


CHARACTERISTICS OF THE GROWTH ENTERPRISE MARKET (“GEM”)
OF THE STOCK EXCHANGE OF HONG KONG LIMITED (THE
“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 high 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 at www.hkgem.com 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 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 report.

This report, for which the directors of MediaNation Inc. (the “Company”) collectively and
individually accept 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 (the “GEM Listing Rules”) for the purpose of giving information with regard to the
Company. The directors, having made all reasonable enquiries, confirm that, to the best of their
knowledge and belief: (1) the information contained in this report is accurate and complete in all
material respects and not misleading; (2) there are no other matters the omission of which would
make any statement in this report misleading; and (3) all opinions expressed in this report have
been arrived at dfter due and careful consideration and are founded on bases and assumptions
that are fair and reasonable.
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MediaNation Inc. is a leading advertising
company, which has built up one of the largest public

transport advertising display networks in the People’s
Republic of China (the “PRC”).

The Company is well established. Its roots go back
to 1992, when the founders saw the huge potential
for outdoor advertising in Hong Kong and the PRC.
In 1996, a holding company was incorporated which
offered advertising services through its subsidiaries.

The Company is listed on the Growth Enterprise
Market of The Stock Exchange of Hong Kong
Limited.

MediaNation Inc. is now established as a major force
in outdoor advertising in its chosen markets.

Major Chinese cities in which the Company has
contracts with public transport authorities include
Beijing, Shanghai, Guangzhou, Wuhan, Tianjin,
Hangzhou, Qingdao and Chengdu.
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The Company has the exclusive rights to advertising display sites on approximately
16,855 buses in 15 major cities in the PRC. The metro systems media advertising is
a fast growing business in the PRC. The Company has contracts with metro lines

operated in Beijing and Shanghai.

The Company recently signed a five-year sole sales agency contract with CGEN
Digital Media Network Co. Ltd. ("CGEN"), a Shanghai-based company specializing
in in-store TV at approximately 240 mega stores outlets in 23 Chinese cities at
present, which include Beijing, Shanghai, Guangzhou, Tianjin, Hangzhou, Wuhan,

Ningbo and Shenzhen.

From this strong and expanding base, the Company is also seeking new advertising
opportunities, and is expanding into other formats such as newspaper kiosks and

other forms of “street furniture”.
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An Expanding Market

Although one of the oldest forms of mediums, outdoor display remains a key form of advertising with
advantages that cannot be matched by television or newspaper advertising. This is especially true in terms of
the visual impact, which makes this form of presentation so effective. The rapidly growing consumer market

in the PRC will ensure a strong demand for advertising.

The creative use of prominent displays in heavily trafficked locations provides advertisers with a powerful

platform to build brand awareness and drive home marketing messages.

Compared to other forms of advertising, it is cost effective, generates repetitive viewing and reaches

potential customers close to points of sale.

The exciting and endless possibilities for presentation offered by this form of display will ensure that it
remains a key tool in advertising campaigns. Clients are becoming ever more sophisticated in their
presentations, and are encouraged by the growing amount of research data that reinforces the effectiveness
of outdoor displays. New technologies also widening creative opportunities, will, in turn, attract new

customers.
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DUS advertising

As of 31/12/2004 As of 31/12/2003
No. of buses 16,855 22,658

Total no.of cities in the PRC with

bus advertising operation 2 19

MediaNation Inc. operates one of the largest bus advertising
network in Pan China. Bus ads are the best way to capture the attention
of today's highly mobile consumers, because they move with them. Buses
are an intrinsic part of the daily lives of the entire community, from
children to housewives, workers to senior executives. Regardless of the
traffic condition, buses are highly visible and are almost impossible to
ignore. Their size and movement make them attention-grabbers on the
street. And thanks to their mobility, it takes only a few buses to deliver

full population coverage in comparatively less densely populated cities.
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etro advertising

B | o -_-.

No. of dispby pancls in Snaaghei Mctro | As o731/ 2/2004 | As ef 31 12/2003
- 3hy ucal ra. of pancle 3,291 3,403

- n 2 vdare veda equivaler (see Note helow) 2,762 227

No. of disphy panels in Beij'rg Matre 21,971 21,971

Nata . Saardasd Media is cofired a5 2 12 sheod ig™¢ Sox nthe hal o' 4 2728 A s wr o e 2, 8.8 Zrors Sran
2ar< seder, Ourer disply parels are <onver.od o Siardard IVede. bases or rela ve adverusirg valie.

Metro advertising is a shining scar amorz all cutdoor media, and
an obviats choice on every mecia plan. In view of its heavy and scable
passenger flow of the system, metro advertis'ng is an outdear medium
that can be quantitatively measu-ed. Metro riders in the PRC are mobile
wor <ing group, wtr solid purchasing power. They appreciate advertising
as a valuable information and ertertzinment source during their journsy
Advertisers have 2 captive audience, which enebles them to repeatedly

drive nome the'r message.

With extensive facilities on the Beijing and Shanghai Metre Systems, the
Compary provides access to a hundred of thousands of potential client

customers evary day.
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As the PRC’s major cities continue to modernize, there will ke an increasing need for street
furniture that enharces the quality of urban life both by improving 2 city's appearance and
public arenities. MediaNation Inc. sees the value in tapping the st-eet furniture secter, has

exparding into tnis sector with the fol owing pro’ects.
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City Showcase -
Shanghai Newspaper Kiosk

McdiaNation Inc. has thc exclusive right co operatc newspapers

kiosks ~“ctwork in Shaaghai.




K y;:butdodr Advertlsmg

"Jrl-

oy [SZBE85] FFRSE WG| INFI

19

W
2 PRI+ TROR
EEACHTARAIN 85




annual report 2004

Dynamic Showcase -
First Aid Advertising Display

Our strategy to build a nationwide network of first aid light boxes
commenced in Beijing, with the support of China General Chamber of

Commerce and Red Cross.
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Sun Qiang, Chang

Chairman

Dear stakeholders,

| am delighted to report that in 2004 we recorded our first profitable year since
IPO in early 2002, which is a tremendous turnaround achieved by our tenacious and
hard working management team led by our CEO, Mr. Francis Chu. On behalf of all
shareholders, | would like to express our appreciation to Mr. Chu and his team for

this remarkable result.

A YEAR OF PROGRESS
We have achieved a record profit figure of HK$2.5 million, and our adjusted

EBITDA stands at HK$84.6 million.

This is now our second year under the stewardship of our re-invigorated
management team. We have continued to build our people strength, extending our
focus to middle management, this is having a direct and tangible impact on our P&L

bottom line.
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This ongoing renewal is providing us with the actively and aggressively seek out new

opportunities, particularly in the PRC.

LOOKING AHEAD
Given improvements in the global economy and in Asia in particular, we are seeing a much

stronger demand for advertising media in the PRC and Hong Kong.

We are also exploring some exciting new mediums for our customers, featuring leading-
edge electronic technology, in the PRC and elsewhere. We are also confident of some

significant new contract opportunities in the PRC in 2005.

Looking ahead we have a strong and stable management team steering our clear vision. We

are back on track and ready to seize the abundant opportunities in China.

| also want to thank all our stakeholders for your continued support and commitment to
our vision for growth. MediaNation will continue to strive to improve shareholder value

in the years ahead.

Sun Qiang, Chang
Chairman
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Francis Chu
Chief Executive Officer

It gives me great pleasure to report a benchmark year, which saw the Company
achieves significant operational and financial improvements. Most importantly, we have
managed to achieve a turnaround of the bottom line and record our first profitable year
since IPO in early 2002.

This turnaround was achieved despite a continuation of the challenging environment for
our industry in 2004. City governments in the major centers of Beijing and Shanghai
have been reorganizing their outdoor media environments, resulting in more clients
using our network of outdoor media opportunities. Similarly, many of our business
partners are undergoing their own re-organization process to meet the changing
environment, and their resources re-allocation are affecting all players in the market.

Despite this unpredictable environment, the fine effort made by our management team
continues to steer us toward our goals. EBITDA and cash flows remain positive, while
the Company has also benefited from a reduction in selling, general and administrative
expenses through a sustained tightening of control over costs. The Company has
HK$92.3 million cash on hand, without any loans outstanding.

There are a number of highlights from 2004 that | would like to share with you.

SOME HIGHLIGHTS FROM 2004

Due to the re-organizations made by some of our business partners, we have adopted a
strategy that focuses on prime locations and routes for our bus advertising operations
in the PRC. The Company recorded a 15% increase in turnover in this sector, despite
reducing the total number of buses to 17,000 in 2004 from 19,000 in 2003. This focus
on prime quality sites is paying great dividends.

In Hong Kong, the licence agreement with The Kowloon Motor Bus Company (1933)
Limited expired in October last year. After serious consideration, the Company decided
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not to renew the licence agreement for sound commercial reasons. Since the operation has
been loss making, discontinuing this business has not had any negative financial impact on the
Company. This move is also in line with our strategy to focus on our PRC business.

Our associated company, Beijing Metro, continued to deliver excellent financial performance in
2004, recording a 27% increase in turnover and 32% increase in profit delivery. This was due to
the better utilization of our sales network with more cross-selling from other business units in
the group.

The Shanghai Metro operations have managed an outstanding financial performance in 2004.
Most significantly, the business recorded an increase of 65% in turnover and managed to turn
around its bottom line from a HK$12 million loss to a HK$15 million profit year-on-year.

This is the first year of the official launch for the Shanghai Newspaper Kiosk project and the Red
Cross first aid light boxes project. The newspaper kiosks in Shanghai recently gained significant
attention from central government as they are selling government publications such as The
People’s Daily — previously these publications were available through subscription only. We aim
to install another 300 kiosks to complete the installation of the initial phase of 1,000 kiosks in
the near term.

Approximately 4,800 Red Cross first aid light boxes are now installed across major cities,
including Beijing, Shanghai and Guangzhou - focusing on universities and schools, locations that
are not populated with competing media.

We continue to receive many inquiries and favorable responses from both clients and
advertising agencies with regard to some of our new product solutions, and we believe this
momentum will continue in 2005.

AN EXCITING AND DYNAMIC 2005 AWAITS

We are already well into the year of the Rooster and our focus on growth and expansion
remains unchanged. With the Company now in a healthy financial position, we will continue to
look into opportunities both within and outside transit advertising, to cater for the ever-growing
demand for innovating advertising media solutions.

With this in mind, the Company recently signed a five-year sole sales agency contract with
CGEN, a Shanghai-based company specializing in in-store TV at mega stores outlets, this will
likely to significantly boost our revenue base.

We have a solid management team in place, and a firm focus on our business strategy going
forward. With a year of turnaround and consolidation behind us we can now look forward to
sustained growth in what must be one of the most exciting and dynamic advertising media
markets in the world today.

Francis Chu
CEO
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Mr. Sun Qiang, Chang
Claivran

Mr. Sun Qieng Chaig, aged 418, became a non-cxecucive dirccto~ of the Corrpany in
Scatember 19956 and becermc the chainman ir Juy 2001, He is 2Iso 2 managng dircccor of
Warburg Prcus, Hong Korg M~ Sur has been witn Werba-g Piaces since 1995, -¢ holds a
master of busincss administ-ation degree from the VWharton School of the Un'versity of
Pcnnsylvaie, a maste- of arts degree f-om the Joseph H Lauder Insc'tute of Management and
nteriationa Studics at the Univers'ty of Peansylvania and a bachelor of arts degree in English
I'terature ‘rom the Beijing lorcign Languages |1sc'tute. Pricr <o joiring YVarburg Piacis, ne was
a1 cxecutive director in the investment banking divisior anc tne principal investment arca of
Goldman Sacns (Asia) LLC. Mr. Sun previcusly worked for Leperec, <€ Neuflize and Co, an
iavestmert 2an < and leveragec buyout firm in New York

-
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Mr. Chu Chung Hong Fraras, azed 49, sacame ‘he Company's 1aw chie” execuuve olfficer ane
axecutive diractor in Decenber 2002 and [anaary 2003, raspactivaly. He is also ©1e authorizec
~aprasantac ve and the compliance office~ of tha Company. Mr Chu joins t1e Company [rorr

Mr. Chu Chung Hoeng, Francis
Cxocative Divector

acverusing 2zercy Lowa, whera ke was the managng d'rector of its operauons in the PRC M~
Chu has 28 years of exparience in the advercsing industry, 1aving hald sanior managemenc
postions with Ogilvy & Matker Taiwan, Evro RSCG and FCE Mezaconm.




annual repavt 2004

Mr. Cheung Leung Hong, Clill
Now-tazonlge Uvecicr

Mr. Cncung Leung Heng, Cliff, aged 43, >ccame 2 nor-cxecucve di-ector of the Corrsany 'n
March 1998, He is the rrara2ing director and chicf investmeat officer of PAMA Group 2rc a
member of its investrent corrmittce. PAMA Group, is onc of the larzest 2nd ongesc
cstablished >-ivate cquity firms ‘n Asia.  Since joining PAMA 1 1986 at iss incepdon, M~
Cheung hes keld varicus investment 2nd post investmeat responsibil tics with PAMA in Asia
and with the corporete finance and leverage buyodt grou>s of The Prudential Instrance
Comnpany of Amecri<a in the United States. Prior to joiring PAMA, Mr. Ckcung wo-ked with the
Hong Keag branch of Ham>u-gische Landesbank aid the ‘rvestrrent ceam of Amncrican
Inte-national Assurance Co., Ltd. in Horg Kong. Mr. Cheung nolds the Cha-tered Tinencial
Arzlyst des'gnatior a1d is » graduate of ene Univers'ty of Hong Korg.

Ms. Ho Ming Yo

Non Farrutoe Diveewr

Ms. Ho Miag Yec, aged 42, became a 1on-execdsive directer of the Corrary and 2 menber of
the audic commrittee o the Corpany in Scprembe” 2002, Ms, Ho joincd PAMA Group (Hong
Kong) Lim'tec in March 1995. As a c'rector of direct irvestment, she is respoasible for PAMA
Group's private cquity investirent acsivices ir North Asia. Pricr tc jeining PAMA Group, Ms.
Ho wcked for HSBEC Private Equity Management Limiced for nezarly 6 ycars, where she was
responsible To- acqui-itg new irvestments ar< monitoring portfolio compenics in the As?2
Pacific regior. She had aso previously worked for Lazard Asia Assct Management managing
listed irvestments in the region. Ms. Ho obtained 2 mascer of >usiness administrac'on degree in
finance and accountiag ‘rom the University of Califonia, Los Angeles and a bacaclor of scichce
cgree ir industrial engincer rg from Stanford Urivers'ty.

Mr. Cheng Cheung kun, Julian
Non Excerr.aue Uireclar

M~ Cheag Cheurg _un, Julia, aged 31, bacame a hch-executive director of the Cempany in
Marck 2003, Mr. Cheng has been with Warbuarg Pincus group since 2000. He receved his
bzchelor of arts degree frem Hzrvard Universisy. Prior o joining Warburg Pincus group, he
worked witk Salomon Smit1 Barrey 21d Deutsche Bank in Hong Korg
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Mr. Jahannes Schoter
Indcpendeny INu-Erecvbve Divectge

Mr. Joharnes Schacer, aged 49, secame an idepercent 1onh-ececdzive director of the Company
in July 2002. He is alse e mzhaging partier of Victoria Capial Limited in Hoag Keng. Vetora
Capita is a corporate fharce advisory firm with main 2cuviies i1 merger and acquisizion and
fundraising. Mr. Schezer joi1ed Deautsche Bank AG ("DB”)in 1979 after his graduadon irom
unhiversty and bacame tie chief reprasencative of DB i1 Bei'rg in 1983 d | 1988. Mr. Schater
rett red o Germany aterwards and joined the Dusburg brinch of DB 2s general marzger. In
1991 Mr. 3c16ter was appointed as the generzl manager of okys branch of DB. Mr. Schater
becarre the genera manager of DB fo~ China, Hong Korg 2nd Macau in 1995 beafore he
fourced Victoria Capital in | 998 together with a partner. M~ Schdte~ ho ds 2 master degree in
bus'ress adminiscraticn from the Augsburg Uqiversizy in 1978

Mr, Barry |ohn Buctifant
Indcpendeny Nqu-krecvbve Divecgr

Mr. Bzarry John Bittfant 2ged 60, bacame an ‘rcepandsit non-axecutve cirector of the
Cempany in jure 2003. Ha (s the rrarzging di~ector of Hsin Chong Irternaticna Holdings Led.
and is ar atertate di~ector to Mr. V-Nee Yes, crairman of Hsir Chong Construction Group
Ltd. and Mrs. Yvette Yeh Tung, deputy cnairman of Sync-g's Heldings Ltd. He has over 30 years
c© eXperence in corparace and financia management and hes lived ir Horg Kong for ove- 25
years, Prior to joining | Isin Chong Group, he was 2n operathg partner of Baring Private Iquity
Asia Ltd. and was the managing director of Weo Kee Heng (Holdings) —td. f-orm 2001 to 2002
and was e1¢ adviser to the baard of di-cctors of We Kec -ong from Novenbuer 2002 co Ax-i
2004, the maneging drectar of IDT Intertaticna Limited forover 8 yea-s and tad woked for
S me Darby Hong Keng Limned 2rd Paolly Peck Graup for mare than || years in the cepacivy 28
finance director and managing diractor, respectively dwaing tie pariod. e is alse ar
indepandent non-execttive director of Giordano Irternkicnal Limited, Daiwa Associate
Ho dings Limited, China IV e~charts DiChain (Asia) L'mited nd a ho1-executive di~ector of a
NASDAR listced compzny, Ck're Tecknelogy Global Corpoation and a NYSE public company,
Global-Teck Appliances Inc.  Mr. Buttifant is a fellow menrbir of ene Association of Chartercec
Certificd Accourtants, ene | lorg Korg Instistte of Certificd ublic Accourtants, enc Charterec
Mznagement. Insc'tute, the Fang Kong Management. Asseciaton and the Heng <ang Institute af

Di-cr-ors.
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Mp. Duck Yeung Sang
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Mr. Duc< Young So1g, agec 60, became a1 adependert non-cxecutive director of the Corrpany
ir Scpeerrber 2004 He is cur-ently the ¢na’rman and chief execuave cfiicer of Diageo Korca Co.
L:c. and a parmer of Gravitas Pa-tmership, Led., 2 busiacss consu ting group specelizing in Asan
markcess. Mr. Song is a1 experienced “1ternational exccutive with 20 ycars of mult-markee
opcrasonal experience in Asie and 13 years in advertising and market' 1g conrrunication in the
United States combined lor the past “ive years, Mr Song was the <chicf cxecutive officer arc
p-esident of Philip Morr's Asia, responsible for ~cstracturiag and cxpanding the fi-m's business
for the cntirc region exeept Japan. Prior o that, he was the chic® executive officer of Phi ip
Mor-is Korea “or ten ycars where he successfully cstablished the firm's business o>cration “rorr
top to bottorr. Mr. Song graduetec from the Jniversty of llinois ir 1968 with a bachclor of
scicnce deg-ce in indust-ia manazemert and received a rrascer of business administration deg-cc
ir marketing from Whartor Graduace Bus icss School, Urivesity o Pennsy vania 'n 969.

Ms. Mo Li Yan
Shaef Opemrzor: Cftcer

Ms. Mo Li Yan, aged 53, is currandy the chief operation off cer of the Group, witk a “ocus or the PRC
opsrations Vs Mo also plays an active “ols in gevarnment lobbyirg. Ms. Mo waz 2 gove-hrenc official
for rore than 20 yea-s, and p-evously helc senior positions in various governmens departrencs
induding: Ceraal Cemmission of Discpline and Inspect o1 of Chinese Communist Parsy; the Ministry
of Domest'c T-ade; General Corporation of Chine Matsriall Davslopment Investment and General
Corporzation of China Storage and Transpo-tation. Ms. Mo 3 a dip oma holcar of physics, as well as
the ~ecpient o amaste~ of bukiness adminisaratior degree from Beijirg Universicy.

Mr. Bill Han
Cleref Trovaar 51 Offe o

Mr. B Il Har, aged 41, joired the Croup as ciief frareial officer ir [aruary 2005 For the
previous > years, he wor«<ed in investments, outdoor adve~Sis rg, and <ke Internec. From 1992
to 1999, Mr. Har worked for varicus entties of Time Waraer 'n bota the US and Ca'na,
including as vice prasidens and chief financ 2l officer of Beijing Tirne Warner Cable arc¢ sevror
advisor to T1e Road Runner Croup. Mr Haa holds a bachelor and a mascer degree irom
Wuhan Urversity and 2 master of business adm'n's<ration degree from Yale Un versity.
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MediaNation Inc.
(Cayman Islands)

Top Result Promotion Ltd.
(Hong Kong)

Outdoor Advertising Business

80%

China Kiosk Development Limited
(Hong Kong)

PRC Street Furniture

Top Result Kiosk (Shanghai)
Development Co., Ltd
(PRC)

Digital Photo Limited
(Hong Kong)

Digital Printing

Top Photo Imaging Company
Limited
(PRC)

Digital Printing




annual report 2004 ﬁ

Beijing Top Result Public
Transportation Advertising Co., Ltd
(PRC)

PRC Outdoor Advertising

Beijing Top Result
Metro Advertising Co., Ltd
(PRC)

Metro Advertising Business in Beijing

Shanghai Top Result
Metro Advertising Co., Ltd
(PRC)

Metro Advertising Business in Shanghai
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BOARD OF DIRECTORS
Executive Directors

Mr. Chu Chung Hong, Francis

Non-Executive Directors

Mr. Sun Qiang, Chang

Mr. Cheung Leung Hong, Cliff
Ms. Ho Ming Yee

Mr. Cheng Cheung Lun, Julian

Independent Non-Executive Directors

Mr. Johannes Schéter
Mr. Barry John Buttifant
Mr. Duck Young Song

COMPANY SECRETARY
Mr. Cheng Ka Chung (AHKICPA)

24 QUALIFIED ACCOUNTANT
Mr. Cheng Ka Chung (AHKICPA)

COMPLIANCE OFFICER

Mr. Chu Chung Hong, Francis

AUDIT COMMITTEE

Mr. Johannes Schoter
Mr. Barry John Buttifant
Ms. Ho Ming Yee

AUTHORISED REPRESENTATIVES

Mr. Chu Chung Hong, Francis
Mr. Cheng Ka Chung

AUDITORS

PricewaterhouseCoopers
33/F, Cheung Kong Center
2 Queen’s Road, Central,
Hong Kong

HEAD OFFICE AND PRINCIPAL PLACE OF
BUSINESS

Room 3507, 35th Floor
The Center

99 Queen’s Road Central
Hong Kong

PRINCIPAL BANKERS

The Hongkong and Shanghai Banking Corporation
Limited

Citic KaWah Bank Limited

Standard Chartered Bank

Bank of China (Hong Kong) Limited

REGISTERED OFFICE

PO.Box 309
Ugland House
George Town
Grand Cayman
Cayman Islands

PRINCIPAL SHARE REGISTRAR AND
TRANSFER OFFICE

Butterfield Bank (Cayman) Limited
Butterfield House

Fort Street

PO. Box 705

George Town

Grand Cayman

Cayman Islands

HONG KONG BRANCH SHARE REGISTRAR
AND TRANSFER OFFICE

Computershare Hong Kong Investor Services Limited
Rooms 1712-16, | 7th Floor,

Hopewell Centre,

183 Queen’s Road East,

Hong Kong

WEBSITE ADDRESS

www.medianationinc.com

STOCK CODE
8160
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FINANCIAL HIGHLIGHTS

For the three months ended For the year ended YoY Fav/
(HK’m) 31-Mar-04  30-Jun-04 30-Sep-04 31-Dec-04 31-Dec-04 3I1-Dec-03 (unfav)
Turnover 86.3 113.6 124.3 1154 439.6 375.6 17.0%
Cost of sales (76.0) (95.5) (98.1) (88.5) (358.1) (395.4) 9.4%
SG&A (21.7) (24.2) (26.7) (28.6) (101.2) (110.9) 8.7%
Adjusted EBITDA 13.7 22.6 27.2 21.1 84.6 (51.9)
Net profit/(loss) (7.1) 0.1 4.6 49 2.5 (143.8)

The Group achieved significant operational and financial improvements in 2004, recording its first profitable year
since its IPO in early 2002. Net profit was HK$2.5 million, which was a marked improvement over the net loss of
HK$143.8 million in 2003.Turnover continued to grow, from HK$375.6 million in 2003 to HK$439.6 million in
2004, an increase of 17.0 % year-on-year. Cost of sales decreased from HK$395.4 million in 2003 to HK$358.1
million in 2004, mainly due to reduction in concession fees.There was an 8.7% reduction in SG&A to HK$101.2
million, mainly because of tightened cost controls, particularly in staff cost and office rental. Adjusted EBITDA
continued to improve and turned positive in 2004, reaching HK$84.6 million in 2004.

BUSINESS REVIEW AND OUTLOOK
Business Review

The Group operates two core business lines: bus advertising and metro system advertising. Advertising is carried
on approximately 16,855 buses in |5 cities in the PRC and 469 buses in Hong Kong (the contract in Hong Kong
expired on 3Ist October 2004 and was not renewed), plus the entire underground metro system in Beijing city
center and two metro lines in Shanghai, offering nationwide network services to renowned international and
domestic brands.There has also been an expansion into the street furniture advertising business in recent years.

For the year ended 3 |st December

2004 2003
Hong Kong  The PRC Total Hong Kong  The PRC Total
HK$°000 HK$°000 HK$°000 HK$°000 HK$°000 HK$°000
Turnover

Metro system advertising — 91,680 91,680 — 55,446 55,446
Bus advertising 74,295 263,292 337,587 87,566 228,197 315,763

Other operations including
street furniture — 10,334 10,334 318 4,041 4,359

Total turnover 74,295 365,306 439,601 87,884 287,684 375,568

25
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China

Bus Advertising

PRC bus represented 60.0% of the Group’s total turnover in 2004. It recorded HK$77.8 million in turnover in
the fourth quarter of 2004,a 37.9% increase over the HK$56.4 million achieved in the fourth quarter of 2003.
The operation recorded a net profit of HK$0.4 million in the fourth quarter of 2004, which was a significant
improvement over the net loss of HK$22.6 million for the corresponding period in 2003. For full year 2004, PRC
bus narrowed its loss to HK$7.7 million, which represented an improvement of 87.5% compared with 2003.This
improvement was mainly attributable to the better sales performance and the cost cutting measures implemented
by the management in 2003.1n 2003, the Group renegotiated bus contracts in some key PRC cities and terminated
some unprofitable contracts relating to buses running on non-prime routes in the city or city outskirts, both
resulting in substantial reductions in media rental costs.The reduced fixed cost base enabled this operation to
achieve better financial results this year.The average occupancy rate of the PRC bus advertising space was 45.1%
in 2004.

Metro System Advertising

Shanghai Metro recorded strong growth and made up 20.9% of the Group’s total turnover in 2004.With sales of
HK$23.2 million in the fourth quarter of 2004, it achieved a growth of 47.8% compared with HK$15.7 million in
the same period in 2003. Shanghai Metro made a net profit of HK$4.3 million and HK$15.1 million in the fourth
quarter and full year of 2004, respectively, which marked a strong turnaround from the net loss of HK$0.9 million
and HK$I 1.5 million in the corresponding periods in 2003.The average occupancy rate of the operation was
51.6% in 2004 and the Group will continue to work on improving the occupancy rate.

26

The Group’s associated company, Beijing Metro, continued to deliver strong financial performance in 2004.The
turnover was HK$30.1 million and HK$128.7 million for the fourth quarter and full year of 2004, respectively,
which represented a growth of 7.5% and 26.5% over the corresponding periods in 2003.The Group’s “share of
net profit (after taxation)” of Beijing Metro was HK$5.7 million and HK$20.8 million for the fourth quarter and

full year of 2004, respectively, an improvement of 5.6% and 32.5% over the corresponding periods in 2003.

Street Furniture

The Shanghai Newspaper Kiosk project received the advertising license approvals from government authorities
in December 2003 for about 700 newspaper kiosks installed on the streets of Shanghai. Out of these 700 kiosks,
approximately 620 were installed with advertising panels and the remaining ones are in the process of being
relocated to better locations or being installed with additional advertising panels. The newspaper kiosks in
Shanghai recently gained nationwide attention as these kiosks started to sell government publications, such as
The People’s Daily, that were previously only available through subscription. The Group aims to install another
300 kiosks to complete the installation of the initial phase of 1,000 kiosks in the near term.

For the First Aid Advertising Display project, approximately 4,800 light boxes have so far been installed across
major cities, including Beijing, Shanghai and Guangzhou.The focus is on universities and schools that are not
populated by other advertising media. The Group is aiming to enhance the school media network by installing
additional light boxes in 2005. In the past few months, the sales and marketing team has been pushing advertising
sales and the response from clients has been encouraging.

The above two projects incurred start-up losses of HK$0.8 million and HK$6.6 million for the fourth quarter
and full year of 2004, respectively. In the fourth quarter, they generated a combined turnover of HK$4.6 million.
The Group appreciates the growth opportunity and will continue to focus on these projects in the coming year.
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Hong Kong

Hong Kong bus represented 16.9% of the Group’s total turnover in 2004.The operation generated turnover of
HK$10.6 million and HK$74.3 million in the fourth quarter and full year of 2004.

The licence agreement with The Kowloon Motor Bus Company (1933) Limited expired on 3 |st October 2004.
After serious consideration, the Group decided not to renew the licence agreement for sound commercial
reasons. Since the operation was loss making, discontinuing this business would not have any negative financial
effect on the Group.As disclosed in the 2003 Annual Report, a provision for onerous contract was made in 2003
regarding this agreement. However; as the operating results of this unit were still below expectation, the Hong
Kong bus operation recorded a loss of approximately HK$8.1 million in 2004.

BUSINESS OUTLOOK

Further to achieving the turnaround of EBITDA since the third quarter of 2003, the Group has recorded the first
profitable year since its IPO in early 2002.There has been a strong momentum in advertising growth in the PRC,
as can be seen in advance bookings by customers for the early part of 2005, particularly in the two metro
operations in Shanghai and Beijing.

From a cash flow perspective, the fourth quarter was now the sixth consecutive quarter that the EBITDA
continued positive. The business should continue to generate positive operating cash flow in the near future and
this will further strengthen the financial position of the Group.VWhen appropriate opportunities are identified,
the Group would cautiously consider further expansion of its existing out-of-home media network within and
outside of the traditional transit media.The Group recently signed a five-year sole sales agency contract with
CGEN, a Shanghai-based company specializing in in-store TV at mega stores outlets, which will likely significantly
boost our revenue base.

Given the improving global economy, business outlook for year 2005 is promising. The management is seeing
stronger demand for advertising media in the PRC. Sales contracts secured so far in the early part of 2005 have
been very encouraging. The Group anticipates a year of high growth in the outdoor advertising market in the
PRC in 2005.

FINANCIAL REVIEW
Revenue and Profitability

The Group recorded turnover of HK$439.6 million for the year ended 3 |st December 2004, which represented
a strong growth of 17.0% compared with HK$375.6 million for the previous year.Total turnover generated from
Hong Kong decreased from HK$87.9 million in 2003 to HK$74.3 million in 2004,a drop of 15.4% mainly due to
the expiry of the contract with KMB in October 2004.Total turnover generated from PRC increased by 27.0%
from HK$287.7 million in 2003 to HK$365.3 million in 2004.The increase was mainly due to the improvement
of performance for the metro and bus advertising businesses during the year. Despite the downsized bus media
portfolios in the PRC and Hong Kong, the Group was still able to achieve significant increase in turnover.

Total turnover for the year ended 3 |st December 2004 was generated from: (i) bus advertising of HK$337.6
million (76.8% of total turnover); (ii) metro system advertising of HK$91.7 million (20.9% of total turnover); and
(iii) other operations including street furniture of HK$10.3 million (2.3% of total turnover).
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Cost of sales for the year ended 3 |st December 2004 decreased by 9.4% to HK$358.| million from HK$395.4
million in 2003.The decrease was mainly due to the reduction of concession fees resulting from (i) a downsized
bus media portfolio in the PRC; (i) the realization of the onerous contract provision made in 2003; and (iii) the
expiry of the New World First Bus Services Limited (“NVWVFB”) bus body advertising agreement in Hong Kong in
July 2003 and the expiry of The Kowloon Motor Bus Company (1933) Limited (“KMB”) bus body advertising
agreement in Hong Kong in October 2004.

As a result of the above mentioned increase in turnover and reduction in cost of sales at the same time, the
Group recorded a gross profit of HK$81.5 million in 2004, which was a significant improvement over the HK$19.9
million gross loss for the previous year.

Selling, general and administrative expenses for the year ended 3 |st December 2004 decreased by 8.7% from
HK$110.9 million in 2003 to HK$101.2 million in 2004.The decrease was mainly due to tightened cost controls,
particularly in staff cost and office rental.

Finance Costs

Finance costs for the year was negligible (2003: HK$ 1.6 million).

Share of Profit of An Associated Company

Share of profit of an associated company before taxation coming from Beijing Metro increased from HK$23.3
million in 2003 to HK$3 1.0 million in 2004. Beijing Metro demonstrated continuing improvement and achieved
higher profit in 2004.

Taxation

No provision for Hong Kong profits tax has been provided as the Group had no estimated assessable profit in
Hong Kong for the year (2003: Nil). The joint ventures established in the PRC in which the Group has invested
are generally subject to enterprise income tax (“EIT”) on their taxable income at a combined national and local
tax rate of 33% (2003:33%).The Group’s taxation consists primarily of HK$10.2 million EIT levied on profit from
an associated company where the EIT rate is 33%.

Minority Interests

Minority interests in the Group’s results were HK$1.9 million in 2004 (2003: HK$0.1 million).

Pursuant to general accounting practice, where a subsidiary reports losses, the minority interest presented in the
consolidated profit and loss account should reflect an appropriate share of those losses. However; if the recognition
of the minority share of such losses results in a debit balance for the minority interest in the consolidated
balance sheet, such debit balance should be recognised only if there is a binding obligation on the minority
shareholders to make good losses incurred which they are able to meet. During the year, the excess of the losses
attributable to the minority of the subsidiaries in Beijing and the printing group, namely Beijing Top Result and
Digital Photo group over the minority interest in the equity of the Beijing Top Result and Digital Photo group was
charged against the Group, amounting to HK$1.3 million and HK$ 1.8 million, respectively.
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Net Profit Attributable to Shareholders

As a result of the above, the Group recorded a net profit for the year ended 3 Ist December 2004 of HK$2.5
million (2003: a net loss of HK$143.8 million).

Adjusted Earning Before Interest, Tax, Depreciation and Amortisation (Adjusted EBITDA)

Adjusted EBITDA represents gain/(loss) from operations excluding (i) depreciation of fixed assets; (i) amortisation
of intangible assets; (iii) interest income and expense; (iv) tax but including the Group’s proportional share of
EBITDA (with the same definition) from its associated company.The Group uses adjusted EBITDA to measure its
performance:-

For the year ended For the year ended

3| st December 2004 3|st December 2003

HK$ million HK$ million

Adjusted EBITDA 84.6 (51.9)

Financial Resources, Security and Liquidity

The Group had net assets of HK$440.9 million as at 31st December 2004 (2003: HK$438.3 million), including
cash and bank balances of HK$92.3 million (2003: HK$55.3 million).

The Group had no material outstanding borrowing as at 3 |st December 2004.

The gearing ratio, defined as the ratio of total liabilities to total assets, was 30.7% as at 31st December 2004,
comparable to 30.0% as at 3 |st December 2003.

Pledge of Assets

As at 31st December 2004, the Group did not have any pledged assets.

Assets

The total assets of the Group increased by |.1% from HK$631.5 million in 2003 to HK$638.5 million in 2004.
The majority of the non-current assets are intangible assets of advertising license rights.

Material Investments/Acquisitions/Disposals

The Group made no material acquisition or disposal during the year.As at 3 |st December 2004, the Group had
no future plans for material investments or capital assets.

Employees

As at 31st December 2004, the Group had 551 (2003: 507) employees.Total employee remuneration, including
that of the directors, for the year ended 3 Ist December 2004 amounted to HK$54.9 million (2003: HK$57.2
million). The Group remunerates its employees based on their performance, experience and prevailing industry
practice. The remuneration of directors is from time to time determined by the board of directors of the
Comepany by reference to their duties and responsibilities. In addition, the Group also has a medical scheme and
a share option scheme for directors and employees.

29




Management Discussion and Analysis annual report 2004

Foreign Currency Translation and Treasury Policies

All transactions of the Group are denominated in Hong Kong dollars, Renminbi or United States dollars.As the
exchange rates of these currencies were stable during the year, no hedging or other alternatives had been
implemented. The Group considers that the only potential currency exposure is in Renminbi as the majority of
the Group’s revenue is derived inside the PRC and is denominated in Renminbi. Currently, the market does not
anticipate any material devaluation pressure on Renminbi in the near future and therefore the management
believes the Group has no significant currency exposure.

It is the Group’s treasury policy to manage its foreign currency exposure whenever its financial impact is material
to the Group.The Group does not engage in foreign currency speculative activities.

Contingent Liabilities

As at 3|st December 2004, the Group had no material contingent liabilities.
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Set out below is a comparison between the Group’s actual business progress to date and its business objectives

as set out in the prospectus dated |4th January 2002.

Business objectives as stated in the listing
prospectus:

Maintain and strengthen market leadership
position

Expand the bus-advertising network in China by
acquiring additional concessions in new cities or our
existing cities.

Install additional advertising displays in metro advertising
systems in the Shanghai metro.

Invest in new digital printing machine.

Develop and implement proprietary Enterprise
Resource Planning software (“ERP”), named Media
Inventory Management System (“MIMS”) to enhance
ability to accumulate and analyze data relating to the
business.

Introduce new media formats

Roll out the street furniture project - newspaper kiosks
in the PRC.

Actual business progress to date:

In June 2002, the Group entered into a new bus
advertising concession contract in respect of about
2,800 buses under exclusive agency arrangement in
Qingdao.

The Group has largely completed the media assets
development of Shanghai Metro Line 2 and the media
assets development in the platforms and ticketing halls
of Shanghai Metro Line 3.

In view of the changing circumstances, the project was
shelved. The Group may reassess the feasibility of such
investment in the future using cash flow generated from
operation.

Instead of engaging external vendors, the Group used
in-house resources to develop the software and has
largely completed the programming.Trial runs have been
implemented on different media assets.

The Group has installed approximately 700 newspaper
kiosks, of which approximately 620 are equipped with
advertising display panels. The Group aim to install
another 300 kiosks to complete the installation of the
initial phase of 1,000 kiosks in the near term. As for
the implementation of an additional 1,000 kiosks in the
second stage of the project, the Group will reassess
the expansion plan based on whether the first phase of
the project is successful and proposes to finance such
expansion plan, if any, using cash flow generated from
the first phase of the project and internally generated
cash flow of the Group.
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Business objectives as stated in the listing
prospectus:

Install and market first aid light boxes in shopping malls
in the PRC.

Upgrade and begin marketing New World First Bus
Services Limited’s (NWFB) bus shelters.

Begin development of new mobile broadcasting display
units such as LEDs and LCD:s in existing bus and metro
media portfolio in the PRC.

Provide integrated outdoor advertising
Further develop and improve the outdoor services

media database for i-Result.

Selectively pursue acquisitions

Selectively pursue acquisitions of high quality assets and
outdoor advertising related businesses.

Actual business progress to date:

The Group has installed approximately 4,800 advertising
light boxes across China.The design of the first aid light
boxes has been modified so that the appearance is more
appealing and less bulky. The Group decided to focus
on outlets such as schools that are not populated by
other advertising media, and is major cities of Beijing,
Shanghai, Guangzhou and Shenzhen.

The bus shelter business with NWFB was terminated
in July 2004 due to commercial reasons.

In view of the changing circumstances, the project was
shelved. The Group may reassess the feasibility of such
investment in the future using cash flow generated from
operation.

As announced in the announcement dated [0th
February 2003, the Group decided to discontinue this
operation.

The Group has no current plan to use the IPO proceeds
in pursuing this objective but will consider using cash
flow generated by operation or using other funding
alternatives to finance acquisition if the Group can
identify suitable acquisition targets.
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GEM LISTING

The net listing proceeds raised from the listing of the Group on the GEM on 24th January 2002 was approximately
HK$394.0 million.The net proceeds have been applied to implement various objectives as set out in the prospectus
dated |4th January 2002, the supplemental prospectus dated 22nd January 2002 (collectively the “Prospectus”)

as follows:

Development of printing and Media
Inventory Management System

Expansion of street furniture business:
newspaper kiosks

I”

other new media formats, including “in-mall” advertising
displays, such as first aid light boxes as well as other
multimedia displays for bus and metro advertising

Expansion of the i-Result database
Repayment of certain existing debts to Gavast Estates

Repayment of certain existing debts from Everpower
and E2-Capital

Working Capital and operating losses

As previously disclosed, a substantial portion of the listing proceeds has been used to finance the Group’s
operating losses and in this connection, this deviates from the original plan stated in the listing prospectus.As set
out above, the Group intends to use the remaining listing proceeds of HK$3.2 million for the expansion of its
street furniture business.

As stated in the

Actual amount
used up to 3 st

Further amount

Prospectus December 2004 to be used
HK$ million HK$ million HK$ million
7.0 — —

120.0 70.5 32

100.0 26.0 —

5.0 |.4 —

120.0 117.0 —

39.0 39.8 —

3.0 136.1 —

394.0 390.8 32
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OPEN OFFER

The net proceeds raised from the Open Offer in August 2003 were HK$116.0 million.The net proceeds have
been applied to implement various objectives as set out in the prospectus dated 10th July 2003 as follows:

As stated in the
prospectus for
the Open Offer
dated |0th July

Actual amount
used up to 3lst

Further amount

2003 December 2004 to be used
HK$ million HK$ million HK$ million
Repayment of certain existing debts
from independent third parties
including overdue media rental fees 50.3 36.2 14.1
Repayment of outstanding investment
commitments for investment
buses in China acquired during 2001 5.7 5.7 —
Repayment of shareholders’ loan
advanced by SMI and Warburg 60.0 60.0 —
- 116.0 101.9 14.1

The remaining net proceeds from the Open Offer as at 3|st December 2004 was approximately HK$14.1

million.
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The directors present their report together with the audited accounts of MediaNation Inc. (hereinafter as the
“Company”) and its subsidiaries (together with the Company hereinafter as the “Group”) for the year ended
31st December 2004.

PRINCIPAL ACTIVITIES

The Company is an investment holding company.The principal activities of its subsidiaries are shown as Note |5
to the accounts.

SEGMENTAL INFORMATION

An analysis of the Group’s performance for the year by geographical and business segment is set out in Note 2
to the accounts.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 3 |st December 2004 are set out in the consolidated profit and loss
account.

The directors do not recommend the payment of a dividend in respect of the year ended 3 |st December 2004.

INTANGIBLE ASSETS

Details of movements in intangible assets of the Group during the year ended 3 |st December 2004 are set out
in Note || to the accounts.

FIXED ASSETS

Details of the movements in fixed assets of the Group during the year ended 3 |st December 2004 are set out in
Note |2 to the accounts.

SHARE CAPITAL

Details of the movements in share capital of the Company during the year ended 3 |st December 2004 are set
out in Note 22 to the accounts.

RESERVES

Details of the movements in the reserves of the Group and the Company during the year ended 3 |st December
2004 are set out in Note 24 to the accounts.

DISTRIBUTABLE RESERVES

Under the Companies Law (2001 Second Revision) of the Cayman Islands, the funds in the share premium
account and the capital reserve of the Company are distributable to the shareholders of the Company provided
that immediately following the date on which the dividend is proposed to be distributed, the Company will be in
a position to pay off its debts as they fall due in the ordinary course of business.

As at 3| st December 2004, in the opinion of the directors, the Company had no reserves available for distribution
to its shareholders.
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RETIREMENT BENEFIT OBLIGATION

Particulars of retirement benefit obligation of the Group are set out in Note 29 to the accounts.

MAJOR CUSTOMERS AND SUPPLIERS

Details of the Group’s transactions with its major customers and suppliers during the year ended 3 |st December
2004 are set out below:

Customers

For the year ended 3Ist December 2004, the aggregate amount of turnover attributable to the Group’s five
largest customers represented less than 30% of the Group’s total turnover.The largest customer represented
2.0% (2003:2.3%) of the Group’s total turnover.

The Group has over 1,300 customers spreading over a diverse range of industries such as food and beverage,
pharmaceutical, telecoms and consumer products. At no time during the year ended 3 |st December 2004 have
the directors, their associates or any shareholder of the Company which to the knowledge of the directors
owned more than 5% of the Company’s issued share capital had a beneficial interest in these major customers.

Suppliers

Due to the nature of our business, the Group does not rely on a large number of suppliers.The directors of the
Company consider bus and metro operators to be its long term business partners and have therefore not

36 included them as suppliers.The suppliers the Group uses primarily perform printing, posting, deposting, painting
and cleaning services.

The largest supplier for the year ended 3 |st December 2004 represented 8.9% (2003:7.9%) of the Group’s total
production expenses (not including purchases of a capital nature), and the combined total of the five largest
suppliers accounted for 36.6% (2003:28.0%) of the Group’s total expenses for the year. At no time during the
year ended 3 |st December 2004 have the directors, their associates or any shareholder of the Company which
to the knowledge of the directors owned more than 5% of the Company’s issued share capital had a beneficial
interest in these major suppliers.

DIRECTORS

The directors of the Company who held office during the year ended 3 |st December 2004 and up to the date of
this report were:

Executive Director:

Mr. Chu Chung Hong, Francis

Non-Executive Directors:

Mr. Sun Qiang, Chang (Chairman)

Mr. Cheung Leung Hong, Cliff

Ms. Ho Ming Yee

Mr. Cheng Cheung Lun, Julian

Ms. Chan Man Ki, Summerine (Resigned on | 6th August 2004)
Mr. Kam Wai Sum (former name as Mr. Kam Ling) (Resigned on 25th January 2004)

Independent Non-Executive Directors:

Mr. Barry John Buttifant
Mr. Johannes Schéter

Mr. Duck Young Song (Appointed on 8th September 2004)
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DIRECTORS - continued

In accordance with Article |12 of the Company’s Articles of Association, one-third of the directors of the
Company, including the non-executive directors, will retire, and being eligible, offer themselves for re-election at
the forthcoming annual general meeting of the Company. The independent non-executive directors were not
appointed for specific terms but are subject to retirement by rotation in accordance with the Company’s Articles
of Association.

DIRECTORS’ SERVICE CONTRACTS
Executive director

Mr. Chu Chung Hong, Francis entered into a service agreement with the Company for an initial term of two years
commencing from 2nd December 2002, and will continue thereafter until terminated by either party not less
than six months’ written notice or payment of salary in lieu thereof to the other party, such notice to expire no
earlier than 30th November 2004.

Non-executive directors

Mr. Kam Wai Sum entered into a consultancy agreement with the Company commencing from 2nd December
2002 and expiring on 30th June 2004. On 25th January 2004, the consultancy agreement with Mr Kam Wai Sum
was terminated following his resignation on that date.

Ms. Chan Man Ki, Summerine entered into a consultancy agreement with the Company commencing from 2nd
December 2002.The agreement was renewed on 6th August 2004 and will expire on 30th June 2007. On |6th
August 2004, Ms. Chan Man Ki, Summerine resigned from the directorship but remained as a consultant to the
Company.

Each of the independent non-executive directors has confirmed his independence to the Company pursuant to
Rule 5.09 of the Rules Governing the Listing of Securities on the Growth Enterprise Market (“the GEM Listing
Rules”) of The Stock Exchange of Hong Kong Limited (the “Stock Exchange”) and the Company considers the
independent non-executive directors to be independent.

Save as disclosed above, none of the directors who are proposed for re-election at the forthcoming annual
general meeting has entered or has proposed to enter into any service agreements with any member of the
Group (excluding contracts expiring or determinable by the Group within one year without payment of
compensation other than statutory compensation).

DIRECTORS AND SENIOR MANAGEMENT

Biographical details of the directors of the Company and the senior management of the Group are set out in the
section — Directors and Senior Management of the annual report.
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DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS OR SHORT POSITIONS IN THE SHARES,
UNDERLYING SHARES OR DEBENTURES OF THE COMPANY OR ANY ASSOCIATED
CORPORATIONS

As at 31st December 2004, the interests and short positions of the Directors and the chief executive of the
Company in the shares, underlying shares or debentures of the Company and its associated corporations (as
defined in Part XV of the Securities and Futures Ordinance, Chapter 57 under the Laws of Hong Kong (“SFO”))
as recorded in the register required to be kept under Section 352 of the SFO or as otherwise notified to the
Company and the Stock Exchange pursuant to the required standards of dealing by directors pursuant to Rule
5.46 of the GEM Listing Rules (other than options which have been granted under any Pre-IPO share options
plans and Post-IPO share option scheme of the Company to certain Directors, details of such options are set out
in the paragraphs headed “Pre-IPO Share Options Plans” and “Post-IPO Share Options Scheme” below), were as
follows:

Approximate

Number of issued ordinary shares of HK$0.10 each in the Company held and nature of interests percentage

Name of Director/ Personal Family Corporate Other of the total number

chief executive Interests NN interests interests Capacity Total  of shares in issue

Mr. Chu Chung Hong, 8,138,000 — — —  Beneficial Owner 8,138,000 0.45%
Francis

Mr. Barry John Buttifant 5,000,000 — — —  Beneficial Owner 5,000,000 0.28%

Mr. Johannes Schoter 10,152,000 — — —  Beneficial Owner 10,152,000 0.56%

23,290,000 = = — 23,290,000

Other than as disclosed above and in the paragraphs headed “Pre-IPO Share Options Plans” and “Post-IPO Share
Option Scheme” below, as at 3 |st December 2004, none of the Directors, chief executive or their associates had
any personal, family, corporate or other interests and short positions in the shares, underlying shares or debentures
of the Company or any of its associated corporations and none of the Directors, chief executive or any of their
respective spouses or children under the age of 18 were granted any right, and the Company had not made any
arrangement enabling any of them to subscribe for any shares or debentures of the Company.
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DIRECTORS’ RIGHTS TO ACQUIRE SHARES IN THE COMPANY
Pre-IPO Share Options Plans

Prior to the listing of the Company’s shares on GEM, the board was authorized, at its absolute discretion, to grant
options (the “Pre-IPO Share Options”) to certain directors and employees of the Group to subscribe for ordinary

shares in the Company under the terms of several share option plans (the “Pre-IPO Share Options Plans”).

Under the terms of the Pre-IPO Share Options Plans, details of the Pre-IPO Share Options granted to and held
by the Directors as at 31st December 2004 were as follows:

Name of Director Date of offer
Ms. Chan Man Ki, Ist July 1997
Summerine (resigned
on |6th August 2004) st April 2000
Ist April 2000
Ist September 2000
5th May 2001
9th June 2001
Mr. Kam Wai Sum Ist July 1997
(former name as
Mr. Kam Ling) Ist April 2000
(resigned on
25th January 2004) Ist September 2000
5th May 2001

(1) Each of these Pre-IPO Options shall vest in respect of one-third of the total number of shares to which it relates upon
each anniversary of the respective date upon which the offer of the option is accepted until fully vested and expiring
on the tenth anniversary from the date of offer.

(2) These Pre-IPO Options were fully vested upon its grant and may be exercised at any time during the period commencing
on the respective date upon which the offer of the option is accepted and expiring on the tenth anniversary from the

date of offer.

(3) Adjustments on the relevant Pre-IPO Share Options Plans are to be made in accordance with the terms of the Pre-

Outstanding
Outstanding Exercised Cancelled/ asat
Exercise price  asat st January ~ Granted during during  Lapsed during 31st December
Exercisable period Uss® 20049 the year the year the year 20049
Ist July 1998 to 0038095 2712,500 — — — 2712500
30th June 2007
It April 2001 to 0038095 2,275,000 - - - 2,275,000
315t March 20100
It April 2001 to 0.171429 2,835,000 - - - 2,835,000
315t March 20100
Ist September 2001 to 0.038095 1,715,000 — — — 1,715,000
35t August 20100
5th May 2002 to 0.171429 2,450,000 — - - 2,450,000
4th May 2011
9th June 2001 to 0.20684I 19,036,535 - - - 19,036,535
8th June 2011®
Ist July 1998 to 0.038095 1,750,000 - - 1,750,000 =
30th June 2007
It April 2001 to 0.038095 1,750,000 - = 1,750,000 =
35t March 2010
Ist September 2001 to 0.038095 1,925,000 — — 1,925,000 —
35t August 20100
5th May 2002 to 0.171429 6,125,000 - - 6,125,000 -
4th May 2011

IPO Share Options Plans as a result of the Open Offer stated in the Company’s prospectus dated |0th July 2003.

During the year ended 3 |st December 2004, a total number of |1,550,000®) options under the Pre-IPO Shares
Options Plans had lapsed. No options were granted nor exercised during the year.

Save as disclosed above, during the year ended 3 Ist December 2004, no Pre-IPO Share Options were granted or
agreed to be granted by the Company and no further options will be offered or granted by the Company under
any of the Pre-IPO Share Options Plans to any Directors of the Company.
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DIRECTORS’ RIGHTS TO ACQUIRE SHARES IN THE COMPANY - continued
Post-IPO Share Option Scheme

On 8th January 2002, the Company conditionally adopted a further share option scheme (the “Share Option
Scheme”) for a period of ten years from the date on which the Share Option Scheme was adopted.The Share
Option Scheme became unconditional upon the listing of the Company’s shares on GEM on 24th January 2002.

The principal purpose of the Share Option Scheme is to recognise the significant contributions of the full-time
employees, executive directors, non-executive directors (including independent non-executive directors), any
consultants or advisors of or to any member of the Group to the growth of the Group by rewarding them with
opportunities to obtain ownership interests in the Company and to further motivate and give incentives to these
persons to continue to contribute to the Group’s long term success.

The maximum number of shares in respect of which options may be granted under the Share Option Scheme
and under any other share option scheme of the Company shall initially not exceed 10% of the issued share
capital of the Company excluding, for this purpose, shares issued on the exercise of options under the Share
Option Scheme and any other share option scheme of the Company. Upon the grant of options for shares up to
10% of the issued share capital of the Company and subject to the approval of the shareholders of the Company
in general meetings, the maximum number of shares to be issued under the Share Option Scheme when aggregate
with shares to be issued under any other share option scheme of the Group, may be increased by the board of
directors provided that the shares to be issued upon the exercise of all outstanding options does not exceed
30% of the issued share capital from time to time.

No option may be granted to any one person such that the total number of shares issued and to be issued upon
the exercise of options granted and to be granted to such person in any |12-month period up to the date of the
latest grant exceeds 1% of the issued share capital of the Company from time to time.

The subscription price under the Share Option Scheme will be determined by the Company’s board of directors
and will be the highest of (i) the nominal value of the shares, (ii) the closing price of the shares as stated in the
Exchange’s daily quotation sheet on the date of grant, which must be a business day; and (iii) the average closing
price of the shares as stated in the Exchange’s daily quotations sheets for the five business days immediately
preceding the date of offer of the options.An option shall be deemed to have been granted and accepted by an
eligible participant (as defined in the Share Option Scheme) and to have taken effect when the duplicate of offer
letter as described in the Share Option Scheme, comprising acceptance of the option is signed and returned by
the grantee with a remittance in favour of the Company of HK$1.00 by way of consideration for the grant.

The Share Option Scheme shall vest in respect of one third of the total number of shares to which it relates upon
each anniversary of the respective date upon which the offer of the option is made until fully vested and expiring
on not less than three years nor more than ten years from the date of offer.

The Company granted options on |0th July 2002 to 5 senior management staffs and 24 employees to purchase
5,000,000 ordinary shares of the Company under Share Option Scheme at the exercise price of HK$0.89(") per
share.These options are exercisable in the period from |0th July 2003 to 9th July 2012.

The Company granted options on |3th August 2003 to 3 senior management staffs and 14 employees to
purchase 17,500,000 ordinary shares of the Company under Share Option Scheme at the exercise price of
HK$0.1 19 per share.These options are exercisable in the period from |3th August 2004 to |2th August 201 3.
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DIRECTORS’ RIGHTS TO ACQUIRE SHARES IN THE COMPANY - continued
Post-IPO Share Option Scheme - continued

The Company granted options on 25th May 2004 to 3 directors and 2 senior management staffs to purchase
10,000,000 ordinary shares of the Company under Share Option Scheme at the exercise price of HK$0.1 15 per
share.These options are exercisable in the period from 25th May 2005 to 24th May 2014.The closing price of the
shares immediately before the date on which the options were granted is HK$0.1 15.

During the year, a director who held 5,425,000) unvested share options under Pre-IPO Share Options Plan at
exercise price of US$0.038095(") and the 6,125,000() unvested share options under Pre-IPO Share Options Plan
at exercise price of US$0.171429") had resigned and hence, these options had lapsed. One employee holding
210,000 unvested share options under Pre-IPO Share Options Plan at exercise price of US$0.171429(") had
resigned and hence, these options had lapsed. Seven employees holding 3,344,000 unvested share options
under Post-IPO Share Option Scheme had resigned and hence, these options had lapsed. No options were
exercised during the year.

(I) Adjustments on the relevant Pre-IPO Share Options Plans and Share Option Scheme are to be made in accordance
with the terms of the Pre-IPO Share Options Plans and Share Option Scheme as a result of the Open Offer stated in
the Company’s prospectus dated 10th July 2003.

Details of the movements in share options under the Pre-IPO Share Options Plans and Share Option Scheme of
the Company are set out in Note 23 to the accounts.

Under the terms of the Share Option Scheme, details of the options granted to and held by the Directors as at
3Ist December 2004 were as follows:

Outstanding
as Granted Exercised Cancelled/ Outstanding as at
Exercise price at [st January during the duringthe  Lapsed during 3st December

Name of Director Date of offer” Exercisable period HKS 2004 year year the year 2004

Mr. Chu Chung Hong, [3th August 2003 13th August 2004 to 0.119 3,000,000 — — — 3,000,000
Francis |2th August 2013

25th May 2004 25th May 2005 to 24th May 2014 0.115 — 4,000,000 — — 4,000,000

Mr. Barry John Buttifant ~ 25th May 2004 25th May 2005 to 24th May 2014 0.115 — 1,000,000 — — 1,000,000

Mr. Johannes Schoter 25th May 2004 25th May 2005 to 24th May 2014 0.115 — 1,000,000 — — 1,000,000

& The options shall vest in respect of one third of the total number of share upon each anniversary of the date of offer
until fully vested.

Save as disclosed above, at no time during the year ended 3 |st December 2004 was the Company or its subsidiaries
a party to any arrangements to enable the Directors to acquire benefits by means of the acquisition of shares, or
debt security of the Company or any other body corporate and none of the Directors, their spouses or their
children under the age of 18, had any right to subscribe for any shares or debentures of the Company, or had
exercised any such right during the year ended 3 |st December 2004.

The Directors consider it is inappropriate to value the options granted as a number of factors, such as the timing
of exercise of options, which is crucial for the valuation, cannot be determined.Also given the trading volume of
the shares of the Company since its listing on GEM, it is not appropriate to come up with a meaningful expected
volatility for the calculation of the option value. Accordingly, any valuation of the options based on various
speculative assumptions would not be meaningful and would also be misleading to the shareholders.
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REQUIRED STANDARD OF SECURITIES DEALINGS BY DIRECTORS

The Company had adopted a code of conduct for directors’ securities transactions on terms no less exacting
than the required standard of dealings set out in Rules 5.48 to 5.67 of the GEM Listing Rules. Having made
specific enquiry with all the directors, the directors of the Company had complied with the required standard of
dealings and the code of conduct for directors’ securities transactions during the year ended 3 |st December
2004.

SUBSTANTIAL SHAREHOLDERS HAVING INTERESTS OR SHORT POSITIONS IN THE SHARES
AND UNDERLYING SHARES OF THE COMPANY

So far as is known to any Director or chief executive of the Company, as at 3|st December 2004, the following
substantial shareholders of the Company (within the meaning of the GEM Listing Rules) had interests or short
positions in the shares or underlying shares of the Company as recorded in the register to be kept under section
336 of the SFO (other than those interests of Directors disclosed above):

Approximate

Number of shares percentage

of HK$0.10 each in of the total number

Name of shareholder the Company held Capacity of shares in issue

SMI Investors (PAPE Il) Limited (“PAMA”) 718,428,083 Beneficial Owner 39.8 %
Warburg Pincus Ventures, L.P,

(“Warburg Pincus”) 718,428,083 Beneficial Owner 39.8%

Save as disclosed above, and as far as the Directors are aware, as at 3 st December 2004, no other substantial
shareholders had any interest or short position in the shares or underlying shares of the Company which are
recorded in the register of the Company to be kept under section 336 of the SFO.

OTHER PERSONS HAVING INTERESTS OR SHORT POSITIONS IN THE SHARES AND
UNDERLYING SHARES OF THE COMPANY

So far as is known to any Director or chief executive of the Company, as at 3 |st December 2004, no other
persons (other than those interests of Directors and substantial shareholders disclosed above and interests of
persons as recorded in the register to be kept under section 336 of the SFO pursuant to Division 5 of Part XV
of the SFO) had any interest or short position in the shares or underlying shares of the Company which are
recorded in the register of the Company to be kept under section 336 of the SFO.

SPONSOR’S INTEREST

As updated and notified by the Company’s sponsor, Deutsche Bank AG, Hong Kong Branch (the “Sponsor”), one
employee of the Sponsor held 8,000 shares in the capital of the Company as at 3|st December 2004. Apart
from this interest, neither the Sponsor nor its directors or employees or associates (as referred to in Note 3 to
Rule 6.35 of the GEM Listing Rules) had any interest in the share capital of the Company as at 3|st December
2004.

Pursuant to an agreement dated 23rd January 2002 entered into between the Company and the Sponsor; the
Sponsor will receive a fee for acting as the Company’s retained sponsor for the period from 4th January 2002
until 31st December 2004. Such agreement expired on 3 |st December 2004 and has not been renewed by the
parties.
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DIRECTORS’ INTERESTS IN COMPETING BUSINESS

PAMA Group Inc. (“PAMA Group”) is the general partner in PAMA | and PAMA I, which are two private equity
funds managed by the PAMA Group. PAMA Il owns PAMA.PAMA | has investments in various businesses including
Texon International Limited (“Texon”).Texon is a competitor of the Group in the Hong Kong bus shelter market.
PAMA | has two nominees appointed to the board of Texon, one of whom is Mr. Andersen, Dee Allen who was
formerly a non-executive director of the Company. On 2nd September 2002, Mr.Andersen, Dee Allen resigned as
a non-executive director and a member of the audit committee of the Company. PAMA Group is a wholly owned
subsidiary of PAMA Investment Holdings Limited (“PIHL”). Mr. Cheung Leung Hong, Cliff,a non-executive director
of the Company, is a shareholder of PIHL and has an indirect interest of less than 0.5% in the share capital of
Texon.

Save as disclosed above, as at 3 |st December 2004, none of the Directors or the management shareholders of
the Company or their respective associates had any interest in any business that directly or indirectly competes
with the business of the Group.

DIRECTORS’ INTERESTS IN CONTRACTS OF SIGNIFICANCE

Save as the related party transactions disclosed in note 28 to the accounts,no contracts of significance in relation
to the Group’s business to which the Company or any of its subsidiaries was a party and in which any of the
Company’s directors or members of its management had a material interest, whether directly or indirectly,
subsisted at the end of the year or any time during the year ended 3 |st December 2004.

AUDIT COMMITTEE

The Company established an audit committee (the “Committee”) on 10th September 2001 and formulated its
written terms of reference in compliance with Rules 5.28 to 5.33 of the GEM Listing Rules.The primary duties of
the Committee are to review and supervise the financial reporting process and internal control procedures of
the Group.The Committee comprised a non-executive Director, Ms. Ho Ming Yee and two independent non-
executive Directors, namely Mr. Johannes Schéter (the Chairman of the Committee) and Mr. Barry John Buttifant.

PURCHASE, SALE OR REDEMPTION OF LISTED SECURITIES

During the year ended 3 | st December 2004, neither the Company nor any of its subsidiaries had purchased, sold
or redeemed any of the Company’s listed securities.

BOARD PRACTICES AND PROCEDURES

In the opinion of the Directors, throughout the year ended 31st December 2004, the Company has complied
with the “Board Practices and Procedures” as set out in Rules 5.34 to 5.45 of the GEM Listing Rules, which
applied before the amendment of the GEM Listing Rules relating to the Code on Corporate Governance Practices
and Rules on Corporate Governance Report on Ist January 2005.The Company will comply with such requests
in subsequent financial reports in accordance with the GEM Listing Rules.

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the Company’s Articles of Association or the Companies Law
(2001 Second Revision) of the Cayman Islands or any applicable laws of the Cayman Islands, which would oblige
the Company to offer new shares on a pro rata basis to existing shareholders.
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AUDITORS

PricewaterhouseCoopers is the auditor of the Company since 2002 following the resignation of Arthur Andersen
& Co in July 2002.

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

By the order of the board

Sun Qiang, Chang
Chairman

Hong Kong, 2 Ist March 2005
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PRICEWATERHOUSE(QOPERS

& K B3 FE R

AUDITORS’ REPORT TO THE SHAREHOLDERS OF MEDIANATION INC.
(incorporated in the Cayman Islands with limited liability)

We have audited the accounts of MediaNation Inc. (the “Company”) and its subsidiaries (together with the
Company, collectively referred to as the “Group”) on pages 46 to 84 which have been prepared in accordance
with accounting principles generally accepted in Hong Kong.

RESPECTIVE RESPONSIBILITIES OF DIRECTORS AND AUDITORS

The directors are responsible for the preparation of accounts which give a true and fair view. In preparing
accounts which give a true and fair view it is fundamental that appropriate accounting policies are selected and
applied consistently.

It is our responsibility to form an independent opinion, based on our audit, on those accounts 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 Institute
of Certified Public Accountants. An audit includes examination, on a test basis, of evidence relevant to the
amounts and disclosures in the accounts. It also includes an assessment of the significant estimates and judgements
made by the directors in the preparation of the accounts,and of whether the accounting policies are appropriate
to the circumstances of the Company and the Group, consistently applied and adequately disclosed.

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

(o] ]\ [e])]

In our opinion the accounts give a true and fair view of the state of affairs of the Company and of the Group as
at 3Ist December 2004 and of the profit and cash flows of the Group for the year then ended and have been
properly prepared in accordance with the disclosure requirements of the Hong Kong Companies Ordinance.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 2 Ist March 2005
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For the year ended 31st December 2004

Note 2004 2003
HK$°000 HK$°000
Turnover 2 439,601 375,568
Cost of sales 28 (358,148) (395,430)
Gross profit/(loss) 81,453 (19,862)
Other revenues 2 395 603
Selling, general and administrative expenses (101,200) (110,934)
Provision for onerous contract — (13,760)
Impairment of assets 3 (795) (14,065)
Operating loss 3 (20,147) (158,018)
Finance costs 4 (29) (1,568)
Share of profit of an associated company 16 31,005 23,264
S Profit/(loss) before taxation 10,829 (136,322)
Taxation
-The Company and subsidiaries 4) (34)
-An associated company (10,202) (7,565)
5 (10,206) (7,599)
Profit/(loss) after taxation 623 (143,921)
Minority interests 1,903 146
Net profit/(loss) attributable to shareholders 2,526 (143,775)
Dividend 7 = =

Profit/(loss) per share (HK cents)
-Basic 8 0.14 (13.25)
-Diluted
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As at 31st December 2004

Note(s) 2004 2003
HK$°000 HK$°000
Non-current assets
Intangible assets I 263,939 236,899
Fixed assets 12 74,841 76,806
Investment deposit placed with a joint venture partner 13 14,145 14,145
Long-term deposits — 35,000
Deposits for intangible assets — 76,998
Deposits for fixed assets 14 5,792 13,544
Investment in an associated company 6 49,537 42,559
Other non-current assets 275 764
408,529 496,715
Current assets
Prepayments, deposits and other receivables 17 74,638 18,077
Inventories 1,672 4,732
Income tax recoverable — 20
Trade receivables 18 61,422 56,462
Pledged bank deposits — 241 47
Bank balances and cash 19,26(c) 92,281 55,281
230,013 134,813
Current liabilities
Trade payables 20 55,269 63,685
Provisions, accrued liabilities and other payables 21 36,034 48,344
Deferred income 61,028 43,352
Amount due to an associated company 6 42,512 27,125
Amount due to a joint venture partner — 406
Amounts due to related companies 28 1,169 1,091
Obligations under finance leases 25 =
Taxation payable — 32
196,037 184,035
Net current assets/(liabilities) 33,976 (49,222)

Total assets less current liabilities 442,505 447,493
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As at 3|st December 2004

Note(s) 2004 2003
HK$°000 HK$°000
Financed by:
Capital and reserves
Share capital py) 180,349 180,349
Reserves pr 260,515 257,998
440,864 438,347
Minority interests 1,547 3,450
Non-current liabilities
Obligations under finance leases 94 —
Long-term payables — 5,696
94 5,696
442,505 447,493
48
Sun Qiang, Chang Chu Chung Hong, Francis

Director Director
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As at 31st December 2004

Note 2004 2003
HK$’000 HK$’000
Non-current asset
Investments in subsidiaries ) 432,155 421,334
Current assets
Prepayments, deposits and other receivables 613 317
Bank balances and cash 644 18,731
1,257 19,048
Current liabilities
Accrued liabilities and other payables 2,893 2,035
Net current (liabilities)/assets (1,636) 17,013
Total assets less current liabilities 430,519 438,347
Financed by:
Capital and reserves
Share capital 22 180,349 180,349 49
Reserves 24 250,170 257,998
430,519 438,347
Sun Qiang, Chang Chu Chung Hong, Francis

Director Director
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For the year ended 3 |st December 2004

2004 2003

HK$’000 HK$’000

Total equity as at Ist January 438,347 465,367

Issue of ordinary shares upon the Open Offer in August 2003 — 120,233

Share issuing expenses — (3,703)
Net gains not recognised in the consolidated profit and loss account

-Exchange difference arising from the translation
of accounts of foreign subsidiaries 9) 225
Net profit/(loss) for the year 2,526 (143,775)

Total equity as at 3|st December 440,864 438,347
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For the year ended 31st December 2004

Net cash inflow/(outflow) from operations

Interest paid
Overseas taxation paid

Net cash inflow/(outflow) from operating activities

Investing activities
Purchase of fixed assets

Proceeds from disposals of fixed assets
Payments for acquisition of intangible assets
Payment for deposits for fixed assets

Payment for deposits for intangible assets
Dividend received from an associated company

Net cash used in investing activities

Net cash inflow/(outflow) before financing

Financing activities

New loans repayable within one year
Repayment of loans repayable within one year
Issue of new shares upon the Open Offer in August 2003

Share issuing expenses

Repayment of principal portion of obligations under finance lease

Net cash (outflow)/inflow from financing
Increase in cash and cash equivalents
Cash and cash equivalents at Ist January

Effect of foreign exchange rates changes

Cash and cash equivalents at 3|st December

Note 2004 2003
HK$'000 HK$'000
26(a) 39,781 (76,816)
(29) )
(16) )
39,736 (78,454)
(3,074) 6.971)
47 341
(11,822) (16,120)
= (1,139)
= (2,487)
13,825 12,919
(1,024) (13,457)
38,712 91,911)

51
= 68,000
= (68,000)
= 120,233
= (3,703)
4) —
4) 116,530
38,708 24,619
53,582 28,739
) 224
26(c) 92,281 53,582
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PRINCIPAL ACCOUNTING POLICIES

The principal accounting policies adopted in the preparation of these accounts are set out below:

(C))

(b)

Basis of preparation

The accounts have been prepared in accordance with accounting principles generally accepted in
Hong Kong and comply with accounting standards issued by the Hong Kong Institute of Certified
Public Accountants (“HKICPA”).They have been prepared under the historical cost convention.

The HKICPA has issued a number of new and revised Hong Kong Financial Reporting Standards and
Hong Kong Accounting Standards (“new HKFRSs”) which are effective for accounting periods beginning
on or after |st January 2005.The Group has not early adopted these new HKFRSs in the accounts for
the year ended 3| st December 2004.The Group has already commenced an assessment of the impact
of these new HKFRSs but is not yet in a position to state whether these new HKFRSs would have a
significant impact on its results of operations and financial position.

Group accounting
(i) Consolidation

The consolidated accounts include the accounts of the Company and its subsidiaries made up to
31st December.

Subsidiaries are those entities in which the Company, directly or indirectly, controls more than
one half of the voting power; has the power to govern the financial and operating policies; to
appoint or remove the majority of the members of the board of directors; or to cast majority of
votes at the meetings of the board of directors.

The results of subsidiaries acquired or disposed of during the year are included in the consolidated
profit and loss account from the effective date of acquisition or up to the effective date of
disposal, as appropriate.

All significant intercompany transactions and balances within the Group are eliminated on
consolidation.

Minority interests represent the interests of outside shareholders in the operating results and
net assets of subsidiaries.

In the Company’s balance sheet, the investments in subsidiaries are stated at cost less provision
for impairment losses. The results of subsidiaries are accounted for by the Company on the basis
of dividends received and receivable.
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PRINCIPAL ACCOUNTING POLICIES - continued

(b) Group accounting - continued

(iij) Joint ventures

(iii)

(iv)

(v)

The Group’s investment in joint ventures in the People’s Republic of China (the “PRC”) are in the
form of Sino-foreign equity joint ventures. In respect of the Sino-foreign cooperative joint ventures,
the partners’ profit-sharing ratios and share of net assets upon the expiration of the joint venture
periods may not be in proportion to their equity ratio, but are as defined in the respective joint
venture contracts.

A joint venture is a contractual arrangement whereby the Group and other parties undertake an
economic activity which is subject to joint control and none of the participating parties has
unilateral control over the economic activity.VWhere the Group’s investment is made by means of
joint venture structure, such investment is accounted for as a subsidiary when the Group can
control the board of directors or is in a position to exercise control over the financial and
operating policies of the joint venture.

Associated companies

An associated company is a company, not being a subsidiary or a joint venture, in which an equity
interest is held for the long-term and significant influence is exercised in its management.

The consolidated profit and loss account includes the Group’s share of the results of the associated
company for the year, and the consolidated balance sheet includes the Group’s share of the net
assets of the associated company and goodwill (net of accumulated amortisation) on acquisition.

Equity accounting is discontinued when the carrying amount of the investment in an associated
company reaches zero, unless the Group has incurred obligations or guaranteed obligations in
respect of the associated company.

Translation of foreign currencies

Transactions in foreign currencies are translated at exchange rates ruling at the transactions
dates. Monetary assets and liabilities expressed in foreign currencies at the balance sheet date
are translated at rates of exchange ruling at the balance sheet date. Exchange differences arising
in these cases are dealt with in the profit and loss account.

The balance sheets of subsidiaries and associated company expressed in foreign currencies are
translated at the rates of exchange ruling at the balance sheet date whilst the profit and loss
accounts are translated using the average rate during the year. Exchange differences are dealt
with as a movement in reserves.

Related parties

Parties are considered to be related if one party has the ability, directly or indirectly, to control
the other party or to exercise significant influence over the other party in making financial and
operating decisions. Parties are also considered to be related if they are subject to common
control or common significant influence. Related parties may be individuals or entities.
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PRINCIPAL ACCOUNTING POLICIES - continued

(c) Intangible assets

(i)

(ii)

(iii)

(iv)

Goodwill

Goodwill represents the excess of the cost of an acquisition over the fair value of the Group’s
share of the net assets of the acquired subsidiary/joint venture/associated company at the date of
acquisition. With respect to investment in the associated company accounted for under the
equity method of accounting, goodwill is included in the carrying amount of the investment.
Goodwill on acquisitions of subsidiaries is included in the intangible assets. Goodwiill is amortised
using the straight-line method over the shorter of 20 years or the tenure of the investments.

Advertising license rights

Advertising license rights represent license fees paid for the acquisition of exclusive rights of
advertising on certain buses and newspaper kiosks in the PRC. These fees are capitalised and
amortised using the straight-line method over their respective license periods that do not exceed
20 years.Amortisation of license rights commences when the rights are available for use.

Computer software

Purchased computer software is capitalised and amortised using the straight-line method over
its estimated useful life of 5 years.

Impairment of intangible assets

Where an indication of impairment exists, the carrying amount of any intangible asset is assessed
and written down immediately to its recoverable amount.

(d) Fixed assets

(i)

(i)

Construction-in-progress

Construction-in-progress is an investment in advertising display panels which are not ready for
use at the balance sheet date and management intends to hold for operating purposes.
Construction-in-progress is carried at cost that includes development and construction
expenditure incurred and other direct costs attributable to the development less accumulated
impairment losses. On completion, the construction-in-progress is transferred to other fixed
assets at cost less accumulated impairment losses. Construction-in-progress is not depreciated
until such time as the assets are completed and ready for their intended use.

Other fixed assets

Other fixed assets, comprising leasehold improvements, furniture, fixtures and equipment,
production equipment, motor vehicles and advertising display panels are stated at cost less
accumulated depreciation and accumulated impairment losses.
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PRINCIPAL ACCOUNTING POLICIES - continued

(d) Fixed assets - continued

(iii) Depreciation

(iv)

Fixed assets other than construction-in-progress are depreciated at rates sufficient to write off
their cost less accumulated impairment losses over their estimated useful lives on a straight-line
basis and, in the case of fixed assets under Beijing Top Result Public Transportation Advertising
Co., Ltd., Shanghai Metro Top Result Advertising Co., Ltd. and Top Result Kiosk (Shanghai)
Development Co., Ltd, all being subsidiaries established in the PRC, after taking into account an
estimated residual value of 10% of the costs of the fixed assets.The principal annual rates are as
follows:

Leasehold improvements over the period of the lease
Furniture, fixtures and equipment 10% — 33.33%

Production equipment 33.33%

Motor vehicles 20%

Advertising display panels [0)73

Major costs incurred in restoring the fixed assets to its normal working condition to allow
continued use of the overall asset are capitalised and depreciated over the expected useful lives.
Improvements are capitalised and depreciated over their expected useful lives to the Group.

Impairment and gain or loss on disposal

At each balance sheet date, both internal and external sources of information are considered to
assess whether there is any indication that assets included in fixed assets are impaired. If any such
indication exists, the recoverable amount of the asset is estimated and where relevant, an
impairment loss is recognised to reduce the asset to its recoverable amount. Such impairment
losses are recognised in the profit and loss account.

The gain or loss on disposal of a fixed asset is the difference between the net sales proceeds and
the carrying amount of the relevant asset, and is recognised in the profit and loss account.

(e) Assets under leases

(i)

Finance leases

Leases that substantially transfer to the Group all the risks and rewards of ownership of assets
are accounted for as finance leases. Finance leases are capitalised at the inception of the lease at
the lower of the fair value of the leased assets or the present value of the minimum lease
payments. Each lease payment is allocated between the capital and finance charges so as to
achieve a constant rate on the capital balances outstanding.The corresponding rental obligations,
net of finance charges, are included in long-term liabilities. The finance charges are charged to the
profit and loss account over the lease periods.

Assets held under finance leases are depreciated over the shorter of their estimated useful lives or
the lease periods.
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PRINCIPAL ACCOUNTING POLICIES - continued

(e)

U)

(2)

(h)

0)

()

Assets under leases - continued
(ii) Operating leases

Leases where substantially all the risks and rewards of ownership of assets remain with the
leasing company are accounted for as operating leases. Payments made under operating leases
net of any incentives received from the leasing company are charged to the profit and loss
account on a straight-line basis over the lease periods.

Inventories

Inventories comprise of printing materials and are stated at cost. Cost is calculated on the first-in, first-
out basis.

Accounts receivable

Provision is made against accounts receivable to the extent they are considered to be doubtful.Accounts
receivable in the balance sheet are stated net of such provision.

Cash and cash equivalents

Cash and cash equivalents are carried in the balance sheet at cost. For the purposes of the cash flow
statement, cash and cash equivalents comprise cash on hand, deposits held at call with banks, cash
investments with a maturity of three months or less from the date of investment and bank overdrafts.

Provisions

Provisions are recognised when the Group has a present legal or constructive obligation as a result of
past events, it is probable that an outflow of resources will be required to settle the obligation, and a
reliable estimate of the amount can be made.Where the Group expects a provision to be reimbursed,
the reimbursement is recognised as a separate asset but only when the reimbursement is virtually
certain.

(i) Onerous Contract

The Group recognises a provision for onerous contract when the expected benefits to be derived
from a contract are less than the unavoidable costs of meeting the obligations under the contract.

Employee benefit
(i) Employee leave entitlements

Employee entitlements to annual leave and long service leave are recognised when they accrue
to employees. A provision is made for the estimated liability for annual leave and long-service
leave as a result of services rendered by employees up to the balance sheet date.

Employee entitlements to sick leave and maternity or paternity leave are not recognised until the
time of leave.
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PRINCIPAL ACCOUNTING POLICIES - continued

()

(1)

)

Employee benefit - continued
(ii) Bonus plans

Provision for bonus plans due wholly within twelve months after balance sheet date are recognised
where the Group has a present legal or constructive obligation as a result of services rendered
by employees and a reliable estimate of the obligation can be made.

(iii) Pension obligations

The Group participates in a number of defined contribution plans in the PRC and Hong Kong, the
assets of which are generally held in separate trustee administered funds.The pension plans are
generally funded by payments from employees and by the relevant Group companies based on a
percentage of employees’ basic salaries.The Group’s contributions to defined contribution plans
are expensed as incurred and are reduced by contributions forfeited by those employees who
leave the plan prior to the full vesting of their contributions.

Deferred taxation

Deferred income taxation is provided in full, using the liability method, on temporary differences
arising between the tax bases of assets and liabilities and their carrying amounts in the accounts.
Taxation rates enacted or substantively enacted by the balance sheet date are used to determine
deferred taxation.

Deferred tax assets are recognised to the extent that it is probable that future taxable profit will be
available against which the temporary differences can be utilised.

Deferred income taxation is provided on temporary differences arising on investments in subsidiaries,
associate and joint ventures, except where the timing of the reversal of the temporary difference can
be controlled and it is probable that the temporary difference will not reverse in the foreseeable
future.

Contingent liabilities and contingent assets

A contingent liability is a possible obligation that arises from past events and whose existence will only
be confirmed by the occurrence or non-occurrence of one or more uncertain future events not
wholly within the control of the Group. It can also be a present obligation arising from past events that
is not recognised because it is not probable that outflow of economic resources will be required or
the amount of obligation cannot be measured reliably.

A contingent liability is not recognised but is disclosed in the notes to the accounts.When a change in
the probability of an outflow occurs so that outflow is probable, they will then be recognised as a
provision.

A contingent asset is a possible asset that arises from past events and whose existence will be confirmed
only by the occurrence or non-occurrence of one or more uncertain events not wholly within the
control of the Group.

Contingent assets are not recognised but are disclosed in the notes to the accounts when an inflow of
economic benefits is probable.VWhen inflow is virtually certain, an asset is recognised.
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PRINCIPAL ACCOUNTING POLICIES - continued

(m) Revenue recognition

(n)

(o)

(i) Media rental

Media rental income from the provision of outdoor media advertising services is recognised on
a time apportionment basis throughout the contract periods.The unearned portion of media
rental attributable to future accounting periods is accounted for as deferred income.

(ii) Production income

Production income from the provision of advertising production services, which generally is of
short duration, is recognised when the contracts are completed and the services are rendered.

(iii) Agency commission income

Agency commission income, which is generated from the provision of service in assisting customers
in buying advertising spaces, is recognised when the services are rendered.

(iv) Interest income

Interest income is recognised on a time proportion basis, taking into account the principal amounts
outstanding and the interest rates applicable.

Borrowing costs

All borrowing costs are charged to the profit and loss account in the year in which they are incurred.

Segment reporting

In accordance with the Group’s internal financial reporting, the Group has determined that geographical
segments be presented as the primary reporting format and business segments as the secondary
reporting format.

In respect of geographical segment reporting, sales are based on the country in which the customers
are located.Total assets and capital expenditure are based on where the assets are located.

Segment assets consist primarily of intangible assets, fixed assets, inventories, receivables and operating
cash. Segment liabilities comprise operating liabilities. Capital expenditure comprises additions to
intangible assets and fixed assets. Unallocated costs represent corporate expenses. Unallocated assets
represent corporate assets.

Inter-segment transactions: segment revenue, segment expenses and segment performance include
transfer between geographical segments and business segments. Such transfers are accounted for at
competitive market prices charged to unaffiliated customers for similar services.Those transfers are
eliminated on consolidation.
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2 TURNOVER, REVENUE AND SEGMENT INFORMATION

The Group is principally engaged in the provision of outdoor advertising media services in Hong Kong and
the PRC. Revenues recognised during the year are as follows:

2004 2003
HK$’000 HK$’000
Turnover
Media rental 343,832 287,224
Production income 87,072 83,059
Agency commission income 8,697 5,285
439,601 375,568
Other revenues
Interest income from bank deposits 357 232
Interest income from trade deposits 38 369
Interest income from trade receivables — p)

395 603

59
Total revenues 439,996 376,171
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2 TURNOVER, REVENUE AND SEGMENT INFORMATION - continued
(a) Primary reporting format - geographical segments

The Group’s principal activities are conducted mainly in Hong Kong and the PRC.

An analysis by geographical segment is as follows:

Hong Kong PRC Eliminations Total
2004 2003 2004 2003 2004 2003 2004 2003
HK$'000  HK$'000  HK$000  HK$000  HK$000  HK$'000  HK$000  HK$000
Turnover
Sales to external customers 74,295 87,884 365,306 287,684 — — 439,601 375,568
Inter-segment sales 6,416 7,073 21,092 [1,197 (27,508) (18,270) — —
Total turnover 80,711 94957 386,398 298 88| (27,508) (18,270) 439,601 375,568
Segment operating (loss)/profit (21,523) (68,648) 3612 (93,628) (2,236) 4258 (20,147)  (158,018)
Finance costs (29) (1,568)
Share of profit of an associated
company 31,005 23,264
Profit/(loss) before taxation 10829 (136,322)
Taxation (10,200) (7.599)
Profit/(loss) after taxation 623 (143921)
Minority interests 1,903 146
Net profit/(loss) attributable
to shareholders 2526 (143775)
Assets
Segment assets 180,782 195,053 408,223 393916 — — 589,005 588,969
Interest in an associated company 49,537 42,559
Total assets 638,542 631,528
Liabilities
Segment liabilities 17,894 23,929 178,237 165,802 — — 196,131 189,731
Other information
Capital expenditure 1,531 35 9418 22,246 — — 10,949 22281
Provision for doubtful debts
Trade receivables 908 — 2,186 [,517 — — 3,094 | 517
Amount due from an
associated company — [,252 — — — — — [,252
Deposits and other receivables — — — [,591 — — — |,591
Write-off of doubtful debt for
amount due from an associated
company = 40! = = = = = 401
Impairment of assets — — 795 14,065 — - 795 14,065
Depreciation of fixed assets 486 [,061 [1,528 12,77 — — 12,014 13,832
Amortisation of intangible assets 3] 67 59914 66,940 — — 59,945 YA
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TURNOVER, REVENUE AND SEGMENT INFORMATION - continued

(b) Secondary reporting format — business segments

The Group is organised into three main business segments, namely metro system advertising, bus

advertising and street furniture advertising.

The Group’s turnover, segment results, segment assets and capital expenditure for the year, analysed

by business segments are as follows:

Turnover

Segment results

Total assets

Capital expenditure

2003

2003

2003

HK$'000

(9,500)
(116,098)

(10914)

HK$'000

51,178
386,391

132,637

HK$'000

870
8,429

12,982

2004

HK$'000

Metro system advertising 91,680

Bus advertising 337,587
Other operations

including street furniture 10,334

439,601

Unallocated costs
Operating loss

Interest in an associated company
Unallocated assets

Total assets

(136512)

(21,506)

A

570,206

42,559
18,763

631,528

22,281
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3 OPERATING LOSS

Operating loss is stated after charging the following:

2004 2003
HK$’000 HK$’000
Charging
Depreciation:
Owned fixed assets 12,010 13,832
Leased fixed asset 4 —
Loss on disposals of fixed assets 58 340
Impairment of assets:
Advertising display panel 795 —
Intangible assets — 14,065
Staff costs (including directors’ emoluments) (Note 9) 54,884 57,198
Auditors’ remuneration 1,630 1,029
Amortisation of intangible assets:
Advertising license rights (included in cost of sales) 59,527 66,712
Computer software (included in cost of sales) 23| 239
62 Goodwill (included in administrative expenses) 187 56
Operating lease:
Office premises 8,631 10,911
Advertising spaces 142,030 217,929
Provision for doubtful debts:
Trade receivables 3,094 1,517
Amount due from an associated company — 1,252
Deposits and other receivables — 1,591
Provision for onerous contract — 13,760
Write-off of doubtful debts for amount due
from an associated company — 401
Net exchange losses 49 263
4 FINANCE COSTS
2004 2003
HK$’000 HK$’000
Interest on bank loans and overdrafts — 8
Interest on loans from financial institutions — 6
Interest on trade payables 29 =
Interest on amount due to an associated company — 73
Interest on long-term payables — 145
Interest on loan from substantial shareholders — 1,289

Interest on loan from a related company
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TAXATION

Hong Kong profits tax at the rate of 17.5% (2003: 17.5%) has not been provided as the Group’s operations

in Hong Kong have no estimated assessable profit for the year (2003: Nil).

The joint ventures established in the PRC in which the Group has invested are generally subject to enterprise
income tax (“EIT”) on their taxable income at a combined national and local tax rate of 33% (2003: 33%).
Taxation on overseas profits has been calculated on the estimated assessable profit for the year at the rates

of taxation prevailing in the jurisdictions in which the Group operates.

The amount of taxation charged to the consolidated profit and loss account represents:

2004
HK$°000
Current taxation
PRC EIT 4
Share of taxation attributable to:
An associated company 10,202
Taxation charge 10,206

2003

HK$’000

34

7,565

7,599

The taxation on the Group’s profit/(loss) before taxation differs from the theoretical amount that would

arise using the taxation rate of the country where the Company operates as follows:

2004

HK$°000

Profit/(loss) before taxation 10,829
Calculated at a taxation rate of 17.5% (2003: 17.5%) 1,895
Effect of different taxation rates in the PRC 4,557
Income not subject to taxation (2,651)
Expenses not deductible for taxation purposes 8,150
Tax losses not recognised 420
Urtilisation of previously unrecognised tax losses (2,165)
Taxation charge 10,206

NET LOSS ATTRIBUTABLE TO SHAREHOLDERS

2003

HK$’000
(136,322)

(23,856)

(11,153)
(2,635)
13,078
32,165

7,599

The loss attributable to shareholders is dealt with in the accounts of the Company to the extent of

approximately HK$7,828,000 (2003: HK$143,550,000).

DIVIDEND

No dividends were paid or declared by the Company during the year (2003: Nil).

CX]
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8 PROFIT/(LOSS) PER SHARE

The calculation of basic profit/(loss) per share is based on the Group’s net profit/(loss) attributable to
shareholders of approximately HK$2,526,000 (2003: loss of HK$143,775,000) and the weighted average of
1,803,488,985 ordinary shares in issue during the year (2003: weighted average of 1,085,387,435 ordinary
shares after the Open Offer).The diluted profit per share for the year ended 31st December 2004 is not
presented because the effect of the assumed conversion of all potential dilutive securities is anti-dilutive.

9 STAFF COSTS (INCLUDING DIRECTORS’ EMOLUMENTS)

2004 2003

HK$’000 HK$’000

Wages and salaries 41,417 45614

Unutilised annual leave 70 412

Termination benefits 1,786 828

Pension costs — defined contribution plan (Note 29) 2,868 1,338

Social security costs 4,951 5,991

Other staff benefits 3,792 3,015

54,884 57,198

64 — S L

10 DIRECTORS’ AND FIVE HIGHEST PAID INDIVIDUALS’ EMOLUMENTS
(a) Directors’ emoluments

The aggregate amounts of emoluments payable to directors of the Company during the year are as
follows:

2004 pI0[0k]
HK$’000 HK$’000
Directors’ fees
Executive directors — —
Non-executive directors 569 700
Independent non-executive directors 452 400
1,021 1,100
Consultancy fees
Non-executive directors 58 200
Other emoluments:
Basic salaries, housing allowances,
other allowances and benefits in kind 2,160 1,767
Discretionary bonuses 350 —
Pension scheme contributions
- for other offices 12 12

Comepensation for loss of office
- as other offices paid by the Company



Notes to the Accounts annual report 2004

10 DIRECTORS’ AND FIVE HIGHEST PAID INDIVIDUALS’ EMOLUMENTS - continued
(a) Directors’ emoluments - continued

Details of emoluments paid to individual directors during the year are as follows:

2004 2003
HK$’000 HK$°000
Executive directors
Mr. Chu Chung Hong, Francis
- Fee — —
- Salaries and other allowances 2,510 1,767
- Retirement benefit scheme contributions 12 12
2,522 1,779
Fees paid to non-executive directors and independent
non-executive directors
Non-executive directors
Mr. Sun Qiang, Chang 100 100
Mr. Cheung Leung Hong, Cliff 100 100
Ms. Ho Ming Yee 200 200
Mr. Cheng Cheung Lun, Julian 100 8l
Ms. Chan Man Ki, Summerine 14 200
Mr. Kam Wai Sum 13 200
Mr. Li Chun, Daniel — 19
Independent non-executive directors
Mr. Liu Hong Ru — 88
Mr. Barry John Buttifant 200 112
Mr. Johannes Schoter 220 200
Mr. Duck Young Song 32 =
1,079 1,300
3,601 3,079

During the year, no emoluments were paid to the directors as an inducement to join the Group (2003:
Nil). None of the directors (2003: None) waived emoluments in respect of the financial year ended
3Ist December 2004.
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10 DIRECTORS’ AND FIVE HIGHEST PAID INDIVIDUALS’ EMOLUMENT - continued

(b) Five highest paid individuals

The five individuals whose emoluments were the highest in the Group for 2004 include one (2003:
One) director whose emoluments are reflected in the analysis presented above. The emoluments
payable to the remaining four (2003: Four) individuals during the year are as follows:

2004 2003
HK$’000 HK$’000

Basic salaries, housing allowances,
other allowances and benefits in kind 4,344 4,945
Discretionary bonuses 980 558
Pension scheme contributions 89 100
Comepensation for loss of office - contractual payment 89 —
Total 5,502 5,603

The emoluments (excluding directors) fell within the following bands:

Number of individuals
2004 2003

66

HK$1,000,001 - HK$1,500,000 4 3
HK$1,500,001 - HK$2,000,000 — I

Total 4 4

During the year, no emoluments were paid to the five highest paid individuals (including directors and
employees) as an inducement to join the Group (2003: Nil).
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INTANGIBLE ASSETS - GROUP

At st January 2004
Transfer (Note 26b)
Additions
Amortisation charge (Note 3)

At 3|st December 2004

At 3Ist December 2004
Cost
Accumulated amortisation
Accumulated impairment losses

Net book value

At 31Ist December 2003
Cost
Accumulated amortisation
Accumulated impairment losses

Net book value

Management have prepared an updated assessment of the value in use of the advertising license rights of
the Group’s outdoor advertising business. In assessing the value in use, the estimated future cash flows were
discounted to their present value using a pre-tax discount rate that reflects the then current market

Premium for
Advertising Website  redemption
license ~ Computer development  of a profit
rights software Goodwill costs  sharing right Total
HK$’000 HK$000 HK$000 HK$'000 HK$000 HK$'000
233,452 196 3,251 — — 236,899
76,998 — — — — 76,998
9,825 162 — — — 9,987
(59,527) (231) (187) — — (59,945)
260,748 127 3,064 — — 263,939
703,855 2,02 4,494 — 7,595 717,965
(400,244) (1,894) (503) — (7,595) (410,236)
(42,863) — (927) — — (43,790)
260,748 127 3,064 — — 263,939
617,032 10,457 4,494 168 7,595 639,746
(340,717) (4,386) (316) (58) (7,595) (353,072)
(42,863) (5,875) (927) (110) — (49,775)
233,452 196 3,251 — — 236,899

assessment of the time value of money and the risk specific to the assets.
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12 FIXED ASSETS - GROUP

Furniture,
fixtures Advertising
Leasehold and  Production Motor display Construction-
improvements  equipment  equipment vehicles panels  in-progress Total

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

Cost

At st January 2004 21,570 22,053 5,666 4211 60,917 7,125 121,552
Transfer* — (56) 56 — 14,791 (7,039) 1,152
Additions 288 800 1,422 — 687 — 3,197
Disposals (2,187) (3522) (88) — — — (5,797)
Impairment loss (Note 3) — — — — (795) — (795)

At 31st December 2004 19,671 19,275 7,056 4,221 75,600 86 125,909

Accumulated depreciation
and impairment

At Ist January 2004 5,104 14,198 5483 2,455 7,506 — 44746
Transfer — 49) 49 — — — —
Charge for the year (Note 3) 2,405 2,783 310 528 5,988 — 12,014
Disposals (2,187) (3417) (88) — — — (5,692)

At 3Ist December 2004 15,322 13,515 5,754 2983 3,494 — 51,068

Net book value

At 31st December 2004 4349 5,760 1,302 [,238 62,106 86 74841

At 31st December 2003 6,466 7855 183 [,766 53411 7,125 76,806

* As disclosed in Note 26b, during the year, an amount of HK$7,752,000 was transferred from deposits for fixed
assets to fixed assets as the advertising display panels were received by the Group.

As at 3|st December 2004, the net book value of fixed assets (furniture, fixtures and equipment) held under
finance leases was approximately HK$ 119,000 (2003: Nil).

INVESTMENT DEPOSIT PLACED WITH A JOINT VENTURE PARTNER - GROUP

The amount of approximately HK$ 14,145,000 (2003: HK$14,145,000) represents the remaining portion of
the refundable security deposit of RMB30,000,000 placed with a joint venture partner of Shanghai Metro
Top Result Advertising Co. Ltd. (“Shanghai Metro”) under an agency agreement entered into by the Group
in November 2000. Under the agency agreement, the Group is entitled to place advertisements within
designated areas of certain metro stations in Shanghai for 15 years.The deposit is refundable to the Group
in three annual instalments of RMB 10,000,000 (approximately HK$9,984,000) each commencing from the
sixth anniversary of the agency agreement through offsetting concession fees payable to the joint venture
partner. In 2003, as agreed with the joint venture partner, part of total RMB30,000,000 deposit amounting
to RMB15,000,000 (approximately HK$14,146,000) was temporarily used to offset a portion of the concession
fees payable (included in trade payables) at 3|st December 2004.The Group will replenish this security
deposit of RMB15,000,000 in 2005.
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DEPOSITS FOR FIXED ASSETS - GROUP

As at 31st December 2004, the Group has paid approximately HK$5,792,000 (2003: HK$ |3,544,000) to
independent third parties to acquire certain advertising display panels.

INVESTMENTS IN SUBSIDIARIES - COMPANY

2004 2003

HK$°000 HK$’000

Unlisted shares, at cost 2,804 2,804
Amounts due from subsidiaries 776,099 765,278
778,903 768,082

Less: provision for impairment losses and doubtful debts (346,748) (346,748)
432,155 421,334

The amounts due from subsidiaries are unsecured, non-interest bearing and have no fixed terms of repayment.

The following is a list of the subsidiaries at 31st December 2004: 69
Attributable
percentage of
Issued and issued capital/  Attributable
Place and date of ~fully paid registered capital percentage of
incorporation/ share capital/ held by distributable
registration registered Legal the Company profit to  Principal
Name and operations capital structure  Directly Indirectly the Group activities
% % %
Top Result Promotion Hong Kong HK$1,000,000 Company with 100 — [00 Provide media
Limited (“Top Result”) I8th July 1991 limited liability advertising
services
Top Result Interactive The Cayman Islands  US$124 Company with 100 — [00 Investment
Limited |6th December 1999 limited liability holding
i-Result Media Limited Hong Kong Us$2 Company with ~ — 100 [00 Provide media
29th March 2000 limited liability advertising
services
Beijing Top Result The PRC RMB99,600,000 Cooperative = 99.5 80 Provide media
Public Transportation 22nd February 1994 joint venture advertising
Advertising Co,, Ltd. services

(“Beijing Joint Venture”)
(Note (i)
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15 INVESTMENTS IN SUBSIDIARIES - COMPANY - continued

Attributable
percentage of
Issued and issued capital/  Attributable
Place and date of ~ fully paid registered capital percentage of
incorporation/ share capital/ held by distributable
registration registered Legal the Company profit to  Principal
Name and operations capital structure  Directly Indirectly the Group activities
% % %
Digital Photo Limited Hong Kong HK$200,000  Company with ~ — 51 51 Provide large
6th July 1998 limited liability scale digital
colour printing
services

Top Photo Imaging The PRC US$400,000  Equity joint = 459 459 Provide large

Company Limited 2nd November 1999 venture scale digital
colour printing
services
70 China Kiosk Development  Hong Kong HK$1,000 Company with ~ — 80 80 Investment
Limited (“China Kiosk”) ~ 20th June 2001 limited liability holding
(Note (ii))

Top Result Kiosk (Shanghai) The PRC USD2,000,000 Wholly-foreign- — 80 80 Develop and
Development Co.Ltd.  9th April 2002 owned enterprise manage media
(“Shanghai Kiosk”) assets
(Note (ii))

Shanghai Metro Top Result ~ The PRC RMBI6,000,000 Cooperative — 50 90 Provide media
Advertising Co. Ltd. 20th February 2002 joint venture advertising
(“Shanghai Metro”) services
(Note (iii))

Note:

(i)  Beijing JointVenture is a Sino-foreign cooperative joint venture established in the PRC for a period of |5 years up

to 22nd February 2009. Pursuant to the joint venture agreement and the supplemental agreement dated |0th
December 1993 and 24th May 1995, respectively, signed between Top Result and the Chinese joint venture
partner of Beijing Joint Venture, Top Result is entitled to 100% of the distributable profit of Beijing Joint Venture
for the first 4 years from the date of issuance of the business license. Thereafter, Top Result is entitled to 80% of
the distributable profit of Beijing Joint Venture.

Upon the expiry of the joint venture agreement, the net assets of Beijing Joint Venture will be distributed
according to the amount of capital contributed.Where there is any surplus of net assets after the return of the
capital contributed, the net assets will be distributed to the joint venture partners according to the profit sharing
ratio.
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15 INVESTMENTS IN SUBSIDIARIES - COMPANY - continued

(ii)

(iii)

On 29th October 2001, the Group entered into an agreement with business partners to establish a Company in
Hong Kong, China Kiosk, in which the Group has 80% beneficial equity interest. Under the agreement, China
Kiosk established a wholly-foreign-owned enterprise, Shanghai Kiosk in Shanghai, the PRC for a period of 20
years up to 8th April 2022, to expand the street furniture (newspaper kiosk) business in the PRC. In July 2002,
China Kiosk transferred its 100% equity interest in Shanghai Kiosk to Top Result with 20% equity interest held
on behalf of the minority shareholder of China Kiosk.The Group was required to provide an investment of
US$12,500,000 (approximately HK$97,500,000). The Group will contribute to Shanghai Kiosk the deposits for
fixed assets of approximately HK$5,791,000 (Note 14),fixed assets of approximately HK$ 16,915,000 and intangible
assets of approximately HK$75,826,000 as the Group’s capital contribution of approximately HK$97,500,000
and as a working capital loan to be advanced by the Group of approximately HK$1,032,000. The minority
shareholder of China Kiosk will not be required to make any capital contribution for the initial investment of
US$12,500,000.

Shanghai Metro is a sino-foreign cooperative joint venture established in the PRC for a period of 15 years up to
19th February 2017. Pursuant to the joint venture agreement dated 5th September 2000, the Group contributed
RMB 14,800,000 (approximately HK$13,956,000), of which RMB8,000,000 (approximately HK$7,544,000)
represents 50% of the registered capital to Shanghai Metro while the remaining RMB6,800,000 (approximately
HK$6,412,000) represents a working capital loan advanced by the Group.The Chinese joint venture partner
contributed the remaining portion of the registered capital by way of contributing advertising display panels
amounting to RMB8,000,000 (approximately HK$7,544,000). The Group is entitled to 90% of the distributable
profit of Shanghai Metro but is required to bear 50% of the operating losses of Shanghai Metro.

Upon the expiry of the joint venture agreement, the Chinese joint venture partner will be entitled to all fixed
assets of Shanghai Metro and the Group will be entitled to 50% of the remaining net assets.

16 INVESTMENT IN AN ASSOCIATED COMPANY AND AMOUNT DUE FROM/(TO) AN
ASSOCIATED COMPANY - GROUP

2004 2003
HK$°000 HK$°000
Investment in an associated company
Share of net assets 36,749 28,503
Goodwill on acquisition of an associated company
Cost 20,280 20,280
Accumulated amortisation (7,492) (6,224)
49,537 42,559
Amount due from an associated company (WLY) 7,271
Less: Provision for doubtful debts (1,252) (1,252)
— 6,019
Amount due to an associated company (42,512) (33,144)
(42,512) (27,125)

The amount due from/(to) an associated company is unsecured, non-interest bearing and has no fixed
terms of repayment.
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16 INVESTMENT IN AN ASSOCIATED COMPANY AND AMOUNT DUE FROM/(TO) AN
ASSOCIATED COMPANY - GROUP - continued

The following are the details of the associated company at 3 |st December 2004:

Attributable
percentage of
issued  Attributable

Place and date of Issued and capital/registered percentage of

incorporation/ fully paid capital held by distributable

registration and  share capital/ the Company  profit to the  Principal
Name operation registered capital Legal structure indirectly Group  activities

3 3

Beijing Top Result Metro The PRC RMB35,000,000 Cooperative 100 38  Provide media
Advertising Co., Ltd. ~ 28th April 1997 joint venture advertising
(“BJ Metro”) services

BJ Metro was formed under a cooperative joint venture agreement and a supplemental agreement dated
8th November 1996 and 6th April 1999, respectively. B] Metro obtained its business license on | Ith June
1997 with a term of |8 years.The Group has contributed all the registered share capital of B] Metro of
RMB35,000,000 (approximately HK$32,710,000).
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In addition, the Group has undertaken to guarantee that the Chinese joint venture partner’s share of BJ
Metro’s distributable profit will not be lower than RMB 3,000,000 (approximately HK$12,150,000) each
year, effective from |st January 2000, for the remaining tenure of the joint venture.The Group’s share of
distributable profit of B] Metro for the year ended 31st December 2004 amounted to approximately
HK$22,071,000 (2003: HK$16,966,000).

The net assets of B] Metro will be distributed according to the profit sharing ratio upon the expiry of the
joint venture agreement.Accordingly, 62% of the capital contributed to B] Metro by the Group is recorded
as goodwill and is amortised over the joint venture period. The amortisation expense for the year ended
3Ist December 2004 amounted to approximately HK 1,268,000 (2003: HK$1,268,000) and was included in
the share of profit of an associated company in the consolidated profit and loss account.

The summary of financial information of B] Metro based on the adjusted accounts prepared under the
accounting principles generally accepted in Hong Kong for the year is as follows:

2004 2003
HK$’000 HK$°000

Balance Sheet
Current assets 140,228 114,136
Non-current assets 17,191 19,295
Current liabilities 63,012 60,523

Profit and loss account
Turnover 128,724 101,696
Profit before taxation 84,928 64,557
Profit after taxation 58,080 44,648
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PREPAYMENTS, DEPOSITS AND OTHER RECEIVABLES

Included in prepayments, deposits and other receivables is an amount of approximately HK$3 17,000 (2003:
Nil) receivable from one of the Group’s officers. This amount is non-interest bearing and is repayable within
one year.There is no other receivable or payable with officers of the Group that existed during the year or

at 31st December 2004.

TRADE RECEIVABLES - GROUP

2004

HK$°000

Trade receivables 72,292
Less: provision for doubtful debts (10,870)
61,422

At 3 st December 2004, the ageing analysis of trade receivables was as follows:

2004

HK$’000

Current 17,006
| - 30 days 14,162
31 - 60 days 10,635
61 - 90 days 4614
91 - 120 days 6,784
Over 120 days 19,091
72,292

2003

HK$’000

65,820

(9,358)

56,462

2003

HK$°000

18,482
9,766
8,856
516l
4,384

19,171

65,820

The normal credit period granted by the Group ranges from 30 days to 90 days from the date of invoice.

BANK BALANCES AND CASH - GROUP

At 3| st December 2004, bank balances and cash of the Group denominated in Renminbi (“RMB”) amounted
to approximately HK$83,601,000 (2003: HK$30,368,000). RMB is not freely convertible into foreign
currencies. Subject to the PRC’s Foreign Exchange Control Regulations and Administration of Settlement,
Sales and Payment of Foreign Exchange Regulations, the Group is permitted to exchange RMB for foreign
currencies through banks authorised to conduct foreign exchange business.
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21
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At 31st December 2004, the ageing analysis of trade payables based on due date was as follows:

Current

0 - 30 days

31 - 60 days
61 - 90 days
91 - 120 days
Over 120 days

PROVISIONS, ACCRUED LIABILITIES AND OTHER PAYABLES

Provisions, accrued liabilities and other payables
Others
Provision for onerous contract

2004

HK$’000

4,564
16,413
1,762
1,216
12,758

18,556

55,269

2004

HK$’000

36,034

36,034

2003

HK$’000

16,089
8,908
5015
1,921

710

31,042

63,685

2003

HK$’000

34,584

13,760

48,344

At 31st December 2003, the directors considered an advertising contract to which the Group in Hong
Kong was a party to had become onerous. Accordingly, a provision for onerous contract was made, based
on the excess of the least net loss of terminating this contract over the expected economic benefits to be

derived therefrom.This provision for onerous contract was fully utilised in 2004.
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22 SHARE CAPITAL

At Ist January 2004 and 3 |st December 2004

At Ist January 2003 and 3 |st December 2003

At Ist January 2003
Issue of ordinary shares upon the Open Offer

As at 31st December 2003

At Ist January 2004 and 3 |st December 2004

In August 2003, following the prospectus dated |0th July 2003, 1,202,325,990 shares of HK$0.10 each were
issued to the public by way of the Open Offer on the basis of two Open Offer shares for every one share
held (the “Open Offer”) for a total consideration of approximately HK$120,233,000 before related issuing
expenses.The issuing expenses of approximately HK$3,703,000 were debited to the share premium account
and 1,202,325,990 ordinary shares were listed on GEM of The Stock Exchange of Hong Kong Limited in
August 2003.

Authorised
Ordinary shares of HK$0.10 each

No. of shares Amount

HK$’000

5,000,000,000 500,000

5,000,000,000 500,000

Issued and fully paid
Ordinary shares of

HK $0.10 each
No. of shares Amount
HK$’000
601,162,995 60,116
1,202,325,990 120,233
1,803,488,985 180,349
1,803,488,985 180,349
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23 SHARE OPTIONS
Pre-IPO Share Options Plans

Pursuant to an Executive Share Option Plan (“Plan 1”’) approved by the shareholders of the Company on
7th April 1995 and amended and restated on 9th June 2001, the board of directors may at its discretion
within five years after |st July 1997,invite employees, including directors of the Company and its subsidiaries,
to take up options to subscribe for shares of the Company.The maximum number of shares in respect of
which options may be granted under Plan | may not exceed 17,500,000(" ordinary shares in aggregate.The
exercise price of the option post the Capitalisation Issue is US$0.038095(") per share.

On 9th June 2001, the shareholders of the Company rectified and approved another Executive Share Option
Plan (“Plan 2”). Pursuant to Plan 2, the board of directors may at its discretion within three years after Ist
April 2000, invite employees, including directors of the Company and its subsidiaries, to take up their
options to subscribe for shares of the Company. The maximum number of shares in respect of which
options may be granted under Plan 2 may not exceed 21,000,0001) ordinary shares in aggregate.The exercise
price of the option post the Capitalisation Issue is US$0.171429") per share.

On 9th June 2001, the shareholders of the Company approved another Executive Share Option Plan (“Plan
3”). Pursuant to Plan 3, the board of directors granted 28,554,750(") share options to senior executives to
replace all outstanding warrants then held by them.The maximum number of shares in respect of which
options may be granted under Plan 3 may not exceed 28,554,750 ordinary shares in aggregate.The exercise
price of the option post the Capitalisation Issue is US$0.20684 (") per share.
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All the outstanding options, except for those under Plan 3, may be exercised at any time during the period
commencing one year after the date of grant of the options and ending |0 years after the date of the
options with the following schedule:

Portion of shares comprised in options

Period since date of grant which become exercisable
Date of grant - first anniversary Zero
The date after the first anniversary - Up to one-third

second anniversary

The date after the second anniversary - Up to two-third (less the portion of shares which arose
third anniversary upon the exercise of options between the first anniversary
and the second anniversary)

The date after the third anniversary and All shares in respect of which the option has not been
thereafter previously exercised

The outstanding options under Plan 3 is fully vested upon its grant and may be exercised at any time during
the period commencing on the date upon which the offer of the option is accepted and ending 10 years
after the date of the options.

Save as disclosed above, no share options have been granted or agreed to be granted by the Company and
no further options will be offered or granted by the Company under Plan [, Plan 2 and Plan 3.
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23 SHARE OPTIONS - continued

Post-IPO Share Option Scheme

On 8th January 2002 the Company conditionally adopted a further share option scheme (the “Share Option
Scheme”) for a period of ten years from the date on which the Share Option Scheme was adopted.The
Share Option Scheme became unconditional upon the Listing.

The principal purpose of the Share Option Scheme is to recognise the significant contributions of the full-
time employees, executive directors, non-executive directors (including independent non-executive directors),
any consultants or advisors of or to any members of the Group to the growth of the Group by rewarding
them with opportunities to obtain ownership interests in the Company and to further motivate and give
incentives to these persons to continue to contribute to the Group’s long term success.

The subscription price will be determined by the Company’s board of directors and will be the highest of (i)
the nominal value of the shares, (ii) the quoted closing price of the Company’s shares on the date of offer of
the options, which must be a trade day, and (iii) the average of the quoted closing prices of the Company’s
shares on the five trading days immediately preceding the date of offer of the options.

The Share Options Scheme shall vest in respect of one third of the total number of shares to which it
relates upon each anniversary of the respective date upon which the offer of the option is made until fully
vested and expiring on not less than three years nor more than ten years from the date of offer. A nominal
consideration of HK$1| is payable on acceptance of the grant of an option.

A summary of the movement of share options granted to employees (including directors) under Plan |, Plan
2, Plan 3 and Share Option Scheme during the year is as follows:

Pre-IPO Share Options Pre-IPO Share Option
Plans at exercise price of Scheme at exercise price of
US$0.038095")  US§0.171429"  US§0.206841") HK$0.89" HK$0.119 HK$0.115
At [st January 2004 12,640,880 15,120,000 28,554,750 3,734,000 17,500,000 -
Granted during the year — — — — — 10,000,000
Lapsed during the year* (5,425,000) (6,335,000)" — (844,000) (2,500,000) —
At 31st December 2004 7,215,8800 8,785,0000 28,554,750 2,890,0000) 15,000,000 10,000,000

* During the year, a director who held 5,425,000 unvested share options under Pre-IPO Share Options Plan at
exercise price of US$0.038095() and the 6,125,000(" unvested share options under Pre-IPO Share Options Plan at
exercise price of US$0.171429") had resigned and hence, these options had lapsed.

During the year, an employee holding 210,000 unvested share options under Pre-IPO Share Options Plan at
exercise price of US$0.171429(") had resigned and hence, these options had lapsed. Seven employees holding
3,344,000 unvested share options under Post-IPO Share Option Scheme had resigned and hence, these options
had lapsed.

Note:

I)  Pending adjustments on the relevant Share Options are to be made in accordance with the terms of the Pre-IPO
Share Options Plans and Share Option Scheme as a result of the Open Offer stated in the Company’s prospectus
dated 10th July 2003.
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24 RESERVES

Capital
Share Translation Capital Accumulated redemption
premium reserve reserve losses reserve Total
HK$000 HK$000 HK$000 HK$000 HK$000 HK$000
(Note (jii)) (Note (i)
and (jii))

Group
At Ist January 2003 635,510 1,844 883  (233,376) 390 405,251
Write-off of share issuance

expenses related to

the Open Offer

(Note 22) (3,703) — — — — (3,703)
Exchange difference arising

from the translation of

accounts of foreign

subsidiaries — 225 — — — 225
Loss for the year — — —  (143,775) —  (143,775)
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At 3Ist December 2003 631,807 2,069 883  (377,151) 390 257,998
At Ist January 2004 631,807 2,069 883  (377,151) 390 257,998
Exchange difference

arising from the

translation of

accounts of foreign

subsidiaries — 9) — — — 9
Profit for the year — — — 2,526 — 2,526
At 3 st December 2004 631,807 2,060 883  (374,625) 390 260,515
The Company and

subsidiaries 631,807 2,069 883  (386,837) 390 248,312
Associated company — — — 9,686 — 9,686
At 3Ist December 2003 631,807 2,069 883  (377,151) 390 257,998
The Company and

subsidiaries 631,807 2,060 883  (391,289) 390 243,851
Associated company — — — 16,664 — 16,664

At 3Ist December 2004 631,807 2,060 883  (374,625) 390 260,515
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24 RESERVES - continued

Capital
Share Translation Capital Accumulated redemption
premium reserve reserve losses reserve Total
HK$000 HK$000 HK$000 HK$000 HK$000 HK$000
(Note (iii)) (Note (i)
and (jii))

Company

At Ist January 2003 635,510 — 2,687  (233,336) 390 405,251

Write-off of share issuance

expenses related to
the Open Offer (Note 22) (3,703) — — — — (3,703)

Loss for the year — — —  (143,550) —  (143,550)

At 3Ist December 2003 631,807 — 2,687  (376,886) 390 257,998

At Ist January 2004 631,807 — 2,687  (376,886) 390 257,998

Loss for the year — — — (7,828) — (7,828)

At 3Ist December 2004 631,807 — 2,687  (384,714) 390 250,170

(i) Capital reserve of the Group represents the difference between the nominal value of the shares of the
subsidiaries acquired pursuant to a group reorganisation in February 1995, and the nominal value of
the Company’s shares issued in exchange therefor.

Capital reserve of the Company represents the excess of the fair value of the shares of the subsidiaries
acquired pursuant to the same group reorganisation, over the nominal value of the Company’s shares
issued in exchange therefor.

(i) In accordance with the relevant PRC regulations, subsidiaries of the Company established in the PRC
are required to transfer a certain percentage of their profit after taxation, if any, to certain statutory
reserves which comprise the statutory reserve and the enterprise expansion fund.The percentage of
the transfer is determined by statute or the board of directors of the subsidiaries. During the year
ended 3 Ist December 2004, no transfer was made by the subsidiaries (2003: Nil).

(iii) Under the Companies Law (2001 Second Revision) of the Cayman Islands, the funds in the share

premium account and the capital reserve of the Company are distributable to the shareholders of the
Company provided that immediately following the date on which the dividend is proposed to be
distributed, the Company will be in a position to pay off its debts as they fall due in the ordinary course
of business.At 3|st December 2004, in the opinion of the directors, the Company had no reserves
available for distribution to its shareholders.
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25 DEFERRED TAXATION

Deferred income tax assets are recognised for tax loss carry forwards to the extent that realisation of the
related tax benefit through the future taxable profits is probable. The Group has unrecognised tax losses for
the operation in Hong Kong and PRC of approximately HK$189,557,000 and HK$241,669,000 (2003:
HK$156,717,000 and HK$246,932,000), respectively, which are subject to the agreement by relevant tax
authorities.The tax loss generated from Hong Kong operations has no expiry date while the tax losses from
PRC operations will expire in the period of 2005 to 2009.There were no other significant unprovided
deferred tax liabilities at 3 st December 2004.

26 NOTES TO CONSOLIDATED CASH FLOW STATEMENT

(@) Reconciliation of profit/(loss) before taxation to net cash inflow/(outflow) from operations:

2004 2003
HK$°000 HK$°000
Profit/(loss) before taxation 10,829 (136,322)
Provision for doubtful debts
Trade receivables 3,094 1,517
Amount due from an associated company — 1,252
Deposits and other receivables — 1,591
80 Provision for onerous contract — 13,760
Write-off of doubtful debts for amount due from
an associated company — 401
Depreciation 12,014 13,832
Loss on disposals of fixed assets 58 340
Impairment loss on fixed assets 795 =
Impairment loss on intangible assets — 14,065
Amortisation of intangible assets 59,945 67,007
Amortisation of goodwill on acquisition of
an associated company 1,268 1,268
Share of profit of an associated company (32,273) (24,532)
Interest expense 29 1,568
Operating profit/(loss) before working capital changes 55,759 (44,253)
(Increase)/decrease in prepayments, deposits
and other receivables (21,561) 15,300
Decrease/(increase) in other non-current assets 489 (17)
Decrease in long-term payables (5,696) (6,238)
Decrease/(increase) in inventories 3,060 (1,991)
Increase in trade receivables (8,054) (4,560)
Decrease in trade payables, provisions,
accrued liabilities and other payables (18,891) (38,176)
Increase in deferred income 17,676 10,433
(Decrease)/increase in amount due to
a joint venture partner (406) 142
Increase/(decrease) in amounts due to related companies 78 (78)
Decrease in pledged bank deposits 24| =
Decrease in restricted cash 1,699 84
Increase/(decrease) in amount due to an associated company 15,387 (7,462)

Net cash inflow/(outflow) from operations

39,781 (76,816)
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26 NOTES TO CONSOLIDATED CASH FLOW STATEMENT - continued

(b) Major non-cash transactions

During the year, deposits for fixed assets amounting to HK$7,752,000 were transferred to fixed assets
as the advertising display panels were received during the year.

Deposits for intangible assets amounting to HK$76,998,000 were transferred to intangible assets as
the rights to place advertisements on specially designed newspaper kiosks were obtained.

(c) Analysis of balance of cash and cash equivalents

2004 2003
HK$°000 HK$°000
Bank balance and cash 92,281 55,281
Less: Non-cash and cash equivalents — (1,699)
92,281 53,582
27 COMMITMENTS
(a) Capital commitments for fixed assets — Group 8l
2004 2003
HK$°000 HK$°000
Authorised and contracted for 2,111 2,111
(b) Capital commitments for investment — Group
2004 2003
HK$°000 HK$°000

Authorised and contracted for 29,524 1,233
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27 COMMITMENTS - continued

(c) Commitments under operating leases

(i)

(ii)

(iii)

At 31st December 2004, the Group had future aggregate minimum lease payments under non-
cancellable operating leases as follows:

Land and buildings Others
2004 2003 2004 2003
HK$’000 HK$’000 HK$’000 HK$’000
Not later than one year 6,941 8,418 — 230

Later than one year and

not later than five years 9,531 6,570 — —
Later than five years — 1 — —
16,472 15,099 — 230

The Group has entered into certain media rental contracts under which the Group has committed
to pay to various media owners concession fees calculated based on various arrangements as
stipulated in the respective contracts.At 3 |st December 2004, the Group had future aggregate
minimum concession fee payments under the aforementioned contracts as follows:

2004 2003

HK$’000 HK$’000

Not later than one year 92,414 139,902
Later than one year and not later than five years 351,817 330,207
Later than five years 632,890 698,026
1,077,121 1,168,135

The above operating commitments only include those for basic concession fees and do not
include any additional fees payable.Additional concession fees would be determined based on the
actual media rental revenue generated.

The Group has undertaken to guarantee that the Chinese joint venture partner’s share of BJ
Metro’s distributable profit will not be lower than RMB 13,000,000 (approximately HK$12,150,000)
each year effective from |st January 2000 for the remaining tenure of the joint venture for each
year over the remaining joint venture period until 2015 (Note 16).
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28 RELATED PARTY TRANSACTIONS

During the year, the Group undertook the following significant related party transactions, which were
carried out in the normal course of the Group’s business:

Note 2004 2003
HK$°000 HK$°000
Income
Equipment leasing income from
Pro Photo Processing Limited (“PP”) 0] 2 14
Sales of materials to PP (i) 141 149
Agency commission income for
marketing services from BJ Metro (ii) 5,170 3,901
Costs and expenses
Sub-contracting fees charged by PP (i) 507 398
Administrative expenses charged by PP (i) 329 387
Media rental costs to B] Metro (ii) 1,324 1,600
Agency commission expenses charged by B] Metro (ii) 604 302

(i) PP is a minority shareholder of Digital Photo Limited. Income from leasing of equipment and sales of materials
are determined based on a cost recovery basis. Sub-contracting fees charged by PP were determined based on
terms as agreed between the two parties. Administrative expenses charged by PP were determined based on
cost recovery.

(ii)  BJ Metro is an associated company of the Group.Agency commission income and expenses is determined based
on the agreement executed between the two parties.The commission is based on 12.5% of the sales contract
amounts. Media rental costs charged by B] Metro is determined based on negotiations between the two parties
in the ordinary course of business.

Save as disclosed in other notes to the accounts, balances with the related companies are unsecured, non-
interest bearing and have no fixed terms of repayment.
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29

30

31

RETIREMENT BENEFIT OBLIGATION

The Group has participated in the defined contribution Mandatory Provident Fund (the “MPF Scheme”) in
Hong Kong since |st December 2000, in which all the employees are entitled to join this scheme.The assets
of the MPF Scheme are held separately from those of the Group and are managed by independent professional
fund managers. Under the MPF Scheme, the Group makes monthly contributions to the MPF Scheme based
on 5% of the employees’ basic salaries with the maximum amount of contribution by each of the Group and
the employees limited to HK$12,000 per annum per person. Contributions in excess of the 5% or HK$ 1,000
per month limit are made to the MPF Scheme as voluntary contribution by the Group and its Hong Kong
employees so as to maintain the previous level of contributions before the MPF Scheme was established.
The pension cost charged to the consolidated profit and loss account represents contributions paid or
payable by the Group at the aforesaid rates.VWhere employees leave the scheme prior to the full vesting of
their contributions, the amount of forfeited voluntary contributions is used to reduce the future voluntary
contributions payable by the Group. During the year, the Group’s contributions to the MPF Scheme were
approximately HK$364,000 (2003: HK$44,000) after deduction of forfeited voluntary contributions of
approximately HK$225,000 (2003: HK$712,000).

All subsidiaries of the Company in the PRC provide government-sponsored defined contribution retirement
schemes for its full-time employees. The subsidiaries and the employees are required to contribute 19% and
7% respectively of the employees’ average salary to the schemes, and the subsidiaries have no further
obligation for actual pension payments or post-retirement benefits beyond the annual contributions.The
government sponsored retirement plan is responsible for the entire pension obligations payable to retired
employees. During the year, the PRC subsidiaries contributed approximately HK$2,503,000 (2003:
HK$1,294,000).

POST BALANCE SHEET EVENT

The suspension of trading in the shares

At the request of the Company trading in the shares on the Growth Enterprise Market of the Stock
Exchange of Hong Kong Limited was suspended on |7th March 2005 pending a further announcement in
relation to certain price sensitive information. A further announcement will be made as soon as possible
together with a request for the resumption of trading in the shares of the Company.

APPROVAL OF ACCOUNTS

The accounts were approved by the board of directors on 21st March 2005.
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RESULTS

Turnover

Net profit/(loss) attributable to
shareholders

ASSETS AND LIABILITIES

Total assets
Total liabilities

Notes:

2000 2001 2002 2003 2004
HK$'000  HK$000  HK$000  HK$O000  HK$000
418,781 473,882 370672 375568 | 439,601
12,714 3461  (252,783)  (143,775) 2,526
2000 2001 2002 2003 2004
HK$'000  HK$000  HK$000  HK$O000  HK$000
633,166 783707 695,795 631,528 | 638542

(307,019)  (452,312)  (229.952)  (189,731) | (196,131)
326,147 331,395 465843 441,797 | 44241
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I.  The Company was incorporated in the Cayman Islands on 27th February 1995 and became the holding company of
the companies now comprising the Group, as a result of the reorganisation took place in June 2001 regarding the
acquisition of the entire share capital of Top Result Interactive Group through a share exchange.

2.  The results, assets and liabilities of the Group for the two years ended 3 |st December 2003 and 2004 have been
extracted from the audited consolidated profit and loss account and consolidated balance sheet as set out on the

accounts.

3.  The results,assets and liabilities of the Group for the year ended 3|st December 2002 and 2001 have been extracted
from the Company’s 2002 Annual Report dated 27th March 2003.

4.  The results, assets and liabilities of the Group for the year ended 3 Ist December 2000 have been extracted from the
Company’s 2001 Annual Report dated 26th March 2002.
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NOTICE IS HEREBY GIVEN that the Annual General Meeting of MediaNation Inc. (the “Company”) will be
held at Room 6703, Two International Finance Centre, 8 Finance Street, Central, Hong Kong SAR on Monday, 9th
May 2005, at 2:00 p.m. for the following purposes:

I.  To consider, approve and adopt the audited financial statements of the Company for the year ended 3 st
December 2004, the report of the directors of the Company (the “Directors”) for the year ended 3|st
December 2004 and the report of the auditors of the Company (the “Auditors”) for the year ended 3 Ist
December 2004;

2  To re-elect retiring Directors, namely Mr. Cheung Leung Hong, Cliff, Mr. Johannes Schéter and Mr. Duck
Young Song for a further and additional term of three years from the date of the Annual General Meeting,
and to authorise the Board of Directors to determine the Directors’ fees;

3.  To re-appoint the Auditors and to authorise the Board of Directors to determine their remuneration;

4 As special business, to consider and, if thought fit, pass, with or without modifications, the following resolution
upon the terms set out below which will be proposed as an ordinary resolution (Note 3):

“4. MANDATETO ALLOT SHARES
THAT:-

86 (@) subject to paragraph (c) below, pursuant to the Rules Governing the Listing of Securities on the
Growth Enterprise Market of The Stock Exchange of Hong Kong Limited (the “GEM Listing Rules”),
the exercise by the directors of the Company (“Directors”) during the Relevant Period (as defined
below) of all the powers of the Company to allot, issue and deal with unissued ordinary shares of
HK$0.10 each in the capital of the Company (“Shares”) and to make or grant offers, agreements and
options which might require the exercise of such power be and is hereby generally and unconditionally
approved;

(b) the approval in paragraph (a) above shall authorise the Directors during the Relevant Period to make
or grant offers, agreements and options which might require the exercise of such powers after the end
of the Relevant Period;

(c) the aggregate nominal amount of share capital allotted, issued or dealt with or agreed conditionally or
unconditionally to be allotted, issued or dealt with (whether pursuant to an option or otherwise) by
the Directors pursuant to the approval in paragraph (a) above, otherwise than pursuant to:-

() a Rights Issue (as defined below); or

(ii) the exercise of the subscription rights under any option scheme of the Company or similar
arrangement for the time being adopted for the grant or issue to participants of such scheme or
arrangement or rights to acquire Shares; or

(iii) any issue of Shares upon the exercise of the subscription rights attaching to any warrants or
convertible notes of the Company or any securities which are convertible into Shares; or

(iv) any scrip dividend or similar arrangement providing for allotment of Shares in lieu of the whole
or part of a dividend on Shares in accordance with the Articles of Association of the Company

shall not exceed the aggregate of:-
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(A) 20 percent of the aggregate nominal amount of the share capital of the Company in issue at the
date of passing of this resolution;and

(B) an amount representing the aggregate nominal value of Shares repurchased by the Company
pursuant to the mandate referred to in ordinary resolution no.5 set out in the Notice of which
this resolution forms part, provided that such value shall not exceed |10 percent of the aggregate
nominal value of the share capital of the Company in issue on the date of the passing of the
ordinary resolution no.5 set out in the Notice of which this resolution forms part

and the said approval shall be limited accordingly; and

(d) for the purposes of this resolution:-

“Relevant Period” means the period from the date on which this resolution is passed until
whichever is the earliest of:-

()
(ii)

the conclusion of the next annual general meeting of the Company;

the expiration of the period within which the next annual general meeting of the Company
is required by the Articles of Association of the Company or the Companies Law of the
Cayman Islands or any other applicable law of the Cayman Islands to be held; and

(iii) the date on which the authority set out in this resolution is revoked or varied by an ordinary

resolution of the shareholders in general meeting; and

“Rights Issue” means an offer of Shares open for a period fixed by the Directors to
holders of Shares whose names appear on the register of members of the Company on a
fixed record date in proportion to their then holdings of such Shares (subject to such
exclusion or other arrangements as the Directors may deem necessary or expedient in
relation to fractional entitlements or having regard to any restrictions or obligations under
the laws of, or the requirements of any recognised regulatory body or any stock exchange
in any territory applicable to the Company).”

5. As special business, to consider and, if thought fit, pass, with or without modifications, the following
resolution upon the terms set out below which will be proposed as an ordinary resolution (Note 4):

“5. MANDATE TO REPURCHASE SHARES

THAT:-

(@)

(b)

subject to paragraph (b) below and subject to and in accordance with all applicable laws and
the requirements of the Rules Governing the Listing of Securities on the Growth Enterprise
Market of The Stock Exchange of Hong Kong Limited (the “GEM Listing Rules”), the
exercise by the directors of the Company (“Directors”) during the Relevant Period (as
defined below) of all the powers of the Company to repurchase ordinary shares of HK$0.10
each in the capital of the Company (“Shares”) on The Stock Exchange of Hong Kong
Limited, be and is hereby generally and unconditionally approved;

the aggregate nominal amount of the Shares which the Company is authorised to repurchase
pursuant to the approval in paragraph (a) above shall not exceed 10 percent of the aggregate
nominal amount of the share capital of the Company in issue at the date of the passing of
this resolution and the said approval shall be limited accordingly; and
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(c) for the purposes of this resolution:-

“Relevant Period” means the period from the date on which this resolution is passed
until whichever is the earliest of:-

(i) the conclusion of the next annual general meeting of the Company;

(ii) the expiration of the period within which the next annual general meeting of the
Company is required by the Articles of Association of the Company or the Companies
Law of the Cayman Islands or any other applicable law of the Cayman Islands to be
held; and

(iii) the date on which the authority set out in this resolution is revoked or varied by an
ordinary resolution of the shareholders in general meeting.

By Order of the Board
Cheng Ka Chung
Company Secretary

Hong Kong, 30th March 2005

Head office and principal place of business:
Room 3507, 35th Floor

The Center

99 Queen’s Road Central

Hong Kong SAR

Registered office:
PO. Box 309
Ugland House
George Town
Grand Cayman
Cayman Islands

Notes:

I.  Each of the shareholders of the Company (or his proxy) shall exercise his voting rights according to the number of
Shares with voting rights represented by him and shall be entitled to one vote for each Share held.

2 Every shareholder of the Company entitled to attend and vote at the Annual General Meeting is entitled to appoint
one or more proxies to attend and, on a poll, vote in his stead.A proxy need not be a shareholder of the Company.A
proxy form is attached.To be valid, a form of proxy and the power of attorney or other authority (if any) under which
it is signed or a notarially certified copy of that power or authority, must be deposited at the Company’s branch share
registrar and transfer office in Hong Kong SAR at Computershare Hong Kong Investor Services Limited at Rooms
1712-1716, 17th Floor, Hopewell Centre, 183 Queen’s Road East, Hong Kong SAR not less than 48 hours before the
time appointed for holding the Annual General Meeting. Completion and delivery of the form of proxy will not

preclude a shareholder from attending and voting at the Annual General Meeting in person if the shareholder so

desires.
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3. In relation to the proposed Resolution No. 4 above, approval is being sought from the shareholders of the Company
for the grant to the Directors of a general mandate to authorise the allotment and issue of shares pursuant to the
Rules Governing the Listing of Securities on the Growth Enterprise Market of The Stock Exchange of Hong Kong
Limited (the “GEM Listing Rules”).The Directors have no immediate plans to issue any new securities of the Company
pursuant to the said general mandate other than shares which may fall to be issued upon the exercise of any options
granted under the share option scheme of the Company or any scrip dividend scheme.

4 Adcircular appended with an explanatory statement containing further details regarding the proposed Resolution No.
5 above of the notice of this Annual General Meeting as required by the GEM Listing Rules will be dispatched to the
shareholders of the Company together with the 2004 annual report.

5. If two or more persons are joint holders of a share of the Company, the vote of the senior who tenders a vote,
whether in person or by proxy, will be accepted to the exclusion of the other joint holder(s). For this purpose,
seniority shall be determined by the order in which the names stand in the register of members of the Company in
respect of the joint holding.

6. Inrelation to the proposed Resolution No. 2 above, the details of the directors proposed to be re-elected, namely Mr.
Cheung Leung Hong, Cliff, Mr. Johannes Schéter and Mr. Duck Young Song are as below:

Mr. Cheung Leung Hong, CIiff

Mr. Cheung Leung Hong, Cliff, aged 43, became a non-executive director of the Company in March 1998. He is the
managing director and chief investment officer of PAMA Group and a member of its investment committee.
PAMA Group, is one of the largest and longest established private equity firms inAsia. Since joining PAMA in 1986
at its inception, Mr. Cheung has held various investment and post investment responsibilities with PAMA in Asia
and with the corporate finance and leverage buyout groups of The Prudential Insurance Company of America in
the United States. Prior to joining PAMA, Mr. Cheung worked with the Hong Kong branch of Hamburgische
Landesbank and the investment team of American International Assurance Co., Ltd. in Hong Kong. Mr. Cheung
holds the Chartered Financial Analyst designation and is a graduate of the University of Hong Kong.

Mr. Cheung has no service contract with the Company and is not appointed for specific terms.A fixed annual fee
will be paid to Mr. Cheung as remuneration for his services rendered as a non-executive director of the Company,
which is determined based on the estimated time to be spent by him on the Company’s matter.

SMI Investors (PAPE Il) Limited, one of the substantial shareholders of the Company, belongs to PAMA Group in
which Mr. Cheung is its managing director. In addition, a director of PAMA Group, namely Ms. Ho Ming Yee, is a
non-executive director and a member of the audit committee of the Company. Save as the above, Mr. Cheung
does not have any relationship with any other directors, senior management, substantial shareholders or controlling
shareholders of the Company. Mr. Cheung does not have any interests in shares of the Company within the
meaning of Part XV of the Securities and Future Ordinance. Mr. Cheung is currently a director of Meritz Securities
Company Limited and was previously a director of KorAm Bank. Save as disclosed herein, there are no other
matters that need to be brought to the attention of the Company’s shareholders.
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Mr. Johannes Schoter

Mr. Johannes Schéter, aged 49, became an independent non-executive director of the Company in July 2002. He
is also the managing partner of Victoria Capital Limited in Hong Kong.Victoria Capital is a corporate finance
advisory firm with main activities in merger and acquisition and fundraising. Mr. Schéter joined Deutsche Bank
AG (“DB”) in 1979 after his graduation from university and became the chief representative of DB in Beijing in
1983 till 1988. Mr. Schéter returned to Germany afterwards and joined the Duisburg branch of DB as general
manager. In 1991 Mr. Schéter was appointed as the general manager of Tokyo branch of DB. Mr. Schéter became
the general manager of DB for China, Hong Kong and Macau in 1995 before he founded Victoria Capital in 1998
together with a partner. Mr. Schéter holds a master degree in business administration from the Augsburg University
in 1978.

Mr. Schéter has no service contract with the Company and is not appointed for specific terms.A fixed annual fee
will be paid to Mr. Schéter as remuneration for his services rendered as an independent non-executive director
and chairman of the audit committee of the Company, which is determined based on the estimated time to be
spent by him on the Company’s matter.

Mr. Schoter does not have any relationships with any directors, senior management, management shareholders,
substantial shareholders, or controlling shareholders of the Company. Mr. Schéter holds 10,152,000 ordinary
shares of HK$0.| each in the Company and 1,000,000 share options with exercise price HK$0.1 |5 pursuant to
the Company’s share option scheme approved on 8th January 2002. Mr. Schéter did not hold any directorships in
listed public companies in the last three years. Save as disclosed herein, there are no other matters that need to
be brought to the attention of the Company’s shareholders.

Mr. DuckYoung Song

Mr. Duck Young Song, aged 61, became an independent non-executive director of the Company in September
2004. He is currently the chairman and chief executive officer of Diageo Korea Co., Ltd.and a partner of Gravitas
Partnership, Ltd.,a business consulting group specializing in Asian markets. Mr. Song is an experienced international
executive with 20 years of multi-market operational experience in Asia and |3 years in advertising and marketing
communication in the United States combined. For the past five years, Mr. Song was the chief executive officer
and president of Philip Morris Asia, responsible for restructuring and expanding the firm’s business for the entire
region except Japan. Prior to that, he was the chief executive officer of Philip Morris Korea for ten years where
he successfully established the firm’s business operation from top to bottom. Before relocating to Asia, Mr. Song
spent |3 years in the advertising and marketing communication industry in the United States combined, with the
last position as the president of Song Communications. He embarked on his career as an account executive with
Ogilvy & Mather, Inc. in the United States. Mr. Song graduated from the University of lllinois in 1968 with a
bachelor of science degree in industrial management and received a master of business administration degree in
marketing from Wharton Graduate Business School, University of Pennsylvania in 1969.

Mr.Song has no service contract with the Company and is not appointed for specific terms.A fixed annual fee will
be paid to Mr. Song as remuneration for his services rendered as an independent non-executive director of the
Company, which is determined based on the estimated time to be spent by him on the Company’s matter.

Mr. Song does not have any relationships with any directors, senior management, management shareholders,
substantial shareholders, or controlling shareholders of the Company. In addition, Mr. Song does not have any
interests in shares of the Company within the meaning of Part XV of the Securities and Future Ordinance. Mr.
Song did not hold any directorships in listed public companies in the last three years. Save as disclosed herein,
there are no other matters that need to be brought to the attention of the Company’s shareholders.




