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CHARACTERISTICS OF THE GROWTH ENTERPRISE MARKET ("GEM") OF THE
STOCK EXCHANGE OF HONG KONG LIMITED (THE "STOCK EXCHANGE")

GEM has been established as a market designed to accommodate companies to which a
high investment risk may be attached. In particular, companies may list on GEM with
neither a track record of profitability nor any obligation to forecast future profitability.
Furthermore, there may be risks arising out of the emerging nature of companies listed on
GEM and the business sectors or countries in which the companies operate. Prospective
investors should be aware of the potential risks of investing in such companies and should
make the decision to invest only after due and careful consideration. The greater risk
profile and other characteristics of GEM mean that it is a market more suited to professional
and other sophisticated investors.

Given the emerging nature of companies listed on GEM, there is a risk that securities traded
on GEM may be more susceptible to higher market volatility than securities traded on the
Main Board and no assurance is given that there will be a liquid market in the securities
traded on GEM.

The principal means of information dissemination on GEM is publication on the Internet
website operated by the Stock Exchange. Listed companies are not generally required to
issue paid announcements in gazetted newspapers. Accordingly, prospective investors should
note that they need to have access to the GEM website in order to obtain up-to-date
information on GEM-listed issuers.

The Stock Exchange takes no responsibility for the contents of this Annual Report, makes no
representation as to its accuracy or completeness and expressly disclaims any liability
whatsoever for any loss howsoever arising from or in reliance upon the whole or any part of
the contents of this Annual Report.

This Annual Report, for which the directors (the "Directors") of Media Partners International
Holdings Inc. ("MPI" or the "Company") collectively and individually accept full responsibility,
includes particulars given in compliance with the Rules Governing the Listing of Securities
on the GEM of the Stock Exchange for the purpose of giving information with regard to
MPI. The directors, having made all reasonable enquiries, confirm that, to the best of their
knowledge and belief: (1) the information contained in this Annual Report is accurate and
complete in all material respects and not misleading; (2) there are no other matters the
omission of which would make any statement in this Annual Report misleading; and (3) all
opinions expressed in this Annual Report have been arrived at after due and careful
consideration and are founded on bases and assumptions that are fair and reasonable.
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CORPORATE INFORMATION
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BOARD OF DIRECTORS
Executive Directors

George Ka Ki CHANG

(Vice Chairman)

Winnie Pik Shan TO

(Chief Executive Officer)

Tony Cheung Kin AU-YEUNG

Non-executive Director
Gerald Lokchung CHAN (Chairman)

Independent non-executive
Directors

Lawrence Juen-Yee LAU
Meocre Kwok Wing LI

Paul Laurence SAFFO

COMPLIANCE OFFICER
George Ka Ki CHANG

CHIEF FINANCIAL OFFICER
Stephen Cheuk Kin LAW
(Company Secretary)

QUALIFIED ACCOUNTANT
Florence Yuk Lan WONG

AUDIT COMMITTEE
Lawrence Juen-Yee LAU
Meocre Kwok Wing LI
Paul Laurence SAFFO

REGISTERED OFFICE
Century Yard, Cricket Square
Hutchins Drive, PO Box 2681 GT
George Town, Grand Cayman
British West Indies

CORPORATE OFFICE

22nd Floor, Hang Lung Centre
2-20 Paterson Street
Causeway Bay

Hong Kong

Tel: (852) 2894 9800

Fax: (852) 2577 3509

SPONSOR
BNP Paribas Peregrine Capital
Limited

AUDITORS
KPMG

PRINCIPAL BANKERS
ABN AMRO Bank

Bank of East Asia, Limited
Banque Nationale de Paris
Standard Chartered Bank

SHARE REGISTRAR

Tengis Limited

G/F, BEA Harbour View Centre
56 Gloucester Road

Wanchai, Hong Kong

FINANCIAL RELATIONS
CONSULTANT

Strategic Financial Relations Limited

STOCK CODE
8072

REGIONAL OFFICES

PRINCIPAL PLACE OF
BUSINESS IN HONG KONG
MPI

15th Floor, Rooms 1506-1510
Hang Lung Centre, 2-20 Paterson
Street, Causeway Bay, Hong Kong

POAD

Suite 2801 Sino Plaza

255 Gloucester Road
Causeway Bay, Hong Kong

PRINCIPAL PLACE OF
BUSINESS IN MAINLAND
CHINA

8 Gao An Road, Shanghai
Postcode:200030

OTHER OFFICES IN
MAINLAND CHINA

SHANGHAI

Shanghai Metro Joint Venture
18 Kangping Lu, Shanghai
Postcode:200030

Shanghai Zhongle

No. 663-665 Wu Zhong Road
Min Hang Area, Shanghai
Postcode: 201103

GUANGZHOU

Guangzhou Metro Joint Venture
Room 2910, 29th Floor
Guangzhou Merchandise Building
12 Xihu Road, Guangzhou
Postcode:510030

Guangzhou

Rooms 2809-2810, 28th Floor
Huihua Tower, 80 Xianlie C. Road
Guangzhou

Postcode:510070

BEUJING

Room 711, Tower W3
Oriental Plaza

No. 1 East Changan Avenue
Dongcheng District, Beijing
Postcode: 100738

CHENGDU

Room D/E, 22nd Floor
Guancheng Plaza

308 Shuencheng Street, Chengdu
Postcode:610016

CHONGQING

Suite 1208, 12th Floor
Metropolitan Tower

68 Zourong Road

Yu Zhong District, Chongging
Postcode:400010

NANJING

22nd Floor, Golden Eagle
International Plaza

89 Han Zhong Road, Nanjing
Postcode:210029

WUHAN

Room 1, 23rd Floor

Jian Yin Building

709 Jianshe Road, Wuhan
Postcode:430015
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CORPORATE PROFILE
REEN

Media Partners International Holdings Inc., together with its
subsidiaries, is the leading outdoor advertising media network provider
in Greater China, offering comprehensive services in a wide range of
outdoor advertising media services, including billboards, street
furniture and transport advertising. MPI was successfully listed on
the Growth Enterprise Market of The Stock Exchange of Hong Kong
Limited on 31 January 2002 (Stock Code : 8072).

The Group is majority owned by the Morningside group, which was
established by the Chan family in Hong Kong in 1986. The Chan
family also founded the Hang Lung Group in Hong Kong. The Group's
outdoor advertising business began in Hong Kong in 1990, and the
Group has established a strong presence in Hong Kong since then. In
1994, MPI extended its business to Mainland China.

Headquartered in Shanghai, MPI has established seven joint ventures
and three offices in Mainland China. The Group's core business
focuses on Mainland China’s transport sector and the Group's transit
advertising media network now extends to 53 major cities in
Mainland China.
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GROUP STRUCTURE
KERS

Morningside Public shareholders
NERBRR

Media Partners International Holdings Inc.
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POAD* MPIL(HK) MPIL
BRI A 3Tk

Guangzhou Shanghai Shanghai Nanjing Chongqing Chengdu Shanghai

Metro JV  Metro JV MPI MPI MPI Advertising Zhongle
L [ZE EERKR MPI

BMKE* EEEE* SERY  SEKE ZES RERE  Eehgg
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*Jointly Controlled Entity / Associate Company
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SIGNIFICANT EVENTS

ZEIH

[T

THE FIRST QUARTER
£—=

January to March
—RAZE=A

¢ Successful listing on GEM of the Stock Exchange
PRI B X P B ZE AR £

¢ Secured exclusive advertising rights to AEL in Hong Kong
EREBHESRE 2 BRINERERE

© Secured exclusive advertising rights to 272 buses in Shenzhen
EERII 272 HE BRI R (L A

THE SECOND QUARTER
et~

April to June

WMABENRA

¢ Established a co-operative joint venture, Chengdu Advertising MPI,
in Chengdu

REXERRR L A (R E B [AEMRRB RS ]

* Acquired additional advertising rights to 20 air-conditioned buses
in Shanghai

RIMERS LB 20 MERAE L 2 RS E AR

* Secured advertising rights to 157 buses in Wuhan
EEBEVE 157 SR L 2 KA AR

Chengdu Advertising MPI entered into an Advertising Agency
Agreement with X #:E B AR B R A A
PEPIE B (R AL Bk FDE N R B R R AIER B H IR ek
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THE THIRD QUARTER
F=F

July to September
tRAEhA

¢ Secured advertising rights to the whole Beijing Light Rail System
TEAF R I R AT R (e 42

¢ Secured additional advertising rights to 300 buses in Guangzhou

BIMEREMN 300 ME L 2 IREEEHARE

© Set up a new joint venture, Shanghai Zhongle Vehicle Painting Co. Ltd.,
in Shanghai
REBKIFHEERE [ LERESERREREUEFR AR

° Acquired advertising rights to a further 142 air-conditioned buses in Shanghai
FINES L8 142 MzEAE + 2 IR E AR

¢ Secured exclusive advertising rights to the entire Cross Harbour Tunnel together
with POAD in Hong Kong
67 POAD BB BGEASER B BRNERCHARE

THE FOURTH QUARTER
EE

October to December

tAZE+=A

¢ Secured additional exclusive advertising rights to 2,000 buses
in Beijing
FEINERIL R 2,000 #1842 BR A B8 5 A4
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Secures long-term and exclusive advertising rights at
prime locations

HSEESR RARBRNREERE
T
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CHAIRMAN'S STATEMENT
EEHRES

During 2002, MPI Group strengthened its key position within the
outdoor advertising industry in general and Mainland China transport
sector in particular, capitalising on industry experience garnered.
Spurred by its successful listing in January of 2002, the Group
demonstrated its astute growth strategies by securing crucial
advertising rights in a number of important, high-traffic urban
transport links in Hong Kong and Mainland China. The Group remains
committed to demonstrating advertising innovation and excellence,
developing long-term partnerships, building multi-city networks,
improving sales strategy and acquiring exclusive advertising rights in
prime locations in order to achieve its core objective of further
increasing shareholder returns.

MPI's business growth and strategies have been and will remain
closely integrated with broader long-term trends in Mainland China
and Hong Kong. In particular, the Group intends to fully capitalise
upon a bullish economy in Mainland China which is on course for
projected strong growth in the coming years and which has
experienced increasing foreign business presence and market diversity.
The strong economy in Mainland China, additionally to be enhanced
by Beijing as host of 2008 Olympic Games and Shanghai as host of
2010 World Expo, promises new growth opportunities for the outdoor
advertising industry and MPI's business development initiatives.

The advice and support of my fellow directors over the past year
has been invaluable, and | express my deepest gratitude. Thanks
are also due to the entire management and staff of the Group for
their unflagging commitment and energy over the past twelve
months, a dedication to build a better MPI.

| believe 2003 offers superb new opportunities for the Group and
| look forward to continued growth and success.

Gerald Chan
Chairman
Hong Kong, 19 March 2003
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CEO’S STATEMENT
5(Hnﬁiﬁki¥ﬁi£tlgii

Dear Shareholders,

In 2002,
numerous business breakthroughs
both in Mainland China and Hong
Kong. Though our Hong Kong

the Group achieved

operation was inevitably affected by
the poor market sentiment,
Mainland China's market continues
to be our growth driver. We are
driven by our mission to act as a
leading outdoor media network
provider in the Greater China region,
identifying advertiser and customer
needs with the provision of a diverse
range of advertising services. Given
our listing status in January 2002,
our business structure,
comprehensive media network,

growing client base and experienced

%%ﬁ%ﬁ‘ﬁ@$%ﬁ%ﬁ$%%
C AR RE S SR AR B A R
@Emﬁ%°

45 [ BA

A m S 2 IROBE - FEAMH
RERBERERENER  —TFT -
FHOHBEAEERLERBRAESF
8% o HHEML - FEAMBES TS
BRENEREMEREE - T5F

management team, the Group has
been powering along, exploring
many business opportunities with
strategic value to the Group in the
years ahead.

MARKET REVIEW

In spite of the global economic
downturn, the economy in Mainland
China continued to record steady
growth, with GDP growing at an
annual rate of 8% in 2002. However,
Mainland China's advertising market
remains underdeveloped against
major countries around the world,
reflecting the enormous potential in
the outdoor advertising industry.

BREEEERFERAE | 11
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Meanwhile, as the estimated
advertising spending in 2002 has
already reached approximately
US$9 billion, it is expected that
Mainland China's outdoor
advertising expenditure will remain
strong with a 2001-2003 CAGR of
over 21%, outpacing Mainland
China's overall economic expansion.

Apart from the strong economic
growth, Mainland China's fast-
growing and massive advertising
market will be further driven by its
ongoing city urbanisation, in the next
few years. Meanwhile, as outdoor
advertising spending was predicted
to record an increase of 15% in
2002, along with higher passenger
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mobility resulting from rapid
development of the infrastructure

and transportation systems, as well
as the cost effective characteristics
which offer longer audience
exposure with the lowest CPM (cost
per thousand reached) among the
major media, it is expected that
outdoor advertising, particularly on
the metro and bus line sectors, will
become more important and popular
for advertisers in the planning of
effective marketing strategies.

Compared with Mainland China,
Hong Kong's outdoor advertising
market is relatively mature. In terms
of advertising expenditure as a
percentage of GDP and on a per-

capita basis, Hong Kong has remained
stable, registering relatively healthy
growth in the past decade. Due to the
continuous weak economic
environment, Hong Kong's overall
advertising business, including
electronic broadcasting and other
media, was adversely affected in
2002. In the meantime, the overall
advertising spending in Hong Kong,
including outdoor advertising,
recorded a decrease in the second
half of 2002 as compared with
previous year.

Outdoor advertising is one of the
most cost-effective media and
generally categorised into three main
areas, billboards, transportation

and street furniture, areas where we
have already developed a strong
presence across Mainland China and
Hong Kong.

BUSINESS REVIEW

Business Model

Since our establishment in the
outdoor advertising industry, we
have capitalised on our business
model to secure long-term and
exclusive advertising rights through
strategic alliances. We have also
leveraged our long-term exclusive
concessions to obtain outdoor
media at prime locations and, in the
case of the transport sector, on
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major transit routes, to provide our
clients with effective cross-city
media packages with extensive
network coverage, that maximise
media value.

Riding on this successful business
philosophy, the Group is now ideally
positioned to profit from the
exciting growth prospects in
Mainland China that we have built
over the years. Our extensive
outdoor media network in Mainland
China and Hong Kong delivers a
significant value proposition to
advertisers who are planning to
launch effective brand building
campaigns. The proven success of
these strategies has reinforced the

Group's business development, as

greater focus is placed on the metro
and bus line sectors.

Strategic Alliances

Having established a strong foothold
in the outdoor advertising industry,
the Group continues to establish
long-term and exclusive strategic co-
operation with media owners,
particularly in Mainland China.

In May 2002, we established a co-
operative joint venture (“CJV"),
Chengdu Advertising MPI, to expand
our outdoor advertising business in
the southwestern region of
Mainland China. The Group has
now been able to secure exclusive

advertising rights to over 1,800 bus
bodies in Chengdu.

In August 2002, the Group
established two additional joint
ventures (“JVs"). Aiming to offer a
more comprehensive advertising
service package to customers,
Shanghai Zhongle was set up in
Shanghai to provide production
related services for the transport
advertising media needs both
of the Group and other companies.
The other joint venture, Livebrand
Networks Limited, was set up in
Hong Kong. With the continuing
development and application of
new technologies, the introduction
of dynamic in-mall advertising is
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being planned for cities in Hong
Kong and Mainland China through
a network linking a series of
shopping malls in 2003.

At the end of 2002, the Group had
established seven JVs and three other
offices in Mainland China. Other JVs
are being considered to further
strengthen the Group's presence in
the other parts of Mainland China.

Media Network at Prime
Locations

Over the years, the Group has
established an extensive transit
media and geographical presence
across 53 cities in Mainland China.
At present, the Group has secured
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the exclusive advertising rights to
over 53,000 advertising spaces in
Mainland China and Hong Kong.
Together with a comprehensive
range of services, the Group is
facilitating both international and
national advertisers to launch
nationwide campaigns.

Metro Network

Enhancing our media network in
Mainland China,
penetrate the metro systems in the
major cities. In July 2002, we
successfully secured the exclusive
advertising rights within the Beijing
Light Rail System, for a period of

we aim to

18 years, commencing 1 January
2003. This marks a major milestone

b 8 48 4%
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for the Group. As the railway passes
through residential areas, the
Olympic Village and the
Zhongguancun Science and
Technology Park, high passenger
flows are expected. Advertising
spaces are being progressively set
up in view of the increasing
demand for advertising within the
light rail system.

Coupled with the Shanghai and
Guangzhou metro lines, as well as
the success in securing exclusive
advertising rights to the Hong Kong
Airport Express Line ("AEL"), which
came into effect on 1 January 2002,
and the Beijing Light Rail System, the
Group is now the only company
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capable of providing a mass transit
network in Greater China. This
means that we are able to market
exclusive media rights to the four
major metropolitan cities - Beijing,
Shanghai, Guangzhou and Hong
Kong - in the region. The strong
penetration in the Beijing Light Rail
System, has strengthened our market
presence in the metro and light rail
systems in Mainland China,
expanding our nationwide coverage
of mass transport systems, and
enabling us to stand out clearly as a
frontrunner in the transport
advertising market in China.

At the same time, along with the
increasing popularity of metro lines
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in the major cities in Mainland China,
the number of daily passengers is
expected to rise sharply, which in
turn will provide our clients with a
captive and growing urbane and
affluent audience base for their
advertising needs. Additionally, our
extensive metro network allows our
clients to effectively implement their
advertising campaigns on a
nationwide basis. We also offer a
wide selection of media formats,
apart from standard lightboxes,
providing more tactical media
packages to meet customers’
marketing needs.

Buses
In Mainland China, where the
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outdoor advertising market is in the
midst of rapid expansion, the Group
has also secured exclusive advertising
rights along prime bus routes in
major cities. For instance, in Nanjing,
Chongging and Chengdu, we have
secured exclusive advertising rights
to dominate the bus advertising
market in these cities.

During the year, we secured
additional bus advertising rights for
over 2,600 buses, including 2,000
buses in Beijing, 300 buses in
Guangzhou, 162 buses in Shanghai
and 157 buses in Wuhan. We believe
that further extending our presence
in bus body advertising will enable
our clients to take advantage of the
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heavy traffic flows in each city, and
enjoy attractive geographical
coverage to cost-effectively reach
target audiences.

Billboards

Billboards act as a popular outdoor
media format for advertisers to
launch an effective brand building
exercise. During the year, we
reinforced our leading position in the
Hong Kong outdoor advertising
market by successfully securing, in
conjunction with POAD, the
advertising rights at the entire Cross
Harbour Tunnel in September 2002.
The Cross Harbour Tunnel is one of
the highest traffic flow sites in Hong
Kong. Apart from our continuous

focus on the mass transport sector,
we are exploring opportunities to
expand our billboard coverage in
Mainland China.

Strategies

During the year, we launched a
range of initiatives to improve our
sales performance both in Mainland
China and Hong Kong. Compared
to 2001, we provided media services
to over 1,800 advertising clients, an
increase of 31%. Along with the
increasing advertising demand from
foreign enterprises after Mainland
China's entry to WTO and in line
with our strategy to provide
comprehensive advertising services,
we are targeting to offer "one-stop

shop" comprehensive advertising
services to our clients, supported by
our strong sales and marketing
team. The establishment of a JV in
Shanghai to provide extensive
production related services
demonstrates our commitment, to
provide a comprehensive advertising
service package.

At the same time, to enhance our
competitive edge and to further
enhance our client base, we are
committed to investing resources,
conducting regular marketing
research exercises to update growing
outdoor advertising market needs,
enabling us to generate innovative
ideas, implement effective
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advertising plans and provide
satisfactory advertising solutions to
explore new accounts. We have also
focused our sales and marketing on
serving the needs of various types
of advertisers, by offering more
flexible and tactical nationwide
packages, as well as by developing
accounts in growing industries
with high advertising spending
growth; for example, healthcare,
pharmaceuticals, financial services
and fast moving consumer goods.

Additionally, through the
strengthening of our sales force
with the extension of recruitment
and training programs to recruit and
retain top-level sales and marketing

professionals, we have built up
relationships with a number of

national key accounts and
international brand name advertisers,
such as Nokia, Alcatel, China
Petrochemical International Co., Ltd.,
etc. Leveraging our well-established
nationwide media network cross
major cities in Mainland China, we
are seeking to further increase our
sales to national key accounts

through our quality sales team.

In the year under review, Hong Kong
economy remained sluggish, while
the performance of the outdoor
advertising market was hampered as
overall advertising expenditure
dropped. However, due to a joint

task force between the sales teams
in Hong Kong and Mainland China,
we successfully encouraged and
cultivated new clients in Mainland
China, such as Shanghai Tennis
Masters Cup, Wenzhou International
Hotel and Hai Tian Soya Sauce, to
place advertisements on our outdoor
advertising spaces in Hong Kong.

Confronted by the continuing
difficult global market circumstances,
2002 has been a challenging year
and our outdoor advertising business
in Hong Kong has been adversely
affected by the poor market
sentiment in Hong Kong. To further
strengthen our competitive edge in
the Hong Kong market, the Group
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has been moving cautiously,

selectively reviewing soon-to-expire
site contracts and, where
appropriate, shifting resources to
other more cost-effective and lower
risk outdoor advertising media.

OUTLOOK

Consistent with the Group's mission
to both enhance our services to drive
advertising sales and to extend our
nationwide media coverage as a
major profit driver, Mainland China
accounted for 75% of total turnover
in 2002 compared to 66% in 2001.
In view of the continuing and stable
economic growth in Mainland China,
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Mainland China's accession to WTO,
the building of Universal Studios in
Shanghai in 2006, the hosting of the
2008 Olympic Games in Beijing and
2010 World Expo in Shanghai, we
are confident that the Group’s
prospects are bright, especially with
our focus on the metro and bus line
sectors which have high growth
potential.

Expanding the Media
Network in Mainland China
Looking ahead, it is presently
expected that over 10 metro lines to
be completed over the next few
years. Indeed, our successful securing
of exclusive advertising rights within
the Beijing Light Rail System sets the

pace for our further advancement in
the forthcoming series of metro
projects in Mainland China. With full
operation in early 2003 and
passenger flow increases, we expect
the Beijing Light Rail System’s metro
advertising sales to achieve promising
returns. In the coming year, the
Group intends to bid for other metro
advertising rights in Mainland China.
Capitalising on the Group’'s
successful track record with major
metro lines in the region, we will be
able to expand our nationwide
coverage of transport systems.

For bus body advertising, we will
continue to identify and tap new
markets while expanding our
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market share in the cities where we

have already penetrated. Moreover,
given the increasing popularity of
billboard advertising in Mainland
China, we will explore opportunities
to extend our media coverage in the
billboard sector. These moves will
enable us to further strengthen our
prominent position in the outdoor
advertising industry.

Developing New Technology
to Attract New Clients

At the same time, we are broadening
our media offerings to enhance our
industry position and better satisfy
client needs for comprehensive
coverage. With the application of
leading-edge technology, we see

numerous opportunities to introduce
a dynamic in-mall signage system
across cities in Mainland China and
Hong Kong, establishing a network
linking a series of shopping malls to
allow advertisers to reach heavy
customers flows. With the set up of
Livebrand Networks Limited, we are
negotiating with mall developers for
their partnerships in the project’s
implementation in the coming year.
In the first phase, we plan to
introduce this innovative signage
system to selected pilot trial malls in
the major cities in Mainland China.

Maximising Media Asset
Values
Our prominent role in the outdoor

advertising industry is built upon our
unique advantages in delivering total
media coverage with maximum
media value. Moving forward, we
will also extend our offerings in the
arena of bus body advertising to
southern and northern parts of
Mainland China, focusing on prime
locations and major bus routes in line
with our business strategy.
Meanwhile, the Group is pursuing
the marketing of more innovative
outdoor advertising formats for our
existing outdoor media, which will
create attractive visual impact with
higher media values.

Moreover, as the Hong Kong
economy has yet to show signs of a



24 | Media Partners International Holdings Inc.

SNEETZR - (M G BMR KRS
ReEEE -

BESN - R BB L R AR B ERD
R AEERSEERDEENRE
B - ORIRER A EFHE R LM Z
EEREH - UREMBAEZRE
B RBUESRERARTENBFE
g AHR _ET=F T HFRER
XL o

AR = A SR B M B R
BREALHAERFIN  HMAESK

EEABART RENKERHH
1% o Al - RPIEHEIEBE AR
A E ARG - A nse L FIE
FERRANEZHE -

—WEMDERTS  BRREAH
B NhEREREDER - B
mSRREHRES A6 RKEZ
Ao TPIEtEIE L R AP B R
TERMEAZTCREBHERP I

BEEEER - MR T A LASMG
RESTRAE AR o BT ETERS
REERZBENKT - FIRTTR

R AR o

MEFERITEURRER
i

PEEANERE XS T EER - RIROHE
HEEABREERALEPIRIHE -
Wit eEEE2RF MASES HEE
RAFTETE - AfRE2 - B82E - SRR
BREREHEMEITE - RIFIWHE

rebound, the Group will continue to
take a cautious attitude in soon-to-
expire contracts reviewing the
situation over the next few months
to reduce the guarantee payments
in order to maintain a competitive
position in Hong Kong. These effects
are expected to be reflected in the
second half of 2003.

Developing Long-term
Strategic Alliances

In addition to our existing seven JVs,
we will continue to seek appropriate
opportunities to establish long-term
strategic alliances. We intend to
enhance our presence in the southern
part of Mainland China through the
formation of strategic alliances with

local media owners.

Like other developed markets, in
view of the growing trend for
consolidation and the immense
potential in Mainland China going
forward, consolidation, mergers and
acquisitions are likely to continue. We
aim to develop alliances with leading
outdoor media operators with a wide
range of media in Shanghai and
other major cities in Mainland China,
as well as with media owners beyond
the transport sector. We aim to
broaden our expertise in the industry
and, in turn, to further enhance our
overall occupancy rates.

Broadening Client Base with
New Growth Industries

As the Group expands, we will
continue to align our team of sales
professionals with our leading

clients by actively building national
key accounts and new growth
industry categories, such as
healthcare, pharmaceuticals,
financial services and fast moving
consumer goods, with high
advertising spending growth. Our
sales team will target larger and
more cost-efficient deals, as well as
exploring possibilities for cross-city
advertising, which will expand our
client portfolio and increase
occupancy rates and overall yield.



ARG ARTL K AP A s Y SHE A A
RENBE - ASTFSRERTHNES
i BURRRMNERPE  ReE
BRRIETERRN -

4t

s DA

AEEEEEERFEEIBESRK
MERREBEMOAKENRE
BRASEARNEEZENKES
i BENMARENESRE  ZT

EREPE - RIENEHERLEX
EEAT - NEECEERLE  Th
EEmASERSE - RFIREETE
EmBRMNEFER - ZERUE
RATERERE—HNPINESRE
MR EEmA - KRR/
REREERATBNER

&l

RIE > AAFHEREMBEHAEED

BRHEEEFRAR | 25

BF - HER - AEBH - ERRT
RERMEAEE —ERDHFM
TR o BAITRFE L ) B IBFEFTRE
MBETHBURLHE - BLHRMR
BENEE  UASEREBRIIM
FHEENER - BERK - A&KE
EEESEBEETERAE &R
AEBEGBRSE -

ekl
TTRARE
B8 —FE=F=A+NA

CONCLUSION

The Group's management views the
challenges that will inevitably arise
in the coming year as vital stepping
stones leading to sustainable long-
term achievement. Armed with the
Group's exclusive and nationwide
geographical media network, value-
added quality advertising services,
comprehensive client base, solid
business foundations and
professional management expertise,
the Group is in a highly
advantageous position to grasp the
many new business opportunities
ahead. We are confident that this will
not only further accelerate our
business growth but also strengthen

our position as a prominent outdoor
media network provider in Greater
China and, ultimately, generate
long-term sustainable returns for our
shareholders.

APPRECIATION

Finally, | would like to take this
opportunity to express our sincere
thanks to our clients, suppliers,
business partners, bankers and
shareholders for their continuous
support. Our thanks also go to
our dedicated staff for their
wholehearted commitment. They are
our precious assets, contributing to
the Group's quest to achieve

ongoing and successful
development. As we move forward
into the future, the Group's
management will continue to work
closely together to bring the Group's

business to yet further new highs.

Winnie To
Chief Executive Officer
Hong Kong, 19 March 2003
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TYPES OF MEDIA LOCATION ADVERTISING SPACES
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MANAGEMENT DISCUSSION AND ANALYSIS
BEE Z5mk D

For the year ended 31 December 2002
BE-—ZZ-F+-A=Z+—-BHLFE

Mainland Unallocated
China Hong Kong corporate Total
R A BB TEIDE BET
HK$'000 HK$'000 HK$'000 HK$'000
FHET FHET FH&T FH&T
Turnover 218,903 71,901 - 290,804
e
One-off provision for onerous contracts - (12,626) - (12,626)
BHFEEEIE . —2BEE
EBITDA & before one-off provision 54,373 (23,558) (4,175) 26,640
REt—Z£BBER 2 EBITDA
Adjusted EBITDA & before one-off provision 67,362 (21,612) (4,175) 41,575
RET—F:BRHER 2 & EBITDA
Profit/(loss) attributable to shareholders 11,932 (35,620) (6,253) (29,941)
MR EEE T, (&518)
For the year ended 31 December 2001
HE-_ZZ-F+_A=+—RHItEE
Mainland Unallocated
China Hong Kong corporate Total
PR B A 3D BB NEIDBE A&
HK$'000 HK$'000 HK$'000 HK$'000
T T FHEIT FHEIT
Turnover 171,851 87,125 - 258,976
BEE
EBITDA 59,652 2,556 - 62,208
EBITDA
Adjusted EBITDA 71,208 6,946 - 78,154
4<% EBITDA
Profit attributable to shareholders 17,972 5,415 - 23,387

P SR P A




Overview

Mainland China operations continued to be the focus of the Group with
the turnover from Mainland China accounting for 75% (2001: 66%) of
the Group's turnover and operations continuing to be profitable. The
Hong Kong operations recorded a loss for the first time as a result of the
difficult economic environment in Hong Kong. Due to the less satisfactory
performance of the Hong Kong operations, the Group sustained a loss
of HK$29.9 million (including a one-off provision of HK$12.6 million for
onerous site rental contracts in Hong Kong) in 2002 compared with a
profit of HK$23.4 million in 2001. Despite the loss sustained in 2002, the
Group continued to generate a positive cashflow from operations which
totalled HK$21.9 million in 2002 (2001:HK$57.6 million).

Turnover

The Group's turnover increased by 12% to HK$290.8 million with
turnover from Mainland China increasing by 27 % to HK$218.9 million
and turnover from the Hong Kong operations decreasing by 17% to
HK$71.9 million. The satisfactory increase in turnover from the
Mainland China operations was mainly due to the increasing
preference for and growing demand for outdoor advertising in
Mainland China.

Combined turnover of the Group, including the turnover of the three
jointly controlled entities (Shanghai Metro JV, Guangzhou Metro JV
and Shanghai Production JV) and the associate (POAD), increased to
HK$477.2 million in 2002 from HK$423.3 million in 2001, representing
growth of 13%.

Advertising on bus bodies and in metro systems together represented
58% of the combined turnover compared with 55% in 2001,
indicating that advertising in the transport sector continues to be the
major focus of the Group.

Gross margins, being turnover less direct costs, site rentals and
amortisation of advertising rights from the Mainland China operations
also showed an improvement from 23% in 2001 to 26% in 2002.
Gross margins from the Hong Kong operations were a negative 19%
in 2002 compared with a positive 12% in 2001. The gross loss was
mainly due to a drop in turnover and the relatively fixed site rental of
the Hong Kong operations

Other revenue and other net income

Other revenue and other net income decreased by HK$6.2 million
mainly due to a decrease in receipt of incentives from the Nanjing
government and decreases in other income which were mainly
non-recurring.
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Operating expenses

Site rentals, being the largest component of the Group's operating
expenses, amounted to HK$94.3 million, 70% of which related to
the Hong Kong operations. Other direct costs were mainly variable
and comprised media buying, business tax and production costs.

Staff costs, including directors' fees, of the Group increased by 28%
to HK$33.7 million (2001: HK$26.2 million). The increase was due
to salary increments in Mainland China and an increase in the number
of employees. Total employees increased by 74 to 273 (2001: 199),
of which 243 (2001: 179) are in Mainland China and 30 (2001: 20)
are in Hong Kong. The additional 64 employees in Mainland China
was to meet with the business expansion in Mainland China, to
develop the newly secured exclusive metro advertising rights on the
Beijing Light Rail System and for the newly established subsidiary in
Chengdu. As a percentage of turnover, staff costs represented 12%
(2001: 10%) of turnover, and the percentage for the Mainland China
operations was maintained at approximately 10% for both 2002
and 2001. However, the average staff cost per employee per month
decreased in 2002.

Other operating expenses of the Group increased by HK$12.7 million
to HK$29.0 million (2001: HK$16.3 million). Higher operating expenses
were principally due to corporate expenses of HK$4.2 million incurred
as a result of the Company being listed, an increase in office rental of
HK$1.2 million for the newly established joint ventures and offices,
an increase in marketing expenses of HK$3.0 million for acquiring
marketing information, such as metro advertising surveys, media
placement and advertising spending reports for enhancing the Group's
forward planning of the outdoor advertising market in Mainland China
and an increase in provision for bad debts of HK$0.7 million. The
provision for bad debts for the year was HK$2.6 million (2001:
HK$1.9 million) which is below 1% of the Group's turnover.

Provision for onerous contracts

The provision of HK$12.6 million for onerous contracts made in 2002
is a one-off provision for certain onerous Hong Kong site rental
contracts which will expire in 2003. As the economy of Hong Kong
has shown no signs of a quick recovery in the short term and the
outlook for the advertising industry in 2003 is poor, management
took a prudent approach to make a provision for expected losses
arising from those onerous site rental contracts.

Finance costs

Finance costs increased by HK$3.9 million from HK$7.4 million in 2001
to HK$11.3 million in 2002. The increase was mainly due to the payment
of interest on the Convertible Bond and interest in respect of a bank loan
of HK$74.8 million for the Beijing Light Rail System. This bank loan is a

RERX

EAEENESANKEERY AESVHAS -
©%894,300,000 Bir 0 B EBEKMA
70% o HthEEK AT B AEENK AN IEE
BRIEE - 2 RBEMA

REBZEERA (REESEHE) ARA
28% * &£ 33,700,000 7T (ZZTT—F :
26,200,000%7T) - LR TIEHRF R AL E
T RIGHES TATEk o [EBABEIEIN 74 &

E2273% (ZEZE—F :1994) » H243
HEFPEAMET (ZFZ—F :1794) -
BABBEBETL (ZTEZT—F :20%) - H

H 64 IR 2 B TR BERFE A2
E/ %f%@ﬁamﬁ%WZiﬁﬁi LA
KEPKAL 2 EB B AR - B B AME AN
ﬁﬁﬁzm%‘:gg—i-m%)v$lm
MER 2 BBLIIN ST - R T _F1Y
HFFE10% 2K - MEBERBETIEAZFY
EERAE_ZSZ_FR|BFT & -

ANEEH AL 57 429,000,000 7T ¢ 2R
#%12,700,000 7T (ZZTZF—4 : 16,300,000
FETT) o (SR AIRILIN - EB TN A
AR _EHE#H4,200,000/8 T2 DERML
R AECERPMIEMSHAEHES
tH3% 501,200,000/ 7T ~ B hNsa AN E 4 B
AL EINE S R RER 2 B FRHAZ (i
HEEAT  RRUEBRESFRERES)E
3,000,000 AJr o LR B & IR 8 A0
700,000 BT  NEEZEEREBRER
2,600,000 &L (ZZFZ—4F : 1,900,000 /&
TL)  hAEBEEEETE1% °

BRREERRE
ZETFERRZAENEREBBEES
12,600,000 % 7T - JIgtE TA G LQREMK
REZZE=FEhcBBEEMBLEL 2 —
EREH - ERNUENRBTE BB TE
HNER - MBS =FEEENSKRAR
= BEERAFERR  MZEEELREZ
BRI - TRHAESIEE L B -

Rl & B A

BERAH —FE—F 27,400,000 BTG
MEZZFZ =4 211,300,000 7  HEIRAE
3,900,000/ 7T « T EZHNITAIBRES
F2 Rt s R LA e A 74,800,000 75



temporary arrangement and upon the increase of registered capital of
Shanghai Media Partners International Ltd., the bank loan will be replaced
by a capital contribution.

EBITDA and loss attributable to shareholders

EBITDA and adjusted EBITDA for the Group were HK$14.0 million (2001:
HK$62.2 million) and HK$28.9 million (2001: HK$78.2 million)
respectively. The loss attributable to shareholders was HK$29.9 million
compared with a profit of HK$23.4 million in 2001. The loss was mainly
due to the operating loss of HK$23.0 million and the one-off provision
of HK$12.6 million for Hong Kong operations resulting from the general
downturn in the Hong Kong economy and the sluggish demand for
outdoor advertising in Hong Kong.

Mainland China operations

The Group's Mainland China operations maintained continuous
growth with turnover increasing by 27% to HK$218.9 million and
combined turnover, including the turnover of the two metro joint
ventures and the production joint venture, increasing by 23% to
HK$337.7 million. Of the combined turnover, advertising on bus bodies
and metro systems, in aggregate, accounted for 79%.

With the success in securing exclusive advertising rights within the
Beijing Light Rail System, the sales teams of the Group have been
re-structured and a designated sales team has been assigned to
develop and promote metro advertising across the Group's three metro
media systems in Beijing, Shanghai and Guangzhou. Turnover from
the two metro joint ventures in Shanghai and Guangzhou increased
by 14% to HK$117.5 million, compared with HK$103.2 million in
2001. This indicates the increasing popularity of metro advertising
media. The Group's share of profits of the two metro joint ventures
also showed an increase of 5% from HK$15.1 million in 2001 to
HK$15.8 million in 2002.

The core advertising business in Mainland China remains strong with
profits after direct costs (including site rentals and amortisation)
increasing by 44% to HK$56.3 million and related profit margins also
recorded an improvement from 23% in 2001 to 26% in 2002. This
demonstrates the Group's prominent position in Mainland China.

Other revenue decreased by HK$6.8 million mainly due to a decrease
in receipt of incentives from the Nanjing government of HK$4.2 million
and decreases in other income which were mainly non-recurring.
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With a decrease in other revenue, increase in staff costs of HK$5.8
million due to salary increments and headcount increases in Mainland
China, increase in other operating expenses by HK$8.0 million (mainly
comprising an increase in marketing services for metro system surveys
and media spending information), increase in finance costs of HK$1.9
million, the net profit of the Mainland China operations was HK$11.9
million for the year compared with HK$18.0 million in 2001.

If other revenue and the finance costs were excluded in both years,
the profit before taxation from core business of Mainland China would
be amounted to HK$22.4 million for 2002, representing growth of
17% compared with HK$19.2 million in 2001.

Hong Kong Operations

Inevitably adversely affected by continuous deflation and the depression
of the economy of Hong Kong and less flexibility in the fixed site rentals
of the Hong Kong operations, the Hong Kong operations suffered a loss
for the first time of HK$23.0 million for 2002, excluding the one-off
provision for onerous site rental contracts of HK$12.6 million, and turnover
dropped by HK$15.2 million, a drop of 17% compared with 2001.

Notwithstanding that 2002 was a difficult year for the Hong Kong
operations, the Group has upheld its prominent position in the outdoor
advertising market in Hong Kong by, in conjunction with its associate
POAD, successfully securing the exclusive outdoor advertising rights to
entire Cross Harbour Tunnel for a term of four years. The Cross Harbour
Tunnel is a prime location with the busiest traffic flow in Hong Kong.
With its high occupancy, it is one of the most profitable sites in Hong
Kong. Successfully securing this contract has helped to glisten the Hong
Kong operations in the coming few years.

In 2002, management has exercised certain measures to improve the
performance of the Hong Kong operations. A joint task force between
the sales teams in Hong Kong and Mainland China was set up at the end
of the third quarter to encourage Mainland China clients to place
advertisements in Hong Kong. As a result of the joint effort, there is an
increasing number of new Mainland China clients which have placed
advertisements on the Group's outdoor advertising spaces in Hong Kong.
These new clients include Hai Tian Soya Sauce, Shanghai Tennis Masters
Cup and Wenzhou International Hotel.

As the economy of Hong Kong is likely to continue to be sluggish in the
coming year, management has taken a prudent approach and has made
a one-off provision for certain onerous and loss-making site rental contracts
which will expire in 2003. Management is also conservative in committing
to any new projects and in renewal of expiring contracts. Management
will also exercise necessary cost control actions to reduce overheads.
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Liquidity and Financial Resources
RBESRUKEIR
For the year ended 31 December

BEt-_A=t—HILFE

2002 2001
—EE-F T —F
HK$'000 HK$'000
FHT FHT
Cash generated from operations 21,878 57,637
KEFBIRS
Tax paid (7,167) (6,589)
[RENEAE
Net cash from operating activities 14,711 51,048
REEFTSIRS F5E
Dividends received from POAD and Shanghai Metro JV 13,267 3,782
B POAD & E/BZERRE
Dividends paid to minority shareholders (3,796) (1,454)
BB R AR B
Interest paid net of interest received (6,679) (3,083)
BEAFLEREWFE
Investment in Group companies and related companies (2,240) -
NEREBE TN AR KAEBEAR
Acquisition of fixed assets, advertising rights and deposits paid (89,115) (77,513)
BERTEE BKEFHAERDNES
Net proceeds raised from listing 213,017 -
ETRTSRIEFRE
Repayment of shareholder's loan - (6,925)
Increase in bank loans 95,845 25,230
RITE I
(Increase) / decrease in pledged bank deposits (118,858) 11,640
BEEBFR (Em) S E
Net cash inflow/(outflow) from financing and investing activities 101,441 (48,323)
MERREEBRESARA () 8
Increase in cash and cash equivalents 116,152 2,725
R RERBFSEE LM
Cash and cash equivalents at 1 January 45,257 42,532
—A—HZRERZEREEEE
Cash and cash equivalents at 31 December 161,409 45,257

To-A=+—HAZRELERRLER
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The Group continues to be in a stable and healthy financial position.
Cash generated from operations in 2002 amounted to HK$21.9
million. At 31 December 2002, the Group had net cash of HK$40.7
million. The net cash was calculated as the cash and cash equivalents
plus pledged bank deposits less bank loans and the Convertible Bond.
Cash and cash equivalents at 31 December 2002 amounted to
HK$161.4 million (31 December 2001: HK$45.3 million) including a
cash balance of HK$59.7 million jointly controlled by the operator of
the Beijing Light Rail System. Pledged deposits with banks for banking
facilities made available to the Group as at 31 December 2002
amounted to HK$196.4 million (2001: HK$77.6 million). The increase
in pledged bank deposits of HK$118.9 million was largely due to an
increase in deposits pledged with a bank for securing a bank loan of
HK$74.8 million (RMB 80 million) for the Beijing Light Rail System
project and the replacement of pledged deposits of HK$35 million
previously placed by the parent company.

As at 31 December 2002, the Group had a current ratio of 161%,
with HK$525.7 million of current assets against HK$326.3 million of
current liabilities.

The Group's assets, liabilities, revenues and expenses are mainly
denominated in Hong Kong dollars, United States dollars and
Renminbi. The exchange rate between Hong Kong dollars and United
States dollars is pegged and the exchange rate between Renminbi
and Hong Kong dollars has been very steady in the past few years.
During 2001 and 2002, the Group normally used the receipts from
customers and bank loans to pay its suppliers and meet its capital
requirements. These are denominated in the local currency of the
place in which its subsidiaries and joint ventures operate. The Group
does not currently engage in hedging to manage possible exchange
risk as the Group considers the cost associated with such hedging
arrangements would exceed the benefits. However, management will
continue to monitor the relevant circumstances and will take such
measures as it deems prudent.

The consolidated net asset value of the Group as at 31 December
2002 was HK$449.0 million or HK$0.53 per share. Additions to fixed
assets for the year amounted to HK$6.5 million and additions to
advertising rights amounted to HK$22.2 million.

The Group expects that internal reserves and cash flows from future
operating activities and its available banking facilities will be sufficient
to cover its future business operations.
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The debt maturity profile of the Group as at 31 December 2002 is
analysed as follows:
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AREER - ZEZE _F+_-_A=+—B2EE3
BT -

Type of Debt Debt Maturity HKS$' million %
&5 ELR FIHAH BEBT
Short term bank loans Repayable within one year 232.2 73%

FEEIRITE R AR—FAEE

Convertible Bond

AR ES AR—FBBTRBBMFANEER
Total
At

Repayable after one year but not exceeding two years 85.0

27%

317.2 100%

Out of the total borrowings of HK$317.2 million, HK$226.4 million
was denominated in Renminbi and HK$90.8 million was denominated
in Hong Kong dollars. Interest rates for bank borrowings denominated
in Hong Kong dollars were at 0.75% over the bank's funding rate
and interest rates for bank borrowings denominated in Renminbi
ranged from 90% of the lending rate of the People's Bank of China
("PBOC") to 120% of lending rate of the PBOC.

Interest is payable on the Convertible Bond, which is due to expire in
December 2004, at a rate of 2.5% per annum.

The average outstanding days of the Group's accounts receivable was
maintained at below 60 days.

CONTINGENT LIABILITIES

At 31 December 2002, the Group had contingent liabilities totalling
HK$4,703,000 (2001: HK$7,333,000) in respect of bank guarantees
given to independent third parties in the ordinary course of business
to ensure the due performance of a subsidiary and observance of the
obligations of the subsidiary to certain agreements.

BEEREA317,200,000 8L EF
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USE OF PROCEEDS

The Group raised approximately HK$235 million through the placing
of shares upon the listing of the Company. After deducting related
expenses, net proceeds were approximately HK$213 million.

During the period from 31 January 2002 (date of listing) to
31 December 2002, the Group has incurred the following amounts
to achieve the business objectives as set out in the Announcement
dated 24 January 2002:

Fr&RRERE

AEBBBAEEN

TE49/%235,000,000/8

T BB R R - ICEFMSURFER

/213,000,000 ¥87T °

R-ZEE-_F—A=+—H(LEMA)E-ZF
T-F+-A=+—8 " TIAEKEEERH
FoUNEERHN T _F—A_+INAR

N E ISR E

As stated in the Announcement
dated 24 January 2002

R_EZT_F—-A_+WHA Utilized
RNRIBRA S EBAR
HK$'million HK$'million
BEAT BEET
Expand the existing advertising media network ~ F{EHRIR B E &K
and develop new advertising media MR RBEENES RS 40 40
Secure new advertising concessions in the FR VT HRTE A B A 3 88 K2
metro and light rail systems in the PRC i RIS AR RS R AR 122 15
Establish joint ventures in Shenzhen, RYERSEYI ~ BB R _EiERk AL
Chengdu and Shanghai RN 7 3
Placed as pledged deposits IRITREEIRER 35 35
General working capital LEERAE 9 5
213 98
The remaining net proceeds have been placed on short term bank deposits in various banks
B FIBRRIBIF BN & 8RIT 2 AT K
OPERATING LEASE COMMITMENTS REHERRE

The operating lease commitments of the Mainland China and Hong

EREN R EBRG DB G EHERE

Kong segments are set out below: mr
Mainland China Hong Kong Total
AR A BE B
At 31 December 2002 HK$'million HK$'million HK$'million
—EE_F+-_HA=+—H BEATT BEATT BEATT
Within one year —FREIEH 28.4 37.1 65.5
After one year but within five years —# & ERFEREIH 102.7 15.2 117.9
After five years hEFEZIH 380.6 - 380.6
511.7 52.3 564.0
At 31 December 2001 HK$'million HK$'million HK$'million
—EE—F+-_A=+—H BEET BEATT BEATT
Within one year —FAEH 23.8 48.1 71.9
After one year but —FRBRFRIEH 67.7 24.5 92.2

within five years

After five years RFEEIE 29.0 - 29.0
120.5 72.6 193.1



For operating lease commitments due within one year, the Hong Kong
operations accounted for over 50%, which includes most of the site
rental contracts against which a provision for onerous contracts has
been made. Operating lease commitments due after one year but
within five years in Hong Kong, mainly relate to site rental contracts
for which positive gross margins are expected. The increase of
HK$391.2 million in total operating lease commitments in Mainland
China was mainly due to the commitment of RMB 430 million for
exclusive advertising rights within Beijing Light Rail System for 18
years, details of which were disclosed in the Company's
announcement in August 2002.

SIGNIFICANT INVESTMENTS AND ACQUISITIONS

During 2002, the Group acquired the remaining 5% interest in
Metrolink Investments Ltd. from the minority shareholders, established
an advertising joint venture in Chengdu, Chengdu Advertising MPI,
established a production joint venture in Shanghai, Shanghai Zhongle
Vehicle Painting Co Ltd. and established a joint venture in Hong Kong,
Livebrand Networks Limited.

EMPLOYEE INFORMATION
The Group had a total of 273 (2001: 199) employees, of which 243
(2001: 179) were in Mainland China and 30 (2001: 20) were in Hong
Kong, at the end of the year. Total salaries and related costs incurred
in 2002 including Director's emoluments, amounted to HK$33.7
million (2001: HK$26.2 million).

The salary and benefit levels of the Group's employees are kept at a
competitive level and employees are rewarded on a performance
related basis. Staff benefits, including medical coverage and provident
funds are also provided to employees. In addition, training and
development programmes are provided on an ongoing basis. Social,
sporting and recreational activities were arranged during the year
for employees.

The Group has also adopted a share option scheme whereby the
employees of the Group may be granted share options to subscribe
for shares in the Company for the purposes of recognising the
contribution made by the employees and retaining the services of
the employees who will continue to make a valuable contribution
to the Group.
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BUSINESS OBJECTIVES

%1% H

The following is a comparison of the actual business progress for the six months ended 31 December 2002

"review period"and the

business objectives as set out in the prospectus dated 15 January 2002. Almost all objectives have been achieved by the Company whilst

a few are still in progress.

UTHER#E T _F+ - A=+ HAILXNEAQEY 2 EREFRRR
M g 8B B ADTEETT -

AABER LEEBMAERER -

1I-2T_F -+ RATNEZBRERTAIIZEK B IRLER -

Business objectives for the review period as
stated in the Prospectus

BRERMIINREBESABZEEEE

Actual business progress in respect of the six months ended 31st
December, 2002
BE—ZZ-HS+t-A=t-HUEANEAZEBRERRRE

Continued expansion of the existing bus
advertising network by securing advertising rights
to approximately 700 to 800 buses in
northwestern PRC, 700 to 800 buses in central
PRC, 700 to 800 buses in northeastern PRC and
200 to 300 buses in eastern PRC.

FiREPEAILHIIGA700E8008E £ « EH
700Z8008E 1 « BRI EB700E 8004 E + 2
R200ZE3008E THYEEE AR - EBERARFE

Introduction of new media such as three-
dimension projectors, escalator steps and motion
posters in the metro advertising system in the PRC.
AP B EES RS AR - =i EEIR
5B BRABESRBFER -

Introduction of taxi body advertising in Shanghai
and continued exploration of opportunities in
other cities where the MPI Group has a
permanent establishment.
RESSIANTESEE LN EEBEEER
EBE T RHEMMmEERS -

Expansion of the existing advertising network in
Hong Kong by securing approximately 30 to 50
new billboards, one to two LEDs and one to two
neon signs.
FHBEUSHI0ES0EESE
HER—EMEBLEESE - ARREE
S

—E=MEEFER
HBAEW

Introduction of a shopping mall digital display
advertising system in Hong Kong.
BB AIEY 5 BB RS EE R o

During the review period, the Group has secured advertising rights to

approximately 2,000 buses in Beijing, 142 air-conditioned buses in Shanghai

and 300 buses in Guangzhou.

HAIEIEEHEW REBTEIL RIS 42,0008 + 2 SREE AR - £ B REMS R
1514280722 A T F3008HE M B+ 2 HE AR o

New media such as window posters were introduced during the review period.
Others are being evaluated and will be first launched in our Beijing light rail

system.
REIREA - 5| AEEERE 2 FiEeE - RO ET R EMEER - LRE R
SR EERHE -

In view of other attractive opportunities in the transport segment, the timing
for introduction of taxi body advertising in Shanghai and other cities is being
reassessed.
ENEMER RS BARE RS
BEHES -

 ARERERETR D REMMTSI AR L

Notwithstanding that Hong Kong economy has improved slightly in the second
half, the Group has been cautious in its expansion strategies in Hong Kong.
During the review period, MPI entered into an agreement with Hai Tian Soya
Sauce to construct and maintain a neon sign at Wanchai. Our associate, POAD
also entered into a similar agreement with Prudential Insurance for a neon
sign at Wanchai. In addition, the Group jointly with POAD secured the exclusive
advertising rights to billboards at entrie Cross Harbour Tunnel.

HABBKERNTHERAERE B $‘§I“¥TEAE%§ B2 MERRIDBISEERE
€ - REEHA - @B kPEEREMRT HE - NEFRYEH —(ERLEE
R o ARG E 2 Bk R RIPOAD TR B R B R R 2% .:T1 BT BB B SRR e o
BN - REERERIPOADK YIS B IRE KRB P A B S 2 BRI B -

Due to more attractive opportunities in the Mainland China, we temporarily
divert our resources for the shopping mall digital display advertising system to
the Mainland China market. Recently, we have initiated negotiation with a
shopping mall owner in the Mainland China.

ENPETSERER  AEEYREEMRERBYES  BBRTRESER
BWERFBEFEAM TS - NEERIE—2HEE TP EAEYES EE
EFEER -



CORPORATE GOVERNANCE

f— k4FQZA
NEIER

The Board and senior management were committed to upholding
the highest standards of business ethics and corporate governance
within the Group throughout the year to achieve the goals. The
standards of governance adopted by the Company are set out as
follows:

The Board

The Board supervises the management of the Company. The Board
meets regularly in addition to receiving information between meetings
about the performance and operations of the Group. The Directors
have access to all relevant information and can take independent
professional advice if necessary.

The Board is responsible for formulating the strategic development
of the Company, reviewing and monitoring the performance of the
Group as well as the approval of financial statements, major
investments etc. The Directors, collectively and individually, are aware
of their responsibilities to shareholders, for the manner in which the
affairs of the Company are managed and operated.

The independent non-executive Directors who have diversified
industry and professional expertise serve the important function of
advising the management on strategic development and ensuring
that the Board both maintains high standards of financial and other
mandatory reporting as well as provides adequate checks and
balances to safeguard the interests of shareholders and the Company
as a whole. All of them are also financially independent of the
Company and any of our subsidiaries.

The Company Secretary is responsible to the Board, ensuring that
Board procedures are followed and that applicable laws and
regulations are complied with.

Segregation of Chairman and Chief Executive Officer
As a matter of good corporate governance, segregation of roles of
Chairman and Chief Executive Officer is implemented in the Company
to avoid the concentration of power in an individual or the controlling
shareholder in the process of decision making.
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Board Committees
The Board has also established the following committees with defined
terms of reference:

® Audit Committee
e Compensation Committee
e Finance Committee

Management and third parties are co-opted to these Committees as
required. Details include:

Audit Committee

The Audit Committee has been established since 2002 to provide
advice and recommendations to the Board. Its members currently
consist of Mr. Meocre Kwok Wing Li, Professor Lawrence Juen Yee
Lau and Mr. Paul Laurence Saffo. In 2002, The Audit Committee
met four times to review developments with senior management
and external auditors in the performance of the following duties:

i) Reviewing the results of the audit on the Company's system of
internal accounting controls and the cooperation given by the
Company's officers to the external auditors;

i)  Reviewing the financial statements and the auditors' report
of the Group before submission to the Board of Directors;

iii)  Nominating external auditors for appointment; and

iv)  Monitoring the speed and effectiveness with which the
recommendations made are implemented.

Compensation Committee
The Compensation Committee was formed on 18 March 2002. The
members of Compensation Committee include:

Gerald Lokchung CHAN
Paul Laurence SAFFO
Tony Cheung Kin AU-YEUNG

Their duties consist of :

i.  reviewing and recommending (a) the Share Option Scheme and
(b) the salary, bonus and benefits structure for the Company
officers and management and (c) any subsequent adjustments
to (a) and (b), to the Board;

ii. approving any changes to the Provident Fund Schemes of
the Company;

iii. determining which staff members will receive share options
under the Company's Share Option Scheme, as well as the
number and subscription price of the options awarded;

iv.  making such other decisions or determinations as it deems
appropriate in the administration of the Company's Share
Option Scheme.
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Finance Committee

The Board's Finance Committee was established on 18 March 2002
and consists of two executive directors of the Board and the
Company's Chief Financial Officer. Its current members include:

George Ka Ki CHANG
Winnie Pik Shan TO
Stephen Cheuk Kin LAW

Within the parameters established by the Board, the Finance
Committee is responsible for reviewing, recommending and in
approving Group financial matters relating to items such as the
investment of surplus funds, undertaking, determining and approving
banking facilities, performance bonds, guarantees, indemnities,
mortgages, pledge deposits, as well as the operating and closure of
bank accounts with the various financial institution.

Records of Meeting

The following is an attendance record of the meetings held by the
Board and various committees during the financial year and the
average attendance of the meetings:
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Number of meetings held in 2002

Average member attendance

—EECFRITZEFEHEE KEFHERER
Full Board = 8EE2% 5 94%
Audit Committee BXEE & 4 84%
Finance Committee 1 Z 8 & 1 100%
Compensation Committee ¥ Z B € 2 100%

All business transacted at the respective meetings are documented
by minutes. Due to the nature of some of the transactions, some
Board decisions are approved through written resolutions.

Human Resources

During the year under review, the Group had a total of 273 employees
including 243 people in the Mainland China. The rest of our
employees operate in Hong Kong. To attract motivated and
experienced staff and mangers, the Group offer competitive
remuneration and benefits packages to our employees.
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Internal Communication

To strengthen internal policy communication and nurture MPI Group
culture, various newsletters are published within the Group on a
regular basis.

Social Activities

The Group's long-standing policy to encourage friendly relations with
the community was reflected in the organization of a number of
special outings and sporting activities for both staff and their families.
These activities foster a sense of belonging to the Group and reinforce
staff communications. In addition, the different regional offices
offered staff a wide range of functions including site visits to other
offices (or inter-company visits) to ensure the exchange of ideas and
develop inter-office relationships among the staff.

Remuneration Polices and Benefits

Salaries are reviewed annually in the context of individual and
business performance, work contribution, market practice and
competitive market pressures. Apart from the basic remuneration
provided, share options are offered to qualifying employees to
reward them for their positive performances and to foster loyalty
within the Group. Allowances and benefits are largely determined
by local market practices.

The Group participates in pension fund for all qualified employees in
Hong Kong. In addition, the Group's subsidiaries in Mainland China
has participated central pension schemes operated by the local
government in the Mainland China and these subsidiaries make
mandatory contribution to these central pension schemes to fund
the employees' retirement benefits.

Training and Development

Preparing for a more competitive environment, staff training and
development are critical to attracting, retaining, encouraging and
motivating its workforce. The Group therefore gives due emphasis
to staff training and implements a policy sponsoring staff to attend
job-related training and self-improvement programs. The content of
these programs cover senior management development, general
competency and compliance training, technical competency, sales
and marketing skills, self development and language skills, outward
bound training etc.

Internal Control

The Board is responsible for ensuring that the Group has satisfactory
systems of internal control. The Group's internal controls have been
designed to give reasonable assurance that the Group's asset and
resources have been safeguarded and effectively applied to maximize
the value of the money and that its financial reporting is both accurate
and complete. These controls include:
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Budgetary discipline and reporting

Budgets are prepared annually. There are defined procedures for the
appraisal, review and approval of major capital and recurrent
expenditure. Proposed significant expenditure outside the scope or
estimate of approved budgets is referred to the Board for decision.
Results of operations against budgets are reported regularly.

Internal Accounting Control

The internal control and accounting systems of the Group are
designed to provide reasonable assurance that assets and resources
are safeguard against unauthorized use or disposition, that
transactions are executed in accordance with the management's
authorization and that the accounting records are reliable for
preparing financial information used within the business or for
publication and maintaining accountability for assets and liabilities.
Qualified personnel throughout the Group maintain and monitor
these internal accounting controls on an ongoing basis. The Audit
Committee with the assistance of the auditors reviews these controls,
evaluates their adequacy, effectiveness and compliance.

Comprehensive annual financial plans are prepared by subsidiaries
and are reviewed and approved by the management. Results are
monitored regularly and reports on progress as compared with the
related plan are prepared throughout the Group each quarter.

Operational Risk Management

Operational risk is the risk of economic loss arising through fraud,
unauthorized activities, error, omission, and inefficiency systems
failure or from external events. Centralized functional control system
is exercised over all computer systems to reduce the impact of and
interruptions to business activities caused by system failure or natural
disaster. In additional, comprehensive control policies and standards
have been established to monitor the effectiveness of internal control
procedures and compliance with policies and standards across all
business and operational units.

Guidelines and Conduct

To enhance the practice of good corporate governance, a set of
compliance policies have been published by the Company to provide
guidance on matters such as the dealing of shares both by directors
and employees.

The Directors' responsibility is to safeguard and improve the economic
and commercial prosperity of the Company.
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The Directors have a duty and responsibility to act honestly and
with due diligence and care in discharging their duties as Directors
and in participating in the decision and policy-making process of
the Company. Every director also receives a "Memorandum on the
Duties and Responsibilities of a Director of a Company listed on
GEM" prepared by the external lawyer in order to set a guideline
on statutory and regulatory requirements connected to the business
of the Company.

Community Responsibility

During the year, the Group also made a commitment participate
actively in a number of community programs and charitable activities.
In July 2002, a voluntary joint donation program was held among
staff in the Shanghai, Beijing, Nanjing, Wuhan and Guangzhou
offices, to raise funds for a member of staff who is suffering from
Leukemia. Additionally, the Group's staff in Nanjing took partin a
event organized by a charity for the handlcapped fund raising funds
through self sponsorship.

As a responsible corporate citizen, the Group participated in a
Bounceback Hong Kong Campaign in mid April 2002, by sponsoring
4-sheet and 12-sheet lightboxes at Airport Express Line and Tram
Shelters for running this meaningful campaign with the support from
the media owners.

Investor Relations

The Company encourages a two way dialogue with institutional
investors and analysts. Extensive information about the Company's
activities is provided in its quarterly, interim and annual reports which
are sent to shareholders, analysts and interested parties. The Company
has maintained regular communications with the media. The
Company's news releases, announcements and publications are
circulated to all major news media simultaneously and fairly, and are
made available on the GEM website. Media briefings are organized
from time to time to explain the Group's latest business initiatives
and market development plans.

Regular meetings are also held with institutional shareholders and
analysts to disseminate financial and other information relating to
the Group and its business.

These activities keep the public aware of the Group's activities and
help to foster effective communication across the Group.
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DIRECTORS AND SENIOR MANAGEMENT

EENSNREEE

Executive Directors

Mr. George Ka Ki CHANG

Vice Chairman « Age: 51

Mr. Chang joined the MPI Group in 1995 and was appointed a Director in
June 2001. Mr. Chang plays a pivotal role in advising MPI Group on its
strategic and corporate development. Mr. Chang started his professional
career in a major international accounting firm and has over eight years'
experience in public accounting in Hong Kong and Toronto. Prior to joining
the MPI Group, Mr. Chang held senior financial positions in various
international manufacturing and trading companies. Mr. Chang received
his Bachelor of Business Administration and Master of Business Administration
degrees from the University of Wisconsin at Madison and is a member of
the American Institute of Certified Public Accountants, Canadian Institute
of Chartered Accountants and Hong Kong Society of Accountants.

Ms. Winnie Pik Shan TO

Chief Executive Officer « Age: 50

Ms. To joined the MPI Group in 1995 and was appointed a Director in June
2001. Armed with extensive experience in managing the sales and marketing
of fast-moving consumers goods, Ms. To is responsible for the development
and implementation of the overall strategies and policies of the MPI Group.
Before joining the MPI Group, Ms. To oversaw the Hong Kong market for
Kimberly-Clark and Smithkline Beecham and the PRC and Hong Kong markets
for Johnson & Johnson. Ms. To has worked in the PRC for more than 15 years
and is a member of the Political Consultative Committee of the City of
Chongging, PRC. Ms. To graduated from the Department of Communication
Studies of the Baptist University of Hong Kong.

Mr. Tony Cheung Kin AU-YEUNG

Director « Age: 54

Mr. Au-Yeung joined the MPI Group in 1998 and was appointed a Director in
June 2001. Mr. Au-Yeung advises the MPI Group on organizational and
business development matters in the PRC. Mr. Au-Yeung ran the PRC
operations for several multinational companies as their general manager over
a total of more than 17 years, including 11 years in the PRC for prominent
names such as Revlon and Gillette. Prior to joining the MPI Group, Mr. Au-
Yeung was the head of Gillette's operations in the PRC and was instrumental
in building it up to become one of the major business units in Gillette's
International Division. Mr. Au-Yeung holds a Master of Science degree in Physics
and a Master of Business Administration degree from Indiana University.
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DIRECTORS AND SENIOR MANAGEMENT

EENSNREEE

Executive Directors

Mr. George Ka Ki CHANG

Vice Chairman « Age: 51

Mr. Chang joined the MPI Group in 1995 and was appointed a Director in
June 2001. Mr. Chang plays a pivotal role in advising MPI Group on its
strategic and corporate development. Mr. Chang started his professional
career in a major international accounting firm and has over eight years'
experience in public accounting in Hong Kong and Toronto. Prior to joining
the MPI Group, Mr. Chang held senior financial positions in various
international manufacturing and trading companies. Mr. Chang received
his Bachelor of Business Administration and Master of Business Administration
degrees from the University of Wisconsin at Madison and is a member of
the American Institute of Certified Public Accountants, Canadian Institute
of Chartered Accountants and Hong Kong Society of Accountants.

Ms. Winnie Pik Shan TO

Chief Executive Officer « Age: 50

Ms. To joined the MPI Group in 1995 and was appointed a Director in June
2001. Armed with extensive experience in managing the sales and marketing
of fast-moving consumers goods, Ms. To is responsible for the development
and implementation of the overall strategies and policies of the MPI Group.
Before joining the MPI Group, Ms. To oversaw the Hong Kong market for
Kimberly-Clark and Smithkline Beecham and the PRC and Hong Kong markets
for Johnson & Johnson. Ms. To has worked in the PRC for more than 15 years
and is a member of the Political Consultative Committee of the City of
Chongging, PRC. Ms. To graduated from the Department of Communication
Studies of the Baptist University of Hong Kong.

Mr. Tony Cheung Kin AU-YEUNG

Director « Age: 54

Mr. Au-Yeung joined the MPI Group in 1998 and was appointed a Director in
June 2001. Mr. Au-Yeung advises the MPI Group on organizational and
business development matters in the PRC. Mr. Au-Yeung ran the PRC
operations for several multinational companies as their general manager over
a total of more than 17 years, including 11 years in the PRC for prominent
names such as Revlon and Gillette. Prior to joining the MPI Group, Mr. Au-
Yeung was the head of Gillette's operations in the PRC and was instrumental
in building it up to become one of the major business units in Gillette's
International Division. Mr. Au-Yeung holds a Master of Science degree in Physics
and a Master of Business Administration degree from Indiana University.
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Non-executive Director

Mr. Gerald Lokchung CHAN

Chairman - Age: 52

Mr. Chan joined the MPI Group in 1995 and was appointed a non-executive
Director in June 2001. Mr. Chan has been a board member of the Hang Lung
Group Limited of Hong Kong since 1986. His focus for many years has been
on venture capital and direct investments, both in the US and the PRC. Mr.
Chan was previously a research fellow in pathology at the Harvard Medical
School. His many non-profit activities include serving on the Visiting
Committees of both the Harvard School of Public Health and the Massachusetts
General Hospital Cancer Center in Boston. He received his undergraduate
training in engineering at the University of California at Los Angeles and his
Doctor of Science degree from Harvard University.

Independent non-executive Directors

Mr. Lawrence Juen-Yee LAU

Independent non-executive Director « Age: 58

Mr. Lau was appointed an independent non-executive Director in July 2001.
Mr. Lau is the Kwoh-Ting Li Professor of Economic Development, Department
of Economics, Stanford University, and a senior fellow of the Hoover Institution
on War, Revolution and Peace, the Institute for International Studies, and the
Stanford Institute for Economic Policy Research, Stanford University. Mr. Lau
received his Bachelor of Science degree in Physics and Economics, with Great
Distinction, from Stanford University in 1964 and his Master of Arts and
Doctorate of Philosophy degrees in Economics from the University of California
at Berkeley in 1966 and 1969 respectively. Mr. Lau joined the faculty of the
Department of Economics, Stanford University in 1966 and became a full
professor in 1976. In 1992, he was named the first Kwoh-Ting Li Professor of
Economic Development at Stanford University. From 1992 to 1996, he served
as a Co-Director of the Asia/Pacific Research Center, Stanford University. From
1997 to 1999, he was a director of the Stanford Institute for Economic Policy
Research, Stanford University.

Mr. Paul Laurence SAFFO

Independent non-executive Director « Age: 48

Mr. Saffo was appointed an independent non-executive Director in July 2001
and acts as a forecaster advising a wide range of global clients on the long-
term impact of emerging technologies on business and society. Mr. Saffo is
co-chair of The 2002 Economist Magazine's Innovation Awards and is a
member of the Royal Swedish Academy of Engineering Sciences. Mr. Saffo
also serves on various boards and advisory panels including the Stanford
Advisory Council on Science, Technology and Society, the Kiyon Systems
Advisory Board, the Board of the Long Now Foundation as well as the Editorial
Advisory Board of Business 2.0. Mr. Saffo holds degrees from the Harvard
College, Cambridge University and Stanford University.

FHITESE

BR&ERELE

FE - 525k
BREEN—NNEFMAERBALER - R
TE-—FRRAEZERIPITES - REEE—
NNRER - —EEEEBEREEERARE
EEKE - REFEEBRTPEREZENAIE
KERBEERESETE - AL GIERFESM
RESMRAE  WERELIEFLFES) - 81
HERBARAEAHRBEEREREZEGRKLTHE
i BBRBREFOEREZEEGNE - REER
BIEBIMMNAKEEEBLRREZ2ERE - WERH
RERSRZ2E L2 -

BYFHITES

glBREE

B IFHITEE » 58 5%

BIEER ST —F - ABZERARBB U
WITES - IR ERLABABEBRNEZTER
IR - AR AHoover Institution on War,
Revolution and Peace * Institute for International
Studies & 2 FHEAR S8 £ FHEL EBERIA R S
FIARE o BIRER—NANEFAMBERKBEE LT
BREBERYEREHEZNEETEM - WHFIR
—NARRER—NARNFEMMNE R BRI
BT B RIE T2 o BIEAER—NINEM
ALFBREBEEZR - WR—NERFAELERK
Ko R—NNZF  BEIRLFHERBEH RN
FENFRRBEEYE - A—NWNZFE-ANR
FHIR - B REL HMEARB R AR O
A& - WA —NANEFZE-—NNNFERA - EE
SERERBLBEBRPRAHIR ©

Paul Laurence SAFFO %4

BUINTEE « 4858

Saffo EER _TE—F L ABZERRATEL
HHITEE o Saffo EER—RBRBEZHEBRER
RUBAMREEERMEHNREZE 2 TRAE -
SaffotER-_TE_FELBEZEAMF
[Innovation Awards] ZHtfE £ fE + Kk ARoyal
Swedish Academy of Engineering Sciences 2 &
8 o Saffosft WIS EE & & KER/NMEKE -
f3EStanford Advisory Council on Science + &} £2
KitgimP L Kiyon Systems Advisory
Board * Long Now Foundation Z 8 € & Business
2.0ERE B &% - SaffosL £F5E Z [ Harvard
College * RIBAZE RS FHERNERIK 2 B4 -



Mr. Meocre Kwok Wing LI

Independent non-executive Director « Age: 47

Mr. Li was appointed an independent non-executive Director of the Company
in December 2001. Mr. Li is the founder and Chief Executive of Alpha Alliance
Finance Holdings Limited. Mr. Li was previously the founder and Chief Executive
of ICEA Finance Holdings Limited, the investment banking subsidiary of The
Industrial and Commercial Bank of China. Prior to that, Mr. Li was the Chief
Executive of NatWest Markets Corporate Finance Asia Limited, and before
joining NatWest he was the Managing Partner of an international accounting
firm. Mr. Li holds a Bachelor of Commerce degree from the University of
Alberta, Canada and completed the Program for Management Development
at the Harvard Graduate School of Business. Mr. Li is a qualified accountant
and a member of the Hong Kong Society of Accountants and Association of
Chartered Certified Accountants, United Kingdom.

SENIOR MANAGEMENT

Mr. Stephen Cheuk Kin LAW

Chief Financial Officer and Company Secretary « Age: 40

Mr. Law was appointed by the Company in July 2001. He has 18 years of
experience in accounting, finance, investment and development. Mr. Law is
responsible for corporate development, financial management, corporate
compliance and investor relations for the MPI Group. Prior to joining the MPI
Group, Mr. Law gained extensive corporate finance and media industry
experience working for the Wheelock and Wharf Groups for over five years,
first, in corporate development and later in corporate finance where he led
the dual listing of i-Cable Communications Limited in Hong Kong and the
United States. Prior to working for Wheelock, Mr. Law served as regional
financial controller for a number of international companies. Mr. Law started
his career with a big four accounting firm in the United Kingdom. Mr. Law
holds a Bachelor of Science degree from the University of Birmingham and a
Masters degree in Business Administration from the University of Hull, United
Kingdom. Mr. Law is a member of the Institute of Chartered Accountants in
England and Wales, a member of the Hong Kong Society of Accountants and
a registered practising Certified Public Accountant in Hong Kong.

Mr. Danny Zi Lin YANG

Vice President of Finance - Age: 39

Mr. Yang joined the MPI Group in January 1999. Mr. Yang is responsible for
overseeing the finance and accounting functions of the MPI Group's PRC
operations. Prior to joining the MPI Group, Mr. Yang gained extensive industry
experience as chief accountant and financial controller of Dentsu, Young and
Rubicam (China). Prior to his eight years with Dentsu, Young and Rubicam
(China), Mr. Yang served as vice director in the financial department of Shanghai
Advertising & Decoration Corp. Mr. Yang graduated from Shanghai Financial
& Economy University, as well as Shanghai Business Accounting College and
has a Master's in Business Administration from the China Europe International
Business School. Mr. Yang is a qualified accountant in the PRC.

Mr. Bob Kwai Hang LEUNG

Vice President of Sales « Age: 46

Mr. Leung joined the MPI Group in June 1999, in charge of MPI Group's sales
operations. Prior to joining the MPI Group, Mr. Leung was the general manager
of Gillette Stationery Group in Hong Kong. He was involved in overseeing
Gillette's operations in Singapore, Taiwan and Hong Kong. Mr. Leung has
over 20 years of experience in sales, marketing and general management
with various multi-national corporations such as Gillette, Parker Pen, San
Miguel, Vitasoy and Kimberly-Clark.
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Mr. Marcus Kwok Wing MA

Vice President of Media Development « Age: 53

Mr. Ma joined the MPI Group in July 1996, in charge of media development
operations for the MPI Group in the PRC. Mr. Ma has over 30 years of
experience in the advertising industry and over 14 years of experience in the
PRC. Before joining the MPI Group, Mr. Ma worked with Allied Advertising,
Harpers, Young and Rubicam, Grey and Bates China. Mr. Ma began working
at Grey when the group was founded, serving as media director for 15 years.
In 1992, Mr. Ma was appointed by Grey as general manager in Beijing when
the company set up a joint venture operation in the PRC. Mr. Ma joined Bates
China in 1994 and was appointed general manager of Shanghai in charge of
Central China.

Mr. Tony Hong Lin JIN

Vice President of Information Management and Process Management « Age: 33

Mr. Jin joined the MPI Group in November 2001. Mr. Jin is responsible for the
company's IT system, MIS projects related to overall operational systems and
process management of some of the MPI Group's special projects. Prior to
joining the MPI Group, Mr. Jin was the general manager of Beijing Century
Yaolan Technology Ltd. From 1996 to 1998, Mr. Jin was the investment project
manager of Sino-Pacific Fund Management Ltd. and was responsible for
overseeing several joint venture investments with multi-national enterprises.
Mr. Jin has a unique vision and rich experience in management information
data mining with advanced technology tools. Mr. Jin holds a Masters degree
from the Beijing Foreign Studies University where he focused on computational
linguistics.

Mr. Min ZHANG

Vice President of Marketing and Business Development « Age: 34

Mr. Zhang joined the MPI Group in December 2002. Mr. Zhang is responsible
for marketing, media planning, development of national key customer accounts
and the establishment of key customer account operation management
systems. Prior to joining the MPI Group, Mr. Zhang was senior manager -
Global Risk Management Solution for PriceWaterhouseCoopers. From 1995
to 2001, Mr. Zhang worked for Royal Dutch Shell International and was
involved in brand management, retail network planning, marketing strategy,
sales and investment strategy. Before that, Mr. Zhang was the manager of
Welex International Company, Wuhan Branch, and Sales Manager for the
Seven Ring Computer Company. Mr. Zhang holds a Bachelor of Economics &
Management degree and a Masters in Business Administration from the
Norwegian Business School of Economics and Management.

Ms. Nora Wing Chung LI

Vice President of Metro Business Development « Age: 45

Ms. Li joined the MPI Group in August 1996. Ms. Li has been seconded to
Shanghai Metro JV and is responsible for managing the sales operations and
developing marketing strategies for the Shanghai Metro JV. Prior to her current
position, Ms. Li served as general manager for the Guangzhou Metro JV and
sales agent for MPI Group's outdoor media. Before joining the MPI Group,
Ms. Li worked as account manager (Hong Kong MTR project) for JC Decaux
Pearl & Dean Limited, an international out-of-home media specialist, for four
years, followed by a further four years in developing the Shanghai Metro
project. From 1980-1988, Ms. Li worked for Asia Television Limited where she
was a group sales manager. Ms. Li holds a Bachelor of Arts in Economics from
the University of Manitoba, Canada
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Ms. Daisy Wei Wu REN

Vice President of Human Resources and Administration - Age: 36

Ms. Ren joined the MPI Group in January 2003. Ms. Ren is responsible for the
company's human resources and administration functions. Prior to joining
the MPI Group, Ms. Ren was the Vice President of Business Operations for
Shanghai Etang Information and Technology Service Ltd. From 1996 to 2000,
Ms. Ren held the position of Regional Human Resources Director later taking
on the role of Regional Sales and Operations Director for AVON Products
(China) Ltd. Ms. Ren has extensive human resources and training experience.
Her experience in sales, customer services and operations gives her a unique
perspective in human resources management. Ms Ren holds a Masters in
Business Administration from Fudan University after receiving a Law degree
from the same institute.

Ms. Florence Yuk Lan WONG

Corporate Controller and Qualified Accountant « Age: 35

Ms. Wong was appointed by the Company in January 2002. She is responsible
for overseeing the Group's corporate finance and accounting functions. Prior
to joining the Group, Ms. Wong spent seven years with i-Cable
Communications Limited and was responsible for overseeing financial
accounting and regulatory reporting. Ms. Wong started her professional career
with PriceWaterhouseCoopers, a major international accounting firm. Holding
a Professional Diploma in Accountancy and a Masters in Corporate Finance
from the Hong Kong Polytechnic University, Ms. Wong is a member of the
Association of Chartered Certified Accountants and the Hong Kong Society
of Accountants.

Mr. Hang Jun LIU

General Manager-Nanjing » Age : 42

Mr. Liu joined the MPI Group in March 1999. Mr. Liu is responsible for the
management of daily operations and the implementation of strategies for
Nanjing MPI. Mr. Liu has over 20 years' experience in the transportation and
advertising industries in Nanjing. Prior to joining the MPI Group, Mr. Liu worked
for the Nanjing Municipal Public Transportation Advertising Company for 12
years, most recently as general manager. Mr. Liu was appointed deputy officer
of the Public Transportation Advertising Committee of China's Advertising
Association and a committee member of Changshu's and Nanjing's advertising
committees. Mr. Liu received a diploma in Journalism and Communications
from Nanjing University, a diploma from the Economic Management School
of Nanjing Agriculture University and a Certificate of Business Administration
Studies from the Graduate School of Renmin University in China.

Mr. Dexter Tak Yin HO

General Manager - South China « Age: 41

Mr. Ho joined the MPI Group in April 1999, Mr. Ho is responsible for the
management of the daily operations and implementation of strategies for the
MPI Group's operations in Chengdu, Chongging, Guangzhou and Shenzhen.
Prior to joining the MPI Group, Mr. Ho worked as a regional manager, sales
operation manager and area manager for Polaroid Far East Limited in
Guangzhou, Shanghai and Chengdu, respectively. With over 15 years
experience, Mr. Ho has also held sales positions with Corning Hong Kong
Limited, RJ Reynolds Nabisco China Limited and Nestle China Limited. Mr. Ho
holds a Bachelor of Business Administration in Marketing from the Chinese
University of Hong Kong.
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Mr. Jian Xin WEI

General Manager - Chongqing « Age: 46

Mr. Wei joined the MPI Group in November 1999. Mr. Wei is responsible for
the management of daily operations and the implementation of strategies
for the Chongqging MPI Public Transport Advertising Co., Ltd. Mr. Wei has
over 20 years of transportation experience in Chongging. Prior to joining
the MPI Group, Mr. Wei served as the vice manager, Chongging No. 5 Public
Transportation Company Limited. Mr. Wei holds a Bachelor's degree in
economic management from Chongging Administration College as well as
a certificate of senior management granted by the Chongging Municipal
Commissioner of Economics.

Ms. Cindy Rui Xia YANG

General Manager - Guangzhou Yong Tong Metro Advertising Company Limited
(“Guangzhou Metro JV") « Age: 37

Ms. Yang joined the MPI Group in February 2002. Ms. Yang is responsible
for the management of daily operations and the implementation of strategies
at the Guangzhou Metro JV. Prior to joining the MPI Group, Ms. Yang worked
for Marubeni (Guangzhou) Trading Co., Ltd. as main project manager and
for Guangdong Karen Advertising and Media Co., Ltd as sales director. From
1994 to 1998, Ms. Yang worked for Lief Resources Pty., Ltd (SINOCHEM
Australia) and Unisun Chemical Pty., Ltd (Australia) where she was the PRC's
Chief Representative. From 1988 to 1994, she worked for China Chemicals
Import and Export Corporation Guangdong Branch (SINOCHEM Guangdong)
as a sales executive. Ms. Yang graduated from Fudan University in 1988 and
holds a Bachelor's Degree in Economics.

Mr. Dennis Chung Man YUNG

General Manager - Shanghai and Wuhan « Age: 31

Mr. Yung joined the MPI Group in December 1998. Mr. Yung is responsible
for the management of daily operations and implementation of strategies
for Shanghai and Wuhan. Prior to joining the MPI Group, Mr. Yung was a
Vice Media Development Director in Sila Media Group (HK), responsible for
developing advertisements and the program distribution business with TV
stations in the eastern, central and southwest regions. Mr. Yung holds a
Bachelor's Degree of Economics and Business from York University in Canada
and is a member of the Chartered Institute of Marketing.

Mr. Petter Yu Xin LI

Business Director - Beijing Light Railway « Age: 34

Mr. Lee joined the MPI Group in February 1998 to serve as the vice general
manager of the Nanjing Co-operation Co. and is in charge of sales &
marketing and business operation. Currently, Mr. Lee is in charge of
development and business management for Beijing Light Railway. He has
over 12 years' experience in the Advertising Industry. From 1994 to 1998,
Mr. Lee worked as the Business Development Manager for Beijing Top Result
Public Transportation Advertising Co., Ltd. Mr. Lee has also worked with
Beijing Xinxin Advertising Co. and Shanghai Ogilvy & Mather Beijing. Mr.
Lee graduated from the Beijing Foreign Economic & Trade University.

Mr. Acer Jia-Wei ZHANG

Business Director - Beijing Branch « Age: 26

Mr. Zhang joined the MPI Group as National Client Service Director in
November 2001. Currently, Mr. Zhang is involved in sales, operations and
marketing for the Beijing Branch. Mr. Zhang has over 7 years' experience in
the advertising industry. Prior to joining the MPI Group, Mr. Zhang was the
central and southwest business director of Beijing Top Result Public
Transportation Advertising Co., Ltd. Mr. Zhang graduated from the Fine
Arts Institute of Technology College of Hubei.
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REPORT OF THE DIRECTORS
EEERE

The Directors have pleasure in submitting their annual report
together with the audited financial statements of the Company
for the year ended 31 December 2002.

GROUP REORGANISATION AND LISTING ON THE
GEM

The Company was incorporated in the Cayman Islands on 14
May 2001 as an exempted company with limited liability under
the Companies Law (2000 Revision) of the Cayman Islands under
the name of MPI Holdings Inc. The Company changed its name
to Media Partners International Holdings Inc. on 8 June 2001.
Pursuant to a group reorganisation (the “Reorganisation”) for
the purpose of listing of the Company’s shares on the Growth
Enterprise Market (“GEM") of The Stock Exchange of Hong Kong
Limited, the Company became the holding company of the
subsidiaries now comprising the Group on 9 January 2002.
Details of the Company’s subsidiaries now comprising the Group
are set out in note 15 to the financial statements.

Further details of the Reorganisation are set out in note 1 to the
financial statements and in the Company’s prospectus dated 15
January 2002 (the “Prospectus”).

On 31 January 2002, the shares of the Company were listed on
and commenced trading on the GEM.

PRINCIPAL ACTIVITIES

The principal activity of the Company and its subsidiaries,
together with its associates and jointly controlled entities, is to
manage and operate a prominent network of outdoor
advertising media in the Mainland China and Hong Kong.

The analysis of the principal activities and geographical locations
of the operations of the Company and its subsidiaries are set
out in note 15 to the financial statements.
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REPORT OF THE DIRECTORS
EEEHRE

MAJOR CUSTOMERS AND SUPPLIERS

The information in respect of the Group’s sales and purchases
attributable to major customers and suppliers, respectively, during
the financial year is as follows:

The largest customer BARP

Five largest customers in aggregate AREFAET
The largest supplier RALIER

Five largest suppliers in aggregate AAREEEE T

At no time during the year have the Directors, their associates or
any shareholder of the Company (which to the knowledge of the
directors owns more than 5% of the Company’s share capital) had
any interest in any of the major customers and suppliers referred to
above.

FINANCIAL STATEMENTS

The loss of the Group for the year ended 31 December 2002 and
the state of the Company’s and the Group’s affairs as at that date
are set out in the financial statements on pages 71 to 145.

The Directors of the Company do not recommend the payment of
a dividend for the year ended 31 December 2002.

FIXED ASSETS
Details of the movements in fixed assets of the Group are set out in
note 14 to the financial statements.

SHARE CAPITAL
Details of the movements in the share capital of the Company are
set out in note 35 to the financial statements.

Shares were issued during the year pursuant to the Reorganisation
and the listing to increase the capital base of the Company.

Details of the Company’s share option scheme are set out in the
section headed “Share Option Scheme” of this report.
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RESERVES
Details of movements in the reserves of the Group are set out in
note 36 to the financial statements.

CONVERTIBLE BOND
Details of the Convertible Bond are set out in note 32 to the
financial statements.

DIRECTORS
The Directors of the Company who held office during the year
up to the date of this report were as follows:

Executive directors

George Ka Ki CHANG
Winnie Pik Shan TO
Tony Cheung Kin AU-YEUNG

Non-executive director
Gerald Lokchung CHAN
Independent non-executive directors

Lawrence Juen Yee LAU
Meocre Kwok Wing LI
Paul Laurence SAFFO

In accordance with Article 87 of the Company’s Articles of
Association, Messrs. George Ka Ki Chang and Tony Cheung Kin
Au-Yeung will retire at the forthcoming Annual General Meeting
and, being eligible, offer themselves for re-election.

EMOLUMENTS OF DIRECTORS AND FIVE HIGHEST
PAID INDIVIDUALS

Details of the emoluments of the Directors of the Company
and the five highest paid individuals of the Group are set out in
notes 7 and 8 to the financial statements.
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RETIREMENT BENEFIT SCHEMES

Details of the retirement benefit schemes of the Group and the
costs charged to the consolidated profit and loss account for the
year ended 31 December 2002 are set out in notes 5 and 29 tothe ¥/
financial statements.

DIRECTORS’ INTERESTS IN SHARES

(a) Shares

BRI

AEEEREHNFERBE_TT_F+
A=t HUFERSBHERMAKR AR
IBERN T RKRMTES K29

EEzRER

(a)

As at 31 December 2002, none of the Directors or their
associates had any personal, family, corporate or other interest
in the issued share capital of the Company or any of its
associated corporations as defined in the SDI Ordinance.

(b) Share Options

(b)

Pursuant to the Share Option Scheme adopted by the Company
on 7 January 2002, the following Director was granted share
options for nominal consideration to subscribe for the shares
of the Company, details of which as at 31 December 2002 are

as follows:—

Name of
Director

EEfA

To Pik Shan, Winnie
HEM

Date of
grant

&TRH

14/8/2002
—ET-&

NA+EA

Subscription
price per
share

BRkH
wIRE

HK$0.62

Number of
options
granted

during the

period

AR
BRERE

8,538,000

Exercised
during the
period

il
%A

R4

KRBT _F+_HA=1—H ' KEF
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Cancelled/
lapsed Balance
during the as at Options
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= 8,538,000  14/8/2002
to
13/8/2012
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Note:

The options will vest in four equal annual instalments commencing on
the first anniversary date of 14 August 2002 i.e. one-fourth of the
shares subject to the option will vest on 13 August 2003 with an
additional one-fourth of shares subject to the option will respectively
vest on each of the next three succeeding anniversary dates.

Save as disclosed above, as at 31 December 2002, none of the
Directors or their associates had any interests in the shares of
the Company or its associated corporations as recorded in the
register required to be kept under section 29 of SDI Ordinance.

SHARE OPTION SCHEME

The Company adopted a share option scheme approved by way
of written resolution of the Company on 7 January 2002 (“the
Scheme”). The major terms of the Scheme are summarised as
follows:—

I. Summary of the Scheme
(@) Purposes of the Scheme

The purpose of the Scheme is to reward the participants
who have contributed to the Group. The Directors, at their
sole discretion, will consider one or more of the following
criteria in deciding whether a person has contributed to
the Group:—

(i) contribution to the development and performance of
the Group;

(i) quality of work performed for the Group;

(i) initiative and commitment in performing his/her duties;
and

(iv) length of service or contribution to the Group.
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(b)

(©

(d)

(e)

Participants of the Scheme

Pursuant to the terms of the Scheme, the Company may grant
options to any employees and certain consultants, suppliers or
customers of the Group who, at the sole discretion of the Board,
have, in accordance with paragraph (a) above, contributed to
the Group.

Total number of shares available for issue under the Scheme

The maximum number of shares in respect of which options
may be granted under the Scheme must not exceed 30% of
total number of shares of the Company in issue from time to
time.

The shares of the Company which may be issued upon exercise
of all Share Options to be granted under the Share Option
Scheme and any other share option schemes of the Company
shall not exceed the Scheme Mandate Limit, being 10% of the
shares of the Company in issue on Listing Date, “Scheme
Mandate Limit” subject to the renewal of the Scheme Mandate
Limit by Shareholders in general meeting from time to time
provided that the Scheme Mandate Limit as renewed must not
exceed 10% of the shares of the Company in issue as at the
date of the relevant Shareholders’ approval. Share Options
lapsed in accordance with the terms of the Share Option Scheme
however will not be counted for the purpose of calculating the
Scheme Mandate Limit.

Maximum entitlement of each participant

The total number of shares issued and to be issued upon exercise
of the options granted and to be granted to each participant
or grantee (as the case may be) (including both exercised and
outstanding options) in any 12 month period up to the date of
grant must not exceed 1% of the shares in issue at the date of
grant.

Timing of exercise of options

Pursuant to the terms of the Scheme, an option may be
exercised in accordance with the terms of the Scheme at any
time during the option period but may not be exercised after
the expiry of ten years from the date of grant of the option.
The Directors may provide restrictions on the exercise of an
option during the option period including, if appropriate,

(b)

(©

(d)

(e)
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)

©)

(h)

(i) aminimum period during which all or part of an option
may be exercised; and

(i) performance targets which must be achieved before
the options can be exercised.

Payment on acceptance of an option

Pursuant to the terms of the Scheme, HK$1.00 is payable
by the grantee to the Company on acceptance of an option
within 28 days from the date of offer.

Basis of determining the subscription price

The subscription price per share under the Scheme is
determined by the Directors of the Company and notified
to the grantee and shall be no less than the higher of:

(i) the closing price of the shares of the Company as stated
in the daily quotation sheets issued by the Stock
Exchange on the date of grant;

(i) the average closing price of the shares of the Company
as stated in the daily quotation sheets issued by the
Stock Exchange for the five business days immediately
preceding the date of grant; and

(iii) the nominal value of a share of the Company on the

date of grant of the option.

Duration of the Scheme
Subject to the terms of the Scheme, the Scheme shall be

valid at effective for a period of 10 years commencing 31
January 2002.

The other principal terms of the Scheme are set out in the
Prospectus of the Company dated 15 January 2002.

()

©)

(h)
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Il. Share Option Scheme

At 31 December 2002, the Directors, employees of the
Group including its jointly controlled entities and certain
other participants had been granted options to subscribe
for shares of the Company (market value per share at 31
December 2002 is HK$0.205). Each option gives the holder
the right to subscribe for one share of the Company, details
of which at 31 December 2002 are as follows:—

Number of

options

Subscription granted

Type of Date of price per during the

grantee grant share period

BRERH  HrRd

ERAER RTYRH REE BREZHE

Director 14/8/2002 HK$0.62 8,538,000
5% —BE-F
NA+HEA

Employees 14/8/2002 HK$0.62 8,210,000
E& —TTF
NA+@A

Other participants 14/8/2002 HK$0.62 1,700,000
Hinp %k eSS
NA+EA

Exercised
during the
period

il
e =

BARAESTE
RZZBZEZF+_A=+—8H ' ~5H
(&ﬁAAHT%U BEF EEX
HETEMBEERK TR RBAAAN
D (BRORZEZE=_F+_A=+—H
ZTERFR0.20587T) 2 BARHE - l
—IERE B AT RE—RAR
B © ﬁﬁﬁﬁﬁﬂﬂgﬁ"_gg_i‘f’_ﬁ
=t+—HZFERET :

I %

><m

Cancelled/
lapsed
during the
period

Balance at
31/12/2002
R-EZ2-F
tZA=+-H
RS/ MARITHEZ
RMEHB EREHE

= 8,538,000

Option
period

fBkeE
e

14/8/2002

to

13/8/2012
(Note 1a)
—TTCF
AV R alil=
EE-F
NA+=H
(fizE1a)

14/08/2002

to

13/08/2012
(Notes 1b &1¢)
ZTTCF
AV Rl
2T F
NA+=H
(HzE1bR10)

14/08/2002
to
13/08/2012
(Note 1a)
—TT-F
NA+TER
2-ET——F
NA+=H
(BizE1a)

1,120,000
(Note 2)

7,090,000

(Fit&£2)

- 1,700,000
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Notes:

1. The number of shares subject to the options shall vest in four
equal annual instalments. The timing of vesting of options at
HK$0.62 per share is as follows:—

(a) the options will vest in four equal annual instalments
commencing on the first anniversary date from
14 August 2002 i.e. one-fourth of the shares subject to
the option will vest on 13 August 2003 with an additional
one-fourth of the shares subject to the option respectively
vest on each of the next three succeeding anniversary
dates.

(b) for those grantees who have worked for the Group
including its jointly controlled entities for over one year
at 14 August 2002, one-fourth of the shares subject to
the option shall vest on the first anniversary date from
14 August 2002. An additional one-fourth of the shares
subject to the option will respectively vest on each of
the next three succeeding anniversary dates.

(c) for those grantees who have worked for the Group
including its jointly controlled entities for less than one
year at 14 August 2002, one-fourth of the shares subject
to the option will vest on the second anniversary date of
their respective commencement dates of employment
with the Group or its jointly controlled entities. An
additional one-fourth of the shares subject to the option
will respectively vest on each of the next three succeeding
anniversary dates.

2. During the year, an aggregate of 1,120,000 options lapsed
upon the termination of relevant employees’ employment with
the Group.

3. At 31 December 2002, the number of shares of the Company
available for issue under the Scheme in respect thereof was
68,052,000 shares.

Black-Scholes option pricing model

The financial impact of options granted is not recorded in the
Company’s or the Group’s balance sheet until such time as the
options are exercised, and no charge is recorded in the profit
and loss account or balance sheet for their cost. Upon the
exercise of the options, the resulting shares issued are recorded
by the Company as additional share capital at the nominal value
of the shares, and the excess of the exercise price per share
over the nominal value of the shares is recorded by the Company
in the share premium account. Share options which are cancelled
prior to their exercise date are deleted from the register of
outstanding options.
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The directors have obtained the following theoretical valuations of
the options granted during the year, calculated using the Black-
Scholes option pricing model (the “Model”) as at the date of the
grant of the options:

Number of share options

BEEUMAN 7 — &R S EEER U4
T EERND A E O FRMEERE
RERERTRARZEREENAT :

Theoretical value

Grantee granted during the year of share options
FRA FRARBREHE BREEREER

HK$

BT
Director o 8,538,000 2,151,000
Employees BB 8,210,000 2,069,000
Other participants Hih 2 HE 1,700,000 428,000

The Model is developed to estimate the fair value of publicly traded
share options that have no vesting restriction and are fully
transferable. The Model is only one of the commonly used models
to estimate the fair value of an option.

The significant assumptions used in the calculation of the theoretical
values of the options are as follows:

Risk free rate

EERADAEEY EEGHFERG AR
R AR EERBEZ A EMSIR]
HEAEBETHEREATHEZHT—BE
AR -

ERRREEREECERRRAT ¢

4.497%, being the approximate yield of 10-year Hong Kong Exchange

g P Fund Notes traded on 14 August 2002.

4497% @ A+ EHEEINERSEBER T _F//\ATHEEZHOL

Expected volatility

TR HR R I8

64.36% @ BIARR R
Expected life of the options . 10 years
TRHARE A A 2 A T+

Assumption:

There is no material difference between the expected volatility over
the whole life of the options and the historical volatility of the
Company’s shares over the period from 31 January 2002 to 14
August 2002.

64.36%, being the annualised volatility of the closing price of the
Company’s shares from HK$1.19 to HK$0.37.
RITB1.198TTE037B T2 2 F At E 2 KIE

RA BRI RBRAER BN 2 FRER K &
—ER_F-A=t—HE-FTT-_F)\A
T AR BRREL EERDH -
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The measurement dates used in the theoretical value calculations
were the dates on which the share options were granted. The
values of share options calculated using the Model are subject
to certain fundamental limitations, due to the subjective nature
of and uncertainty relating to a number of the assumptions of
expected future performance input to the Model and certain
inherent limitations of the Model itself.

SUBSTANTIAL SHAREHOLDERS

At 31 December 2002, according to the register of substantial
shareholders required to be maintained under Section 16(1) of
the SDI Ordinance, the Company had been notified of the
following interests, being 10% or more in the issued share capital
of the Company:
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No. of Approximate percentage

Name shares held of issued share capital
=1 R # R HERITRAMNB DL
Morningside CyberVentures Holdings

Limited (“MSCV") (note 1) 640,000,000 75%
Morningside CyberVentures Holdings Limited

("MScv”) (FHzET)
Verrall Limited via MSCV (note 2)
Verrall Limited&E #@MSCVHF A (F15E2) 640,000,000 75%
Notes: M T -

1. MSCV is wholly-owned by Verrall Limited.

2. Verrall Limited is the trustee of a discretionary trust established by
Mdm Chan Tan Ching Fen, the mother of Mr Gerald Lokchung
Chan. None of the objects of this trust are Directors nor are they
otherwise involved in the management of the Group.

Other than as disclosed above, the Company has not been
notified of any other interest representing 10% or more of the
Company’s issued share capital as at the date of this report.

MANAGEMENT SHAREHOLDERS

So far as the Directors are aware, other than MSCV and Verrall
Limited as disclosed above, there is no other person who is
directly or indirectly, interested in 5% or more of the issued
share capital of the Company and who is able, as a practical
matter, to direct or influence the management of the Company.

1. MSCVHVerrall Limited2&HEAH °

2. Verrall Limited 3/ E ST+ (RER I EZ T
FERU 2 BREERIEITA c HAGRZES
ABFES - NELEASE I ER -

B EXFrIEEESN - LARBAA - RARE
BE - WEEFMEMALHEERARRDEITR
R10% B IA £ 2 (E ] B fb iz

EEERR

SEFFTH - R EXFT#ER 2 MSCV K Verrall
Limitedsh » Ef AW EEESEEHEE LD
BB BITARAS % A 2 e - MEERES
THINFEEBARNTER IS -
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SPONSOR’S INTEREST

At 31 December 2002, an associate of BNP Paribas Peregrine Capital
Limited (“the Sponsor”) held 2,222,000 shares in the Company.
Save as disclosed herein, neither the Sponsor nor its directors,
employees or associates (as referred to in note 3 to Rule 6.35 of
the GEM Listing Rules), at 31 December 2002, had any interests in
the securities of the Company.

Pursuant to an agreement dated 15 January 2002 entered into
between the Company and the Sponsor, the Sponsor will receive a
fee for acting as the Company’s sponsor for the period from 31
January 2002 to 31 December 2004.

DIRECTORS’ INTERESTS IN CONTRACTS

No contract of significance to which the Company, its holding
company or any of its subsidiaries or fellow subsidiaries was a party,
in which a Director of the Company had a material interest, subsisted
at the end of the year or at any time during the year.

DIRECTORS’ SERVICE CONTRACTS

Each of Mr George Ka Ki Chang and Mr Tony Cheung Kin Au-
Yeung has entered into a Director’s service agreement with the
Company and Ms Winnie Pik Shan To has entered into a Director’s
service agreement with Media Partners International Limited, a
wholly-owned subsidiary of the Company. Each agreement is for a
period of two years commencing on 7 January 2002 and shall
continue thereafter until terminated by either party giving to the
other not less than three calendar months’ prior notice in writing,
so as to expire no earlier than the end of the second year or any
time thereafter.

The term of office of each of the non-executive directors is for the
period up to 6 January 2004.

Except for the above, none of the directors proposed for re-election
at the forthcoming annual general meeting has an unexpired service
contract which is not determinable by the Company or any of its
subsidiaries within one year without payment of compensation,
other than normal statutory obligations.
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DIRECTORS’ INTERESTS IN COMPETING BUSINESS
None of the Directors, the management shareholders or the
substantial shareholders of the Company, or any of their
respective associates, have engaged in any business that
competes or may compete with the business of the Group or
has any other conflict of interest with the Group.

PURCHASE, SALE OR REDEMPTION OF THE
COMPANY’S LISTED SECURITIES

During the year ended 31 December 2002, neither the Company
nor any of its subsidiaries purchased, sold or redeemed any of
the Company’s listed securities.

BANK LOANS AND OTHER BORROWINGS

Particulars of bank loans and other borrowings of the Group as
at 31 December 2002 are set out in note 26 to the financial
statements.

FINANCIAL SUMMARY
A summary of the results and of the assets and liabilities of the
Group is set out on page 146 of the annual report.

CONTINUING CONNECTED TRANSACTIONS
Significant related party transactions entered into by the Group
during the year ended 31 December 2002 which do not
constitute connected transactions under the GEM Listing Rules
are disclosed in note 38 to the financial statements.

Details of the continuing connected transactions are also set
out in note 38 to the financial statements.

BEBHEEEFRAF | 65

ESvHnRELKER

RARRIBRES  BEERR  FERRIEE
FEBEZBMBATHELEEMERERELE
?iT EEEF 2 KNG - JREZR S B 0 E 4th A
E BN

BEEREEALQF LHES

RBE-_ZT_F+_HA=t—HLFER "
ARRIREEANEARMEETIBEEI AR
A LTS o

RTERREMEER
$Elﬂ_77_¢+ A=1t—HZ#&TE
AEEMIEEFEHN M RRMEE26

MBEBE
AEHEzXENREERBEREHNAFRE
1468 °

FERERS

AEERBE_TE_F+_A=1+—HLF
BT MRREIFRR LT AR BREER S
ZERNEBEANERSRBER WS RKRMIFE3S -

FBEER S 2 FBEEN M HRRME3S -



66 | Media Partners International Holdings Inc.

REPORT OF THE DIRECTORS
EEEHRE

Transactions entered into during the year under review

As disclosed in the section headed “Connected transactions” in
the Prospectus and a circular dated 26 June 2002, the Group has
entered into, among others, the following continuing connected
transactions:—

() Administrative Services Agreement

On 9 January 2002, the Company entered into an administrative
services agreement with MTI Administration Limited, a wholly
owned subsidiary of MSCV, the ultimate holding company, to
provide or procure the provision of administration services to
the Group, which include but are not limited to the following:

(@) company secretarial and corporate development work;
(b) legal services; and
(c) administrative services incidental to the above.

(together hereinafter referred to as the “Administrative
Services”)

The Company agreed to pay MTI Administration Limited, on a
monthly basis, a proportion of the monthly total staff costs in
relation to the above administrative services rendered by such
persons supplied by MTI Administration Limited by reference
to their timesheets for the amount of time they have spent on
matters for the Group as a proportion to their total working
time. During the year, the aggregate consideration paid by the
Company to MTI Administration Limited in respect of the
Administrative Services was HK$832,000.

The Administrative Services constitute non-exempt continuing
connected transactions and, therefore, under Rule 20.26 of the
GEM Listing Rules, are subject to the announcement requirements
set out in Rule 20.35 of the GEM Listing Rules and the
shareholders’ approval requirements set out in Rule 20.36 of the
GEM Listing Rules. The Company has obtained from the Stock
Exchange a waiver from the strict compliance with Rules 20.35
and 20.36 of the GEM Listing Rules in respect of such continuing
connected transactions for a period of three years ending on 31
December 2004 provided that, among other things, the
consideration in respect of the Administrative Services Agreement
does not exceed a cap of HK$2,564,000 for the year under
review.
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(i) Advertising Agency Agreement

On 31 May 2002, a subsidiary of the Company, Chengdu
MPI Public Transport Advertising Co. Ltd. (“Chengdu
Advertising MPI"”) entered into an Advertising Agency
Agreement with X EB:BE EL A H R A F] (“Bus JV”) whereby
Chengdu Advertising MPI will provide advertising agency
and management services to the Bus JV. The annual cap
amount for the year ended 31 December 2002 was
HK$15,000,000, and the annual cap amounts for each of
the two financial years ending 31 December 2003 and 2004
are HK$21,000,000 and HK$29,000,000 respectively. These
annual cap amounts were determined with reference to the
projected amount payable to the Bus JV by Chengdu
Advertising MPI in the relevant year, which shall be 70% of
the amount received by Chengdu Advertising MPI for the
placement of advertisements on bus bodies. Details of this
transaction were set out in the circular dated 26 June 2002
issued by the Company. The aforesaid transaction was
approved by the independent shareholders of the Company
at an extraordinary general meeting of the Company held
on 12 July 2002. During the year, the aggregate
consideration paid by the Bus JV to Chengdu Advertising
MPI in respect of the Advertising Agency Agreement
amounted to HK$3,491,000.

As the cap amounts for the above continuing connected
transactions are greater than the higher of HK$10,000,000 or
3% of the net tangible assets of the Group, the continuing
connected transactions and the cap amounts are subject to
review and re-approval by the independent shareholders of the
Company at the forthcoming annual general meeting of the
Company.

The independent non-executive directors of the Company have
reviewed the connected transactions as referred to under (i) and
(i) above and have confirmed that these continuing connected
transactions have been entered into (a) in the ordinary and usual
course of business of the Group; (b) on normal commercial terms
or on terms no less favourable to the Group than terms available
to or from independent third parties; and (c) in accordance with
the relevant agreements governing them on terms that are fair
and reasonable and in the interests of the shareholders of the
Company as a whole.
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REPORT OF THE DIRECTORS
EEEHRE

The auditors of the Company have confirmed that the connected
transactions as referred to under (i) and (ii) above (a) have received
the approval of the board of directors of the Company; (b) are in
accordance with the pricing policies of the Group where the
transactions involve provision of goods and services by the Group;
(c) have been entered into in accordance with the relevant
agreements governing the transactions; and (d) have not exceeded
their respective caps.

BOARD PRACTICES AND PROCEDURES

During the year ended 31 December 2002, the Company has
complied with the board practices and procedures as set out in
Rules 5.28 to 5.39 of the GEM Listing Rules.

AUDIT COMMITTEE

The Company established an audit committee on 7 January 2002
with written terms of reference in compliance with the requirements
as set out in Rule 5.23 of the GEM Listing Rules.

The primary duties of the audit committee are to review the financial
reporting process and internal control system of the Group and
provide advice and comments to the Board of Directors of the
Company.

The audit committee comprises three independent non-executive
directors, Mr Meocre Kwok Wing LI, Professor Lawrence Juen Yee
LAU and Mr Paul Laurence SAFFO. The audit committee has met
four times during the year.

AUDITORS

KPMG retire and being eligible, offer themselves for reappointment.
A resolution for the reappointment of KPMG as auditors of the
Company is to be proposed at the forthcoming annual general
meeting.

On behalf of the Board
Stephen Cheuk Kin LAW

Company Secretary
Hong Kong, 19 March 2003
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AUDITORS’ REPORT
% BUET R &

Auditors’ report to the shareholders of
Media Partners International Holdings Inc.
(Incorporated in the Cayman Islands with limited liability)

We have audited the financial statements on pages 71 to 145 which
have been prepared in accordance with accounting principles
generally accepted in Hong Kong.

RESPECTIVE RESPONSIBILITIES OF DIRECTORS AND
AUDITORS

The Company'’s directors are responsible for the preparation of the
financial statements which give a true and fair view. In preparing
financial statements which give a true and fair view, it is fundamental
that appropriate accounting policies are selected and applied
consistently, that judgements and estimates are made which are
prudent and reasonable and that the reasons for any significant
departure from applicable accounting standards are stated.

It is our responsibility to form an independent opinion, based on
our audit, on those financial statements and to report our opinion
to you.

BASIS OF OPINION

We conducted our audit in accordance with Statements of Auditing
Standards issued by the Hong Kong Society of Accountants. An
audit includes examination, on a test basis, of evidence relevant to
the amounts and disclosures in the financial statements. It also
includes an assessment of the significant estimates and judgements
made by the directors in the preparation of the financial statements,
and of whether the accounting policies are appropriate to the
Company'’s and the Group's circumstances, consistently applied and
adequately disclosed.

We planned and performed our audit so as to obtain all the
information and explanations which we considered necessary in
order to provide us with sufficient evidence to give reasonable
assurance as to whether the financial statements are free from
material misstatement. In forming our opinion we also evaluated
the overall adequacy of the presentation of information in the
financial statements. We believe that our audit provides a reasonable
basis for our opinion.
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OPINION

In our opinion, the financial statements give a true and fair view
of the state of affairs of the Company and of the Group as at
31 December 2002 and of the Group’s loss and cash flows for
the year then ended and have been properly prepared in
accordance with the Hong Kong Companies Ordinance.

KPMG
Certified Public Accountants

Hong Kong, 19 March 2003
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CONSOLIDATED PROFIT AND LOSS ACCOUNT

meBmRk

for the year ended 31 December 2002 BZ—ZL—_F+-_A=+—HILFE

(Expressed in Hong Kong dollars) (A&7 A& fz)
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2002 2001
Note $'000 $'000
Bt s Fr T

Operating revenue KERA
Turnover X 3 290,804 258,976
Other revenue H AU A 17,305 22,053
Other net income Hb Wz 558 4 205 1,684
Operating expenses RERx
Site rental and other direct costs EEMEE REmERKR (219,012) (177,960)
Staff costs EEMKA 5(b) (33,691) (26,224)
Depreciation and amortisation e M H (34,843) (35,574)
Other operating expenses Hth 48 & 5 2 (28,971) (16,321)
Provision for onerous contracts BHREBERE 27(b) (12,626) =
(Loss)/profit from operations s (B18) aAl (20,829) 26,634
Finance costs BMEKA 5(a) (11,293) (7,371)
Share of profits less losses of associates i Eb & A &% FRUE 1B 2,276 5,046
Share of profits less losses of jointly DMEHFEIEHEE

controlled entities v ) ek 5 18 15,847 15,125
(Loss)/profit from ordinary activities &% £ BRBLAT

before taxation (&) /& A 5 (13,999) 39,434
Taxation g 6 (12,564) (12,316)
(Loss)/profit from ordinary activities &EEZEKKREI%

after taxation (&518) & Al (26,563) 27,118
Minority interests DRI R (3.378) (3.731)
(Loss)/profit attributable to PR RIELS (B518) V&Rl

shareholders 9 & 36(a) (29,941) 23,387
(Loss)/earnings per share Sk (B18) B

— Basic — &K 11(a) (3.6) cents 1l 3.7 cents Il

The notes on pages 80 to 145 form part of these financial statements.
F80EF 1458 2 M KM K —#07 -
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CONSOLIDATED BALANCE SHEET

LeBEEREXR

at 31 December 2002 R=EZE —F+—-_H=+—H

(Expressed in Hong Kong dollars) (A&7 A& 1z)

2002 2001
Note $'000 $'000
B e T T
Non-current assets FRBEE
Fixed assets Bl E & B 14 15,067 14,159
Interest in associates kN 2 16 2,786 4,760
Interest in jointly controlled entities HRAZEHIERER 17 61,595 60,115
Amounts due from a jointly JT%“\LISZ*F’E?,\@? HEEE
controlled entity 17 18,692 18,692
Advertising rights RS (E A 18 253,929 260,796
Goodwill EES 19 2,873 -
354,942 358,522
Current assets MEBEE
Accounts receivable e AR X 20 46,475 42,896
Other receivables, deposits Hun AR - &2
and prepayments SSEENE 20 107,980 50,280
Amounts due from jointly FEY AL R B 58
controlled entities IR 21 9,198 2,383
Amounts due from minority shareholders f‘HSZ’J\%(Hﬁ%% 22 3,746 6,294
Amounts due from related companies JE W R 3E N B 5RIE 23 459 493
Pledged bank deposits Eﬁﬁ?ﬁaﬁﬁfﬂ_w\ 24 196,446 77,588
Cash and cash equivalents B MERIKRSIAB 25 161,409 45,257
525,713 225,191
Current liabilities mEIEE
Bank loans RITER 26 232,153 136,308
Accounts payable FEfTRREX 27 22,507 22,513
Other payables, deposits and provisions HAM AR - ke REE 27 57,641 43,358
Amounts due to jointly controlled entities  FE{ H[E4%E %UE‘%? 28 10,340 6,610
Amounts due to related companies FES & R B RT 23 3,074
Taxation payable AN 30 603 1,510
326,318 210,299
Net current assets RBEEFE 199,395 14,892
Total assets less current liabilities BWEERRBEE 554,337 373,414
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CONSOLIDATED BALANCE SHEET (continued)
SEEEERER (&

at 31 December 2002 R=ZEZE—F+—-A=+—H
(Expressed in Hong Kong dollars) (A&7 A& fz)

2002 2001
Note $'000 $'000
Bt sE Fr Fit
Non-current liabilities FREBERE
Loans from a fellow subsidiary and ultimate 2& & [F] Z [ B A 7] &
holding company REERABIER 31 - 190,977
Convertible Bond AR ES 32 85,000 =
Deferred taxation FEIERIE 33 = 49
85,000 191,026
Minority interests DERRER 34 20,333 22,438
105,333 213,464
NET ASSETS EEFE 449,004 159,950
CAPITAL AND RESERVES AR &
Share capital [ 35 85,380 -
Reserves e 36 363,624 159,950
449,004 159,950

Approved and authorised for issue by the board of directors on 19 March 2003.
KBEEZEN _SZ=F=A+ L B#ERKENE -

George Ka Ki Chang Winnie Pik Shan To
SR 2

Director Director

BF EF

The notes on pages 80 to 145 form part of these financial statements.
FEBOEF 145 Z T AT IHRE — &b
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BALANCE SHEET
BERER

at 31 December 2002 R=ZEZE—&F+—-A=+—H
(Expressed in Hong Kong dollars) (A&7 A& 1z)

2002 2001
Note $'000 $'000
Bt sE Fr Tt
Non-current assets FRBEE
Investments in subsidiaries RHB AR ZIRE 15 340,748 =
Current assets REEE
Other receivables, deposits and HRUER « Ze &
prepayments A RR 20 62 3,187
Amount due from a related company W — R RRE 1~ RIRUR 23 6 -
Cash and cash equivalents RekERRESIEE 25 59,346 1
59,414 3,188
Current liabilities REAE
Other payables, deposits HAEMRR - &2
and provisions & 27 1,786 101
Amounts due to fellow subsidiaries I IE BN NGB = 3,200
1,786 3,301
Net current assets/(liabilities) REBEE (AR B 57,628 (113)
Total assets less current liabilities BWEERRBEE 398,376 (113)
Non-current liabilities FREBEE
Convertible Bond AR ES 32 85,000 =
85,000 -
NET ASSETS/(LIABILITIES) BE/ (86 FE 313,376 (113)
CAPITAL AND RESERVES AR &
Share capital [N 35 85,380 -
Reserves f# & 36 227,996 (113)
313,376 (113)

Approved and authorised for issue by the board of directors on 19 March 2003.
KHEZEN ST =F= A+ AERFENE -

George Ka Ki Chang Winnie Pik Shan To
SR B 1t 223

Director Director

5% 5=

The notes on pages 80 to 145 form part of these financial statements.
FROEF 1458 v M R IRk —&b 0 o



CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
RE R

for the year ended 31 December 2002 BZ—ZL—_F+-_A=+—HILFE

(Expressed in Hong Kong dollars) (A&7 A& fz)

At 1 January
2001

Net profit for
the year

At 31 December
2001

At 1 January
2002

Capitalisation of
shareholders’
loans

Issue of
Placing shares

Share issue
expenses

Movements

arising from the
Reorganisation

Net loss for
the year

At 31 December
2002

AA —
N
R

A

A

—%
~A-A
AR A

== 1
[ 1A
s
[

+

| A
m ||
_FH

ﬁ
o A
A

BEREFEAL

TR SR

BIRHFX

B
78

AEE
B

N
i
N

BEELEEERQA|T5

Other
Share Share Merger capital Revenue
capital premium reserves reserves reserves Total
R BRARE BtREE Hitp &R LONE i s
(G4
$'000 $'000 $'000 $'000 $'000 $'000
T T T T T T
- - 255,466 (61,518) (57,385) 136,563
- - - - 23,387 23,387
- - 255,466 (61,518) (33,998) 159,950
- - 255,466 (61,518) (33,998) 159,950
63,900 42,078 - - - 105,978
21,380 213,800 - - - 235,180
- (22,163) - - - (22,163)
100 - (100) - - -
= - - - (29,941) (29,941)
85,380 233,715 255,366 (61,518) (63,939) 449,004

The notes on pages 80 to 145 form part of these financial statements.
FEBOEF 145 B Z T AT IHRE — &b
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CONSOLIDATED CASH FLOW STATEMENT

mERTRER

for the year ended 31 December 2002 BLZE—ZZT —_F+-_A=+—HIFE

(Expressed in Hong Kong dollars) (A&7 A& 1z)

2002 2001
$'000 $'000 $'000 $'000
T T T Fr
Operating activities REXK
(Loss)/profit from operations g (B18) /&7 (20,829) 26,634
Adjustments for: L TIIEE (EHRE
— Interest income — FEHA (4,614) (4,288)
— Depreciation and amortisation — WE R 34,843 35,574
— Profit on sales of fixed assets - HEEEEERT (205) (1,684)
— Provision for onerous contracts — BHREBERE 12,626 -
Operating profit before HEESEHA
changes in working capital Z &R 21,821 56,236
Increase in accounts receivable FEUBR ZIE N (3,579) (20,876)
Increase in other receivables, HA AR - &S
deposits and prepayments NIBTFRIALE N (1,545) (318)
(Increase)/decrease in amounts FEW S R E B
due from jointly controlled entities OB (&) R (6,815) 16,974
(Increase)/decrease in amounts due JE U D 2h % 3R R TE
from minority shareholders (g, md (894) 383
Decrease in amounts due FEU BE A 7]
from related companies FIER D 34 3,692
Increase in accounts payable FEATBR I N 4,461 7,039
Increase/(decrease) in other HAO MR - e
payables, deposits and provisions KB, (R 1,591 (5,493)
Increase in amounts due to FERT HRIEHIE 8
jointly controlled entities FIEHE AN 3,730 -
Increase in amounts due to FE A& 1~ B R IEHE N
related companies 3,074 -
Cash generated from operations KEFBES 21,878 57,637
Tax paid BERHIE
- Hong Kong profits tax — B/ (Bf)
refund/(paid) EBFEH 152 (887)
- PRC tax paid — BfPERIE (7.319) (5,702)
Net cash from operating activities REERTEEEEE 14,711 51,048



CONSOLIDATED CASH FLOW STATEMENT (continued)

:nmAiﬁﬁ;ﬁE% (,,.E

for the year ended 31 December 2002 BZE—ZL—F+-_A=+—HILFE

(Expressed in Hong Kong dollars) (A&7t A& fz)
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2002 2001
Note $'000 $'000 $'000 $'000
B s T T T T

Investing activities REEH
(Increase)/decrease in pledged B FR GE )

deposits e: 2 (118,858) 11,640
Payments for the purchase BERTEERE

of fixed assets (6,483) (4,634)
Proceeds from sales of HEBRTEEE

fixed assets FT{S3UE 239 2,103
Payments for the purchase BEEREARENE

of advertising rights (26,716) (74,982)
Payments for deposits in BE/(FREEEA

respect of acquisition/ Bz

use of advertising rights (56,155) -
Payment for the purchase WiE—EHE A

of remaining shares in AN )

a subsidiary A () (3,500) -
Share capital contributed ) — [ £ R 4%

to a jointly controlled entity ERIE (936) -
Share capital contributed RE P ERRE

by minority shareholders ZEE 2,196 -
Interest received B HFE 4,614 4,288
Dividends received from B —REE AR

an associate 5] 3,920 -
Dividends received from Bl — LRI E S

a jointly controlled entity B E 9,347 3,782
Net cash used in investing REETBMEA

activities Be T8 (192,332) (57,803)
Financing activities MEEE
Proceeds on issue of BITRLE R

placing shares TS IE 235,180 -
Share issue expenses BITRO ﬁaﬁfi (22,163) =
Proceeds from new bank loans ILRITER 95,845 25,230
Repayment of loans from EE—H H ZITE AR

a fellow subsidiary and REEERARZ

ultimate holding company B3 - (6,925)
Interest paid BEFLE (11,293) (7,371)
Dividends paid to minority shareholders BERDERERE (3.796) (1,454)



78 | Media Partners International Holdings Inc.

CONSOLIDATED CASH FLOW STATEMENT (continued)
II/TAIEEUILE%‘:Z (/ll5

for the year ended 31 December 2002 BLZE—ZZT —_F+-_A=+—HIFE
(Expressed in Hong Kong dollars) (A&7 A& 1z)

2002 2001
Note $'000 $'000 $'000 $'000
B s T T T T
Net cash from financing activities MEEBSREFH 293,773 9,480
Net increase in cash and BeRERRE
cash equivalents 18 B 1R 4R 116,152 2,725
Cash and cash equivalents —A—HAZEER
at 1 January ZRERLBA 45,257 42,532
Effect of foreign exchange EREE
rates changes ngﬁ - -
Cash and cash equivalents tZA=t+—-H2ZHRE
at 31 December RZERELER 25 161,409 45,257

The notes on pages 80 to 145 form part of these financial statements.

F80EF 1458 2 Mk B FSHRER —2BD ©
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NOTES TO THE CONSOLIDATED CASH FLOW STATEMENT
mERERERME

(Expressed in Hong Kong dollars) (A&7t A& fz)

(a)

(b)

Acquisition of a subsidiary

On 17 June 2002, the Group acquired the remaining 5%
interest in Metrolink Investments Ltd. (“Metrolink”) from the
minority shareholders for a consideration of $3,500,000. The
acquisition resulted in an increase of the Group’s equity holding
in Metrolink from 95% to 100%.

(a) WEE—FEMBLRR

“EE-FRA+TER AEEURE
3,500,0007T A D& R U BE Metrolink
Investments Ltd. (LA T &% [Metrolink])
BRTS5% e - WHRITHEAEER
Metrolink 2 iR #EFR95% 3 £ 100% °

2002
$'000
Fr
Net assets acquired WEEEFE
Minority interests DB R 441
Goodwill arising on consolidation 4R & 8RB EL 2 &
(note 19) (MtEE19) 3,059
3,500
Satisfied by: UTHAEREZA :
Total purchase price paid, EREKEE - LBRef
satisfied in cash 3,500
Net cash outflow in respect of WIE—FWEB AR 2R e ML /FE
acquisition of a subsidiary 3,500

Major non-cash transactions

On 9 January 2002, the Company entered into an agreement
with Morningside CyberVentures Holdings Limited, the ultimate
holding company such that, prior to the placing of shares of
the Company on the Growth Enterprise Market, an amount of
$105,978,176 representing unsecured loans due to the ultimate
holding company was capitalised. The remaining unsecured
loans due to the ultimate holding company of $85,000,000
were satisfied by the issue of the Convertible Bond.

(b) EE2FHERS

ZETF—RANA  AQRHEELE
f& 2 &Morningside CyberVentures
Holdings Limited&T 32 % + RAZANA &I
DIERIZER ETHAT - RN &LERA
a2 B FK105,978,1 76 LIEE
R o BT RIERA B HAREEIRER
85,000,000 AT AT AR E 55 (B

ﬁo
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NOTES TO THE FINANCIAL STATEMENTS

B ES R AR M AT

(Expressed in Hong Kong dollars) (L& AENr)

1. GROUP REORGANISATION AND BASIS OF
PREPARATION OF THE FINANCIAL STATEMENTS

(a)

(b)

The Company

The Company was incorporated in the Cayman Islands on
14 May 2001 as an exempted company with limited liability
under the Companies Law (2000 Revision) of the Cayman
Islands.

Group Reorganisation and listing on the Growth
Enterprise Market

Pursuant to a group Reorganisation (the “Reorganisation”)
to rationalise the structure of the Group in preparation for
the listing of the Company’s shares on the Growth
Enterprise Market (“GEM") of The Stock Exchange of Hong
Kong Limited, the Company became the holding company
of the subsidiaries now comprising the Group on 9 January
2002. The Reorganisation was accomplished by acquiring
the entire share capital of Polyland Holdings Limited
(“Polyland”) in consideration of and in exchange for the
issue and allotment of 999,990 shares to Morningside
Technologies Inc. (“MTI"), the former shareholder of
Polyland. Further details of the Reorganisation are set out
in the Company'’s prospectus dated 15 January 2002 (“the
Prospectus”).

All entities which took part in the Reorganisation were
wholly owned by Morningside CyberVentures Holdings
Limited (“MSCV"), the ultimate holding company of
Polyland and MTI, before and immediately after the
Reorganisation and, consequently, there was a continuation
of the risks and benefits to the ultimate shareholder that
existed prior to the Reorganisation.

The Company obtained a listing on GEM on 31 January
2002.

1. EEEARMBERZFEEE

(a)

(b)

ZA/NC

AARREFERERFE(CET
ZEEIN R _TT—Fh A+
BERSHSEMRLAERLE
RAA] e

SEEARRNAIZER S

REBARTRONEEMERS
FRER A RIBIZER A T8I
W) ETimERERAREEE BT
ZEEEHCATHEIEA]D) - K
RNRARZZTEZ_F—-—ANAKRAE
SERANBARZZERAR - &
#HiE B EPolyland Holdings
Limited (LA T~ f&§7# [Polyland]) 2 &
WRAERK  MEABEBRKELRRA
PolylandAIfR®EMorningside
Technologies Inc. (A T &7 [MTI)
1T RELEE999,990/R AR 1D - AR
A _EE_F-ATHBAZERE
EUATEREBRER]) HEER
2 EMER -

BRFTE W REHE 2 AR ELAR
s BB A% Z R mPolyland &
MTIZ &R A FIMorningside
CyberVentures Holdings Limited (LA
TRIMIMSCV]) 2EHE » HE
BRNEERIBEEEFEREZR
BHEATEFE HARER K& o

RKAFTN-—EZ-_F—HA=+—H
BEERIZER ETER -



NOTES TO THE FINANCIAL STATEMENTS
8 75 R 2% B =

(Expressed in Hong Kong dollars) (L& AEN)

1. GROUP REORGANISATION AND BASIS OF
PREPARATION OF THE FINANCIAL STATEMENTS
(continued)

(c) Basis of presentation and preparation of the financial
statements

The measurement basis used in the preparation of the
financial statements is historical cost.

The Reorganisation has been accounted for as a
Reorganisation of businesses under common control under
the merger accounting methodology. Accordingly, the
consolidated financial statements have been prepared on
the basis of historical costs and as if the subsidiaries had
been part of the Group throughout the periods presented,
except for any acquisitions or disposals subsequent to the
Reorganisation, which are accounted for under the
acquisition basis of accounting.

2. SIGNIFICANT ACCOUNTING POLICIES

(a) Statement of compliance

These financial statements have been prepared in
accordance with all applicable Statements of Standard
Accounting Practice and Interpretations issued by the Hong
Kong Society of Accountants, accounting principles
generally accepted in Hong Kong and the disclosure
requirements of the Hong Kong Companies Ordinance.

These financial statements also comply with the applicable
disclosure provisions of the rules governing the Listing of
Securities on GEM. A summary of the significant accounting
policies adopted by the Group is set out below.

(b) Basis of consolidation

The consolidated financial statements include the financial
statements of the Company and all of its subsidiaries made
up to 31 December each year. The results of subsidiaries
acquired or disposed of during the year are included in the
consolidated profit and loss account from or to the date of
their acquisition or disposal, as appropriate. All material
intra-group transactions and balances are eliminated on
consolidation.
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NOTES TO THE FINANCIAL STATEMENTS

B ES R AR M AT

(Expressed in Hong Kong dollars) (L& AENr)

2. SIGNIFICANT ACCOUNTING POLICIES (continued)

(b) Basis of consolidation (continued)

(c)

As explained in note 1(b), the Company became the holding
company of the Group on 9 January 2002. The Group has
been treated as a continuing entity and, accordingly, the
consolidated financial statements have been prepared on
the basis that the Company was the holding company of
the Group for the years ended 31 December 2001 and
2002. Accordingly, the results and cash flows of the Group
for the year ended 31 December 2001 include the results
and cash flows of the Company and its subsidiaries with
effect from 1 January 2001 or since their respective dates
of incorporation, where this is a shorter period.

Subsidiaries

A subsidiary is an enterprise controlled by the Company.
Subsidiaries are considered to be controlled if the Company
has the power, directly or indirectly, to govern the financial
and operating policies of an enterprise so as to obtain
benefits from its activities.

An investment in a subsidiary is consolidated into the
consolidated financial statements, unless it is acquired and
held exclusively with a view to subsequent disposal in the
near future or operates under severe long-term restrictions
which significantly impair its ability to transfer funds to the
Group, in which case, it is stated in the consolidated balance
sheet at fair value with changes in fair value recognised in
the consolidated profit and loss account as they arise.

Intra-group balances and transactions, and any unrealised
profits arising from intra-group transactions, are eliminated
in full in preparing the consolidated financial statements.
Unrealised losses resulting from intra-group transactions
are eliminated in the same way as unrealised gains, but
only to the extent that there is no evidence of impairment.

Minority interests represent those interests of outside
shareholders in the operating results and net assets of
certain subsidiaries.
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NOTES TO THE FINANCIAL STATEMENTS
8 75 R 2% B =

(Expressed in Hong Kong dollars) (L& AEN)

2. SIGNIFICANT ACCOUNTING POLICIES (continued) 2. FESTHEE (&
(c) Subsidiaries (continued) (c) BT (&)

Where a subsidiary, in which there are minority
shareholders, has net liabilities, the minority’s share thereof
is not accounted for unless the minority shareholders have
a contractual obligation to reimburse the Group for their
share of the losses of that subsidiary and receipt of such
reimbursement is probable.

In the Company’s balance sheet, an investment in a
subsidiary is stated at cost less any impairment losses (see
note 2(h)), unless it is acquired and held exclusively with a
view to subsequent disposal in the near future or operates
under severe long-term restrictions which significantly
impair its ability to transfer funds to the Company, in which
case, it is stated at fair value with changes in fair value
recognised in the Company’s profit and loss account as
they arise. The results of subsidiaries are accounted for by
the Company on the basis of dividends declared or
approved in the Company’s accounting period.

(d) Associates and jointly controlled entities

An associate is an entity in which the Group or Company
has significant influence, but not control or joint control,
over its management, including participation in the financial
and operating policy decisions.

A jointly controlled entity is an entity which operates under
a contractual arrangement between the Group or Company
and other parties, where the contractual arrangement
establishes that the Group or Company and one or more
of the other parties share joint control over the economic
activity of the entity.
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NOTES TO THE FINANCIAL STATEMENTS

B ES R AR M AT

(Expressed in Hong Kong dollars) (L& AENr)

2. SIGNIFICANT ACCOUNTING POLICIES (continued)

(d) Associates and jointly controlled entities (continued)

(e)

An investment in an associate or a jointly controlled entity
is accounted for in the consolidated financial statements
under the equity method and is initially recorded at cost
and adjusted thereafter for the post acquisition change in
the Group’s share of the associate’s or the jointly controlled
entity’s net assets, unless it is acquired and held exclusively
with a view to subsequent disposal in the near future or
operates under severe long-term restrictions that
significantly impair its ability to transfer funds to the investor
or venturer, in which case it is stated at fair value with
changes in fair value recognised in the consolidated profit
and loss account as they arise. The consolidated profit and
loss account reflects the Group’s share of the post-
acquisition results of the associates and jointly controlled
entities for the year, including any amortisation of positive
or negative goodwill charged or credited during the year
in accordance with note 2(e).

Unrealised profits and losses resulting from transactions
between the Group and its associates and jointly controlled
entities are eliminated to the extent of the Group's interest
in the associate or jointly controlled entity, except where
unrealised losses provide evidence of an impairment of the
asset transferred, in which case they are recognised
immediately in the consolidated profit and loss account.

Goodwill

Positive goodwill arising on consolidation represents the
excess of the cost of the acquisition over the Group’s share
of the fair value of the identifiable assets and liabilities
acquired. In respect of controlled subsidiaries and associates
and jointly controlled entities:

— for acquisitions before 1 January 2001, positive
goodwill is eliminated against reserves and is reduced
by impairment losses (see note 2(h)); and
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NOTES TO THE FINANCIAL STATEMENTS
8 75 R 2% B =

(Expressed in Hong Kong dollars) (L& AEN)

2. SIGNIFICANT ACCOUNTING POLICIES (continued)

(e) Goodwiill (continued)

— for acquisitions on or after 1 January 2001, positive
goodwill is amortised to the consolidated profit and
loss account on a straight-line basis over its estimated
useful life which does not exceed 20 years. Positive
goodwill is stated in the consolidated balance sheet at
cost less any accumulated amortisation and any
impairment losses (see note 2(h)).

In respect of acquisitions of associates and jointly controlled
entities, the cost of positive goodwill arising on or after 1
January 2001 less any accumulated amortisation and any
impairment losses (see note 2(h)) is included in the carrying
amount of the interest in associates or jointly controlled
entities.

Negative goodwill arising on acquisitions of controlled
subsidiaries, associates and jointly controlled entities
represents the excess of the Group’s share of the fair value
of the identifiable assets and liabilities acquired over the
cost of the acquisition. Negative goodwill is accounted for
as follows:

— for acquisitions before 1 January 2001, negative
goodwill is credited to a capital reserve; and

— for acquisitions on or after 1 January 2001, to the
extent that negative goodwill relates to an expectation
of future losses and expenses that are identified in the
plan of acquisition and can be measured reliably, but
which have not yet been recognised, it is recognised
in the consolidated profit and loss account when the
future losses and expenses are recognised. Any
remaining negative goodwill, but not exceeding the
fair values of the non-monetary assets acquired, is
recognised in the consolidated profit and loss account
over the useful life of those non-monetary assets that
are depreciable/amortisable. Negative goodwill in
excess of the fair values of the non-monetary assets
acquired is recognised immediately in the consolidated
profit and loss account.
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NOTES TO THE FINANCIAL STATEMENTS
81 75 i 2% MY =

(Expressed in Hong Kong dollars) (L& AENr)

2. SIGNIFICANT ACCOUNTING POLICIES (continued)

(e) Goodwiill (continued)

(f)

On disposal of a controlled subsidiary, an associate or a
jointly controlled entity during the year, any attributable
amount of purchased goodwill not previously amortised
through the consolidated profit and loss account or which
has previously been dealt with as a movement on Group
reserves is included in the calculation of the profit or loss
on disposal.

Fixed assets and depreciation

Fixed assets are stated at cost less accumulated depreciation
and any impairment losses (see note 2(h)).

Depreciation is calculated to write off the cost of fixed assets
on a straight-line basis over their estimated useful lives as
follows:

Leasehold improvements
HEMEEE

Advertising displays

N

Computer equipment

BRI

Furniture, fixtures and equipment
B RERRE

Motor vehicles

SIE

With effect from 1 January 2002, the estimated useful lives
of computer equipment were revised from 5 years to 3
years following a re-appraisal of the estimated useful lives.
This change in accounting estimate has resulted in an
increase in the depreciation charge for the year ended 31
December 2002 of $250,000.

Subsequent expenditure relating to a fixed asset that has
already been recognised is added to the carrying amount
of the asset when it is probable that future economic
benefits, in excess of the originally assessed standard of
performance of the existing assets, will flow to the
enterprise. All other subsequent expenditure is recognised
as an expense in the period in which it is incurred.
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NOTES TO THE FINANCIAL STATEMENTS

Br RS RAR M AL

(Expressed in Hong Kong dollars) (L& AEN)

2. SIGNIFICANT ACCOUNTING POLICIES (continued)

(f)

(9)

(h)

Fixed assets and depreciation (continued)

Gains or losses arising from the retirement or disposal of a
fixed asset are determined as the difference between the
estimated net disposal proceeds and the carrying amount
of the asset and are recognised in the consolidated profit
and loss account on the date of retirement or disposal.

Advertising rights

Advertising rights represent fees paid to secure exclusive
rights to sell advertising space on certain specified assets
or at certain specified locations for a specific period of time.

Advertising rights are stated at cost less accumulated
amortisation and any impairment losses (see note 2(h)).

Amortisation is calculated on a straight-line basis over the
agreed periods of use of the advertising rights, which range
from 5 to 20 years, starting from the date of
commencement of the commercial use of the advertising
rights.

Subsequent expenditure on advertising rights after their
purchase or their completion is recognised as an expense
when it is incurred unless it is probable that this expenditure
will enable the asset to generate future economic benefits
in excess of its originally assessed standard of performance
and this expenditure can be measured and attributed to
the asset reliably. If these conditions are met, the
subsequent expenditure is added to the cost of the
advertising rights.

Impairment of assets

Internal and external sources of information are reviewed
at each balance sheet date to identify indications that assets
may be impaired or an impairment loss previously
recognised no longer exists or may have decreased.
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NOTES TO THE FINANCIAL STATEMENTS
81 75 i 2% MY =

(Expressed in Hong Kong dollars) (L& AENr)

2. SIGNIFICANT ACCOUNTING POLICIES (continued)

(h) Impairment of assets (continued)

If any such indication exists, the asset’s recoverable amount
is estimated. An impairment loss is recognised whenever
the carrying amount of an asset exceeds its recoverable
amount.

(i) Calculation of recoverable amount

The recoverable amount of an asset is the greater of
its net selling price and value in use. In assessing value
in use, the estimated future cash flows are discounted
to their present value using a pre-tax discount rate that
reflects current market assessments of time value of
money and the risks specific to the asset. Where an
asset does not generate cash inflows largely
independent of those from other assets, the recoverable
amount is determined for the smallest group of assets
that generates cash inflows independently (i.e. a cash-
generating unit).

(i) Reversals of impairment losses

In respect of assets other than goodwill, an impairment
loss is reversed if there has been a change in the
estimates used to determine the recoverable amount.
An impairment loss in respect of goodwill is reversed
only if the loss was caused by a specific external event
of an exceptional nature that is not expected to recur,
and the increase in recoverable amount relates clearly
to the reversal of the effect of that specific event.

A reversal of impairment losses is limited to the asset’s
carrying amount that would have been determined had
no impairment loss been recognised in prior years.
Reversals of impairment losses are credited to the
consolidated profit and loss account in the year in which
the reversals are recognised.
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NOTES TO THE FINANCIAL STATEMENTS

Br RS RAR M AL

(Expressed in Hong Kong dollars) (L& AEN)

2. SIGNIFICANT ACCOUNTING POLICIES (continued)

0]

()

(k)

Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and on
hand, demand deposits with banks and other financial
institutions, and short-term, highly liquid investments that
are readily convertible into known amounts of cash and
which are subject to an insignificant risk of changes in value,
having been within three months of maturity at acquisition.
Bank overdrafts that are repayable on demand and form
an integral part of the Group’s cash management are also
included as a component of cash and cash equivalents for
the purpose of the cash flow statement.

Jointly controlled assets

Jointly controlled assets are held under a contractual
arrangement whereby the Group and at least one other
party undertake an economic activity which is subject to
joint control and none of the parties involved unilaterally
has control over the economic activity.

The Group’s share of jointly controlled assets, and its share
of any liabilities incurred in relation to the jointly controlled
assets are recognised in the balance sheet and classified
according to the nature of the relevant item. Income from
the sale or use of the Group’s share of the output of the
jointly controlled assets, together with its share of any
expenses incurred in relation to its interests in the jointly
controlled assets, are recognised when it is probable that
economic benefits associated with the transactions will flow
to or from the Group, as applicable.

Deferred taxation

Deferred taxation is provided using the liability method in
respect of the taxation effect arising from all material timing
differences between the accounting and tax treatment of
income and expenditure, which are expected with
reasonable probability to crystallise in the foreseeable
future.

Future deferred tax benefits are not recognised unless their
realisation is assured beyond reasonable doubt.
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NOTES TO THE FINANCIAL STATEMENTS

B ES R AR M AT

(Expressed in Hong Kong dollars) (L& AENr)

2. SIGNIFICANT ACCOUNTING POLICIES (continued)

(I) Provisions and contingent liabilities

Provisions are recognised for liabilities of uncertain timing
or amount when the Group or Company has a legal or
constructive obligation arising as a result of a past event, it
is probable that an outflow of economic benefits will be
required to settle the obligation and a reliable estimate
can be made. Where the time value of money is material,
provisions are stated at the present value of the expenditure
expected to settle the obligation.

Where it is not probable that an outflow of economic
benefits will be required, or the amount cannot be
estimated reliably, the obligation is disclosed as a contingent
liability, unless the probability of outflow of economic
benefits is remote. Possible obligations, whose existence
will only be confirmed by the occurrence or non-occurrence
of one or more future events are also disclosed as
contingent liabilities unless the probability of outflow of
economic benefits is remote.

(m) Recognition of income

Provided it is probable that the economic benefits will flow
to the Group and the revenue and costs, if applicable, can
be measured reliably, revenue is recognised in the
consolidated profit and loss account as follows:

(i) Advertising and other advertising-related fees are
recognised in the year in which the services are
provided.

(i) Signage production and maintenance service fees are
recognised in the year in which the services are
provided.

(iii) Management fee income is recognised in the year in
which the services are provided.

(iv) Interest income is accrued on a time apportioned basis
on the principal outstanding and at the rate applicable.
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NOTES TO THE FINANCIAL STATEMENTS

Br RS RAR M AL

(Expressed in Hong Kong dollars) (L& AEN)

2. SIGNIFICANT ACCOUNTING POLICIES (continued)

(m) Recognition of income (continued)

(n)

(o)

(v) Government incentives are recognised when the right
to receive such incentives is established and receipt
thereof is probable.

(vi) Dividend income from unlisted investments is
recognised when the shareholder’s right to receive
payment is established.

Translation of foreign currencies

The consolidated financial statements are prepared in Hong
Kong dollars.

Foreign currency transactions during the year are translated
into Hong Kong dollars at the exchange rates ruling at the
transaction dates. Monetary assets and liabilities
denominated in foreign currencies are translated into Hong
Kong dollars at the exchange rates ruling at the balance
sheet date. Exchange gains and losses are dealt with in the
consolidated profit and loss account.

The results of foreign enterprises are translated into Hong
Kong dollars at the average exchange rates for the year;
balance sheet items are translated into Hong Kong dollars
at the rates of exchange ruling at the balance sheet date.
The resulting exchange differences are dealt with as a
movement in reserves.

On disposal of a foreign enterprise, the cumulative amount
of the exchange differences which relates to that foreign
enterprise is included in the calculation of the profit or loss
on disposal.

Operating leases

Rentals payable under operating leases are accounted for
in the consolidated profit and loss account on a straight-
line basis over the periods of the respective leases, except
where an alternative basis is more representative of the
pattern of benefits to be derived from the leased asset.
Lease incentives granted are recognised in the consolidated
profit and loss account as an integral part of the aggregate
net lease payments payable.
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NOTES TO THE FINANCIAL STATEMENTS

B ES R AR M AT

(Expressed in Hong Kong dollars) (L& AENr)

2. SIGNIFICANT ACCOUNTING POLICIES (continued)

(o) Operating leases (continued)

Contingent rentals are charged to the consolidated profit
and loss account in the accounting period in which they

are incurred.

(p) Employee benefits

(i)

(ii)

(ii)

Salaries, annual bonuses, paid annual leave, leave
passage and the cost to the Group of non-monetary
benefits are accrued in the year in which the associated
services are rendered by employees of the Group.
Where payment or settlement is deferred and the effect
would be material, these amounts are stated at their
present values.

Contributions to Mandatory Provident Funds as
required under the Hong Kong Mandatory Provident
Fund Schemes Ordinance and central pension schemes
operated by the local governments in the People’s
Republic of China (“PRC"), are recognised as an
expense in the consolidated profit and loss account as
incurred.

When the Group grants to employees options to
acquire shares in the Company at nominal
consideration, no employee benefit cost or obligation
is recognised at the date of grant. When such options
are exercised, shareholders’ equity is increased by the
amount of the proceeds received.

(q) Borrowing costs

Borrowing costs are expensed in the consolidated profit

and loss account in the year in which they are incurred,
except to the extent that they are capitalised as being
directly attributable to the acquisition, construction or

production of an asset which necessarily takes a substantial
period of time to get ready for its intended use or sale.
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(Expressed in Hong Kong dollars) (L& AEN)

2. SIGNIFICANT ACCOUNTING POLICIES (continued)

(r)

(s)

Related parties

For the purposes of these financial statements, parties are
considered to be related to the Group if the Group has the
ability, directly or indirectly, to control the party or exercise
significant influence over the party in making financial and
operating decisions, or vice versa, or where the Group and
the party are subject to common control or common
significant influence. Related parties may be individuals or
other entities.

Segment reporting

A segment is a distinguishable component of the Group
that is engaged either in providing products or services
(business segment), or in providing products or services
within a particular economic environment (geographical
segment), which is subject to risks and rewards that are
different from those of other segments.

In accordance with the Group’s internal financial reporting
system, the Group has chosen geographical segment
information as the primary reporting format and business
segment information as the secondary reporting format
for the purpose of these financial statements.

Segment revenue, expenses, results, assets and liabilities
include items directly attributable to a segment as well as
those that can be allocated on a reasonable basis to that
segment. Segment revenue, expenses, assets, and liabilities
are determined before intra-group balances and intra-group
transactions are eliminated as part of the consolidation
process, except to the extent that such intra-group balances
and transactions are between group enterprises within a
single segment. Inter-segment pricing is based on similar
terms as those available to other external parties.

Segment capital expenditure is the total cost incurred during
the relevant year to acquire segment assets (both tangible
and intangible) that are expected to be used for more than
one period.

Unallocated items mainly comprise financial and corporate
assets, interest-bearing loans, borrowings from the ultimate
holding company, corporate and financing expenses and
minority interests.
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(Expressed in Hong Kong dollars) (L& AENr)

3. TURNOVER 3. BEH
The principal activities of the Group comprise acting as an AEBEZFEXBOEERESRE
advertising agent and advertising licensor and licensee, EEEE A REE - RIEEEFPINE
providing consultancy services related to outdoor advertising, EZERRS BEEEEERIEHES
the production of advertisement signage and the provision of RIS RRTS -
signage maintenance services.
Turnover represents income from advertising and other EERBAFAMTPIRHES REME
advertising-related services rendered to customers during the BRI EWRIIRERERITHN 2
year, net of returns and discounts allowed, after eliminating B WEMBEEERARRBZRS o K
intra-group transactions. The amount of each significant FREBRAZSEEZHFIWALT -
category of revenue recognised in turnover during the year is
as follows:
2002 2001
$'000 $'000
T T
Advertising fees EEE 244,533 220,876
Signage production fees Jf=aynken ”T’FL%? 42,679 32,854
Signage maintenance fees BEBREEE 3,592 5,246
290,804 258,976
4. OTHER REVENUE AND OTHER NET INCOME 4. HtW AR EHbFEE
2002 2001
$'000 $'000
T T
Other revenue HA A
Interest income from bank deposits 1717 5F B A 4,544 4,180
Interest income from amounts FQMI’J HARR
due from minority shareholders FRIEF) EHA 70 108
Management fee income from K E AT E R
jointly controlled entities ZAIE BIEA 8,271 8,074
Training income from customers REREFZBZIA 440 437
Forfeited deposits from customers RIEPZS 306 839
Compensation income (note a) BEEWA (Mi5ka) 1,146 =
PRC Government incentives (note b) A BIBT 22 EDEEE (Ff5Eb) 2,000 7,131
Income from consultancy services RS AR TS A - 916
Sundry income HIEA 528 368
17,305 22,053
Other net income Hhuh #2558
Profit on sales of fixed assets & Bl TE & v 205 1,684
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(Expressed in Hong Kong dollars) (L& AEN)

4. OTHER REVENUE AND OTHER NET INCOME

(continued)
Notes:

(@) Compensation income

Compensation income represents agreed settlement from
customers in respect of early termination of contracts.

(b) PRC Government incentives

Nanjing Media Partners International Public Transport Advertising
Co., Ltd. (“NJMPI"), a non-wholly owned subsidiary of the Group
is classified by the local PRC government as an approved
“Technology and Development Entity”. Accordingly, the subsidiary
received incentives from a department of the local PRC
government amounting to $2,000,000 during the year ended 31
December 2002 (2001: $6,196,000). For the year ended 31
December 2002 and the years ending 31 December 2003 and
2004, the subsidiary is entitled to incentives which are computed
based on 50% of the aggregate foreign enterprise income tax
(“FEIT") and business tax paid in the previous year subject to the
retention of certain amounts by the local PRC government. For
each of the years ending 31 December 2005, 2006 and 2007,
the subsidiary will be entitled to incentives computed based on
50% of the FEIT paid in the previous year subject to the retention
of certain amounts by the local PRC government. The incentives
were received in cash during the year ended 31 December 2002.

The remaining balance of $935,000 during the year ended 31
December 2001 represents other government incentives received
by other subsidiaries in the PRC.
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5. (LOSS)/PROFIT FROM ORDINARY ACTIVITIES
BEFORE TAXATION
(Loss)/profit from ordinary activities before taxation is arrived

5.

REEBRBA (B8 nF

REEBBRBA (B1R), SR EMBRT

at after charging: =S
2002 2001
$'000 $'000
Tt T
(a) Finance costs: (a) BB
Interest on bank advances and ARRAFANEEZ
other borrowings repayable RITEFR K
within five years HAaEBERNF L 9,066 7,304
Interest on Convertible Bond AR E S FLE 2,078 =
Other borrowing costs H 5 E R 149 67
11,293 7,371
(b) Staff costs: (b) REMAK :
Contributions to defined BE T FGR IR
contribution retirement 582 7R
schemes (note 29) (BF3%29) 2,714 1,870
Salaries, wages and He - IA
other benefits R EAEF 30,977 24,354
33,691 26,224
(c) Other items: () EfbIER :
Exchange loss EHEE 143 413
Auditors’ remuneration ZE AN 2 765 583
Depreciation of fixed assets EEEEFE 5,541 4,286
Amortisation of advertising rights RS AR 5H 29,116 31,288
Amortisation of goodwill B 186 —
Provision for bad debts BERR G 2,629 1,881
Provision for onerous contracts BHIEIEEEERE
(note 27(b)) (FtzE27(b)) 12,626 —
Operating lease charges KREMBERX
— properties — W% 4,497 3,242
— site rentals including contingent — BEUEE - BEFIA
rentals of $16.3 million 4 16,300,0007T
(2001: $4.6 million) —EE—4F : 4,600,0007T) 94,266 82,490
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(Expressed in Hong Kong dollars) (L& AEN)

6. TAXATION 6. BiHE

Taxation in the consolidated profit and loss account represents:

RAERRZIREARR

2002 2001
$'000 $'000
Tt T+
Provision for Hong Kong REEBRBFETEE
Profits Tax for the year - 123
Overprovision for Hong Kong TEARABFFH
Profits Tax in respect of prior years REE TR (70) (11)
(70) 112
PRC taxation B IA 6,397 6,318
Deferred taxation (note 33) EAERIE (M15E33) (49) 49
Share of taxation of jointly DG HFIESIE S
controlled entities HiIE 5,956 5,181
Share of taxation of associates DIEEE AR 330 656
12,564 12,316

The provision for Hong Kong Profits Tax has been calculated
separately at 16% (2001: 16%) of the estimated assessable
profits for the year ended 31 December 2002 of each subsidiary
and associate of the Group with operations subject to Hong
Kong Profits Tax.

Taxation for subsidiaries and jointly controlled entities operating
in the People’s Republic of China (“the PRC") except noted
hereinafter is calculated at 33% (2001: 33%) of the estimated
assessable profits of these entities for the year ended 31
December 2002.

Pursuant to the relevant laws and regulations in the PRC,
Chongging MPI Public Transportation Advertising Co., Ltd.
("CQMPI"), a non-wholly owned subsidiary of the Group is
entitled to a reduction in the applicable rate of PRC Foreign
Enterprises Income Tax (“PRC FEIT") from 33% to 30% for two
years commencing from its first profit-making year of operations
(i.e. for the years ended 31 December 2001 and 2002) and,
thereafter, it is entitled to a reduction in the applicable rate of
PRC FEIT from 33% to 31.5% for the following three years,
with effect from the year ending 31 December 2003.

BN SR BE RIS BEMNES
MER 2 AEBZHE AR ML AT
REBEE-_TZE—F+-_A=+—HItF
B2 A ERFEFIZ16% 2 M=K (=

TT—F : 16%):TH

BR T SCHIsEFTatiE S - T E AR A
(AT R EL) & 2 B RF &
HEZEH BB MIBEAZSEAREES
EE-_F+-_A=+—HIEEEZMH
STERBBEFIRIZU 2R (T —
F :33%):ME -

RIEFBRERENMRE  ANEBZ3E
2ENBAREERBHELEARESS
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7. DIRECTORS’ REMUNERATION 7. EEME

Directors’ remuneration disclosed pursuant to section 18.29 of
the GEM Listing Rules is as follows:

BIEAIER ETARAIFE18. 208 KEZ
BEEMEWT -

2002 2001

$'000 $'000

T Tt

Fees e 672 =
Basic salaries, housing and other HAEXHE  BEENM

allowances and benefits in kind H b2 EE Y= 2,070 2,076

Retirement scheme contributions RORETEIHE R 136 146

2,878 2,222

The executive directors received emoluments of approximately
$202,000, $202,000 and $1,802,000 for the year ended 31
December 2002 and approximately $Nil, $Nil and $2,222,000
for the year ended 31 December 2001.

Messrs George Ka Ki Chang and Tony Cheung Kin Au-Yeung
waived their entitlement to fees of $192,000 (US$25,000) each
from the Company during the year ended 31 December 2002
(2001: $Nil).

During the year ended 31 December 2002, Directors’ fees of
$576,000 and $96,000 were paid or payable to independent
non-executive and non-executive directors respectively (2001:
$Nil).

During the years ended 31 December 2001 and 2002, there
were no amounts paid to former Directors in connection with
their retirement from employment with the Group.

No amounts were paid or payable to Directors as an inducement
to join or upon joining the Group.

WITEEREE_TT _F+_A=+
—BLIEFEDREFME4202,000
JT * 202,0007T % 1,802,0007C * M&EZE
TR —FF+A=+—HIEFESH
BEEMeHNZTT - TLk2,222,000
5T o

RRELSERBGRRELENEHES
T-_F+-A=+—ALFEHTAK
U EL192,0007T (25,0005 7T) 2 #&
(ZZTT—F: 8| -

BE-_ZT -+ _A=+—RHL*F
- DRIAB IR TESRIENITE
EX N ER576,0007T 596,000 2
EENE(CTT—F 8\ -
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7. DIRECTORS’ REMUNERATION (continued) 7.

The remuneration of the Directors is within the following bands:

EEME (F

BEBEEEEFRAF |99

EEMENT MIIRE -

2002 2001

Number of Number of

directors directors

EEHHE B=¥A

Not more than $1,000,000 T iE351,000,0007T 6 2
$1,000,001 — $1,500,000 1,000,0017c21,500,0007T = =
$1,500,001 — $2,000,000 1,500,0017c22,000,0007C 1 -
$2,000,001 — $2,500,000 2,000,0017c%2,500,0007T - 1
7 3

The above emoluments exclude the value of 8,538,000 share
options granted to a Director under the Company’s share option
scheme as estimated at the date of grant. The theoretical value
of these options granted to a Director amounted to $2,151,000
which was calculated using the Black-Scholes option pricing
model as at the date of the grant of the options. The details of
these benefits in kind are disclosed under the paragraph headed
“share option scheme” in the Directors’ Report and note 35 to
the financial statements.

i MR- 2EFREAREZ

FERRERT 81X 28,5

38,0007 i@ I

RIZTE REZEE - KAz —&F
BT EEEAFE  RESME
BN L BREE B 2 EwmEE
/32,151,0007T ° ZEEWHME 2515
FNEF WS [BAETE] — B R
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8. INDIVIDUALS WITH THE HIGHEST 8.
EMOLUMENTS
Set out below are analyses of the emoluments of those
employees of the Group who, not being directors of the
Company or its subsidiaries, were among the top five paid
individuals (including directors and other employees of the
Group) employed by the Group.

FiES

o
s

UTRASERRSFHER (BEA
SEEERHEMER) PAFFARBHL
B ARESEZREHMDOIT

2002 2001
$'000 $'000
Frx T

Basic salaries, housing and other EXFe BER
allowances and benefits in kind H 2R EREY Fa= 5,072 4,480
Discretionary bonuses BB TEAL 150 —
Retirement scheme contributions RIRET IR 208 265
5,430 4,745

An analysis of senior management’s emoluments by number

NEEABEM BRI TSREEA

of employees and emolument ranges is as follows: SMemT -
2002 2001
Number of Number of
individuals individuals
EEAH EE A
Not more than $1,000,000 N8381,000,0007T - -
$1,000,001 - $1,500,000 1,000,0017c%1,500,0007T 3 4
$1,500,001 — $2,000,000 1,500,0017c%2,000,0007T 1 -
4 4

No amounts were paid or payable to senior management as
an inducement to join the Group or as compensation for loss
of office during the years ended 31 December 2001 and 2002.

RBE_TE—FR-_FT-_F+=H
=+ —HIFEWESNITBEZNE
AIREBETEREEAE  EABEEMA
REBE L BE IBEEE 2 FfE -
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9. (LOSS)/PROFIT ATTRIBUTABLE TO SHAREHOLDERS 9. BRRFE{L (&518) & F

The consolidated (loss)/profit attributable to shareholders IR ER RS (B18),EFefeaER

includes a loss of $5,606,000 (2001: $113,000) which has been NAIF SR AR 2 E185,606,0007T

dealt with in the financial statements of the Company. (ZZFZ—% : 113,0007T) °
10.DIVIDENDS 10. RE

The Company has not declared or paid any dividend for the AR ESRFKNBE-_TT -

year ended 31 December 2002 (2001: $Nil). TZA=T—HBLEFEZAERKRE (=

TT—F ) -

11.(LOSS)/EARNINGS PER SHARE 1. 8K (&8) BF
(a) Basic (loss)/earnings per share (a) BREX (BB BF

The calculation of basic (loss)/earnings per share is based
on the loss attributable to shareholders of $29,941,000
(2001: profit of $23,387,000) and the weighted average
of 822,221,918 ordinary shares (2001: 640,000,000
ordinary shares) outstanding after the Group Reorganisation
and Loan Capitalisation as if those shares had been
outstanding from 1 January 2001.

(b) Diluted (loss)/earnings per share

No diluted (loss)/earnings per share for the years ended 31
December 2001 and 2002 has been presented, as there
were no dilutive potential ordinary shares during these
years.

12.CHANGES IN ACCOUNTING POLICIES

Translation of financial statements of foreign enterprises

In prior years, the results of foreign enterprises were translated
into Hong Kong dollars at the rates of exchange ruling at the
balance sheet date. With effect from 1 January 2002, in order
to comply with Statement of Standard Accounting Practice 11
(revised) issued by the Hong Kong Society of Accountants, the
Group has translated the results of foreign enterprises at the
average exchange rate for the year. The effect of this change in
accounting policy is not material and, therefore, opening
balances have not been restated.

FRERN (BB) BN THIREEE
EHRBEERERNEE ZRRELE
1829,941,0007T (ZZZ—4F : &
23,387,0007T) REEHTEBRMN 2
JHEF 5 80822,221,918/% (= EZ
—%F : 640,000,0000% E3/@AX) 5+
H URBREZEROHER=ZZTZT—

F-A—H%ET-
(b) BRIEE (B8 BF

MRBE-TE-—FR-TT-
+- A=t BFE EERIL
B IR (5 R St 2
5L 2 SRS (5i8), /&
F o

12. ERETBER
IEDEBMBRRIRE

RUAFEE - INEE 2 REREER
ZERBE AT AT T_F—H
—HE ' BFAEBSTAA gL
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13.SEGMENT REPORTING 13. 7 2R

Segment information is presented in respect of the Group's
geographical segments. Information relating to geographical
segments based on the location of the advertisements placed
by customers and the location of the provision of advertising
and related services rendered to customers is chosen as the
reporting format because this is considered by management
to be more relevant to the Group in making operating and
financial decisions.

Geographical segments by the location of customers and
by the location of assets

The Group’s business can be subdivided into the Mainland
China and Hong Kong markets.

The Group's geographical segments are classified according to
the location of the advertisements placed by customers and
the location of the provision of advertising and related services
rendered to customers. No separate disclosure of the Group's
geographical segments according to the location of assets has
been made as there is no material difference between the
Group’s geographical segments classified by location of
customers or by location of assets.

Business segments

No information has been disclosed in respect of the Group’s
business segments as the Group operates only one business
segment which is the provision of advertising and related
services.

DRERTDRANEE 2 HE S A2
R BB B EMERTLTIE
EEZH R AT PRHIES KRR
BB BER - REENERE
B ERAA Lo SREAR R E 2 8 N Bt
BERREASERE ©
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AREE 2 ZEAR BN R E AT 5
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13.SEGMENT REPORTING (continued) 13. 0 8EH (&

Year ended 31 December
HET-A=T-ALLEE
Inter-segment
HongKong ~ Mainland China elimination*  Unallocated Consolidated
g ERL AL ERAHE  FED &a
2002 2001 2002 2001 2002 2001 2002 2001 2002 2001
000  $'000  $'000  §'000  $'000  §'000  $'000  §'000  $'000  $'000
fr T . ¢ = T . Tkt T Tn

Turnover HEE 71,901 87,125 218,903 171,851 = = S - 290,804 258976
Other revenue =N 1,479 1,002 14,227 21,051 = - 1,599 - 17305 22,053
Total revenue UION 73,380 88,127 233,130 192,902 = - 1,599 - 308,109 281,029

Segment result and (loss)/profit ~ HEEERTE

from operations (B8) /&7 (37.449) 1,470 20,795 25,164 - - (4175 - (20,829) 26,634
Finance costs BENK (262) (283 (8,953) (7,088) (2,078) - (11293) (7,371)
Share of profits less losses of HMEBEAT

associates ailhet g 2,276 5,046 = = S - 2216 5046
Share of profits less losses of AERREHEE

jointly controlled entities AR - - 15847 15125 - - 15847 15125
(Loss)/profit from ordinary TR ERBRRA

activities before taxation (Bt8) /&l (35435 6233 27,689 33,201 (6,253) - (13,999) 39434
Taxation BB @11)  (818) (12353) (11,498) = - (12,564) (12,316)
(Loss)/profit from ordinary TEEBRTE

activities after taxation (B518) /&7 (35,646) 5415 15336 21,703 (6,253) - (26,563) 27,118
Minority interests PERRER 26 - (3404 (3731) - - (3378 (3731)
(Loss)/profit attributable to R

shareholders (B8) /&7 (35,620) 5415 11,932 17972 (6,253) - (29,941) 23,387
Depreciation and amortisation TEREHE 1,265 1,086 33,578 34,488 S - 30803 35574
Capital expenditure incurred

during the year EMERRR 1275 289 27457 60,635 - - 28732 6094

Provision for onerous contracts ~ AHIEEEREE 12,626 - - = - - 12,626 =



104 | Media Partners International Holdings Inc.

NOTES TO THE FINANCIAL STATEMENTS

B ES R AR M AT

(Expressed in Hong Kong dollars) (L& AENr)

13.SEGMENT REPORTING (continued)

DEEH (E

Year ended 31 December
HETZA=T-RLEE
Inter-segment
HongKong ~ Mainland China elimination*  Unallocated Consolidated
R HERE TR ERGHME  TEHR &a
2002 2001 2002 2001 2002 2001 2002 2001 2002 2001
$000  $'000  $'000  $'000  $'000  $'000  $'000  $'000  $'000  $'000
fr ¢t . T fr T T T fr  Tx

Segment assets # NEEES 47,797 60420 721,194 471554 (30,823) (31,828) 59,414 - 797,582 500,146
Interest in associates BEAAER 2,786 4760 - = - = - - 278 4760
Interest in jointly controlled AR

entities ERiEs - - 61,595 60,115 - - - - 61,595 60,115
Amounts due from a jointly RS

controlled entity {20 - - 18,692 18,692 - - - - 18692 18,69
Total assets BERE 880,655 583,713
Segment liabilities # NEAES (71,149) (50,466) (284,206) (191,710) 30,823 31,828 (86,786) (190,977) (411,318) (401,325)
Total libilties BREE (411,318) (401,325)
Minority interests PERRER (219) - (20,114) (22.438) - = - - (20333) (22,438)
#  Segment assets and liabilities are before elimination of inter- # SHEEBEERBEARMBTRSERLZZ

segment balances. e o

*  Inter-segment elimination of $30,823,000 (2001: $31,828,000) * R /7"*5)< S5~ #(5630,823,000T

represents /'nter—segment current accounts.

—EE—4F :31,828,0007T) * EIT[E
I R -
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(Expressed in Hong Kong dollars) (L& AEN)

14.FIXED ASSETS 14.BEEE
The group REH
Furniture,
Leasehold Advertising  Computer fixtures and Motor
improvements displays equipment equipment vehicles Total
HENERE EEERS EERB FAERE i @t
RERRME
$'000 $'000 $'000 $'000 $'000 $'000
T T T T T T
Cost: B
At 1 January 2002 RZET_F
—A—H 2,759 16,732 4,122 2,626 1,899 28,138
Additions E 695 1,403 3,755 236 394 6,483
Disposals HE = (781) (51) = = (832)

At 31 December 2002 RZTE-F
e

+=

=+—H 3,454 17,354 7,826 2,862 2,293 33,789
Accumulated

depreciation: e :

At 1 January 2002 RZET_EF

—A—H 1,978 7,862 1,988 1,461 690 13,979
Charge for the year FREE 819 2,924 1,159 279 360 5,541
Written back on disposals 1 &k & [l - (781) (17) - — (798)
At 31 December 2002 R-ZTZT_F

T=A

=+—H 2,797 10,005 3,130 1,740 1,050 18,722
Net book value: BREFE
At 31 December 2002 ~ R=-ZEZT=F

+=A

=+—H 657 7,349 4,696 1,122 1,243 15,067

At 31 December 2001  R-ZTE—4

=t+-H 781 8,870 2,134 1,165 1,209 14,159
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(Expressed in Hong Kong dollars) (L& AENr)

15.INVESTMENTS IN SUBSIDIARIES

15. RHMBARZIRE

The company

VNN
2002 2001
$'000 $'000
ST T
Unlisted shares, at cost K EWR - A 100 =
Loans to subsidiaries B ENGIE P & 190,978 =
Amounts due from subsidiaries = NGIE /S 154,718 =
Amounts due to subsidiaries FEH I B A B IR (5,048) =
340,748 -

The loans to subsidiaries and the amounts due from/(to)
subsidiaries are non-current as these are not expected to be
receivable/(payable) within the next twelve months.

All of these are controlled subsidiaries as defined under note
2(c) and have been consolidated into the financial statements.

BN IERE B A RRM 2 ER R
/() B R R Z AT SR AR+
“EARWE () - R ERIRY
FIERNER

BEM T2 2EE - TIIFTEHREBA
A RZIEHIHB AR - WELALFEHA
ISRk ©
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(Expressed in Hong Kong dollars) (L& AEN)

15.INVESTMENTS IN SUBSIDIARIES (continued) 15. R BARIZRE (&

Place of Issued share

incorporation/ Proportion capital/
establishment of attributable registered Principal
Name of company and operation equity interest held capital activities

ALV DAY EBITRAE
IR ¥ i B FRr it IR FELL 5 AAfEA FTEER

directly indirectly
B EiEE3
Polyland Holdings Limited British Virgin 100% - US$1  Investment holding
Islands
RERXEE 17T BB
Media Partners Hong Kong - 100% $647 Outdoor advertising
International Limited agent and
investment holding
EkPES AR AT B 6477T FPONESERIE
NI E R
Shanghai Media Partners People’s - 91.5% US$1,800,000  Advertising agent,
International Ltd. (Note 1) Republic of advertising licensor
China and licensee, and
advertising
consultant
LtEtEERSES AR AT REAR 1,800,000 7T BERRE - ES
(f7E1) SRR BEEg AR A -
AR B & B
Nanjing Media Partners People’s - 87.6% RMB68,500,000 Advertising agent
International Public Republic of and advertising
Transport Advertising China consultant
Co., Ltd. (Note 2)

ARERARES REAR 68,500,000 A R ¥ BEERER
BRAR (HH5E2) ! [& = R
Chongging MPI Public People’s - 60% Us$500,000 Advertising agent
Transportation Advertising Republic of and advertising
Co., Ltd. (Note 3) China consultant
BEREBRERARES hEAR 500,0003 7T BERIER

BRAF (PHFE3) M J& S ]



108 | Media Partners International Holdings Inc.

NOTES TO THE FINANCIAL STATEMENTS
81 75 i 2% MY =

(Expressed in Hong Kong dollars) (L& AENr)

15.INVESTMENTS IN SUBSIDIARIES (continued) 15. R BARIZIRE (&
Place of Issued share
incorporation/ Proportion capital/
establishment of attributable registered Principal
Name of company and operation equity interest held capital activities
Al B R EBITRA
NCIECE ¥ i B Fr it IR FELL 5 A& FEXK
directly indirectly
B B
Chengdu MPI Public Transport People’s - 50% US$500,000 Advertising agent
Advertising Co., Ltd. Republic of and advertising
(Note 4) China consultant
REBBR AR ES REAR 500,0003 7T EERER
BRAE] (HtsEa) FFRIE & A ]
Best Reward Venture Limited  British Virgin - 75% Us$3,000 Advertising agent
Islands
RBRLES 3,000% 7T EERE
Metrolink Investments Ltd. British Virgin - 100% US$200 Investment holding
Islands
RERIES 2003 7T REER
Metro-ads International Hong Kong - 100% $500,000 Investment holding
Limited
ERREEEFEARAR & 500,0007T REER
Shanghai Metroads Advertising Hong Kong - 100% $2 Dormant
Company Limited
FRERMERERR AT B 27T 2R
Chalkwell Limited British Virgin - 100% US$1  Investment holding
Islands
RERIHES 1E7T REER
Media Partners International Hong Kong - 100% $2  Outdoor advertising
(Hong Kong) Limited agent
BEEBKHERAR Eiy 27T FINEERIE
Signmaker Company Limited Hong Kong - 100% $2  Signage production

and maintenance

BB 27t REREEESE
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(Expressed in Hong Kong dollars) (L& AEN)

15.INVESTMENTS IN SUBSIDIARIES (continued) 15. R BARIZRE (&
Place of Issued share
incorporation/ Proportion capital/
establishment of attributable registered Principal
Name of company and operation equity interest held capital activities
ALV DAY EBITRAE
NE)EH ¥ i B FRr it IR FELL 5 AAfEA FEX
directly indirectly
B EiEE3
Intercontinental Outdoor Hong Kong - 100% $20 Outdoor advertising
Advertising (H.K.) Limited agent
o 207T FINESEHRE
Sports and Outdoor Media Hong Kong - 100% $2 Dormant
(HK) Limited
Ei 27T B
Beron Limited British Virgin - 100% US$1  Investment holding
Islands
KBRS IE" BB
Media Partners International Hong Kong - 100% $2  Investment holding
Group Limited
B 27T BB
Livebrand Networks Limited Hong Kong - 51% $500,000 Audio-visual
equipment

development
and application

o 500,000 ® & & EFHEMER

Mei Ti Bo Le Group Limited Hong Kong = 100% $2 Dormant

B 27T HEER

Media Partners International Hong Kong - 100% $2 Dormant
Production Limited

HRAEEUEFR AR B8 27T HEax

Media Partners International Hong Kong 100% = $2 Dormant

Holdings Limited
BB 27T BEER
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(Expressed in Hong Kong dollars) (L& AENr)

15.INVESTMENTS IN SUBSIDIARIES (continued)

Notes:

(1)

)

®3)

Shanghai Media Partners International Ltd. (“SHMPI") was
established in the People’s Republic of China on 28 December
1995 as a sino-foreign equity joint venture with a term of 15
years. In July 2000, SHMPI changed its legal structure from a sino-
foreign equity joint venture to a sino-foreign co-operative joint
venture.

On 11 November 2002, the Group submitted an application to
the relevant PRC government authorities for approval of a
proposed amendment to the Joint Venture Contract (“JV
Contract”) and Joint Venture Articles (“JV Articles”) of SHMPI.

Pursuant to the proposed amendment to the JV Contract and
the JV Articles, the registered capital of SHMPI would be increased
by US$13.5 million (approximately $105,300,000) from US$1.8
million (approximately $14,040,000) to US$15.3 million
(approximately $119,340,000) whilst the total investment in
SHMPI would be increased by US$43 million (approximately
$335,400,000) from US$2.5 million (approximately $19,500,000)
to US$45.5 million (approximately $354,900,000). The proposed
increased amount of US$13.5 million (approximately
$105,300,000) in the registered capital of SHMPI would be
contributed by Media Partners International Limited pursuant to
the proposed amendment to the JV Contract and the JV Articles
of SHMPI.

As at 31 December 2002, the application has not yet been
approved.

Nanjing Media Partners International Public Transport Advertising
Co., Ltd. (“NJMPI") was established in the People’s Republic of
China on 22 March 1999 as a sino-foreign co-operative joint
venture with a term of 15 years. The Group is entitled to 80% of
the profits of NJMPI for the first six years from 22 March 1999.
Thereafter, the Group will be entitled to 50% of the profits of
NJMPI.

Chongging MPI Public Transportation Advertising Co., Ltd.
("CQMPI") was established in the People’s Republic of China on
23 September 1999 as a sino-foreign co-operative joint venture
with a term of 30 years. The Group is entitled to 80% of the
profits of CQMPI for the first eleven years from 23 September
1999. Thereafter, the Group will be entitled to 60% of the profits
of CQMPI.

15. RMB AR ZRE (&
P 3 -

(1)

tatgakPESARAR AT ERE
[ LR R —NANAEF+—H
“HN\BAEREARKMERZ S K
TIHIEEEEDRE  FHR/ISEF - R
ETTFLH - LEERINE X
BB B RKPIEERELENS
—RPIEEREDRE

R=TE=F+—A+—0  AEEMH
PERAARE BERAE - Bk

RS ERERLN CATHE
WIAEaH) RAEEEMAUATHE

BIaaMmil) 2 ZRERT -

BRIBRZHEEEHREEMAA 2B
bR o FME ARG H
1,800,000 7T (#714,040,0007T) & A1
13,500,0003 7T (49105,300,0007T) &
15,300,000 7T (49119,340,0007T)
mEBSEBARSH ZRKEESEH
2,500,0003E 7t (#919,500,0007T) A1
43,000,0003 7T (49335,400,0007T) &
45,500,000 7T (49354,900,0007T) °
BRENz EESMEERSTIMER
13,500,0003 7T (47105,300,0007T) #
RiEHEESERA RBREBERE]
2 ESaRSHEESHREEHRE
ﬁ o

R-ZZEZT-F+=—A=+—H  F@EH
RIERE

BAREBRRSARESERAA AT
S (R EERS) R—AANE=
AZ+=B&EFREAREMBKILAS—
KPIINEIEEERE - FHRISE - I
—hAhE=A -+ -_BHiEsE N F
AEBERIDEERIGREES 2 %A
80% ° Hig - REE R 515 R iEHIK
25 H50% ©

BEERBRALAREEERAR AT
[ EEEREED R —ANNFR
A +=BAEHREARKMERLZS—
RPIBIEREDRE - FHR30F - R
—ANNENRAZT=BRFET—
F o AEER DIEEERBEE LGN
80% ° Hi% - REBA DIEEE KA
4245 H60% °
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(Expressed in Hong Kong dollars) (L& AEN)

15.INVESTMENTS IN SUBSIDIARIES (continued) 15. AMB AT ZRE (&

Notes: BEE -

(4) Chengdu MPI Public Transport Advertising Co., Ltd was established (4) PREPERAZMAREEARARN-Z
in the People’s Republic of China on 20 March 2002 as a sino- ToFE= AT AEREARKEMEK
foreign co-operative joint venture with a term of 30 years. TR—RKPINEIERERE - FHR30

F o
16.INTEREST IN ASSOCIATES 16. Bt & A RS
The group
REE
2002 2001
$'000 $'000
Fr T
Share of net assets other than goodwill 215%& 2 FE FHEERIN 2,786 4,760
Place of Attributable
incorporation Issued proportion
Name of company and operation share capital of equity interest Principal activities
SRR B
NEEHE & i B B ETIRA A AR REEE 451 FEXK
directly indirectly
HiZ i
POAD Group Limited Hong Kong $1,000 - 49%  Provision of advertising
("POAD") B8 1,0007T production and agency
services
RIEEERIE
R AR TS
17.INVESTMENTS IN JOINTLY CONTROLLED ENTITIES 17. REREFHERZRE
The group
REEH

2002 2001
$'000 $'000
Fr T

Share of net assets other DMEEEFE FERIN
than goodwill 61,595 60,115

Amounts due from a jointly JEYT L[R2 | & B Fk I8

controlled entity 18,692 18,692

80,287 78,807
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(Expressed in Hong Kong dollars) (L& AENr)

17.INVESTMENTS IN JOINTLY CONTROLLED ENTITIES
(continued)
Details of the group’s interest in the jointly controlled entities

17. AHFEZEHERZRE (&

REEFTHEA L REGERED 215

are as follows: LU
Place of Particulars Group's
Form of  incorporation/ of share of
business establishment registered profits or Principal
Name of company structure and operation capital losses activities
R dAfER  AEESME
DRER EBRE SE Sk H#E  ENYER TEXK
Guangzhou Yong Tong Co-operative  People’s Republic RMB23,400,000 #32.5% Outdoor
Metro Advertising joint venture of China advertising
Company Limited agent
BMEcRES RERELE REAR 23,400,000 FINEERRE
BRAR] $AE AR
Shanghai Metro-ads Co-operative  People’s Republic US$2,100,000 Outdoor
Advertising Co., Ltd joint venture of China advertising agent
EEREES AERERE REAR 2,100,000 FINEERE
BRAR HFNE %
Shanghai Zhongle Vehicle Equity  People’s Republic ~ US$300,000 Vehicle
Painting Co. Ltd joint venture of China signage
production
LERERERRER RERERE REAR 300,000 AEREEREIE
SUEBRRA HAE =

#  Held through a wholly-owned subsidiary which has contributed
100% of the registered capital.

The Group’s interest in Guangzhou Yong Tong Metro Advertising
Company Limited (“Guangzhou Metro JV") is held under a joint
venture agreement dated 26 August 1999. The Group obtained
the approval for the establishment of Guangzhou Metro JV on 9
March 2000. Throughout the joint venture period, the Group is
entitled to share 32.5% of the financial results and net assets of
Guangzhou Metro JV in accordance with the terms of the joint
venture agreement. The joint venture is for a period of 10 years
from 10 May 2000 to 10 May 2010.

*  Held through a wholly-owned subsidiary which has contributed
100% of the registered capital.

# BBERBUTRAMEARZ 2ENELE]
#H -

AEE IR —NANFNNA 1)
R 2 & 1R i BB K
BEEBRAE] (U TR BN KE])
IR - FEBFER —FFEEF=AN
&R EINKE - RE SRR - &
KR RIEE S 1R 8% IR MG &
I 232.5% R 5 R A R B EEFIE »
EENH —_FEEFLATAEE"F
—FFRATHIE  BEI0F -

* BBERBTEAMERNZ 2 ENELE]
FFH e



NOTES TO THE FINANCIAL STATEMENTS
8 75 R 2% B =
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17.INVESTMENTS IN JOINTLY CONTROLLED ENTITIES

(continued)

Shanghai Metro-ads Advertising Co., Ltd. (“Shanghai Metro JV")
was established by a subsidiary of the Group and Shanghai Metro-
Advertising Co., Ltd. under a joint venture agreement dated 2
July 1993. Throughout the joint venture period, 3% and 22% of
the total net sales of Shanghai Metro JV are to be paid to Shanghai
Metro-Advertising Co., Ltd. and Shanghai Metro Operation Co.,
Ltd., an entity related to Shanghai Metro-Advertising Co., Ltd.,
respectively, as a guaranteed return. The profit or loss after
taxation of Shanghai Metro JV, after payment of the guaranteed
return, is shared by the subsidiary of the Group and Shanghai
Metro-Advertising Co., Ltd. in the ratio of 90:10, respectively.
The joint venture is for a period of 18 years from 7 December
1993 to 6 December 2011.

Notwithstanding the contribution of 100% of the registered
capital and the profit sharing arrangements of Shanghai Metro
JV, the Group accounts for this investment as a jointly controlled
entity as it only has joint control of the board of directors.

** Held through a wholly-owned subsidiary which has contributed
40% of the registered capital.

Shanghai Zhongle Vehicle Painting Co. Ltd (“Shanghai Production
JV”) was established by a subsidiary of the Group and _F/&12X
JTEHFIE 2 A R 2~ &) under a joint venture agreement in 2002.
The Group obtained the approval for the establishment of
Shanghai Production JV on 28 September 2002. Throughout the
joint venture period, the Group is entitled to share 40% of the
financial results and net assets of Shanghai Production JV in
accordance with the terms of the joint venture agreement. The
Jjoint venture is for a period of 15 years from 28 September 2002
to 27 September 2017.

Amounts due from a jointly controlled entity of $18,692,000
are non-interest bearing, unsecured and have no fixed terms
of repayment. These amounts represent part of the total cost
of purchase of a property in Guangzhou and may not be settled
before 31 December 2003 (see note 38 for further details).

The following supplementary financial information is disclosed
relating to the Group’s jointly controlled entities, Guangzhou
Metro JV and Shanghai Metro JV, which is based on their
financial statements.
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17. REREHERZRE (&

LEEEEESBRAE (U TEE
[EEZEE]) RER—AN=F+A
ZHETuZ G B E s d A EE— 7]
B8 2 7] K £ B & N Al R A
T o RAEHIR] - e EE AR
HEGEN A LG EE S HR LRSS
FIES T FAEEHEFEZ3I% K
22% ' (EBIRGEEIH - FIGEEZHH
12 i FIBLET IR S (HREBEIFRE + #5H
KEEEZ [ E N F] K I EE N F]
1£90:10.Z LBl 5 - & &R — 11
ZFEF-_A+tAEE—T——F+—f
INHIE  BEI18F o

BEZBUTEAMER - MABLEE
B2a AL - 18 R E B2
EFRHAREE  HZRRES)
RHFEFIEBARK -

** EBHEA0% AR 2 BB L A]
fFH e

g R 2 B RIS S B E R A A
(AT LSRES &%) TIRIE
R-ZFLE - FEIUZEEPEF#EAR
EE— 1B L Bl R )R {ER T
IEZBRAGIHFEIKT o FEFER =
FEE—FAA=FNHEREL T L5
BEA S - REZHIR - AEBHA
RIEA S 1P 3% 2 (KX M LG RSE
BB T40% A R EEFE -
AEHR—FE—FAA=—F/HEZ
—E—+tFNA=+EHI  BHI5
£ o

FEUS LRI HI B S ~ 2IE18,692,0007T
AR RERWT  BEETERE - %
EREABEEMNYEZ DR -
AVEBR -_EZE=F+_H=+—HAl
ST (A sFIE R HIFE38) ©

AT BB RE ARG BB RN KGR
K EBER 2 MFEMEER - THRIEZ
FERE 2B RK AR o
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(Expressed in Hong Kong dollars) (L& AENr)

17.INVESTMENTS IN JOINTLY CONTROLLED ENTITIES 17. AHEEZEFIERZRE (&

(continued)
Guangzhou Metro JV B MKE
Results for the years ended 31 December 2002 and 2001 BE_TE_FR-_FFT—F1+-_H=
F—HIFFEZRE
2002 2001
$'000 $'000
P Tt
Turnover EEER 47,412 37,490
Loss from ordinary KR T
activities before taxation bR A ES 1R (9,375) (4,960)
Taxation 18 - _
Loss for the year REEEE (9,375) (4,960)
Assets and liabilities as at 31 December 2002 and 2001 REIFE—FR-FE—F+ - H=+
—HZEEREE
2002 2001
$'000 $'000
T Tt
Non-current assets ERENEE 20,706 21,787
Current assets mENEE 6,401 15,674
Current liabilities mEAE (5,705) (6,684)

21,402 30,777
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(Expressed in Hong Kong dollars) (L& AEN)

17.INVESTMENTS IN JOINTLY CONTROLLED ENTITIES 17. AHEEZEFIERZRE (&

(continued)
Shanghai Metro JV tigEg
Results for the years ended 31 December 2002 and 2001 BE-_TE_FR-_FT—F1+-H=
F—HIFFEZRE
2002 2001
$'000 $'000
Tt Tt
Turnover o 70,101 65,677
Profit from ordinary activities REER
before taxation BRA5 A g ) 21,082 18,920
Taxation I8 (6,618) (5,757)
Profit for the year REE @A 14,464 13,163
Assets and liabilities as at 31 December 2002 and 2001 RIFEE—FR-FE—F+ - H=+
—HZEEREE
2002 2001
$'000 $'000
P Tt
Non-current assets ERBEE 9,521 14,783
Current assets MEEE 39,390 29,287
Current liabilities mEAE (21,130) (20,367)

27,781 23,703
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(Expressed in Hong Kong dollars) (L& AENr)

18.ADVERTISING RIGHTS 18. IR BB FE FH#E
The group
REH
$'000
T
Cost: RS
At 1 January 2002 R_ET_F—-H—H 371,417
Additions NE 22,249
At 31 December 2002 R-EZE-_F+-_A=+—H 393,666
Accumulated amortisation: ZFHINE -
At 1 January 2002 R-EE—F—H—H 110,621
Charge for the year REEREE 29,116
At 31 December 2002 R-_FE_F+-A=+-H 139,737
Net book value: BRI FE -
At 31 December 2002 RZEE_F+-A=+—H 253,929
At 31 December 2001 ATEE—F+ - H=+—H 260,796

Pursuant to agreements signed between certain subsidiaries of

the Group and various companies in the PRC, the Group has
acquired exclusive advertising rights to certain bus routes,
billboards and street furniture in major cities in the PRC. The
cost of advertising rights represents fees paid to secure exclusive
advertising rights over fixed periods of time which normally

range from 5 to 20 years.

The amortisation charge for the year is included in “(loss)/profit
from operations” in the consolidated profit and loss account.

BEAEBEETHBAREZEPENRA
HWARARIERR] ek AEBWEHREE
Ei&*”ﬁ“jiﬂkﬁ BEEw RS
Rt BRAVEEEAE - EREHAE
Z AR AN B TSR — B B E HAE
(BN FS5E2051%F) A Z BRI E
BERAECZER -

FRBHBEEINAGEBRRT L
(B518) s #] 1B B

S
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(Expressed in Hong Kong dollars) (L& AEN)

19.GOODWILL 10. 558
The group
rEE
$'000
FHET
At 1 January 2002 R-ZZEZE-_F—H— EI -
Addition through increase in FiREFR—ENE N
interest in a subsidiary M 2 HB(E 3,059
Amortisation i (186)
At 31 December 2002 R-TETE_F+_-_H=1+—H 2,873
Addition of goodwill during the year under review related to 7 [B1 B8 F A 2 7 B 1 {8 J53#%3,500,000
the acquisition of the remaining 5% interest in Metrolink from TTRER D SRR EMetrolink 82T
the minority shareholders for a consideration of $3,500,000. 5% EEmmER o WiER - AKER
The acquisition resulted in an increase of the Group’s equity Metrolink Z & FR95%12 = 100% ° X
holding in Metrolink from 95% to 100%. The transaction was SER_ZTTE_FATERATK -
completed on 17 June 2002.
Goodwill is amortised on a straight-line basis over a period of FERNFF 2N BERRRE - F
9.5 years. The amortisation charge for the year is included in NEEREIAGEBRRTEE (8

“(loss)/profit from operations” in the consolidated profit and 18,/ BFlEEA -
loss account.
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20.ACCOUNTS RECEIVABLE, OTHER RECEIVABLES,

20. RIS BRSR

DEPOSITS AND PREPAYMENTS RN RIR
The group The company
rEE RAF
2002 2001 2002 2001
$'000 $'000 $'000 $'000
Fr T T T
Accounts receivable FEUBR TR 46,475 42,896 - —
The group The company
rEE RAF
2002 2001 2002 2001
$'000 $'000 $'000 $'000
Tt Tt Tt Tt
Other receivables H ft AR R 12,149 11,102 62 -
Deposits for the acquisition WS RS 5 R
of advertising rights ZE® 34,579 186 - —
Utility and AR
rental deposits EHERE 52,925 31,812 - -
Amounts due from joint W& &S
venture partners BERIE 2,910 907 - —
Others H 5,417 6,273 - 3,187
107,980 50,280 62 3,187

The amount of other receivables, deposits, and prepayments
expected to be recovered after more than one year is
$14,639,000 (2001: $7,739,000). All of the other receivables,
deposits and prepayments are expected to be recovered within

one year.

FEERA —F %I E 2 b EWERR - #%
% MIERFKIEA14,639,000T (ZEE

—%F :7,739,0007T) ° FEHARTE EAbFE
WHIE ~ #2e RTENRIESR —FE R

@o
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(Expressed in Hong Kong dollars) (L& AEN)

20.ACCOUNTS RECEIVABLE, OTHER RECEIVABLES,  20. FEUWRERFX « HttEWERR  #ZE& R

DEPOSITS AND PREPAYMENTS (continued) FNFE (&)
An ageing analysis of accounts receivable at the year end is as FIRZ ERBERF IR AT AT -
follows:
The group
rEE
2002 2001
$'000 $'000
T T
Current BNER 15,968 14,554
1 to 3 months overdue BE—==18A 16,164 13,976
More than 3 months overdue BHEA=E A A 14,343 14,366
46,475 42,896
Debts are due within 30 days from the date of billing. EIEEEE A HEFT308 NEIE] -

21.AMOUNTS DUE FROM JOINTLY CONTROLLED 21.FEWHEZEFIERIE
ENTITIES

The amounts due from jointly controlled entities are interest JEW R FIE e IB AR B R K
free, unsecured and repayable on demand. - WEREKEER -

22.AMOUNTS DUE FROM MINORITY SHAREHOLDERS  22. Ut > & iR RN IR

The amounts due from minority shareholders are non-interest JEM A BIR R F IR R B R A
bearing, unsecured and repayable on demand except for WARERFER - #HH2,674,000
amounts of $2,674,000 (2001: $4,558,000) which are interest TT(ZZFZE—4 : 4,558,0007T) Z FKIH
bearing at a rate of 2% per annum. B FEFR2EAHEF S -

All amounts due from minority shareholders are expected to TEEAFT A R DB R FIB AP —F A
be recoverable within one year. KCER o

23.AMOUNTS DUE FROM/(TO) RELATED COMPANIES 23. B (FEfY) BBE A RIRE

The amounts due from/(to) related companies are interest free, FEU (FEf) BB A RFIEY AR B N

unsecured and repayable on demand. B - WEARERKEER -
24.PLEDGED BANK DEPOSITS 24 BIRMBITER

Pledged bank deposits represent deposits placed with banks as EHEMRITEREERAEEREER

security for banking facilities made available to the Group (note RITEE 2 RITFER (7526) -

26).
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25.CASH AND CASH EQUIVALENTS

25 RERERREIAR

rEE FiN/NE]
2002 2001 2002 2001
$'000 $'000 $'000 $'000
Fr Tt Fr Tt
Deposits with banks and RITREAM
other financial institutions AR T 117,890 3,069 56,809 -
Cash at bank and in hand RITRFHERE 43,519 42,188 2,537 1
Cash and cash equivalents BEABRZ
in the balance sheet (note (a)) BeMER
BeBAE (@) 161,409 45,257 59,346 1
Notes: i

(a)

(b)

In July 2002, a subsidiary of the Group entered into an agreement
with Beijing Urban Transit Railway Co., Ltd (“Beijing Light Rail”)
to secure the exclusive rights to operate and market the advertising
media within the Beijing Light Rail System for a term of 18 years
commencing from January 2003. A subsidiary of the Group has
agreed to place aggregate cash equivalents of $74,766,000
(RMB80,000,000) into a jointly controlled bank account for the
construction of advertising media facilities within the Beijing Light
Rail System.

As at 31 December 2002, the Group had utilised $15,054,000 in
connection with the construction of advertising media. The
remaining cash held by the Group under a jointly controlled bank
account of $59,712,000 is included in cash and cash equivalents
of the Group at 31 December 2002.

Cash and cash equivalents include $79,054,000 (2001:
$16,468,000) which is denominated in Renminbi (“RMB”) in the
amount of RMB84,588,000 (2001: RMB17,621,000). RMB is not
freely convertible into foreign currencies. In accordance with the
PRC’s Foreign Exchange Control Regulations and Administration
of Settlement, Sale and Payment of Foreign Exchange Regulations,
in certain circumstances the Group is permitted to exchange RMB
for foreign currencies through banks authorised to conduct foreign
exchange business.

(a)

RZZZ-_F+A - AEE—HHBR
A E AL R T S IR AR AR AT
T8 (b R i) a1 e - BISdE R
BERGEESRB I BREERER
AT E=F— A’ AH18
Fo o AKBEZHBRAAREKRLE
74,766,0007T (80,000,000 A R 2 &
FIRGIEB FABMERITRS « {EATE
LRI R R R E S S RE A -

BE-_ZZ_F+-_A=+—H K&
BE 3RS EEEKREA15,054,000
T o NEEEKRRFIRITIREAIFZ
I8 £ $4%859,712,000 T2 st AR EE R
—EZT_F+_-_A=+—HB2HLRE
FIRSIEE -

e &kERELEE E1579,054,0007T
(ZEZT—4 :16,468,0007T) 2 & %58 -
MZEERAARBE - HER
84,588,000 AR (ZTT — % :
17,621,000 AR¥E) - ARETBEHRA
HIRBINE o iRIE P BIINEE B K5 &
HiE NEREEEERTE  EETE
T ¢ NSRS R R T TN
¥R 2 BITIARE I BINE -
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26.BANK LOANS 26. iRITEM
The group
AEE
2002 2001
$'000 $'000
Fr T
Bank loans RITER

— unsecured — fEIK 7,010 9,346
— secured — BEM 225,143 126,962
232,153 136,308

The banking facilities of certain subsidiaries are secured by ATHEBARIZRITEEN_TZZ
deposits of $196,446,000 (2001: $77,588,000) placed with + A=+ "B Z2R1TER
banks at 31 December 2002. Such banking facilities, amounting 196,446,000 L (=T —4F :
to $509,252,000 (2001: $282,150,000), were utilised in respect 77,588,0007T) tE B o LaltiRIT(E
of bank loans and bank guarantees to the extent of 509,252,000 . (=TT —%F :
$232,153,000 (2001: $136,308,000) and $4,703,000 (2001: 282,150,0007T) HH1232,153,0007T (=
$7,333,000) respectively. T —4:136,308,000m) %

4,703,000t (ZFF—% : 7,333,000
7T) EDRIMIERITER LRI THELR

The secured bank loans of $225,143,000 (2001: $126,962,000) BB ITE 225,143,000 (= EZ

are secured by term deposits of $194,094,000 (2001: —4F : 126,962,0007T) AR FIRITZ

$73,921,000) pledged with banks and guarantees granted by TEHiTFF0194,094,0007T (Z T T —4F :

the Company. 73,921,0007T) RAR RIFTRRH 2 AR
YERIEIR -

All the bank loans are repayable within one year or on demand. FTEIRITEFIIAR —F AR E K

fEI& -

Bl
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27.ACCOUNTS PAYABLE, OTHER PAYABLES,

27. FRASBRRR

HENIRER - 2R

DEPOSITS AND PROVISIONS B
The group The company
rEE ¥ N/NE|
2002 2001 2002 2001
$'000 $'000 $'000 $'000
Fr T Fr T
Accounts payable FERTBR IR 22,507 22,513 - -
The group The company
rEE ¥ N/NE|
2002 2001 2002 2001
$'000 $'000 $'000 $'000
Fr T Fr T
Other payables H A IR 6,633 6,418 - —
Deferred revenue RIEI A 4,502 3,098 = =
Deposits received in advance TaliRE 17,452 20,572 - -
Accrued expenses fEETE A 16,428 13,270 1,786 101
Provision for onerous contracts BRRAEERE
(note 27(b)) Bt (M5127(0)) 12,626 - - -
57,641 43,358 1,786 101
Deferred revenue represents the amounts received at 31 BEWAER T _F+_H="1—

December 2002 before the related work was performed.

Deposits received in advance represent advertising site rental
deposits received from advertisers and advances from
customers.

The amount of other payables and accrued expenses expected
to be settled after more than one year is $1,613,000 (2001:
$2,554,000).

B#ETTHR TR WEZ FR

AR EERBESB 2 BELRE
NEP 2 BNFIE

TEHER —FREEZHEMEMNER KL
FEEHE 51,613,000 (Z2E—4F

2,554,0007T) °
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27.ACCOUNTS PAYABLE, OTHER PAYABLES, DEPOSITS

AND PROVISIONS (continued)

(a) Included in accounts payable, other payables, deposits and

27 B RRRR »
3 NG))
(a) FFARMERR -

BREEEEBERAF | 123

HUEMARR - ZER

HAi AR - 12

accruals are accounts payable with the following ageing B RIETERZENERFERR DT
analysis: W
The group
2002 2001
$'000 $'000
T T
Due within 1 month or —1E A A3kr 25k B HA
on demand 6,211 9,349
Due after 1 month —Z={E AR
but within 3 months 5,364 6,826
Due after 3 months =B A& ZIHA 10,932 6,338
22,507 22,513
(b) Provision for onerous contracts (b) EHREEEBRE
The group
rEE
2002 2001
$'000 $'000
Fr T
Balance at 1 January R—R—RZ#&#% - -
Provision made during the year ZANF[Z & & 12,626 =

Balance at 31 December

Rt -A=1T—HZ#&H

12,626
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27.ACCOUNTS PAYABLE, OTHER PAYABLES, 27. FEATBRFR - HAFEERR - HER
DEPOSITS AND PROVISIONS (continued) BiE (2

(b) SRAEREIRERE ()

(b) Provision for onerous contracts (continued)

At 31 December 2002, the Directors consider that RZBEZE-F+-A=+—H &

certain of the Group’s advertising contracts in Hong
Kong have become onerous when taking into
consideration the market demand for the advertising
space in respect of these contracts, the anticipated
future income from these contracts and the general
economic climate in Hong Kong. Accordingly, a
provision for onerous contracts in the amount of
$12,626,000 has been made based on the excess of
the least net loss of terminating these contracts over
the expected economic benefits to be derived therefrom
in accordance with Statement of Standard Accounting
Practice No. 28 “Provisions, contingent liabilities and
contingent assets”.

ERASELETHEEREANZE
RIS HR - BitrEEAHNA%
W R BEAERBEERRE  EF
REZESNEERARWES -
It RIS ERERIF 285 [#
- IARBERSIAEEIRE &
RIFZES N &IEEEFEBRE
BHRERALENS s ZBIEHEH
AHEET1851512,626,0007T °

28.AMOUNTS DUE TO JOINTLY CONTROLLED
ENTITIES
The amounts due to jointly controlled entities are unsecured,
interest free and repayable on demand.

28. B HEZEHER R

e A REH B R SIRH A% B R EE
o WARBEREEE -
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29.EMPLOYEE RETIREMENT BENEFITS
Set out below are certain particulars of defined contribution
retirement schemes operated by the Group.

29 {E &R IEF
AT A R B R R FR A B
ZETFHE -
(a) FHEIZ1E

(a) Nature of the schemes

The Group participates in Mandatory Provident Fund
("MPF") schemes operated by an approved MPF trustee.
All employees of the Group’s subsidiaries in Hong Kong
make monthly contributions to the MPF schemes at 5% of
the employees’ monthly salaries and the Group makes
monthly contributions to the MPF schemes at 5% to 10%
of the employees’ monthly salaries. The Group’s mandatory
contributions which comply with the minimum
requirements of the Mandatory Provident Fund Schemes
Ordinance will be fully and immediately vested in the
employees’ accounts as their accrued benefits in the
schemes. In respect of the Group’s voluntary contributions
to the MPF schemes for the employees, the employees are
entitled to receive 100% of the Group’s contributions and
accrued interest thereon upon retirement or upon leaving
the Group after completion ten years of service, or at a
reduced scale of between 10% to 90% after completing
one to nine years of services.

The employees of the Group’s subsidiaries in the PRC, are
members of central pension schemes operated by the local
governments in the PRC and these subsidiaries make
mandatory contributions to these central pension schemes
to fund the employees’ retirement benefits. The retirement
contributions paid by the PRC subsidiaries are based on
certain percentages of the employees’ salaries cost in
accordance with the relevant regulations in the PRC, which
range from 9% to 22% (2001: 7% to 22%), and are
charged to the consolidated profit and loss account as
incurred. The Group discharges its retirement obligations
upon payment of the retirement contributions to the central
pension schemes operated by the local governments in the
PRC.

AEBED2MARABHELES
(ATEHERES]) XTABEZ
BESEE - AEEEEWB AR
ZFERE S ABERAFS%R58E
SEIEELHER - MASEINES
BiZRE A#HS%E10%M8EE
ETEEH MR - AEBZEHHER
BeERFFERERAERTEE
52 TBRATE + 5% 558 bl KA ED
REERAREERS  EAFESIR
BTl BRI - ERASEA
REMBESTEIEL 2 8 FEHE
F o BERBIRSRG M FERE
FAAEBER A ESAEE2EH
FEH IR RETFE - MR R —F
ENFRIRLAIFTEREHAKR
FHFIE10%E90% 1 »

AEEFEMNBARIZEEEZM
FR AP B 5 BUN B B 2 AR R RET
gl MZEMBARIARFBRENK
FEIEHBHIER U NEEZ
RIKEF) - PEMMBRARIAXZFZ
RN TIAR IR A BB B4R 7 1= B
BHENAIEEBOLLLFE N F
9% F22% (CEE—F 7%=
22%) 1% EPARELAER
KB o [P Rt 5 BUF B 2 $
JURRETBIHERE - NEBAESL
BRAEMRAKENZEME -
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29.EMPLOYEE RETIREMENT BENEFITS (continued)

(b) Retirement benefit costs for the year were as

follows:

29. RERNER (&

(b) REFEZRIKBRELALT

2002 2001
$'000 $'000
Fr T
Retirement contributions WﬁﬁLﬁ(éﬁ‘iU
payable to retirement RIRETR
schemes 2,840 1,870
Forfeited contributions REALHE
refunded to the Group 2R MR (126) =
Total net contributions payable &z ~HRKETEI
to retirement schemes Z A ERE 2,714 1,870

At 31 December 2002, there were no forfeited RZZEZ-F+-_A=+—H  W&EH
contributions (2001: $Nil), which arose upon employees MMEBREBRARGTEMBEE_SZT_F
leaving the retirement schemes up to 31 December 2002, T A=+—BmRRERA R
available to reduce the contributions payable by the Group AEBREZERCEZ—F: | -
in future periods.
30.TAXATION 30. BiIE
The group
~EE
2002 2001
$'000 $'000
Tt T+
Provision for Hong Kong Profits RFEEERE
Tax for the year NS - 123
PRC tax payable JE TR B 1R 634 1,672
Provisional Profits Tax paid BT E AR = (481)
634 1,314
Tax payable relating to prior years ~ BEBEFE 2 BB (31) 196
Taxation payable FERTRIE 603 1,510
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31.LOANS FROM A FELLOW SUBSIDIARY AND

ULTIMATE HOLDING COMPANY

31. REFAMBER A RRAZRDF
e

The group
REE

2002 2001

$'000 $'000

Tt Tt

Loans from a fellow subsidiary RERBRMBRARZEK = 180,530
Loans from ultimate REREIER AT ZEFR

holding company - 10,447

- 190,977

The fellow subsidiary agreed to waive the interest arising on
the loans, in view of the continued expansion of the business
of the Group, until 9 January 2002 when all these loans were
assigned to the ultimate holding company as explained below.

Pursuant to a deed dated 9 January 2002, all the outstanding
loans from the fellow subsidiary which totalled $180,529,859
were assigned to the ultimate holding company as part of the
Reorganisation. On 9 January 2002, the Company entered into
an agreement with MSCV, the ultimate holding company such
that, prior to the placing of shares of the Company on GEM,
an amount of $105,978,176 representing unsecured loans due
to the ultimate holding company was capitalised. The remaining
unsecured loans due to the ultimate holding company of
$85,000,000 were satisfied by the issue of the Convertible Bond
(note 32).

32.CONVERTIBLE BOND

HRAEE 2 FBTEHRE - WUERR
Bt /B A &) [l B A EE R | & 5% 2 F)
B EHEETTZEF-ANHZZEER
ERT NS KERATAL -

BIRE - FIERERZRARMB AT
BE370180,529,859 T B R —_TT —F
—RANBEI 2 RBEEZETHREIERA
Al RZEZE_F—ANA » ARFEHE
BRPER A RIMSCVET S Wi » RAR
AIERIZEIRBLERMN AT - BN REIE
A& A B 2 EE I E 105,978,176 T &
FTER - ERREMNRLIERAR &K
FE5£85,000,0007T Al| AZETT A[ R A &
% (ff5E32) 2 AR EE -

32. AR ESH

The group and
the company

ARBRALT
2002 2001
$'000 $'000

i F7

Convertible Bond (note 31) AR ES (BIEE31)

85,000 —




128 | Media Partners International Holdings Inc.

NOTES TO THE FINANCIAL STATEMENTS

B ES R AR M AT

(Expressed in Hong Kong dollars) (L& AENr)

32.CONVERTIBLE BOND (continued)
The term of the Convertible Bond is for the period from 9
January 2002 to 31 December 2004. Interest is payable at the
rate of 2.5% per annum, semi-annually in arrears.

The holders of the Convertible Bond have, subject to certain
conditions, the right at any time following the expiry of six
months from 31 January 2002 (i.e. 31 July 2002) to convert
part or all of the Convertible Bond into shares of the Company
at a price equivalent to 110% of the Issue Price of $1.10 per

share.

Unless previously repurchased, cancelled, redeemed or

converted, the Convertible Bond will be redeemed at its principal
amount together with any accrued interest on maturity.

33.DEFERRED TAXATION

(a) Movements on deferred taxation comprise:

32. WK ES (B

AMRES FHH _TT_F—Ah
HEZZZTWNF+_A=+—H " FI&
RER2 SEFE - BFFATHF

B o
o

EREETERET  TRREHFFEA
AR -_ZTZE_F—A=+—HE:
A QI -_FtA=+—HRR)K
Frig 2 EP ek S Al R ER KR AR A
Akt - RIREAREREITEI 10T
110% -

BRIFSEAIC D - GEiH - BEekiik
B BRI AR E S A 70 B B R AR ]
FEETABED -

33 IELERLIE

(a) IEREFIAZE)BIE

The group
rEE

2002 2001

$'000 $'000

T T

Balance at 1 January R—R—Rz#&&H 49 -

Transfer (from)/to the g (8)/

consolidated profit and FiraBEmk (fizze)

loss account (note 6) (49) 49

Balance at 31 December

Rt -A=1t—Bz/&EH




BRBEEEEERAF 129

NOTES TO THE FINANCIAL STATEMENTS
8 75 R 2% B =

(Expressed in Hong Kong dollars) (L& AEN)

33.DEFERRED TAXATION (continued) 33 ELERIE (&
(b) Major components of deferred taxation of the (b) AEEEERETZGETIE
Group are set out below: g
2002 2001
Potential Potential
liabilities/ liabilities/
(assets) (assets)
Provided unprovided Provided  unprovided
REHE REE
BEEE EBEAE
=4 /(BE) R4 J(BE)
$'000 $'000 $'000 $'000
Fr Fr T F
Future benefit of tax R1&Hi k18
losses Z Az = (10,012) = (4,325)
Depreciation allowances FERBEEL
in excess of the related FEREYTE 2 EEE
depreciation - 98 49 -
- (9,914) 49 (4,325)
The net unprovided deferred taxation assets have not been MR RBERENIBEEFEARCE
accounted for by the Group as their future realisation is Wige N TR - A EARR -
uncertain.
At 31 December 2002, the Company has no material RIBEZ_HF+_A=+—8  KQF

unprovided deferred taxation. WREREARBERELETIE -
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34 .MINORITY INTERESTS (. LB RER
The group
rEE
2002 2001
$'000 $'000
T T
Amounts due to e DB R IR
minority shareholders 5,331 8,773
Minority shareholders’ DB R fE
share of net assets HEEFE 15,002 13,665
20,333 22,438
The amounts due to minority shareholders are unsecured, R LERREFIBE AR EREERR -
interest free and are not expected to be settled before 31 WEPAER T =F+_A="1T—
December 2003. HAEE °
35.SHARE CAPITAL 35. R
The following is a summary of movements in the authorised N TRARENEEMRBEITRA . ZE)
and issued share capital of the Company. WE -
Number of
Note shares Amount
i RHEE ol
$'000
T
Authorised: EERA
On incorporation, R-ZZEZ—FT0A
14 May 2001 + /0 B AL () 50,000 50
R_TT—F
At 31 December 2001 +=-—A=+—H 50,000 50
At 1 January 2002 W-EE-%F—F—H 50,000 50
Increase in authorised share capital A TE ML AN IE AN (b) 99,950,000 99,950
Subdivision of ordinary shares into g BRI A A
$0.10 each FR%0.107T (0 900,000,000 -
R-TT_F
At 31 December 2002 +—-—HA=+—H 1,000,000,000 100,000




BEREEEERAR | 131

NOTES TO THE FINANCIAL STATEMENTS
8 75 R 2% B =

(Expressed in Hong Kong dollars) (L& AEN)

35.SHARE CAPITAL (continued) 35. ®A& (2
Number of
Note shares Amount
&+ BHEE gt}
$'000
Tz
Issued and fully paid: ERITRAERA :
R-ZET—FhA
Shares issued upon incorporation, 0 B 5E A S
14 May 2001 BT 2 MAD (a) 1 -
R_ZTE—F
At 31 December 2001 +=-—A=1+—8 1 =
At 1 January 2002 N_EE_F—H—H 1 =
Subdivision of ordinary shares into g AR AT A4
shares of $0.10 each AFR%0.107T (0) 9 =
Shares issued upon Reorganisation BEAREITIRD (d) 999,990 100
Loan capitalisation ERER (e) 639,000,000 63,900
New issue and Placing of shares BATHAR R BLE AR 19 () 213,800,000 21,380
RZTTZF
At 31 December 2002 +=-—A=+—~H 853,800,000 85,380
Notes: =28
(@) The Company was incorporated on 14 May 2001 with an (a) ZIK R-ZTZ—FHA TLP_TIE?HHEZ
authorised share capital of $50,000 divided into 50,000 shares /?EEHXZKZ%SO,OOOTE 2 /50,000
of $1.00 each, of which 1 share of $1.00, credited as fully paid, \’Liﬂﬁﬁfﬁ1 00tz f&fn + A 1A&®E
was allotted and issued. {B1.0070.2 NSRS BRI (H & B B3
&
(b) On 7 January 2002, the authorised share capital of the Company b) RZZFEZFE-_F—H+tH  AQAER
was increased from $50,000 to $100,000,000 by the creation of 99,950,000 % &I HE{E 1 .OOTEZHX@ :
an additional 99,950,000 shares of $1.00 each ranking pari passu #AE RN 50,0007 2 100,000,000
with the then existing shares in all respects. 7T o PHMGRIRIER D mI B E R B AT

BIDFBRSHEF -
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35.SHARE CAPITAL (continued)

(c) On 7 January 2002, by means of a sub-division of share capital,
the par value to the shares of the Company was reduced from
$1.00 each to $0.10 each, and every issued and unissued share
of $1.00 was subdivided into 10 shares (the “Subdivision”).
Immediately after the Subdivision, the authorised share capital of
the Company became $100,000,000 comprising 1,000,000,000
shares of $0.10 each of which 10 shares were in issue.

(d) On 9 January 2002, the Company acquired 1 share of US$1.00
in Polyland, representing the entire issued share capital of Polyland
from MTI in consideration for the issue and allotment of 999,990
shares to MTIl. The Company became the holding company of
the Group with effect from 9 January 2002.

(e) On 9 January 2002, the Company entered into an agreement
with MSCV, the ultimate holding company such that, an amount
of $105,978,176 represented unsecured loans due to MSCV at
30 November 2001 was capitalised and 639,000,000 shares were
allotted and issued to MSCV.

(f)  Pursuant to the listing of the shares of Company on GEM on 31
January 2002, 213,800,000 shares of the Company were issued
by way of a Placing. The excess of the issue price over the par
value of the shares issued has been credited to the share premium
account of the Company.

(g) All shares both issued and unissued rank pari passu in all respects
at 31 December 2002.

Share option scheme (the “Scheme”)

The Company conditionally adopted a share option scheme on
7 January 2002 whereby any employees (whether or not full-
time or part-time and, for the avoidance of doubt, including
the Directors of the Group except Mr Gerald Lokchung Chan)
who, at the sole discretion of the Directors have, subject to the
terms of the share option scheme, contributed to the Group,
may be granted options to subscribe for shares in the Company.
Details of the share option scheme are disclosed in the Directors’
Report.

35.®%& (&)

(0 MZTZ=F—ARtH  ARaAFH
IEA T AR D EE B B 1.00TRE
0.107T + WSS EE.007T 2 E 1T
RARBEITIRDITAE A 108D AT
BIRGOFA]) - RERBROIFHEE
B ADQR)ZIEERAA100,000,000
JT * 9 /1,000,000,000 & EE
0.10c 2D » EF10BRAE TR

{/\ ®

(d) R=ZFZF=F—ANH  AAR]AMTI
WiHEPolyland 1AXEIME1.003E 7T 2 B 17
(BIPolyland & &P E B THRA) + SE[AIMTI
2517 M AL 85999,990% A 19 1E & S HR
B ARRIB-ZTZT=F— ANBRK
BAREEZIERAR]

(e) MZTZE-T—ANH ' ARAIHEEK
TR ABIMSCVEI M Wik - =TT —
F+—A=t+HEMMSCVZ EREE
3£105,978,176 THEFEA » WRAIMSCV
fit 2% N 2%17639,000,000 8 A% {7 ©

f REZZFZ=F—A=1+—AXR2AK
DIERIZER LT ANARIARLE %
77213,800,000R% M%7 - BE1TEREE
BIRMEEZZBCAARRR 2B
A ERR o

(90 R—_ZEZT-_F+—-A=+—H" a2
BIIRAKREBETROES TEHEERE
TR -

BT & (BT &)

ARBR—_ZFZF_F— A LHAKTH
KRB ERT 8 EFA2RIIFRIE
e S At SNDEIRN SNy i
ERISRBIES ElHABRERER
FENIIZAEEER) X TRAIRBA
DRI 2 iR o BERERT 8l 2 1B
HNEFEHRSE -
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35.SHARE CAPITAL (continued) 35. ®R& (&

Share option scheme (the “Scheme”) (continued)

The maximum number of shares in respect of which options
may be granted under the Scheme must not exceed 30% of
the total number of shares of the Company in issue from time
to time.

Pursuant to a written resolution of all the members of the
Compensation Committee dated 20 May 2002 and 13 August
2002 respectively and the minutes of a directors’ meeting dated
13 August 2002, the Company granted options to subscribe
for a total of 18,448,000 shares of the Company at exercise
price of HK$0.62 per share.The options granted are exercisable
during the period from 14 August 2003 to 13 August 2012,
both dates inclusive.

As at 31 December 2002, the number of shares under option
outstanding is 17,328,000. During the year ended 31 December
2002, an aggregate of 1,120,000 options granted during the
year lapsed upon the termination of the relevant employees’
employment with the Group. No options were exercised during
the year ended 31 December 2002.

BRESE8 ((BRETE) (&)

RIBF BRI B 2 BB R TS A0 4B 2L
MMFEBRA R TR EITRNDEHZ
30% °

AR EMABRRMN_ET_F\H
T=RESSRLE  AQFEETA
1B TFEERR0.62 TR 4 2£18,448,000
AR RIAD < EARHE - ZEERTZ
EﬁHX%—JE/\_g’%’é_Eﬂﬂ +HAE=

——FN\A+=R BEEEMA) &
RTT{E ©

RZFEE-F+=-A=+—8 " HKT
ﬁﬁ%ﬂﬂ%ﬁﬁﬂxfﬁ%{ B /417,328,000

cHE—TT-F+-_A=+—HIt
Eﬁ FEREHZ1,120,00017 B
EREBEETHEBMAEEMLAN -
HE-_ZTT-_F+-_A=1+—HIFE
I B ATTIEREARHE o
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36.RESERVES 36. &
(a) The group (a) ~&EE
Other
Share Merger capital Revenue
premium reserves reserves reserves Total
RAEE aftffE  HEERRE LON-1 &z
$'000 $'000 $'000 $'000 $'000
T T T T Tr
At 1 January 2001 RZZZ-F-f-H = 255,466 (61,518) (57,385) 136,563
Profit for the year KERGH - = = 23,387 23,387
At 31 December 2001 W=ET—44+=-A=+—H = 255,466 (61,518) (33,998) 159,950
At 1 January 2002 n-FF-R—F—H = 255,466 (61,518) (33,998) 159,950
Capitalisation of
shareholders' loans ~ FRREFERL 42,078 - - - 42,078
Share premium
arisingonissue of  ELERMFMAES
placing shares LB E 213,800 - - - 213,800
Share issue expenses  E{TRIAFX (22,163) - - - (22,163)
Movements arising
from the
Reorganisation BfELE = (100) = = (100)
Loss for the year rEERR - - - (29,941) (29,941)
At31December 2002 W-EE-F+-A=1-H 233,715 255,366 (61,518) (63,939) 363,624

Other capital reserves represent the excess/shortfall of the cost
of investments in subsidiaries and associates over the
appropriate share of the fair value of the net tangible assets
acquired by the Group at the date of acquisition.

Merger reserves represent the amount of reserves of subsidiaries
that has been capitalised as a result of share-for-share
exchanges. The movement in merger reserves during the year
ended 31 December 2002 represented the excess of the par
value of the shares of the subsidiaries which the Company
acquired over the par value of the Company’s shares issued in
consideration thereof.

SN ENCACEENN PN NG
ZIRERA - BN ERAKBEREER
WIEE BMBABEEFEZARE
(8

B REEENB AR BRI mBIEER
KZHEE R_TE—_F+_A=+
—BIFEZEHREBEBIEARQTIM
WHEWB A RN EEBARNARES
REZEBTROEEZEZE -
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36.RESERVES (continued)
(a) The group (continued)
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36. it (&
(a) &&E ()

2002 2001
$'000 $'000
Tt T+
(Loss)/profit for the year B N ARIRFARE Z
is retained by: (B518) s -
— The company and — RARERHWBAF]
its subsidiaries (28,511) 12,835
— Associates i WNE] (1,974) 4,390
— Jointly controlled entities HEZEHIE R 544 6,162
(29,941) 23,387
Included in the figure for revenue reserves at 31 December BE-_TT_F+-_HA=+—HzZ

2002 are reserves of $2,416,000 (2001:
attributable to associates and reserves of $9,372,000 (2001:
$8,828,000) attributable to the jointly controlled entities.

$4,390,000)

Hw\ﬁ%{% VAL AN
2,416,0007T (ZFF—4 : 4,390,000

TC) R EAE LR PSR R R
9,372,0007T (= FF—4 : 8,828,000

JC) °
(b) The company (b) & F]
Share Revenue
premium reserves Total
R AR E ONEE] #Et
$'000 $'000 $'000
Tt Tt Tz
Loss for the period AN 1R = (113) (113)
At 31 December 2001 NZEE—F
+=—HA=+—H - (113) (113)
At 1 January 2002 R-EE-F—H—H - (113) (113)
Capitalisation of
shareholders’ loans BRERERERE 42,078 = 42,078
Share premium arising Ae & AR 10 AT
on issue of placing shares EEZBRARE 213,800 = 213,800
Share issue expenses BT X (22,163) = (22,163)
Loss for the year REFEE — (5,606) (5,606)
At 31 December 2002 R-ZE_F
+=B=1+—H 233,715 (5,719) 227,996




136 | Media Partners International Holdings Inc.

NOTES TO THE FINANCIAL STATEMENTS
81 75 i 2% MY =

(Expressed in Hong Kong dollars) (L& AENr)

37.COMMITMENTS AND CONTINGENCIES

7. FZERBARIEE

(i) Commitments under operating leases (i) KEHEEHRIE

At 31 December 2002, the Group had total future minimum RZZEZT_F+=—A=+—H =K

lease payments under non-cancellable operating leases SERBIAHELEHEMAR

payable as follows: T HR X 2 &K & LR

LU
2002 2001
Site Site

Property rentals Total Property rentals Total

nE EEUEE @5t W% EENEE @t

$'000 $'000 $'000 $'000 $'000 $'000

Tr Tr Tr T T Tr

Within one year —FRQ 1,962 63,572 65,534 2,823 69,079 71,902
After one year but  —%Ff%

within five years BREFR 320 117,622 117,942 1,134 91,064 92,198

After five years  TiEEfE - 380564 380564 - 29,006 29,006

2,282 561,758 564,040 3,957 189,149 193,106

The Group leases a number of properties and advertising
sites under operating leases. The leases typically run for an
initial period of one to eighteen years, with an option to
renew the lease upon expiry when all terms are
renegotiated. Certain leases contain a contingent rental
element which is based on advertising fees receivable from
customers.

AEBRBEEHERRZEYE
MEEM - ZFHE—RILSH
—EZ+)N\F - WA REEEmRE
BB BRETHEENE °
ETHEASAEE - HIRER
EFESERMERE
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37.COMMITMENTS AND CONTINGENCIES (continued) 7. RIERHRAER (&
(ii) Other commitments (i) EfbEE

As at 31 December 2002, CQMPI, a subsidiary of the Group
was a party to an agreement with its PRC joint venture
partner to pay an annual fee in respect of the granting of
certain bus media rights of $5,327,000 (RMB5,700,000).
The agreement is for the period from 1 November 1999 to
22 September 2029. $5,327,000 (RMB5,700,000) (2001:
$7,850,000) is due within the next twelve months,
$28,037,000 (RMB30,000,000) (2001: $31,402,000) is due
after one year but within five years and $31,963,000
(RMB34,200,000) (2001: $23,552,000) is due after five
years. The aggregate amount payable by the Group to the
PRC joint venture partner up to 31 December 2010 is
$65,327,000 (RMB69,900,000) (2001: $62,804,000). For
the years from 2011 and onwards, the annual fee will be
determined through commercial negotiation between
CQMPI and its PRC joint venture partner. In view of the
above, the commitments mentioned above have not taken
into account the annual fee to be payable by CQMPI to its
PRC joint venture partner during the years from 2011 to
2029 as the amounts payable cannot be reasonably
estimated.

The above commitments are not included in the operating
lease commitments disclosed in note 37(i) above.

RZZEZE-_F+=-A=+—H &
SE—HHBAREEEERLtH
,H\EF B&EBHEI e - BATE
A TE g A 5,327,000
7T (5,700,000 A RE) F & - {357
H—ANANF+—A—BEZZ=
NEABZ+=H - RAK+ 1A
AZE3145,327,0007T (5,700,000 A
R&) (ZEZ—% :7,850,000
T R—FERERFANEXM
28,037,0007T (30,000,000 A %)
(ZZTZ—4 : 31,402,0007T) © M
MREF#%AZEZ1$31,963,0007T
(34,200,000 AE#®) (=TT —% -
23,552,0007T) - AEEHE—T—
EF+-_A=+—HEAXHEH
65,327,0007T (69,900,000 A %)
(ZZTZ—4 : 62,804,0007T) F%
FEEERY AT ——F8 -
FEEHEFEBALHEEFTRE
ERHCEEERET - ARIT
A S ETEFT RS - W bR ET
B REEEEAYEH-F——
E:@_ “HhEREFEEERBHE
XN EE -

AR N B EXXHEE37()
PR EE 2 S TH S AGE -
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37.COMMITMENTS AND CONTINGENCIES (continued)

(iii) Capital commitments

(a)

(b)

At 31 December 2002, the Group had capital
commitments in respect of the acquisition of fixed
assets and advertising rights not provided for in the
consolidated financial statements as follows:

7. RZIERBARER (&
(iii) B AEIE

@)

RZFFE_F+ZA=1—
A AREEREMBREAL
EELRBERKEETAE
R AR B (E A 2 BAASE -

2002 2001

$'000 $'000

Frx Fx

Contracted for EIES) 42,178 =

Authorised but not contracted for EH#LAEBRETLY - -

42,178 -

At 31 December 2002, the Group had the following (b) E@:g T F+-_A=+—

capital commitments in respect of investments in C REBA THmARKILZ
subsidiaries which have not yet established. W%R AIRE 2 BEARAIE -

Media Partners International Limited (“MPIL"), a
subsidiary of the Group entered into a co-operative
joint venture agreement with an independent third
party in 2002 to establish Shenzhen Media Partners
International Advertising Limited (“Shenzhen MPI")
whereby the Group shall contribute 49% of the total
registered capital of Shenzhen MPI. The 49% agreed
contribution amounts to US$147,000 (equivalent to
approximately $1.1 million). At 31 December 2002,
Shenzhen MPI has not yet been established.

(M

REE 2 B Rk EE
EBRA R CATERE (158 /JE
PE-—FBIE=ERNZ
T oFENAEEEHZ
MARYIHBEERERRA
(AT 5% DRYIE R ag]) -
REEFFARINEBRES
EEMEARZ49% o Eii49%
WEFEER147, ooo%ﬁ(ﬂj

%1,100,0007T) - RZEE
_i—I—_Hf‘f’ B ORI

RBIRZE R AL ©
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37.COMMITMENTS AND CONTINGENCIES (continued)

(iii) Capital commitments (continued)

)

MPIL entered into a joint venture agreement with an
independent third party in 2002 to establish a joint
venture in Guangzhou whereby the Group shall
contribute part of the total registered capital of the
joint venture in the amount of approximately
RMB6,000,000. At 31 December 2002, the joint
venture has not yet been established.

(iv) Contingent liabilities

(a)

(b)

At 31 December 2002, the Goup had contingent
liabilities amounting to $4,703,000 (2001: $7,333,000)
in respect of bank guarantees given to independent
third parties in the ordinary course of business to ensure
the due performance of a subsidiary and observance
of the obligations of the subsidiary to certain
agreements.

At 31 December 2002, guarantees given by the
Company to banks to secure banking facilities made
available to the subsidiaries amounted to
$166,729,000. (2001: $Nil).
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7. ZERRAIEE (&
(iii) BAEIE (B

2)

BERSHE—ZBIE=FERN
—ET_FIIVAEHE R
BN —&&ERE  AEE
BEAZAEE DR EEEME
ANE A 496,000,000 A REE o A
—EE_F+-_A=t+—8"

ZAERBIRARKIL °

(iv) KA EE

(a)

(b)

RZEE_F+_RA=+—
H AXEBZ2ABES K
4,703,000 (ZEZT—F :
7,333,0007T) ° ZAREED
AEEEREEBRMBELE
ZEERZRITER - ER
—Hf B AR ZEEIT REST
ETHEREZMNBRRICE
£

RZEE_F+_RA=+—
H AAARRITERERH
166,729,0007C 2 iR (ZFF
—&F |\ FHBAFRERE
RITEE -
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38.MATERIAL RELATED PARTY TRANSACTIONS B.ERABEALIRS
The following transactions represent material and significant BEEERT  NIIRRNEEEEEA
related party transactions between the Group and related parties TEIVEAREEZHEALRS

identified by management:

In the Directors’ opinion, the transactions noted below were BERR - MRS NHERABEBPIZ
entered into in the ordinary course of business and on normal —RRE R IRTKET AL ©

commercial terms.

2002 2001
Note $'000 $'000
& Fr T
Income iz
Management fees for accounting, KB TARRZ
administration and other related SHRITHEEER
service fees from REMIBERBEER (@)
- Guangzhou Yong Tong Metro — BNt KiE
Advertising Company Limited BEERAR (I 4,311 4,114
- Shanghai Metro-ads — EBERME
Advertising Co., Ltd. EERRAT () 3,960 3,960
~ Market Catalyst International — EEMIERE
(Shanghai) Ltd. (E8)BRAT (In - 449
8,271 8,523
Advertising and other RETHARZES
related service fees from REMBAREE (b)
— Chinese Domain Name — B
Corporation Limited BRAH (1 & V1) - 220
- Market Catalyst International — BEMERE
(Hong Kong) Limited (BE)BRAR (I 79 2,400
79 2,620
Agency commission 7 T 51 2 Al BB U
income effectively received from ZRERENES (©
- KERARBRAT — KEERRR
BRDA (In) - 437
Loan interest income ) T 51 A T IER
received from: ZEFMNEWE

— Minority shareholder — DERR (d) 70 108
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38.MATERIAL RELATED PARTY TRANSACTIONS 38.EXEEALRS (&)

(continued)
2002 2001
Note $'000 $'000
Fid T T
Expenses (553
Advertising and other BEREM
related services 1RERR (b)
- Shanghai - bBgiE
Production JV BEbE () 1,318 =
— Market Catalyst — BEMGRE
International (Hong Kong) Limited (&H) BRAR () 277 -
- POAD — POAD (V) 510 -
2,105 =
Office rentals AT TINRALZ
payable to YN ity (@)
- Hang Lung Real Estate — EEMERE
Agency Limited BRRA (Iv) 555 695
~ Nobel State Company Limited — B ARANE (1) 789 463
1,344 1,158
Administrative fees payable to AT TIRAZITRER (f)
— MTI Administration Limited - RERREEREARAR () 832 -
Consultancy fees payable to AT TIAAERE (9
- Springfield Financial Advisory Limited — Springfield Financial
Advisory Limited (I 180 -
Agency fees and management SHFTIARCREE
fees payable to REBRE (h)
- RBERARBRAA - RBERARERDA
(I 3,491 =

Interest on Convertible Bond payable to XRAFFIREZ

AR A S (i
- Morningside CyberVentures Holdings — Morningside
Limited CyberVentures

Holdings Limited 32 &(Il) 2,078 -
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38.MATERIAL RELATED PARTY TRANSACTIONS
(continued)
Notes:

Nature and the basis of the related party transactions are set
out below:

(a)

(b)

(0

(d)

(e)

®

(9)

(h)

Management fees for accounting, administration and other
related service fees are calculated based on the pre-determined
rates specified in the underlying management fee agreements
signed between the Group and the jointly controlled entities.

Advertising and other related service fees are charged based on
the amounts agreed between the Group and the related parties
by reference to similar transactions with outside customers.

Agency commission income is computed based on 15% of the
advertising fee income earned from customers introduced/referred
by the Group to AXEBEE A ZZBRAF (“Bus V).

Loan interest income received from the minority shareholder of
Best Reward Venture Limited is calculated at a rate of 2% per
annum on the outstanding loan advanced to the minority
shareholder.

Office rentals are payable at a pre-determined amounts per month
by reference to market rates in accordance with the terms of the
tenancy agreements signed by the Group and the related parties.

On 9 January 2002, the Company entered into an administrative
services agreement with MTI Administration Limited, a wholly
owned subsidiary of MSCV, the ultimate holding company, to
provide or procure the provision of administrative services to the
Group. The Company agreed to pay MTI Administration Limited,
on a monthly basis, a proportion of the monthly total staff costs
in relation to such administrative services.

Consultancy fees are charged based on the services provided to
the Group by the related party by reference to similar transactions
with outside customers.

On 31 May 2002, Chengdu MPI Public Transport Advertising Co
Ltd (“Chengdu Advertising MPI”), a subsidiary of the Group,
entered into an advertising agency agreement with Bus JV
whereby Chengdu Advertising MPI agreed to provide advertising
agency and management services to Bus JV. Chengdu Advertising
MPI pays the Bus JV 70% of the amount received by it for the
placement of advertisements on the buses owned by Bus JV and
retains the remaining 30% to cover its agency fees and
management fees.

BB.EARAEALRS (&

B

BEATRG2MHEREEHIWT -

(a)

(e)

SR RITHRERE MK EMARRY
& DIREBASEEAFIEGIE R
ZERNERWZPIIAZEERET
& .

BEEFMEMABREE - HREAEE
HEEA LR EZRINATPETZA
UR S hE 2 KB EE

RIS s Ty IRIE A S B AR 2B R
ARARAT GA TR HEER) N
1B, ENE SRR S B2 15%
e

2 UsBest Reward Venture Limited 4%
MR 2 BERF S UGS - TIRIEAS T A
BRZKEEERIRFE2EE -

MAEMSARBASEEREA LR
IR Y2 ETE  §HKA
EBEXA -

R-ZET-F—ANB  ARAHERHE
B ERREER AR (RELIERA A
MSCVZ 2 &M BAR) T3 B IEARS 17
o AREERERTHEERE - A
AREESF AR LA ERREREEER
RERREBRARSZNBBEDNS 2 &
BB o

BE A TR EIRHEIRG 2 B R
B2ERINARPEITZBUR S
HWE -

R-EET-_FRAA=+—8  NEEH
B A IR AP B8 (AL R pK #DIE BT R
ERERE - KEMERALER R ED
BEREHEERIEREERY o KEBLE
BB L4 1% m Bl A58 B S (< A ETIE LR
BEHEERERAZTIO% @ WREEH%
30%EAREERERS -
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38.MATERIAL RELATED PARTY TRANSACTIONS 38.EAXBEALTRS (&

(continued)
Notes: (continued)

Nature and the basis of the related party transactions are set
out below: (continued)

(i) Interest on the Convertible Bond payable to MSCV is calculated
at a rate of 2.5% per annum, semi-annually in arrears.

Details of the relationship between the related parties and the
Group are set out below:

() Jointly controlled entities of the Group.

(I) Part of the Morningside group, companies controlled by various
trusts established by Madam Chan Tan Ching Fen, the mother of
Mr Gerald Lockchung Chan (the non-executive director of the
Company) for the benefit of certain members of her family and
other charitable objects, excluding Hang Lung Group Limited
(“Hang Lung”) and its subsidiaries.

(1) Bus JV, a PRC sino-foreign co-operative joint venture where the
foreign partner, MPI Transportation Company Limited, is part of
the Morningside group and contributed 64% of the registered
capital.

(IV) A member of Hang Lung which is controlled by the trustees of
trusts established by Madam Chan Tan Ching Fen, the
discretionary objects of one of which includes an Associate (as
defined in the Rules Governing the Listing of Securities on the
Growth Enterprise Market of The Stock Exchange of Hong Kong
Limited) of Mr Gerald Lokchung Chan, (the non-executive director
of the Company).

(V) Associate of the Group.

Details of continuing and non-continuing transactions:

The directors of the Company have confirmed that the related party
transactions set out in the above table will continue except for the
following:

(VI) These transactions have been discontinued following the expiry

of the respective advertising contracts with Chinese Domain Name
Corporation Limited.

it (B

BEATRZZMEREEFHINT © (&

() FERTFMSCVZ AR ESHNETIRE
FR2EHFE X BFFXATHAN

B o
/T

BEATEAEE 2 BREMNT ¢

() AKEZHFEZEGERE -

() REKEZHBOHARBEARRIFATE
EREREERRRBES LI RER
TRIEKE R EMESEERMRL LS
BEFEMEG (T REEEEEERA
BIOATEREMER]) REMBRR) °

() FEFING S R EER 2 SNE
77MPI Transportation Company Limited
REBEEE 2 —FM) - 2IEZA64% i

(V) AREES L LARIEFELIFEAE
HlzEREBKB AR - MEF—IA(E
ANEERBAZ —DARBIFNTE
EREREE 2 BHBEAL (EER
BRMARXHIERARAIZRES £
mRAl -

(V) REEZBERT -
FHERFFER S 2515 ¢
ARREEER ERAIIEEA LR SR

BT METIERRSL

(V) ZERXZEREFXEHBZBERARRL
ZHREESEHHMERLE



144 | Media Partners International Holdings Inc.

NOTES TO THE FINANCIAL STATEMENTS
81 75 i 2% MY =

(Expressed in Hong Kong dollars) (L& AENr)

38.MATERIAL RELATED PARTY TRANSACTIONS

(continued)
Notes: (continued)

Details of continuing and non-continuing transactions:
(continued)

In addition, the Group had rental deposits receivable amounting to
approximately $164,000 (2001: $157,000) in respect of the office
rental arrangement with Hang Lung Real Estate Agency Limited at 31
December 2002. In connection with rental agreements with related
parties, the Group had commitments to make payments to related
parties under operating leases of $875,000 (2001: $1,274,000) within
the next twelve months and $320,000 (2001: $874,000) after one
year but within five years.

Transfers of assets from the Group to Guangzhou Metro JV

The Group holds the legal title of a property in Guangzhou, the PRC.
The property was transferred to Guangzhou Metro JV pursuant to an
agreement signed between the Guangzhou Metro Corporation and
MPIL on 26 August 1999. The agreement was signed in respect of the
establishment of Guangzhou Metro JV. The property is currently
occupied as an office by Guangzhou Metro Corporation, the PRC
partner of Guangzhou Metro JV and BINWEEEER AT, a
subsidiary of Guangzhou Metro Corporation, whereas Guangzhou
Metro JV currently occupies a property as an office being held by the
PRC partner in the same building. Such occupancy arrangements were
determined after arm’s length negotiation. The property was
transferred at a value of $27,830,000 (RMB29,778,000), being the
original cost to MPIL and no profit or loss was incurred on disposal by
MPIL. Of the $27,830,000, $9,138,000 was transferred to Guangzhou
Metro JV by way of an asset injection. As at 31 December 2002, the
remaining amount of $18,692,000 was due from Guangzhou Metro
JV in respect of the above transfer which amount is non-interest
bearing, unsecured and has no fixed terms of repayment.

In addition, MPIL transferred certain advertising display equipment
with a net book value of $12,731,000 (RMB13,622,000) to Guangzhou
Metro JV. No profit or loss was incurred on disposal of such advertising
display equipment by MPIL.

Amounts due to and from related parties

Amounts due to and from related parties at 31 December 2002 are
set out in the consolidated balance sheet of the Group.

3BB.EARAEALRS (&

T (&

HENGERER S 2R (B

o REZEZF+ZA=+—RH &%
EnaEREREERARGILZHAE
m@iﬁm@%ﬁ%%w«wmﬂ_gg—
F 1 157,0007T) 2 &R E - ERHEEEA
TR 2 e $EIE7¥< SR IR+
*MHmmﬁwéﬁﬁmﬁ@Aiiﬁ
875,000 (ZZEZ—4F : 1,274,0007T) °
320,000 (ZZFZ— i.m4wwamam
—FHRBERERASAM -

AEBMEREETREMKE

AEBRFERBEEMN—BMEZETERE -
AR N T 3 T 848 A A S AR 18 — 1
AAENAZHRBEITZ W - ZDED
LR T RENMKA o i BB N KR
MEe] o ZWEBRHBENMNXBZRHBHE
Mt TR AR REK B AR EMNbEE
¥ERARAERAE - mIREEMNXBA
EAR—RENBRABHFE ZMEER
MAE - ZFEEATHICATHERET -
W Th3%27,830,0007T (29,778,000 A R
B Z (B (AR $) R R AE Z BRA) F
LABECE - i iR $H7E S R AR A A AR
8 » 27,830,00070HF19,138,0007T 2 LA
EABEAREZTEMKE HN_TT—
F+ZA=+—8 ' BXENARN il
HEERTE$4218,692,0007T ° ZEHKE IR
B RN EE T ER -

BEoh - MR S8 R AR EF(E 412,731,000
7 (13,622,000 AR¥) 2 AT EERBERER &

ﬁ%ﬁMm@ RPN EEZESET
SRR E A TR -

FE{S & FE U BRE A £ 5008

i — 2?_¢+ A=1—HEN REKE
BEATTERENAEBZEEBEERBR
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38.MATERIAL RELATED PARTY TRANSACTIONS 38.EXBEALRS (&)

(continued)
Notes: (continued)

Group Reorganisation

Pursuant to the Reorganisation to rationalise the structure of the Group
in preparation for the listing of the Company’s shares on GEM, the
Company became the holding company of the subsidiaries now
comprising the Group on 9 January 2002.

The Reorganisation was accomplished by acquiring the entire share
capital of Polyland in consideration of and in exchange for the issue
and allotment of 999,990 shares to MTI, the former shareholder of
Polyland. Further details of the Reorganisation are set out in the
Company'’s prospectus dated 15 January 2002 (“the Prospectus”).

39.COMPARATIVE FIGURES

The comparative figures presented are based on the proforma
financial information set out on pages 62 to 128 of the 2001
annual report of the Group.

The presentation and classification of items in the consolidated
cash flow statement have been changed due to the adoption
of the requirements of SSAP 15 (revised 2001) “Cash flow
statements”. As a result, certain advances from banks have
been excluded from the definition of cash equivalents, cash
flow items from taxation, returns on investments and servicing
of finance have been classified into operating, investing and
financing activities respectively and a detailed breakdown of
cash flows from operating activities has been included on the
face of the consolidated cash flow statement. Comparative
figures have been reclassified to conform with the current year’s
presentation.

40.ULTIMATE HOLDING COMPANY

The Directors of the Company consider MSCV, a company
incorporated in the British Virgin Islands, to be the ultimate
holding company at 31 December 2002.

39.

40.

i (B
EEEH

REBERBEARRRMERIFR LR
FEERBIMETZER  ARARNR_EZ
—F-ANBRRAEEREMBRRZE
NI

BB B EEPolyland 2 2SR AZER - T
U BB (& A MIPolyland BT AR MTIZE 1T K fir 2%
999,990 %10 - ARR ZEZE-_F— A+
FHEZERER (A THEMBRERD HE
BHEZEMER -

HBEF

FI25 2 L BB THREBEAEE—TT
—FEREC2E128EFE 2 HEMH
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FINANCIAL SUMMARY
M HRE

(Expressed in Hong Kong dollars) (A&7t A& fz)

2002 2001 2000 1999
$'000 $'000 $'000 $'000
Tt T T T
Turnover S 290,804 258,976 220,461 149,184
(Loss)/profit attributable MR PE( (B518)
to shareholders s ) (29,941) 23,387 9,668 (28,114)
EBITDA (note 3) EBITDA (Ff5E3) 14,014 62,208 51,013 (522)
Adjusted EBITDA #CH#LEBITDA
(note 4) (Ff5E4) 28,949 78,154 56,154 (522)
Assets and liabilities EEHEEE
Total assets WEBE 880,655 583,713 548,318 379,469
Total liabilities BEE (411,318)  (401,325)  (393,802)  (414,759)
Minority interests G (20,333) (22,438) (17,953) (15,670)
Capital and reserves BN GG 449,004 159,950 136,563 (50,960)
Notes: s -
(1) The results of the Group for each of the three years ended 31 (1) AEFEHZ-NWNAE —ZETFR_TT—

December 1999, 2000 and 2001 have been prepared on a
proforma combined basis as if the Group structure immediately
after the Group Reorganisation had been in existence throughout
those years. The results of the Group for each of the two years
ended 31 December 1999 and 2000 were extracted from the
Company’s Prospectus dated 15 January 2002.

The Company was incorporated in the Cayman Islands on 14 May
2001 and became the holding company of the companies now
comprising the Group as a result of the Group Reorganisation
which was completed on 9 January 2002.

EBITDA is defined as earnings before interest expenses, tax,
depreciation and amortisation, minority interests and share of
profits less losses of associates and jointly controlled entities.

Adjusted EBITDA is defined as earnings before interest expenses,
tax, depreciation and amortisation, minority interests and including
the Group’s share of profits of an associate, POAD Group, and a

jointly controlled entity, Shanghai Metro JV but excluding losses

of the jointly controlled entities, Guangzhou Metro JV and
Shanghai Zhongle.

2)

®3)

)

FHZA=+—RI=FEFF2EE - DRR
AEERERTR R RERNBRFE—BEFHE
MizEZE A EERR - AEERE—NNNEF
R-—EEEFET_A=1+—HIMFEIEE "
DESEARR —EE_F-ATHAZHERE

=
ZAUN

}524 =
EEIRE

—FhATHRERSFESER
TT_F— Hﬂﬂéiﬂnﬁm&ﬁ%ﬁﬁ
CUNCIPAL TS

\—? ?

EBITDAfEARFTFI B « THIE ~ e -
DB R RO h S A A A EIE S E SR
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GLOSSARY

“Adjusted EBITDA"”

earnings before interest expenses, tax, depreciation and amortisation, minority interests
and including the MPI Group’s share of profits of a jointly controlled entity, Shanghai
Metro JV and the associate, POAD

“Administrative Services Agreement”

an agreement dated 9 January 2002 entered into between the Company and MTI
Administration Limited, pursuant to which MTI Administration Limited has agreed to
provide or procure the provision of support services to the MPI Group

upEL”
Airport Express Line

“Associate(s)”
has the meaning ascribed to it in the GEM Listing Rules

“Board”
board of Directors

“CAGR”
compound average growth rate

“Company”
Media Partners International Holdings Inc. (*for identification only), a company
incorporated in the Cayman Islands with limited liability

“Chengdu Advertising MPI"”
Chengdu MPI Public Transport Advertising Co. Ltd., a sino-foreign CJV established in the
PRC, a subsidiary of the MPI Group

“Chongqing MPI”
Chongging MPI Public Transportation Advertising Co., Ltd., a sino-foreign CJV established
in the PRC

e\
co-operative joint venture

“Combined Turnover”
turnover of MPI Group together with the turnover of the three jointly controlled entities
and an associate

“Companies Law"”
the Companies Law, Cap. 22 (Law 3 of 1961, as consolidated and revised) of the Cayman
Islands

“CPM"
cost per thousand reached, a standard measurement of the cost effectiveness of an
advertising medium

“Directors”
the directors of the Company

“EBITDA"
earnings before interest expense, tax, depreciation and amortisation

nEJ\"
equity joint venture

“GDP"
gross domestic product is a measure of the total value of production of all resident
producing units of a country or territory in a specified period. GDP can be measure during
different approaches. For the PRC, GDP is compiled using the production approach and
the income approach. For Hong Kong, GDP is compiled using the expenditure approach
and the production approach

“GEM"
the Growth Enterprise Market of The Stock Exchange of Hong Kong Limited

“GEM Listing Rules”
the Rules Governing the Listing of Securities on the GEM of Stock Exchange

“Greater China"
for the purpose of this Annual Report, means the Mainland China, Hong Kong, Macau
and Taiwan

“Guangzhou Metro JV”
Guangzhou Yong Tong Metro Advertising Company Limited, a sino-foreign CJV established
in the PRC
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GLOSSARY (continued)
=& (8

"Hong Kong”
Hong Kong Special Administrative Region of the PRC

“HKD"” and “HK Cents"”
Hong Kong Dollars and Hong Kong Cents, the lawful currency of Hong Kong

“JCE"
jointly controlled entity

g
joint venture

“| EDs”
liquid electronic displays

“Mainland China” or “PRC"
the People’s Republic of China, which, for the purpose of this Annual Report, excludes
Hong Kong, Macau and Taiwan

“MPI Group” or “the Group”
the Company and its subsidiaries

“MPIL”
Media Partners International Limited, a company incorporated in Hong Kong with limited
liability

“MPIL(HK)"

Media Partners International (Hong Kong) Limited, a company incorporated in Hong Kong
with limited liability

“Morningside”

Morningside CyberVentures Holdings Limited, a private company incorporated in the British
Virgin Islands with limited liability

“Morningside Group”
collectively, companies controlled by the Chan Family excluding Hang Lung and its
subsidiaries

“Nanjing MPI"”
Nanjing Media Partners International Public Transport Advertising Co., Ltd., a sino-foreign
CJV established in the PRC

“Prospectus”
the prospectus of the Company dated 15 January 2002

“POAD"
POAD Group Limited, a company incorporated in Hong Kong with limited liability, an
associate company of the Group

“RMB”
Renminbi, the lawful currency of the PRC

“SDI Ordinance”
the Securities (Disclosure of Interests) Ordinance (Chapter 396 of the laws of Hong Kong)

“Shanghai MPI”
Shanghai Media Partners International Ltd., a sino-foreign CJV established in the PRC

“Shanghai Zhongle”
Shanghai Zhongle Vehicle Painting Co. Ltd., a sino-foreign EJV established in the PRC

“Shanghai Metro JV”
Shanghai Metro-ads Advertising Co., Ltd., a sino-foreign CJV established in the PRC

“Share(s)”
share(s) of HK$0.1 each in the capital of the Company

“Shareholder(s)”
holder(s) of the Shares

“Stock Exchange”
The Stock Exchange of Hong Kong Limited

“the Sponsor”
BNP Paribas Peregrine Capital Hong Kong Limited

“WTO"
the World Trade Organization
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