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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 of Hong Kong Limited 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 announcement.

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 Growth Enterprise Market of The Stock Exchange of
Hong Kong Limited 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: (i] the information contained in this
Annual Report is accurate and complete in all material respects and not misleading; (ii] there are no other
matters the omission of which would make any statement in this Annual Report misleading; and (iii] all opinions
expressed in this announcement 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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MISSION STATEMENT

Capitalising on our business model to secure long-
term exclusive advertising rights, an extensive
outdoor media network, together with our strong
customer base, the MPI Group is positioned as a
leading nationwide outdoor advertising media
network provider in the Greater China region,
providing clients with one-stop comprehensive

cross-city advertising solutions.

CONTENTS

Corporate Information

Corporate Profile

Group Structure

Group Events

Chairman’s Statement

CEQ’s Statement

Financial Highlights

Management Discussion and Analysis
Business Objectives

Corporate Governance

Directors and Senior Management
Report of the Directors

Auditors’ Report

Financial Statements

Notes to the Financial Statements
Financial Summary

Glossary

BB Ean

BRERPIABRS RSB RV
BEMBNEBRL - BzrP
IREBERBLBRANEP
B HERREERESTPREMR
— A M EE AR
= BEFERMERTERFING
ERERS R RREHAL

EEH
BN
SEZRERE
SELE
IRBES
THREBESE
MBEE
EEENWNR D
EBER
EEER
EENEREERE
EXEWRE
2
IR &
RS RAR A
BHRE

Bx




MEDIA PARTNERS INTERNATIONAL HOLDINGS INC.

CORPORATE

INFORMATION
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Executive Directors

George Ka Ki CHANG
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Paul Laurence SAFFO
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Stephen Cheuk Kin LAW
(Company Secretary)
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Florence Yuk Lan WONG

AUDIT COMMITTEE
Lawrence Juen-Yee LAU
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Paul Laurence SAFFO
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Hutchins Drive, PO Box 2681 GT
George Town, Grand Cayman
British West Indies

CORPORATE OFFICE
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Hong Kong

Tel: (852) 2894 9800

Fax: (852) 2577 3509
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PRINCIPAL BANKERS

Bank of East Asia, Limited
Banque Nationale de Paris
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STOCK CODE
8072
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PRINCIPAL PLACE OF BUSINESS
IN HONG KONG
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Causeway Bay, Hong Kong

POAD
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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. 2032 Yi Shan 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

BEIJING

Room 1401, Scitech Tower

No. 22 Jian Guo Men Wai Avenue
Beijing

Postcode: 100022

CHENGDU

18th Floor, Renheyijing Building 1A
No. 188 Yingmenkou Road
Chengdu

Postcode: 610031

CHONGQING

Suite 1208, 12th Floor
Metropolitan Tower

68 Zourong Road

Yu Zhong District, Chongging
Postcode: 400010

NANJING

22nd Floor, Golden Eagle Plaza
89 Hanzhong Road, Nanjing
Postcode: 210029

SHENZHEN

Room 2901, Hangtianliye Building
Zhenhua Road No. 6

Shenzhen

Postcode: 518031

WUHAN

Room 1, 23rd Floor

Jian Yin Building

709 Jianshe Road, Wuhan
Postcode: 430015
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MEDIA PARTNERS INTERNATIONAL HOLDINGS INC.

CORPORATE

PROFILE

EFRBEIN

Media Partners International Holdings Inc., together with its
subsidiaries, associated companies and jointly controlled
entities, is a 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. MP| was
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 eight 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 through its own

media and agency agreements, extends to major cities in
Mainland China.
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SERIBE

Morningside Public shareholders
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MEDIA PARTNERS INTERNATIONAL HOLDINGS INC.

GROUP

EVENTS THE FIRST QUARTER
EBEE F—F

.+ January to March
| January —B
— m Offered comprehensive advertising media

solutions within the Beijing Light Rail System,
2,000 buses in Beijing and 300 buses in

Guangzhou
RIE R RA ~ db3E 2,000 FE = K& E M
00 HE TIRMUEENES RS

April @A
® Shanghai MPI entered into an agreement with Shanghai Tulip

Advertising Co., Ltd to develop outdoor advertising media includin
THE SECOND QUARTER ’ g o ’

billboards, neon signs, unipoles and large scale display screens in
% :é Shanghai
. bssak#E sesEEARA A LR  ELERER
April to June INEEIEE - DRSS - BOREES  BTAREBRALE
AZEXRA J RRE




THE THIRD QUARTER _
B=F '
July to September

tAZENA A

July £A -

B Secured the exclusive advertising rights for
the Xin Min Line, an extension line to Shanghai Metro
Line 1, for a term of 10 years
ES LBHE —NBR s HIRMTES — EREBRNERE
g BB+ F

September J1 A

® Entered into an advertising agency agreement with Oricom
Company Limited
24 Oricom Company Limited 5] 3 B & KB i

® Entered into an advertising agency agreement with Poster
Publicity Limited
B2 Poster Publicity Limited 5] 3 E & K&

November +—AH

B Received an award in the Non-Hang Seng Index
Category of the Best Corporate Governance
Disclosure Awards 2003 organised by the Hong

Kong Society of Accountants
REREBSHMAEEIN _—"SZT=FE [RED
AIERERIIRE AR | FEER G R A RAR 228
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i = lﬂ—'l..
exclusive advertising rights for the Nanjing Metro Systems _m"“_ |
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B

December +—H

B Secured the exclusive advertising rights for

B Selected as the only company to discuss the final terms for the

approximately 4,000 buses in Shanghai with

leading bus companies in Shanghai for 1 THE FOURTH QUARTER
terms of over 10 years Spu=E
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BrBROREEHE FHRRTF October to December
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MEDIA PARTNERS INTERNATIONAL HOLDINGS INC.

CHAIRMAN'S
STATEMENT

FRHREE

I am pleased to report that the MPI Group successfully withstood HREBHEENS  —TT=FErmkE
the global and regional challenges that affected most business H—F - RABAKERENRRFANES
sectors in 2003. The advertising industry was significantly EAMBIEEMAE - LEIFRNZEENT

impacted by the Iraq War and, closer to home, the SARS BRIFHBIHRETE LT EAMERE - B
epidemic in Hong Kong and Mainland China. The Group HEIINFRETE  AREAEEREEANR

demonstrated its resilience, innovation and forward planning - AER=ERBOER  SEKEED
in weathering these crises. While unable to wholly avoid the TR o BEARRERENIFLEFHRNE
negative impact of SARS, the Group’s implementation of strict FERBEEHS - B BEIR AT
cost-control measures coupled with its rich experience in the B M EREERFINESHBEEFKE
outdoor advertising industry enabled it to withstand these B ASER_ZZ=F FHFERYRR
challenges during the first two quarters of 2003. As a result, kR - Fit - EE=FEMHSRINH
the Group was well-situated when market sentiment and BEEOZHEM  KEEREPEMRNE
consumer confidence recovered during the third quarter, HER  AEENEETANEERR - &
enjoying a positive turnaround due to renewed spending of HEOBEEEEA — ST NEL BB RS
advertising dollars. Economic indicators forecast that the 1B¥t -

rebound will continue into 2004.

Entering 2004 the Group is well-positioned to continue its goal BAZZTNE  AEBECEERE - EE
of becoming the leading provider of a comprehensive outdoor HERA/RPERZANFIINGE S EREA
advertising media network across the Greater China region. HERDBENBRER - PRNBEREER
The Group's focus on Mainland China is validated by the ever- ER-_ZZ=FREFLUER  E9.1%

increasing growth in China's GDP, which reached 9.1% (GDP (BRAHEELER1,090%7T) » LENE
per capita of US$1,090) in 2003. Mainland China's economic TAEEERERPBEANBTENLER 2

success has boosted advertising spending and the resulting B o REIAERER - NMERES XL - &
rise in tourism has positively impacted the Hong Kong market. DORBEETREATREEZE - RER
Major upcoming events such as the 2008 Olympic Games in - BIEAIEBM T N\FRIERETT

Beijing and the 2010 World Expo in Shanghai present exciting WEES R _T-THE HFRTHHRE



opportunities for future growth. With the advent of Mainland
China’s increased global exposure due to the WTO
arrangements and Hong Kong's economic advantages from the
CEPA agreement, the Group is poised to reap the benefits of its
comprehensive media and related services offered in these
geographic markets.

In keeping with the global demand for corporate accountability,
the MPI Group is proud to announce that it became the first
GEM-listed company to be recognised in the Best Corporate
Governance Disclosure Awards of 2003, organised by the Hong
Kong Society of Accountants. More recently, the Group was
admitted for inclusion in the S&P/HKEx GEM Index by Standard

and Poor’s and Hong Kong Exchanges and Clearing Limited.

My role over the past year has been immeasurably assisted by
the advice and backing of my fellow directors; for this | am
extremely grateful. The Group’s management and staff have
played a significant role in addressing the challenges of the
year, and their ongoing confidence and dedication is inspiring.
Between us, we have responded to the year’s opportunities by

creating a robust platform for future growth.

Gerald Chan
Chairman
Hong Kong, 17 March 2004
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MEDIA PARTNERS INTERNATIONAL HOLDINGS INC.

CEO’S
_ STATEMENT
TINRARSEE

With the uncertainties brought about by the War in Iraq and
the outbreak of SARS in the first half of the year, global
economies were seriously affected. The advertising industry
was hit particularly hard, which was subsequently reflected
in the performance of the Company and its subsidiaries (“the
Group”). However, as one of the leading outdoor advertising
media services providers in Mainland China and Hong Kong,
the Group was able to overcome the hard times, and recorded

a turnaround in the second half of the year.

Market Review

The SARS epidemic had a devastating impact on the
advertising industry. In view of the static market and
repressed consumer sentiment, we responded rapidly to
tackle the difficult situation. However, the successful
containment of SARS in the second half of 2003, the
improving business environment, and the economic recovery
in Mainland China and Hong Kong, all stimulated the industry
and created opportunities in the
outdoor advertising market.

According to industry research,
total advertising spending in

Mainland China has been growing

REEPHERFE LHFR PR B ENE
HAFHRIRIENN TRRAEZZE - &S
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EH 5w R o
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“ According to industry research, total advertising
spending in Mainland China has been growing at
double-digit rates since the early 1990s.
RETSHRAEL  PEAMYESHZHEL N
NEFRARBHIE U SV HFRIERFERE 7



at double-digit rates since the early 1990s and forecasts predict
that it will reach approximately US$10 billion in 2003. Mainland
China recorded a 9.1% growth in GDP in 2003 despite the various
difficulties that the nation faced during the outbreak of SARS,
testifying to the fact that it holds vast market potential that is
still developing rapidly.

In Hong Kong, market sentiment has been picking up, further
stimulated by the continuing influx of tourists from Mainland
China, a consequence of the relaxation on travel restrictions
for the Mainland tourists. Mainland tourists are willing to spend
on consumer products and luxury goods such as mobile phones,
digital cameras and brand name products. The recovery of the
overall economy is therefore encouraging advertisers to spend
more on advertising.

Business Review

Business Strategies

Leveraging our solid foundations in the outdoor advertising
industry, we have been able to secure long-term and exclusive
advertising rights at prime locations in the major metropolitan
cities in Mainland China and Hong Kong. Within this well-
established and extensive media advertising network, we have
become a leading nationwide outdoor advertising media
network provider in Mainland China and Hong Kong. Offering
our clients one-stop total advertising solutions with cross-
city advertising media packages.
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MEDIA PARTNERS INTERNATIONAL HOLDINGS INC.

By forming long-term and exclusive partnerships with media
owners, we are committed to introducing creative and new media,
providing our clients with the best channels to present their
advertisements before quality target audiences. We are the only
company which has built a comprehensive metro network with a
strong presence along the coastline, stretching from the North
to the South of Mainland China. In addition to this extensive under-
the-ground media network, our on-the-ground bus advertising
network also covers most of the major cities in Mainland China

and has a dominant position in the industry.

Strategic Alliances

Our comprehensive networks are built upon our innovative,
dedicated and solid relationships with partners and alliances.
In 2003, we placed a great deal of effort into establishing more
long-term strategic co-operations with media owners,
particularly in Mainland China. During 2003, we entered into a
long-term agreement with Shanghai Tulip Advertising Co., Ltd.
("STA"] to develop billboard advertising media; we secured the
advertising rights to approximately 4,000 buses in Shanghai;
and we were also selected as the exclusive partner for Nanjing
Metro Company to finalise the terms for the advertising rights

within the Nanjing metro system.

BMEERERAEEELRERBRNE
HEER  SHESIATEEN RFHAGRE
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Establishes dominance in the outdoor advertising market in Mainland China.
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We entered into an advertising agency agreement with Oricom
Company Limited ("Oricom”], the leading metro advertising
agency in Japan, to become mutual advertising agents in our
respective metro advertising networks. Many Japanese
manufacturers, including the car, beauty and electrical
appliance industries increased their advertising expenditures
in Mainland China during the year. The co-operation is
expected to further expand our client base. In addition, Oricom
will provide a systematic and comprehensive sales
management platform encompassing the latest market
statistics and analyses on the metro advertising industry,
enhancing our competitive edge.

The advertising agency agreement with Poster Publicity Limited,
a leading European outdoor advertising specialist in the third
quarter of 2003, will also help us to broaden our multinational
clientele and enrich our client portfolio. This marks our first

step in reaching out to clients and the building of a network

outside Mainland China and Hong Kong.

PR AARZ L EESERIZAR Oricom
Company Limited ([ Oricom]) 23] EH R
ek - BRI L TE T 3 88 B 45 A 4% 1 (R IB
e FRN - FEZALRRE (BFAE X5
EmiEEAmEiEng) NP EARmE A
EER o BRI A ERFRASE — PR
IR P ERE o Oricom 2R —E R R
MEEHEEERTYE  PEMBESITEN
SIS AR - MBI

BFES -

EMR ST =FE=FH-HEREMN
BIRUMNE 5 P INE S 1T Poster Public-
ity Limited 5] S B E IR % - BB F AT —

FRABBREFHELEEETFPES - %LiHE
MEBHRAELFEAMREE
BEPMEIBENE—F -

B SR

“With excellent communication skills, exclusive media resources,
after-sale services as well as development of new media channels in
response to ever changing market demand, MPI provides significant

help to our marketing promotion.”

[FRARKRFNEFERE  BENERBREREDZ BIASNERR
BRAHBEETESERMARNHHEELN  BRANTEEETFS

FRAHEE - |

— Guangzhou Mobile Communications Co. Ltd.

BMNBEESEFRRAAF

%

a8

=3

BEESEARQA

15



THE CHO§EN>;\\\

PARTNER

STF#S1F -
ANEfthis

ESTABLISHING LONG-TERM AND
EXCLUSIVE RELATIONSHIPS WITH
MEDIA OWNERS TO SECURE
PROMINENT ADVERTISING
RIGHTS WHICH MATCH YOUR
ADVERTISING NEEDS
HRREREERUKREMBEN
RAR - EMESE2 RIS EHIE

MESRNESTER

WU LIRS

e







MEDIA PARTNERS INTERNATIONAL HOLDINGS INC.

METRO

ADVERTISING m

==
—]

The only metro advertising media network provider offers
long-term and exclusive metro advertising spaces in
Beijing, Shanghai, Guangzhou and Hong Kong.

ME—REAEALR ~ BB - BMREBRERDK
B A E S RS R

: Extensive Media Coverage EZHEREER
p ! !I [ v Metro Systems MERLGE
- i\ With the commencement of operations BEEALRBEERN _EE
I_, A N (_)M }— of the Beijing Light Rail System in 2003, =FHRENR  RPKABME
e ] we became the only metro advertising ——REEtR - B8 &
network provider capable of offering MFF BRI REER M
long-term, exclusive metro advertising HESMEHER - ZMA
spaces in Beijing, Shanghai, Guangzhou PR KA EE S
and Hong Kong. We provide a strong metro o RTEFERTEES
network that offers comprehensive FREMRTS

advertising packages to our clients.

Despite the adverse impact brought about BEER_TTE=F 4FX
by SARS in the first half of 2003, our metro B FEH A fi A 3E R H) B T
advertising recorded performances better 2 M EE S EBR
than last year. WINBREFRIE -

e~




In view of the encouraging performance achieved in metro
advertising, we continued to expand our metro advertising
network during the year under review. In July, we secured the
exclusive advertising rights for the Extension Line ("Xin Min

Line") on Shanghai Metro Line 1 for a term of 10 years.

During 2003, we were selected as the only company to discuss
the final terms for the advertising rights for the Nanjing metro
system, once again highlighting our leadership in the metro
advertising industry and our commitment to operating
comprehensive metro networks in the region. With 16 stations
running through the centre of Nanjing city, the Nanjing metro
system is expected to commence operations in the second half
of 2005.

Apart from expanding our metro advertising network, we also
introduced innovative media formats such as stickers, LEDs,
“wrapping trains”, etc. These innovations give our clients a
springboard, to demonstrate the creativity of their
advertisements to a quality audience with frequent and high

exposures.

Buses

It has been our strategy to maintain our dominant market share
in secand-tier cities where we have already taken up over 90%
of the bus media advertising rights. These include Chongging,
Chengdu and Nanjing. Towards the end of 2003, we reached a
strategic milestone, as we enlarged our existing bus media
portfolio in Shanghai. We reached agreements with leading bus
companies in Shanghai, securing the exclusive advertising
media rights for over 10 years, commencing January 2004.
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“MPIl is a highly professional agency providing full coverage of media support ranging from site
sourcing, media booking, advertisement production and logistics support. Their staff are
dedicated, professional and willing to explore different opportunities to maximise the

advertising value of our advertisements.”

[RBELDSEEXNEBRE  REFRUZANEKBIERYE  SEYELR - KBTS
BEREUARNEXES - FRAKNEXARBERF  EX BEABRMARARSEE - ]

— Nestlé Hong Kong Ltd.
EEEZBERAL A
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As the country’s leading financial hub, Shanghai has the highest
advertising potential compared with all other cities in the
Mainland China. The newly acquired media rights will add a
total of approximately 4,000 bus bodies to our market in
Shanghai, allowing us to dominate the bus advertising market
in the city. Together with our existing coverage of the bus media
market in Mainland China, the newly acquired media rights will
further strengthen our overall market leadership position,
especially within the transport sector.

Itis in our interest to secure advertising rights which have high
growth potential as they generate synergies with our existing
advertising network. By dominating the bus advertising rights
in each of these prime locations, we are in an ideal position to
provide media planning, placement and management, bringing
the most comprehensive and effective media packages to our

clients while also enabling us to maximise our resources.

BUS E"t‘ =

EAZEEEMNSRF L EETERPERA
HWETE MR EaNESHE B -
MBS R B R IS 2 B APIE EIB M TS
HBEE B INK4,000HE 8B 5 EEHE
FERPEEEBELESETS - BEREME
BEPEAME TESEEMSNES®E -
SRR FRARESE P REARNEETE
BMENELSMN - LEXBIAHE S
Eo

FESIERE NN EREDTARMIA
il F?Il?%Eigﬁﬁiﬁ@“b%ﬁéﬁiﬁfﬁiﬁiiEﬁfgttiﬁ
MELHRANE - BERZSTRDHERRG
yEt%ﬁ%ﬁ%%*ﬁﬁﬁﬁ?%ﬁﬂu
B emiEHRERE  TRRER - REP
R A AR ME&%'W%&W
MBI E RIS ABRE

=

Ensure dominance in bus advertising market  EEF EHMATEE TEEE
by securing exclusive media advertising R R R RE - BRI
rights of prime routes operating in major M e LIS EEEE o

gas | YR

metropolitan area.
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Billboards B

We are seeking the opportunity to expand our outdoor BB BREIWBERERBMNMEERFOD
advertising media network portfolio by investment in, or Al BEREERH P INE S E R AR EEN
acquisition of, companies with profitable and sound track E - REBEFER > BMREET —REE
records. During the year under review, we entered into an FoNBEEREEER SRS E L H=
agreement with STA, one of the major outdoor advertising media SEEITHRE - - BEREEN LEH
players in Shanghai, to cooperate in the planning, development, BEh  RUBEEM  EXEESEMEK
management and marketing of billboards, neon signs, unipoles RERFR o K - B BB R B R
and large scale displays in Shanghai. Currently, these billboards 5 ROmE RN RS KR R AR
include those along the Pudong international airport and ﬁéﬁi%”ﬁlﬁ%ﬂfﬁ%lﬁlﬁﬂ@%%ﬁﬁ °

highway, the Honggiao airport and highway and in the Luijiazui
and Xujiahui areas.

BILLBOAR

Billboards and street furniture are situated
in prime locations, covering major areas in
the Mainland China and Hong Kong.

REM R EE RN R E
BETEAMNME ST EME -
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THE MATCHLESS

" OUTDOOR
ERTISING

TWORK PROVIDER
R el fm EE BY
FIMNE S LRES

LS IEm

WIDE SELECTION OF OUTDOOR
ADVERTISING SPACES RANGING
FROM TRANSPORTATION,
BILLBOARD AND STREET
FURNITURE, CREATING UTMOST
ADVERTISING CHANNELS
BEBNRR - BSRAEHBRES
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This strategic move marks a major step forward in the
enhancement of our outdoor advertising media network
portfolio with diversified outdoor media formats in addition to
the transport sector, further strengthening our foothold in the
Mainland China market.

Operational Review

Despite the tough year in 2003, we were able to overcome the
challenges with the commitment and efforts of our experienced
management and the implementation of a series of cost control
measures and the re-packaging of our media portfolio, to

enhance our competitiveness and increase occupancies.

Mainland China

We continued to strengthen the sales force with a series of
training and enhanced efficiency programmes. In addition,
our emphasis on incentives for staff has proven to be
invaluable in driving up sales while maintaining overheads

at reasonable levels.

Apart from strengthening the team, we are committed to
broadening the customer portfolio with the servicing of new
customers. As the market is on its way to recovery, we
anticipated an increasing trend of advertising spending among
consumer electrical product and cosmetic product, on
top of our well-established customer base, such as
telecommunication and food and beverage. To further enhance
our competitive edge and strengthen our client base, we also
provide flexible and tactical nationwide packages to clients,
hand-in-hand with effective advertising plans and innovative

advertising solutions.

TR B 5 B R B P 3 O o e
BELEEAN B4 EXBTA
BELINERE ST MM - 8
— S BERVETE A TISE -

E 3G
BE_ZT-_FLARRFTRY  BEL
REENTEENAERED  REB—X
PIRAIR I - HPREERIRATBEEE -
TEHBRKEREREES  UEEHRTF
NIBINTIGEAE o

]

BMRE— R IR A EREFARIE - EE
L SHERM - Mo - ERERT EERT
SEKFEHERT BMEREBEINE
/o BERAHEELANESHS N -

BRI MmN - BT B E PR INA
BRATFMASE - ANTISIEEERR - EHM
EXNBIMNEFE - WEHRITE  RYR
BTSN - AR B S E R AR A
EERXKE LF8S - RE—TREHM
MBEFHRRBEZPER  RATATF,IR
HBEENAZEARBEHEERS - HFREE
M E & EINERA B ESIRE

“MPI provides excellent service by designing
customised solution from clients’ perspective
with outstanding planning and innovative ideas.”

[REARBBEIM - EREFFAEHRER
EENEHHRELR - KEELHE - fIR
B3 - |

— Guangzhou Postal Services

BM i BBz



Hong Kong

We have cautiously reviewed expiring and less profitable site
rental contracts in Hong Kong, and have managed to reduce
certain fixed site rentals. We also managed to maintain staff
costs at a competitive level while strengthening the sales team
and working hard to lower other operating expenses. With these
measures in place, we aim to improve our return from Hong
Kong operation.

Corporate Achievements

In view of our's efforts to maintain transparency and good
corporate governance, we were very pleased to receive the Best
Corporate Governance Disclosure Awards in 2003, organised
by the Hong Kong Society of Accountants. We are the first GEM

listed company to achieve this honour.

Outlook

With improving market sentiment, the outdoor advertising
industry has been picking up ever since in the second half of
the year. The expected 7-8% growth in GDP in 2004, Beijing's
role as host to the 2008 Olympic Games, and Shanghai’s
hosting of the 2004 Formula One Grand Prix and the 2010

“MPl is an expert of outdoor advertising in
professional manner. | have great confidence
in recommending the service of MPI to
anyone.”

[RBEEDFHAEENER - RABHIENE
BAELTERE- ]

— Media Asia Distribution [HK] Ltd.
FERERRT (&) BRAH
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World Expo, are all creating strong growth potential for the
outdoor advertising business. With widespread experience
and strong foothold in the outdoor advertising industry in
both the Mainland China and Hong Kong, we are aiming to

excel ourselves in the years to come.

Mainland China

Our main growth driver remains within the transport sector in
Mainland China. Securing advertising rights in metro systems
will continue to be our first priority. We expects to finalise terms
for the advertising rights to the Nanjing metro system in 2004.
We will continue to evaluate and secure further exclusive

advertising rights to metro system in major cities.

In view of our solid foundations and extensive bus advertising
network dominating and covering major cities in Mainland
China together with our strengthened sales force and the
implementation of an effective re-engineering programme last
year, we are committed to improving utilisation of media
spaces in the future.

To broaden our customer base and extend our client network
overseas, we continue to seek strategic alliances with leading
overseas outdoor advertising operators to become their
preferred outdoor advertising agency in Mainland China. In turn,
this will also facilitate our overseas media placements,
extending our comprehensive services to our clients in Mainland

China and Hong Kong.
Hong Kong

As most of the less profitable site contracts have expired, coupled
with the opportunities brought about by the improving Hong Kong

BEEF - |

TEHREEEG  YRPINESEBHHRE
REERES o BRERMANPEAMLRES
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HIBRETE SR F B AIEA -
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AR - RIPIBERBEZRRRFDZEZ 2N
TR A SRR R AE -

BRAMNBRREREAEETEANME
2RWTHEEETEEHERK - NEREFR
ENHESGRARETERNEETE - &
IR RTT R EHE

BT mREMzEPERBTERMEINES
| RS RERSINRBEEMANFI
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FEAMEEREPR{ZENEINEINE
HRT o
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“MPI provides comprehensive services, helping us to have neon
signs standing along the Victoria Harbour. We have great

confidence in recommending the service of MPI to anyone.”
[RERAZREHEZERYE  SRIANDREEREZHUEILREE
HoRATORERERBALZRYE  UHBENERALTE

— Foshan Hai Tian Food Co. Ltd.
BT EXFARELERA A
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economy, we expect the performance of Hong Kong operations TAERE S B X R A — T8 -
to further improve. In addition, the introduction of CEPA and the UESh - HOSREEERN T RFE LT - Rk
influx of tourists is also likely to increase the Hong Kong business (EEEZLERRNTH) RRERTHAEH
as witnessed by the continued growth in demand for advertising BAEB B REER - IR - WAES
on the Airport Express Line. In the meantime, we are cautiously BEiE— LY EMNEENRENSDIERE
seeking further prime advertising sites with potentially better EL - AREMITRBEZ WA -

margin which will bring in more returns for us.

Anticipating a better future ahead, we will be marketing more FEHIARRAT LR  HMEHLEE2ENE

comprehensive advertising solutions covering a diversity of EWRT - BEFZ U bERER - LUsR
media formats to satisfy the advertising communication needs ERFHESNTE LB TMERRARMN
of our clients. This will not only boost our position in the outdoor FPONEEITENBZBMN - RN ERMIET
advertising industry, but with also allow us to expand our RERTEAMEEENEZEPINESEE
nationwide outdoor advertising media network in Mainland g -

China and Hong Kong.

Appreciation S EL |

| would like to express my sincere thanks to all of our RANEUNEAEEHRR, BP REBBLHY
shareholders, customers and business partners for their B — BSOS EASR R, LN I
continuing and loyal support throughout the year. | also wish to HEFENBERAEE T EFBEMERY

take this opportunity to thank our hardworking and committed REEPTIEHER ©
staff for their dedication and contribution last year.

Winnie To £
Chief Executive Officer 1T AAZE
Hong Kong, 17 March 2004 58 —EEMF=HA++H

“I believe MPl is a professional outdoor advertising
agency and | have great confidence in recommending
the service of MPI to companies seeking for a reliable

outdoor advertising agency.”
[RPREHEBALDIEXFIHNEERE  FABREN
BREAKTREEYEIENFIEERENRT - ]
— The Garden Company Limited t L
FHEARA A .
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ONE-STOP

TOTAL SOLUTIONS

— 5N EARTS

Quality outdoor advertising solutions and a complete

30

package of professional services
HAEEEEREREEEEEEEREN

'One-stop' Solutions Concept

— A 2 HE R

) N

e understand clients needs ¢ highly creative and with
and their marketing top quality design abilities
strategies SH RIS ERET
BEEFNTISTHRE

excellent production
e determine clients' Yt o i )
advertising needs mERIE
THREFNESERBER
seeks client approval at
every stage of
e select the most implementation
appropriate advertising EEN G — S

e T

professional installation

e provide comprehensive HENRE
media advertising
solutions
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* monitoring

e
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e cleaning
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* maintenance
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e third-party monitoring

e
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e research and evaluation of
advertising media
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The execution and flow of bus media advertising strategy
ARFRRIRBEEXRE

Analysis and research
D HTERR5E

Analysis of relevant data, competitors' advertising activity,
and related advertising and market conditions

ERBIE D - BEHF RO - RABBRE TSRS T

Complete advertising plan

RBEIZAK

Formulate strategy

TENRETE
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.- WITH UNPARALLELED

GEOGRAPHIC
NETWORK
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FINANCIAL
HIGHLIGHTS

SniEY RS

Turnover Mainland China Combined Turnover
Turnover Prrer A OB R

EREIN

2003 2003
[ Bus B+
. . I Metro i
. . o Mantand Chm? Fane N Billboard & Street Furniture BE% 1% R A8 R 16
Malnland Chlna S Hong Kong. 7% [0 Production & Maintenance BUER#(5E
Bl At
Mainland China Turnover Metro Advertising Turnover Mainland China Adjusted EBITDA Mainland China Net Profit / (Loss)
RE R R o PR 3 4SS EEEBITDA Bl R R/ (518)
(HK'$ million) (HK'$ million) (HK $ million) (HK $ million)
(B@BT) (B@ET) (B@ET) (B&ET)
70 407 39.5 207 19.2 49
63.2 35.9 184 17.9 2.3
40 60.0 39 25 29 13
16
s0d 30 0
a4 - 1 12.9
25 o 2
404 (3.1
20 104 2 :
304 1
159 8 6
o
204
104 .
o0
10 5 24 10
(10.5)
0- 0- 0- -12
Q1 Q2 Q3 Q4 Qi Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4
2003 2003 2003 2003
Hong K0n9 Hong Kong Turnover Hong Kong Adjusted EBITDA Hong Kong Net Profit / (Loss)
&8 EeER B MWHEBITDA EBFRR/(BR)
(HK $ million) (HK $ million) (HK§ million)
( %%ﬁm;’tl)on (B@ET) (B&#T)
_ 0.9
187 479 2 1 0
16.1 1.1
164
i 0.8 0
14+ 13.6 13.2
o
124 1
104 B
224
8- 2
¢ -3
.3,
A,
4
2 “ope B8 4.0)
(4.3)
T Q2 Q3 Q4 T Q2 a3 04 T Q2 a3 Q4
2003 2003 2003
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MANAGEMENT DISCUSSION
AND ANALYSIS

SPEAEEEC) Nl

For the three months ended For the year ended
BZE=EAL BEFEL
31 Mar 03 30 Jun 03 30 Sep 03 31 Dec 03 31 Dec 03 31 Dec 02
ZE=FZ=H Z=FXA ZE=FhA =ZTB=F+=A ZE=F+=HF ZTZF+=A
=t-H =tA =tA =t-8 =t-8 =t-A
HK$000 HK$ 000 HK$ 000 HK$ 000 HK$ 000 HK$ 000
FET FET FET FET FET FET
Mainland China [ Pyt
Turnover
46,314 47,588 63,208 60,033 217143 218,903
EBITDA' 2,457 8,072 13,729 15,060 39,318 54,373
Adjusted EBITDA’ 4037 12852 17,896 19,228 54013 67,362

A 2 EBITDA

Profit/(loss) attributable

to Shareholders (10,531) (3,054) 1,313 2,309 (9,963) 11,932
R ERE(EE R, (B518)

Hong Kong &

Turnover

17227 13561 13,166 16,108 60,062 71,901
S
EBITDA (3983 (3,919 276 251 (7.375)  (3¢,184)
Adjusted EBITDA (3.850)  (3,827) 841 1,102 (5,734)  (34,238)

4% 2 EBITDA
Profit/(loss) attributable
to Shareholders (4,281) (3,965) 629 872 (6,745) (35,620

R R E(E S F), (E518)
Unallocated 7|4

Turnover _ _ _ _ - -
EBITDA (809) (1,059 (985) (1,127) (3,980) (4,175)
Adjusted EBITDA (809) (1,059) (985) (1,127) (3,980) (4,175)

4 H%E 2 EBITDA

Profit/(loss) attributable

to Shareholders (1,071) (1,347) (1,253) (1,395) (5,066) (6,253)
PR (LA, (E518)

Total &%t

.
Jrnover 63,541 61,149 76374 76,141 277.205 290,804
|

EBITDA (2.335) 3,09 13,020 14,184 27963 14014
Adjusted EBITDA (622) 7,966 17,752 19,203 44299 28,949

A 2 EBITDA
Profit/(loss) attributable

to Shareholders (15,883) (8,366) 689 1,786 (21,774)  (29,941)
IR R, (BE)

Notes:

B &

1. EBITDA is defined as earnings before interest expenses, tax, 2. Adjusted EBITDA is defined as earnings before interest expenses, tax, depreciation and amortisation, minority
depreciation and amortisation. interests and including the Group's share of profits of jointly controlled entities and associates.
EBITDAERE RIS X - BiIE - FTERBHARF - (A EBITDASEARGFIESH ~ BE  TE - RO BBRRESRAET  REEARBEARZHEE

K& N R EEF]
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Financial Review

Business Environment

The global economy and overall business environment was
seriously hit by the outbreak of SARS in 2003. The Group’s
advertising business in the first half of 2003, in particular for
those newly acquired media in Beijing and Guangzhou, was
inevitably affected by the unfavourable market conditions.
However, with the successful containment of SARS and the
improving market sentiment in the second half of 2003, the
Group’s Mainland China operations, Hong Kong operations as
well as the overall results reverted to a profit in the second half
of 2003.

Turnover

The Group’s turnover for the year ended 31 December 2003
amounted to HK$277.2 million, representing a drop of 5%
compared with 2002. The drop was mainly due to the adverse
impact brought by the outbreak of SARS in the first half of 2003.
The Group’s turnover in the second quarter fell to the year’s
lowest at HK$61.1 million. Following the containment of SARS
and improved market sentiment, the Group's turnover for the
post-SARS third quarter increased by 25% compared with the
second quarter of 2003. Whilst the turnover for the fourth
quarter was maintained at the same level as for the third quarter
and amounted to HK$76.1 million, more revenue was generated
from the Group’s higher profit margin own media and, as a
result, the Group’s gross profit increased by 11% and the net
profit increased by 159% in the fourth quarter as compared

with the third quarter.

The Mainland China operations continued to be the focus of
the Group and the turnover from the Mainland China
operations for 2003 accounted for 78% of the Group's turnover
(2002: 75%).
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Combined turnover of the Group, including the turnover of
the three jointly controlled entities (Shanghai Metro JV,
Guangzhou Metro JV and Shanghai Zhongle) and the associate
(POAD], for the year ended 31 December 2003 amounted to
HK$519.2 million and represented an increase of 9% compared
with 2002.

Advertising on bus bodies and in metro systems for the year
ended 31 December 2003 together represented 55% of the
combined turnover, which is slightly less than the 58% for 2002.
This is because the Group's revenues from billboard and street
furniture media has increased to 33% (2002: 31%) as a result of
the Group’s strategic alliance with STA to expand the billboard
outdoor advertising business in Shanghai and the increase of
production revenue from the Group’s newly established

production joint venture.

Gross profit and gross margin

Gross profit, being turnover less direct costs, site rentals and
amortisation of advertising rights, of the Group amounted to
HK$41.9 million in 2003 (2002: HK$30.3 million]. In the fourth
quarter of 2003, the gross profit from the Mainland China
operations was HK$16.0 million, increased by 12% compared
with the third quarter. The increase was achieved as more
revenue was generated from the Group’s higher profit margin
own media. Gross profit from the Hong Kong operations in the
fourth quarter of 2003 was HK$1.8 million, and was slightly
higher than the HK$1.7 million for the third quarter. The
increase was mainly due to an increase of 22% in turnover in
the fourth quarter compared with the third quarter.

The gross margin of the Mainland China operations in the fourth
quarter of 2003 was 27%, higher than the gross margin of 26%
in 2002. The gross margin of the Hong Kong operations reverted
to a positive 12% in the second half of 2003 as compared with a
negative gross margin in the first half of 2003 and in 2002.

Other revenue and other net income

Other revenue and other net income included mainly bank
interest income, incentives from the Nanjing government and
consultancy service income. The decrease of HK$2.0 million in
other revenue was mainly due to compensation income received
in 2002 from a customer for early termination of contracts, which
did not recur in 2003.
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Operating expenses

Site rentals, being the single largest component of the Group's
operating expenses, amounted to HK$102.9 million for the year
ended 31 December 2003, increased by 9% compared with 2002.
Out of the total site rental, 32% was variable site rental. Other
direct costs are mainly variable costs and comprised media
buying, business tax and production costs.

Staff costs, including directors’ fees, of the Group for the year
ended 31 December 2003 amounted to HK$30.1 million,
representing a decrease of 11% compared with 2002. Such
decrease was mainly due to a decrease in the number of
employees as a result of redundancies in the Hong Kong office
and an adjustment made for the over-provision of staff social
welfare insurance.

The total number of employees at 31 December 2003 was 269
(2002: 273). The number of employees in Hong Kong decreased
by 10 from 30 in December 2002 to 20 in December 2003. The
decrease in number of employees in Hong Kong was due to
redundancies in the Hong Kong office as a result of the
downsizing of the Hong Kong operations. The number of
employees in Mainland China increased by 6 from 243 in
December 2002 to 249 in December 2003. Most of the new
recruits were sales professionals for development of National
Key Accounts and new media, including the Beijing Light Rail
System which commenced operations this year. As a
percentage of turnover, staff costs represented 11% (2002:
12%) of turnover. The percentage for the Mainland China
operations was maintained at approximately 11% for both 2003
and 2002 and the percentage for the Hong Kong operations
was reduced to approximately 10% for 2003 from 12% for 2002.
The average staff cost per employee per month also decreased
in 2003.

Depreciation and amortisation for the year ended 31 December
2003 amounted to HK$41.0 million (2002: HK$34.8 million). The
increase was mainly due to the commencement of amortisation
in 2003 for the advertising rights to certain buses in Shanghai
secured in 2002 and for the advertising media within the Beijing
Light Rail System.
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Other operating expenses of the Group for the year ended 31
December 2003 amounted to HK$34.4 million (2002: HK$29.0
million), including a provision for bad and doubtful debts of
HK$6.3 million (2002: HK$2.6 million]). The provision for bad
and doubtful debts for the year ended 31 December 2003 as a
percentage to turnover was approximately 2%. Other operating
expenses, excluding the provision for bad and doubtful debts
foryear ended 31 December 2003, amounted to HK$28.1 million,
representing an increase of HK$1.7 million compared with the
year ended 31 December 2002. Higher operating expenses were
mainly due to increases in office rentals and marketing
expenses.

Results from operations

Results from operations for the fourth quarter of 2003 amounted
to HK$2.7 million, a further improvement of 19% from the third
quarter and an improvement of HK$9.2 million compared with
the second quarter. In comparison with the corresponding
quarter of 2002, the results from operations for the fourth
quarter of 2003 showed an improvement of HK$21.1 million.
The improvement was partially due to a provision for onerous
contracts for the Hong Kong operations made in the fourth
quarter of 2002. Excluding such provision in 2002, the results
from operations for the fourth quarter of 2003 still showed an
improvement of HK$8.5 million compared with the
corresponding quarter of 2002.

Taking into account the Group's attributable share of profits
from the jointly controlled entities and the associate, the profit
before taxation and interest for the fourth quarter amounted to
HK$10.3 million, a further improvement of 12% from the third
quarter and an improvement of HK$10.5 million compared with
the profit before taxation, interest and provision for onerous

contracts of the corresponding quarter of 2002.

Finance costs

Finance costs for the year ended 31 December 2003 increased
by HK$2.5 million to HK$13.8 million compared with 2002. The
increase in finance costs was for the bank loans drawn down
by Shanghai MPI. The bank loans are a short term arrangement
and upon the increase of registered capital of Shanghai MPI,
such bank loans will no longer be required.
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EBITDA and profit/loss attributable to shareholders

EBITDA and adjusted EBITDA of the Group for the year ended
31 December 2003 were HK$28.0 million (2002: HK$14.0
million) and HK$44.3 million (2002: HK$28.9 million])
respectively. Despite the difficult business environment in the
first half of 2003, the Group’s full year EBITDA and adjusted
EBITDA for the year ended 31 December 2003 still achieved an
improvement of HK$14.0 million and HK$15.4 million
respectively compared with 2002. The improvement was the
result of overall improvement in turnover post-SARS and the

implementation of cost control measures.

EBITDA and adjusted EBITDA of the Group for the fourth quarter
of 2003 were HK$14.2 million and HK$19.2 million respectively
and represented a further improvement of 9% and 8%
respectively compared with the third quarter of 2003 and
represented five-fold growth and more than two-fold growth
respectively compared with the second quarter of 2003.

The loss attributable to shareholders for the year ended 31
December 2003 amounted to HK$21.8 million (2002: HK$29.9
million). The loss was mainly due to the adverse impact brought
by the outbreak of SARS in the first half of 2003. The Group’s
post-SARS recovery enabled the Group’s results to revert to an
overall quarterly profit in both the third and the fourth quarters
of 2003. The Group's profit attributable to shareholders for the
fourth quarter of 2003 was HK$1.8 million, improved by 159%
compared with the third quarter of 2003.

Segment Analysis

Mainland China operations

The turnover from the Mainland China operations for the year
ended 31 December 2003 was maintained at a similar level as
for 2002 at HK$217.1 million (2002: HK$218.9 million). The
Group's turnover in the first half of 2003 was significantly
affected by the outbreak of SARS. The Group’s turnover from
its Mainland China operations in the first half of 2003 dropped
by 10% compared with the first half of 2002. To cope with the
difficult business environment during the outbreak of the SARS,
the Group realigned and restructured its sales force and
strengthened its sales force to develop the key accounts. As a
result, in the post-SARS third quarter of 2003, turnover from

the Mainland China operations increased by 33% compared with
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the second quarter of 2003. Though the turnover from the
Mainland China operations for the third quarter and the fourth
quarter of 2003 were about the same, as more revenue was
generated from the Group’s higher profit margin own media,
the gross profit from the Mainland China operations increased
by 12% and the net profit increased by 76% in the fourth quarter
as compared with the third quarter.

Combined turnover, including the turnover of the two metro
joint ventures and the production joint venture, for the year
ended 31 December 2003 amounted HK$369.7 million (2002:
HK$337.7 million). Combined turnover for the fourth quarter of
2003 amounted to HK$104.5 million which was maintained at a
similar level as for the third quarter of 2003 and the
corresponding quarter of 2002. Of the combined turnover for
the year ended 31 December 2003, advertising on bus bodies
and metro systems, in aggregate, accounted for 74% (2002: 79%)

and advertising on billboards accounted for 7% (2002: 3%).

Bus advertising

Turnover from bus advertising for the year ended 31 December
2003 amounted to HK$135.7 million, representing a decrease
of 9% compared with 2002. The decrease was due to the effect
of SARS in the first half of 2003 when services of certain air-
conditioned buses were suspended. Post-SARS, turnover of the
Group’s bus advertising business has improved. Turnover from
bus advertising for the third quarter and the fourth quarter
amounted to HK$38.7 million and HK$40.8 million respectively,
representing increases of 37% and 45% respectively compared
with the second quarter of 2003 and an increase of 14% and 3%

respectively compared with the corresponding quarters of 2002.

The Group's operating profit from the Mainland China
operations, which was mainly from the bus advertising business,
reverted to a profit of HK$3.2 million for the third quarter of
2003 and HK$3.8 million for the fourth quarter. The operating
profits from the Mainland China operations for the third quarter
and the fourth quarter represented improvements of HK$4.7
million and HK$5.3 million respectively compared with the
second quarter of 2003 and represented improvements of 47%
and 9% respectively compared with the corresponding quarters
of 2002.
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Metro advertising

Metro advertising was least affected by SARS. Turnover from
the two metro joint ventures continued to grow quarter to
quarter in 2003 as well as in comparison with 2002. Turnover
from the two metro joint ventures for the year ended 31
December 2003 amounted to HK$133.2 million (2002: HK$117.5
million), representing an increase of 13%. Turnover from the
two metro joint ventures for the fourth quarter of 2003
amounted to HK$39.5 million which represented an increase
of 10% compared with HK$35.9 million for the third quarter
of 2003. The Group’s advertising income from the Beijing Light
Rail System in the fourth quarter also increased by
approximately 65% comparing with the second quarter.

The Group’s share of profits from the two metro joint ventures
for the year ended 31 December 2003 amounted to HK$20.1
million, an increase of 27% compared with HK$15.8 million for
2002. The share of profits from these two metro joint ventures
for the fourth quarter amounted to HK$6.4 million which
represented a further growth of 4% compared with the third
quarter of 2003 and represented an increase of 32% compared
with the corresponding quarter of 2002.

Billboard advertising

Turnover from billboards for the year ended 31 December 2003
amounted to HK$26.0 million (2002: HK$9.3 million), an
increase of HK$16.7 million. The increase was principally as a
result of the Group’s alliance with STA, a major outdoor
advertising operator in the billboard sector in Shanghai. The
strategic alliance with STA does not only demonstrate the
Group’'s commitment to enriching its media portfolio and
strengthening its presence outside its extensive transport media
network in Shanghai, but also provides a more comprehensive
outdoor advertising media package for the Group's clients. This
diversification into other outdoor media formats beyond the
transport sector will both expand the clientele of the two

companies and maximize synergies.

Operating expenses

Staff costs for the Mainland China operations for the year ended
31 December 2003 amounted to HK$23.1 million and were
maintained at the same level as for 2002.
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Other operating expenses for the year ended 31 December 2003
amounted to HK$29.1 million, including a provision for bad and
doubtful debts of HK$5.9 million. Other operating expenses,
excluding the provision for bad and doubtful debts for the year
ended 31 December 2003, increased by HK$3.4 million
compared with the year of 2002. Higher operating expenses
were mainly due to increases in office rental and marketing
expenses. Other operating expenses, excluding the provision
for bad and doubtful debts for the fourth quarter of 2003, were
maintained at the same level as for the third quarter of 2003
and represented a decrease of 14% compared with the first
quarter of 2003. The decrease was mainly a result of the

adoption of cost control measurements.

EBITDA, adjusted EBITDA and Net Profits

With the implementation of cost control measures by the Group
and containment of SARS, the Group's Mainland China
operations reverted to net profits for both the third quarter
and the fourth quarter which amounted to HK$1.3 million and
HK$2.3 million respectively, and represented significant
improvements compared with a net loss of HK$3.1 million for
the second quarter and a net loss of HK$10.5 million for the
first quarter of 2003.

EBITDA and adjusted EBITDA for the fourth quarter were
HK$15

an increase of 10% and 7% respectively compared with the third

T million and HK$19.2 million respectively, representing

quarter of 2003, and represented an increase of 27% and 23%
respectively compared with the corresponding quarter of 2002.

Hong Kong operations

Turnover from the Hong Kong operations for the year ended 31
December 2003 amounted to HK$60.1 million, a decrease of
16% compared with the year of 2002. The decrease was mainly
due to the outbreak of SARS and a decreasing number of media
spaces upon expiry of certain site rental contracts. Turnover
from the Hong Kong operations for the fourth quarter of 2003
amounted to HK$16.1 million, an increase of 22% compared
with the third quarter of 2003. The increase was due to the

overall improvement in turnover after SARS.

The Hong Kong operations achieved a net profit of HK$0.9 million
in the fourth quarter of 2003, representing an improvement of
39% compared with HK$0.6 million for the third quarter and an
improvement of HK$20.3 million compared with the

corresponding quarter of 2002. This was the result of expiry of
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certain less-profitable site rental contracts and the implementation
of cost reduction measures, including redundancies carried out in
the Hong Kong office during the second quarter. The number of
employees in the Hong Kong office was reduced by 33% from 30
employees to 20 employees. Staff costs for the fourth quarter of
2003, therefore, were reduced to HK$1.1 million, a decrease of
34% compared with the second quarter of 2003.

The Group considers that lower guaranteed payments for
advertising sites and overheads has helped it to maintain its
competitive edge in Hong Kong and will improve the returns in
the future.

Liquidity and Financial Resources
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The Group continues to be in a healthy financial position.
Despite sustaining a loss for the year ended 31 December
2003, principally due to SARS, the Group generated cash of
HK$21.6 million from operations for the year ended 31
December 2003. Cash and bank balances at 31 December
2003 amounted to HK$140.3 million (2002: HK$161.4 million).
Pledged deposits with banks for banking facilities made
available to the Group as at 31 December, 2003 amounted to
HK$202.2 million (2002: HK$196.4 million). The increase in
the pledged deposits of HK$5.8 million was largely due to an
increase in deposits pledged with banks for securing bank
loans of HK$35.8 million (RMB38.0 million) for the strategic
alliance with STA. As at 31 December 2003, the Group had
bank loans of HK$257.4 million (2002: HK$232.2 million) and
a Convertible Bond of HK$85.0 million (2002: HK$85.0 million)
issued to the majority shareholder. The maturity date of the
Convertible Bond was 31 December 2004. However,
Morningside CyberVentures Holdings Limited, the majority
shareholder, has issued a letter to the Company undertaking
not to demand repayment of the principal sum of HK$85.0
million due under the Convertible Bond for a period of 12

months from 31 December 2004.

As at 31 December 2003, the current ratio was 128% with
HK$480.1 million of current assets against HK$376.0 million
of current liabilities. The consolidated net asset value of the
Group as at 31 December 2003 was HK$428.3 million or HK$0.5
per share.

Additions to fixed assets, mainly for the computer equipment,
for the year ended 31 December 2003 amounted to HK$4.3
million and addition to advertising rights, mainly for the buses

in Shanghai and Nanjing, amounted to HK$71.2 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 2003
is analysed as follows:-

AEER-_EZ=F+_A=+—HZE®
BRI ¢ -

Type of debt Debt maturity HK$ Million .
B BRI A HEET *
Short term bank loans Repayable within 1 year

R ERITE R BR—ERIEE 257.4 7
Convertible Bond Repayable over 1 year to 3 years

A (5 BN — R E=FNEE 8.0 2
Total

e 342.4 100

Out of the total borrowings of HK$342.4 million, HK$251.6 million
was denominated in Renminbi and HK$90.8 million was
denominated in Hong Kong dollars. Bank loans of HK$257.4
million as at 31 December 2003, were secured by cash deposits
of HK$199.9 million. 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 105% of the lending rate of the PBOC.

Interest is payable on the Convertible Bond, at a rate of 2.5%

perannum.

Treasury Policies

The Group adopts a conservative approach towards its treasury
policies. The Group strives to reduce exposure to credit risk by
performing ongoing credit evaluations of the financial condition
of its customers. To manage liquidity risk, the Finance
Committee closely monitors the Group’s liquidity position to
ensure the liquidity structure of the Group's assets, liabilities
and commitments and to ensure that the Group can meet its
funding requirements.

B E48%8 5 342,400,000787T © & 251,600,000
ETTAA R AR - M 90,800,000 7T Al
LBTTREN - R-TE=F+-A=+—H
ZSRITEFUA257,400,0008 7T © 1A199,900,000
BILRSFRERER - UBTTABMZIR
TEBEEXRZRITERFIEM0.75 EEHE -
MAANRE BB ZRTEBESRN TR
FRARRIT ([RFRARET) BEMNET
DZNTEESZ—ATHTS -

AHMRESZENTE - RFESXK25E -

P EETE

AEBRMEROVIBEE - NEBTE R
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FIEENEERR MBEZEETYEER
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BEMAENRBILERE B IAES L REE
BEENEEEESHELR -



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 the year ended 31 December 2003, 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, the management will continue to monitor the relevant
circumstances and will take such measures as it deems

prudent.

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

Contingent liabilities

At 31 December 2003, the Group had contingent liabilities
totaling HK$4,520,000 (2002: HK$4,703,000) 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 2003, guarantees given by the Company
to banks to secure banking facilities made available to
the subsidiaries amounted to HK$132,170,000. (2002:
HK$166,729,000)
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EHEEERERE o AT BEESRN
BEHEE  THERAFWUBERLAEATE
R SRERAR FEFE 16

AR ER B MR R 2 I MOGRE R R 60
X o

HARMR

R-BT=F+_"A=+—0 K&E@
SRAMEALL 45200008 (ZEE_F
4,703,000 7T) ° ZRABEDAEELAR
BEBRRBIULE - EEDZRITER - A
BR—EMBARZERITRESTE THE
AT e B AR 2 EE °

R-ZEE=ZF+-A=+—0 " K27z
RITMMBRARREZRITEEMELZ
FERA 132,170,000 (BT _F
166,729,000 7T) °



MEDIA PARTNERS INTERNATIONAL HOLDINGS INC.

48

Operating lease commitments EHERIE
Operating lease commitments due within one year for the Eé:ggii‘?' A=t—BR-ZBZT_F
Mainland China and Hong Kong segments as at 31 December TZA=T—H  BPBERNMREBEES
2003 and 31 December 2002 are set out below. HR—FA Z”“%fﬂiﬁ%ﬂ*ﬁﬂ—l: o
Within one year Mainland China Hong Kong Total
—FR FRE A3 ) &5t
HK$ million HK$ million HK$ million
BEBT BEXET BEBT
At 31 December 2003
—mm=sl-pA=1_q 33.3 13.7 470
At 31 December 2002 28.4 371 655

R F+-A=+—H

Operating lease commitments due within one year at 31
December 2003 for the Mainland China segment remained low
and amounted to HK$33.3 million (2002: HK$28.4 million]. The
increase of HK$4.9 million was due to the advertising rights
secured for approximately 4,000 buses in Shanghai at the end
of 2003. Securing the exclusive advertising rights to these
additional buses in Shanghai is of strategic importance to the
Group as Shanghai is the city with the highest advertising
spending in Mainland China.

Operating lease commitments due within one year at 31
December 2003 for the Hong Kong operations were reduced to
HK$13.7 million from HK$37.1 million at 31 December 2002.
The decrease was mainly due to the expiration of media sites
with fixed and high site rental in 2003.

Employee Information

At 31 December 2003, the Group had a total of 269 (31 December
2002: 273) employees, of which 249 (31 December 2002: 243)
were located in Mainland China and 20 (31 December 2002: 30)
in Hong Kong. Total salaries and related costs incurred in the
year ended 31 December 2003 including directors’ emoluments,
amounted to HK$30.1 million (year ended 31 December 2002:
HK$33.7 million).

RZBZE=F+_A=+—8 FEAHBS
o —F RS EAFELRFF 33,300,000
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ZHT R SN B RN E T HEEA
BEAEEMEERREE

R-FBT=F+-A=+—H BTEEHKZ
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=-+—H2237,100,000/& T8 4% 13,700,000
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xazE MR A (RIEEEME) 6514
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H :33,700,00087T) °



The salary and benefit levels of the Group’s employees are kept
at a market 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 adopted a share option scheme whereby selected
employees of the Group may be granted share options to
subscribe for shares of the Company for the purpose of
recognising the contribution made by such employees and
retaining the services of the employees who will continue to
make a valuable contribution to the Group.

Significant Investments and Acquisitions

In March 2003, the Group made a capital investment of HK$1.1
million to fund the establishment of a joint venture in Shenzhen
to explore opportunities in the southern part of Mainland
China.

In April 2003, the Group entered into a strategic long term
alliance with Shanghai Tulip Advertising Co., Ltd., one of the
major outdoor advertising media players in Shanghai for co-
operation in planning, development, management and
marketing of outdoor advertising media including billboards,
neon signs, unipoles and large scale display screens in
Shanghai.

In December 2003, the Group entered into agreements with
various bus companies in Shanghai, securing the exclusive
advertising rights to operate and market the advertising media
relating to their bus fleets averaging approximately 10 years
commencing from 1 January 2004. According to the terms of
such agreements, the Group has secured exclusive advertising
rights for buses running along routes with high passenger flows
in Shanghai.
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BUSINESS
OBJECTIVES

1%

o8

The following is a comparison of the actual business progress for the six months ended 31 December 2003

(“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.
UTHERBZE_ZZ=F+_A=+—HIXEAA (UTHE [EEH]) sEREXBERR_ZT_F—-F+H1H
TBE 2 BMRERF I 2 ¥55 B IRLE - RAREAR FREBIEEBEIER - MR BB HIEHETT -

Business objectives for the review period as
stated in the Prospectus

BRERMIINEBAE 22K E &

Actual business progress in respect of the six months period
ended 31st December, 2003
BLE—Z2Z=F+-A=+—HLEXEAZERXBERRE

Addition of advertising concessions in the light rail
systems in southwestern Mainland China and central
Mainland China.

HEnrh B PE R AR N 2 B AR R 5 A o

Continued expansion of the existing bus advertising
network by securing advertising rights to approximately
50to 100 buses in eastern Mainland China, 50 to 100 buses
in northern Mainland China and 50 to 100 buses in
northeastern Mainland China.

FHREGERA) 50 2 100 HE £ - FEJLAY 50 F 100 #
B4 K& AR B L EBA 50 & 100 $RE + 2 B i A -

TEEFIR A B T EERLE o

Continued addition of approximately 800 to 1,000 taxi bodies
and approximately 800 to 1,000 taxi-top advertising panels
in Nanjing, Chongging and Chengdu and exploration of
opportunities in other parts of the Mainland China.
PEEFTRER - BERKEBLI00E 1,000 8 =S
N #4800 % 1,000 LB TEE SN - WEPBEAME
o[ RS -

Continued expansion of the shopping mall digital display
advertising system in Hong Kong to one or two new malls.
MR EEBYESERANEBRERSNESERERE
— (AR EREE RS -

During the review period, the Group secured the extension line
(Xin Min Line) of Shanghai Metro Line 1 for a term of 10 years
and was selected as the only company to discuss the final terms
of the advertising rights for the Nanjing metro system.
REIEEEA - AEEES LEmE — SRR TR (ERR) 8
HRERE  RETF - AEERM ——FHEEME e
RV B A RIS AR

During the review period, the Group secured advertising rights
to approximately 4,000 buses in Shanghai to further strengthen
the Group's overall market position in the Mainland China.
REESAR - NEEE L/GESK) 4,000 ME L2 HEER
o E—TZEAREERN B AT 5L o

During the review period, the Group, through its associate, POAD,
operated taxi-top advertising panels for over 400 taxis in Hong
Kong. In Mainland China, in view of more attractive opportunities
in other transport segment, the timing for introduction of taxi-
top advertising panels is being reassessed.

REESA - AREREBERBEE 227 POAD K288
400FREETRE S - NP B RIS EE B RER
BERRS|  AEEESHHESI AN TEIRE SRR o

In view of more attractive opportunities in other advertising
media, the timing for expansion of the shopping mall digital
display advertising system in Hong Kong and in Mainland China
is being reassessed.

ENEMESRETANE  AKREEEMHEREERT
B A 3th B (R BUAS SRR 2R R 5 RATHOR K o



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 2003, the Group has incurred the following amounts

to achieve the business objectives as set out in the

Announcement dated 24 January 2002:-

FriSRIER®

REBEBARALTHREELEESY
235,000,000 87T © A& 4B mfaﬁﬂiﬂé £&
SHE84 213,000,000 87T ©

R-TZ—
T=F+ =
Bz ERA
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A=t+—RA(LHmH) ==&
=t+—BLLHRE - TIAKRE
NEER T HRN —TZ—F

—AZTHBEZRAEZEBERE

As stated in the

Amount utilized
during the year

Announcement  Amount utilized from 1 January Accumulated
dated 24 as at 31 2003 to 31 utilization at 31
January 2002 December 2002 December 2003 December 2003
TR T4 R-TT-F R-FE=F—A R-ET=F
—A=+mMBE +ZA=+—H —BEZTT=HF +-A=+—HIt
ZREFRERR ZEBRBAR +ZA=+—BIE  ZZHERAXR
ZEBRX
HK$ million HK$ million HK$ million HK$ million
EEEET BEEET EBEEET EBEEET
Expand the existing advertising media network
and develop new advertising media 40 40 0 40
BARENESERBERERTESRE
Secure new advertising concessions in the metro
and light rail systems in Mainland China 122 15 10 25
FERRAE AP B PO it 3 80 e S R A O R AR AR i R
Establishment of joint ventures in Shenzhen, Chengdu and Shanghai 7 3 1 4
PRI REB R BRI A SR
Plaﬁ:ed as pLedEed deposits 35 35 0 35
EREERER
‘Cie\ne\ral Worklng Capital 9 5 4 0
EEELAE
213 98 15 113

The remaining net proceeds have been placed on short term bank deposits in various banks.

BT 2 EEFEEFHRRE TRITEEHREN
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The Board and senior management executed high standards
of business ethics and corporate governance within the Group
throughout the year.

The Board

The Board supervises the management of the Company. The
Board meets, at least four times a year, with a formal schedule
of matters reserved for its attention. In addition to receiving
information between meetings about the performance and
operations of the Group, the Directors also have access to
relevant and timely information, obtaining independent
professional advice whenever necessary. Every Director gives
sufficient time and attention to the affairs of the Company.

Formulating the strategic development of the Group, reviewing
and monitoring the performance of the Group as well as
approving financial statements, major investments, etc. are the
main responsibilities of the Board. 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. In the appropriate
circumstances and as and when necessary, Directors will seek
independent professional advice at the Company’s expense,
ensuring that board procedures, and all applicable rules and
regulations, are followed.

Non-executive Directors, consisting of a good mix of business
consultant, accountant and economist, serve the important
function of advising the management on strategic development.
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They ensure that the Board provide high standards in financial
and other mandatory reporting while also implementing
adequate checks and balances to safequard the interests of
shareholders and the Company as a whole. They are all
financially independent of the Company and any of its

subsidiaries.

There is no family relationship between any of the Company’s
directors or executive officers.

In 2003 the Board:-

i} reviewed and approved the annual financial statements of
the Group as well as the quarterly reports;

i) decided on the resolutions to be tabled in the Annual
General Meeting;

i) reviewed and approved the notificable transactions and

related announcements and circulars;

iv] addressed the issues to be dealt with by the Board in
accordance with respective laws and regulations applicable
to the Company;

v) evaluated the material acquisitions of assets, investments
and key human resources issues;

vi] formulated long-term strategy;

vii) ensured that effective internal controls take place within

the Group; and

viii) reviewed the performance of the operating divisions.

In accordance with the Company’'s Memorandum and Articles
of Association, the Directors are subject to retirement by rotation
and being eligible, may seek for re-election in the forthcoming
Annual General Meeting.

The function of non-executive Directors includes their
participation in the Company's board meetings, bringing their
independent judgment to bear on issues of strategy,
performance, resources, key appointments and standards of
conduct. In addition, they also take the lead where potential
conflicts of interests arise.

The Non-executive Directors receive a reasonable level of
remuneration, which is in line with the market rate and their
contribution in terms of time, effort and expertise. Individual
Director’'s remuneration is provided in note 6 to the financial
statements.
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The Company Secretary responsible to the Board and ensures NRAMERHEETTRERRREST IR
its effective functioning, i.e. that the Board complies with all BRHIT - NEEFETAAERED X

applicable laws and regulations. These include Directors’ RA - ZBEDIRARRNBEEHEFHER
obligations relating to disclosures of interests in securities, Hiem  WEECOARER  BHEENE
disclosures of any conflicts of interest, dealing in securities BREERURENERE - RAWE TR
and handling or dealing with the disclosure of price-sensitive BREEEEERZE G IAS AL -

information, etc. The Company Secretary also keeps all
Minutes of meetings of the board and the committees of the

Company.

The Board meets reqularly at least four times a year. Such EFeFRINREHERE® AT
regular meetings will normally involve the active participation, Hed - REHAZHBAERLFEEAZES
either pysically present or through other electronic means of (RF B BHEMEFRAFN) BHE2HE -
communication, of a majority of directors entitled to be present. NTRAMBFENEEFSARSEZLE

The following is an attendance record of the meetings held by N EEeeEs THHER -
the Board during the financial year and the average attendance

at Board meetings:-

Number of meetings Member’s average
Attendants at Board Meetings attended in 2003 attendance
ESggRbEE —EE=FHEEEZHAE REFHHER
Executive Directors #1TE%E
George Ka Ki CHANG (Vice chairman) 5=5REE (BIEE) 4 100%
Winnie Pik Shan TO (CEOQ) 2} (1TE4ZL) 4 100%
Tony Cheung Kin AU-YEUNG BX[5R{E 4 100%
Non-executive Director FHTESE
Gerald Lokchung Chan (Chairman) BRZ:R (Ff%) 2 50%
Independent non-executive Directors B EHITES
Lawrence Juen Yee LAU &% 3 75%
Meocre Kwok Wing LI Z=E£& 4 100%
Paul Laurence SAFFO 4 100%
[l business transacted at the respective meetings are REBRLMBREZ2E B%f“i’:ﬁﬂ BEal
documented in the minutes. Some Board decisions are made 24N % é?@ RECBBABEENE
via written resolutions of all directors. EORZRMEE
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Segregation of Chairman and
Chief Executive Officer

As a matter of good corporate governance, segregation of the
roles of Chairman and Chief Executive Officer have been
implemented within the Company since MPI’s listing to avoid
the concentration of power within any one individual in the
decision making process.

Board Committees

The Board has also established the following committees with
defined terms of reference:-

e 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 all independant non-executive Directors
namely Mr. Meocre Kwok Wing LI, Professor Lawrence Juen

Yee LAU and Mr. Paul Laurence SAFFO. The Audit Committee

met four times during the year 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
before their submission to the Board of Directors;

ii)

iv] monitoring the speed and effectiveness with which the

nominating external auditors for reappointment; and

recommendations made by Audit Committee are implemented.
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The Audit Committee meets with the external auditors to discuss
the quarterly and annual financial statements. The external
auditors, the Chief Financial Officer and the Company Secretary
are also in attendance to answer questions on reports or the
works completed. In addition, the external auditors were
instructed by the Audit Committee to undertake a review of
certain internal control systems of a major subsidiary of the
Group during the year ended 31 December 2003.

The Audit Committee also discusses matters falling within its
terms of reference in the presence of the Chief Financial Officer
and the Company Secretary without any other senior
management being present.In preparing the quarterly and
annual accounts where there are questions of interpretation of
accounting standards involving choices that are likely to
materially impact the accounts, the Group Finance prepare an
analysis on the nature and importance of the issue, presenting
the pros and cons of various possible solutions and explaining
the reasons for recommending a given approach to the Audit
Committee. The Audit Committee has full access to, and the
co-operation of, the Company’s management in ensuring that

it is satisfied with the Company’s internal controls.

The following is an attendance record of the meetings held by
the Audit Committee during the financial year and the average
attendance at Audit Committee meetings:-

ERZBEQEINERBAERE U FE
N2 FRBEEHK o SNERXERED - MHEAEH R
REMENELE - UBEETKZRE
HTEERMZMHE - I E—TT=F1
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ERZBENENBRRRARWE 2 HFE
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REEANZFE - ERHIFTEREFRHA
o fWE S ERIREL ZMEMMmS &2
BETREEURAENEATE  AIAEE
ZHEANBBRBE—MD O - FIHEE
HzHEERERE - ZHEATRARTRZA
HEE . UEMBRERZREERETENA
ZRAE - BREBERARRZERERD
BF - BAREREARRZARREE -

NTEAMBEENERZZEGAREH L
HELEMERZREeR 2 FHLFEE -

Number of meetings
attended in 2003 attendance

Attendants at Audit Committee Meetings

Member’s average

ERZESHESE —EE=FHESECEA ZEFYHER
Independent non-executive Directors BN FEHITES
Lawrence Juen Yee LAU ZIi&% 3 75%
Meocre Kwok Wing LI ZEI£E 4 100%
Paul Laurence SAFFO 4 100%
Others Attendants HEfthHifF#&
Stephen Cheuk Kin LAW Z& &2 B2 A 100%
External auditors SMNIZ4ZEREM 4 100%




Compensation Committee

The Compensation Committee was formed on 18 March 2002.
Members of the Compensation Committee include:-

Gerald Lokchung CHAN

Tony Cheung Kin AU-YEUNG

Paul Laurence SAFFO

Their duties consist of:-

i) reviewing and making recommendations for (a) the
Company's Share Option Scheme, (b] the salary, bonus and
benefits structure for Company officers and management,
and (c] any subsequent adjustments to (a) and (b), to the
Board;

i) 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.

Finance Committee

The Board's Finance Committee was established on 18 March
2002 and presently consists of two executive Directors of the
Board and the Company’s Chief Financial Officer being:-

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
approving the Group financial matters relating to items such
as the investment of surplus funds; undertaking, determining
and approving banking facilities, performance bonds,
guarantees, indemnities, mortgages, and pledge deposits; as
well as the operating and closure of bank accounts with the

various financial institutions.

During the year, meetings were held periodically and all

members attended the meeting.
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Nomination of Directors

Currently, the appointment of a new director is effective after
its appointment is unanimously approved by all the members.
The establishment of the Nomination Committee is not
considered necessary for the time being. In view of the recent
proposed Amendments to the Listing Rules to Corporate
Governance Issues, the Board will continue to review the
relevant amendments and will take the necessary steps to

comply with the new requirements as and when appropriate.

Shareholders

It is the Company’s responsibility to maximize the interest of
shareholders. The Board makes an effort to maintain an on-
going dialogue with shareholders by using annual general
meetings or other general meetings to communicate with

shareholders and encourage their participation.

If a pollis required under the circumstances, the Chairman of

the meeting will provide the following explanation to the

shareholders:-

e the procedures for demanding a poll by shareholders before
putting a resolution to the vote on a show of hands; and

e the detailed procedures for conducting a poll and then to
answer any questions from shareholders whenever voting
by way of a poll is required.

The Chairman of a meeting will announce the result of each
resolution after it has been dealt with on a show of hands. The
Company will ensure the votes cast are properly counted and

recorded.
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Human Resources

During the year under review, the number of Group employees
reached a total of 269 including 249 in Mainland China. The
remaining employees are in Hong Kong. To attract motivated
and experienced staff and managers, the Group offers
competitive remuneration and benefits packages to employees.

Internal Communication

To strengthen internal policy communication and nurture the
Group culture, a number of newsletters e.g. business
performance updates, market trends, internal activities, etc.

are published within the Group on a regular basis.

Social Activities

The Group’s long-standing policy to encourage friendly relations
within the Group 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 Policies and Benefits

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

The Group participates in Mandatory Provident Fund ("MPF")
schemes operated by an approved MPF trustee for all qualified
employees in Hong Kong. In addition, the Group's subsidiaries
in Mainland China participate in central pension schemes
operated by the local government. These subsidiaries make
mandatory contributions to these central pension schemes to

fund employees’ retirement benefits.
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Training and Development

Preparing for a more competitive environment, staff training
and development are considered critical in attracting, retaining,
encouraging and motivating its workforce. The Group therefore
gives due emphasis to staff training and implements a policy of
sponsoring staff for 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. The Group also organises
seminars for staff, to enhance their professional know-how,
and provide a better understanding of the industry practices. In
addition, human resources management training was also
provided, laying solid foundations for the Group's recruitment
systems, remuneration packages, as well as staff training

programs.

Internal Controls

The Board is responsible for ensuring that internal controls
are in place to monitor risk, financial controls and compliance
and as a result shareholders’ interests are safeguarded. The
Group's internal controls have been designed to give reasonable
assurance that the Group's assets and resources have been
safequarded against unauthorised use or disposition, that
transactions are executed in accordance with the
management'’s proper authorisation that are effectively applied,
and that the accounting records of the business are reliable
both in their preparation and in the financial information used,
as well as in their publication and in maintaining accountability
for assets and liabilities. Qualified personnel throughout the

Group maintain and monitor these internal controls on an

ongoing basis. Regular revision of the Group's internal controls

are conducted by a designated person of the Group. The tasks
include:-

i} accessing and reviewing selected aspects of the Group's
activities and internal controls;

i) conducting comprehensive reviews of the practices,
procedures and internal controls of selected business and
support units and subsidiaries regularly;

i) examining and investigating business ethics, conflicts of
interest and other Company policy violations; and

iv] reporting results of the review to the management and

making recommandations.
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The Audit Committee reviews these controls, evaluates their
adequacy, effectiveness and compliance.

During the year under review, the Audit Committee has also
engaged KPMG to provide an independent review of certain
internal controls relating to operational, information and control
systems of a major subsidiary of the Group. KPMG formulated
a review plan which was approved by the Audit Committee. The
review covered media acquisitions, purchase and payments
management, sales and receipts management, representative
office cash reserve management and expenses claims
management.

Budgetary discipline and reporting

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

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 in shares both
by Directors and employees.

The Directors’ responsibility is to safequard the rights and
equitable treatment of shareholders together with the
commercial prosperity of the Company.

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
processes of the Company. Every Director also receives a revised
“Memorandum on the Duties and Responsibilities of a Director
of a Company listed on GEM" prepared by the Group’s external
lawyer to set guidelines on current statutory and regulatory

requirements connected to the business of the Company.
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The Company has adopted a set of conduct standards regarding
Directors’ securities transactions on terms no less exacting than
the required standards set out in the GEM Listing Rules. In
addition, the Company makes specific enquiries among all
Directors, to ascertain whether the Directors of the Company
have complied with or if there has been any non-compliance
with the required standards as set out in the Listing Rules.

As regards proper code of conduct, a set of guidelines has been
published to provide guidance on matters such as employee
dealings in shares, ethics, etc., from time to time, to the
employees of the Group.

The Group believe it has adopted practices which meet in some

aspects exceed the provisions of the GEM Listing Rules.

External Auditors

Apart from audit services, the Group’s external auditors have
conducted reviews of the Group’s quarterly results, undertaken
a review of certain internal controls of a major subsidiary of the
Group and have provided tax compliance services to certain

subsidiaries of the Group.

Community Responsibility

The Group is committed to actively participating in community
programs and charitable activities. In 2003, especially during
the height of the SARS epidemic, the Group sponsored the “A
mask for everyone” campaign by offering free advertising
billboards to promote Hong Kong's respect for its medical
community.

During the year, The Group also sponsored advertising spaces,
such as at tram shelters, for various charitable organisations,
including Green Peace, Green Power, The Hong Kong Cancer
Fund, Hope Worldwide, ORBIS, Oxfam Hong Kong, World Vision,
and World Wide Fund and local government, reflecting the Group'’s
commitment as a responsible corporate citizen and its care and

concern for the communities within which the Group operates.
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Investor Relations

To enhance its transparency, the Group encourages a two-way
dialogue with institutional investors and analysts. Extensive
information about the Group's activities is provided in its
Quarterly, Interim and Annual Reports, which are sent to
shareholders, analysts and interested parties. The Group also
maintains regular communications with the media. The
Company's news releases, announcements and publications
are circulated, to all major news media. These are also available
on the GEM website. Media briefings are organised from time
to time to detail the Group's latest business initiatives and
development plans. These activities keep the public aware of
the Group's activities and help to foster effective

communications across the Group.

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

The Group's has also achieved the following recognition:-

e The Company's shares started trading on the Berlin Stock
Exchange in November 2003 (Stock Code: MPD-
KYD5958M1050);

e The Group was added to the Standard & Poor's/HKEX GEM
Index in January 2004.

Building on the positive feedback received for its investor
relations work, the Group will be seeking new ways to enhance
investor understanding of its business, operations, and its
corporate culture into the future.
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Best Corporate Governance Disclosure Award
from the Hong Kong Society of Accountants
(“HKSA”)

The Company was pleased to have received a Special Mention
(Non-Hang Seng Index Category] in the Best Corporate
Governance Disclosure Awards from the HKSA in 2003. The

Judges’ commendations on the Company’'s 2002 Annual

Report were as follows:-

i) The Company's Annual Report is clear, well presented and
interesting to read.

i) The quality of the presentation, corporate governance
disclosures and underlying practices demonstrate that the
Company places considerable emphasis on good
governance.

iii) Although the Company does not have a long track record
as a listed company, its annual report represents a good
example for GEM listed companies aspiring to improve their
own corporate governance standards.

Proposed Amendment to Corporate
Governance Issues (GEM Listing Rules)

The GEM Listing Rules, issued by the Hong Kong Stock
Exchange, will be amended to ensure effective implementation
of Corporate Governance. In view of the proposed amendments
to corporate governance issues, the Board will fully monitor
and review the Group's progress in respect of corporate
governance standards and uphold compliance with the new
requirements of the GEM Listing Rules and good corporate

governance practices.
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The following table summarises as far as the Group is aware the latest Best Corporate Governance Practices
carried out by the Group: -

TRIMBEAREERA - I AKREROHITZ RECKERTA : -

To be
Compliance  implemented
Listing Rules Requirement done by MPI by MPI
EHmRAIZRE eSS e RS
[EESs EEHT

Corporate governance practices under existing GEM Rules
BITRIRR L TRRIT 2 EE A
Full Board Meetings

2pEFREHN i
Disclose Directors’ fees and emoluments of independent non-executive Directors in the Annual Report y
EFRBBERLFRTES 2 EFRSNME

Agenda & board papers should be sent in full to all Directors at least 2 days before meetings /
FERIENEEE NN ARFEN RO MANEHNXEMEES

Adequate notice is given of a board meeting to all Directors y
MFEESFHLEARNEFTS I E RABA

All Directors, including non-executive, are entitled to access board papers and materials.

Prompt reply to queries raised by non-executive Directors /
FMAESR (BEFWTES) HAERDRGEFEXNHREN - BREOFIATESREZENESR

Full minutes that are open for inspection should be kept by Company Secretary /
RAMERTE N TR RHLHL THER

Minutes clearly reflect the views of independent non-executive Directors ["INEDs") J/
BERCHERRMIB NI EE 2B

INEDs can seek separate professional advice at the company’s expense /
BIFRTERAHABLEXER - BRBQRRE

If a matter to be considered by the board involves a conflict of interest for a director, a full board

meeting should be held by the Company v
WEEGRREFRFRHRXLESANGEFR > AEALAQRBTEREZTSGHRTE

Every non-executive Director can give sufficient time and attention to the affairs of the Company y

BIFPTEFRERREABEIOIBNRARR 2 EH
New board members should receive an appropriate briefing on the Company’s affairs and relevant
corporate governance materials v/

HEFEREREKEBAAREEREBEXELRER 2B HER

Proposed Mandatory Disclosure Requirements (under consultation)

EZAtRERE (EETHA)

Corporate governance practices

BEER TR

A narrative statement of how the Company has applied the principles in the Listing Rules y

FAS X A AR fA] AR AR R BR Rl 2 bt =Rt

Directors’ securities transaction

BER7EFRS

a) The Company has adopted a set of conduct regarding Directors’ securities transaction on terms
no less exacting than the required standard set out in the Listing Rules y
ARAERM—EEFESFTHRA - RERTER LTRARE 2 RE

b) Having made specific enquiry of all Directors, whether the Directors of the Company have complied
with or whether there has been any non-compliance with, the required standard set out in GEM
Listing Rules and its code of conduct regarding Directors’ securities transactions v
ERFIRARRMEEREARERBEETHREEMTETAER LTRUMRENRELEZT SRS
BRAZER

Board of Directors

EFE

a) The composition of the board /
EEGZHEMK

b] Number of board meetings held during the financial year y
R BFEERNRIT 2 EESSHERE

cJ Individual attendance of each Director, on a named basis at the board meetings /
BEEREEEIAZEALFELE (ALRE)

d] A statement of how the board operates, including a high level statement of which types of decisions
are to be taken by the board and which are to be delegated to management /
BRESGERZRL  EEREAFEARESFSRTMABTRATEERE 2= E 2B

e] Disclose relationships (including financial, business, family or other material/relevant
relationship(s)), if any, among members of the board and in particular, between the Chairman
and the CEO.

BREEFGHEMZBE (BEMK - 25 RESHMEKR HEZEER) (0F) /
LEERERITHER Z BE
Segregation of Chairman and CEO roles /

TRETRERAED T
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To be
Compliance  implemented
Listing Rules Requirement done by MPI by MPI
ERRAIZRE e A% HEBA%

B8 AT

Proposed Mandatory Disclosure Requirements (under consultation)

EEAGIMRERTE (EE1T%A)

The appointment of INEDs representing at least 1/3 of the board y
PRI B FRTEERMEESFE =02 —

The requirement that INEDs should be financially independent of the issuer, its holding

company and any of their respective subsidiaries J
ERFUIFRTESEV R ERBIRETA  EERAFEEESE ZHBAR
The term of appointment of non-executive Directors /

SEMITERREZ G
Board of Directors Committee
EEZSE
Remuneration Committee#
FHEES #
- Role, function and composition of the remuneration committee
FEER 2 AE - B RAEK
- Asummary of work
TIERE
- Policy on Directors’ remuneration J
EEHMBER
- Comprising a majority of INEDs
BUFPTERIEZEEGZAREH
- No. of meetings
BHRE
Nomination Committee*
RHREEG*
- Role, function and composition of nomination committee
REEERZAEG - B RAEK
- Majority of INEDs
BIYIFPTERIERZH
- The nomination procedures and the process and criteria adopted by
the nomination committee N/A N/A
REZB QRN IREBIZFIARBIZFAER TER NEA
- A summary of work
THERE
- No. of meetings
BHERE
Audit Committee
ERLER
- Role, function and composition of the committee members
AG - BEERZE KB ZHEK
- Majority of INEDs
BIIFPITERIEARZH
- No. of meetings
FERE /
- Areport on the work performed by the audit committee during the year and its other duties
set out in the GEM Listing Rules
ERZEGFANTERE RAIFR ETRAMHZ AR E

Proposed Recommended Disclosures (under consultation)
BEEBRESE (EETHA)

Share interests of senior management /
DREEAE 2 B R
Shareholders’ rights y
[ SR AE T
Investor relations J/
REEBE
Internal controls y
PR
Management functions J/
ERED A

* The establishment of a Nomination Committee is not considered # The Remuneration Committee is equivalent to the Compensation Committee. Currently, the
necessary for the time being as a new director’s apointment is Compensation Committee consists of one executive Director and two non-executive Director and the
unamiously approved by all the board members. Company will review the composition of the Committee in view of the latest proposal.
HREINESTHERESAE  URTLEFTEXTRAZE MEZESESRFMEEE - BN - FWEESh —FRITESRMAIFRITERAER - MARBBER
g - RNz EAEMRIARZEZEELERE -
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Executive Directors

Mr. George Ka Ki CHANG

Vice Chairman - Age: 51

Mr. Chang joined the MPI Group in 1995 and was appointed as a Director in June
2001. Mr. Chang plays a pivotal role in advising the MPI Group on its strategic and
corporate development. Mr. Chang began 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: 51

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 16 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: 55

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 18 years,
including 11 years in the PRC for such prominent names 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 into 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: 53

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 Harvard Medical School and the Dana-Farber Cancer Institute.
His many non-profit activities include serving on both the Leadership Council and
Environmental Health Council at the Harvard School of Public Health and the Board
of Councilors of the University of Southern California Annenberg School of
Communication. 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: 59

Mr. Lau was appointed as 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: 49

Mr. Saffo was appointed as an independent non-executive Director in July 2001. He
acts as a forecaster and strategist advising a wide range of global clients on the
long-term impact of emerging technologies on business and society. Mr. Saffo also
serves on various boards and advisory panels including the Stanford Advisory Council
on Science, Technology and Society, the Editorial Advisory Board of Business 2.0,
and the boards of Groxis Inc, and the Long Now Foundation. Mr. Saffo holds degrees
from Harvard College, Cambridge University and Stanford University.
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Mr. Meocre Kwok Wing LI

Independent non-executive Director - Age: 48

Mr. Li was appointed as 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 accountancy 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. Liis
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: 41

Mr. Law was appointed by the Company in July 2001. He has 19 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: 40

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. Min ZHANG

Vice President of Marketing and Business Development - Age: 35

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.
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Mr. Bob Kwai Hang LEUNG

Vice President of Sales - Age: 47

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.

Ms. Nora Wing Chung LI

Vice President of Metro Business Development - Age: 46

Ms. Li joined the MPI Group in August 1996 and has been seconded to Shanghai
Metro JV and is responsible for its daily operation. Ms. Li is currently responsible for
the MPI Group's metro marketing and sales management. Prior to her current
position, Ms. Li served as general manager for the Guangzhou Yong Tong Metro
Advertising Company Limited, sales agent for MPI Group's outdoor media, and Vice
President of Metro Sales and Marketing. 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.

Mr. Marcus Kwok Wing MA

Vice President of Media Development - Age: 54

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 Eastern China.

Mr. Tony Hong Lin JIN

Vice President of Information Management and Process Management - Age: 34
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 MP]I
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.
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Ms. Daisy Wei Wu REN

Vice President of Human Resources and Administration - Age: 37

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: 36

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 worked in 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 in United Kingdom and the Hong
Kong Society of Accountants.

Mr. Dexter Tak Yin HO

General Manager of Metro Sales System - Age: 42

Mr. Ho joined the MPI Group in April 1999. Mr. Ho is responsible for the development
and improvement of the metro sales system. Prior to his current position, Mr. Ho
was General Manager of South China, in charge of 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 16 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.

Mr. March Yeung Ho TSUI

General Manager of Hong Kong - Age: 34

Mr. Tsui joined the MPI Group in March 2003. Mr. Tsui is responsible for expanding
and optimizing media network for Hong Kong area, as well as developing a
professional sales team to achieve Company's agreed sales and profit target. Prior
to his current position, Mr. Tsui was General Manager of Guangzhou branch office
and Shenzhen Media Partners International Advertising Limited. Mr. Tsui has also
worked for MPI Group from 1995 to 1996. Besides his experience in MPI Group, Mr.
Tsui served as Sales & Marketing Director in Quam (HK) Ltd., Sales Director in 24/7
Media Asia Ltd and Account Director in Top Result Promotion Ltd. etc. Mr. Tsui
accumulates rich experience in sales, marketing and business development, and
also possesses expertise in advertising, media, internet and finance fields. Mr. Tsui
graduated from Grantham College of Education.
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Mr. Hang Jun LIU

General Manager-Nanjing - Age : 43

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 as general manager for 12 years. 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. Jian Xin WEI

General Manager - Chongqing - Age: 47

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
Chongging MPI Public Transport Advertising Co., Ltd. Mr. Wei has over 20 years of
transportation experience in Chonggqing. 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. DING Rui Rong

General Manager - Chengdu - Age: 55

Ms. Ding joined the MPI Group in July 2003. Ms. Ding is responsible for the business
development, including the management of daily operations and the implementation
of strategies for Chengdu MPI Public Transport Co., Ltd.. Prior to joining the MPI
Group, Ms. Ding was the General Manager of Chengdu Public Transport Group Media
Co. and Vice General Manager of Chengdu Public Transport Group Co., Ms. Ding has
also worked as a Senior Engineer, Senior Accountant, and Vice Chairman of Expert
Committee of City Vehicle of the Chinese Ministry of Construction, Bidding Evaluation
Expert of Sichuan Province, Vice Chairman of Public Transport Advertising Committee
of Chinese Advertising Association and Vice Chairman of Chengdu Adverting
Association etc. Ms. Ding was awarded the Excellent Female Entrepreneur of Sichuan
Province in 2001 and Outstanding Female Entrepreneur of China in 2004. Ms. Ding
graduated from Sichuan Industry College and holds a Bachelor's Degree of
Engineering.

Ms. Julie Chuan Fang WU

General Manager - Guangzhou Yong Tong Metro Advertising

Company Limited (“Guangzhou Metro JV"] - Age: 37

Ms. WU joined the MPI Group in January 2004. Ms. Wu is responsible for the
management of daily operations and the implementation of strategies in Guangzhou
Metro JV. Ms. Wu has accumulated rich management experiences in her career.
Prior to joining the MPI Group, Ms. Wu was Consultant in GuangZhou ChangYu Group.
She also worked as the Director and General Manager of East & Central China in
Pan Yu Hop Hing Oils & Fats Co. Ltd, General Manager of GuangZhou Hualing
HouseHold Appliances Co., Ltd., Assistant General Manager of China Refrigeration
Industry Co. Ltd., Deputy General Manager of Guangdong Jin Ling Group. Ms. Wu
graduated from Nanchang Institute of Aeronautical Technology.
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HREXEBEERAR

The Directors submit herewith their annual report together with
the audited financial statements of Media Partners International
Holding Inc. (“the Company”) for the year ended 31 December
2003.

Principal activities

The principal activities of the Company and its subsidiaries,
together with its associates and jointly controlled entities, are
to manage and operate a prominent network of outdoor

advertising media in Mainland China and Hong Kong.

The analysis of the principal activities and geographical locations
of the operations of the subsidiaries is set out in note 14 to the

financial statements.

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 BAEKP

Five largest customers in aggregate hAAREF &G
The largest supplier AR
Five largest suppliers in aggregate AAHEERE S

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.
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Financial statements
The loss of the Group for the year ended 31 December 2003 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 95 to 172.

The Directors of the Company do not recommend the payment

of a dividend for the year ended 31 December 2003.

Fixed assets
Details of the movements in fixed assets of the Group during

the year are set out in note 13 to the financial statements.

Share capital
Details of the movements in the share capital of the Company

during the year are set out in note 34 to the financial statements.

Details of the Company's share option scheme are set out in

the section headed “Share Option Scheme” of this report.

Reserves
Details of movements in the reserves of the Group during the

year are set out in note 35 to the financial statements.

Convertible Bond
Details of the Convertible Bond are set out in note 31 to the

financial statements.
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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
Tong 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, Professor Lawrence Juen Yee LAU and Mr Paul
Laurence SAFFO will retire by rotation at the forthcoming Annual
General Meeting. Professor Lawrence Juen Yee LAU has
declined to offer himself for re-election while Mr Paul Laurence

SAFFO, being eligible, offers himself 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 6 and 7 to the financial statements.

Retirement benefit schemes

Details of the retirement benefit schemes of the Group and the
costs charged to the consolidated profit and loss account of the
Group for the year ended 31 December 2003 are set out in

notes 4 and 29 to the financial statements.
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Directors’ interests in shares

As at 31 December 2003, the interests or short positions of the
Directors and the chief executive of the Company in the shares,
underlying shares and debentures of the Company or any of its
associated corporations (within the meaning of Part XV of the
Securities and Futures Ordinance ["SFQ"]) which were notified
to the Company and the Stock Exchange pursuant to Divisions 7
and 8 of Part XV of the SFO (including interests or short positions
which they were taken or deemed to have under such provisions
of the SFQJ, or which were recorded in the register required to
be kept by the Company under Section 352 of the SFO, or which
were required, pursuant to Rules 5.40 to 5.58 of the GEM Listing
Rules, to be notified to the Company and the Stock Exchange

were as follows:

I. Long positions in the shares of the Company

MEDIA PARTNERS INTERNATIONAL HOLDINGS INC.
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REZITHRABRARR A H 5 AR
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Approximate
Name of Personal Family Corporate Others percentage of
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Il. Long position in the underlying shares of the |l. AATHEEROD 2HE

Company
RARRIEERG 2w TR B IRBEAR
NAlZ BRETEIE T ARARIES 23
EERE (BEMEERSNITELR) -
BHFHEBEET

The interests in the underlying shares of the Company arise
from unlisted share options (physically settled equity
derivatives] granted to the Directors of the Company under
the Company’s Share Option Scheme, details of which are

as follows:—

Aggregate

long position in Approximate

Subscription underlying shares percentage of

Name of Director Date of grant price per share of the Company shares in issue

RARE WEALFE

HER®D 2 BITRAZ
EsnR REBRERS BRABE HRARE Bt
Winnie Pik Shan TO 14 Aug, 2002 HK$0.62 8,538,000 1%
(Notes)
it 23 (Bt =)
Notes: M5
1. The above interest constitutes a long position of the Director in 1. BERmESRPEERAImSHEKES
a physically settled equity derivative for the purposes of the REMEE 2RATET A 2R -
SFO.
2. As at 1 January 2003 (being the beginning of the Company’'s 2. RZZET=F—A—H8 (AR RAERHTK

current financial year) and 31 December 2003 (being the financial
year ended), the outstanding options held by Ms Winnie Pik Shan
TO under the Company’s Share Option Scheme were 8,538,000
shares in the Company. These options were granted on 14
August 2002 and, subject to the terms of the Company’s Share
Option Scheme, vest over four years and are exercisable from
14 August 2003 to 13 August 2012 at subscription price of
HK$0.62 per share.

FERBE) RRZZEZ=F+-A=+
— B BIABMBEE) @ RIERETE
HEMLZ T EHARTENBREN A
8,538,000k ikt - ZEHWMRENR =TT
“ENATEARE - LAMES B AR -
AIR-_ZZ=F)\FTNHE=-ZT——F
NA+=HHEIRREETR0.2B TR
i o

77



Report of the Directors
EEEWE

I1l.Aggregate long position in the shares and underlying |Ill.

shares of the Company

78

Aggregate

Aggregate number of

number underlying

Name of Director of shares shares
HHES

BEHA % 10 48 2 % 10 B2
Winnie Pik Shan TO 12,800,000 8,538,000

1t 2 i

Save as disclosed herein, as at 31 December 2003, none of
the Directors or chief executive or their respective associates
of the Company had any other interests or short positions in
the shares, underlying shares and debentures of the
Company or its associated corporations (within the meaning
of Part XV of the SFO) which are required to be notified to
the Company and the Stock Exchange pursuant to Divisions
7 and 8 or Part XV of the SFO (including interests or short
positions which he is taken or deemed to have under such
provisions of the SFQJ] or were required pursuant to section
352 of the SFO, to be entered in the register referred to
therein or were required, pursuant to rules 5.40 to 5.58 of
the GEM Listing Rules relating to securities transactions by

Directors to be notified to the Company and the Stock

Exchange.
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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 summarized as

follows:-

I. Summary of the Scheme

(a) Purpose 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;

(ii) quality of work performed for the Group;

(iii)initiative and commitment in performing his/her

duties; and

(iv] length of service or contribution to the Group.

(b] Participants of the Scheme

(c]

Pursuant to the terms of the Scheme, the Company may
grant options to any employees, certain consultants and
suppliers or customers of the Group who at the sole
discretion of the Board, have subject to 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 grated under the Scheme must not exceed
30% of total number of shares of the Company in issue

from time to time.
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(d]

(e]

The shares of the Company which may be issued upon
exercise of all share options to be granted under the
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 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 terms of the 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,

(i) a minimum period during which all or part of an option

may be exercised; and

(ii) performance targets which must be achieved before

the options can be exercised.
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(f] 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 options

within 28 days from the date of offer.

(g] 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;

(ii) 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.

(h]) Duration of the Scheme

Subject to the terms of the Scheme, the Scheme is valid

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.
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Il. Share Option Scheme

As 31 December 2003, the Directors, employees of the Group

including its jointly controlled entities and certain other

participants had been granted in options to subscribe for

shares of the Company (market value per share at 31
December 2003 was HK$0.55). Each option gives the holder
the right to subscribe for one share of the Company. Details
as at 31 December 2003 are as follows:

Subscription

Type of Date of price
Grantee grant  per share
sRES
ERARR RTAH e
Director 14 August 2002 HK$0.62
EZ k> o
NA+EA
Employees 14 August 2002 HK$0.62
€8 —T3C
NA+HEA
Other 14 August 2002 HK$0.62
participants —ZTT-
A2 EE NA+mE
Total
af

82

Outstanding
as at 1st
January

2003

R-BB=F
—-B-H
AT

ZBREE

8,538,000

7,090,000

1,700,000

Number of
options
granted
during
the year

ERRIL
BREHE

Exercised
during
the year

£R
T8

MEDIA PARTNERS INTERNATIONAL HOLDINGS INC.
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(BEEARZESER cEF5  EER
ETHMBEEER TAREARARFRK
DM =ZEE=F+=_A=+—H2
MEABK0SETL) 2 BRE - 8—1H
ERECEBAARE —BRARA R
e  BHBERER_ZTZT=F+=_H=
T—BZFEBET :

Cancelled/  Outstanding
lapsed as at 31

during December Option

the year 2003 period
R-28=f%
tZA=t-H

FRil/ HATEZ BlRE

kN#E BREHA i

- 8,538,000 14 August 2002 to

13 August 2012

(Note 1(a))

“EZ-F\A+RA

E_2-_%/\AT=H

(FizE1(aD)

1,390,000 5,700,000 14 August 2002 to

(Note 2) 13 August 2012

(HizE2) (Notes 1(b) and 1(c))

ZZ2-E\ATHA

F-2-—4/\At=H

(PEEE1(b) R 1(c))

- 1,700,000 14 August 2002 to

13 August 2012

(Note 1(b))

ZER-E\ATNA

——#\AT=H

(Bt 1(0))

15,938,000
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Notes:

1. The number of shares subject to the option 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

(b

(c

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;

for those grantees who have worked for the Group including
its jointly controlled entities for over one year as 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; and

for those grantees who have worked for the Group including
its jointly controlled entities for less than one year as 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 1,390,000 options lapsed upon

the termination of the relevant employees’” employment with

the Group.

3. At 31 December 2003, the number of shares of the Company

available for issue under the Scheme was 69,442,000 shares.

4. No theoretical value of share options is disclosed as no options

were granted during the year.
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Substantial shareholders

As at 31 December 2003, so far as is known to any Director or
chief executive of the Company, the following persons (other
than a Director or chief executive of the Company] had an
interest or short position in the shares or underlying shares of
the Company which would fall to be disclosed to the Company
under the provisions of Divisions 2 and 3 of Part XV of the SFO,
or, who was expected, directly or indirectly, to be interested in
10% or more of the nominal value of any class of share capital
carrying rights to vote in all circumstances at general meetings
of any member of the Group and set out below are also details

of the amount of each of such person’s interest in such

MEDIA PARTNERS INTERNATIONAL HOLDINGS INC.

FERR
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securities: ™
Approximate percentage
of shares
in issue as at the
Name Types of interests held 31 December 2003
£ HERaER R=BBE=F+=-HA=+—H
HERTRAMA BTG
Morningside CyberVentures Holdings 1. 626,550,000 shares in the Company; 73.38%

Limited ("MSCV")(note a) AR F]626,550,0004% % 15

Morningside CyberVentures Holdings 2. HK$85,000,000 convertible bond exercisable at 8.23%

Limited AN &7 [MSCV] (Ft5Ea)

HK$1.21 per share. When fully converted,

a total of 70,247,933 shares of the Company

will be issued

85,000,000/ 8 c Al R ES » AR EMR1 218 T
HR ) - BRAIRBRESFTBHITE - AIEHRA
KR TE 70,247,933 B 19

Verrall Limited via MSCV [note b)
Verrall Limited & #@MSCV ([ 5Eb)

same as MSCV
IAMSCV

same as MSCV
IAMSCV

Mdm Chan Tan Ching Fen (note c]
PREE S22+ (5Ec)

Same as MSCV
IMSCV

Same as MSCV
IMSCV
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All of the above interests of MSCV, Verrall Limited and Mdm
Chan Tan Ching Fen constitute long positions under the SFO.
The abovementioned convertible bond represents an interest in

physically settled equity derivatives.

Notes:
(a) MSCV is wholly-owned by Verrall Limited.

(b) Verrall Limited is the trustee of a discretionary trust established by
Mdm Chan Tan Ching Fen, the mother of Gerald Lokchung Chan.
None of the discretionary objects of this trust are Directors nor are

they otherwise involved in the management of the Group.

(c)] Mdm Chan Tan Ching Fen is interested in the shares of the Company
in her capacity as founder of the trust (as that term is defined in

the SFQ) referred to in note (b) above.

Save as disclosed herein and as at 31 December 2003, so far as
is known to any Director or chief executive of the Company, no
other person (other than a Director or chief executive of the
Company) had an interest or short position in the shares or
underlying shares of the Company which would fall to be
disclosed to the Company under the provisions of Divisions 2
and 3 of Part XV of the SFO, or, who was expected, directly or
indirectly, to be interested in 10% or more of the nominal value
of any class of share capital carrying rights to vote in all

circumstances at general meetings of any member of the Group.

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.
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Sponsor’s interest

As at 31 December 2003, as notified by BNP Paribas Peregrine
Capital Limited (the “Sponsor”), neither the Sponsor nor its
directors, employees or associates (as referred to in Note 3 to
Rule 6.35 of the GEM Listing Rules) had any interest in the

securities of the Company.

Pursuant to the 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,

interest, subsisted at the end of the year or at any time during

in which a Director of the Company had a material

the year.

Directors’ service contracts

The executive Directors, Mr. George Ka Ki Chang and Mr. Tony
Cheung Kin Au-Yeung, have each entered into a Director’s
service contract with the Company and Ms. Winnie Pik Shan To
has entered into a Director’'s service contract with Media
Partners International Limited, a wholly-owned subsidiary of
the Company, whereby each of them has agreed to be appointed
as an executive Director of the Company for an initial term of
two years commencing on 7 January 2002 which shall continue
thereafter unless and until, inter alia, terminated by either party
thereto 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.
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The non-executive Director, Mr. Gerald Lokchung Chan, and
independent non-executive Directors, Professor Lawrence Juen
Yee Lau, Mr. Paul Laurence Saffo and Mr. Meocre Kwok Wing
Li, each have entered into a Director’s service contract with the
Company for an initial term of two years commencing on 7
January 2002 which shall continue thereafter unless and until,
inter alia, terminated by either party thereto 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.

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.

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 shares

During the year end, neither the Company nor its subsidiaries
had purchased, sold or redeemed any of Company’s listed

securities.

Bank loans
Particulars of bank loans of the Group as at 31 December 2003

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 for the last five financial years is set out on page 173 of

the annual report.

Report of the Directors

E5g

FNTERREREERBUIFATESRZ
B&EHIX ~ Paul Laurence Saffoft £ K=
RAEEXEHRARRAESERGEELN - B
T _F-HAEHBF A REME -
WHREERFEERN  BRIEREE (AR EHE)
ER—FRAS—FEETIR=EEA2E
FEABEMUEENMERE_FERZ
AIfE W) R IEERA X RILE °

B Lt ESN - ERERRBEFEAS LIREE
EZEEHERRNRRREMB ARG L —

FRUBERL N (—BOEERERIN 77 AR
ER R ERRTE S A o

EEZHREREER

ARAREE  EEERE - TERFRK
EAZHEATHEQEATRAEEE

BRFAMEBF LY NESEELE
H Aty R 5 8 28 -

BEESRELOAQT LHES

RRE-FF=F+-A=t+-ALEE
RREINCEZ Lo PNGEE I BT
B A 2 RAUE(A £ 73 3

RITEXK
AERER-TE=F+-A=+—B2RA
B ARSI R B B BRI 26 -

MBHE
AEEBERF L EARAERE ERER
RAFREIE -

wE

87



Report of the Directors

E5g

wE

Connected transactions

Significant related party transactions entered into by the Group
during the year ended 31 December 2003, which do not
constitute connected transactions under the GEM Listing Rules

are disclosed in note 37 to the financial statements.

Details of the continuing connected transactions are also set

out in note 37 to the financial statements.

Continuing connected transactions

During the year under review, the Group has entered into the
following transactions and arrangements as described below
with persons who are “connected persons” for the purposes of
the Rules Governing the Listing of Securities on the Growth
Enterprise Market ("GEM Listing Rules”) of The Stock Exchange
of Hong Kong Limited (the “Hong Kong Stock Exchange”).

(il Administrative Services Agreement
On 9 January 2002, the Company entered into an
administrative services agreement with MTl 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:

(a) 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”)
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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. MTI Administration Limited has agreed
to unconditionally and irrevocably waive the management
fees to be paid by the Group for each quarter to the extent
that they exceed the amount of HK$100,000 during the period
1 January 2003 to 31 December 2003 provided that all other
terms and conditions of the Administrative Services
Agreement remains unchanged. During the year, the amount
paid or payable by the Company to MTI Administration
Limited in respect of the Administrative Services was
HK$400,000 which have not exceed the Cap of $2,937,000.

The Administrative Services constitute non-exempt
continuing connected transactions and, therefore, under Rule
20.26 of the GEM Listing Rules

announcement requirements set out in Rule 20.35 of the

, are subject to 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 relevant caps of the respective

years.
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(i) Advertising Agency Agreement

On 31 May 2002, a subsidiary of the Company, Chengdu MPI
Public Transport Advertising Co. Ltd. ("Cheugdu MPI"],
entered into an Advertising Agency Agreement with B #3i&
FNZBR AR ("Bus JV') whereby Chengdu Advertising MPI
provides advertising agency and management services to
the Bus JV. The annual cap amount for the year ended 31
December 2003 and the year ending 31 December 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 MPI in
the relevant year, which shall be 70% of the amount received
by Chengdu MPI for the placement of advertisements on the
buses bodies owned by Bus JV. 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 total amount paid or payable
to the Bus JV by Chengdu MPI in respect of the Advertising
Agency Agreement amounted to HK$7,413,450.

As the cap amounts for the above continuing connected
transaction are greater than the higher of HK$10,000,000 or
3% of the net tangible assets of the Group, the continuing
connected transaction 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 (ii) 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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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 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, 2003, 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 of The Stock
Exchange of Hong Kong Limited.

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, Professor Lawrence Juen Yee LAU, Mr Meocre Kwok
Wing LI and Mr Paul Laurence SAFFO. The audit committee

met four times during the year.
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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, 17 March 2004
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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 95 to 172
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 solely to you, as a body, and for no other purpose. We
do not assume responsibility towards or accept liability to any

other person for the contents of this report.

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.
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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.

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 2003 and of the Group's loss and cash flows
for the year then ended and have been properly prepared in
accordance with the disclosure requirements of the Hong Kong

Companies Ordinance.

KPMG

Certified Public Accountants

Hong Kong, 17 March 2004
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Consolidated Profit and Loss Account
mEBmRK

for the year ended 31 December 2003 £ —FF =1 _-A=1—HIFFE
(Expressed in Hong Kong dollars) (AT A& fz)

2003 2002
Note $°000 $'000
BiaE Fr Tt
Operating revenue REWA
Turnover ] 2 277,205 290,804
Other revenue Hug A 3 15,280 17,305
Other net income Hfth o o /558 3 31 205
Operating expenses REMx
Site rental BEfe (102,852) (94,266)
Other direct costs HABFERA (97,242) (124,746)
Staff costs BERA 4(b) (30,054) (33,691)
Depreciation and amortisation IrE R H (40,987) (34,843)
Other operating expenses Htg &R (34,405) (28,971)
Provision for onerous contracts AR EEEEEE 27(b) - (12,626)
Loss from operations REEE (13,024) (20,829)
Finance costs REE A 4(a) (13,774) (11,293)
Share of profits less losses of associates 7 hHE 2 A LG FIREE 2,155 2,276
Share of profits less losses of jointly DIEHEETIERE
controlled entities sm R Es 1 20,080 15,847
Loss from ordinary T RBIA
activities before taxation E5i8 4 (4,563) (13.999)
Income tax 18 5 (14,424) (12,564)
Loss from ordinary REXBERBIE
activities after taxation E5ia (18,987) (26,563)
Minority interests DR R (2,787) (3,378
Loss attributable to IR SR FEAL
shareholders =] 8 & 35(a) (21,774) (29,941)
Loss per share SRiEE
- Basic —EK 10(a) (2.6) cents 1l (3.6) cents 1l

The notes on pages 103 to 172 form part of these financial statements.
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Consolidated Balance Sheet
TEEEAEBR

at 31 December 2003 R=—ZFE=F+—-F=+—H
(Expressed in Hong Kong dollars) (LT A Ef7)

96

MEDIA PARTNERS INTERNATIONAL HOLDINGS INC.

2003 2002
Note $'000 $°000
53 Fr T
Non-current assets FRBEE
Fixed assets BlE & E 13 13,873 15,067
Interest in associates BN AR 15 4,427 2,786
Interest in jointly controlled entities HEZEHEEER 16 63,054 61,595
Amounts due from a jointly PN — R RS B B 5IA
controlled entity 16 18,868 18,692
Advertising rights e Tedit 17 291,583 253,929
Other investments Hipig & 18 35,849 -
Goodwill Bl 19 2,554 2,873
430,208 354,942
Current assets REEE
Accounts receivable FENBR X 20 32,841 46,475
Other receivables, deposits HhEUERR - 1B’E
and prepayments RIaRFRIE 20 85,040 107,980
Amounts due from jointly e RIEH B 88
controlled entities IR 21 13,866 9,198
Amounts due from minority shareholders FEW DB R FRIE 22 5,851 3,746
Amounts due from related companies JE W B 2 1 R ROE 23 10 459
Pledged bank deposits EEMIRITER 24 202,188 196,446
Cash and cash equivalents ReERERBELIEE 25 140,288 161,409
480,084 525,713
Current liabilities N IN=NE
Bank loans RITER 26 257,402 232,153
Accounts payable & BR X 27 49,948 22,507
Other payables, deposits and provisions HMENERR e REE 27 47,749 57,641
Amounts due to jointly controlled entities JEAS H RSB 08 28 9,650 10,340
Amounts due to related companies e B A RIFUAE 23 9,825 3,074
Taxation payable FE IR 30 1,387 603
375,961 326,318
Net current assets mBEEFE 104,123 199,395
Total assets less current liabilities BB ERRBEE 534,331 554,337




UL I Consolidated Balance Sheet [continued]
mEeEBEEBEXR (B)

at 31 December 2003 R=EE=F+—-A=+—H
(Expressed in Hong Kong dollars) (LAt AEf7)

2003 2002
Note $°000 $'000
B s T Tt
Non-current liabilities ERBEE
Convertible Bond AR ES 31 85,000 85,000
Deferred taxation JRAERIA 32 45 -
85,045 85,000
Minority interests DY RER 33 20,992 20,333
106,037 105,333
NET ASSETS BEEFE 428,294 449,004
CAPITAL AND RESERVES PR AR &1
Share capital [ ZN 34 85,380 85,380
Reserves ] 35 342,914 363,624
428,294 449,004

Approved and authorised for issue by the board of directors on 17 March 2004.
REESEN _ZTMF=F+tHAERRERE -

George Ka Ki CHANG Winnie Pik Shan TO
IR 23

Director Director

5= %

The notes on pages 103 to 172 form part of these financial statements.
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Balance Sheet

SEx

at 31 December 2003 R=—ZFE=F+—-F=+—H
(Expressed in Hong Kong dollars) (LAt AEf7)
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MEDIA PARTNERS INTERNATIONAL HOLDINGS INC.

2003 2002
Note $’000 $°000
BisE T T
Non-current assets FRBEE
Investments in subsidiaries RHB AR ZIRE 14 361,464 340,748
Current assets REEE
Other receivables, deposits and HhEUERR - RE R
prepayments AL 20 48 62
Amount due from a jointly controlled JRE M — il £ [R 4%
entity BREHIE 21 130 -
Amount due from a related company FEJ%Z RIREE A RIFRIE 23 6 6
Cash and cash equivalents Be MERIRSIER 25 33,687 59,346
33,871 59,414
Current liabilities RBERE
Other payables, deposits HAENERR ~ 2
and provisions KB 27 1,353 1,786
Net current assets REEEFE 32,518 57,628
Total assets less current liabilities #2EER AR ARG 393,982 398,376
Non-current liabilities ERBEBERE
Convertible Bond AR ES 31 85,000 85,000
85,000 85,000
NET ASSETS BEEFE 308,982 313,376
CAPITAL AND RESERVES AR
Share capital [ZN 34 85,380 85,380
Reserves G 35 223,602 227996
308,982 313,376

Approved and authorised for issue by the board of directors on 17 March 2004.
KEEEER _TTMF= A+ HERERETE -

George Ka Ki CHANG
SRR
Director

5%

Winnie Pik Shan TO
1 22 5t
Director

B=

The notes on pages 103 to 172 form part of these financial statements.
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SR LR Consolidated Statement of Changes in Equity
RESBFESHK

for the year ended 31 December 2003 £ —FF =1 _-A=1—HIFFE
(Expressed in Hong Kong dollars) (AT A& fz)

Other
Share Share Merger capital Exchange Revenue
capital premium reserves reserves reserves reserves Total
Hip &7
BRE  RAEE AOHREE e EXREE BARE &gt
$'000 $'000 $'000 $'000 $'000 $'000 $'000
T T T T T T T
At 1 January RZEE—F
2002 —H—H - - 255,466 (61,518) = (33,998] 159,950
Capitalisation of BREREFREAR(L
shareholders’
loans 63,900 42,078 - - - - 105,978
Issue of BITRLE R
placing shares 21,380 213,800 - - - - 235,180
Share issue BIIRNOAX
expenses - (22,163) - - - - (22,163
Movements EAREE
arising from the ~ Z £
Reorganisation 100 - (100) - - - -
Net loss for rEE
the year BiRFE - - - - - (29,941) (29,941)
At 31 December MRZZZE_—F
2002 +=—A=+—H 85,380 233,715 255,366 (61,518 = (63,939 449,004
At 1 January RZZT=F
2003 —H—H 85,380 233,715 255,366 (61,518 = (63,939 449,004
Movements BE 5 B P EE A
arising from -
changes in
exchange rate = = = = 1,064 = 1,064
Net loss for rEE
the year B E - - - - - (21,774) (21,774)
At 31 December RZZTZ=4F
2003 +-A=+—H 85,380 233,715 255,366 (61,518) 1,064 (85,713 428,294

The notes on pages 103 to 172 form part of these financial statements.
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Consolidated Cash Flow Statement
mEBRERERE

for the year ended 31 December 2003 #{ £ —FE=F1_—A=1—HI-FF
(Expressed in Hong Kong dollars) (L&t A& fz)

100

MEDIA PARTNERS INTERNATIONAL HOLDINGS INC.

2003 2002
$’000 $°000 $'000 $'000
T T T T
Operating activities REXH
Loss from operations rg (B8) (13,024) (20,829)
Adjustments for: HNFIEE EL AR
- Interest income — MEKA (3,545) (4,614)
- Depreciation and amortisation — FEREH 40,987 34,843
- Profit on sales of fixed assets — HEEEEER (31) (205)
- (utilisation of provision)/provision — BAEEEERE
for onerous contracts (B BiRe) BB (11,121) 12,626
Operating profit before EEESEEA
changes in working capital =yl 13,266 21,821
Decrease/(increase) in accounts receivable  JEURBRFUR A,/ (#510) 13,634 (3,579
Increase in other receivables, HMEWHRR  ZE
deposits and prepayments R FERTFRIRE N (10,163) (1,545)
Increase in amounts due from FEUS L R4 | & B2
jointly controlled entities KRN (4,668) (6,815)
Increase in amounts due from FEUS D Zi % R 3 IE
minority shareholders 2 (4,140) (894)
Decrease in amounts due e FAiE A A
from related companies RIER D 449 34
Increase in accounts payable JE (< BR 20358 A0 6,516 4,461
Increase in other payables, HpBAERN - &
deposits and provisions R EE M 837 1,591
(Decreasel/increase in amounts due to FEAT L[R2 E B2
jointly controlled entities FIE D) /1L m (888) 3,730
Increase in amounts due to JE i A A ZRIE G AN
related companies 6,751 3,074
Cash generated from operations REmBRE 21,5% 21878
Tax paid RENEZ2
- Hong Kong profits tax — BBNER
refunded iR [0l 57 152
- PRC tax paid — BEfPETIE (5,776) (7,319)
Net cash generated from REEKRE
operating activities HeF8 15,875 14,711
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Consolidated Cash Flow Statement (continued)
”‘,TAIEE/”L%%\:Z (mﬁ

for the year ended 31 December 2003 £ —FF =1 _-A=1—HIFFE
(Expressed in Hong Kong dollars) (AT A& fz)

2003 2002
Note $°000 $°000 $'000 $'000
Fisr T T T T

Investing activities REEE
Increase in pledged deposits B EREFIE N (5,742) (118,858)
Payments for the purchase BEETEERE

of fixed assets (4,312) (6,483)
Proceeds from sales of HEBRTEEE

fixed assets PS5 236 239
Payments for the purchase BEKRCARENE

of advertising rights (43,698) (26,716)
Decrease/(increase) in deposits in B/ (GG EE fE

respect of acquisition/ prd il ki

use of advertising rights 19,957 (56,155)
Payments for other investments W E (3% 8 58 (29,307) =
Payment for the purchase of remaining WiE— B ARBRT

shares in a subsidiary W& fn 2 238 - (3,500)
Share capital contributed A — L EEH BT E

to a jointly controlled entity - (936)
Share capital contributed by RELVERRZTE

minority shareholders 597 2,196
Interest received BUF B 3,545 4,614
Dividends received from an associate Bl—REE A RRE - 3,920
Dividends received from BlR—RERZEHERS

a jointly controlled entity ey 11,443 9,347
Net cash used in investing RETEEA

activities REFR (47,281) (192,332
Financing activities MEEE
Proceeds on issue of placing shares BT E R AT 1S 5008 - 235,180
Share issue expenses BITRMAX = (22,163)
Proceeds from new bank loans EIRITER 25,249 95,845
Interest paid BASFLE (13,774) (11,293)
Dividends paid to minority shareholders BERDERERE (492)

(3,796)
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2003 2002
Note $'000 $°000 $'000 $'000
b= T Tr T T
Net cash generated from METHHAERE
financing activities et 10,983 293,773
Net (decrease)/increase in cash RERZERREER
and cash equivalents (R4 /B inF4aE (20,423) 116,152
Cash and cash equivalents —B—HZBEEK
at 1 January ZRELEHE 161,409 45,257
Effect of changes in foreign ERgeoos
exchange rates (698) =
Cash and cash equivalents +ZA=+—-HZ
at 31 December RERERRE
HH 25

The notes on pages 103 to 172 form part of these financial statements.

FIBEF12B 2 MERMBIHRER—B0

140,288

161,409



HREXEBEERAR

1. Significant accounting policies
(a) 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.

The Company obtained a Listing on the Growth Enterprise
Market ("GEM") of The Stock Exchange of Hong Kong Limited
on 31 January 2002.

(b) Statement of compliance

(c)

These financial statements have been prepared in
accordance with all applicable Hong Kong Financial
Reporting Standards (which includes 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 the Growth Enterprise
Market of The Stock Exchange of Hong Kong Limited. A
summary of the significant accounting policies adopted by

the Group is set out below.

Basis of preparation of the financial statements
The measurement basis used in the preparation of the

financial statements is historical cost.

The Company became the holding company of the Group on
9 January 2002 pursuant to a group Reorganisation. Details
of the Reorganisation were set out in the Company's
prospectus dated 15 January 2002. Accordingly, the
consolidated financial statements have been prepared using
the merger accounting methodology 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.

Notes to the Financial Statements
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(Expressed in Hong Kong dollars] (WL A &fz)
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1.

Significant accounting policies [continued)
(d) 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.

(e) 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.

MEDIA PARTNERS INTERNATIONAL HOLDINGS INC.
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Notes to the Financial Statements
B 7% 3 3= Bt 5 E

(Expressed in Hong Kong dollars] (WL A &fz)

1. ERSTEER (&
le) MEAR (#B)

1. Significant accounting policies (continued)
(e) Subsidiaries (continued)

Minority interests at the balance sheet date, being the portion
of the net assets of subsidiaries attributable to equity
interests that are not owned by the company, whether directly
or indirectly through subsidiaries, are presented in the
consolidated balance sheet separately from liabilities and
the shareholders’ equity. Minority interests in the results of
the Group for the year are also separately presented in the

consolidated profit and loss account.

Where losses attributable to the minority exceed the
minority’s interest in the net assets of a subsidiary, the
excess, and any further losses attributable to the minority,
are charged against the Group's interest except to the extent
that the minority has a binding obligation to, and is able to,
make good the losses. All subsequent profits of the
subsidiary are allocated to the Group until the minority’s
share of losses previously absorbed by the Group has been

recovered.

In the Company's balance sheet, an investment in a
subsidiary is stated at cost less any impairment losses (see
note 1(k]), 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 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.
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1.

Significant accounting policies [continued)
(f) 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 the
Company and other parties, where the contractual
arrangement establishes that the Group or the Company and
one or more of the other parties share joint control over the

economic activity of the entity.

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 1(g).

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.
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HREXEBEERAR

1.

Significant accounting policies [continued)
(g) 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:

- foracquisitions before 1 January 2001, positive goodwill
is eliminated against reserves and is reduced by

impairment losses (see note 1(k)); and

- 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 1(K]).

In respect of acquisitions of associates and jointly controlled
entities, the cost of positive goodwill less any accumulated
amortisation and any impairment losses (see note 1(k]] 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:

- foracquisitions before 1 January 2001, negative goodwill

is credited to a capital reserve; and

Notes to the Financial Statements

B 5 R 3R M

(Expressed in Hong Kong dollars] (WL A &fz)
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1. Significant accounting policies (continued)
(g) Goodwill (continued]

(h

—

- foracquisitions 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.

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 1(k]).

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
HEMERE

Advertising displays

RS 2R

Computer equipment

EfERE

Furniture, fixtures and equipment
B KERRE

Motor vehicles

e
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HREXEBEERAR

1. Significant accounting policies (continued)
(h) Fixed assets and depreciation [continued)

(i)

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.

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 1(k]).

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.

Notes to the Financial Statements
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1. Significant accounting policies (continued)

(i)

(j)

(k)

Advertising rights [continued]

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.

Other investments
Other investments are stated at cost less any impairment

losses (see note 1(k]).

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.

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).
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HREXEBEERAR

1. Significant accounting policies (continued)
(k) Impairment of assets [continued)

lii) 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.

() 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.

(m)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.
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1. Significant accounting policies (continued)
(m) Jointly controlled assets (%)

(n)

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.

Income tax

(il Income tax for the year comprises current tax and
movements in deferred tax assets and liabilities. Current
tax and movements in deferred tax assets and liabilities
are recognised in the profit and loss account except to
the extent that they relate to items recognised directly

in equity, in which case they are recognised in equity.

(i) Current tax is the expected tax payable on the taxable
income for the year, using tax rates enacted or
substantively enacted at the balance sheet date, and any

adjustment to tax payable in respect of previous years.

(iii) Deferred tax assets and liabilities arise from deductible
and taxable temporary differences respectively, being
the differences between the carrying amounts of assets
and liabilities for financial reporting purposes and their
tax bases. Deferred tax assets also arise from unused

tax losses and unused tax credits.
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HREXEBEERAR

1.

Significant accounting policies [continued)
(n) Income tax [continued)

(iii) (continued)

Notes to the Financial Statements
B 7% 3 3= Bt 5 E

(Expressed in Hong Kong dollars] (WL A &fz)

. TEEEEE (B)
(n) FAE# (&)

(iii)

Apart from certain limited exceptions, all deferred tax
liabilities and all deferred tax assets, to the extent that
it is probable that future taxable profits will be available
against which the asset can be utilised, are recognised.
Future taxable profits that may support the recognition
of deferred tax assets arising from deductible temporary
differences include those that will arise from the reversal
of existing taxable temporary differences, provided those
differences relate to the same taxation authority and the
same taxable entity, and are expected to reverse either
in the same period as the expected reversal of the
deductible temporary difference or in periods into which
a tax loss arising from the deferred tax asset can be
carried back or forward. The same criteria are adopted
when determining whether existing taxable temporary
differences support the recognition of deferred tax
assets arising from unused tax losses and credits, that
is, those differences are taken into account if they relate
to the same taxation authority and the same taxable
entity, and are expected to reverse in a period, or periods,

in which the tax loss or credit can be utilised.

The limited exceptions to recognition of deferred tax
assets and liabilities are those temporary differences
arising from goodwill not deductible for tax purposes,
negative goodwill treated as deferred income, the initial
recognition of assets or liabilities that affect neither
accounting nor taxable profit (provided they are not part
of a business combination), and temporary differences
relating to investments in subsidiaries to the extent that,
in the case of taxable differences, the Group controls
the timing of the reversal and it is probable that the
differences will not reverse in the foreseeable future, or
in the case of deductible differences, unless it is probable

that they will reverse in the future.
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1. Significant accounting policies (continued)
(n) Income tax (continued)

(iii) (continued)

(iv)

The amount of deferred tax recognised is measured
based on the expected manner of realisation or
settlement of the carrying amount of the assets and
liabilities, using tax rates enacted or substantively
enacted at the balance sheet date. Deferred tax assets

and liabilities are not discounted.

The carrying amount of a deferred tax asset is reviewed
at each balance sheet date and is reduced to the extent
that it is no longer probable that sufficient taxable profits
will be available to allow the related tax benefit to be
utilised. Any such reduction is reversed to the extent that
it becomes probable that sufficient taxable profits will

be available.

Additional income taxes that arise from the distribution
of dividends are recognised when the liability to pay the

related dividends is recognised.

Current tax balances and deferred tax balances, and
movements therein, are presented separately from each
other and are not offset. Current tax assets are offset
against current tax liabilities, and deferred tax assets
against deferred tax liabilities if, and only if, the Company
or the Group has the legally enforceable right to set off
current tax assets against current tax liabilities and the

following additional conditions are met:

- In the case of current tax assets and liabilities, the
Company or the Group intends either to settle on a
net basis, or to realise the asset and settle the

liability simultaneously; or
- In the case of deferred tax assets and liabilities, if
they relate to income taxes levied by the same

taxation authority on either:

- the same taxable entity; or

MEDIA PARTNERS INTERNATIONAL HOLDINGS INC.
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HREXEBEERAR

1.

Significant accounting policies [continued)

(n)

(o)

(p)

Income tax (continued)]
(iv)] (continued)

- different taxable entities, which, in each future
period in which significant amounts of deferred
tax liabilities or assets are expected to be
settled or recovered, intend to realise the
current tax assets and settle the current tax
liabilities on a net basis or realise and settle

simultaneously.

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.

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.

Notes to the Financial Statements
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1. Significant accounting policies (continued)
(p) Recognition of income [continued)

(i) Signage production and maintenance service fees are

recognised in the year in which the services are provided.

(i) Management fee income is recognised in the year in

which the services are provided.

(iv) Interestincome is accrued on a time apportioned basis

on the principal outstanding and at the rate applicable.

(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.

(q) 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.

MEDIA PARTNERS INTERNATIONAL HOLDINGS INC.
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HREXEBEERAR

1.

Significant accounting policies [continued)

(r)

(s)

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.

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

incurred.

Employee benefits

(i) 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.

(i) 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.

(i) 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.

Notes to the Financial Statements

B 5 R 3R M

(Expressed in Hong Kong dollars] (WL A &fz)

. TEEEEE (B)

(r)

(s)

SEnE
RIBKEHERN 2 S NBERER
ERAEREGEERRAR  EAH
A E AR IBE B EPAEE 2
AEARRIN - HEEBBREGFSIER
REER - JIARMNEESFE -

HAEENHE S
mRPHIRR

AHHIEESRAR

BERA

() NEEREAZEAFM  FRIE
A BHFER - REREER R
AEBIFEREN 2 ERAEER
ZEEAR © fWEMN R GEEE
EMLIREARE - MIXFHE
BIRETIE -

(i) RIFFBRIEREDS S BRA
Rz b ATEE HR P EA
RIME CAT [ E]) g
Bz R RERESFEIZHR - B
THRESSBRRERIER
&

lii) EAREUARBAREREER
A REARR B R 2 BB RE
W - BT E B R AR ok
ERET BHERAR - 217
ZEBRER - RRE & R

1S TIEREE N -

117



Notes to the Financial Statements
B 7% 3 3% [t 5

(Expressed in Hong Kong dollars) (W& 7T A E&fz)

118

1.

Significant accounting policies [continued)

(t)

(u)

(v)

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.

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.

MEDIA PARTNERS INTERNATIONAL HOLDINGS INC.

. TEEEEE (B)

(t)

(u)

v) 2

fEERA
EERAESRFE 2R BERT
FIMERASE - HEELWES - ERRAEER
B — BBy AR ABRE Mg ek
EXEEEERBRZBNABIEE
K o

BEAL
SAARIEHRKRM T - MRAKEEH
BERSEREES - TATEE S —

AT R AR RBIEE AN
FEN BT ALRAERKME
Z SRR NG [ S AR B O S AR
ERRBEEEANTES)  AAKE
825 — 77 AT IR R A BafE ek
HRMEAZET - BRAALERE
BEAEENEAL - BEALAMN
BRI ALTHEMER -

i

7 EP AR AN R B A A] BRI 0 BV AR K
Mo WABERHERN—HRH
MEMIRE EBEDE) - HE—E
B E B RIE IR E SRS
(R E8) - W BANEE TR EA
7 BRR R A B R o

tl/ ti/

RS EBONBIIEREER - &
SEEEENBRREDBES
MEBHN - MEBHBAZKEN
DEBER -

DEBA -~ T BERR - BER
BEECEERBRBRE —78  ANRA
BRAENERESREZ Y BNIEE N
BUER - DEBA - X BERERE
B BAERBUT A MRS HA
EIW%EXm%ﬁﬂEIWWQ
ERE— A Br KB EE 2 M
WEIW%Exmﬁﬁﬂ 2 5 Bl R
S o AR M B EHE BIREE
INRALIRERIRRETE



il BARAT Notes to the Financial Statements
B %% R 3k MY 5

(Expressed in Hong Kong dollars] (WL A &fz)

1. Significant accounting policies (continued)

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

Unallocated items mainly comprise financial and corporate
assets, interest-bearing loans, borrowings from the ultimate
holding company, corporate and financing expenses and

minority interests.

2. Turnover
The principal activities of the Group comprise acting as an
advertising agent and advertising licensor and licensee, providing
consultancy services related to outdoor advertising, the
production of advertisement signage and the provision of signage
maintenance services.

Turnover represents income from advertising and other
advertising-related services rendered to customers during the
year, net of returns and discounts allowed, after eliminating intra-

1. FEEHBEK (E
(v] 2H28]R (&)
B BARNX RIFERFAMATE
A 1668 8 — 1 4F [ 52 FR M) 53 JR 4
(RIEE AR FEE ERR A
o -

REENELE D BBHIA B X E BRI/
REREE - WRER - B &%
B E X R D BRCR 2 o

2. BEE

AEE T RXGERBERESNE &
SHRBHEREAE  RREBEPINES
BRERY - ESREERREHRESEEE
ARAS ©

LERBEHAFARTFPRHEES RECHERE
RIS PSR asFIFRR B MITFN 2 8088 » I
EMHFEEBARRRZR S - AFEEHER

group transactions. The amount of each significant category of ZEETEHEBBALT
revenue recognised in turnover during the year is as follows:
2003 2002
$°000 $'000
T Tt
Advertising fees BEE 232,341 244,533
Signage production and BEEREER
maintenance fees RGBS 44,864 46,271
277,205 290,804

119



Notes to the Financial Statements
B 7% 3 3% [t 5

(Expressed in Hong Kong dollars) (W& 7T A E&fz)

120

3. Other revenue and other net income

MEDIA PARTNERS INTERNATIONAL HOLDINGS INC.

3. Hfttt AR HEAtrlsa R

2003 2002
$'000 $°000
T T
Other revenue Hitg A
Interest income from bank deposits RITE A BUA 3,507 4544
Interest income from amounts FEW D BRAR R
due from minority shareholders SRIER B A 38 70
Management fee income from KB R E S
jointly controlled entities ZERBIRA 8,649 8,271
Training income from customers REEF ZHFIEA 395 440
Forfeited deposits from customers RINE FiRe 129 306
Compensation income (note a) EEEUWA (Fii5Ea) - 1,146
PRC Government incentives (note b) HR B IS T 22 = B (P 5ED) 2,415 2,000
Sundry income IR A 147 528
15,280 17,305
Other net income HAith &5 F58
Profit on sales of fixed assets & B E & A 31 205

Notes:

(a] Compensation income

Compensation income for the year ended 31 December 2002

represented agreed settlement from customers in respect of early

termination of contracts.
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Notes to the Financial Statements
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(Expressed in Hong Kong dollars] (WL A &fz)

3. Other revenue and other netincome (continued) 3. E#R AR EMUiss B8 (&
Notes: (continued) MisE © (&)
(b) B EE T S AL

(b) PRC Government incentives

Nanjing Media Partners International Public Transport Advertising
Co., Ltd. ("NJMPI"), a non-wholly owned subsidiary of the Company,
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 $2,415,000 during the year ended 31 December 2003
(2002: $2,000,000). For the years ended 31 December 2002 and 2003
and the year ending 31 December 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 certain amounts retained by the 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 certain

amounts retained by the PRC government.
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4. Loss from ordinary activities before taxation

Loss from ordinary activities before taxation is arrived at after

MEDIA PARTNERS INTERNATIONAL HOLDINGS INC.

RERBRBAEGE

REEBBRBAERENR, GIA) T3

charging/(crediting): &I
2003 2002
$°000 $°000
Ft Tz
(a) Finance costs: (a) BB :
Interest on bank advances and ARAFRNEEZ
other borrowings repayable RITERR
within five years HEEFE 12,626 9,066
Interest on Convertible Bond A AR EHRFI B
(note 31) (P EE31) 1,086 2,078
Other borrowing costs Hih g ERA 62 149
13,774 11,293
(b) Staff costs: (b) BB :
Contributions to defined BETE HFGRIR
contribution retirement Tl Z R
schemes (note 29) (BfFE29) 2,562 2,714
Salaries, wages and Fe - I8
other benefits K H A2 A 27,492 30,977
30,054 33,691
(c) Otheritems: (c) EMIEE :
Exchange (gain)/loss EX (W) B (260) 143
Auditors’ remuneration ZEREM BN &
- Audit services — ZEARE 1,127
- Other services — HAb R 217
1,344 765
Depreciation of fixed assets BEEBEITE 5,433 5,541
Amortisation of advertising rights ~ #E 883 F i 5 35,235 29,116
Amortisation of goodwill B 319 186
Provision for bad debts AR 6,300 2,629
Operating lease charges KERERX
- properties — 5,278 4,497
- site rentals — EEMES 113,973 94,266
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Notes to the Financial Statements
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(Expressed in Hong Kong dollars] (WL A &fz)

Income tax 5. Fif&
Taxation in the consolidated profit and loss account represents: meBmi I HIERRE
2003 2002
$'000 $'000
T T
Current tax - Provision for Hong Kong ZAHi%i18 — BB EH B E
Profits Tax
Over-provision in respect of prior years A & [ iBEERE G (43) (70)
Current tax - Provision for PRC Foreign A~Hi%{18 — hEI4NE
Enterprise Income Tax (“FEIT”) TEEHRE
Tax for the year REFEFIA 6,938 6,397
Deferred tax EERIE
Origination and reversal of temporary ~ ERFMEZ £ E 4 REE
differences 45 (49)
Share of associates’ taxation PE i B & N B B IE 514 330
Share of jointly controlled entities’ ERxREREESE 6,970 5,956
taxation
Total income tax expense Frisfisak 14,424 12,564

The provision for Hong Kong Profits Tax has been calculated
separately at 17.5% (2002: 16%]) of the estimated assessable
profits for the year ended 31 December 2003 of each subsidiary
and associate of the Group with operations subject to Hong Kong
Profits Tax.

In March 2003, the Hong Kong Profits Tax rate has been increased
from 16% to 17.5%.

Taxation for subsidiaries and jointly controlled entities operating
in the PRC, except noted hereinafter, is calculated at 33% (2002:
33%) of the estimated assessable profits of these entities for the
year ended 31 December 2003.

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 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 2002 and
2001) 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 ended 31 December 2003.
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R ESE

(Expressed in Hong Kong dollars) (W& 7T A E&fz)
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5.

Income tax (continued) 5. FrfeBt (&
Reconciliation between tax expense and loss from ordinary AR it e R s i i R K b L [ A5 P~ SRk

activities before taxation at applicable tax rates

2003 2002
$’000 $°000
T T
Loss from ordinary activities before R TR R
taxation fE518 (4,563) (13,999)
Notional tax, BEHIE
calculated at the rates REARRS
applicable to profits in the JERRTE X
countries concerned =& 1,036 3,512
Tax effect on non-deductible NAIHIRER 2
expenses mBTE 1,184 2,689
Tax effect on non-taxable revenue ERTBAZ BT E (2,706) (2,983)
Tax effect of temporary differences AERERUEEZERZ
not recognised MG & 1,340 4,532
Tax effect of tax losses not RiERTEEE 2
recognised mBTE 13,549 4,867
Tax effect of prior year's tax losses REHIBEFTIBZ
utilised this year MBTE 64 17
Over-provision in prior years T FERERRE (43) (70])
Actual tax expense BEREMB M 14,424 12,564
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(Expressed in Hong Kong dollars] (WL A &fz)

6. Directors’ remuneration 6. EEME
Directors’ remuneration disclosed pursuant to section 18.29 of RIRBIZER ETARRIZE18. 296 IRBE 2 ES
the GEM Listing Rules is as follows: BHEaAT -
2003 2002
Note $°000 $'000
g Fr T
Fees & 6(a) 585 672
Basic salaries, housing and other EXxFie FER
allowances and benefits in kind H AR RE B Y Fas 6(b) 1,687 2,070
Retirement scheme contributions RRET SR 6(b) 117 136
2,389 2,878

(a) Independent non-executive directors and non-

executive directors

For the years ended 31 December 2003 and 2002, the fees

paid to independent non-executive and non-executive

directors were as follows:

(&) BAFHTESKFHTES

B ZZ2=FK " TFT—F+_H
=+—HIFE  MBYIENTES
FIEITESE 2T ¢

2003 2002
$°000 $°000
T T
Independent non-exeuctive BN IEITES
directors
Mr. Lawrence Juen Yee LAU QBEILE 195 192
Mr. Meocre Kwok Wing LI FEIKSEE 195 192
Mr. Paul Laurence SAFFO Paul Laurence SAFFO% 4 195 192
Non-executive director EHITES
Mr. Gerald Lokchung CHAN BREER KA - 96
585 672

Mr. Gerald Lokchung CHAN waived his entitlement to fees

of $97,500 from the Company during the year ended 31

December 2003.

PRZE
s

REARHE-_EZT=F+_H=1+—H
EREWEBHEES 297 5008 TS °
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6. Directors’ remuneration [continued]
(b) Executive directors

MEDIA PARTNERS INTERNATIONAL HOLDINGS INC.

6. EEME (&
(b) ETES

For the years ended 31 December 2003 and 2002, the

remuneration paid to executive directors was as follows:

2B =F N

=T RALEFE  APTEEXNZ

BT

Basic salaries,

T2 -_F+_H

housing and other Retirement
allowances and scheme
benefits in kind contributions Total
RS
_ EERHM BiREHE .
JERRERE YR 2= AR st
$°000 $°000 $°000
Fr Fr FIr
2003
Executive director and HITEFFTIKAAE
chief executive officer
Ms. Winnie Pik Shan TO MHERLZ L 1,687 117 1,804
Exeuctive director and HITEFFEF/E
deputy chairman
Mr. George Ka Ki CHANG RRE L = = =
Executive director HITEE
Mr. Tony Cheung B RS - = =
Kin AU-YEUNG
1,687 117 1,804
2002
Executive director and HITEFFTIKAAE
chief executive officer
Ms. Winnie Pik Shan TO MHERLZ L 1,686 116 1,802
Exeuctive director and HITEFFEF/E
deputy chairman
Mr. George Ka Ki CHANG SRR B SR A 192 10 202
Executive director HITEE
Mr. Tony Cheung BN =i SE4E 192 10 202
Kin AU-YEUNG
2,070 136 2,206

Mr. George Ka Ki CHANG and Mr. Tony Cheung Kin AU-YEUNG
waived their entitlement to fees of $390,000 (US$50,000) each
from the Company during the year ended 31 December 2003

(2002: $192,000 (US$25,000) each).

During the years ended 31 December 2002 and 2003, there were
no amounts paid to former directors in connection with their

retirement from employment with the Group.

No amount were paid or payable to directors as an inducement

to join or upon joining the Group.

REEEENBBEREEENEE —TZT
=F+-_A=1+—HILFEHZEREK
EX390,0007T (50,0003 7T) 2 & (ZFZ

Z & /53192,0007T (25,000 5T)) ©

HE TSR TT=-HF+_fF=+
—HBIHFE - WERATESRIAEER

B AR S SAHEA SRR -

FMAREE 2 8BS -

BB AE S SENERFR - (ERK
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Notes to the Financial Statements
B 7% 3 3= Bt 5 E

(Expressed in Hong Kong dollars] (WL A &fz)

6. Directors’ remuneration [continued) 6. EEME (&

The remuneration of the directors is within the following bands: EZMEeNTTIEE :
2003 2002
Number of Number of
directors directors
EEHHE EEHE
Not more than $1,000,000 ER381,000,0007T 6 6
$1,000,001 - $1,500,000 1,000,0017c % 1,500,0007T = =
$1,500,001 - $2,000,000 1,500,0017c%2,000,0007T 1 1
7 7
The above emoluments exclude the value of 8,538,000 share M T EE—REENEHE_SEF+
options granted to a director under the Company's share option ZRA=t+—BIFEREBARRZ EREL S

scheme as estimated at the date of grant during the year ended 1% 28,538,000 BEARIENIX T8 Bitst 2 B
31 December 2002. The theoretical value of these options granted B - AR h R — ST RATEREEERGE -
to a director amounted to $2,151,000 which was calculated using REEFERBRENBE_ST_F+=H

the Black-Scholes option pricing model as at the date of the grant =+—HIEFEAZRLERIEES B 22RmE
of the options during the year ended 31 December 2002. The 1B/%2,151,0007C ° ZEE YN 2 s IGENE
details of these benefits in kind are disclosed under the SHREBRETE] — B R BE®RRM T
paragraph “share option scheme” in the directors’ report and 34 °

note 34 to the financial statements.

7. Individuals with the highest emoluments 7. BEFHES
Set out below are analyses of the emoluments of those employees RNTAREEMERz A= HES
of the Group who, not being directors of the Company or its (BEAEEEZESEREMES) RIIEAR
subsidiaries, were among the top five paid individuals (including RIS EMBAREE ZEEFHB AT o

directors and other employees of the Group) employed by the Group.

2003 2002
$°000 $'000
T Tt

Basic salaries, housing and other HEAFH®  BEK
allowances and benefits in kind EAth)2 AL EHE Y F R 4,388 5,072
Discretionary bonuses EEIEAL 375 150
Retirement scheme contributions RIRGTEIE R 213 208
4,976 5,430
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7.

Individuals with the highest emoluments
[continued]
An analysis of senior management’s emoluments by number of

employees and emolument ranges is as follows:

MEDIA PARTNERS INTERNATIONAL HOLDINGS INC.

:ﬁnﬁmWEECm)

WEEBAZBNMECSHES TR EIEAR
BT -

2003 2002

Number of Number of

individuals individuals

EEAZ BB A

Not more than $1,000,000 8% 1,000,0007T - -
$1,000,001 - $1,500,000 1,000,0017t21,500,0007T 3 3
$1,500,001 - $2,000,000 1,500,0017c%2,000,0007T 1 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 2003 and 2002.

Loss attributable to shareholders
The consolidated loss attributable to shareholders includes a
loss of $4,394,000 (2002: $5,606,000) which has been dealt with

in the financial statements of the Company.

Dividends
The Company has not declared or paid any dividend for the year
ended 31 December 2003 (2002: $Nil.

10.Loss per share

(a) Basic loss per share
The calculation of basic loss per share is based on the loss
attributable to shareholders of $21,774,000 (2002: $29,941,000)
and the weighted average of 853,800,000 ordinary shares
(2002: 822,221,918 ordinary shares] outstanding.

REE_TZ=FR_FTT_F+_H=
+— B LS E 8 S IR R S HE IR
ATRREEAR  EAREMALREE
2B RRER s E

RERELEE

R E(LE BEEEE AR ISR
RAIR 2 E184,394,0007T (T BT — 4 ¢
5,606,0007T) ©

IR E
RARWETRIRNEBEE —TT =64+
“ A=t HULEEZAMBRE (ZZTZ
—F ) o

10. B R E 18

(a) BREREE
BERERNBEDRRIEMLER
21,774,0007T (ZFZ =4 : 29,941,000
) REBETEBRG 2 METF
1986853,800,000/% (ZZTT —4 :
822,221,918x EiA%) 5T & o
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10.Loss per share [continued)

Notes to the Financial Statements
B 7% 3 3= Bt 5 E

(Expressed in Hong Kong dollars] (WL A &fz)

10. BREE (&)

(b) Diluted loss per share
No diluted loss per share for the years ended 31 December
2002 and 2003 has been presented, as there were no dilutive

potential ordinary shares during these years.

11.Changes in accounting policies

In prior years, deferred tax liabilities were 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 were expected with
reasonable probability to crystallise in the foreseeable future.
Deferred tax assets were not recognised unless their realisation
was assured beyond reasonable doubt. With effect from 1 January
2003, in order to comply with Statement of Standard Accounting
Practice 12 (revised) (“revised SSAP 12") issued by the Hong Kong
Society of Accountants, the Group adopted a new policy for
deferred tax as set out in note 1 (n). The adoption of the revised
SSAP 12 has no material effect on the financial statements of
the Group for the years ended 31 December 2002 and 31
December 2003.

12.Segment reporting

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.

M

12.

(b) BREEER
HREE_TT_FR-_TT=F1
A=t HLFEZERRYEE
RN BEERUE - U EE 5 Eat
PR SR8 EEE -

ERERBR

EAF  EEHBEEEREG RRNKY
Wk BRIB S| BRI B E AR ZE - TBEHER]
RARRATBESIBHBIERE - REBEER
BAEE BEEBBEETEAR ' KRIEE
FREHETHERINER - aREHE
BEGHRIAGEMANCKEAEREANE
125% (185]) (M5t EBERIE+ 85T
ARJ) - FR200361 A1  REBRA—
HEFERMEEN () TS BR A ER
JERIIE o R T EBEAD 125 (5
EAERRE—TT _F+ A=+
—BRZZFE=F+-_A=+—HILFE
ZHBRRIEEATE

T2,
DEERTRASKE 2 RS EME R
BRR A2 ERERNTFTIBESZ
W N REPREES MARMIRG 2 tF
ERDEER] - REENEEEERBIA
LD BPEARE 2 K& KRR ESE
7

LA /5 1t B % & 7 3t B4 H 3t [ 2 2P

REE 2 ZBARBE AR REET S

7 e
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12.Segment reporting (continued)

Geographical segments by the location of customers
and by the location of assets [continued)

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.

Management consider that all items in the consolidated profit
and loss account and assets included in the consolidated balance

sheet can be reasonably allocated to each geographical segment.

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.

12.

MEDIA PARTNERS INTERNATIONAL HOLDINGS INC.

PWEH (&
EFhEREEBIEL B ED T
(&

AEEZWESHHRERSTBEEY
HB R R SR £ RARRRRTS 2 %
8IS - RAE P B AR LSS S
2 AREWEHBEHLHEAZR - i
B B (TR A R B AR 5
AR -

EEERAGABRRAMAER KRG
BERBRAMBEEGA AN EE
EHbE D HL

EBE
RRASBEE QL RHES AR —

f==%
BEG - B BEBEAREZEZBORE
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Notes to the Financial Statements
B 7% 3 3= Bt 5 E

(Expressed in Hong Kong dollars] (WL A &fz)

12.Segment reporting (continued)

12. DER2 R (&

Year ended 31 December

HETZA=T-HILEE

==

Inter-segment

Hong Kong Mainland China elimination Unallocated Consolidated
B HEIR papiicl ) 58
2003 2002 2003 2002 2003 2002 2003 2002 2003 2002
$000  $000 $000 $000 $000  $000 $000 $000  $'000  $000
fr fr fx Tt Tt tx Ffx T Fn T
Turnover =L 60,062 71901 217,143 218,903 - - - - 277,205 290,804
Other revenue EflA 202 1479 16740 14227 - - 38 159 15280 17305
Total revenue BWA 60,266 73,380 231,883 233,130 - - 338 1599 292,485 308,109
Segment result and [lossl/profit ~ AHFERLE
from operations (B8) /&7 (8,251) (37.449)  (793) 20,795 - - (39800 (4175 (13,024) (20,829)
Finance costs BENA (187)  [262) (12,501) (8,953) - - (1,088 2078 (13,774) (11,293)
Share of profits less losses of ~ HEBEAT
associates AR 2,155 2274 - - - - 2155 2276
Share of profits less losses o~ HMERREHEE
jointly controlled entities RAHER - - 20,080 15847 - - 20,080 15847
(Loss)/profit from ordinary R TRRA
activities before taxation (B8) /&M (6,283 (35435 6,786 27689 (5,066) (6,253 (4,563) [13999)
Taxation HE (515 [211) (13,909) (12,353) - - (14,6260 [12,564)
(Loss)/profit from ordinary BESHRRE
activities after taxation (Bt8) /aHl (6,798) (35,648] (7,123) 15,336 (5,066) (6253 (18,987) (26,563)
Minority interests PR ER 53 2% (2,840 (3404 - - (2787 (3378)
(Loss)/profit attributable to Rl
shareolders (B8) /&7 6,745) (35,6201  (9,963) 11932 (5,066) (6,253 (21,774) [29.941)
Depreciation and amortisation & R 875 1265 40,112 33578 - - 40987 34843
Capital expenditure/investment
incurred during the year ERERRR/RE 506 1275 110882 27457 - - 111,388 28732
Utilisation of provision /[provision) & #1#IEE
for onerous contracts BiEgs/ Bk 1,121 [12,626) - - - - M2 (12,62)
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12.Segment reporting (continued)]

MEDIA PARTNERS INTERNATIONAL HOLDINGS INC.

12. DER 28R (&

Year ended 31 December

HET-A=T-HILEE

Inter-segment

Hong Kong Mainland China elimination* Unallocated Consolidated
B HE R 2 S sE T e
2003 2002 2003 2002 2003 2002 2003 2002 2003 2002
$000 $000 %000 $000 000 $000 $000  $000  $000  $000
fr T Ffr T Fr T T T T T
Segment assets # AHEES 3412 47797 795484 721194 (36,694) (30.823) 33741 59414 823,943 797,582
Interest in associates BENFER 4421 2786 - = - = - - LA2T 2786
Interest in jointly controlled R
entities ERES - - 63,054 6159 - = - - 63,05 61595
Amounts due from a jointly TEit el
controlled entity ERE - - 18,868 18692 - = - - 18,868 18,492
Total assets BESR 910,292 880,455
Segment liabilities # AHEES (63,202) (71,149) (346,826) (284208) 36,694 30823  (2,672) [178¢) (376,006) (324,318)
Unallocated liabilities TEpz8akE (85,000) (85,000) (85,000) (85,000]
Total liabilities aEEs (461,006) (411,318)
Minority interests PURFEER (165) (2191 (20,827) (20,114) - - - - (20,992) (20333)

# Segment assets and liabilities are before elimination of inter-

segment balances.

*  Inter-segment elimination of $36,694,000 (2002: $30,823,000]

represents inter-segment current accounts.

DEEERBEARAMBELBRELZ 24
ﬁ/@ o
TEIZEX S M E 2 2i8836,694,0007T (=

TE 4 :30,623,0007T) - BITRISEZ
RN
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Notes to the Financial Statements
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(Expressed in Hong Kong dollars] (WL A &fz)

13.Fixed assets 13.BEEE
The group AEEH
Furniture,
Leasehold  Advertising Computer fixtures and Motor
improvements displays  equipment  equipment vehicles Total
B BE
HEMEEE BEETSR ShiRfE RENRRE AE st
$:000 $:000 $:000 $'000 $:000 $:000
T T T T T T
Cost: B
At 1 January 2003 RZZTE=F
—A—H 3,454 17,354 7,826 2,862 2,293 33,789
Additions R 1,048 - 2,649 142 473 4,312
Disposals & (121) (57) (294) - (448) (920
Exchange adjustments ~ [& 5 3% 27 137 57 11 18 250
At 31 December 2003 RZZT=F
+-A=1—H 4,408 17 434 10,238 3,015 2,336 37,431
Accumulated
depreciation: Z5HE
At 1 January 2003 R-ET=F
—A—H 2,797 10,005 3,130 1,740 1,050 18,722
Charge for the year FREE 510 2,493 1,790 233 407 5,433
Written back on disposals & (121) - (193) - (401) (715)
Exchange adjustments ~ [& 5 3% 22 b6 17 5 8 118
At 31 December 2003 RZZT=F
+=A=1+-H 3,208 12,564 4,744 1978 1,084 23,558
Net book value: REFE
At 31 December 2003 RZBE=F
+-A=+—H 1,200 4,870 5,494 1,037 1,272 13,873
At 31 December 2002 RZZE-F
+-—RA=+—H 657 7,349 4,696 1122 1,243 15,067
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14.Investments in subsidiaries

MEDIA PARTNERS INTERNATIONAL HOLDINGS INC.

14 RB AR ZRE

The company

PIN/N |
2003 2002
$’000 $°000
Fr T
Unlisted shares, at cost A ETRRD - AR 100 100
Loans to subsidiaries M B A RREZER 190,978 190,978
Amounts due from subsidiaries FEUR BT B A B ZRIE 174,477 154,718
Amounts due to subsidiaries AN EPNGI B (4,091) (5,048)
361,464 340,748

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

1(e) and have been consolidated into the financial statements.

AN TR B A R 2 BB,
(B MB AR ZFIRATENAK+—E
ARYER, (X)) - ez S IR BIERD
5

RIBMEE(e)2EE - THIFTAHE QR
B RZEGMNBAT - YELAS AN
HE -
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Name of company

DEER

Polyland Holdings Limited

Media Partners

International Limited

Bk ESBRAA

Shanghai Media Partners
International Ltd. (Note 1)

LEERRSHESHRAR
(BitED)

Nanjing Media Partners
International Public
Transport Advertising
Co., Ltd. (Note 2)

AR ARES
ARLE (EE2)

Chongging MPI Public
Transportation Advertising
Co., Ltd. [Note 3)

BEERBREARES

ARE (FEE3)

14.Investments in subsidiaries [continued]

Place of
incorporation/
establishment
and operation

Gy gzav
IS 301

British Virgin
Islands

RBERES

Hong Kong

People’s
Republic of
China

hEAR
FHFNE

People's
Republic of
China

REAR
FHFNEH

People’s
Republic of
China
REAR
HANE

Notes to the Financial Statements
B 7% 3 3= Bt 5 E

(Expressed in Hong Kong dollars] (WL A &fz)

Proportion
of attributable

equity interest held

Firdt R FEEL 51
directly indirectly
B ik

100% -

- 100%

- 91.5%

= 87.6%

- 60%

Issued share
capital/
registered
capital
BRTRA
HEfEA

6477T

US$1,800,000

1,800,0003€ 7T

RMB68,500,000

68,500,000 A R

US$500,000

500,000% 7T

14 RAHB AR ZIRE (&

Principal

activities

Investment holding

RAER

Outdoor advertising
agent and
investment holding
BN NE SRS

BRI B

Advertising agent,
advertising licensor
and licensee, and
advertising
consultant
BERE  BE
HEAS A KA
AR [ & R ]

Advertising agent
and advertising

consultant

BEERER
EEERE

Advertising agent
and advertising
consultant
EERER
EEEE
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Name of company

NRIEHE

Chengdu MPI Public Transport
Advertising Co., Ltd.
(Note 4)

RER AR ES

ARE (a4

Shenzhen Media Partners
International Advertising
Limited (Note 5]

AIEBELESERAA]
(B =E5)

Best Reward Venture Limited

Metrolink Investments Ltd.

Metro-ads International
Limited
EREEEEERAR

Shanghai Metroads Advertising
Company Limited
LEEERHEHESBRAF

Chalkwell Limited

Media Partners International
(Hong Kong] Limited
BRHBINEER A

14.Investments in subsidiaries [continued]

Place of
incorporation/
establishment
and operation

Rl y oA
IS&=E3::121

People’s
Republic of
China
REAR
HANE

People’s
Republic of
China
REAR
HANE

British Virgin
Islands
RBRLHS
British Virgin
Islands
RERLHS
Hong Kong
BB

Hong Kong
BB

British Virgin
Islands
RERZHS

Hong Kong

BB

directly

MEDIA PARTNERS INTERNATIONAL HOLDINGS INC.

14. ARB AT ZIRE (&)

Proportion
of attributable
equity interest held

it BRBELE 51
indirectly

B# G5

= 50%

= 49%

= 75%

- 100%

= 100%

= 100%

- 100%

= 100%

Issued share
capital/
registered
capital
BBRTRE
A&

US$500,000

500,0003 7T

US$300,000

300,000 7T

US$3,000

3,000%7T

Us$200

2003 7T

$500,000

500,0007T

$2

Principal
activities

ETEXK

Advertising agent
and advertising
consultant
EERER
=

Advertising agent
and advertising
consultant
EERER
=l

Advertising agent

BERE

Investment holding

REZRK

Investment holding

REEK

Dormant

TEEE

Investment holding
REER
Outdoor advertising

agent

FoNEERE
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Name of company

NEER

Signmaker Company Limited

Intercontinental Outdoor
Advertising (H.K.) Limited

Sports and Outdoor Media
(HK) Limited

Beron Limited

Media Partners International
Group Limited

Livebrand Networks Limited

Mei Ti Bo Le Group Limited

Media Partners International
Production Limited

RRIBERERRAT

Media Partners International
Holdings Limited

14.Investments in subsidiaries [continued]

Place of
incorporation/
establishment
and operation

3Lz s
S E b

Hong Kong
BB

Hong Kong
BB

Hong Kong
BB

British Virgin
Islands
RBREZES
Hong Kong
BB

Hong Kong

BB

Hong Kong
BB

Hong Kong
BB
Hong Kong

BB

Notes to the Financial Statements
B 7% 3 3= Bt 5 E

(Expressed in Hong Kong dollars] (WL A &fz)

Proportion
of attributable
equity interest held

Pirdd AR e L 51
directly indirectly
HiE i

= 100%

= 100%

= 100%

= 100%

= 100%

= 51%

100%

= 100%

100% =

Issued share
capital/
registered
capital
BRITRA
HMEAR

$2

$20
20T

$2

US$1
17T
$2
27T

$500,000

500,0007T

$2

27T
$2
27T

$2

14 AMB AR ZIRE (&

Principal
activities

Signage production
and maintenance

SUER BB RS

Outdoor advertising
agent

B NEERE

Dormant

TEEE

Investment holding
AR
Investment holding
AR
Audio-visual
equipment
development

and application

FEREFRERER

Dormant
Tma

Dormant

i

mER

Dormant

Emax
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14.Investments in subsidiaries (continued)

Notes:

(1)

(2)

(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 the 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 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 JV
Contract and JV Articles of SHMPI.

As at 31 December 2003, 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.
("CAQMPI"] 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 CAMPI
for the first eleven years from 23 September 1999. Thereafter, the
Group will be entitled to 60% of the profits of CQMPI.

MEDIA PARTNERS INTERNATIONAL HOLDINGS INC.

14 AKRBARIZIRE (&)
MI5E -

(1)

(2)

(3)

LEEmRSESERAR CATNEREI L
RS R—ANAEFE+=—A=1+N\
BEFPZEAREFBRL A —KBINGE
AEME  FHAEISF R_ZTTTF+t
B BRI AT R A
KPR B ELDENRBE KB ER
B

REZZE-F+—F+—0  AEEEF
BRFERERERX RS @ ORI LE
B e ERRAHN A TEHHEIEZ
AR ReECFAA CATHE&ZH
AI]) Z R -

REBEEZBHEEAHIREEMAZEET
bR Eh 2 & AN # e 1,800,0003
7T (#914,040,0007T) 3 4M13,500,0003 7T
(#3105,300,0007T) & 15,300,0003% 7T (4
119,340,0007T) * i /&SR $) 2 481%
B EA 2,500,000 7T (#919,500,0007T)
5 1N43,000,0003 7T (49335,400,0007T) &
45,500,0003 7T (49354,900,0007T) ° B
00z £/ mIR$E & 748 13,500,000
ZE7T (£9105,300,0007T) ¥ R i d R $N B 5
BRRAAIRIRETT % DEigmESHE
EEHNRAEHMAILE -

RZTBZ=F+-A=+—H " BHFEREK
L

AR ARESHR AR AT
R EERS ) R— AN FE=A=
ToBEFEARKEFNBKS B —FKFI
BIEEERE - FHAISE - R—A AN
FZAZTZHEFENTF  AEEAH
IERERIERIR .25 F80% o Hig + A&
& 7] 5 R R AR 80 2 5 F50% o

EERRBEARESERAR ATHE
HWIEERBREDR-—NANANFLAZ
T=HAEFEARKMBEK LR KB
BIEREEE - FHA30F - R—ANN
FNA-—T=AEFET—F  AKEHA
DMEEEFRALZEN0% - Bi& - K
SRR HEEERELZEM60% -
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14.Investments in subsidiaries (continued)

Notes:

(4)

(5)

Chengdu MPI Public Transport Advertising Co., Ltd ("CDMPI") was
established in the People’s Republic of China on 20 March 2002 as
a sino-foreign co-operative joint venture with a term of 30 years.
The Group is entitled to 50% of profits of CDMPI over the term of
co-operative joint venture agreement and is entitled to appoint five
out of nine directors on the board of directors. The Group has
accounted for the financial results of CDOMPI as a subsidiary,
notwithstanding that the Group's equity interest is only 50% as, in
the opinion of the directors of the Company, the Group is able to
exercise effective control over the financial and operating decisions
of COMPI.

Shenzhen Media Partners International Advertising Limited
("SZMPI") was established in the People’s Republic of China on 7
April 2003 as a sino-foreign co-operative joint venture with a term
of 20 years. The Group is entitled to 49% of profits of SZMPI over
the term of co-operative joint venture and is entitled to appoint three
out of five directors on the board of directors. The Group has
accounted for the financial results of SZMPI as a subsidiary,
notwithstanding that the Group’'s equity interest is only 49% as, in
the opinion of the directors of the Company, the Group is able to
exercise effective control over the financial and operating decisions
of SZMPL.

Notes to the Financial Statements

B 5 R 3R M

(Expressed in Hong Kong dollars] (WL A &fz)

14. RHBABRZRE (12)
MIeE

(4)

(5)

KRB BEAREEERAF UATHE
IR RE) R -_ET_F=A—
THEFEARKMBRIZIZ—RPIE
TR E K - FHRI0F - AEEARE
AR E RT3 2 B D (AR A
22 M50% WA EEFTERNMES
X EHREIREF AR o ANEEE AR ERLE
%W‘%E’\JH?T??*%%%U\ﬁ%*?aﬁ%%"ﬂ
BEREEEB0%RAER - NRAE
RRAEE AR %HEX%‘M% BIR%EZ
B AR LR -

RINFERALEESARAR CAT B IR
JFERAL DN -_EE=F AL HEF
EFARKMBR IR —KPIEEEED

% FHH0F - AREANAEREDR
EFHRADERY IR ALEZRML%

RAEEEERANESKERTRES
=7 - ARECFFRYIEBRENTTEE
Bt AR—THMBAR - BEAEEER
L% AL - AAREFRAAKERE
BRERRIIK AR Z T E R ER

s

=R e
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R ESE

(Expressed in Hong Kong dollars) (W& 7T A E&fz)

15.Interest in associates 15. Bt N\ REE
The group
EE

2003 2002
$°000 $'000
T +t

Share of net assets DMEEEZFE (FERIN
other than goodwill 4,427 2,786

Issued
Place of share capital/ Attributable
incorporation/ registered proportion
Name of company operation capital of equity interest Principal activities
=S BRITRARS
NE BB 23 B A& Frdd R RELE 31 FEHERK
directly indirectly
HE =
POAD Group Limited Hong Kong $1,000 - 49%  Provision of advertising
("POAD") B production and agency
services
Rt EERUE
R AR RS
16.Investments in jointly controlled entities 16. REREZEFHER 2RE
The group
rEE

2003 2002
$'000 $°000
T T

Share of net assets other DMEEEFE (ERIN
than goodwill 63,054 61,595

Amounts due from a jointly JE H — ] L B %2 11| 48 SRR

controlled entity 18,868 18,692
81,922 80,287
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[continued]

Details of the group’s interest in the jointly controlled entities

are as follows:

Name of company

ACET

Guangzhou Yong Tong

Metro Advertising

Company Limited
BN EACRES

BRAR]

Shanghai Metro-ads
Advertising Co., Ltd

EEERHES
ARAT]

Shanghai Zhongle Vehicle

Painting Co. Ltd

LR ERRES

RIEERAF]

# Held through a wholly-owned subsidiary which has contributed

Form of
business
structure

EBRE

Co-operative

joint venture

Co-operative
joint venture
RIERERE

Equity

joint venture

ARELE

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.

Notes to the Financial Statements

16.Investments in jointly controlled entities

Place of
incorporation/
establishment
and operation

EE oA
REZE R

Peaple's Republic
of China

REAR
AN

Peaple’s Republic
of China
REAR

HAE

People’s Republic
of China

SEPNES
HHNE

B 5 R 3R M

(Expressed in Hong Kong dollars] (WL A &fz)

16. REFZEHERZRE (B)

AEE A LREHI B R ER 2B

T
Particulars Group’s
of share of
registered profits or Principal
capital losses activities
AfER AEBDE
B R A E B TEXEB
RMB23,400,000 #32.5% Outdoor
advertising
agent
23,400,000 PINEEHIE
ARH
US$2,100,000 *90% Outdoor
advertising agent
2,100,000 FINEERE
e
US$300,000 ** 40% Vehicle
signage
production
300,000 AEREREEUE
e
#  BAREFETMERZ 2 ENE L A
Ao

AEEIRER—NANFNAZ+XH
FIS2 & S E HHT B BN E KB E
HHRA A (X TR EMNKE]) 2B
7 AEFER —FETFE= A AEE
BTN KB - A SRR - AN E TR

BE SRR GEZFA MG EMN KB Z
32.5% R EFEREEFE - & EHIRA
—EERFRHTREE—E—ZEFHH

THIE - BEIFEF -

Y BBEEREUTEAMERNZ 2 ENE LR

B

o
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16.Investments in jointly controlled entities
[continued)]

*k

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 2071.

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 _E/&{2X5
BEHRIE 2 F R 22 A] 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 joint venture is for a period
of 15 years from 28 September 2002 to 27 September 2017.

Amounts due from a jointly controlled entity of $18,868,000 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 2004 (see note 37 for further details).

The following supplementary financial information is disclosed

relating to the Group's jointly controlled entity, Shanghai Metro

JV, which is extracted from the audited financial statements.

MEDIA PARTNERS INTERNATIONAL HOLDINGS INC.

16. RABEHER2RE (B

EEESMEESARAR (AT EEE
JFEE|) IRBER—NN=FA=HZT
UZEE PR EAAEE—RINEAE]
R _FamEEE N A EK T o REEH]
@ - B EE AR RAFEEN A LS
BB L BIR A Alis o FIES (T FaEE
SHEFEAZ3%R22% + (EAIREFLEIR - _F
JEEE 7 [RFE 5 P ETHER S (TRE
% - B EEZ HE R R R FiHE
EERFIEI0: 102 LGS - & &Rl —
NN=FF+=—A+tAEE=_FT——F+=
HNHIE - BRIISE -

BEZETEAMER - MAFLFEE
Za DL HRRAEEEHESE
25 A - A AZRIRE S AR
B ERBAK -

BB EL0%EMER 2 2 B8 2 AlfF
5o

) R 48 54 B BRI 2R B E A R 23 A] (X
TR FERES S 3]) TRER =
EE_Fi U EE TR GER AN EE—
EIHTE 2~ 5] K /SR S H R IE R R
RNEJREK T - REBER =TT _F/,
A=+ N\ BEME T FERIES &1
¥ o REEHIR  AEBAIRES &3
3582 (FA P FERIES S #240%
HIREAREETFE - S EHH —TF =
FNA-—+NAEE-—F—+FHNLA=—1
T HIF - BA155F -

JE L 2k [R)42 1) B B8 2 5K 7E18,868,0007T &
RERERR - BERETENE - 25X
ERBERMNME HNEBNAE - Rig
RN E+ = =+—Hpif (H
fth5F 18 RF15E37) °

AT ERAASELAREZENER LeES 2
MAMBER - DRBEZ QR ZMBHRE
i w1
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16.Investments in jointly controlled entities

[continued)
Shanghai Metro JV

Results for the years ended 31 December 2003 and 2002

Notes to the Financial Statements
B 7% 3 3= Bt 5 E

(Expressed in Hong Kong dollars] (WL A &fz)

16. REREFHER2RE (B

LEER

HE-—TE=GER-_FT_HF+=A=+

—HIFFEZ#E

2003 2002

$'000 $°000

Tr Tt

Turnover - 85,033 70,101

Profit from ordinary activities T

before taxation s 5 AL g ) 24,396 21,082
Taxation ] (7,745) (6,618)
Profit for the year REF @A 16,651 14,464

Assets and liabilities as at 31 December 2003 and 2002

RoBPE=FR—FE_f+=f=+—

HZzEEREBE

2003 2002

$’000 $'000

Fr T

Non-current assets FERHEE 8,392 9,521
Current assets M EE 49,706 39,390
Current liabilities MBEE (24,539) (21,130)
33,559 27,781
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R ESE

(Expressed in Hong Kong dollars) (W& 7T A E&fz)

17.Advertising rights 17. R F#E

The group
Cost: 0%
At 1 January 2003 RZTEE=F—H—H 393,666
Additions NE 71,227
Exchange adjustments b 5 R B 2,175
At 31 December 2003 R-ZFT=F+_A=+—H 467,068
Accumulated amortisation: ZaHE ¢
At 1 January 2003 RZZTZT=%—H—H 139,737
Charge for the year IREE R 35,235
Exchange adjustments BEE 5, e 2 513
At 31 December 2003 R-FF=F+-_A=1+—~H 175,485
Net book value: BRTERE -
At 31 December 2003 R-FF=F+-_A=1+—~H 291,583
At 31 December 2002 R-FZE_F+-A=1+—~H 253,929
Pursuant to agreements signed between certain subsidiaries of *ETFZSE%:FWEQEEE%FHWJWﬂQ
the Group and various companies in the PRC, the Group has AIFRET 2 ek - ANEBEIE E 2
acquired exclusive advertising rights to certain bus routes, _‘_#:Fljjiftkﬁ% BEERAERELE
billboards and street furniture in major cities in the PRC. The REVERE (D FARE o RS0 AR Z B ANIEZR
cost of advertising rights represents fees paid to secure exclusive SEFMESN—RETEHE (KN F5E
advertising rights over fixed periods of time which normally range 06 RE) A BRNERBRERAE LB
from 5 to 20 years. A e
The amortisation charge for the year is included in “loss from FAHEBEIAGaERRP [REE
operations” in the consolidated profit and loss account. BITEEA o
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18.0ther investments

Notes to the Financial Statements
B 7% 3 3= Bt 5 E

(Expressed in Hong Kong dollars] (WL A &fz)

18. HftbiR &

Other investments represent an amount of approximately
$35,849,000 (RMB38,000,000) paid by a subsidiary of the Company
to an independent third party in respect of a commercial
arrangement for the planning, development and marketing of
certain existing and future advertising media in Shanghai (“the

Arrangement”).

The term of the Arrangement is for the period of 20 years from 1
November 2002 to 31 October 2022. For the period from the
effective date of the Arrangement to December 2005, the
independent third party warrants that the subsidiary shall receive
advertising consultancy fees from the independent third party
as follows, $11,321,000 (RMB12,000,000) for the year ended 31
December 2003, $14,151,000 (RMB15,000,000) for the year ending
31 December 2004 and $10,377,000 (RMB11,000,000) for the year
ending 31 December 2005, and (ii) an additional amount per
annum (if any) representing 30% of the annual pre-tax operating
profit derived from the Arrangement after deducting the

advertising consultancy fees.

For each year of the remainder of the Arrangement between 2006
and 2022, the independent third party will undertake to pay 30%
of the annual pre-tax operating profit derived from the

Arrangement to the subsidiary.

Barring unanticipated developments, it is the present intention
of the Group to replace the current Arrangement by establishing
a joint venture with the independent third party in the foreseeable
future subject to and in compliance with the prevailing PRC

legislation and government policies.

H % ERB %) 435,849,0007T (38,000,000 A

R¥) - AARRZWBRRIR—BBL
FE=EZ  LMET I EENTEZER o

ZIEXNERE LBEITRE - ABERERE
ETHARRRZ BSEE (HE]) -

HEZGEFBABE T _F+—F—HE
E-T_F+A=+—H1t ' BHI20
F o E%@EEHﬁiifzzzﬁﬁ‘f’:ﬂ
IEZ BRI - B E = IRENE A
BBEVE=HFBRNESBEMEBMNT %z
E-TT=FF+-_A=+—RHIEFEAR
11,321,0007T (12,000,000 ARE) + HZE=
ZENE+_A=+—BLEEA
14,151,0007¢ (15,000,000 ARE) - MEZE
“EERFTR=1T—HBLEFEAA
10,377,0007% (11,000,000 AR¥) » AR
(I SFREIMNEE (0B) HERESFRE L
EZBBANEFZ30% BT FEEEZ
BEERE -

KRBT RNFE—T — — FHIRA) %
TZFHREF  BIYE=FEEHERNB
NEZTR B B 2 FEBRTB A & = A
30% °

BIFE TR RRT 2 B R - ENETERRE
ERERBFOBERT - NEERENER
ERARMARKEB T E=EXKL—HA
BhE - UBRIRBEMLE -
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(Expressed in Hong Kong dollars) (W& 7T A E&fz)
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MEDIA PARTNERS INTERNATIONAL HOLDINGS INC.

19.Goodwill 19. 58
The group
KEH
$°000
7T
Cost: AN
At 1 January 2003 and R-ZZE=F—H—H
31 December 2003 k+ZA=+—H 3,059
Accumulated amortisation: R2FHTE
At 1 January 2003 R-_EE=F—H—H 186
Charge for the year RNFEEEE 319
At 31 December 2003 MNZZEE=F+_H=+—H 505
Carrrying amount: FREE :
At 31 December 2003 R-EE=F+-_H=+—H 2,554
At 31 December 2002 R-_BEE_F+_-_A=+—H 2,873

Goodwill arose from the acquisition of the remaining 5% interest
in Metrolink Investment Ltd. ["Metrolink”] from the minority
shareholders for a consideration of $3,500,000 in 2002.

Goodwill is amortised on a straight-line basis over a period of
9.5 years. The amortisation charge for the year is included in

loss from operations” in the consolidated profit and loss account.

R T — F 0 2 72 J53%3,500,0007C
RERDHAXEYEEMetrolink Investment
Ltd. ([Metrolink]) & T 5%z m#&1S ©

BB NFF 2 RN EREHE - 17
BIHRRIIARABRERT [KEEHRI R
BA -
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Notes to the Financial Statements
B 7% 3 3= Bt 5 E

(Expressed in Hong Kong dollars] (WL A &fz)

20.Accounts receivable, other receivables, deposits ~ 20. EWBR X + HEWERT » &

and prepayments RFENMKIE
The group The company
AEHE N
2003 2002 2003 2002
$'000 $'000 $°000 $'000
Tt T T Tt
Accounts receivable JE M BR X 32,841 46,475 - -
The group The company
rEHE AT
2003 2002 2003 2002
$'000 $°000 $’000 $°000
Fx 7T T T
Other receivables H h FEUC AR K 16,149 12,149 48 62
Deposits for the acquisition FEE GRS AR
of advertising rights ZiE® - 34,579 - -
Utility and NARK
rental deposits FHE%S 60,598 52,925 - =
Amounts due from joint R &SR
venture partners BlrzIE 5,679 2.910 = =
Others Hth 2,614 5,417 - -
85,040 107,980 48 62

The amount of other receivables, deposits, and prepayments of

the Group expected to be recovered after more than one year is

TEERR — 1R IR Bl AN 2 B 2 H b e UK BR
A e MFE FRIE A6,886,0000T (ZF

$6,886,000 (2002: $14,639,000). All of the balance is expected to T4 ¢ 14,639,0007T) © TREAFTA AR

be recovered within one year.

R—FRYE -
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Notes to the Financial Statements
B 7% 3 3% [t 5

(Expressed in Hong Kong dollars) (W& 7T A E&fz)

20.Accounts receivable, other receivables, deposits
and prepayments [continued)

An ageing analysis of accounts receivable at the year end is as

MEDIA PARTNERS INTERNATIONAL HOLDINGS INC.

20. BURARR - b BUIRR « &
RENRE (&
EE 2 ERERER AT -

follows:
The group
REE
2003 2002
$°'000 $°000
T T
Current BER 11,781 15,968
1 to 3 months —Z=={8H 15,581 16,164
More than 3 months =@ANKE 5,479 14,343
32,841 46,475

Debts are due within 30 days from the date of billing. Customers
with balances that are more than 6 months overdue are requested
to settle all outstanding balances before any further credit is

granted.

21.Amounts due from jointly controlled entities
The amounts due from jointly controlled entities are interest free,

unsecured and repayable on demand.

22. Amounts due from minority shareholders
The amounts due from minority shareholders are non-interest
bearing, unsecured and repayable on demand except for amounts
of $1,950,000 (2002: $2,674,000) which are interest bearing at a

rate of 2% per annum.

All amounts due from minority shareholders are expected to be

recoverable within one year.

23.Amounts due from/to related companies
The amounts due from/to related companies are interest free,

unsecured and repayable on demand.

24.Pledged bank deposits

Pledged bank deposits represent deposits placed with banks as
security for banking facilities made available to the Group (note
26).
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fBIR B %R A HEFT30H MEH - BREUE
HINEAZER  BREEEMERNT
RESRRZEER-

2. B HEZEFIEERE
B HREHEERELS AT RER
B AEREREEE

22. B B RFIE
JEW D EARR KB R B R EER - I
AR BERFEE - HEHH1,950,0007T (=
T ¢ 2,674,0007T) 2 5RIE AR FF
EEFTEAE o

P A Y D B R R IATR R — F A
[B] o

23. fEW B BE D RIFE
i NI A AL Ak B R
o WENEREEE -

24 BIEFRITER
B IRIR T T Rk e Ve A A S PR VR R AR
TEE 2 BT (HEE26) »
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25.Cash and cash equivalents

Notes to the Financial Statements

B 5 R 3R M

(Expressed in Hong Kong dollars] (WL A &fz)

5. BeRERFAEEHRB

The Group The Company
N | b N
2003 2002 2003 2002
$000 $°000 $'000 $°000
T T Tr F
Deposits with banks and HRIT R EAD
other financial institutions BTN 50,883 117,890 30,063 56,809
Cash at bank and in hand RITRFEEES 89,405 43,519 3,624 2,537
Cash and cash equivalents BERERZ
in the balance sheet [note (a) Be MER
F&EE (GEla) 140,288 161,409 33,687 59,346
Notes: FffaE -
(a) In July 2002, a subsidiary of the Group entered into an agreement a) RZZTT=FLA  AEE—FEHBEAF

(b}

with Beijing Urban Transit Railway Co., Ltd (“Beijing 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 2003, the Group had utilised $24,499,000 (2002:
$15,054,000] in connection with the construction of advertising
media facilities. The remaining cash held by the Group under a jointly
controlled bank account of $50,267,000 (2002: 59,712,000) is included

in cash and cash equivalents of the Group at 31 December 2003.

Cash and cash equivalents include $82,562,000 (2002: $79,054,000)
which is denominated in Renminbi ("RMB”) in the amount of
RMB87,516,000 (2002: RMB84,588,000). RMB is not freely convertible
into foreign currencies. Under 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.

(b}

B4 R B A D B R A R (A T 7

[HEmiE ) SIS a8 - BUSIE R E R4
BEERBZBRZEERERERE  A=FF

=F— A5 REN8F - AEE B
A RIRIE A5 4{E74,766,0007T (80,000,000
AEM)Z%EIE%IEET_)\ BRIRITR

AERTEIL R R R R S AR
5@2}5@ g

BE_TT=F+_A=+—H  ~£E

Bt B SRR B 24,499,000t (= F
T 4F : 15,054,0007T) ° AEEELRE
HIERTTHR P AT Hs 2 2R £ #R%850,267,0007T
(ZFZ=F :59,712,00070) Bt ARE
ER_TE=F+-A=1T—HzH2K
ZRMEIEE

Re kERBE SR ©1582,562,0007T (=
TT 4 ¢ 79,054,0007T) L& 58 0 ks
BIRAARBE - HEM87,516,000A
R#(ZZ T4 : 84,588,000 ARH#) °
ARG B HRIRRINE o REBEHEIIN
PE B BRI R 45 0E - HEEREEEER
o EETERT  AEEEEERER
PEHETTHNGE 275 2 SRITHS AR WS A IN
ﬁé} o
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(Expressed in Hong Kong dollars) (W& 7T A E&fz)
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26.Bank loans

MEDIA PARTNERS INTERNATIONAL HOLDINGS INC.

26. RITER

The group
REE
2003 2002
$'000 $'000
T T
Bank loans IRITER
- unsecured — I 7,075 7,010
- secured — ik 250,327 225,143
257,402 232,153

The banking facilities of certain subsidiaries are secured by
deposits of $202,188,000 (2002: $196,446,000) placed with banks
at 31 December 2003. Such banking facilities, amounting to
$516,226,000 (2002: $509,252,000), were utilised in respect of
bank loans and bank guarantees to the extent of $257,402,000
(2002: $232,153,000] and $4,520,000 (2002: $4,703,000]

respectively.

The secured bank loans of $250,327,000 (2002: $225,143,000) are
secured by term deposits of $199,928,000 (2002: $194,094,000)
pledged with banks and guarantees granted by the Company.

All the bank loans are repayable within one year or on demand.

ETHBARIZBITREEN ST =F1
—A=+—HZi#k17175%202,188,0007C
(ZEZ = 1 196,446,00070) fEAIEIF o
iR 17{58516,226,0000 (ZEZE =
% : 509,252,0007T) EH257,402,0007T
(=TT —4F : 232,153,0007T) K4,520,000
TL(ZZTZT =4 : 4,703,0007T) B 5 BIFAE
RITERRIRITHER -

BIRIRIRITEF/250,327,000C (ZTZT =
4F : 225,143,0007T) AR FER1T 2 EHITF

7X199,928,0007T (=TT 4 : 194,094,000
75) RAR BRI 2 FERIE R o

A RITEFIGRN —F AN EREHE



il BARAT Notes to the Financial Statements
B %% R 3k MY 5

(Expressed in Hong Kong dollars] (WL A &fz)

27.Accounts payable, other payables, deposits and  27. FE{{BRFX ~ HENKRR - &

provisions R#EE
The group The company
AEHE RAFH
2003 2002 2003 2002
$'000 $'000 $'000 $'000
T T T T
Accounts payable & BR X 49,948 22,507 - -
The group The company
rEHE NG|
2003 2002 2003 2002
$’000 $000 $'000 $000
T T T T
Other payables HAth &~ E 7,582 6,633 101 ~
Deferred revenue EEHA 2,979 4,502 - -
Deposits received in advance falZ® 23,442 17,452 - =
Accrued expenses JEErE A 12,241 16,428 1,252 1,786
Provision for onerous contracts & REEEE
(note 27(b)) B (F5E27(0)) 1,505 12,626 - -
47,749 57,641 1,353 1,786
Deferred revenue represents the amounts received before the R AIERETA B TAERT 2 EZ K
related work was performed. T8 o
Deposits received in advance represent advertising site rental YRS EEBIRESE BEENEE R
deposits received from advertisers and advances from customers. BP TR -
The amount of other payables and accrued expenses expected TREARS IS — 1R (B8 2 A RS BR K R B
to be settled after more than one year is $1,623,000 (2002: HERA1,623,000c (ZEE —F
$1,613,000). 1,613,0007T) ©
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Notes to the Financial Statements

R ESE

(Expressed in Hong Kong dollars) (W& 7T A E&fz)

27.Accounts payable, other payables, deposits and

provisions [continued)

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

accruals are accounts payable with the following ageing

MEDIA PARTNERS INTERNATIONAL HOLDINGS INC.

27. B IR - HttBNIRR ~ &€

R#E (&

la) FFARENER - AL REARRR

CRE

KR &M 2 BN R R 2 AT

analysis: T @
The group
REE
2003 2002
$°000 $'000
Ft T
Current BNER 4,087 6,211
1 to 3 months —Z={8AH 5,868 5,364
More than 3 months =@AKE 39,993 10,932
49,948 22,507
(b) Provision for onerous contracts (b) BHRIEEBEERE
The group
REEE
2003 2002
$°000 $'000
Fx T+t
Balance at 1 January MN—A—B 2 &% 12,626 =
Additions during the year NGRS Yill - 12,626
Provisions utilised during
the year RS B (11,121) -
Balance at 31 December R+-—A=+—Bz&% 1,505 12,626
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Notes to the Financial Statements
B 7% 3 3= Bt 5 E

(Expressed in Hong Kong dollars] (WL A &fz)

27. EERR
RiEE (&
(b) BHEEESERE (£)

R-TE-F+-A=+—0 &=
BAEBETEBBSANZEEN

27.Accounts payable, other payables, deposits and HittENERN - BE
provisions [continued)
(b) Provision for onerous contracts (continued)

At 31 December 2002, the Directors considered that certain

of the Group’s advertising contracts in Hong Kong had

become onerous when taking into consideration the market M5HK - BeAZFAOBERKE R
demand for the advertising space in respect of these BABRBLERRE  EERR/EE

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 was 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”.

The expiry/early termination of the said contracts during the
year ended 31 December 2003 has utilised provisions in the
amount of $11,121,000.

BRIFEERNWE - Bt - RIEES
ESERNFE 285 [#E - HARAER
SARBEIRTE  RERUERZFEHZ
HIEKE B F R AE TE B A BB 2
CEBIELANEAEEERESE
12,626,0007T °

R ENERE ST =F1+—
Hz+f5¢¢§WEﬁ/ﬁm%
1k AmZAE#EKEE11,121,00070 2 B

o

28. R SL I E BE
e 3 H?ﬂﬁgﬁﬁﬂﬁ%gﬁﬁﬁ
o BAREREEE -

28.Amounts due to jointly controlled entities
The amounts due to jointly controlled entities are unsecured,

interest free and repayable on demand.
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29.Employee retirement benefits
Set out below are certain particulars of defined contribution

retirement schemes operated by the Group.

(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% (2002: 9% 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.

MEDIA PARTNERS INTERNATIONAL HOLDINGS INC.

29. B2 RMIER
AT A2 R B BRI 82
BT -

(a) FFEIZHE

REER2MBRREERES
(AT ERaES]) ZTEABER 2
EEETE - AEEBREMBARZH
EREERAEEAFS%MRESTE
BRI - MAKBEIES AiZES
R E5%ZE10% M58 8 € 5t &I 1E T
oo AEBEZRFMABREHAFTE
SR ATE R ENED 2 TRAE
ZEBRBIEFUE R 2 S EARER
P EREBEERIBTEI 2 EEFE -
ERAEE REBRRES T EIED
Z B - BB RIRSRE T
FRERASERITAESIEES
HERERRRATE - MR R —
FENFARL AT ERFHARR
SFFLE10%ZE0% RS -

REETRBEMBERARZEEEZ NS
R B3 75 T 3 2 R R RET &
&% E M8 A R Z8 A SR RETBIVE
o8 Hil R - AR HE B 2 RIKTE
| o PEIMEB A BIFTSE A Z RIREK
TIREH A AR EREEHFEUA
BEBDLEE  NMFI%E22% (=
TT_F : 9%E2%) TE - EEHH
REAR A 1B R NRR o [ Bl 5 I
FERR 2 P RBRINGHEIMERIE - K&
EENERRAEARKEBNZEE -
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(Expressed in Hong Kong dollars] (WL A &fz)

29.Employee retirement benefits [continued)
(b) Retirement benefit costs for the year were as

follows:

29. BERNER (&

(b) RNEEZRIMBENRAMT

2003 2002
$°000 $'000
T T
Retirement contributions JESEZ R IRETE
payable to retirement ZIRIRER
schemes 2,814 2,840
Forfeited contributions REBEAEE
refunded to the Group 2R WK (252) (126)
Total net contributions payable — FESZ R {REHE
to retirement schemes ZHEREFFEE 2,562 2,714
30.Taxation 30. %18
The group
REE
2003 2002
$°000 $°000
SFo T
Provision for FEIT in the PRC PESNE RS TEE 1,387 634
Tax payable relating to prior years ~ BEBEFE 2 BHFHIE - (31)
Taxation payable FERITLIR 1,387 603
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31.Convertible Bond

MEDIA PARTNERS INTERNATIONAL HOLDINGS INC.

3. AR EZ

The group and
the company
REERAQT
2003 2002
$°000 $'000
FT Tt
Convertible Bond ARES 85,000 85,000

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 Group has obtained a
50% waiver of interest payable to the Bond holder of the
Convertible Bond for the period from 9 January 2003 to 8 January

2004.

The holder of the Convertible Bond ("Bond Holder”) 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 of $1.21 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.

The Bond Holder has undertaken not to demand repayment of
the principal sum of $85,000,000 due under the Convertible Bond
for a period of 12 months from 31 December 2004,
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EEMMRESRHEARER_TT=F
—ANBE=ZTNF— A\ BHRHER
F2250% °

FeaTHRET - FTRRESHEE AR
T_F—A=+—HiEEst~EA%E
B=ZZ=_F+A=+—RH%B EREE
BB EB 1D AIHAAR B R R AR R RIS -
RmERERI.21T -

BRIESERIERBM - 5T8H - Ol &
AR E S R B R A & I E(I S
M S BB
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32.Deferred taxation

(a)

(b)

Provision for deferred taxation of $45,000 (2002: $Nil] was
made in respect of depreciation allowances in excess of the

related depreciation.

The major component of unprovided deferred taxation of the
Group is the future benefit of tax losses of $18,818,000 (2002:
$10,012,000).

The Group has not accounted for the deferred taxation assets
attributable to the future benefits of tax losses generated
from the Hong Kong operations as the availability of future
taxable profits from the Hong Kong operations against which
the assets can be utilised is uncertain at 31 December 2003.
The tax losses of the Hong Kong operations do not expire

under current tax legislation.

The Group has not accounted for the deferred taxation assets
attributable to the future benefits of tax losses in respect of
the Mainland China operations as it is not certain the relevant
Mainland China operations will generate future taxable
profits before the accumulated tax losses expire. The tax
losses of the relevant Mainland China operations expire five

years after the relevant accounting year end date.

32
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(Expressed in Hong Kong dollars] (WL A &fz)

JESERIR

(a) EIEFATEREELS,000T (2T 4 ¢
) R HEBRETEREZ T ER
FREEmETE -

(b) NEBREEZEEHRBEEEAEH
1BITEEE 2 12518,818,0007T (=&
T4 :10,012,0007T) °

AEEWEEEBEIFELE BRI
BRZMaRHBEEREEEAR -
J?.Eb_/\—v B=EFT__H=1—

EETEAABEBELZA
féJEu%ﬁRmﬂTT ZEERERE - 1R
BRERG - BEXRBELEZREE
BRBERY -

RER B I A R B A XIS 2 B
BEBERZ M BHEERIAEE
AR REARTREEEE@E2TEA
R BN REWEE R 2B E
£ BRERBUEH o FEIAMRSE
R RBERR RN ST FELF
REIH

33.Minority interests BALERRER
The group
REE
2003 2002
$°000 $'000
FT Tt
Amounts due to JERT D EAR R FRIE
minority shareholders 5,901 5,331
Minority shareholders’ LR R FE
share of net assets HEEFE 15,091 15,002
20,992 20,333

The amounts due to minority shareholders are unsecured,

interest free and are not expected to be settled before 31
December 2004.

e D BRBCRRIAE R B MBI - 3
BTN _—_ETMOF+_A=1t—HA

8 -
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MEDIA PARTNERS INTERNATIONAL HOLDINGS INC.

34.Share capital 34. R
The following is a summary of movements in the authorised and A TNAARRRVAE KRB BITRA 2 S8
issued share capital of the Company. 2o
Number of
Notes shares Amount
Bt ROEE X
$°000
T
Authorised: EERA
At 1 January 2002 R-EE-_F—HF—H 50,000 50
Increase in authorised share capital A TE R ARG AN (a) 99,950,000 99,950
Subdivision of ordinary shares into 1 3B AR 4 7
$0.10 each Fh%0.107T (b) 900,000,000 -
R-TBZE_F
+=A=+—8
At 31 December 2002 and R_FF=F
at 31 December 2003 +=ZA=+—H 1,000,000,000 100,000
Issued and fully paid: ERTRBZRA :
At 1 January 2002 R-ZZEE-F—H—H 1 -
Subdivision of ordinary shares into 143 388 AR 45 4
shares of $0.10 each RER00TT (b) 9 =
Shares issued upon Reorganisation B EITRGD (c] 999,990 100
Loan capitalisation ERERE (d) 639,000,000 63,900
New issue and Placing of shares BATHA M AL E At (e) 213,800,000 21,380
R-FT_F
+=—A=+—8
At 31 December 2002 and R-FF=F
at 31 December 2003 +=—A=+—H 853,800,000 85,380
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34.Share capital [continued)

Notes:

34. RA (&

(a)

(b)

(c)

(d)

(e)

(f]

On 7 January 2002, the authorised share capital of the Company
was increased from $50,000 to $100,000,000 by the creation of an
additional 99,950,000 shares of $1.00 each ranking pari passu with

the then existing shares in all respects.

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.

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 MTI. The Company became the holding company of the

Group with effect from 9 January 2002.

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.

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.

All shares both issued and unissued rank pari passu in all respects
at 31 December 2003.

BiaE -

(a)

(b)

(c)

(d)

(e)

(f)

RZTT=_F—A+tH  AARNE
99,950,000 AR EIE1.007T 2Bk fh * #
S5 RR R 150,000 T2 25 100,000,0007T ©

MRS HEEE R ETRO=E
[FISHER o

RZZZT=_F—AtH - AAFAFER
TR O EEBSAR1.007TEZ0.10
TT  WiSSRREET 00T 2 BT RAE
TTRHIFH A1 0B (CA T ST (AR (D #F
1) - RERBROIFHAE R - RATZE
ERAA100,000,0007T 25
1,000,000,0000% FAXE{EO. 107T 2 A& 15
HAP10RABBEEITRND °

REZZE-F—ANB  KARRMTIK
f&Polyland 1AREME1.00% T 2 & fn (BD
Polyland 2 &2 BATIRA) » WRIMTIZEAT
K BREE999, 990N ERNRME - AR
AIE=ZTT - ANBAERAREREZ

? fl/‘\

RZZZE=_T—ANA - AABEHZRE
RABIMSCVET L % » =TT —F+
—A=tHEMNMSCVz EEME K
105,978,176 TTEEFE A - W RMSCVAL E
K2 %£17639,000,0008%B& 15

BE-ZZE-F—A=+—HAAXRARH
FERIZER L - NRARARRET A ETT
213,800,000/%f%fn - B TEMBE BT
NHEEZ ZBEF ARR R ZRAEE

RZZBZ=F+-A=+—B MEE%E
TRABTERNES T ELZFEREFHE
Ao
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34.Share capital [continued)

Share option scheme (the “Scheme”)

The Company conditionally adopted the 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.

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
$0.62 per share which are exercisable during the period from 14

August 2003 to 13 August 2012, both dates inclusive.

34.

MEDIA PARTNERS INTERNATIONAL HOLDINGS INC.

BRA (&

fBRRERT 8l (TRt E)
ARBR—FZ_F— A BBEGRFHER
B ERTE  EF A 2RRERERR
EREPACS DR S E oy e 29
RBES RIS BRRERTERSI
ZASBER) ZTARBARRRND 2
FERE - B B L FHIFENEFT W

& o

RIBET &I R R 2 BB TS A (D AR 8T
SHEAARATKDBETRMNERZ
30% e

REFMEEGLBKES N _ZZ
FRAZTAR=ZZEZ-_FN\A+=HA
BrEERRER-_EE_FE)N\A+=H
EEgRLE - ARAERTAHRITEE
HAR0.627T RIS £18,448,0000 AR A A A%
D2 BERIE - ZFERTZBRENR=
TE-FN\A+HBE-_T——F/\A+
=B (BIEEREMA) BARETE -
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34.Share capital (continued)

(a)

(b)

[c)]

(d)

Movements in share options

Notes to the Financial Statements
B 7% 3 3= Bt 5 E

(Expressed in Hong Kong dollars] (WL A &fz)

4. R (&)
(a) BEHSIEZ &)

2003 2002
Number Number
HE #A
At 1 January n—A—H 17,328,000 -
Granted & - 18,448,000
Lapsed KR (1,390,000) (1,120,000)
At 31 December R+ZHA=+—H 15,938,000 17,328,000
Options vested at 31 December R+ A =+—HaJfT{#ER#E 3,984,500 =
Terms of unexpired and unexercised share options at (b) REHHRIIE R AT AT F
balance sheet date A
Exercise Exercise 2003 2002
Date granted period price Number Number
[SE-Gep=k ! 1TEHE 1T1EE HE %A
14 August 2002 14 August 2003 $0.62
to 13 August 2012
—EZ_F)/\A+HA :%?E¢AH+EE
E-FT——_F/\A+=H 15,938,000 17,328,000
Details of share options granted during the year, all of which lc)] REAFREERLZEREFG  FH
were granted for nominal consideration FERBEE IE R BB
Exercise 2003 2002
Exercise period price Number Number
1TEHE 1T1EE HE %A
14 August 2003 to 13 August 2012 $0.62 - 18,448,000
—EE=FN\ATHAE=ZE——FN\A+=H
Details of share options exercised during the year ld] REFEEITIEZ BRIEFIS
No options were exercised during the year ended 31 RZZBEZE=F+_A=+—HFER

December 2003 (2002: Nil).

WETERBEE(CTT_F &) -
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35.Reserves 36. it
(a) The group (a) AEHE
Other
Share Merger capital Exchange Revenue
premium reserves reserves reserves reserves Total
R&EE AftRE  EERRE B LON:1 - At
$000 $000 §000 $000 $000 $000
T T i T I S
At 1 January 2002 W-EZ-F-f-H - 295,466 (61,518) - (33,998) 159,950
Capitalisation of
shareholders' loans REETERL 42,078 - - - - 42,078
Share premium
arising on issue of RERDMAESE
placing shares LBRARE 213,800 - - - - 213,800
Share issue expenses FRHAER (22,163) - - - - (22,163)
Movements arising from
the Reorganisation BlfEEzE - (100) - - - (100]
Loss for the year TEEESR - - - - (29,941) (29,941)
At 31 December 2002 R=BE=fF
+ZB=t-H 233,715 255,366 (61,518) = (63,939) 363,624
At 1 January 2003 R-EZ=F-F—H 233,715 255,366 (61,518 = (63,939) 363,624
Movements arising from B RS
changes in excahgne rate 2 = = = 1,064 - 1,064
Loss for the year TEEESR - - - - (21,774) (21,774)
At 31 December 2003 RZ-Z2E=fF
+ZB=t-H 233,715 255,366 (61,518) 1,064 (85,713) 342,914
Other capital reserves represent the excess/shortfall of the B ERNFEREANB R MgEE R

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.

A ZIRERAE - BN ERASERE
HREEE BB A EEFELZ

DRfEE-
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35.Reserves [continued)
(a) The group [continued)]
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 parvalue of the shares of the subsidiaries which
the Company acquired over the par value of the Company’s

shares issued in consideration thereof.

Notes to the Financial Statements

B 5 R 3R M

(Expressed in Hong Kong dollars] (WL A &fz)

35.f#1fE (&
(a) REE (&
& BHE R TR B 2 7] R AR IR AR i B 1
BARZFEBEE N_TT_F+=A
=t+—RIEFEZEHEES SRR
A RIFTUEE T B A Rl () EE R R
REAMERREZERITRNEBEZE
o

2003 2002
$’000 $000
T T
Loss for the year B TAIRRIRFEARE
is retained by: B8

- The company and — RNRFAREMEAF]
its subsidiaries (25,082) (28,511)
- Associates — BN A] 1,641 (1,974)
~ Jointly controlled entities HEEH TS 1,667 544
(21,774) (29,941)

Included in the figure for revenue reserves at 31 December
2003 are reserves of $4,057,000 (2002: $2,416,000)
attributable to associates and reserves of $11,039,000 (2002:
$9,372,000] attributable to the jointly controlled entities.

 ETE=F+A=F+—AH2ZK
ANRFEBERIEEGHBERARAFESE
4,057,0007T (ZFZ =4 : 2,416,0007T)
K e Hh A2 B B f74511,039,0007T
(ZZZ =4 : 9372,0007T) °
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MEDIA PARTNERS INTERNATIONAL HOLDINGS INC.

35.Reserves [continued) 35. &l (2
(b) The company (b) R E]
Share Revenue
premium reserves Total
R4 {E WA #st
$°000 $°000 $°000
T T Tt
At 1 January 2002 R-ZZE-_F—HF—H - (113) (113)
Capitalisation of
shareholders’ loans BEREFREAE 42,078 - 42,078
Share premium arising [ v
on issue of placing shares EEZBRARE 213,800 - 213,800
Share issue expenses BITRIDAX (22,163) = (22,163
Loss for the year REEEE - (5,606) (5,606)
At 31 December 2002 R-EBE_F
+=—BA=+—H 233,715 (5,719) 227,996
At 1 January 2003 RZEE=F—H—H 233,715 (5,719) 227,996
Loss for the year REEREE - (4,394) (4,394)
At 31 December 2003 R-BE=F
+=—BA=+—H 233,715 (10,113) 223,602
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36.Commitments and contingencies 36. AERFIAEHE
(i) Commitments under operating leases li) REHERIE
At 31 December 2003, the Group had total future minimum RZEZT=F+-_H=+—H &&
lease payments under non-cancellable operating leases ERIBE A AR SR EmMAER T
payable as follows: HIM S 2 RS BFEYIRAT
2003 2002
Site Site
Property rentals Total Property rentals Total
nx  EEUHEE st nx EENEE @t
$'000 $°000 $'000 $000 $°000 $°000
Tr Tr Tr T T T
Within one year —FR 2,575 44,439 47,014 1,962 63,572 65,534
After one year but ~ —%Ff&
within five years BRFER 3,525 267,677 271,202 320 117,622 117,942
After five years AFk 2,311 588,665 590,976 = 380,564 380,564
8,411 900,781 909,192 2,282 561,758 564,040
The Group leases a number of properties and advertising AEERBCEHERAZENER
sites under operating leases. The leases typically run for an BEA - ZEHE—RYFRE—F
initial period of one to eighteen years. Certain leases contain TN\EFE - HETHENREEE MRS
an option to renew upon expiry when all terms are BED  ARGRASENNE - &
renegotiated. Certain leases contain a contingent rental THETASNEE - HIRERERP
element which is based on advertising fees receivable from BEERMERE -
customers.
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36.Commitments and contingencies (continued)
(i) Other commitments

As at 31 December 2003, 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 $5,377,000 (RMB5,700,000). The
agreement is for the period from 1 November 1999 to 22
September 2029. $5,377,000 (RMB5,700,000) (2002:
$5,327,000) is due within the next twelve months, $33,679,000
(RMB35,700,000) (2002: $28,037,000) is due after one year
but within five years and $21,510,000 (RMB22,800,000) (2002:
$31,963,000] is due after five years. The aggregate amount
payable by the Group to the PRC joint venture partner up to
31 December 2010 is $60,566,000 (RMB64,200,000) (2002:
$65,327,000). For the years from 2011 and onwards, the
annual fee will be determined through commercial
negotiation between CAMPI 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.

As at 31 December 2003, Media Partners International
Holdings Limited, a subsidiary of the Group had entered into
an agreement with an independent third party in respect of
the provision of advertising agency services and the
enhancement of the Group’s metro advertising management
system. The terms of the agreement are for the period from
5 September 2003 to 4 September 2008. $1,265,000
(JPY17,500,000) is due payable within one year and $506,000
(JPY7,000,000) is due payable after one year but within five

years.

MEDIA PARTNERS INTERNATIONAL HOLDINGS INC.

36. RERBARER (&)
lii) HEfEE

REZZBE=F+=A=1—01 ' A5E
—HNE AR EE R ALEEPRE
ERHET I - AT TE LR
{5 PR S £+45,377,0007T (5,700,000 A R
W)EE o Tﬁéﬁﬁ\ﬁm—ﬂhhiwL—ﬁ
—HAETAFAAZFTZH AR
Rt+= flﬂ B3 :45,377,0007T (5,700,000
ARE) (ZFTZT = : 5,327,0007T)
M—F 1B RFNAEZR33,679,0007T
(35,700,000 AR%) (ZZEZ 5 -
28,037,0007T) + MR AFERAIAELZ
21,510,0007T (22,800,000 A REE) (==&
T4 ¢ 31,963,0007T) © AEEEHZE—

—SFEF+-A=+—HBXNNEH
60,566,0007%(64,200,000}&%) (==
T 4F : 65,327,0007T) TR EIE &R
o mZT——F FEREHAEEH
BptE S SR
TE o BRI A BT Z S - i
AUREN S R SRR AR =T
——FE_TNFRHPESERMY
TR FE -

RZZEZE=F+-_A=+—8 -
Media Partners International
Holdings Limited (AEEZ B A
A) BB E=ARHESRERSE R
HEeR AR E 2 i E S E IR R MmA]
it o BEMBE—TE=FNAL
HEZE-ZZ N\FHLAMAB I - BR—
FREEZ R FIER1,265,0007T
(17,500,0000 ) @ MR —F&ER
FRTIHER 2 FETFRIERIA506,0007T
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(Expressed in Hong Kong dollars] (WL A &fz)

36.EZERRARER (&)
i) EfbEE (&)
A NIRRT EES 6 FT
PR S E R EAIE -

36.Commitments and contingencies (continued)
(ii) Other commitments [continued)]
The above commitments are not included in the operating

lease commitments disclosed in note 36(i) above.

(i) EAREIE
RZEZE=F+-_A=T—HERZ=
ZEF+A=1+—H FREEE

MR EIEL B BTN

EEEEREEERE L BARE

(iii) Capital commitments
At 31 December 2003 and 31 December 2002, the Group had
capital commitments in respect of the acquisition of fixed
assets and advertising rights not provided for in the e

consolidated financial statements as follows:

2003 2002
$’000 $'000
T Tt
Contracted for B4 - 42,178
Authorised but not contracted for EHRCEERETAY = =
- 42,178
liv) Contingent liabilities liv) RAREE
At 31 December 2003, the Goup had contingent liabilities MRZZBEZE=F+_H=+—H &%

i

amounting to $4,520,000 (2002: $4,703,000) in respect of Bz REES 4,520,000 (25

T £ : 4,703,0007T) ° :XFHAE

i

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 2003, guarantees given by the Company to
banks to secure banking facilities made available to the
subsidiaries amounted to $132,170,000. (2002: $166,729,000).

TARKEERBEBRRABLIE=F
e ZSRITHER - R —BEHEA
AR ERIT R SFE T 153 E s M
BRAIZEIE -

e

— ==

F+ZA=+—H &2
AI[AERITIR At A 2K132,170,0007T.2 &
REEZ=F : 166,729,0000T) * £
M AR A ESIRITEE °
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37.Material related party transactions
The following transactions represent material and significant
related party transactions between the Group and related parties

identified by management:

In the Directors’ opinion, the transactions noted below were
entered into in the ordinary course of business and on normal

commercial terms.

MEDIA PARTNERS INTERNATIONAL HOLDINGS INC.

3. EXBEALRS
BERERR - THAREBEMEAL
SVEAREEZMEALRS

EERA - TIIRGDVERERBHIR—
GEESL ST CIRVAD

2003 2002
Notes $000 $°000
Pzt T T
Income 6
Management fees and other related ERERREMIH
service fees ﬂﬁi%%)ﬁ (a)
- Guangzhou Yong Tong Metro — B kE
Advertising Company Limited BEBRAA (i 4,689 4311
- Shanghai Metro-ads HEERIE
Advertising Co., Ltd. EEBRAF (i) 3,960 3,960
8,649 8,271
Advertising and other EEREMIEE
related service fees R E (b)
- POAD — POAD (v 359 -
- Market Catalyst International — BEMSRE
(Hong Kong) Limited (&FB)BRAT (i) - 79
359 79
Loan interest income BN B
- Minority shareholder — PHRE (c) 38 70
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Notes to the Financial Statements

37.Material related party transactions (continued)

3N.EXBEALRE (&

B 5 R 3R M

(Expressed in Hong Kong dollars] (WL A &fz)

2003 2002
Notes $'000 $'000
i T Tr
Expenses 53
Advertising and other EEREM
related services 18R PR (b)
- Shanghai Zhongle — Lighe (i 12,826 1318
- Market Catalyst — BETGRE
International (Hong Kong) Limited (&E)BRAR i) - 277
- POAD — POAD v) 763 510
13,589 2,105
Office rentals WAEMSE (d)
- Hang Lung Real Estate — BEMERE
Agency Limited BRAT (iv) 649 555
- Nobel State Company Limited — REEBRAA (il 915 789
1,564 1,344
Administrative fees TRER (e)
- MTI Administration Limited - REMBEERBARRA i 400 832
Consultancy fees BRE (f)
- Springfield Financial Advisory Limited — Springfield Financial
Advisory Limited (il 123 180
Advertising fees EEB (g)
— REAERARERAT] — REAERARBRAA] i) 7,413 3,491
Interest on Convertible Bond AHARR B S, (h)
- Morningside CyberVentures Holdings — Morningside
Limited CyberVentures
Holdings Limited 31 & ii) 1,086 2,078

169



Notes to the Financial Statements
B 7% 3 3% [t 5
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37.Material related party transactions (continued)]
Notes:

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

(a) 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.

(b) 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.

(c) Loan interestincome 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.

(d) 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.

(e] On 9 January 2002, the Company entered into an administrative
services agreement with MTI Administration Limited ("MTI"], 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, on a monthly basis, a
proportion of the monthly total staff costs in relation to such

administrative services.

For the year ended 31 December 2003, MTI agreed to restrict the
charges payable for such administrative services to $100,000 per

quarter.

(f]  Consultancy fees are charged based on the services provided to the
Group by the related party by reference to similar transactions with

outside customers.

(g) Chengdu Advertising MPI pays the A ERE B AR ER AR ("Bus JV7)
70% of the amounts 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.

(h] Interest on the Convertible Bond payable to MSCV is calculated at a
rate of 2.5% per annum, semi-annually in arrears. For the period
from 9 January 2003 to 8 January 2004, MSCV agreed to waive 50%
of the interest payable by the Group in respect of the Convertible
Bond.

MEDIA PARTNERS INTERNATIONAL HOLDINGS INC.

JN.EXBEALRS (&)
PEE
BMEALXZZMEREERFIMT

(a) @ﬁ&ﬁﬂlﬁﬁ%?ﬁ&ﬁ@*ﬁﬁﬁﬂﬁ“%'
THIRIE A SR | SRR R B A AR R < AN
B IR EPE\JEHZ?EEH Eﬂ%f)

(b) EEREMBEREE  THiREAEE
BEATRBERINATFETZIA Mﬁ&
HMHE L KB EWE -

(c) EU&Best Reward Venture Limited 2 E1i%
Zfﬁmﬂgﬂﬂl ’ E*ETFZA?"J‘%(HQ%
ZAEBEBEFIRFB2ER

W) WASMSAREREBEREALET
2R WBETE - BAREESE
o

(e) RTZZE-_F—ANE  ARFERER
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BRATIMSCVZ 2B KB AR AL E R
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& LAEZ100,0007T AR ©

(f) BEEALRARERERSE A HREE
T2 ERINRZEFHETZBUR ST EIR
o
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37.Material related party transactions (continued)]
Notes: (continued]
Details of the relationship between the related parties and the Group
are set out below:

(i) 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.

(i) 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] Amember 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.

B 5 R 3R M

(Expressed in Hong Kong dollars] (WL A &fz)

JN.ERBAEALRS ()
GEENE)
B A+ SR SE 2 BRI :

() AEEZLRZEHER

i) REKEZHMNARBAABFNTES
RERCESRREES LI R/EETH
TRRK B R B AR S MBI R 2 ZIR(EE
PrESl (T EEEREEER AT (A THE
ek REKBARR)

(i) PERIEIEREREREPERZINETS
MPI Transportation Company Limited %
BEEEY —Fn  BIEA6L%EME
7N o

(iv] MIBRFEEZF R LAMRIIERTZXEAZS
Z’\Eﬁ%%ﬁﬁi;&ﬁj A —IR{EFER
EREXEAZ IR RBBERITERIREE
REAZ —EHBEAL (EERLEBHS
RHAARARIRIERZES EHHRAD o

V) AEEZEERF] e
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37.

38.

39.

Material related party transactions [continued)
Notes: [continued]

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 EM#EEZEER A F], 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, with no
profit or loss was incurred on disposal by MPIL. Of the $27,830,000,
$9,138,000 (RMB9,778,000) was transferred to Guangzhou Metro JV by
way of an asset injection. As at 31 December 2003, the remaining amount
of $18,868,000 (RMB20,000,000] (2002: $18,692,000 (RMB20,000,000)) 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.

Amounts due to and from related parties
Amounts due to and from related parties at 31 December 2003 are set

out in the consolidated balance sheet of the Group.

Comparative figures

Certain comparative figures of (a) site rental and (b) other direct
costs have been reclassified and separately disclosed in the
consolidated profit and loss account in order to conform with

the current year’s presentation.

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 2003.

37.

38.

39.
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Financial Summary
BRE

[Expressed in Hong Kong dollars]

(ABTT B ELL)
2003 2002 2001 2000 1999
$’000 $'000 $°000 $°000 $'000
Tr Tt T T T
Turnover =R 277,205 290,804 258,976 220,461 149,184
(Loss)/profit attributable IR E(L (B51R)
to shareholders el (21,774) (29,941) 23,387 9,668 (28,114)
EBITDA (note 3) EBITDA (F15E3) 27,963 14,014 62,208 51,013 (522)
Adjusted EBITDA ZFEEBITDA
(note 4) (FE4) 44,299 28,949 78,154 56,154 (522)
Assets and liabilities EEHEE
Total assets B E 910,292 880,655 583,713 548,318 379,469
Total liabilities FEN=E (461,006) (411,318) (401,325) (393,802) (414,759)
Minority interests DEIR R (20,992) (20,333) (22,438) (17,953) (15,670)
Capital and reserves B K i#E 428,294 449,004 159,950 136,563 (50,960)
Notes: P
(1) The results of the Group for each of the three years ended 31 December (1) XEEHE—NANNF - —TZTFR_TZ

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

—Ft A=+t HLE=FEEFZIRE T
BRRAEENEA TR 2 RENERFEE—
BEREMRBEAHEERR AKEBE—
NANER_FETFE+ _A=+—HIEMF

extracted from the Company’'s Prospectus dated 15 January 2002. E2RE  DNESBEARR T _F—A+
hHZBRKRER

[2) The Company was incorporated in the Cayman Islands on 14 May 2001 2) RRARIR=_ZEE—FHATNBEREHSH
and became the holding company of the companies now comprising the fipsz - BT _F— AN B EHETHEK
Group as a result of the Group Reorganisation which was completed on 9 RAEBERRE AR ZERAT
January 2002.

(3) EBITDA is defined as earnings before interest expenses, tax, depreciation (3) EBITDAREARFI A SR ~ Fi1E - & B AT
and amortisation. ZBH o

(4) Adjusted EBITDA is defined as earnings before interest expenses, tax, (4) #CFHEEBITDAEARGIAER « Bi1E - Hresid

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.

BN O BBCRER ZATE A AR E D (G
EREIPOADERE S FIERI B DBER 2R
Ao ERETDERFRESBERENCGER EE
Rk i
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“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

“AEL”
Airport Express Line

“Associate(s)”
has the meaning ascribed to it in the GEM Listing Rules

“Board”
board of Directors

“Company”
Media Partners International Holdings Inc., 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

“Chongging MPI”
Chongqging MPI Public Transportation Advertising Co., Ltd., a sino-foreign
CJV established in the PRC

“cJv”
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

“EJV”
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

MEDIA PARTNERS INTERNATIONAL HOLDINGS INC.
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“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

“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

“y
joint venture

“LEDs”
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

“SFO and Future”
the Securities Ordinance (Chapter 571 of the laws of Hong Kong])

“Shanghai MPI”
Shanghai Media Partners International Ltd., a sino-foreign CJV established
in the PRC

Glossary [continued]
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“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

“Sharel(s)”
share(s) of HK$0.1 each in the capital of the Company

“Shareholder(s)”
holder(s) of the Shares

“Shenzhen MPI”
Shenzhen Media Partners International Advertising Limited, a sino-foreign
EJV established in the PRC

“Stock Exchange”
The Stock Exchange of Hong Kong Limited

“the Sponsor”
BNP Paribas Peregrine Capital Hong Kong Limited

“WTO0”
the World Trade Organization

MEDIA PARTNERS INTERNATIONAL HOLDINGS INC.
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