was $5,000 as compared to the
three months ended September 30, 2008 in which we generated revenues of $28,000.   The decrease in sales revenue during both the
three months ended and nine months ended September 30, 2009 is principally attributed to the change in the Company strategy to
building and launching a large scale, advertising supported Internet media portal in China.
 
Operating Expenses
 
Operating expenses were $3,936,000 and $1,898,000 during the nine months ended September 30, 2009 and 2008, respectively.  
Operating expenses were $1,310,300 and $1,025,000 during the three months ended September 30, 2009 and 2008, respectively.  The
significant component in the increase in operating expenses during both the three months ended and nine months ended September 30,
2009 were the non-cash expenses related to the amortization of our content and license agreements and stock based compensation
expense from grants of nonqualified stock options to our employees and non-employee directors.
 
Stock based compensation expense from grants of nonqualified stock options to our employees and non-employee directors increased
to $1.7 million during nine months ended September 30, 2009 from $134,000 during the nine months ended September 30, 2008. The
increase in stock based compensation expense from grants of nonqualified stock options resulted from grants of nonqualified stock
options to select employees and non-employee directors of the Company.  See Note 14. Stock Based Compensation.  During the three
months ended September 30, 2009 and 2008 stock based compensation expense was $531,000 and $38,000, respectively.
 
Salaries and employee benefits, excluding stock based compensation expense, reflected an increase of approximately $45,000 for the
nine months ended September 30, 2009 as compared to the nine months ended September 30, 2008. During the nine months ended
September 30, 2009 and 2008, salaries and employee benefits, excluding stock based compensation expense was $396,000 and
$351,000, respectively.  During the three months ended September 30, 2009 and 2008, salaries and employee benefits, excluding stock
based compensation expense was $160,000 and $110,000, respectively.
 
The remaining operating expenses consisted of professional fees, rent expense, amortization expense and general and administrative
expenses. Professional fees were approximately $74,000 more during the nine months ended September 30, 2009 compared to the nine
months ended September 30, 2008.  During the nine months ended September 30, 2009 and 2008, professional fees were
approximately $387,000 and $313,000, respectively.  The increase in professional fees is due to increases in amounts paid in
consulting and legal fees related to our wholly-owned subsidiaries in Hong Kong and China and the deployment of our Internet media
portal in China.  During the three months ended September 30, 2009 and 2008, professional fees were approximately $93,000 and
$101,000, respectively.
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Accounting Fees for the nine months ended September 30, 2009 and 2008 were $40,000 and $53,000, respectively.  The fees paid for
Accounting services are related to Auditing and SEC filing requirements. During the three months ended September 30, 2009 and
2008, accounting expense was $13,000 and $7,000, respectively.
 
Legal expense increased by approximately $22,500 during the nine months ended September 30, 2009 as compared to the nine months
ended September 30, 2008.   During the nine months ended September 30, 2009 and 2008 legal fees were $140,500 and $118,000,
respectively.  The increase in legal fees paid is attributed primarily to the further expansion of our Internet media portal in China, the
development of contracts and review of major company transactions in China.  During the three months ended September 30, 2009 and
2008, legal fees were $24,000 and $36,000, respectively.
 
Consulting fees increased by $64,500 during the nine months ended September 30, 2009 as compared to the nine months ended
September 30, 2008.  For the nine months ended September 30, 2009 consulting fees were $207,000 of which the majority of the
expense was related to the expansion of our Internet media portal in China. During the nine months ended September 30, 2009 and
2008 consulting fees were $207,000 and $142,000, respectively.  During the three months ended September 30, 2009 and 2008,
consulting fees were $56,000 and $58,000, respectively.
 
Amortization of Intangible Assets. Non-cash amortization expense for the nine months ended September 30, 2009 and 2008 were
$595,500 and $633,500, respectively. Amortization expense is attributed almost exclusively to the amortization of the Content License
Agreement with New China Media, LLC, YGP, LLC ("YGP") and TWK Holdings, LLC. and to the amortization of the Cooperation
Agreement with China Youth Net Technology (Beijing) Co., Ltd., China Youth Interactive Cultural Media (Beijing) Co., Ltd. and
China Youth Net Advertising Co. Ltd.  During the three months ended September 30, 2009 and 2008, non-cash amortization expense
was $257,000 and $579,000, respectively.

General and administrative expense increased by approximately $421,000 during the nine months ended September 30, 2009
compared to the nine months ended September 30, 2008 and is attributed to the Company's focus on our Internet media portal in
China.  During the nine months ended September 30, 2009 and 2008 general and administrative expense was $644,000 and $244,000,
respectively. During the three months ended September 30, 2009 and 2008 general and administrative expense was $202,000 and
$90,000, respectively.

Net Loss
 
For the nine months ended September 30, 2009 and 2008 the Company had a net loss of approximately $4 million and $2.2 million,
respectively.  For the three months ended September 30, 2009 and 2008, the Company had a net loss of approximately $1.3 million and
$1.2 million, respectively.  The increase in the net loss recorded for both the three months ended and the nine months ended September
30, 2009 as compared to the three months ended and the nine months ended September 30, 2008, respectively is in part attributed to the
significant increases in the non-cash expense from the amortization of our intangible assets and the non-cash expense from grants of
nonqualified stock options to our employees and non-employee directors.  

For the nine months ended September 30, 2009, the aggregate amount of the non-cash expense from the amortization of our intangible
assets and the non-cash expense from grants of nonqualified stock options was $2.3 million, representing 58% of the Company's net
loss for the nine months ended September 30, 2009, as compared to the nine months ending September 30, 2008 where the aggregate
amount of the non-cash expense from the amortization of our intangible assets and the non-cash expense from grants of nonqualified
stock options was $768,000 representing 36% of the Company's net loss for the nine months ended September 30, 2008.  For the three
months ended September 30, 2009 and 2008, non-cash expense from the amortization of our intangible assets were $257,000 and
$579,000, respectively, and non-cash expense from grants of nonqualified stock options during the same two periods were $531,000
and $38,000, respectively.
 
Interest Income and Other, Net
 
Given the financials constraints of the Company and its reliance on financing activities, interest expense related to the financing of
capital was $207,000 for the nine months ended September 30, 2009 as compared to $330,000 for the nine months ended September
30, 2008. This represents a decrease of approximately $124,000 in interest expense and is primarily attributed to the interest that no
longer accrued subsequent to the conversion of the Rebel Holdings Convertible Note on September 10, 2008. See Note 10. Convertible
Note Payable - Related Party.  For the three months ended September 30, 2009 and 2008, interest expense was $66,000 and $250,000,
respectively.
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Liquidity and Capital Resources
 
Our principal sources of liquidity are cash generated from financing activities.  For the nine months ended, September 30, 2009, the
Company's primary source of liquidity was the working capital provided to the Company pursuant to the Joint Venture Agreement
with Xinhua Sports and Entertainment Limited (formerly Xinhua Finance Media Limited) (“XSEL”).  Pursuant to the Joint Venture
agreement, XSEL provides working capital to the Company's wholly-owned subsidiary, YMHK, in monthly increments for the twelve
month period ending December 31, 2009. At September 30, 2009, the Joint Venture Agreement with XSEL provided the Company
with $1.87 million in gross proceeds and the Company recognized that amount as the principal amount of a 7% Promissory Note due
January 1, 2011.  As of September 30, 2009, our cash and cash equivalents were $217,000.  We had a working capital deficit of
approximately $746,000 at September 30, 2009 and we continue to have recurring losses.  In the past we have primarily relied upon
loans from related parties to fund our operations and, to a lesser extent, financing transactions with other parties.  These conditions
raise substantial doubt about our ability to continue as a going concern.  We are actively seeking sources of additional financing in
order to maintain and potentially expand our operations and to fund our debt repayment obligations.  Even if we are able to obtain
funding, there can be no assurance that a sufficient level of sales will be attained to fund such operations or that unbudgeted costs will
not be incurred.   Future events, including the problems, delays, expenses and difficulties frequently encountered by similarly situated
companies, as well as changes in economic, regulatory or competitive conditions, may lead to cost increases that could make the net
proceeds of any new funding and cash flow from operations insufficient to fund our capital requirements.  There can be no assurances
that we will be able to obtain such additional funding from management or other investors on terms acceptable to us, if at all.
 
Total assets were $9,390,419 at September 30, 2009 versus $8,961,778 at December 31, 2008.  The change in total assets is primarily
attributable to several transactions conducted by the Company resulting in an increase in Intangible Assets. See Note 5 Intangible
Assets.
 
DVD sales decreased significantly during the year ended December 31, 2008 and ceased completely during the nine months ended
September 30, 2009.  This reflects the Company's plan to exploit of our internet media portal in China. We do not expect to generate
revenues from the sales of our home video library during the years ending December 31, 2009 and 2010.
 
Intangible Assets, net at September 30, 2009 and December 31, 2008 were $8,810,000 and $8,537,000, respectively. This increase in
the Company's intangible assets was as a result of the capitalization of the Supplement to the Content License Agreement and the EPL
Agreement as described in Note 5 Intangible Assets. Furthermore, the increase in intangible assets was slightly offset by the increase in
the amortization expense.
 
Accumulated amortization expense at September 30, 2009 and December 31, 2008 was $595,500 and $497,000, respectively.
 
Property and Equipment increased primarily from the purchase of computers, computer servers, and office equipment in China during
the nine months ended September 30, 2009.  At September 30, 2009 and 2008, property and equipment, excluding accumulated
depreciation, was $105,000 and $37,000, respectively.  Accumulated depreciation for the nine months ended, September 30, 2009 and
2008 was $34,000 and $22,000, respectively.
 
Off-Balance Sheet Arrangements
 
We do not have any off balance sheet arrangements that are reasonably likely to have a current or future effect on our financial
condition, revenues and results of operations, liquidity, or capital expenditures.
 
Risk Factors
 
There have been no material changes from risk factors previously disclosed in Item 1A included in our Annual Report on Form 10-K
for the fiscal year ended December 31, 2008, which was filed with the SEC on April 13, 2009.
 
Item 3. Quantitative and Qualitative Disclosures About Market Risk.
 
We are a smaller reporting company as defined by Rule 12b-2 of the Securities Exchange Act of 1934 and are not required to provide
the information under this item.
 
Item 4T. Controls and Procedures.
 
As of the end of the period covered by this report, we conducted an evaluation, under the supervision and with the participation of our
chief executive officer and chief financial officer of our disclosure controls and procedures (as defined in Rule 13a-15(e) and Rule 15d-
15(e) of the Exchange Act). Based upon this evaluation, our chief executive officer and chief financial officer concluded that, as of
September 30, 2009, our disclosure controls and procedures are effective to ensure that information required to be disclosed by us in
the reports that we file or submit under the Exchange Act is: (1) accumulated and communicated to our management, including our
chief executive officer and chief financial officer, as appropriate to allow timely decisions regarding required disclosure; and (2)
recorded, processed, summarized and reported, within the time periods specified in the Commission's rules and forms.  There was no
change to our internal controls or in other factors that could affect these controls during our last fiscal quarter that has materially
affected, or is reasonably likely to materially affect, our internal control over financial reporting.
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PART II
 
Item 1.  Legal Proceedings.
 
We are not a party to any pending legal proceeding, nor is our property the subject of a pending legal proceeding, that is not in the
ordinary course of business or otherwise material to the financial condition of our business.   None of our directors, officers or
affiliates is involved in a proceeding adverse to our business or has a material interest adverse to our business.
 
Item 1A. Risk Factors.
 
We are a smaller reporting company as defined by Rule 12b-2 of the Securities Exchange Act of 1934 and are not required to provide
the information under this item.
 
Item 2.  Unregistered Sales of Equity Securities and Use of Proceeds.
 
On January 8, 2009, the Content License Agreement was further extended by an additional eight (8) years for a total of ten (10)
years.  In consideration for the increase in the term of the agreement, New China Media received four million (4,000,000) shares of the
Company's common stock.  The Content License Agreement extension was valued at $604,000 based on the fair value of the
associated underlying shares of the Company’s common stock on the date of the extension agreement.  See Note 5 Intangible Assets.
 
On February 6, 2009, pursuant to a letter of agreement with ACV, notwithstanding anything to the contrary to the Consulting
Agreement between ACV and the Company, the Company agreed to issue in advance of the thirteenth month of the Consulting
Agreement 250,000 shares of the Company's common stock that will be deducted from the 1,000,000 (one million) shares of the
Company's common stock that were scheduled to be issued on the thirteenth month of the Consulting Agreement so that the remaining
shares of the Company's common stock to be issued to ACV on such date are 750,000, unless the Consulting Agreement is earlier
terminated pursuant to the terms thereof. On September 29, 2009, pursuant to the Consulting Agreement between the Company and
ACV, the remaining 750,000 shares of the Company's common stock were issued.

On June 2, 2008, the Company entered into a Content License Agreement with New China Media, LLC (“New China Media”), YGP,
LLC (“YGP”) and TWK Holdings, LLC (“TWK”) (New China Media, YGP and TWK collectively referred to as “Content
Providers”) providing for (i) the assignment by Content Providers and the assumption by the Company of certain rights of Content
Providers for the territory of the People’s Republic of China to use, transmit and publicly display via the Internet certain content; and
(ii) the purchase by YGP, New China Media and TWK of 16,200 shares, 3,000 shares and 12,000 shares of Series A Convertible
Preferred Stock of the Company for $16,200, $3,000 and $12,000, respectively.  On May 14, 2009 the Company issued 12,000,000
shares of common stock to TWK, pursuant to a notice of conversion, in which TWK agreed to convert the entire amount of their shares
of Series A Convertible Preferred Stock of the Company into 12,000,000 shares of common stock.
 
On September 10, 2008, the Company, on the one hand, and Jay Rifkin, the Company’s President and Chief Executive Officer, and
Rebel Holdings, LLC (“Rebel Holdings”), of which Mr. Rifkin is the sole managing member, on the other hand, entered into a Loan
Consolidation and Amendment to Security Agreement (the “Loan Consolidation Agreement”), effective as of July 1, 2008. Pursuant to
the Loan Consolidation Agreement, the parties agreed to consolidate various outstanding loans made to the Company by Jay Rifkin and
Rebel Holdings and other amounts incurred by or due to Mr. Rifkin, in each case through June 30, 2008, into one convertible
promissory note payable to Rebel Holdings in the principal amount of $2,078,047, with a maturity date of July 1, 2010 and interest at
the prime rate (the “Consolidated Note”).  The Consolidated Note provided that the principal amount thereof shall, at the option of
Rebel Holdings, be convertible at a conversion price equal to the lesser of, or more favorable to Rebel Holdings, of the following (i)
$0.03 per share of Common Stock (which represents the offering price of the Company’s Common Stock in its most recently
completed equity financing transaction) provided a notice of conversion is submitted no later than 45 days after September 10, 2008, or
(ii) the then current offering terms for any bona fide pending offering of the Company, provided a notice of conversion pursuant
thereto is submitted no later than 30 days following the completion of the offering, and contains such other terms and conditions as set
forth therein. On May 14, 2009 the Company issued Rebel Holdings 69,268,233, pursuant to a notice of conversion provided within
the allowable time period, in which Rebel Holdings elected to convert the entire principal amount outstanding under the Consolidated
Note into 69,268,233 shares of common stock at $0.03 per share.
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On October 22, 2009, the Company issued 234,789 shares of the Company's common stock pursuant to a Conversion and Note
Termination Agreement dated July 1, 2008 pursuant to which the entire principal amount outstanding and all interest accrued from
inception of a certain promissory note through the date of the Conversion Note would be converted into 234,789 shares of the
Company's common stock.  See Note 9 Note Payable - Related Party.

On October 22, 2009, the Company issued 200,000 shares of the Company's common stock pursuant to a Reimbursement Termination
Agreement pursuant to which amounts owed to a director of the Company, as fees for services as the Audit Committee Chairwoman,
totaling $6,000, with a conversion price of $0.03 per share, would be converted into 200,000 shares of the Company's common stock.

On November 3, 2009, the Company agreed to issue an aggregate of 19,000,000 shares of its common stock, in conjunction with, a
new Cooperation Agreement (the “2009 Cooperation Agreement”) entered into by YMHK, on July 3, 2009, with China Youth
Interactive Cultural Media (Beijing) Co., Ltd. (“CYI”) and China Youth Net Advertising Co. Ltd.  (“CYN Ads”) which replaced a
Cooperation Agreement entered into on June 10, 2008 among YMHK, China Youth Net Technology (Beijing) Co., Ltd. (“CYN”),
CYI and CYN Ads pursuant to which the parties agreed to cooperate with each other to develop, build and operate a fully managed
video and audio distribution network based on, including but not limited to, the China Education and Research Network, the broadband
network infrastructure built in schools, universities and other education institutions in China (the “Campus Network”).  See Item 5.
Other Information for a discussion of the 2009 Cooperation Agreement.

On May 11, 2009, with the consent of Jay Rifkin, the Company’s President and Chief Executive Officer, the Company canceled
options held by him to purchase 4,400,000 shares of common stock, exercisable at $0.85 per share.  Further, on May 11, 2009, the
Company granted Mr. Rifkin options to purchase 3,750,000 shares of common stock with an exercise price of $0.13 per share, which
equals the closing price of the Company’s common stock on the date of grant, which stock options vest fully on the date of grant.   In
addition, on May 11, 2009, the Company granted Mr. Rifkin options to purchase 20,000,000 shares of the Company's common stock
with an exercise price of $0.13 per share, which stock options shall vest annually over a period of four years from the date of grant.

On May 11, 2009, with the consent of each of the Company’s four non-employee directors, the Company cancelled options held by
such directors to purchase an aggregate of 1,450,000 shares of common stock, exercisable at prices ranging from $0.25 to $1.50 per
share.  On the same date, the Company granted options to such four directors to purchase an aggregate of 1,200,000 shares of common
stock, with an exercise price of $0.13 per share, which stock options vest fully on the date of grant.  In addition, on May 11, 2009, the
Company granted each of the four directors options to purchase 2,000,000 shares each with an exercise price of $0.13 per share, which
stock options shall vest annually over a period of four years from the date of grant.

On May 11, 2009, the Company granted to three employees options to purchase an aggregate of 7,000,000 shares of common stock
with an exercise price of $0.13 per share. These stock options vest annually over four years from the date of grant.

On May 11, 2009, the Company granted a consultant, as consideration for services on behalf of the Company, a vested warrant with a
term of seven years to purchase 1,250,000 shares of common stock with an exercise price of $0.03 per share.

All of the foregoing securities were issued in reliance upon the exemption from registration pursuant to Section 4(2) of the Securities
Act of 1933, as amended.
 
Item 3.  Defaults Upon Senior Securities.
 
Not applicable.
 
Item 4.  Submission of Matters to a Vote of Security Holders.
 
Not applicable.
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Item 5.  Other Information.
 
On July 3, 2009, the Company’s subsidiary, Youth Media (Hong Kong) Limited (“YMHK”), entered into a new Cooperation
Agreement (the “2009 Cooperation Agreement”) with China Youth Interactive Cultural Media (Beijing) Co., Ltd. (“CYI”) and China
Youth Net Advertising Co. Ltd.  (“CYN Ads”) which replaced a Cooperation Agreement entered into on June 10, 2008 (the “Old
Agreement”) among YMHK, China Youth Net Technology (Beijing) Co., Ltd. (“CYN”), CYI and CYN Ads pursuant to which the
parties agreed to cooperate with each other to develop, build and operate a fully managed video and audio distribution network based
on, including but not limited to, the China Education and Research Network, the broadband network infrastructure built in schools,
universities and other education institutions in China (the “Campus Network”).  See the Company’s Current Report on Form 8-K filed
on June 16, 2008 for information on the Old Agreement.

CYI is a business entity ultimately controlled by China Youth League and is entrusted by China Youth League to develop, set up and
operate a comprehensive network platform with on-campus students as targeted users and to provide information and related value-
added services through such network under the China Youth League, and CYI has obtained an exclusive authorization from the Movie
and Television Network Center of China Youth League (the “Center”) for that purpose.  The China Youth League is a youth movement
of the People’s Republic of China (“PRC”) for youth between the ages of 14 and 28, run by the Communist Party of China.  The
Center, which is a related entity of CYN and is also controlled by China Youth League, has been approved by the PRC State
Administration of Radio, Film and Television and issued an Online Video-Audio License by the same authority for dissemination of
video and audio contents through an information network.  CYN Ads has been granted by CYN with certain advertising rights to place
advertisements through networks under the auspices of CYN.

The 2009 Cooperation Agreement, which is materially comparable to the Old Agreement except as noted below, provides that
YMHK  or any third party/parties designated by YMHK shall be granted the following exclusive rights during the term of the 2009
Cooperation Agreement and any renewal period of the term: (a) exclusive right to advertise on the Campus Network and to source
advertising business for this purpose; (b) exclusive right to sell and operate the commercial campus marketing events; (c) right to
provide foreign commercial content to the Campus Network (excluding non-profit, educational content exchange and those contents
that are not permitted to be disseminated through the Campus Network under applicable Chinese laws); and (d) enjoy the rights with
respect to the setup, operation, maintenance and expansion of the Campus Network according to a separate commercial and technical
services agreement.

The 2009 Cooperation Agreement acknowledges, and as contemplated by the Old Agreement, that YMHK has established Youth
Media (Beijing) Limited, a wholly-foreign-owned company 100% invested by and owned by YMHK in Beijing, China (“YMBJ”) to
provide CYI with relevant business, commercial, operational and technical supports, assistances and services with respect to the setup,
operation, maintenance and expansion of the Campus Network according to separate agreement between CYI and YMBJ.

The parties have agreed, like in the Old Agreement, that the board of directors of YMBJ shall be composed of five directors, of which
three shall be nominated by YMHK (and one of them shall be the chairman and legal representative of YMBJ) and the other two
nominated by CYI.  Further, the articles of association of YMBJ shall contain appropriate provisions that certain significant business
matters of YMBJ shall require unanimous approval of all five directors or with substantially the same effect.

The term of the 2009 Cooperation Agreement shall be 20 years and may be renewed for an additional term of 10 years by notice in
writing given by YMHK to the other parties at least 60 days prior to the expiration of the term.  Notwithstanding the foregoing, either
CYI on the one side or YMHK on the other side may terminate the Cooperation Agreement: (a) if the commercial and technical
services agreement entered into between CYI and YMBJ is terminated according to its terms; (b) if the other side commits a material
breach of the 2009 Cooperation Agreement; and (c) if the other side becomes insolvent or bankrupt.

The parties have acknowledged, and as contemplated by the Old Agreement, that 49% of CYI’s total equity interest has been acquired
by a PRC citizen designated and acceptable to CYI and YMHK.  Such designated stockholder has entered into a series of contractual
arrangements which include (i) appointing a designee of YMHK as the proxy to exercise all of such stockholders’ voting rights with
respect to CYI, (ii) granting an option to YMHK to acquire such equity interest provided it is permitted by PRC laws, and (iii)
pledging all of such stockholder’s equity interest in CYI to YMHK in order to guarantee the foregoing obligations.

In consideration of the rights granted to YMHK under the 2009 Cooperation Agreement, YMHK has agreed to pay CYI an amount
equal to 20% of YMBJ’s annual after-tax profits and dividends, if any, as audited by YMBJ’s independent auditor and which YMHK
will obtain from YMBJ for each financial year of YMBJ during the term of the 2009 Cooperation Agreement.   The Old Agreement
did not provide for the payment by YMHK of any such profits to CYI or any other party.

 In addition, in conjunction with the 2009 Cooperation Agreement, on November 3, 2009, the Company agreed to issue an aggregate of
19,000,000 shares of its common stock to Beijing Consultancy and Development Limited as a designee of CYI and CYN Ads, which
shares replace and are in lieu of 71,020 shares of the Company’s Series A Convertible Preferred Stock (convertible into 71,020,000
shares of common stock) which were agreed to be issued to designees of CYN under the Old Agreement.  The foregoing securities are
being issued in reliance upon the exemption from registration pursuant to Section 4(2) of the Securities Act of 1933, as amended.
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The foregoing description of the 2009 Cooperation Agreement is qualified in its entirety by the full text of such document which is
filed as Exhibit 10.1 to this report and incorporated by reference herein.

Item 6. Exhibits.

Exhibit
Number

 
Description

   
10.1  Cooperation Agreement dated July 3, 2009 among China Youth Interactive Cultural Media (Beijing) Co., Ltd.,

China Youth Net Advertising Co. Ltd. and Youth Media (Hong Kong) Limited
31.1  Certification by Chief Executive Officer, required by Rule 13a-14(a) or Rule 15d-14(a) of the Exchange Act
31.2  Certification by Chief Financial Officer, required by Rule 13a-14(a) or Rule 15d-14(a) of the Exchange Act
32.1  Certification by Chief Executive Officer, required by Rule 13a-14(b) or Rule 15d-14(b) of the Exchange Act and

Section 1350 of Chapter 63 of Title 18 of the United States Code
32.2  Certification by Chief Financial Officer, required by Rule 13a-14(b) or Rule 15d-14(b) of the Exchange Act and

Section 1350 of Chapter 63 of Title 18 of the United States Code
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SIGNATURES
 
Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its
behalf by the undersigned, thereunto duly authorized.
 

CHINA YOUTH MEDIA, INC.
    
 Date: November 16, 2009 By: /s/ Jay Rifkin  
   Jay Rifkin
   Chief Executive Officer
    
 Date: November 16, 2009 By: /s/ Jay Rifkin  
   Jay Rifkin
   Principal Financial Officer
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Cooperation Agreement
 

 
This Cooperation Agreement (“Agreement”) is entered into by and among the following parties on this 3rd day of July, 2009:
 
 (1) China Youth Interactive Cultural Media (Beijing) Co., Ltd., a limited liability company duly established and existing

under the laws of the People’s Republic of China (“PRC” or “China”) with its domicile at 5th Floor, Huaxia Bank Building,
22 Jianguomennei Street, Dongcheng District, Beijing, China (hereinafter, “CYI”);

 
(2) China Youth Net Advertising Co. Ltd., a limited liability company duly established and existing under the laws of the

PRC with its domicile at Room 705, 38, Chaowai Street, Chaoyang District, Beijing, China (hereinafter, “CYN Ads”); and
 
(3) Youth Media (Hong Kong) Limited, a company duly organized and existing under the laws of Hong Kong, with its

registered address at Level 28, Three Pacific Place, 1 Queen’s Road East, Hong Kong (“YMHK”).
 
(Each a “Party”, and two or more collectively the “Parties”)
 
Whereas,
 
(A) CYI is a business entity ultimately controlled by China Youth League and is entrusted by China Youth League to develop,

set up and operate a comprehensive network platform with on-campus students as targeted users and to provide information
and related value-added services through such network under China Youth League, and CYI has obtained an exclusive
authorization from the Movie and Television Network Center of China Youth League (the “Center”) for that purpose.
Related to that, the Center, which is a also controlled by China Youth League, has been approved by the PRC State
Administration of Radio, Film and Television (“SARFT”) and issued an Online Video-Audio License (as defined here
below) and a Mobile Network Video-Audio License (as defined here below) by the same authority for dissemination of
video and audio contents through an information network.;

 
(B) CYN Ads was granted by China Youth Net Technology (Beijing) Co., Ltd. (“CYN”), which is one of the shareholders of

CYI holding 51% of CYI’s total equity interest, with certain advertising rights to place advertisements through networks
under the auspices of CYN;

 
(C) YMHK owns or has access to technologies, media contents and other desired resources that are valuable to the network

operated or to be operated by CYI; and
 
(D) CYI and YMHK are willing to cooperate with each other with respect to the aforesaid network and any other business

opportunities in related areas;
 
Now, Therefore, after friendly discussions and based on the principles of equality and mutual benefit, the Parties agree on the
following terms and conditions:
 
1.           Definition and Interpretation
 
1.1           Definition
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Unless otherwise defined or interpreted in the contexts of this Agreement capitalized terms used herein shall have the following
meanings:
 
 “Affiliate” means, in terms of any Party, any company, corporation, partnership, joint venture or other entity that directly or indirectly
Controls, is Controlled by or is under common Control with that Party.
 
“Control”, “Controls”, “Controlled” (or any correlative term) means the possession, directly or indirectly, of the power to direct or
cause the direction of the management of a Person, whether through the ownership of voting securities, by contract, credit arrangement
or proxy, as trustee, executor, agent or otherwise.  For the purpose of this definition, a Person shall be deemed to Control another
Person if such first Person, directly or indirectly, owns or holds more than 50% of the voting equity interests in such other Person.
 
 “Effective Date” means the execution date of this Agreement.
 
"Intellectual Property Rights” means patents, trade marks, service marks, trade names, design rights (whether registrable or not), any
applications for the foregoing, copyright and other assignable intellectual property rights (whether registrable or not) in any country,
including but not limited to the format, layout, and the look and feel of any of the Content.
 
“Campus Network” means video and audio distribution network based on, including but not limited to, the China Education and
Research Network ( “CERN”), the broadband network infrastructure built in schools, universities and other education institutions.
After the Mobile Campus Network (as defined below in Clause 2.1.2) is launched, any reference of “Campus Network” under this
Agreement shall also include the reference of the Mobile Campus Network as well, to the extent possible.
 
“Person” means any natural person, corporation, company, association, partnership, organization, business, firm, joint venture, trust,
unincorporated organization or any other entity or organization, and shall include any governmental authority.
 
 “Territory” means the People’s Republic of China (which, for the purpose of this Agreement, shall not include Hong Kong, Macau
and Taiwan).
 
1.2           Interpretation
 
References to an “Exhibit” or a “Schedule” are, unless otherwise specified, to an exhibit or a schedule attached to this Agreement and
references to an “Article” or a “Clause” are, unless otherwise specified, to one of the articles or clauses of this Agreement.
 
References to any word in the singular form, if applicable, include the references to such a word in the plural form, and vice versa.
 
Words importing any particular gender shall include all other genders.
 
The headings in this Agreement are for purposes of easy reference only and shall not be considered in construing this Agreement.
 
2. Cooperation and Grant of Rights
 
2.1           The Campus Network
 
 

2



 
2.1.1 CYI on the one side and YMHK on the other side agree to cooperate with each other to develop, build and operate a fully

managed Campus Network. The Center is holding the Information Network Video-Audio Content Dissemination License
issued by SARFT with the series no. 0105108 (the “Online Video-Audio License”) and CYI is holding the
Telecommunication and Information Service Business License issued by the Telecommunication Administrative Bureau of
Beijing, China with the series no. 070249 (the “ICP License”), both of which licenses are required for the setup,
development and operation of the Campus Network. The Center has granted an exclusive authorization to CYI (“the
Center’s Authorization”) to entrust CYI to setup, develop and operate the Campus Network.

 
2.1.2 At the initial stage, the Campus Network is a network that is only accessible on the campuses of universities and colleges in

the Territory. CYI will, by itself or through any of its Affiliates, launch a mobile network (the “Mobile Campus Network”)
for distribution of student-targeted video-audio contents via mobile network as soon as practicable after the signing of this
Agreement. For that purpose, the Center is holding an Approval on Mobile Network Video-Audio Content Dissemination
issued by SARFT with the series no. of Guang Ju Wang Zi [2009] No. 5 (the “Mobile Network Video-Audio
License”).  CYI and YMHK agree that, upon the launch of such Mobile Campus Network, CYI and YMHK will expand
their cooperation under this Agreement to such Mobile Campus Network. It is the intention of CYI and YMHK that later on,
upon their mutual agreement, they may expand the Campus Network in manner permitted and appropriate in law so that it is
accessible by the public via the Internet.

 
2.1.3 The Campus Network will be deployed across a centrally controlled and protected system and will make use both of

proprietary software systems and technologies controlled by YMHK and its Affiliates and software systems and
technologies controlled by others (the “Technology”). YMHK will license to CYI and will cause its relevant Affiliates to
license to CYI for use by the Campus Network in the Territory any Technology YMHK or its relevant Affiliate might
control and has the right to license. Related to this, YMHK has established Youth Media (Beijing) Limited, a wholly-
foreign-owned company 100% invested by and owned by YMHK in Beijing, China (“YMBJ”) to provide to CYI with
relevant business, commercial, operational and technical supports, assistances and services with respect to the setup,
operation, maintenance and expansion of the Campus Network according to a separate agreement between CYI and YMBJ
(the “Commercial and Technical Services Agreement”).

 
 It is the agreement of CYI and YMHK that the board of directors of YMBJ shall be composed of five (5) directors, of

which three (3) shall be nominated by YMHK (and one of them shall be the chairman and legal representative of YMBJ)
and the other two (2) nominated by CYI. Further, the articles of association of YMBJ shall contain appropriate provisions
that certain significant business matters of YMBJ shall require unanimous approval of all five directors or with substantially
the same effect.

 
 CYI and YMHK also agree that if requested by CYI, YMBJ shall have a deputy general manager, the candidate of which

shall be nominated by CYI. YHMK and CYI shall cause and ensure the board of directors and the general manager of
YMBJ to appoint such candidate nominated by CYI from time to time as YMBJ’s deputy general manager according to the
articles of association of YMBJ.
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2.1.4 T h e Campus Network will deliver a range of content (the “Content”) from premium international and domestic

entertainment providers that is to be sourced by YMHK and/or its Affiliates or by CYI or its Affiliates independently or
with the help of YMHK and/or its Affiliates, and it is also anticipated by the Parties that to the extent permitted by applicable
law and beneficial to the Campus Network and the cooperation contemplated in this Agreements, the Campus Network may
also deliver Content by the end users of the Campus Network, provided that the Content to be delivered via the Campus
Network shall be subject to review and approval by CYI and relevant authorities of China that are required by applicable
laws, rules and media control policies of China or are otherwise reasonably believed as necessary or beneficial to the smooth
operation of the Campus Network. All Intellectual Property Rights and other proprietary rights in any translated, amended,
revised or updated Content independent created by YMHK or any of its Affiliates shall automatically vest in YMHK or its
relevant Affiliate, while YMHK agrees that CYI shall have the right to use such Content for free on the Campus Network
only.

 
2.1.5 It is the intention of the Parties that at the initial stage of the Cooperation, the Content of the Campus Network (excluding

Mobile Campus Network) shall be advertiser supported and provided free to end users, while the Parties may explore and
discuss in the future to introduce a business model of the Campus Network under which the end users shall pay fees to view
or download the Content from the Campus Network or access to other services provided by the Campus Network. The
Technology will permit the Campus Network to process the Content enabling the Content to be served with advertisements.
CYI and YMHK contemplate that a business based on the Campus Network will be established whereby advertisers will be
procured who will pay advertising fees to have their advertisements placed in or around the Content on the Campus
Network. Whereever possible, advertising on all Content delivered through the Campus Network will be tracked.

 
2.2 Cooperation
 
2.2.1 In addition to other responsibilities provided in this Agreement, CYI will and will cause all their Affiliates to:
 
 (a) provide all reasonable assistance to assure the legal and smooth operation of the Campus Network, especially that

the Center shall provide all reasonable assistance to ensure the legal distribution of video-audio contents which can
be accessed via the Campus Network;

 
 (b) make all efforts to expand the user base of the Campus Network by entering into cooperation agreements with

universities and colleges for setting up servers in such universities or colleges;
 
 (c) marketing the Campus Network on all current internet sites owned or controlled by CYN or its Affiliates and

provide linked banners and/or menu access of the Campus Network from the home page for internet sites owned or
controlled by CYN or its Affiliates;

 
 (d) make the Campus Network available via CERN, and after the launch of the Mobile Campus Network, via China

Mobile, every day and week of every year, subject, however, to system-wide downtime, and provide the Campus
Network with access to and use of data centers, bandwidth rates, service code, and channel owned or controlled by
CYI;

 
 (e) fully assist YMHK and YMHK Affiliates in protecting its Intellectual Property Rights and other rights to the full

extent permitted in law;
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 (f) be responsible and ensure that all information (including, but not limited to, the Content) to be disseminated through

the Campus Network shall be in compliant with all applicable legal requirements; and
 
 (g) source or create Content for the Campus Network.
 
2.2.2 In addition to other responsibilities provided in this Agreement, YMHK will and/or cause its relevant Affiliates to, to the

extent permitted by applicable laws:
 
 (a) license to CYI for use by the Campus Network in China any Technology they currently control and have the right

to license, according to this Agreement and any other relevant agreement(s) relating to the cooperation contemplated
in this Agreement;

 
 (b) advise on the concept and design of the Campus Network;
 
 (c) through YMBJ, provide to CYI with relevant business, commercial, operational and technical supports, assistances

and services with respect to the setup, operation, maintenance and expansion of the Campus Network, according to
the Commercial and Technical Services Agreement; and

 
 (d) source or cause the sourcing of international Content for the Campus Network.
 
2.3           Granting of Rights to YMHK
 

In addition to any other right that is granted by CYI to YMHK under this Agreement, considering the cooperation contemplated
in this Agreement and YMHK’s support, assistances and services to CYI for the Campus Network, CYI hereby agrees to
exclusively grant YMHK or any third party/parties designated by YMHK with the following rights during the Term of this
Agreement and any renewal period of the Term:

 
 (a) exclusive right to advertise on the Campus Network and to source advertising business for this purpose;
 
 (b) exclusive right to sell and operate the commercial campus marketing events, provided that CYI’s previous written

consents of such events shall be required;
 
 (c) right to provide foreign commercial content to the Campus Network (excluding non-profit, educational content

exchange and those contents that are not permitted to be disseminated through the Campus Network under
applicable Chinese laws);  and

 
 (d) enjoy the rights with respect to the setup, operation, maintenance and expansion of the Campus Network according

to the Commercial and Technical Services Agreement.
 
  2.4           Mobile Campus Network
 

The cooperation between YMHK CYI (or Affiliates of CYI) on Mobile Campus Network shall be limited to campus related
contents, including video-audio contents on the Campus Network and other contents and advertising rights related to such
contents. YMHK and CYI (or Affiliates of CYI) may further enter into separate agreement regarding their cooperation on the
Mobile Campus Network, if needed.

 
2.5 Confirmation of CYN Ads
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 CYN Ads hereby expressly acknowledges and agrees to the cooperation and granting of rights to YMHK under this

Agreement and surrenders whatever rights it has or may have obtained from CYN, CYI, or any other party regarding the
Campus Network, especially those which are or may be in conflict or compete with, or may interfere with the exercise of, the
rights granted to YMHK under this Agreement.

 
2.6 Compensation to CYI
 
 YMHK agrees that as consideration for granting of rights to YMHK under this Agreement, YMHK will give compensation

to CYI side in an amount equal to 20% of YMBJ’s annual after-tax profits and dividends, if any, as audited by YMBJ’s
independent auditor and which YMHK will obtain from YMBJ for each financial year of YMBJ during the Term of this
Agreement. CYI agrees that YMHK will direct YMBJ to make such compensation to CYN no later than 30 days after
YMBJ’s annual audited financial statements are duly approved by YMBJ’s board of directors. CYI and YMHK agree that
such compensation constitutes all compensation of any kind to CYI and its shareholders, employees or Affiliates for this
Agreement and the cooperation contemplated in this Agreement (except for those other payments to CYI, if any, that are
specifically provided in other agreements between CYI, YMHK and/or YMBJ).

 
 CYI and CYN Ads agree and acknowledge that (a) the payments and compensation specifically described in this Agreement

and other agreements between relevant parties in connection with the cooperation project contemplated hereby constitute and
represent full payment, satisfaction and discharge of any and all amounts CYI and CYN Ads, their shareholders, directors,
employees or Affiliates are entitled to arising out of or in connection with this Agreement and the cooperation project
contemplated by this Agreement, and that (b) the execution and delivery of this Agreement by CYI and CYN Ads shall
operate as a full release and discharge of any past and present claims among the Parties related to compensation under this
Agreement and other relevant agreements, except for the specific obligations provided herein and therein.  

 
3.           Other Aspects of the Cooperation
 
3.1           Required Licenses and Approvals
 

CYI undertake that it will cause and ensure the Center will maintain the validity and effect of the Online Video-Audio License
and Mobile Network Video-Audio License, and continuously authorize and cooperate with CYI on an exclusive basis for the
operation of Campus Network which allows dissemination of video-audio contents via the Campus Network during the Term
of this Agreement and any renewal period of the Term.

 
CYI undertakes that it will maintain the validity and effect of the ICP License as well as any other license, permit and consent
required for its setup, operation, maintenance and expansion of the Campus Network during the Term of this Agreement and
any renewal period of the Term, and CYI undertakes that it will seek and secure all necessary support and assistance in this
regard from its relevant Affiliates.

 
CYI confirms to YMHK that, by obtaining the Mobile Network Video-Audio License, the Center has successfully obtained the
required government approval and authorization to develop and launch the Mobile Campus Network. CYI undertakes to further
expand the scope of CYI’s ICP License to allow CYI to provide information services via the Mobile Campus Network.

 
CYI undertakes that it will launch the Mobile Campus Network or cause the Mobile Campus Network to be launched as soon
as practically possible to start the cooperation with YMHK according to this Agreement.  In case the Mobile Campus Network
is operated by any Affiliate of CYI, CYI shall ensure such Affiliate acknowledges, accepts and honors all provisions under this
Agreement to the extent it is relevant to the Mobile Campus Network, and upon the request of YMHK, CYI shall procure such
Affiliate to enter into agreement with YMHK for this purpose.
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CYI undertakes that it will abide by all applicable laws and regulations relevant to the operation of the Campus Network and the
cooperation under this Agreement to ensure the legal operation of the Campus Network during the Term of this Agreement.
CYI undertake that, within seven (7) days after the Effective Date, they will procure (a) a written confirmation from the Center
on its consent and support of the cooperation contemplated in this Agreement and provide a copy of that to YMHK; and (b) a
written confirmation from Wo Er Shi Tong Technology (Beijing) Co., Ltd., which is the other shareholder of CYN Ads, on its
consent to the granting to YMHK all rights related to advertising businesses and CYN Ads’s waiver of such rights under this
Agreement and provide a copy to YMHK, if such documents have not been provided to YMHK as of the Effective Date of this
Agreement.

 
CYI further undertakes that it will be responsible to apply to and try its best effort to obtain all other required approvals, license,
permits and registrations of Chinese governmental or regulatory authorities for the Campus Network and other businesses that
are contemplated in this Agreement or to be developed and operated by the cooperation of CYI and YMHK.

 
3.2           Expansion of the Coverage of the Campus Network
 

CYI undertakes that, during the Term and any renewal period of the Term, it will use its best efforts to expand the coverage of
the Campus Network in the Territory by entering into necessary or desirable agreements with schools, colleges and universities
in the Territory, and that, for such purpose, to the extent necessary, it will cause and ensure any of their Affiliates will provide
necessary assistance to such expansion.

 
3.3           Exclusive Rights Granted to YMHK
 

CYI and CY Ads hereby undertake that during the Term of this Agreement and any renewal period of the Term:
 
 (a) none of them will appoint any other licensee or otherwise delegate any right to any third person (including any

CYN Affiliate) which will in any way influence or impact the cooperation contemplated by this Agreement or any
right that has been granted to YMHK under this Agreement;

 
 (b) none of them will undertake or become involved in any business or activity which, in the reasonable opinion of

YMHK, competes or may compete with the Campus Network or will in any way influence or impact the
cooperation contemplated by this Agreement or any right that has been granted to YMHK under this Agreement;

 
 (c) they will cause and make sure all their Affiliates, directors, officers and employees also to be bound by the same

obligations set out in Clauses 3.2(a) and (b) above.
 
3.4           Equity Transfer of CYI
 

It is acknowledged by CYI and YMHK that a person acceptable to them has  purchased from Guangzhou Zongzhi Digital
Science and Technology Co., Ltd., who was the original other shareholder of CYI holding 50% of CYI’s total equity interest,
49% of CYI’s total equity interest and has replaced Guangzhou Zongzhi Digital Science and Technology Co., Ltd. as a
shareholder of CYI.
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4.           Term and Termination
 
4.1            Term
 
This Agreement shall take effect from the Effective Date and continue in full force and effect for twenty (20) years thereafter (the
“Term”), unless otherwise terminated in accordance with Clause 4.2.
 
This Agreement may be renewed for an additional term of ten (10) years by notice in writing given by YMHK to the other Parities at
least sixty (60) days prior to the expiry of the Term, and accordingly the Term will be extended by the said ten (10) years.
 
4.2           Termination
 
4.2.1 Either CYI on the one side or YMHK on the other side may terminate this Agreement:
 
 (a) if the Commercial and Technical Services Agreement is terminated according to its terms;
 
 (b) if the other side commits a material breach of this Agreement which is not capable of being remedied;
 
 (c) if the other side commits a material breach of this Agreement which is capable of being remedied but not remedied

within thirty (30) days upon receiving written notice from the non-breaching side requiring remedy; and
 

(d)           if the other side becomes insolvent or bankrupt.
 
4.2.2 Upon termination of the Agreement, CYI shall terminate the transmission of the Content with immediate effect, and any and

all agreements between two or more of the Parties shall also be terminated immediately.
 
5.           Further Assurance
 
CYI and CYN Ads collectively on the one part and YMHK on the other part agree, at its own expense, to take any further action and
to execute any further documents or instruments as the other side may reasonably request to give effect to the transactions contemplated
by, and to the terms of, this Agreement and any other agreement referred to in this Agreement. In particular, and without limiting the
foregoing, the Parties agree to amend this Agreement as may be necessary to comply with applicable laws, including without limitation
the laws of the PRC.
 
6.           Representations and Warranties
 
6.1           Each Party’s Representations and Warranties
 
Each of the Parties represents and warrants to the others that:
 
 (a) It is duly organized and validly existing under the laws of the jurisdiction where it is incorporated or established and

has full legal capacity and power to enter into and perform this Agreement and any other agreement related to the
cooperation contemplated by this Agreement to which it is a party;
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 (b) its execution, delivery and performance of this Agreement and any other agreement related to the cooperation

contemplated by this Agreement to which it is a party have been duly authorized by all necessary corporate action
required to be taken by it. This Agreement has been, and each other agreement related to the cooperation
contemplated by this Agreement to which it is a party upon execution and delivery thereof will have been, duly
executed and delivered by it, and has constituted or will constitute the legal, valid and binding obligation of it,
enforceable against it in accordance with their terms.

 
 (i) its execution, delivery and performance of this Agreement and any other agreement related to the cooperation

contemplated by this Agreement to which it is a party does not and will not:
 
 (x) require any authorization, consent, filing, registration or notice of or with any government agency in the

PRC; or
 
 (y) result in any violation or breach of any agreement, obligation or order to which it is a party or to which it is

subject.
 
6.2           Further Representations and Warranties of CYI and CYN Ads
 

CYI and CYN Ads hereby further represent and warrant to YMHK that during the Term and any renewal period of the Term:
 
 (a) they are and shall remain entitled to grant to YMHK all rights granted under this Agreement, free of all third-party

liens, claims and encumbrances; and
 
 (b) with respect to the granting of the rights to YMHK under this Agreement, they have acquired all requisite licenses,

permissions and clearances from any and all third parties for YMHK to exercise the rights granted herein.
 
7.           Indemnity
 
7.1 CYI on the one part and YMHK on the other part (each a “Indemnifying Party”) shall be responsible and liable to fully

indemnify the other side, the other side’s Affiliates, and directors, officers and employees of the other side and its Affiliates
(collectively, the “Indemnitees” and each an “Indemnitee”) and hold each such Indemnitee harmless from and against any
and all costs, expenses, loss, damages, liabilities, claims and proceedings which may be incurred or suffered by or taken
against each such Indemnitee in relation to:

 
 (a) the exercise of the rights granted herein to CYI on the one part or YMHK on the other part (as the case may be);

and
 
 (b) any breach by the Indemnifying Party of any provision of this Agreement or any act, default, omission or

negligence of any nature on the part of the Indemnifying Party and any of their officers, employees or agents and
otherwise howsoever in connection with the rights hereby granted.

 
8.           Non-disclosure
 
8.1 The Parties agree that all information, materials or documents that any Party has accessed due to the execution and

performance of this Agreement or because of its connection with this Agreement, and which are indicated by the other
Party/Parties to be confidential shall be kept secret and shall not be disclosed to any third party without the written consent of
the relevant other Party.
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8.2 The Parties agree that no Party shall use the documents, materials or information obtained from the other Party/Parties for

purposes other than those provided in this Agreement or those necessary or beneficial to the cooperation contemplated in this
Agreement, or provide such documents, materials or information to any third party, either directly or indirectly.

 
8.3 The above Clauses 8.1 and 8.2 are not applicable to a Party’s disclosure (a) to its advisors, agents, shareholders, directors or

officers, (b) to financial institutions and banks whose consent or financing will be obtained for the transaction contemplated
hereby, (c) as may be compelled in a judicial or administrative proceeding or as otherwise required by law (in which case the
disclosing Party shall notify the other Parties in writing promptly thereof), and (d) as may be required by government or
regulatory authorities or stock exchanges or agencies that have jurisdiction over a Party (or its Affiliate) or the transaction
contemplated hereby (in which case the disclosing Party shall notify the other Parties in writing promptly thereof).

 
9.           Governing Law and Dispute Resolution
 
9.1           Governing Law
 

The execution, validity, interpretation, performance and dispute resolution of this Agreement shall be governed by and
construed in accordance with the laws of China (including its conflict of law rules).

 
9.2           Dispute Resolution
 

Any controversies and disputes arising out of or relating to this Agreement, including, without limitation, any question
regarding its existence, validity (including the validity or scope of this arbitration provision) or termination (collectively, the
“Disputes” and each, a “Dispute”), which cannot be settled amicably by the Parties within a period of sixty (60) days after a
Party’s written notice to the other Parties on the occurrence of a Dispute, shall be subject to arbitration by China International
Economic and Trade Arbitration Commission (the “Arbitration Center”) upon application of any Party. The Parties hereby
agree that any and all such Disputes shall be referred to and finally resolved by arbitration by the Arbitration Center in Beijing,
China, applying the arbitration rules of the Arbitration Center in force as of the date of the arbitration. If for any reason any
provision of this Agreement is found to be unenforceable, that provision will be enforced to the maximum extent possible to
effect the intent of the Parties, and the remainder of this Agreement will continue in full force and effect. The arbitration tribunal
shall consist of three (3) arbitrators to be appointed in accordance with arbitration rules of the Arbitration Center. The place of
arbitration shall be Beijing, China, and the language used in such arbitration, including the language of the decision and the
reasons supporting such decision shall be Chinese and English. The decision of the arbitration tribunal shall be final and
binding upon the Parties concerned. During the process of the arbitration, the Parties shall continue their performance of this
Agreement, except for the matter(s) under arbitration.
 
 

 
10



 

 
10. Other Provisions
  
10.1 Entire Agreement
  
 This Agreement shall replace the Cooperation Agreement entered into by and among the same Parties hereto

and CYN on May 29, 2008. But this Agreement shall not have any impact over the effect and validity of the
contracts, agreements and documents entered into or signed by relevant parties for the implementation of the
cooperation contemplated hereunder.

  
10.2 Amendments
  
 Any amendments to this Agreement shall be made through written agreements executed by duly authorized

representatives of the Parties.
  
10.3 Severability
  
 Any provision of this Agreement that is prohibited or unenforceable in any jurisdiction shall, as to such

jurisdiction, be ineffective to the extent of such prohibition or unenforceability without invalidating the
remaining provisions hereof, and any such prohibition or unenforceability in any jurisdiction shall (to the full
extent permitted by law) not invalidate or render unenforceable such provision in any other jurisdiction.

  
10.4 No Waiver
  
 Unless waived by writing, failure by a Party to enforce any term of this Agreement upon another Party’s

default under this Agreement shall not be deemed as a waiver of future enforcement of that or any other term in
this Agreement. Failure or delay of a Party to enforce any of its rights under this Agreement shall not be
deemed as a waiver of such right.

  
10.5 Notices
  
 All notices, requests, demands and other communications required or permitted under this Agreement shall be

in writing in both Chinese and English and shall be deemed to have been duly given and made upon being
delivered to the recipient party by recognized courier service, fax transmission (with confirmation of receipt)
for those parties having a fax number listed below or by registered or certified mail (postage prepaid, return
receipt requested), and addressed to the applicable address set forth below or such other address as may be
designated in writing hereafter by the recipient party:

 
If to CYI: 16th Floor, Changbao Plaza, 1 An Hua Bei Li, Guangqumennei Street, Chongwen

District, Beijing, China
  
 Attn: Ouyang Xiangqun
  
 Fax no: (86 10) 5133 6877
  

If to CYN Ads: Room 705, 38, Chaowai Street, Chaoyang District, Beijing, China
  
 Attn: Ouyang Xiangqun
  
 Fax no: (86 10) 5133 6877
  

If to YMHK: 4143 Glencoe Avenue, Marina Del Rey, California 90292
  
 Attn: Jay Rifkin
  
 Fax no: (1 310) 651 9629
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10.6 Successors and Assigns
  
 This Agreement shall bind and inure to the benefit of each Party's respective successors and permitted assigns.

Unless otherwise expressly permitted in this Agreement, no Party shall have the right to assign any of its rights
hereunder or any interest herein without obtaining the prior written consent of the other Parties, and any purported
assignment made without obtaining such written consent shall be null and void, provided, however, that YMHK may
transfer its rights and obligations hereunder to its Affiliates without the need for consent from the other Parties.

  
10.7 Language
  
 This Agreement is made in both Chinese and English, and both language versions are equally valid. All exhibits and

schedules attached hereto, if any, shall constitute an inseparable part of this Agreement and have the same force as the
text of this Agreement.

  
10.8 Counterparts
  
 This Agreement shall be made in three (3) originals for each language version, with each Party holding one of them.

 

 
[Signatures on the Following Page]
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In Witness Whereof, the Parties have caused this Agreement to be duly executed and delivered as of the date first above written.
 
 China Youth Interactive Cultural Media (Beijing) Co., Ltd.
 

 
 By:/s/                                 
 
 

 
 China Youth Net Advertising Co. Ltd.
 

 
 By:/s/                                 
 
 

 
 Youth Media (Hong Kong) Limited
 

 
 By:/s/                                 
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EXHIBIT 31.1

CERTIFICATION

I, Jay Rifkin, Chief Executive Officer of China Youth Media, Inc., certify that:

1. I have reviewed this quarterly report on Form 10-Q of China Youth Media, Inc. for the quarter ended
September 30, 2009;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a
material fact necessary to make the statements made, in light of the circumstances under which such statements
were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly
present in all material respects the financial condition, results of operations and cash flows of the registrant as
of, and for, the periods presented in this report;

4. The registrant's other certifying officer(s) and I are responsible for establishing and maintaining disclosure
controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over
financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

a. designed such disclosure controls and procedures, or caused such disclosure controls and procedures to
be designed under our supervision, to ensure that material information relating to the registrant is made
known to us by others, particularly during the period in which this report is being prepared;

b. designed such internal control over financial reporting, or caused such internal control over financial
reporting to be designed under our supervision, to provide reasonable assurance regarding the reliability
of financial reporting and the preparation of financial statements for external purposes in accordance with
generally accepted accounting principles;

c. evaluated the effectiveness of the registrant's disclosure controls and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period
covered by this report based on such evaluation; and

d. disclosed in this report any change in the registrant's internal control over financial reporting that
occurred during the registrant's most recent fiscal quarter (the registrant's fourth fiscal quarter in the case
of an annual report) that has materially affected, or is reasonably likely to materially affect, the
registrant's internal control over financial reporting; and

5. The registrant's other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal
control over financial reporting, to the registrant's auditors and the audit committee of the registrant's board of
directors (or persons performing the equivalent functions);

a. all significant deficiencies and material weaknesses in the design or operation of internal control over
financial reporting which are reasonably likely to adversely affect the registrant's ability to record,
process, summarize and report financial information; and

b. any fraud, whether or not material, that involves management or other employees who have a significant
role in the registrant's internal control over financial reporting.

   
   
Date: November 16, 2009 By: /s/ Jay Rifkin

Jay Rifkin 
Chief Executive Officer



EXHIBIT 31.2

CERTIFICATION

I, Jay Rifkin, Principal Financial Officer of China Youth Media, Inc., certify that:

1. I have reviewed this quarterly report on Form 10-Q of China Youth Media, Inc. for the fiscal quarter ended
September 30, 2009;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a
material fact necessary to make the statements made, in light of the circumstances under which such statements
were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly
present in all material respects the financial condition, results of operations and cash flows of the registrant as
of, and for, the periods presented in this report;

4. The registrant's other certifying officer(s) and I are responsible for establishing and maintaining disclosure
controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over
financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

a. designed such disclosure controls and procedures, or caused such disclosure controls and procedures to
be designed under our supervision, to ensure that material information relating to the registrant is made
known to us by others, particularly during the period in which this report is being prepared;

b. designed such internal control over financial reporting, or caused such internal control over financial
reporting to be designed under our supervision, to provide reasonable assurance regarding the reliability
of financial reporting and the preparation of financial statements for external purposes in accordance with
generally accepted accounting principles;

c. evaluated the effectiveness of the registrant's disclosure controls and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period
covered by this report based on such evaluation; and

d. disclosed in this report any change in the registrant's internal control over financial reporting that
occurred during the registrant's most recent fiscal quarter (the registrant's fourth fiscal quarter in the case
of an annual report) that has materially affected, or is reasonably likely to materially affect, the
registrant's internal control over financial reporting; and

5. The registrant's other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal
control over financial reporting, to the registrant's auditors and the audit committee of the registrant's board of
directors (or persons performing the equivalent functions);

a. all significant deficiencies and material weaknesses in the design or operation of internal control over
financial reporting which are reasonably likely to adversely affect the registrant's ability to record,
process, summarize and report financial information; and

b. any fraud, whether or not material, that involves management or other employees who have a significant
role in the registrant's internal control over financial reporting.

Date: November 16, 2009 By:/s/ Jay Rifkin
Jay Rifkin
Principal Financial Officer



EXHIBIT 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,

AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of China Youth Media, Inc. (the “Company”) on Form 10-Q for the fiscal quarter
ended September 30, 2009 as filed with the Securities and Exchange Commission on the date hereof (the “Report”), I, Jay
Rifkin, Chief Executive Officer of the Company, certify, pursuant to 18 U.S.C. section 906 of the Sarbanes-Oxley Act of
2002, that:

1. The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

2.
The information contained in the Report fairly presents, in all material respects, the financial condition and results of
operations of the Company.

A signed original of this written statement required by Section 906 has been provided to the Company and will be retained by
the Company and furnished to the Securities and Exchange Commission or its staff upon request.

November 16, 2009 /s/ Jay Rifkin
Jay Rifkin
Chief Executive
Officer



EXHIBIT 32.2

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,

AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of China Youth Media, Inc. (the “Company”) on Form 10-Q for the fiscal quarter
ended September 30, 2009 as filed with the Securities and Exchange Commission on the date hereof (the “Report”), I, Jay
Rifkin, Principal Financial Officer of the Company, certify, pursuant to 18 U.S.C. section 906 of the Sarbanes-Oxley Act of
2002, that:

1. The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

2.
The information contained in the Report fairly presents, in all material respects, the financial condition and results of
operations of the Company.

A signed original of this written statement required by Section 906 has been provided to the Company and will be retained by
the Company and furnished to the Securities and Exchange Commission or its staff upon request. 

November 16, 2009 /s/ Jay Rifkin
Jay Rifkin
Principal Financial
Officer


