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USE OF CERTAIN DEFINED TERMS

Except as otherwise indicated by the context, in this annual report:

"ADS" refers to our American depositary shares, each of which represents two ordinary shares;

"China" or "PRC" refers to the People's Republic of China, excluding, for the purpose of this annual report only, Hong Kong, Macau and Taiwan;
"ordinary shares" refers to our ordinary shares, par value US$0.001 per share;

"preferred shares" refers to our Series A redeemable convertible preferred shares and Series B redeemable convertible preferred shares, all of which
were converted into our ordinary shares upon the completion of our initial public offering on November 13, 2007;

"RMB" or "Renminbi" refers to the legal currency of Ching;

e "U.S. dollars", "$", "US$" or "dollars" refers to the legal currency of the United States; and

e "we", "us", "our", the "Company" or "AirMedia" refers to the combined business of AirMedia Group Inc. , its consolidated subsidiaries, its variable
interest entities ("VIEs") and VIESs' subsidiaries.

Although AirMedia does not directly or indirectly own any equity interests in its consolidated variable interest entities or their subsidiaries, AirMedia is the
primary beneficiary of and effectively controls these entities through a series of contractual arrangements with these entities and their record owners. We have
consolidated the financial results of these variable interest entities and their subsidiaries in our consolidated financial statements in accordance with the
Generally Accepted Accounting Principles of the U.S., or U.S. GAAP. See "ltem 4. Information on the Company—C. Organizational Structure,”" "ltem 7.
Major Shareholders and Related Party Transactions—B. Related Party Transactions" and "ltem 3. Key Information—D. Risk Factors" for further information
on our contractual arrangements with these parties.




FORWARD-LOOKING INFORMATION

This annual report on Form 20-F contains statements of a forward-looking nature. These statements are made under the "safe harbor provisions" of the U.S.
Private Securities Litigation Reform Act of 1995.

You can identify these forward-looking statements by words or phrases such as "may," "will," "expect,” "anticipate,” "aim," "estimate," "intend," "plan,"
"believe," "likely to" or other similar expressions. We have based these forward-looking statements largely on our current expectations and projections about
future events and financial trends that we believe may affect our financial condition, results of operations, business strategy and financial needs. These
forward-looking statements include but are not limited to:

our growth strategies;

our future business development, results of operations and financial condition;

our plans to expand our air travel advertising network into additional locations, airports and airlines;

our plans to expand our advertising network into other out-of-home advertising platforms such as billboards and light boxes located at gas stations and
large LED screens at selected airports;

competition in the advertising industry and the air travel advertising industry in China;

the expected growth in consumer spending, average income levels and advertising spending levels;

the growth of the air travel sector in China; and

PRC governmental policies relating to the advertising industry.

Also, forward-looking statements represent our estimates and assumptions only as of the date of this annual report. You should read this annual report and the
documents that we referred and filed as exhibits to this report in their entirety and with the understanding that our actual future results may be materially
different from what we expect. Except as required by law, we assume no obligation to update any forward-looking statements publicly, or to update the
reasons actual results could differ materially from those anticipated in any forward-looking statements, even if new information becomes available in the
future.




PART I

ITEM LIDENTITY OF DIRECTORS, SENIOR MANAGEMENT AND ADVISERS
Not applicable.

ITEM 2.0FFER STATISTICS AND EXPECTED TIMETABLE
Not applicable.

ITEM 3.KEY INFORMATION
A. Selected Financial Data

Selected Consolidated Financial Data

The following table represents our selected consolidated financial information. The selected consolidated statement of operations data for the years ended
December 31, 2009, 2010 and 2011 and the consolidated balance sheet data as of December 31, 2010 and 2011 have been derived from our audited
consolidated financial statements, which are included in this annual report. The selected consolidated statement of operations data for the years ended
December 31, 2007 and 2008 have been derived from our audited financial statements for the relevant periods, which are not included in this annual report.
The selected consolidated balance sheet data as of December 31, 2007, 2008 and 2009 have been derived from our audited financial statements for the
relevant periods, which are not included in this annual report. Our consolidated financial statements are prepared and presented in accordance with U.S.
GAAP.

In the following table, the "billboards on gate bridges in airports" category and part of the original "other displays" category traditionally used in our revenue
presentation in our annual report on Form 20-F for the year ended December 31, 2008 were combined and reclassified as one category, "traditional media in
airports,” which includes revenues from all traditional forms of media in airports, such as billboards, light boxes and gate bridges in airport advertising. The
remaining part of the original "other displays" category, mainly consisting of revenues from advertising displays on digital TV screens on airport shuttle buses
and logos for various display equipment in airports, is now reclassified as the "other revenues in air travel" category. The "gas station media network"
category consists of advertising platforms such as billboards and light boxes located in some gas stations of China Petroleum & Chemical Corporation
Limited, or Sinopec. Revenues now also include a new "other media™ category, which represents primarily revenues from AirMedia City (Beijing) Outdoor
Advertising Co., Ltd., a PRC company, or AM Outdoor, acquired by our variable interest entity, AirMedia Group Co., Ltd., formerly known as Beijing
AirMedia Advertising Co., Ltd., a PRC company, or AM Advertising, in January 2010, which operates unipole signs and other outdoor media.

These selected consolidated financial data below should be read in conjunction with, and are qualified in their entirety by reference to, our consolidated
financial statements and related notes included elsewhere in this annual report and "Item 5. Operating and Financial Review and Prospects” below. Our
historical results do not necessarily indicate results expected for any future periods.




Year Ended December 31,

2007

2008

2009

2010

2011

Consolidated Statement of Operations Data:
Revenues:
Air Travel Media Network

Digital frames in airports $

Digital TV screens in airports
Digital TV screens on airplanes
Traditional media in airports
Other revenues in air travel
Gas Station Media Network
Other Media

(In thousands of U.S. Dollars, except share, per share and per ADS data)

Total revenues

Business tax and other sales tax
Net revenues
Cost of revenues

Gross profit

Operating expenses:

Selling and marketing (including share-based compensation of $274,
$1,158, $1,540, $2,424 and $1,422 in 2007, 2008, 2009, 2010 and
2011, respectively)

General and administrative (including share-based compensation of
$18,831, $3,805, $4,226, $5,547 and $3,192 in 2007, 2008, 2009,
2010 and 2011, respectively)

Impairment of goodwill

Impairment of intangible assets

Total operating expenses

(Loss)/Income from operations

Interest income

Gain on remeasurement of fair value of cost and equity method
investments (net)

Other income, net

(Loss)/Income before income taxes

Income tax benefits (expenses)
(Loss)/Income before share of income/(loss) on equity method
investments

Share of (loss)/income on equity method investments
Net (loss)/income

Less: Net (loss)/income attributable to noncontrolling interests
Net (loss)/income attributable to AirMedia Group Inc.'s shareholders

Net (loss)/income attributable to AirMedia Group Inc.'s shareholders
per ordinary share—basic

Net (loss)/income attributable to AirMedia Group Inc.'s shareholders
per ordinary share—diluted

Net (loss)/income attributable to AirMedia Group Inc.'s shareholders

per ADS —basic®)

Net (loss)/income attributable to AirMedia Group Inc.'s shareholders

per ADS —diluted(®)

Weighted average shares used in calculating net (loss)/income per

ordinary share—basic

Weighted average shares used in calculating net (loss)/income per

ordinary share—diluted

(1) Each ADS represents two ordinary shares.

1,263 $ 45011 $ 66,255 $ 113,196 $ 126,539
26,921 47,591 37.260 28,905 21,937
11,093 19,227 17,082 27,564 26,734
1,872 6,490 27,192 48,418 73,535
2,462 7.221 4,639 4,063 6.416
— — 102 3,664 12,873
— — — 10,650 9.787
43,611 125,540 152,530 236,460 277,821
(1,983) (6,107) (3,102) (5,955) (7,197)
41,628 119,433 149,428 230,505 270,624
(21,365) (70,995) (147,541) (197,908) (244.470)
20,263 48,438 1,887 32,597 26,154
(4,813) (10,171) (13,439) (18,112) (18,238)
(21,982) (14,374) (34,936) (24,646) (22,004)
(1,003)
. . ; (1,000) (656)
(26,795) (24,545) (48,375) (43,758) (41,901)
(6,532) 23,893 (46,488) (11,161) (15,747)
1,745 5,379 2,025 694 1,242

— — — 919
— 1,135 1,239 940 1,848
(4,787) 30,407 (43,224) (8,608) (12,657)
195 498 6,032 735 (266)
(4,592) 30,905 (37,192) (1,873) (12,923)
(520) (325) 164 290 243
(5,112) 30,580 (37,028) (7,583) (12,680)
®) 382 211 (2,666) (3,084)
$  (5110)$ 30,198 $ (37,239) $ (4.917) $ (9,596)
$ 0.12) $ 023 $ (0.28) $ (0.04) $ (0.07)
$ 0.12) $ 022 $ (0.28) $ (0.04) $ (0.07)
$ (0.23) $ 045 $ (0.57) $ 0.07) $ (0.15)
$ (0.23) $ 044 $ (0.57) $ 0.07) $ (0.15)
73,469,589 133,603,419 131,320,730 131,252,115 129,537,955
73,469,589 137,782,135 131,320,730 131,252,115 129,537,955




The following table presents a summary of our consolidated balance sheet data as of December 31, 2007, 2008, 2009, 2010 and 2011:

As of December 31,
(In thousands of U.S. Dollars)
2007 2008 2009 2010 2011

Balance Sheet Data:

Cash $ 210915 $ 161,534 $ 123,754 $ 106,505 $ 112,734
Total assets 266,859 329,891 316,651 347,186 361,468
Total liabilities 9,257 28,208 50,372 70,470 91,410
Total AirMedia Group Inc.'s shareholders' equity 257,605 300,730 263,042 275,668 272,148
Noncontrolling interests ®3) 953 3,237 1,048 (2,090)
Total equity $ 257602 $ 301,683 $ 266,279 $ 276,716 $ 270,058

Exchange Rate Information

Our reporting and financial statements are expressed in the U.S. dollar, which is the reporting and functional currency of our Cayman Islands parent company.
However, substantially all of the revenues and expenses of our consolidated operating subsidiaries and variable interest entities are denominated in RMB. The
conversion of RMB into U.S. dollars in this annual report is based on the noon buying rate in The City of New York for cable transfers of RMB as certified
for customs purposes by the Federal Reserve Bank of New York. Unless otherwise noted, all translations from RMB to U.S. dollars and from U.S. dollars to
RMB in this annual report were made at a rate of RMB6.2939 to US$1.00, the noon buying rate in effect as of December 30, 2011. We make no
representation that any RMB or U.S. dollar amounts could have been, or could be, converted into U.S. dollars or RMB, as the case may be, at any particular
rate, the rates stated below, or at all. The Chinese government imposes control over its foreign currency reserves in part through direct regulation of the
conversion of RMB into foreign exchange. On April 6, 2012, the noon buying rate was RMB6.3052 to US$1.00.

The following table sets forth information concerning exchange rates between the RMB and the U.S. dollar for the periods indicated. These rates are provided
solely for your convenience and are not necessarily the exchange rates that we used in this annual report or will use in the preparation of our periodic reports

or any other information to be provided to you.




Noon Buying Rate (1)

Average @ Low High

Period (RMB per US$1.00)

2007 7.5806

2008 6.9459

2009 6.8307

2010 6.7603

2011 6.4475

October 2011 6.3534 6.3825
November 2011 6.3400 6.3839
December 2011 6.2939 6.3733
January 2012 6.2940 6.3330
February 2012 6.2935 6.3120
March 2012 6.2975 6.3315

Q) For periods prior to January 1, 2009, the exchange rates reflect the noon buying rates as reported by the Federal Reserve Bank of New York. For
periods after January 1, 2009, the exchange rates reflect the noon buying rates as set forth in the H.10 statistical release of the Federal Reserve Board.

) Annual averages are calculated from the average of the exchange rates on the last day of each month during the period.
B. Capitalization and Indebtedness

Not applicable.

C. Reasons for the Offer and Use of Proceeds
Not applicable.

D. Risk Factors

An investment in our capital stock involves a high degree of risk. You should carefully consider the risks described below, together with all of the other
information included in this annual report, before making an investment decision. If any of the following risks actually occurs, our business, financial
condition or results of operations could suffer. In that case, the trading price of our capital stock could decline, and you may lose all or part of your
investment.

RISKS RELATED TO OUR BUSINESS
We have incurred net losses in the past and may incur losses in the future.

We have incurred net losses for certain periods in the past. We pay concession fees to airports for placing and operating our digital displays, to airlines for
placing our programs on their digital TV screens, and to airports and gas stations for placing and operating our advertisements on traditional media platforms
such as light boxes and billboards. These fees constitute a significant part of our cost of revenues and are mostly fixed under the concession rights contracts
with an escalation clause; payments are usually due three or six months in advance. However, our revenues may fluctuate significantly from period to period
for various reasons. For instance, when new concession rights contracts are signed during a period, additional concession fees are incurred immediately, but it
may take some time for us to create revenues from these concession rights contracts because it takes time to find advertisers for the time slots and locations
made available under these new contracts. If our revenues decrease in a given period, we may be unable to reduce our cost of revenues as a significant part of
our cost of revenues is fixed, which could materially and adversely affect our business and results of operations and lead to a net loss for that period.

We have a limited operating history, which may make it difficult for you to evaluate our business and prospects.

We began our business operations in August 2005. Our limited operating history may not provide a meaningful basis for you to evaluate our business,
financial performance and prospects. It is also difficult to evaluate the viability of our air travel advertising network because we do not have sufficient
experience to address the risks frequently encountered by early stage companies using new forms of advertising media and entering new and rapidly evolving
markets. Certain members of our senior management team have worked together for only a relatively short period of time and it may be difficult for you to
evaluate their effectiveness, on an individual or collective basis, and their ability to address future challenges to our business. Because of our limited operating
history, we may not be able to:




 preserve our market position in the air travel advertising market in China;

manage our relationships with airports and airlines to retain existing concession rights contracts and obtain new concession rights contracts on
commercially advantageous terms or at all;

retain existing and acquire new advertisers and third party content providers;

secure a sufficient number of low-cost digital frames and digital TV screens from our suppliers;

manage our expanding operations, including effectively integrating acquired businesses;

successfully expand into other advertising media platforms, including traditional media platforms in airports, gas station media platforms and outdoor
media platforms;

respond to competitive market conditions;

respond to changes in the PRC regulatory regime;

maintain adequate control of our costs and expenses; or

attract, train, motivate and retain qualified personnel.

If advertisers or the viewing public do not accept, or lose interest in, our air travel advertising network, we may be unable to generate sufficient cash flow
from our operating activities and our business and results of operations could be materially and adversely affected.

The market for air travel advertising network in China is relatively new and its potential is uncertain. We compete for advertising spending with many forms
of more established advertising media such as television, print media, Internet and other types of out-of-home advertising. Our success depends on the
acceptance of our air travel advertising network by advertisers and their interest in this medium as a part of their advertising strategies. In this annual report,
the term “advertisers” refer to the ultimate brand-owners whose brands and products are being publicized by our advertisements, including both advertisers
that purchase advertisements directly from us and advertisers that do so through third-party advertising agencies. Our advertisers may elect not to use our
services if they believe that consumers are not receptive to our media network or that our network is not a sufficiently effective advertising medium. If
consumers find our network to be disruptive or intrusive, airports and airplane companies may refuse to allow us to operate our air travel advertising network
in airports or to place our programs on airplanes, and our advertisers may reduce spending on our network.

Air travel advertising is a relatively new concept in China and in the advertising industry generally. If we are not able to adequately track air traveler
responses to our programs, in particular track the demographics of air travelers most receptive to air travel advertising, we will not be able to provide
sufficient feedback and data to existing and potential advertisers to help us generate demand and determine pricing. Without improved market research,
advertisers may reduce their use of air travel advertising and instead turn to more traditional forms of advertising that have more established and proven
methods of tracking the effectiveness of advertisements.

Demand for our advertising services and the resulting advertising spending by our advertisers may fluctuate from time to time, and our advertisers may reduce
the money they spend to advertise on our network for any number of reasons. If a substantial number of our advertisers lose interest in advertising on our
media network for these or other reasons or become unwilling to purchase advertising time slots or locations on our network, we will be unable to generate
sufficient revenues and cash flow to operate our business, and our business and results of operations could be materially and adversely affected.
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We may be adversely affected by a significant or prolonged economic downturn in the level of consumer spending in the industries and markets served by
our customers.

Our business is affected by the demand for our advertising time slots from our customers, which is determined by the level of business activity and economic
condition of our customers. The level of business activity of our customers is in turn determined by the level of consumer spending in the markets our
customers serve. Therefore, our businesses and earnings are affected by general business and economic conditions in China and abroad.

In 2011, the top three industries that advertise on our network were automobile, finance and high-end food and beverages, based on revenues derived from
advertisers in these industries. Any significant or prolonged slowdown or decline of the PRC and global economy will affect consumers’ disposable income
and consumer spending in these industries, and lead to a decrease in demand for our services. On March 11, 2011, Japan experienced a severe earthquake,
followed by deadly tsunamis that severely crippled a key nuclear plant and led to the release of dangerous levels of radiation. These events devastated large
parts of Japan and negatively affected its economy, including its automobile industry and the extended supply chain. Our business was heavily impacted in the
second quarter of 2011 due to the fact that the automobile industry was, and remains, one of our major advertising markets.

In 2012, China is expected to grow at a lower rate than in previous years. This may have a negative impact on the overall media industry in China, and makes
it more difficult for middle and small sized companies to maintain their profit levels in the future. Globally, the financial crisis in Europe and the United
States had a negative impact on our stock prices in 2011, and this impact may continue in 2012.

We derive a significant portion of our revenues from the provision of air travel advertising services. A contraction in the air travel advertising industry in
China may materially and adversely affect our business and results of operations.

Substantially all of our historical revenues have been and a significant portion of our expected future revenues will be generated from the provision of air
travel advertising services, in particular through the display of advertisements on digital frames located in airports and digital TV screens located in airports
and on airplanes. Most of our traditional advertising media platforms, such as billboards and painted advertisements on gate bridges and light boxes, and other
displays, such as logo displays and shuttle bus displays, are located in or near airports. A contraction in air travel advertising industry in China could have a
material adverse effect on our business and results of operations.

If we are unable to carry out our operations as specified in existing concession rights contracts, retain or renew existing concession rights contracts or to
obtain new concession rights contracts on commercially advantageous terms, we may be unable to maintain or expand our network coverage and our
costs may increase significantly in the future.

Our ability to generate revenues from advertising sales depends largely upon our ability to provide a large air travel advertising network for the display of
advertisements. However, we cannot assure you that we will be able to carry out our operations as specified in our concession rights contracts, and any failure
to perform may damage our relationships with advertisers and advertising agencies and materially and negatively affect our business.

We may also be unable to retain or renew concession rights contracts when they expire. Most of our concession rights contracts to operate advertising media
in airports and on airplanes typically have terms ranging from one to five years, with no automatic renewal provisions. As of December 31, 2011, we had in
total approximately 40 concession rights contracts to be renewed in the next twelve months, with aggregated concession fees of approximately $49 million.
We cannot assure you that we will be able to renew any or all of these contracts when they expire, and the terms of any renewal may not be commercially
advantageous to us. The concession fees that we incur under our concession rights contracts comprise a significant portion of our cost of revenues, but airports
and airlines tend to increase concession fees over time, so as some of our concession rights contracts terminate, we may experience a significant increase in
our costs of revenues when we renew these contracts. If we cannot pass increased concession costs onto our advertisers through rate increases, our earnings
and our results of operations could be materially and adversely affected. In addition, many of our concession rights contracts to operate in airports and on
airplanes contain provisions granting us certain exclusive concession rights. We cannot assure you that we will be able to retain these exclusivity provisions
when we renew these contracts. If we were to lose exclusivity, our advertisers may decide to advertise with our competitors or otherwise reduce their
spending on our network and we may lose market share.




Certain concession rights contracts allow the airports to terminate the contracts unilaterally without any compensation in certain circumstances. We cannot
assure you that our concession rights contracts will not be terminated, whether with or without justification. In addition, most of our concession rights
contracts were entered into with the advertising companies operated by or advertising agencies hired by airports or airline companies, and not with the airports
or airline companies directly. Although these advertising companies and agents have generally assured us in writing that they have the rights to operate
advertising media in airports or on airplanes and all of them have performed their contractual obligations, we cannot assure you that airports or airline
companies will not challenge or revoke the contractual concession rights granted to us by their advertising companies or agents; if such challenges or
revocations occur, our revenues and results of operations could be materially and adversely affected.

If we fail to perform under existing concession rights contracts, retain existing concession rights contracts or obtain new concession rights contracts on
commercially advantageous terms, we may be unable to maintain or expand our network coverage and our costs may increase significantly in the future.

A significant portion of our revenues has been derived from the six largest airports and three largest airlines in China. If any of these airports or airlines
experiences a material business disruption, we would likely incur substantial losses of revenues.

We derived a significant portion of our total revenues in 2011 from the six largest airports in China: Beijing Capital International Airport, Guangzhou Baiyun
International Airport, Shanghai Pudong International Airport, Shanghai Honggiao Airport, Chengdu Shuangliu International Airport, and Shenzhen Bao’an
International Airport. A material business disruption, major construction or renovation or natural disaster affecting any of the airports in our network could
negatively affect our advertising media in such airport or materially limit where we can place our advertising media.

In addition, we derived a significant portion of our advertising revenues in 2011 from the three largest domestic airlines in China: Air China, China Southern
Airlines, and China Eastern Airlines. If any of these airlines loses market share and we are not able to add other airlines or increase the revenues generated
from existing airlines in our network, our advertisers may decide to spend less on our advertising network.

We expect these six airports and three airlines to continue to contribute a significant portion of our revenues in the foreseeable future. If there were a material
business disruption in any of these airports or airlines, we would likely lose a substantial amount of revenues.

We depend on third-party program producers to provide the non-advertising content that we include in our programs. Failure to obtain high-quality
content on commercially reasonable terms could materially reduce the attractiveness of our network, harm our reputation and materially and adversely
affect our business and results of operations.

The programs on the majority of our digital TV screens include both advertising and non-advertising content. Third-party content providers such as Shanghai
Media Group, Travel Channel, Jiangsu TV and various other television stations and television production companies have contracts with us to provide the
majority of the non-advertising content played over our network, particularly on TV screens on aircrafts. In November 2010, we entered into a strategic
partnership with China Central Television International Mobile Media Ltd., or CCTV Mobile Media, a subsidiary of China Central Television, to operate a
TV channel of CCTV Mobile Media, or CCTV Air Channel, to broadcast TV programs in our digital TV screens located in airports. The partnership
agreement has a term of 15 years until November 28, 2025. There is no assurance that we will be able to renew these contracts or obtain non-advertising
content on satisfactory terms, or at all. In addition, some of the third-party content providers that currently do not charge us for their content may do so in the
future. To make our programs more attractive, we must continue to secure contracts with these and other third-party content providers. If we fail to obtain a
sufficient amount of high-quality content on a cost-effective basis, advertisers may find advertising on our network unattractive and may not wish to purchase
advertising time slots or locations on our network, which would materially and adversely affect our business and results of operations.
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One or more of our advertising agencies could engage in activities that are harmful to our reputation in the industry and to our business.

We engage third-party advertising agencies to help source advertisers from time to time. These third-party advertising agencies assist us in identifying and
introducing advertisers to us. In return, we pay fees to these advertising agencies if they generate advertising revenues for us. Fees that we paid to these third-
party agencies are calculated based on a pre-set percentage of revenues generated from the advertisers introduced to us by the third-party agencies and are
paid when payments are received from the advertisers. Our contractual arrangements with these advertising agencies do not provide us with control or
oversight over their everyday business activities, and one or more of these agencies may engage in activities that violate PRC laws and regulations governing
the advertising industry and related non-advertising content, or other laws and regulations. If our agencies violate PRC advertising or other laws or
regulations, it could harm our reputation in the industry and have detrimental effects on our business operations.

If we are unable to attract advertisers to purchase advertising time on our advertising network, we will be unable to maintain or increase our advertising
fees, which could materially and adversely affect our ability to grow our profits.

We believe our advertisers choose to advertise on our network in part based on the size of our network, the desirability of the locations where we have placed
our digital frames, digital TV screens, light boxes and billboards and the attractiveness of our network content. The fees we charge for advertisements on our
network depend on the size and quality of our network and advertiser demand. If we fail to maintain or increase the number of our displays, solidify our brand
name and reputation as a quality air travel advertising provider, or obtain high-quality non-advertising content at commercially reasonable prices, advertisers
may be unwilling to purchase time on our network or to pay the levels of advertising fees we require to grow our profits.

When our current advertising network of digital frames, digital TV screens, light boxes, billboards and gate bridges becomes saturated in the major
airports, airlines and other locations where we operate, we may be unable to offer additional time slots or locations to satisfy all of our advertisers’ needs,
which could hamper our ability to generate higher levels of revenues and profitability over time.

When our network of digital frames, digital TV screens, light boxes, billboards and gate bridges becomes saturated in any particular airport, airline and other
locations where we operate, we may be unable to offer additional advertising time slots or locations to satisfy all of our advertisers’ needs. We would need to
increase our advertising rates for advertising in such airports, airlines or other locations to increase our revenues. However, advertisers may be unwilling to
accept rate increases, which could hamper our ability to generate higher levels of revenues over time. In particular, the utilization rates of our advertising time
slots and locations in the six largest airports and on the three largest airlines in China are higher than those in other network airports or on other airlines, and
saturation or oversaturation of digital frames and digital TV screens in these airports or airlines could have a material adverse effect on our growth prospects.

Our strategy of expanding our advertising network by building new air travel media platforms and expanding into traditional media may not succeed, and
our failure to do so could materially reduce the attractiveness of our network and harm our business, reputation and results of operations.

Our air travel advertising network primarily consists of standard digital frames, digital TV screens, and traditional media. Our growth strategy includes
broadening our service offerings by continuing to increase our digital media network coverage and expanding our traditional media to become a
comprehensive air travel advertising provider in China.

We intend to continue increasing the number of our digital frames in the near future mainly through our newly acquired concession rights. We could incur
significant costs in installing new digital frames or in continuing to upgrade or replace some of our existing digital frame displays. As part of our strategic
efforts to become a one-stop provider for advertising, we may continue to expand in the traditional media area as opportunities present themselves and we
could also incur significant costs in installing new billboards or light boxes or maintaining existing ones.

In addition, we intend to build a nationwide advertising platform of large LED screens in selected airports in China, which may require a significant amount
of capital spending on equipment and installations.

A large amount of our concession rights contracts contain exclusive concession rights that grant us exclusivity with respect to digital frames and digital TV
screens. By entering and expanding into traditional advertising media platforms inside airports, we may face competition from other companies that are
already in these areas. We also have limited experience working in these areas. It is uncertain how these businesses will perform. Our failure to expand our air
travel advertising network to introduce new platforms and into new areas could materially reduce the attractiveness of our network and materially and
adversely affect our business and results of operations.
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If we do not succeed in our expansion into the business of outdoor media advertising, our future results of operations and growth prospects may be
materially and adversely affected.

Our growth strategy also includes expansion into other media outside of airports. In April 2009, we entered into an exclusive concession rights contract with
Sinopec which allows us to operate media platforms in Sinopec gas stations throughout China. Our variable interest entity, AM Advertising, now holds 100%
of AM Outdoor which operates out-of-home advertising media in urban locations in Beijing.

As we are relatively new in the gas station media advertising and outdoor media advertising market, it may take us an extended period of time to ramp up
revenue from these new businesses. However, under all of our existing concession rights agreements regarding our gas station and outdoor media displays, we
are required to pay periodic, fixed concession fees for the media platforms regardless of revenue.

We may also incur significant costs in maintaining and upgrading the gas station and outdoor traditional media platforms such as billboards, which are more
vulnerable to weather and other accidental damages than indoor displays.

For the gas station media platforms that are covered under the Sinopec concession rights contract, there are approvals required from various levels of local
governments for the operation of each outdoor media format. However, there are significant uncertainties regarding which local government agencies or
which sets of local laws and regulations govern our gas station media platforms in specific locations. There have been incidents when some local government
agencies attempted to exercise their authority that caused disruption in advertisement placements. Although most of these incidents were subsequently
resolved without significant delays, despite the lack of consistency of government administrative procedures from location to location, some remain
outstanding and others may arise from time to time in the future.

Although we are using best efforts to comply with all relevant laws and regulations and to obtain all necessary certificates, registrations and approvals for the
advertising media platforms we operate, including actively consulting with every relevant local government authority in every city in which we operate to
ascertain the legal requirements for our business operations in the area and continually monitoring local government announcements for any relevant updates
in such requirements, due to the complexity of local laws and regulations across China governing outdoor media advertising platforms, there can be no
assurance that we will be able to obtain or have all of the necessary approvals which we do not currently hold in a timely manner, or at all. Any delay or
failure in obtaining the necessary approvals may materially and adversely affect the expansion into the business of outdoor media advertising.

Our concession rights contract with Sinopec also sets forth a schedule which states that we must develop and begin operating a number of gas station media
platforms by certain dates, subject to various exemptions. We cannot assure you that we can fulfill this schedule as anticipated under this concession rights
agreement, and failure to fulfill the schedule may lead to termination of the relevant concession rights agreement by the other party.

We began to implement changes in the sales management team for our gas station advertising business in mid-year 2011. The business achieved significant
revenues growth in the second half of 2011. However, we can make no assurance that such growth is indicative of future results. We also began to implement
changes in the operational model and structure of the gas station advertising business in the second half of 2011 with the intention to accelerate growth and
profitability. We may experience significant obstacles and challenges as we move forward with our strategy.

For each new business into which we enter, we may face competition from existing leading providers in that business; the same applies in the cases of gas
station media advertising and outdoor media advertising markets. If we cannot successfully address the foregoing new challenges and compete effectively
against the existing leading players in the field of gas station and outdoor media advertising, we may not be able to develop a sufficiently large advertiser
base, recover costs incurred for developing and marketing our new business, and eventually achieve profitability from these businesses, and our future results
of operations and growth prospects may be materially and adversely affected.
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If advertising registration certificates are not obtained for our airport advertising operations where such registration certificates are deemed to be
required, we may be subject to administrative sanctions, including the discontinuation of our advertisements at airports where the required advertising
registration is not obtained.

Applicable PRC regulations promulgated by the State Administration for Industry and Commerce, or the SAIC, specify that advertisements placed inside or
outside of the “departure halls” of airports are considered outdoor advertisements and must be registered with local SAIC offices by “advertising distributors.”
Failure to comply with such requirements may result in forfeiture of the relevant advertising income, administrative fines of up to RMB 30,000 and an order
to register the advertisements within a set period. If we fail to register these advertisements within the required timeframe, the relevant local SAIC office may
require us to discontinue the relevant advertisements where the required advertising registration is not obtained. We intend to register with the relevant local
SAIC offices if we are required to do so, but we cannot assure you that we will obtain all applicable registration certificates in compliance with the outdoor
advertisement provisions due to the uncertainty in the implementation and enforcement of the regulations promulgated by the SAIC.

If we fail to obtain approvals for the inclusion of non-advertising content in our programs broadcast in digital TV screens in airlines, we may be unable to
continue to include such non-advertising content in our programs, which may cause our revenues to decline and our business and prospects to
deteriorate.

Most of the digital TV screens in our network include programs that consist of both advertising content and non-advertising content. The State Administration
of Radio, Film and Television, or the SARFT, issued a circular which stated that displaying audio-video programs such as television news, films and
television shows, sports, technology and entertainment through public audio-video systems located in automobiles, buildings, airports, bus or train stations,
shops and other outdoor public systems must be approved by the SARFT.

The relevant authority in China has not promulgated any implementation rules on the procedure of applying for the requisite approval pursuant to this circular.
We intend to obtain such approval for our non-advertising content, but we cannot assure you that we will be able to obtain such approval in compliance with
this circular, or at all. In November 2010, we entered into a strategic partnership with CCTV Mobile Media to operate the CCTV Air Channel to broadcast TV
programs to air travelers in China. Under the arrangement, CCTV Mobile Media will be responsible for program planning, production and broadcasting. The
Company will operate exclusively the advertising business of CCTV Air TV Channel. According to the terms of the cooperation arrangement with CCTV
Mobile Media, during the cooperation period from November 29, 2010 to November 28, 2025, CCTV Mobile Media shall obtain and, from time to time, be
responsible for obtaining any approval, license and consent regarding the regulation of broadcasting and television from relevant authorities. We believe that
CCTV Mobile Media has obtained the necessary approvals, licenses and consents. However, there is no assurance that CCTV Mobile Media will be able to
maintain the requisite approval or we will be able to renew the contract with CCTV Mobile Media when it expires. If the requisite approval is not obtained,
we will be required to eliminate non-advertising content from the programs displayed on our digital TV screens and advertisers may find our network less
attractive and be unwilling to purchase advertising time slots and locations on our network, which may in turn cause our revenues to decline and our business
and prospects to deteriorate.

Because we rely on third-party advertising agencies to help obtain advertisers, if we fail to maintain stable business relations with key third-party agencies
or to attract additional agencies on competitive terms, our business and results of operations could be materially and adversely affected.

We engage third-party advertising agencies to help obtain advertisers from time to time. We do not have long-term or exclusive agreements with these
advertising agencies, including our key third-party advertising agencies, and cannot assure you that we will continue to maintain stable business relations with
them. Furthermore, the fees we pay to these third-party advertising agencies constitute a significant portion of our cost of revenues. If we fail to retain key
third-party advertising agencies or to attract additional advertising agencies, we may not be able to retain existing advertisers or attract new advertisers or
advertising agencies, or the fees we pay them may have to significantly increase. If any of the above happens, our business and results of operations could be
materially and adversely affected.

13




A limited number of advertisers have historically accounted for a significant portion of our revenues and this dependence may reoccur in the future,
which would make us more vulnerable to the loss of major advertisers or delays in payments from these advertisers.

A limited number of advertisers historically accounted for a significant portion of our revenues. Our top five advertisers collectively accounted for
approximately 21.3%, 20.6% and 20.3% of our total revenues in the years ended December 31, 2009, 2010 and 2011, respectively. Our largest advertisers
have changed from year to year primarily because of our limited operating history and rapid growth, broadened advertiser base and increased sales. However,
g(ijven our I_imi}]edfoperating history and the rapid growth of our competition, we cannot assure you that we will not be dependent on a small number of
advertisers in the future.

If we fail to sell our services to one or more of our major advertisers in any particular period, or if a major advertiser purchases fewer of our services, fails to
purchase additional advertising time on our network, or cancels some or all of its purchase orders with us, our revenues could decline and our operating results
could be adversely affected. The dependence on a small number of advertisers could leave us more vulnerable to payment delays from these advertisers. We
are required under some of our concession rights contracts to make prepayments and although we do receive some prepayments from advertisers, there is
typically a lag between the time of our prepayment of concession fees and the time that we receive payments from our advertisers. As our business expands
and revenues grow, we have experienced and may continue to experience an increase in our accounts receivable. If any of our major advertisers are
significantly delinquent with its payments, our liquidity and financial conditions may be materially and adversely affected.

If we are unable to adapt to changing advertising trends and the technology needs of advertisers and consumers, we will not be able to compete effectively
and we will be unable to increase or maintain our revenues, which may materially and adversely affect our business and results of operations.

The market for air travel advertising requires us to continuously identify new advertising trends and the technological needs of both advertisers and
consumers, which may require us to develop new formats, features and enhancements for our advertising network. We currently play advertisements on
digital frames through wireless networks, on digital TV screens in our network airports through closed-circuit television systems and on digital TV screens on
our network airplanes mostly through video tapes. We may be required to incur development and acquisition costs to keep pace with new technology needs,
but we may not have the financial resources necessary to fund and implement future technological innovations or to replace obsolete technology. We may also
fail to respond to changing technology needs altogether.

We must be able to quickly and cost-effectively expand into additional advertising media and platforms beyond digital frames and digital TV screens if
advertisers find these additional media and platforms to be more attractive and cost-effective. In addition, as the advertising industry is highly competitive and
fragmented with many advertising agencies exiting and emerging, we must closely monitor the trends in the advertising agency community. We must
maintain strong relationships with leading advertising agencies to ensure that we are reaching the leading advertisers and are responsive to the needs of both
the advertising agencies and the advertisers.

If we fail to define, develop and introduce new formats, features and technologies on a timely and cost-effective basis, advertising demand for our advertising
network may decrease and we may not be able to compete effectively or attract advertisers, which may materially and adversely affect our business and
results of operations.

We face significant competition in the PRC advertising industry, and if we do not compete successfully against new and existing competitors, we may lose
our market share, and our profits may be reduced.

We face significant competition in the PRC advertising industry. We compete for advertisers primarily on the basis of network size and coverage, location,
price, program quality, the range of services offered and brand recognition. We compete for advertising dollars spent in the air travel advertising industry. We
also compete for overall advertising spending with other alternative advertising media, such as Internet, street facilities, billboard and public transport
advertising, and with traditional advertising media such as newspapers, television, magazines and radio. While we enjoy a large share of the market of the
digital frames and digital TV screens located in airports and on airplanes, we compete and will continue to compete with other media advertising platforms for
which we do not have exclusivity, including billboards and light boxes. We may also face competition from new entrants into air travel advertising in the
future.
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Significant competition could reduce our operating margins and profitability and lead to a loss of market share. Some of our existing and potential competitors
may have competitive advantages such as significantly greater brand recognition, a longer history in the out-of-home advertising industry and financial,
marketing or other resources, and may be able to mimic and adopt our business model. In addition, several of our competitors have significantly larger
advertising networks than we do, which gives them an ability to reach a larger number of overall potential consumers and which may make them less
susceptible than we are to downturns in particular advertising sectors, such as air travel. Moreover, significant competition will provide advertisers with a
wider range of media and advertising service alternatives, which could lead to lower prices and decreased revenues, gross margins and profits focus. We
cannot assure you that we will be able to successfully compete against new or existing competito