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MDC PARTNERS INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS (un audited)

(thousands of United States dollars, except paesiraounts)

Revenue

Services
Products

Operating Expense

Cost of services sold (.

Cost of products sol

Office and general expenses
Depreciation and amortizatic

Operating Los:

Other Income (Expense:

Gain on sale of assets and settlement of-term debt
Foreign exchange gain (los

Interest expens

Interest incomu

Income (Loss) from Continuing Operations Beforeoime Taxes, Equity in Affiliates and Minority
Interests
Income Taxes (Recover

Income (Loss) from Continuing Operations Before iBgun Affiliates and Minority Interest
Equity in Earnings of Non Consolidated Affiliat
Minority Interests in Income of Consolidated Sulesids

Income (Loss) from Continuing Operatic
Discontinued Operatior

Net Income (Loss

Earnings (Loss) Per Common She
Basic:

Continuing Operation
Discontinued Operatior
Net Income (Loss

Diluted:

Continuing Operation
Discontinued Operatior
Net Income (Loss

Weighted Average Number of Common Sha

Basic
Diluted

1)
()

Includes stock-based compensation of $35 and $5pectively in 2005 and 2004.

Includes stock-based compensation of $957 and $6ré8pectively in 2005 and 2004.

Three Months Ended March 31,

2005 2004
$ 75,21 $ 50,33¢
17,17: 18,03"
92,38: 68,37:
47,70( 36,59:
10,88: 11,17¢
30,63t 22,57:
4,51¢ 2,37C
93,73: 72,70¢
(1,359 (4,336)
57 16,32:
18C 17C
(1,336) (2,759
62 421
(1,037) 14.15:
(2,389 9,81¢
(971) 197
(1,415) 9,621
184 1,541
(2,549 (1,297)
(3,789 9,86¢
— (1,400)
$ (3,789 $ 8,46t
$ 0.17) $ 0.52
— (0.07)
$ ©017) $ 0.4%
$ (0.17) $ 0.47
— (0.0€)
$ ©017) $ 0.41
22,207,22 18,918,60
22,207,22 22,469,32

The accompanying notes to the unaudited condermesblidated financial statements are an integndlgiahese statements.
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MDC PARTNERS INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED BALANCE SHEETS

(thousands of United States dollars)

ASSETS
Current Assets
Cash and cash equivalel
Accounts receivable, less allowance for doubtfaloamnts of $1,307 and $1,5.
Expenditures billable to clien
Inventories
Prepaid expense
Other current asse

Total Current Asset

Fixed Assets, at cost, less accumulated depregiatid amortization of $60,402 and $58,.
Investment in Affiliates

Goodwill

Other Intangible Assets, less accumulated amoiizaif $4,691 and $3,1<4

Deferred Tax Assel

Assets Held for Sal

Other Asset:

Total Assets

LIABILITIES AND SHAREHOLDERS' EQUITY

Current Liabilities:

Bank debt

Accounts payabl

Accrued and other liabilitie

Advance billings, ne

Current portion of lon-term debt

Deferred acquisition considerati

Total Current Liabilities

Long-Term Debti

Liabilities Related to Assets Held for Si
Other Liabilities

Deferred Tax Liabilities

Total Liabilities
Minority Interests
Commitments, Contingencies and Guarantees (Not

Shareholder Equity:
Preferred shares, unlimited authorized, none is
Class A Shares, no par value, unlimited authori2é37,871 shares issued in 2005 and :
Class B Shares, no par value, unlimited authori2ggf)2 shares issued in 2005 and 2004,
convertible into one Class A she
Share capital to be issued (266,856 shares in 2002004
Additional paic-in capital
Deficit
Accumulated other comprehensive income (I

Total Shareholde’ Equity

Total Liabilities and Sharehold¢ Equity

March 31, December 31,
2005 2004
(Unaudited)
$ 8,97¢ $ 22,67
112,96¢ 111,39¢
7,872 8,29¢
9,63: 10,79:
4,11¢ 3,03¢
1,21( 813
144,77¢ 157,00¢
54,43: 55,36¢
10,58( 10,77:
146,44: 146,49
45,72¢ 47,27:
14,017 12,88:
10C 622
7,19¢ 7,43¢
$ 42327, $ 437,85!
$ 10,25: $ 6,02¢
61,55 77,42
48,95¢ 58,34’
50,29: 46,09(
3,137 3,21¢
1,771 1,77¢
175,96! 192,88:
56,96+ 50,32(
658 867
4,00( 4,857
854 854
238,43t 249,77
45,112 45,05:
164,06 164,06
1 1
3,90¢ 3,90¢
18,14( 17,11z
(48,866 (45,089
2,47¢ 3,02(
139,72: 143,02
$ 42327, $ 437,85!

The accompanying notes to the unaudited condermsemblidated financial statements are an integrdlgiahese statement






MDC PARTNERS INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (unaudited)

(thousands of United States dollars)

Cash flows from operating activitie
Net income (loss
Loss from discontinued operatio
Income (loss) from continuing operatic
Adjustments for nc-cash items
Stoclk-based compensatic
Depreciation and amortizatic
Amortization of deferred finance charg
Deferred income taxe
Foreign exchang
Gain on sale of assets and settlement of-term deb
Earnings of non consolidated affiliat
Minority interest and othe
Changes in nc-cash working capite
Net cash used in operating activit
Cash flows from investing activitie
Capital expenditure
Acquisitions, net of cash acquir
Proceeds of dispositior
Distributions from non consolidated affiliat
Other assets, n
Net cash used in investing activiti
Cash flows from financing activitie
Increase in bank indebtedne
Proceeds from issuance of l--term debi
Repayment of lor-term debt
Issuance of share capi
Purchase of share capi
Net cash provided by (used in) financing activi
Effect of exchange rate changes on cash and casvadnts
Effect of discontinued operatiol
Net decrease in cash and cash equiva
Cash and cash equivalents at beginning of pe
Cash and cash equivalents at end of pe

Supplemental disclosure
Income taxes pai
Interest paic
Non-cash consideratiol
Share capital issued, or to be issued, on acauris
Stocl-based awards issued, on acquisiti
Note receivable exchanged for shares in subsi
Settlement of debt with investment in affilic
Reduction in exchangeable securi
Proceeds on sale of investm

Three Months Ended March 31,

2005 2004
$ (3,789 $ 8,46¢
— (1,400)
(3,789 9,86¢
992 6,05¢
4,51¢ 2,37(
21€ 53¢
(1,139 90¢
(180) (170)
(20) (16,327)
(184) (1,541)
(367) (75)
(23,410 (4,476)
(23,35%) (2,845
(2,319 (3,039
13€ 3
13¢ —
457 2,157
@ 117
(1,589 (757)
4,22¢ —
7,16¢ —
(564) (2,162)
— 2,041
— (1,466
10,83: (1,589
117 (1,199
30€ (7395
(13,69 (7,125
22,67: 65,33
$ 897¢ $ 58,20¢
$ 324 $ 16C
$ 84z $ 1,76€
$ — 3 18,86(
$ — % 1,821
$ 12z $ —
$ — 3 (33,997
$ — 3 33,99:

The accompanying notes to the unaudited condersesblidated financial statements are an integndlgiahese statements.
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MDC PARTNERS INC. AND SUBSIDIARIES
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(thousands of United States dollars, unless otlseratiated)

Basis of Presentation

MDC Partners Inc. (the “Company”) has prepareduth@udited condensed consolidated interim finarst&tements included herein
pursuant to the rules and regulations of the Urfitades Securities and Exchange Commission (th€*BECertain information and
footnote disclosures normally included in finanatdtements prepared in accordance with generatigptied accounting principles

(“GAAP”) in the United States of America (“US GAAPhave been condensed or omitted pursuant to thiésse

The accompanying financial statements reflectdjlistments, consisting of normally recurring actsuahich in the opinion of
management are necessary for a fair presentati@il, material respects, of the information corgaitherein. Certain
reclassifications have been made to the March @14 2nd December 31, 2004 reported amounts to wartfieem to the March 31,
2005 presentation. Changes consisted of (i) assification of $36,292 between “accrued and dihbilities” and “advance

billings, net” to properly reflect the nature okthabilities related to pre-billed media amoumntsl ii) a reclassification amongst
operating expenses to show cost of sales for lmthices and products revenue separately. Thetssrstats should be read in
conjunction with the consolidated financial statetseand related notes included in the annual repoRorm 10K for the year ended
December 31, 2004.

Results of operations for interim periods are restassarily indicative of annual results.

Under Canadian securities requirements, the Comigsamregjuired to provide a reconciliation setting the differences between US
and Canadian GAAP as applied to the Company’s fishistatements for the interim periods and yeaded in the fiscal periods for
2004 and 2005. This required disclosure for thegmonths ended March 31, 2005 and 2004 is séh didte 15.
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Significant Accounting Policies
The Company'’s significant accounting policies armmarized as follows:

Principles of Consolidation The accompanying consolidated financial statemigtiude the accounts of MDC Partners Inc.
(formerly MDC Corporation Inc.) and its domestidanternational controlled subsidiaries that areaomsidered variable interest
entities and variable interest entities for whike Company is the primary beneficiary. Intercompbalances and transactions have
been eliminated.

Use of Estimated he preparation of financial statements in confeymiith US GAAP requires management to make es@siahd
assumptions. These estimates and assumptions #iféeaported amounts of assets and liabilitiekidiog goodwill, intangible
assets, valuation allowances for receivables afetréel tax assets, stock-based compensation, aneéplorting of variable interest
entities at the date of the financial statemeiitse estimates are evaluated on an ongoing basisstimlates are based on historical
experience, current conditions and various othgnraptions believed to be reasonable under theroBtances. Actual results could
differ from those estimates.

Concentration of Credit RiskThe Company provides marketing communicationgises and secure products to over 200 clients
who operate in most industry sectors. Credit isig@ to qualified clients in the ordinary courséaginess. Due to the diversified
nature of the Company’s client base, the Compamg dot believe that it is exposed to a concentraifacredit risk as its largest
client accounted for less than 10% of the Compacgissolidated revenue for the three months endedhvil, 2005. No client
accounted for 10% or more of consolidated reveinuése comparable period in 2004.

Cash and Cash Equivalenf®e Company’s cash equivalents are primarily cosagriof investments in overnight interest-bearing
deposits, commercial paper and money market ingnsnand other short-term investments with originaturity dates of three
months or less at the time of purchase. Includezhsh and cash equivalents at March 31, 2005 acdrbber 31, 2004, is $4,050
and $2,836, respectively, of cash restricted agttedrawal pursuant to a collateral agreement.

Stock-Based Compensatidffective January 1, 2003, the Company prospegtiadbpted fair value accounting for stock- based
awards as prescribed by SFAS 123 “Accounting fockstBased Compensation”. Prior to January 1, 20@8Company elected to
not apply fair value accounting to stock- basedrd&# employees, other than for direct awardsasfksand awards settle-able in
cash, which required fair value accounting. Pigodanuary 1, 2003, for awards not elected to bewatted for under the fair value
method, the Company accounted for stock-based aosagien in accordance with Accounting PrincipleaibOpinion 25,
“Accounting for Stock Issued to Employees” (“APB"R5APB 25 is based upon an intrinsic value metbbdccounting for stock-
based compensation. Under this method, compensatit is measured as the excess, if any, of theedunarket price of the stock
issuance at the measurement date over the amobetgaid by the employee.

The Company adopted fair value accounting for stbelsed awards using the prospective applicatarsitional alternative
available in SFAS 148 “Accounting for Stock-Baseshipensation — Transition and Disclosure”. Accogtlinthe fair value method
is applied to all awards granted, modified or sétthn or after January 1, 2003. Under the faueahethod, compensation cost is
measured at fair value at the date of grant aedpensed over the service period, that is thenggieriod of the award. When
awards are exercised, share capital is creditetidogum of the consideration paid together withrétated portion previously
credited to additional paid-in capital when comgiosn costs were charged against income or acturigibnsideration.

Stock-based awards that are settled in cash ot@agttled in cash at the option of employeesemerded as liabilities. The
measurement of the liability and compensation frrsthese awards is based on the intrinsic valubefiward, and is recorded into
operating profit (loss) over the service period fkdahe vesting period of the award. ChangefénGompany’s payment obligation
subsequent to vesting of the award and prior tedtéement date are recorded as compensatiomeesthe service period in
operating profit (loss). The final payment amofamtcash-settleable awards is established on tteeafahe exercise of the award by
the employee.




Stock-based awards that are settled in cash otyegjuihe option of Company are recorded at faiue@n the date of grant and
recorded as additional paid-in capital. The falugameasurement of the compensation cost for thseds is based on using the
Black-Scholes option pricing model, and is recoriid operating income over the service periodt ih#he vesting period of the
award.

The table below summarizes the quarterly pro foeffect for the three months ended March 31, 20@62094 had the Company
adopted the fair value method of accounting foclstptions and similar instruments for awards igsprgor to 2003:

Three Months Ended March 31,
2005 2004

Net income (loss), as report $ (3,789 $ 8,46¢

Fair value costs, net of income tax, of stock-basagloyee compensation for options issued
prior to 2003 191 37€

Net income (loss), pro form $ (3,979 $ 8,08¢
Basic net income per share, as repo $ 0.17) $ 0.4t
Basic net income (loss) per share, pro fo $ 0.1 $ 0.42
Diluted net income per share, as repo $ 0.17) $ 0.41
Diluted net income (loss) per share, pro fol $ 0.1 $ 0.3¢

The fair value of the stock options and similar edgaat the grant date were estimated using thekBbatioles option-pricing model
with the following weighted average assumptionseach of the following periods:

Three Months Ended March 31,

2005 2004
Expected dividen: 0.0(% 0.0(%
Expected volatility 40% 40%
Risk-free interest rat 3.2% 5.0(%
Expected option life in yea 3 5
Weighted average stock option fair value per opgjrantec $ 3.8C $ 5.1¢€




Earnings Per Common Share

The following table sets forth the computation asiz and diluted earnings per common share frortiraing operations for the
three months ended March 31.:

Three Months Ended March 31,

2005 2004
Numerator
Numerator for basic earnings per common s- income (loss) from continuing operatic $ (3,789 $ 9,86¢
Effect of dilutive securities

Interest expense on Convertible Notes, net of taked — 637
Numerator for diluted earnings per common sl- income (loss) from continuing operations

plus assumed conversi $ (3,789 $ 10,50:
Denominator
Denominator for basic earnings per common s- weighted average common sha 22,207,22 18,918,60
Effect of dilutive securities

Convertible Note: — 2,377,41!

Warrants — 120,32

Employee stock options, warrants, and stock apatieai rights — 1,052,971
Dilutive potential common shares — 3,550,711
Denominator for diluted earnings per common shadjusted weighted shares and assumec

conversion:s 22,207,22 22,469,32
Basic earnings per common share from continuingatjoms $ 0.17) $ 0.52
Diluted earnings per common share from continuipgrations $ 0.17) $ 0.47

The effect of the Convertible Notes in the dilueadnings per common share calculation is accountagsing the “if converted”
method. Under that method, the Convertible Notesaasumed to be converted to shares (weightetidarumber of days
outstanding in the period) at a conversion pric8@%%o of the twenty day weighted average tradingepof the Class A subordinate
voting share on The Toronto Stock Exchange priaotoversion or period end, and interest expendeafriaxes, related to the
Convertible Notes is added back to net income.

Option and other rights to purchase 4,385,537 a2d81079 shares of common stock were outstandiriggithe quarters ended
March 31, 2005 and 2004, respectively, but werammtided in the computation of diluted earnings gieare because either the
exercise prices were greater than the average tnanke of the common shares and / or their effemild be antidilutive.
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4.

Acquisitions
2004 First Quarter Acquisitions
Kirshenbaum bond + partners, LLC (“KBP”)

On January 29, 2004, the Company acquired a 60% @hip interest in KBP in a transaction accountedufider the purchase
method of accounting. The Company paid $21,12%sh, issued 148,719 shares of the Company’s corstook to the selling
interestholders of KBP (valued at approximately02Z,based on the share price on or about the anament date), issued warrants
to purchase 150,173 shares of the Company’s constack to the selling interestholders of KBP (thie ¥alue of which, using a
Black-Scholes option pricing model, was approxitye$955 based on the share price during the penodr about the
announcement date) and incurred transaction cbsispooximately $1,185.

Under the terms of the agreement, the sellingestlolders of KBP could receive additional cash@nshare consideration totaling
an additional $735, based upon the achievemergrtdio pre-determined earnings targets. Effedigeember 31, 2004, this
earnings contingency was resolved and the addItmoresideration of $735 of which $729 is expectet¢ paid in the Company’s
common stock, and $47 in additional transactionscagas recorded as goodwill. At March 31, 2008, unsettled liability of $735
recorded as a deferred acquisition consideratahiliiy as the decision to settle $729 in shares subsequent to March 31, 2005.

Accent Marketing Services

On March 29, 2004, the Company acquired an ad@iti®8.3% ownership interest in the Accent Marketdegvices LLC (“Accent),
increasing its total ownership interest in thissdlary from 50.1% to approximately 89.4%. The @amy paid $1,444 in cash,
issued, (or will issue), 1,103,331 shares of then@any’s common stock to the selling interestholaémsccent (valued at
approximately $16,833 based on the share price abaut the announcement date), and incurred ttéinsacosts of approximately
$99. Under the terms of the agreement, the sahitegestholders of Accent could receive up to aimar additional consideration
of 742,642 common shares of the Company, or thie egsivalent at the option of the Company, basexhgzhievement of certain
pre-determined earnings targets for the year edigdh 31, 2005, as yet to be determined. Baseziment earnings levels, the
additional consideration is estimated to be $2,7Bfis acquisition was accounted for as a purchaseaccordingly, the Company’s
consolidated financial statements, which have dideted Accent’s financial results since 1999, aefla further 39% ownership
participation subsequent to the additional acqaisibn March 29, 2004.

Other Acquisitions

In March 2004, the Company acquired a 19.9% owiisterest in Cliff Freeman + Partners LLC (“Chii)a transaction accounted
for under the equity method of accounting. Alsoimiy the quarter ended March 31, 2004, the Compaqyired further equity
interests in the existing consolidated subsidiasfesllard Johnson Communications Inc. (4.7%) aragetcom LLC (20%), as well
as several other insignificant investments. Inraggte, the Company paid $3,489 in cash and indaramsaction costs of
approximately $213. Under the terms of the CF agee#, the selling interestholders could receivatamthl cash and/or share
consideration after two years based upon achieveaf@ertain pre-determined cumulative earninggets. Based on current
earnings levels, the additional consideration isreged to be nil. Such contingent consideratidhlve accounted for as goodwill
when the contingency is resolved.
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2004 Second Quarter Acquisitions

On April 14, 2004, the Company acquired a 65% ogimierinterest in henderson bas (“HB”) in a tranigecaccounted for under the
purchase method of accounting. On May 27, 20@&CQthmpany acquired a 50.1% ownership interestuc@®Mau Design Inc.
(“BMD”) in a transaction accounted for under theghase method of accounting. During the quartdedrdune 30, 2004, the
Company also acquired the following interests ire¢hsmaller agencies: a 49.9% interest in Mono Aibieg LLC (“Mono”), a 51%
interest in Hello Design, LLC and a 51% interesBamjo, LLC (“Banjo”), a variable interest entity which the Company is the
primary beneficiary. These transactions werealbanted for under the purchase method of accayatiid are consolidated from
the date of acquisition, with the exception of Mpwhich is accounted for under the equity methBdr these acquisitions in
aggregate, the Company paid $3,843 in cash anghaylla further $351 in cash in 2006, has issuedants to purchase 90,000
shares of the Company’s common stock to certalimgehterestholders (valued at approximately $86hg the Black-Scholes
option-pricing model assuming a 40% expected Jdiata risk free interest rate of 3.3% and an exted option life of 3 years) and
incurred transaction costs of approximately $3d@der the terms of the Mono, Hello Design, LLC, &MD agreements, the
selling interest holders could receive additioredicand/or share consideration after one to theaesybased on achievement of
certain pre-determined cumulative earning targgsed on current earning levels, the additionasicemation is expected to be
$1,740K. Such contingent consideration will becastted for as goodwill when the contingency is et

2004 Third and Fourth Quarter Acquisitions
VitroRobertson

On July 27, 2004, the Company acquired a 68% owieisterest in VitroRobertson Acquisition, LLC (R/) in a transaction
accounted for under the purchase method of acaaunihe Company paid $7,009 in cash, issued 4%fiéies of the Company’s
common stock to the selling interestholders of VBed at approximately $473 based on the shace pn the announcement date)
and incurred transaction costs of approximately2$1@nder the terms of the agreement, the selhitgyéstholders of VR could
receive additional cash consideration based upbieaement of certain pre-determined earnings targebe measured at the end of
2005. Based on current earnings levels, additicoasideration is expected to be $nil. Such cgetih consideration will be
accounted for as goodwill when the contingenciesresolved. Exclusive of the contingent considenathe recorded purchase pi
of the net assets acquired in the transaction W#&08.

Other Acquisitions

At August 31, 2004, the Company acquired a 49.9%ership interest in Zig Inc (“Zig”) in a transaatiaccounted for under the
equity method of accounting. Also during the gelarthe Company acquired further equity intereshaexisting subsidiary Fletch
Martin Ewing LLC, as well as several other insigraht investments. In aggregate, the Company @ai62 in cash, issued 125,628
shares of the Comparsyftommon stock to the selling interest holdersugdlat approximately $1,507 based on the share gtdng
the period on or about the date of closing andptiess release) and incurred transaction costsppbgimately $243. Under the terms
of the Zig agreement, the selling interestholdegsenentitled to additional cash and share condidertotaling $624 based upon
achievement of certain pre-determined earning®tarfgr 2004. Such contingent consideration wasezhand has been accounted
for as goodwill in 2004.
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Proforma Information

The following unaudited pro forma results of opimas of the Company for the three months ended Maig 2004 assume that the

acquisition of the operating assets of the busiaegsired during 2004 had occurred on January4.20hese unaudited pro forma
results are not necessarily indicative of eitherahtual results of operations that would have laebreved had the companies been
combined during these periods, or are they nedbssaticative of future results of operations. étinaudited pro forma results may
also require adjustment pending finalization of puechase price allocation to the assets and iligsilacquired.

Three Months Ended
March 31, 2004

Revenue! $ 75,33¢
Net income 8,80(
Earnings per shar
Basic- net income $ 0.47
Diluted - net income $ 0.4z2

There were no acquisitions during the quarter emdacth 31, 2005. See Note 14 regarding the Conigaagquisition of the Zyme
Group on April 1, 2005.
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Inventory

The components of inventory are listed below:

March 31, 2005

December 31, 2004

Work-in-process $ 4,18( 6,601
Raw materials and suppli 5,45: 4,191
Total $ 9,63: 10,79:
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Discontinued Operations

In November 2004, the Company’s management reagletision to discontinue the operations of a camapbof its business. This
component is comprised of the Company’s former @keua marketing communications business, a whollyeavsubsidiary named
Mr. Smith Agency, Ltd. (“Mr. Smith”) (formerly knen as Interfocus Networks Limited). The Compangided to dispose of the
operations of this business due to its unfavorabsmomics. Substantially all of the net assetbefdiscontinued business were sold
during the fourth quarter of 2004 with the dispiositof all activities of Mr. Smith and remainingls@f assets was substantially
complete by the end of the first quarter of 20086.9\nificant one-time termination benefits wereuned or are expected to be
incurred. No further significant other charges expected to be incurred.

Included in discontinued operations in the Compamgnsolidated statement of operations for theethmenths ended March 31,
2004 were the following:

Revenue $ 1,622
Operating los! 1,374
Loss on disposal of net ass 11
Interest expense and ott 15
Net loss from discontinued operatic $ 1,40(C

As of March 31, 2005 and December 31, 2004, theyicey value on the Company’s balance sheet of #seta and liabilities to be
disposed were as follows:

March 31, 2005 December 31, 200
Assets held for salt
Cash and cash equivale $ 68 $ 40k
Receivables and other current as: 32 217
Total asset $ 10 $ 622
Liabilities related to assets held for st
Accounts payable and other current liabilit $ 65 $ 867
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Comprehensive Income (Loss)

Net income (loss) for the peric
Foreign currency cumulative translation adjustn
Comprehensive income (loss) for the pel

Three Months Ended March 31,

2005 2004
$ (3,789 $ 8,46¢
(545) (1,119
$ 4329 $ 7,34¢

15




Bank Debt, Long-Term Debt and Convertible Notes
Amendments to the Credit Facility

On March 14, 2005, the Company amended certaineoferms and conditions of its Credit Facility. fuant to such amendments,
the lenders under the Credit Facility agreed, amathgr things, to (i) extend the due date for then@any to deliver to the lenders
annual financial statements; (i) amend the pri@nd; (iii) modify the Company’s total debt ratifixed charge ratio and capital
expenditures covenants; and (iv) waive any potedé&gault that may have occurred as a result oftbmpany’s failure to comply
with its total debt ratio and fixed charge coveraa@ covenants. This amendment was necessarglér to avoid an event of defa
under the Credit Facility and to permit the Comptmiporrow under the Credit Facility.

On March 31, 2005, the Company received a limitedsar from the lenders under its Credit Facilityrguant to which the lenders
agreed to give the Company until April 15, 200%l&diver its financial statements for the quartest gear ended December 31, 20i
On April 1, 2005, the Company further amended itsd@ Facility, as discussed in Note 14, "Subset&eents."”

On May 9, 2005, the Company further amended itsli€Facility, pursuant to which the lenders waitbd event of default that
occurred as a result of the Company's failure toplg with its total debt ratio covenant for the iperended March 31, 2005, and
modified the total debt ratio covenant for JuneZm5 and September 30, 2005, to make them lesgties. See Note 14,
“Subsequent Events”.

The Company is currently in compliance with altloé terms and conditions of its amended Creditliiaeind management believes
the Company will be in compliance with covenantsrahe next twelve months. If, however, the Conydases all or a substantial
portion of its lines of credit under the Credit Hig or if the Company were unable to borrow afggving effect to the scheduled
mandatory reductions of its revolving commitmemsler the Credit Facility, it will be required toekeother sources of liquidity. If
the Company were unable to find these sourcesjoidity, for example through an equity offeringamcess to the capital markets,
the Company’s ability to fund its working capitaeds would be adversely affected.
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9.

Share Capital

During the quarter ended March 31, 2005, “Paidaipital” increased by $1,027 related to stock-basedpensation that was
expensed during the same period, of which $35dsiited in equity in earnings of non consolidatddiaties.
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10. Gain on Sale of Assets and Settlement of Long-Terb®ebt

Three Months Ended March 31,

2005 2004
CDI Transactions
Gain on sale of interests in Custom Direct | $ — 21,90¢
Loss on settlement of exchangeable deben — (9,56¢9)
Fair value adjustment on embedded derive — 3,97¢
Gain on sale of asse 57 11
$ 57 § 16,32:

In February 2004, the Company sold its remainint 2@erest in Custom Direct Income Fund (the “Fyrttitough the
exchange of its interest in the Fund for the settliet of the adjustable rate exchangeable deberiiswsd on December 1, 2003
with a face value of $26,344. Based on the perfaceaf the Fund for the period ended December @13 2he Company was
entitled to exchange its shares of Custom Direct, (“CDI”) for units of the Fund. On February 2%)04, the adjustable rate
exchangeable debentures were exchanged for urtite &fund in full settlement of the adjustable mtehangeable debentures.

The fair value of the units of the Fund on Februe3y2004 received by the Company exceeded the Gay'gpequity carrying
value of the 20% interest in Custom Direct, In€.$52,085, accordingly the Company recognized a gaithe sale of the CDI
equity of $21,906.

At the date of settlement, the fair value of thel @Bits for which the debentures were exchangeabke $33,991, which
exceeded the issue price of the debentures by %7Té% total loss on settlement of the exchangeddthenture of $9,569
includes $1,922 in respect of the write off of umatized deferred financing costs.

The embedded derivative within the exchangeablemtebes had a fair value of nil at the date ofasse and an unrealized loss
of $3,974 as at December 31, 2003. From Janu&9M to the date of settlement, the accrued loshederivative increased
by $3,673 to a total of $7,647 at the date of eettint. The resulting fair value adjustment of $8,872004 represents the
increase to the accrued loss net of the amourizegiabn settlement.
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11.

Segmented Information

Marketing Communications services, provided throtighCompany’s network of entrepreneurial firmgjude advertising and
media, customer relationship management, and miagkservices. These firms provide communicatiomsises to similar type
clients on a global, national and regional basie Businesses, which are evaluated as a groupshailar cost structures and are
subject to the same general economic and competitis.

Secure Products International operations providar#g products and services in three primary areltronic transaction products
such as credit, debit, telephone and smart caggdsiys ticketing products such as airline, transit avent tickets; and stamps, both
postal and excise. As these businesses have stgpkes of clients, cost structure, risks and lomgrt financial results, these
operations are evaluated as a group.

The significant accounting polices of these segmarg the same as those described in the summaignificant accounting policit
included in the notes to the consolidated finanstialements included in the annual report on Fdkfor the year ended
December 31, 2004, except as where indicated.

Many of the Compang’ marketing communications businesses have signifiather equity holders and, in some cases, tinep@oy
operates the entity in a fashion similar to a jetture with these other equity holders. The Camisassegment managers oversee
the entities as active managers regardless of thhep@ny’s ownership interest. Within the marketioghenunications industry, the
monitoring of operating costs, such as salary atated costs, relative to revenues, among othegshiare key performance
indicators. Consequently, the Compangegment managers review, and analyze these dkeofdhe entities rather than being so
focused on return from any one specific investment.

Summary financial information concerning the Compsaioperating segments is shown in the followinlgjea:
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Three Months Ended March 31, 2005

Secure
Marketing Products Corporate &
Communications International Other Total
Revenue $ 75,21C $ 17,17 $ — $ 92,38
Operating Expense
Cost of services sold (. 47,70( — — 47,70(
Cost of products sol — 10,88: — 10,88:
Office and general expense 18,801 5,80¢ 6,024 30,63t
Depreciation and amortizatic 3,41¢ 1,06: 34 4,51¢
69,92¢ 17,75( 6,05¢ 93,73
Operating Profit (Loss $ 528t $ (579 $ (6,05%) (1,357)
Other Income (Expense
Gain on sale of asse 57
Foreign exchange ga 18C
Interest expense, n (1,274
Loss from Continuing Operations Before Income
Taxes, Equity in Affiliates and Minority Interes (2,389
Income Taxes (Recover (977
Loss from Continuing Operations Before Equity in
Affiliates and Minority Interest (1,419
Equity in Affiliates 184
Minority Interests in Income of Consolidated
Subsidiaries (2,549
Loss from Continuing Operatiol (3,789
Loss on Discontinued Operatio —
Net Income (Loss $ (3,789
Capital expenditure $ 150C $ 77¢  $ 35 % 2,31
Goodwill and intangible $ 174,34.  $ 59 % 17,76¢ $ 192,16t
Total asset $ 311,327 $ 54,087 $ 57,857 $ 423,27
(1) Includes stoc-based compensatic $ 35 % — 3 957 $ 992

20




Three Months Ended March 31, 2004

Secure
Marketing Products Corporate &
Communications International Other Total
Revenue $ 50,33¢ $ 18,037 $ — $ 68,37
Operating Expense
Cost of services sold (. 36,59: — — 36,59:
Cost of products sol — 11,17¢ — 11,17¢
Office and general expense 7,91¢ 5,871 8,77¢ 22,57
Depreciation and amortizatic 1,66¢ 675 26 2,37(
46,175 17,72% 8,80¢ 72,70¢
Operating Profit (Loss $ 415¢ $ 31C % (8,805 (4,336
Other Income (Expense
Gain on sale of assets and settlement of long-ter
debt 16,32%
Foreign exchange ga 17C
Interest expense, n (2,339)
Income from Continuing Operations Before Income
Taxes, Equity in Affiliates and Minority Interes 9,81¢
Income Taxe: 197
Income from Continuing Operations Before Equity in
Affiliates and Minority Interest 9,621
Equity in Earnings of Non Consolidated Affiliat 1,541
Minority Interests in Income of Consolidated
Subsidiarie: (1,299)
Income from Continuing Operatiol 9,86t
Loss on Discontinued Operatio (1,400
Net Income $ 8,46¢
Capital expenditure $ 1,721 $ 1,27:  $ 34 % 3,034
Goodwill and intangible $ 110,07 $ 50 $ 15,32¢ $ 125,45;
Total asset $ 273,49t $ 44.38: $ 68,77¢ $ 386,65¢
(1) Includes stoc-based compensati $ 57 $ — 3 6,00z $ 6,05¢
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A summary of the Company’s revenue by geograplda,dvased on the location in which the goods aiises originated, for the

three months ended March 31, is set forth in thewing table.

Australia &
The United
United States Canada Kingdom Total
Revenue
Three Months Ended March &
2005 $ 64,36¢ $ 21,76 % 6,24¢ $ 92,38!
2004 $ 4422 $ 19,53( $ 461t $ 68,37:
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12.

Commitments, Contingencies and Guarantees

Deferred Acquisition Consideration addition to the consideration paid by the Conypiarrespect of certain of its acquisitions,
additional consideration may be payable based ®@athievement of certain threshold levels of egishould the current level of
earnings be maintained by these acquired companigsipon resolution of certain outstanding condgjadditional consideration,
in excess of the deferred acquisition consideragdlected on the Company’s balance sheet at Mait¢l2005, of approximately
$2,737 would be expected to be owing in 2005 allleich will be payable in shares of the Company.

See Note 14 for a description of additional def@equisition consideration that may be payablgimection with the Company’s
acquisition of the Zyman Group on April 1, 2005.

Put OptionsOwners of interests in certain Marketing Commundre subsidiaries have the right in certain circiamses to require
the Company to acquire the remaining ownershigasts held by them. The owners’ ability to exereiag such “put” right is
subject to the satisfaction of certain conditidnsluding conditions requiring notice in advancesgércise. In addition, these rights
cannot be exercised prior to specified staggeredcese dates. The exercise of these rights at ¢agiiest contractual date would
result in obligations of the Company to fund thiated amounts during the period 2005 to 2013. hibisdeterminable, at this time, if
or when the owners of these rights will exercis®ah portion of these rights.

The amount payable by the Company in the event gghts are exercised is dependent on various tialuéormulas and on future
events, such as the average earnings of the reélsubsidiary through the date of exercise, the gnoate of the earnings of the
relevant subsidiary during that period, and, in sa@ases, the currency exchange rate at the dateyofent.

The Company has not received any notices to exestish rights that are not currently reflectedrmn@ompany’s balance sheet.

Guaranteesln connection with certain dispositions of assetd/ar businesses in 2001 and 2003, the Compangrbagled
customary representations and warranties whoses ternge in duration and may not be explicitly definThe Company has also
retained certain liabilities for events occurrimgppto sale, relating to tax, environmental, l&igpn and other matters. Generally, the
Company has indemnified the purchasers in the @¢hant third party asserts a claim against thelager that relate to a liability
retained by the Company. These types of indemtificayuarantees typically extend for a number afrge

In connection with the sale of the Company’s inrestt in CDI, the amounts of indemnification guaesstwere limited to the total
sale price of approximately $84,000. For the rem@inthe Company’s potential liability for theselé@mnifications are not subject to
a limit as the underlying agreements do not alvapesify a maximum amount and the amounts are depéngon the outcome of
future contingent events.

Historically, the Company has not made any sigaiftandemnification payments under such agreemamaio amount has been
accrued in the accompanying consolidated finarst@kements with respect to these indemnificaticargntees. The Company
continues to monitor the conditions that are sulieguarantees and indemnifications to identifyettler it is probable that a loss |
occurred, and would recognize any such losses wardeguarantees or indemnifications in the peribémthose losses are probable
and estimable.

For guarantees and indemnifications entered irtey ddnuary 1, 2003, in connection with the saffnefCompany’s investment in
CDI, the Company has estimated the fair valuesdiiability, which was insignificant, and includsdch amount in the determination
of the gain or loss on the sale of the business.
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13.

New Accounting Pronouncements
Adopted in the Reported Periods

In October 2004, the FASB ratified the consensashed by the Emerging Issues Task Force (“EITF")ssne 04-1 Accounting fo
Preexisting Relationships between the PartiesBosiness Combination” (“"EITF 04-1"). EITF 04-1 teces that a business
combination between two parties that have a préagiselationship be evaluated to determine iftlesment of a preexisting
relationship exists. EITF 04-1 is effective pragpeely for business combinations consummated jrorng periods beginning after
October 13, 2004. The adoption of EITF 04-1 ditheove an impact on the Company’s consolidatedtsestioperation or financial
position.

Effective in Future Periods

In November 2004, the FASB issued SFAS No. 15lemtary Costs—an amendment to ARB No. 43, Chaptérids statement
amends the guidance in Accounting Research Bul{ef®B) No. 43, Chapter 4, “Inventory Pricing”, ttadfy the accounting for
abnormal amounts of idle facility expense, freidgtandling costs, and wasted material (spoilagdRBA43 previously stated that
these expenses may be so abnormal as to requitméet as current period charges. SFAS No. 15dinesjthat those items be
recognized as current-period charges regardlestiether they meet the criterion of “so abnormaii.addition, SFAS No. 151
requires that allocation of fixed production oveatie to the costs of conversion be based on theat@apacity of the production
facilities. Prospective application of this statemis required beginning January 1, 2006. The Gaomgoes not expect its financial
statements to be significantly impacted by thisesteent.

In December 2004, the FASB issued SFAS No. 123RSBased Payment”. On April 14, 2005, the SECraiaé the effective
date such that the standard is effective no lagan the first fiscal year beginning on or afterelds, 2005 (fiscal 2006 for the
Company), the adoption of this SFAS (“SFAS 123Ruires the Company to recognize compensation tmrsédl equity-classified
awards granted, modified or settled after the éffedate using the fair-value measurement methodddition, public companies
using the fair value method will recognize compdinseexpense for the unvested portion of awardstantding as of the effective
date based on their grant date fair value as aedilunder the original provisions of SFAS 123thailigh the Company is still
evaluating the impact, due to the limited numbeumfested awards granted prior to 2003 and outistgrass of the effective date, t
provisions of this pronouncement is not expectealaice a material impact on the Company’s consdaitifinancial statements.

In December 2004, the FASB issued SFAS No. 153h&xges of Non-monetary Assets - an amendment of @piBion No. 29.
This statement amends Opinion 29 to eliminate Xee@tion for non-monetary exchanges of similar patide assets and replaces it
with a general exception for exchanges of non-mamgetssets that do not have commercial substalhe@mn-monetary exchange h
commercial substance if the future cash flows efehtity are expected to change significantly essalt of the exchange.
Prospective application of this statement is rexfulveginning January 1, 2006. The Company doesxpgct its financial stateme
to be significantly impacted by this statement.
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14.

Subsequent Event
Amendments to the Credit Facility

In order to finance the Zyman Group acquisitiore(selow), the Company entered into an amendmats €redit Facility on

April 1, 2005. This amendment provided for, amatiger things, (i) an increase in the total revajvdommitments available under
the Credit Agreement from $100,000 to $150,00) pgrmission to consummate the Acquisition, (iiBmdatory reductions of the
total revolving commitments by $25,000 on JuneZZ@5, $5,000 on September 30, 2005, $10,000 onrbleee31, 2005 and
$10,000 on March 31, 2006, (iv) reduced flexibilibyconsummate acquisitions going forward and (gjlification to the fixed
charges ratio and total debt ratio financial covesaetroactive to March 31, 2005.

On May 9, 2005, the Company further amended thegef its Credit Facility. Pursuant to such ameadtpamong other things, the
lenders (i) modified the Company’s total debt ratiwenant; and (ii) waived the default that ocodiras a result of the Company’s
failure to comply with its total debt ratio covenaolely with respect to the period ended March2805.

Zyman Group Acquisition

On April 1, 2005, the Company, through a wholly-@drsubsidiary, purchased approximately 61.6% ofdte# outstanding
membership units of Zyman Group, LLC (“Zyman Groufwr purchase price consideration of $52,389 in @ash1,139,975 class
shares of the Company, valued at $11,256. The @oynestimates related transaction costs of appwatein$863 will ultimately b
incurred. In addition, the Company may be requicegay up to an additional $12,000 to the selleFyman Group achieves
specified financial targets for fiscal years 20@8/ar 2006. As part of this transaction, approxehal0% of the total purchase pr
was delivered to an escrow agent to be held iroestor one year in order to satisfy potential fetimdemnification claims by the
Company against the sellers under the purchaseragre.

In connection with the Zyman Group acquisition, @@mpany, Zyman Group and the other unitholdezyofian Group entered into
a new Limited Liability Company Agreement (the “LLA&Yreement”). The LLC Agreement sets forth certegonomic, governance
and liquidity rights with respect to Zyman Groupyman Group will initially have seven managers,rfotiwhich were appointed by
the Company. Pursuant to the LLC Agreement, thag@amy will have the right to purchase, and may lavebligation to purchas
additional membership units of Zyman Group from dkiger members of Zyman Group, in each case, upwodcurrence of certain
events or during certain specified time periods.

The Zyman Group name is well recognized for stiatewarketing consulting and as such was acquirethé®yCompany for its
assembled workforce to enhance the creative talighin the MDC Partners Marketing Communicationgreent of businesses.

The Zyman Group acquisition will be accounted f@agurchase business combination. The estimatetigse price of the net
assets acquired in this transaction in April 20@5 ¥64,508. The preliminary allocation of the adghe acquisition to the fair val
of net assets acquired and minority interests felaswvs:

Cash and cash equivalel $ 5,65¢
Accounts receivable and other current as 6,78¢
Fixed assets and other ass 7,46:
Goodwill (tax deductible 43,16¢
Intangible asset 23,34¢
Accounts payable, accrued expenses and otheiitied (8,530
Total debt (8,529
Minority interest at carrying value (4,85¢)

Total cost of the acquisition $ 64,50¢

Identifiable intangible assets preliminarily estietto be $23,346 are comprised primarily of custoralationships and related
backlog and trademarks. The Company is in thega®of obtaining a valuation of certain assetsa Aesult, the fair value
allocation of the purchase price is subject tonefient. The Company'’s consolidated financial statgs will include Zyman
Group’s results of operations subsequent to itsiiatgpn on April 1, 2005.

The Company will receive a preferred return, whihased on calculations defined in the LLC Agreeim& he allocation may
differ from the proportionate share of ownershipig the first five years of such LLC Agreement.
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15.

Canadian GAAP Reconciliation

During the third quarter of fiscal 2003, the Compahanged its reporting currency from Canadianadslto U.S. dollars. The
change in reporting currency had no impact on teasurement of earnings under Canadian GAAP. UBdeadian securities
requirements, the Company is required to providecanciliation setting out the differences betwbke8. and Canadian GAAP as
applied to the Company’s financial statementslieribterim periods and years ended in the fiscabge for 2004 and 2005.

The reconciliation from US to Canadian GAAP, of @@mpany’s results of operations for the three m®ehded March 31, 2005
and 2004, the Company’s financial position as atdd&1, 2005 and December 31, 2004 are set outvbelo

Convertible Notes

Under US GAAP, the convertible notes are classiéietirely as debt. Accordingly, interest expersseecorded based upon the
effective interest rate associated with the undeglygebt.

Under Canadian GAAP, in accordance with EIC 71,Gbenpany has classified the convertible notes a#yegs the Company has
the ability and intent to satisfy the obligationmaemption or maturity in freely tradeable Classhares. Under Canadian GAAP,
the Company has recorded an amount in long-terncamdnt debt representing the present value ofufuee interest payments
owing on the convertible debt. The interest irpees$ of the convertible debt is recorded as a tmedaccount of the equity portion
the compound financial instrument such that thétegomponent is accreted to the face of the cditderdebt upon maturity.

This difference results in a reclassification oa Balance sheet between long-term debt and eguitiya reduction in the interest
expense for the amount of the accretion that isrpensed for Canadian GAAP purposes.

Exchangeable Debentures

Under Canadian GAAP, EIC 117 prohibits the bifui@mabf the embedded derivative in the Exchangedblentures. In addition
under EIC 56, until such time as the exchange ighb longer contingent upon future events, nostdjent to the carrying value of
the debentures to fair value of the underlying @DBils is necessary. In February 2004, the debesifuecame exchangeable for CDI
units and at that time the carrying value of thieatgure was required to be increased by $7,64&flect the underlying market val

of the CDI units, for which the debentures are exgfeable, with a corresponding charge to the stateof operations.

Under U.S. GAAP, the Company must recognize iniageeach period the changes in the fair valub®fmbedded derivative
within the contingently exchangeable debenturessaicth amount cannot be deferred. This resultdassaon the derivative of
$3,974 in the fourth quarter of 2003 and a furtbes in 2004 of $3,673 immediately prior to settsmn

As a result of this difference, under Canadian GAA& earnings in the three months ended Marc2@14 is lower than that
reported under U.S. GAAP by $3,974, being the tosthe embedded derivative recognized in the péoiod.

Goodwill Charges

Historically, under US GAAP, the Company expenseéhaurred certain costs related to existing ptdogures where production v
shifted to acquired facilities. Historically, undeanadian GAAP, the expenditures were accrueGdopthe business acquired and
allocated to goodwill. Accordingly the timing dfe recognition of such costs in the statement efatpons is different under
Canadian GAAP. The resulting gain on sale of aagdets in the three months ended March 31, 206&é& under Canadian GAAP
than under U.S. GAAP by $2,780.
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Proportionate Consolidation of Affiliates

Under US GAAP, the Company has joint control obiatj venture that is required to be accounted Simgithe equity method.
Under Canadian GAAP, this joint venture is accodrite using the proportionate consolidation methdatreby the Company
consolidates on a line-by-line basis their inteheshe financial position and results of operasiamd cash flows of the joint venture.

Stock-based Compensation

Under US GAAP, the Company accounted for the meatiibn of the SAR awards as a settlement, measthagcremental value
the awards based on the fair value of the moddi@drds on the date of modification. Under Cana@a#P, the Company
measures the incremental value based on the flaie wd the award on the date of grant. The difieesin measurement date results
in a lower amount of additional compensation reedrdnder Canadian GAAP and a corresponding loweuatrcredited to
additional paid-in capital.

Other Adjustments
Other adjustments represent cumulative translatiferences as a result of timing differences betwveecognition of certain
expenses under U.S. and Canadian GAAP. Accumutdbest comprehensive income under US GAAP represhetcumulative

translation adjustment account, the exchange gaiddosses arising from the translation of therfaial statements of self sustaining
foreign subsidiaries under Canadian GAAP.
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Canadian GAAP Reconciliation
Statement of Operations
Three Months Ended March 31, 2005

(thousands of United States dollars, except paesiraounts)

Revenue
Services
Products

Operating Expense
Cost of services sol
Cost of products sol
Office and general expens
Depreciation and amortizatic

Operating Profit (Loss

Other Income (Expense
Foreign exchange and other gain (Ic
Interest expens
Interest incom:

Income (Loss) from Continuing Operations Before
Income Taxes, Equity in Affiliates and Minority
Interests

Income Taxes (Recover

Income (Loss) from Continuing Operations Before
Equity in Affiliates and Minority Interesi

Equity in Affiliates

Minority Interests

Income (Loss) from Continuing Operatic
Loss on Discontinued Operatio

Net Income (Loss

Earnings (Loss) Per Common Sh
Basic
Continuing Operation
Discontinued Operatior
Net Income (Loss

Diluted
Continuing Operation
Discontinued Operatior

Net Income (Loss

Stock-Based

Proportionate
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Compensation and Consolidation of Canadian
GAAP GAAP

75,21( — 2,62¢ 77,83¢
17,17 — — 17,17
92,38! — 2,624 95,00¢
47,70( — 1,627 49,32%
10,88: — — 10,88:
30,63¢ (272 49¢ 30,86:
4,51° — 56 4,571
93,73: (279 2,182 95,64
(1,359 272 442 (637)
237 — — 237
(1,336 — (81) (1,417
62 — 13 75
(1,037 - (68) (1,105
(2,389 273 374 (1,742)
(971) — 15¢ (812)
(1,419 273 21¢ (930
184 — (215 (3D
(2,549 — — (2,549
(3,789 277 — (3,510
(3,789 275 - (3,510
(0.17) (0.16)
(0.17) (0.16)
(0.17) (0.16)
(0.17) (0.16)




Canadian GAAP Reconciliation
Balance Sheet

As at March 31, 2005

(thousands of United States dollars)

ASSETS
Current Asset
Cash and cash equivalel
Accounts receivabl
Expenditures billable to clien
Inventories
Prepaid expenses and other current a:

Total Current Asset

Fixed asset
Investment in Affiliates
Goodwill

Intangibles

Deferred Tax Assel
Assets Held for Sal
Other Asset:

Total Assets

Current Liabilities
Bank debt
Accounts payabl
Accruals and other liabilitie
Advance billings
Current portion of lon-term debt
Deferred acquisition considerati

Total Current Liabilities

Long-Term Debi

Liabilities Related to Assets Held for Si
Other Liabilities

Deferred Tax Liability

Total Liabilities

Minority Interests

Shareholder Equity
Share capite
Share capital to be issu
Additional paic-in capital
Retained earnings (deficl

Accumulated other comprehensive income (i

Total Shareholde’ Equity

Total Liabilities and Sharehold¢ Equity

Stock-based Proportionate
us Compensation Consolidation of Canadian
GAAP and Other Affiliates GAAP
8,97¢ $ = 1,592 10,57(
112,96¢ — 2,714 115,68:
7,872 — 55¢ 8,42
9,63t — — 9,63t
5,32¢ — 95 5,421
144,77¢ — 4,95¢ 149,73:
54,43 — 3,511 57,94:
10,58( — (8,121 2,45¢
146,44 — 5,83¢ 152,27¢
45,72« — 758 46,47,
14,017 — 21 14,03¢
10C — — 10C
7,19¢ — 102 7,30z
42327. $ — 7,05¢ 430,33(
10,25 $ — — 10,25z
61,55 — 1,41¢ 62,96¢
48,95¢ — 23C 49,18¢
50,29: — 1,15 51,45(
3,137 — 12¢ 3,26t
1,771 — — 1,771
175,96! — 2,93( 178,89!
56,96¢ — 4,071 61,04
653 — — 653
4,00( — 52 4,052
854 — — 854
238,43t — 7,05¢ 245,49!
45,11: — — 45,11:
164,06! 1,29¢ — 165,36:
3,90¢ — — 3,90¢
18,14( (2,329 — 15,817
(48,86¢) (4,159 — (53,025
2,47¢ 5,18¢ — 7,661
139,72: — — 139,72:
423.27. $ — 7,05¢ 430,33(
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Canadian GAAP Reconciliation
Statement of Cashflows

Three Months Ended March 31, 2005
(thousands of United States dollars)

Operating activitie:
Net income
Loss from discontinued operatio
Income (Loss) from continuing operatic
Stocl-based compensatic
Depreciation and amortizatic
Deferred finance charg:
Gain in sale of asse
Deferred income taxe
Foreign exchang
Earnings of affiliate:
Minority interest and othe
Changes in nc-cash working capite

Investing activities
Capital expenditure
Acquisitions, net of cash acquir
Proceeds of dispositic

Distributions from no-consolidated affiliate

Other assets, n

Financing activitie:
Increase bank del
Proceeds on issuance of l-term debt
Repayment of lor-term debi

Foreign exchange effect on cash and cash

equivalents

Effect of discontinued operatiol

Net increase (decrease) in cash and cash equis

Cash and cash equivalents beginning of pe
Cash and cash equivalents end of pe

Stock-based Proportionate
us Compensation Consolidation of Canadian
GAAP and Other Affiliates GAAP

(3,789 $ 27 $ — 3 (3,510
(3,789 277 — (3,510
992 (273 — 71¢
4,51° — 56 4,571
21¢€ — — 21€
(20) — — (20)
(1,139 — 15€ (97¢)
(180 — — (180)
(189 — 21¢F 31
(367) — — (367)
(23,410 — (393) (23,809
(23,355 — 34 (23,32)
(2,319 — (36) (2,349
13€ — — 13€
13€ — — 13€
457 — (367) 90
@) — — @)
(1,589 — (40%) (1,997)
4,22¢ — — 4,22¢
7,16¢ — — 7,16¢
(564) — (30) (594)
10,83: — (30) 10,80:
112 — — 112
30€ — — 30€
(13,69Y) - (399 (14,099
22,67: — 1,991 24,66
8,97¢ $ — $ 1592 $ 10,57(
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Canadian GAAP Reconciliation
Statement of Operations

Three Months Ended March 31, 2004

(thousands of United States dollars, except paesiraounts)

Revenue
Services
Products

Operating Expense
Cost of services sol
Cost of products sol
Office and general expens
Depreciation and amortizatic

Operating Profit (Loss

Other Income (Expense:
Gain on sale of assets and ot
Foreign exchange ga
Interest expens
Interest incom:

Income Before Income Taxes, Equity
Affiliates and Minority Interest
Income Taxe!

Income (Loss) Before Equity in
Affiliates and Minority Interest

Equity in Affiliates

Minority Interests

Income (Loss) from Continuing
Operations
Loss on Discontinued Operatio

Net Income (Loss

Earnings (Loss) Per Common Sh
Basic
Continuing Operation
Discontinued Operatior
Net Income (Loss

Diluted
Continuing Operation
Discontinued Operatior
Net Income (Loss

Embedded
Derivative Proportionate
us Convertible and Goodwill Consolidation of Canadian
GAAP Notes Charge Affiliates GAAP

$ 50,33¢ $ — — 6,577 $ 56,91:
18,03 — — — 18,03

68,37: — — 6,571 74,95(

36,59: — — 2,328 38,91t

11,17¢ — — — 11,17¢

22,57 — — 1,57¢ 24,15(

2,37( — — 11¢€ 2,48¢

72,70¢ — — 4,01¢ 76,72¢

(4,336) — — 2,55¢ (1,77¢)

16,32: — (6,759 — 9,56¢

17C — — — 17C

(2,759 521 — (87) (2,325

421 — — 1) 42(

14,15: 521 (6,759 (89) 7,83:

9,81¢ 521 (6,759 2,47( 6,05¢

197 — — 92¢ 1,12¢

9,621 521 (6,759 1,541 4,92¢

1,541 — — (1,54 —

(1,297) — — — (1,297

9,86¢ 521 (6,759 — 3,632

(1,400 — — — (1,400

$ 8,46t $ 521 (6,759 — 3 2,23:
$ 0.52 $ 0.1¢€
(0.07) (0.07)

$ 0.4t $ 0.0¢
$ 0.47 $ 0.1t
(0.06) (0.06)

$ 0.41 $ 0.0¢
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Canadian GAAP Reconciliation
Balance Sheet

As at December 31, 2004
(thousands of United States dollars)

ASSETS
Current Asset
Cash and cash equivalel
Accounts receivabl
Expenditures billable to clien
Inventories
Prepaid expenses and other current a:

Total Current Asset

Fixed Asset:
Investment in Affiliates
Goodwill

Intangible Asset
Deferred Tax Benefit
Assets Held for Sal
Other Asset:

Total Assets

LIABILITIES AND SHAREHOLDERS' EQUITY
Current Liabilities

Bank debi

Accounts payabl

Accruals and other liabilitie

Advance billings

Current portion of lon-term debt

Deferred acquisition considerati

Total Current Liabilities

Long-Term Debt

Liabilities Related to Assets Held for Si
Other Liabilities

Deferred Tax Liabilities

Total Liabilities

Minority Interests

Shareholder Equity
Share capite
Share capital to be issu
Additional paic-in capital
Retained earnings (defic
Accumulated other comprehensive income (I

Total Shareholde’ Equity
Total Liabilities and Sharehold¢ Equity

Convertible Proportionate
us Notes and Consolidation of Canadian
GAAP Other Affiliates GAAP
22,67 $ — 1,97¢ $ 24,65
111,39¢ — 1,92¢ 113,32
8,29¢ — 29¢ 8,59t
10,79: — — 10,79:
3,84¢ — 52 3,901
157,00¢ — 4,257 161,26t
55,36¢ — 4,101 59,46¢
10,77: — (8,289) 2,482
146,49: — 5,87¢ 152,37(
47,27 — 77¢ 48,05:
12,88: — 21 12,90¢
622 — — 62z
7,43¢ — 10€ 7,544
437,85 $ = 6,851 $ 444,70t
6,02¢ $ — — 3 6,02¢
77,42¢ — 1,467 78,89:
94,63¢ — 60 94,69¢
9,79¢ — 1,011 10,80¢
3,21¢ — 12t 3,34:
1,77¢ — — 1,77¢
192,88: — 2,66: 195,54
50,32( — 4,13¢ 54,45¢
867 — — 867
4,857 — 52 4,90¢
854 — — 854
249,77 — 6,851 256,63(
45,05 — — 45,05
164,06! 1,29¢ — 165,36:
3,90¢ — — 3,90¢
17,11z (2,050 — 15,06:
(45,089 (4,432) — (49,515
3,02( 5,18¢ — 8,20¢
143,02 — — 143,02:
437,85 $ — 6,851 $ 444 70¢
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Canadian GAAP Reconciliation
Statement of Cashflows

Three Months Ended March 31, 2004
(thousands of United States dollars)

Operating Activities
Net income (loss $
Loss from discontinued operatio

Income (loss) from continuing
operations

Stoclk-based compensatic

Depreciation and amortizatic

Deferred finance charg:

Deferred income taxe

Foreign exchang

Gain on sale of affiliat
Earnings of affiliate!

Minority interest and othe

Changes in nc-cash working capite

Investing activities
Capital expenditure
Acquisitions, net of cash acquir
Distributions from non-consolidate
affiliates
Other assets, n

Financing activitie:
Repayment of lor-term debt
Issuance of share capi
Purchase of share capi

Foreign exchange effect on cash anc
cash equivalent

Effect of discontinued operatiol

Net increase (decrease) in cash and
equivalents

Cash and cash equivalents beginning of
period

Cash and cash equivalents end of pe  $

Embedded Proportionate
us Convertible Derivative and Consolidation of Canadian
GAAP Notes Goodwill Charge Affiliates GAAP
8,46t $ 521 $ 6,759 $ — % 2,232
(1,400 — — — (1,400
9,86¢ 521 (6,759 — 3,632
6,05¢ — — — 6,05¢
2,37( — — 11¢€ 2,48¢
53¢ — — — 53¢
90¢ — — — 90¢
(170 - - (170)
(16,329 — 6,75¢ — (9,56¢)
(1,540 — — 1,541 —
(79) — — — (75)
(4,476) — — 17 (4,459
(2,84 521 — 1,67¢ (64€)
(3,039 — — (20€) (3,240
3 — — — 3
2,157 — — (2,15%) —
117 — — (44) 73
(757) — — (2,407) (3,169)
(2,167) (521) — (26) (2,709
2,041 — — — 2,041
(1,46¢) — — — (1,46¢)
(1,589) (521) — (26) (2,136)
(1,199 — — — (1,199
(739 — — — (73€)
(7,129 — — (757) (7,885
65,33¢ — — 5,671 71,00t
58,20¢ $ — $ — $ 4914 % 63,12(
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Item 2. Management’s Discussion and Analysis of Financiab@dition and Results of Operations

Unless otherwise indicated, references to the “Gomgpmean MDC Partners Inc. and its subsidiariad, references to a fiscal year means
the Company’s year commencing on January 1 ofysat and ending December 31 of that year (e.galfB005 means the period beginning
January 1, 2005, and ending December 31, 2005).

The Company reports its financial results in acaoo# with generally accepted accounting princiflé®\AP”) of the United States of
America (“US GAAP”). However, the Company has irgd certain non-US GAAP financial measures andsatihich it believes, provide
useful information to both management and readettsi®report in measuring the financial performamand financial condition of the
Company. These measures do not have a standardeaming prescribed by US GAAP and, therefore, ntype comparable to similarly
titted measures presented by other publicly tramedpanies, nor should they be construed as amatiee to other titled measures
determined in accordance with US GAAP. Refer todiseussion under “Combined Revenue, OperatingsCosd Operating Profit.”

The following discussion focuses on the operatiadqgymance of MDC Partners Inc. (the “Company”) hee three-month periods ended
March 31, 2005 and 2004, and the financial condlitibthe Company as at March 31, 2005. This arsasfsould be read in conjunction with
the interim condensed consolidated financial statémpresented in this interim report and the alnsugited consolidated financial
statements and Management’s Discussion and Anadysgented in the Annual Report to Shareholderthfoyear ended December 31, 2004
as reported on Form 10K. All amounts are in U@lagds unless otherwise stated.
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Combined Revenue, Operating Costs and Operatirfgdro

For purposes of the Management’s Discussion andy8isa“MD&A"), except as otherwise indicated, 10086the results of operations of
those material entities which are required to hétg@ccounted for under US GAAP have been combored line by line basis with the ott
consolidated businesses of the Marketing Commupitsibperating segment, and this alternative ptasen of operating results has been
described as “Combined”. These “Combined” resuiteidt constitute a financial measure prepared dom@ance with US GAAP and,
therefore, may not be comparable to similarly ditteeasures presented by other publicly traded coimpanor should they be construed as an
alternative to other titled measures determinegttordance with US GAAP. A reconciliation of “Coméd” results of operations of the
Marketing Communications operating segment to tAAB reported results of operations has been proviethe Company in the tables
included in this MD&A. In the following MD&A discusion, we present our results on a segment badisytd by a discussion of our results
on a consolidated US GAAP basis.

The following affiliates of the Company are reqdite be equity accounted for under US GAAP: (i) &mark Promotions Group Inc., which
is 55% owned but not unilaterally controlled by empany; (ii) Cliff Freeman & Partners, LLC, 19.9%ned by the Company: (iii) Mono
Advertising, LLC, 49.9% owned by the Company; @y Inc., 49.9% owned by the Company; and (v) udéptember 22, 2004, Crispin
Porter + Bogusky, LLC, (“CPB"), owned 49.0% by t@empany. The financial statements of CPB are dateted with the Company’s
beginning September 22, 2004.

Management monitors the results of the Marketingh@ainications segment on a Combined basis becaigssetiment allows managemer
evaluate all of the key performance indicators @omparable basis within its Marketing CommuniaagiGroup.

Executive Summary

Revenue for the first three months of 2005 was4@dllion on a consolidated basis, representing% &crease compared to revenue of
$68.4 million in the same quarter of 2004. Thizréase related primarily to acquisitions (excludimgse accounted for on an equity basis) in
the Marketing Communications Group, together whi tonsolidation of CPB from September 22, 200d,@aganic growth. Revenues of
the Marketing Communications Group increased 49%stgu-on-quarter, to $75.2 million. Revenue relateSecure Products International
decreased 5% to $17.2 million for the same pepadyarily due to a decrease in volumes from exgstihients.

The loss from operations for the first three momth2005 was $1.4 million compared to $4.3 millfon the first quarter of 2004, primarily
the result of a decrease in the stock-based cormpenxpense recorded by Corporate and Other tigesaand an increase in operating
profit attributable to Marketing Communicationsateld to an improvement in revenues, partially oftisethe operating loss incurred by
Secure Products International on lower volumes @agto the first quarter of the prior year.

35




For the Three Months Ended March 31, 2005
(thousands of United States dollars)

Revenue

Operating Expense
Cost of services sol
Cost of products sol
Office and general expen
Depreciation and amortizatic

Operating Profit (Loss

Other Income (Expense
Gain on sale of asse
Foreign exchange ga
Interest expense, n

Loss from Continuing Operations

Before Income Taxes, Equity
Affiliates and Minority Interes
Income Taxes (Recover

Loss from Continuing Operatior
Before Equity in Affiliates anc
Minority Interests

Equity in Earnings of Non
Consolidated Affiliate:

Minority Interests in Income of
Consolidated Subsidiarit

Loss from Continuing Operatiol
Loss on Discontinued Operatio

Net Income (Loss

Combined
Combined As Reported under US GAAP
Marketing Less Equity Marketing Secure Products Corporate &
Communications Affiliates Communications International Other Total
$ 81,68: $ 6,47: $ 75,21C $ 17,17. $ — $ 92,38
52,19¢ 4,49¢ 47,70( — — 47,70(
— — 10,88: — 10,88t
20,31: 1,50¢ 18,80 5,804 6,02 30,63¢
3,57 15E 3,41¢ 1,06z 34 4,51¢
76,08( 6,15¢ 69,92¢ 17,75( 6,05¢ 93,73:
$ 5600 $ 31 $ 528: $ (579 $ (6,05¢) (1,357
57
18C
(1,279
(2,389
I CI 4
(1,419
184
(2,549
(3,789
$ (3,789
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Results of Operations:

For the Three Months Ended March 31, 2004
(thousands of United States dollars)

Combined As Reported under US GAAP
Combined Less Secure
Marketing Equity Marketing Products Corporate &
Communications Affiliates Communications International Other Total
Revenue $ 62,81( $ 12,47 $ 50,33¢ $ 18,037 $ — $ 68,37
Operating Expense
Cost of services sol 42,58¢ 5,992 36,59: — — 36,59:
Cost of products sol — — — 11,17¢ — 11,17¢
Office and general expen 9,421 1,50t 7,91¢ 5,871 8,77¢ 22,57
Depreciation and amortizatic 1,85¢ 19C 1,66¢ 675 26 2,37(
53,86¢ 7,68 46,17" 17,723 8,80¢ 72,70¢
Operating Profit (Loss $ 8,94¢ $ 4,781 $ 4,15¢ $ 31C $ (8,80%) (4,33¢)
Other Income (Expense) Gain on
sale of affiliate and settlement of
long-term debt 16,32:
Foreign exchange ga 17C
Interest expense, n (2,339
Income from Continuing
Operations Before Income
Taxes, Equity in Affiliates and
Minority Interests 9,81¢
Income Taxe: 197
Income from Continuing
Operations Before Equity in
Affiliates and Minority Interest 9,621
Equity in Earnings of Non
Consolidated Affiliate: 1,541
Minority Interests in Income of
Consolidated Subsidiaris (1,297
Income from Continuing
Operations 9,86t
Loss on Discontinued Operatio (1,400
Net Income $ 8,46¢
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Three Months Ended March 31, 2005 Compared to Thremonths Ended March 31, 2004
Marketing Communications Grot
Revenue

For the first quarter of 2005, Marketing Commurnimas revenue on a Combined basis was $81.7 miti@npared to $62.8 million in the fi
quarter of 2004, representing a quarter-over-quarteease of $18.9 million, or 30%. On a consdkdabasis, revenues increased $24.9
million, or 49%, to $75.2 million in 2005 comparedrevenue of $50.3 million in 2004. See the furtiscussion of the consolidated basis
results under the heading “Consolidatéélow. Of the Combined revenue growth, $11.1 millvas attributable to acquisitions complete
the Company during 2004. During the first quaoe2004, the Company acquired a controlling inteireshe integrated marketing
communications group of agencies of Kirshenbaundbpartners, LLC, (“KBP”) and an equity interesttlire advertising agency Cliff
Freeman + Partners, LLC. During the second quaft2004 the Company acquired controlling inter@stsenderson bas, an interactive
marketing agency, Mono Advertising, LLC, an adwséntj agency, Hello Design, LLC and Bruce Mau Dedign, branding and design
studios, and Banjo, LCC, a production studio. Bgithe third quarter of 2004, the Company acquifisRobertson, LLC and Zig Inc.,
advertising agencies. Excluding the revenue ddrik@m these acquisitions, Combined revenues isead4% period-over-period.
Additionally, a weakening of the US dollar in 20€@&mpared to 2004 resulted in increased contribatfoom the division’s Canadian and
UK-based operations by approximately $1.0 million.

Excluding the effects of both acquisitions and iigneexchange rate changes, Combined revenues imgimy approximately 12% for the fii
quarter of 2005 compared to the same prior-yeaogeprimarily attributable to new business winartgcularly in the US, and revenue
generated by a new venture initiated in the secpradter of 2004.

The Company'’s client base composition shifted iresal areas in the first quarter of 2005 as conpawdhe first quarter of 2004. The
Company saw a relative increase in spending byl eetd healthcare-based clients, while financialiee-based client revenues decreased
percentage of Combined revenue in the first quaftéis year as compared to the same quartesof/iar. In dollar terms, significant
increases were noted in revenues from consumeugptoettail and telecommunications-based client® ificrease in revenues from the
consumer product and retail industries was primainié result of revenues from businesses acquir@®@4, principally KBP, which were
proportionately weighted more to the consumer pcodad retail-industry based clients than the Comdbirevenues of the pre-existing
businesses.

The Company’s acquisitions in 2004 increased thiad@venues and also the proportionate sharewvanues from advertising services, as
compared to the all other types of marketing comigations services. For the first three months @& &dvertising services Combined
revenues represented approximately 44% of Combimeghues, as compared to 39% for 2004. Excludiagtfects of acquisitions,
advertising services would have been 36% of revemaesus 35% of revenues in the first quarter sifyaar.

The positive organic growth, combined with acqiosis, resulted in a shift in the geographic mixCaimbined revenues, due to an increase in
the percentage of revenue growth attributable toa@&n and UK-based operations versus US operatmmgared to the geographic mix
experienced in the first quarter of 2004. Thigtshidemonstrated in the following table:

Combined Revenue

Three Months Ended Three Months Ended
March 31, 2005 March 31, 2004
us 75% 79%
Canade 22% 19%
UK 3% 2%
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Operating Expenses

Combined operating expenses increased at a higlserthan Combined revenues, increasing 41% to $@iflian during the first quarter of
2005, as compared to $53.9 million in the samerpr@ar quarter. On a consolidated basis operatpgnses increased 51% to $69.9 million
in the three-month period ending March 31, 2005;amspared to $46.2 million in the same period @£20See the further discussion of the
consolidated basis results under the heading “Ginlaged” below.

Of the Combined operating cost components, Comhinetof services sold increased $9.6 million 2But decreased as a percentage of
revenue from 67.8% for the first three months di€@ 63.9% for the first three months of 2005.isTdecrease can be attributed to the high
proportion of fixed versus variable expenses inetlioh costs of services provided and a shift inrée¢ between production and
administration functions.

Office and general expenses grew $10.9 million@arhbined salaries and related costs, which inghudduction related salaries that are
recorded in cost of services and administrativarges that are recorded in office and general esggrincreased as a percentage of revenue i
the first quarter of 2005 to 48.4% from 45.7% ia #004 first quarter. These relative changes weesut of several factors. First, if the
effects of acquired business were excluded fronCihimbined results, office and general expensesddoave increased $8.8 million, and
salaries and benefits would have declined sligiotk3.5% of revenue from 43.7%.

The remaining increase in office and general expemsexcess of the growth rate of revenues wasapily related to a shift in certain key
staff to administration functions, an increaseeintrand other costs incurred by CPB primarily assalt of an office expansion, and costs
incurred by Life Med Marketing, a marketing serng@mmpany.

Combined depreciation and amortization expensth®year increased $1.7 million compared to the fiiree months of 2004 and included
an additional $0.8 million related to the amortiaatof intangibles acquired in business acquisgtiand $0.8 million related to amortizatior
intangibles recognized on the consolidation of GRE variable interest entity.

Combined operating expenses expressed as a pgeaitevenue were 93.1% in 2005 compared to 8n820604.
Operating Profit

As a result of the factors discussed above, Condbiperating profit decreased by approximately 33%3.6 million from $8.9 million,
guarter-on-quarter, while operating margins we&®for 2005 as compared to 14.2% in 2004. Exclytle effects of the acquisitions and
the investments in new ventures, as described al@mmbined operating profits would have decreagéd & $4.8 million from $7.4 million,
resulting in Combined operating margins of apprately 7.6% in 2005 and 13.4% in 2004. The decrea€®mbined operating margins
was primarily reflective of an increase in genenadl other operating costs related to administratalaries and an increase in the occupancy
and office costs incurred by CPB.

Secure Products International
Revenue

Revenues recorded by Secure Products Internafiontie first quarter of 2005 were $17.2 millioapresenting a decrease of $0.9 million, or
5%, compared to the first quarter of 2004. Revematated to the stamp operations of Ashton-PdtierCanadian card operation, Metaca,
and Mercury, the Canadian ticketing business, dedldue primarily to a decrease in volumes fromstag clients. Ticketing revenues at
Mercury were negatively impacted by the Nationatkiey League (“NHL") lockout and the cancellationtlo& 2005 playoffs. A continuation
of the NHL lockout will further adversely affectuenue in 2005. Placard, the Australian card opmraexperienced revenue growth of 14%
compared to the same quarter of the 2004 primdtib/to higher volumes.

Operating Expenses

Operating expenses were $17.8 million during therign ended March 31, 2005 versus $17.7 milliothexsame prior-year period. As a
percentage of revenues, operating costs were 108.48¢ first quarter of 2005 versus 98.3% for shene period in 2004. See the further
discussion of the components of the increase ifiali@ving paragraphs.
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Cost of products sold decreased $0.3 million frdrh.$ million for the first quarter of 2004 to $10r8llion in 2005 reflecting the impact of
the decrease in revenues. As a percentage ofueyeast of products sold increased to 63.4% fra@r% primarily due to the increase in
costs incurred by Mercury and Metaca due to pradndhefficiencies as a result of reduced volumes.

Office and general expenses, at $5.8 million ferdbarter, were relatively unchanged comparedd@€@®4 first quarter. Salaries and related
costs included in office and general expenses $@:2 million in 2005 versus $3.4 million in 2004ckxding severance costs incurred by
Metaca of $0.2 million and $0.1 million, respective

Depreciation and amortization increased $0.4 mmiltioe primarily to the impact of investment spegdimthe first half of 2004 to increase
capacity at Ashton-Potter for the additional volsna@ticipated from the United States Postal Sesvioatract.

Operating Profit

The Secure Products International Group incurredpsrating loss of $0.6 million for the first quarbf 2005, a decrease of $0.9 million fr
the 2004 first quarter operating profit of $0.3Iril, primarily as a result of a decrease in therafing income attributable to the Canadian
card operations, Mercury and Ashton-Potter, padytiaffset by an increase related to the Austratiard operation.

Corporate and Other
Operating Costs

Operating costs related to the Company’s CorpamateOther operations totaled $6.1 million compaoe$8.8 million in the first quarter of
2004. The decrease of $2.7 million was largelyréseilt of a decrease in the provision for stockelolacompensation, partially offset by an
increase in overhead costs including the estabbshmof a US corporate office in New York and in@@ compliance costs associated with
US GAAP reporting and Sarbanes-Oxley legislatiSalaries and benefits, included in office and galnexpenses, decreased $3.7 million
from the previous year, and included $1.0 millidrsimck-based compensation expense in 2005 ve0sidillion in 2004. The $5.0 million
decrease in stock-based compensation expense iyinetaited to charges recorded in the first quanfe2004 for warrants issued and
adjustments required due to the change in shace.pri

Consolidated
Revenue

On a consolidated basis, revenue increased $24li0rmor 35%, to $92.4 million in the first quartef 2005 compared to revenue of $68.4
million in the same quarter of 2004. As previoudiscussed, this increase related primarily to esitijpons (excluding those accounted for on
an equity basis) in the Marketing Communicationsupr, together with the consolidation of CPB fronpt®enber 22, 2004 as a result of
amendments to the Credit Facility, and organic gihguartially offset by the effect of a decreaseewenues of the Secure Products
International Group.

Operating Expenses

Consolidated operating expenses increased $21li0mtid $93.7 million in the first quarter of 206®m $72.7 million in the first quarter of
2004. As a percentage of revenue, operating easts 101.5% in 2005 compared to 106.3% in 2004.ifi¢rease is largely due to the imp
of the increased costs incurred by the Marketinghn@ainications Group as a result of the factors desdrabove partially offset by the
decrease in operating costs associated with Camaral Other operations. Operating costs as &ipege of revenue for the Marketing
Communications Group increased from 91.7% in trst fahree months of 2004 to 93.0% in the first ¢hmeonths of 2005.
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During the first quarter of 2005, amortization empe related to intangible and other assets wasrillibn compared to nil in the first quarter
of 2004. Amortization expense for the remainde2@d5 and beyond is expected to be significantihéi than that experienced during 2004.

As a result of changes in the relationship betwherCompany and CPB, effective September 22, 200@Lbmpany became the primary
beneficiary of CPB and is required to consolidégeperations under FIN 46R. As a result of thisngfe in accounting, the Company was
required to obtain a fair market valuation of CR&l aecord assets, including goodwill and non-godldatiangibles, and liabilities of CPB
based on their fair value as of September 22, 200ds resulted in the Company recording $43.liamlbf intangible assets and goodwill, of
which $16.9 are amortizable. For the first quanfe2005, amortization expense related to thesmgibles was $0.8 million. The Company
will continue to recognize amortization expensdtmnfull value of the intangible assets at CPBpdesontinuing to realize 49.0% of the
income generated by the business based on its eéooavnership.

Operating Profit

As a result of the above, the Company incurredperating loss of $1.4 million in the first quart#r2005 representing a $2.9 million
improvement from the operating loss of $4.3 millinourred in the same period of 2004.

Gain on Sale of Affiliate and Settlement of LongrfieDebt

The gain on sale of assets recorded in the firattquof 2005 related to equipment dispositionAstiton-Potter and the sale of a portfolio
investment held by Corporate and Other operatidn®2004, the Company recorded a gain on the diuestof its remaining interest in
Custom Direct, net of a loss on the settlemenhefexchangeable debentures and the fair valuetadjnss on the related embedded
derivative, resulting in a net gain of $16.3 miflio

Foreign Exchange Gain

The foreign exchange gain of $0.2 for the firstrtgraof 2005 was relatively unchanged from the gagorded in the same period of 2004
was due primarily to a weakening in the Canadidtadoompared to the US dollar on the US dollaratremated balances of Canadian
subsidiaries. At March 31, 2005, the exchangewai® 1.21 Canadian dollars to one US dollar, coetptr 1.20 at the end of 2004. At
March 31, 2004, the exchange rate was 1.31 Canadiéars to one US dollar, compared to 1.30 aietie of 2003.

Net Interest Expens

Net interest expense for the first quarter of 260% consolidated basis was $1.3 million, $1.0ianillower than the $2.3 million incurre
during the first quarter of 2004. Interest expetisereased $1.4 million in the first quarter of 2@@mpared to the first quarter of 2004 du
the redemption of the Company’s 7% subordinate@cungd convertible debentures in the second quair004, the reduction of borrowing
rates through the replacement of several highdraredit facilities with the Credit Facility in thtaird quarter of 2004 and the reduction of
long-term debt through the implementation of a aasimagement program that provides the Companyasithss to the cash floats of a
majority of its subsidiaries. Interest income @ased by $0.4 million due to higher cash balanteertin agencies and head office in the
first quarter of 2004.

Income Taxes (Recovery)

The income tax recovery recorded in the first thremths of 2005, was $1.0 million, compared to gmease of $0.2 million for the same
period in 2004. Income taxes were 40.6% of incnmie continuing operations before income taxesjtgqu affiliates and minority interes
versus 2.0% in 2004. In 2004, the Company did@obgnize a tax charge related to the gain oncSaéiliate as a result of available tax
losses, for which a full valuation allowance hadviously been recorded, causing the Company’s teffetax rate to be substantially lower
than the statutory tax rate.
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Equity in Affiliates

Equity in affiliates represents the income attrétlé to equity-accounted affiliate operations. fherfirst quarter of 2005, income of $0.2
million was recorded, $1.3 million lower than the B million earned in the first quarter of 2004inmarily due to the consolidation of CPB,
which has been consolidated in the Company’s fiimstatements since September 22, 2004, but veasqusly accounted for under the
equity method.

Minority Interests

Minority interest expense was $2.5 million for firet quarter of 2005, up $1.2 million from the $million minority interest expense
incurred during in the first quarter of 2004, priihadue to the earnings of CPB which have beeonm#ed on a consolidated basis since
September 22, 2004.

Discontinued Operations

The 2004 first quarter loss from discontinued ofjens amounted to $1.4 million and related to tleen@any’s wholly-owned UK-based
marketing communications subsidiary, Mr. Smith Ageritd. In November 2004, the Company’s managémeached a decision to
discontinue this operation due to its in unfavogadtonomics. Substantially all of the net assktiseodiscontinued business were sold during
the fourth quarter of 2004 with the dispositiorafifactivities of Mr. Smith. The remaining saleasfsets was substantially complete by the
end of the first quarter of 2005. No significaneetime termination benefits were incurred or aqeeeted to be incurred. No further
significant other charges are expected to be iedurr

Net Income

As a result of the foregoing, the net loss recoffdedhe first quarter of 2005 was $3.8 million&8.17 per diluted share, compared to the net
income of $8.5 million or $0.41 per diluted shagparted for the first quarter of 2004.

Liquidity and Capital Resources:
Liquidity

The following table provides information about tiempany’s liquidity position:

Three months ended Three months ended Year ended
March 31, 2005 March 31, 2004 December 31, 200:
Cash and cash equivalel $ 8,97¢ $ 58,20¢ $ 22,67
Working capital $ (31,18) $ (13,339 $ (35,879
Cash from operatior $ (23,359 $ (2,845 $ 24,50:
Cash from investin $ (1,589 $ (757 $ (27,656
Cash from financin $ 10,83 $ (1,589 $ (34,367
Total debi $ 70,35: % 116,71¢ $ 59,56¢

As at March 31, 2005, $3.6 million of the consdl@thcash position was held by subsidiaries, whatthpugh available for the subsidiaries’
use, does not represent cash that is distributebéarnings to MDC Partners Inc. for use to redsdadebtedness.

Working Capital

At March 31, 2005, the Company had a working capigdicit of $31.2 million compared to a deficit $85.9 million at December 31, 2004.
The $4.7 million improvement is due primarily to iacrease in working capital in the Marketing Conmizations subsidiaries, primarily due
to payments made to media suppliers in the firartgn of 2005 that were financed through long-teeht.

The Company intends to maintain sufficient avallgbof funds under the Credit Facility at any peutar time to adequately fund such
working capital deficits should there be a needdso from time to time.
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Cash Flow from Operations
Operating Activities

Cash flow used in operations, including changeasoim-cash working capital, for the first quarte26D5 was $23.4 million. This was
attributable primarily to the loss from continuiagerations of $3.8 million, a decrease of $23.4ionilin non-cash working capital primarily
the result of a decrease in accounts payable amdextliabilities of $25.3 million, primarily reging from the payment of media related
payables, and an increase in deferred tax ass&ts bmillion partially offset by depreciation aathortization of $4.5 million and stodasec
compensation of $1.0 million. The decline in pdgalduring the period was primarily due to a dexlimmedia buying service pass through
activity associated with the loss of a client. Casld in operations was $2.8 million in the samertgu of 2004 and was primarily reflective
of changes in non-cash working capital of $4.5iomll a gain on sale of assets and the settlemdangfterm debt of $16.3 million and
earnings of non consolidated affiliates of $1.5ionil, partially offset by income from continuing eqations of $9.9 million, stock-based
compensation of $6.1 million, depreciation and amation of $2.4 million and a decrease in defetgedassets of $0.9 million.

Investing Activities
Cash flows used in investing activities were $1iion for the first quarter of 2005, compared w#0.8 million in the first quarter of 2004.

Expenditures for capital assets in the first quaste2005 were $2.3 million. Of this amount, $iélion were made by the Marketing
Communications Group and the remaining $0.7 millielated primarily to the purchase of manufactueqgipment by Secure Products
International. In the first quarter of 2004, capéxpenditures totalled $3.0 million, of which $illion related to the Marketing
Communications Group’acquisition of computer and switching equipmeith the balance used by Secure Products Interradtiorpurchas
manufacturing equipment.

Cash flow used in acquisitions was $0.1 milliorihia first three months of 2005 and primarily redete the purchase of portfolio investments
by Corporate and Other operations.

Proceeds received for the disposition of equiprbgr®ecure Products International was $0.1 millmntiie three months ended March 31,
2005.

Distributions received from non-consolidated &dfiis amounted to $0.5 million for the first quadE2005 compared to $2.2 million in the
prior-year first quarter. The $1.7 million decrease masarily due to distributions from CPB in 2004 whi¢ was accounted for on an eqt
basis. Since September 22, 2004, this entity baa bonsolidated as a variable interest entity.

Financing Activities

During the first quarter of 2005, cash flows praddoy financing activities amounted to $10.8 milliand consisted of a $4.2 million incre

in the borrowings under the swing-line componerthefrevolving Credit Facility, an increase in letegm debt of $7.2 million primarily
related to the Credit Facility and capital leaggasenents totalling $0.6 million. In the same pry@ar quarter, cash flows used in financing
activities were $1.6 million and consisted of aagpent of $2.2 million of long-term indebtednessgeeds of $2.0 million from the issuance
of share capital through a private placement aace#tercise of options, and $1.5 million used tairepase shares of the Company under a
normal course issuer bid.

Long-Term Debt

Long-term debt (including the current portion ofigpterm debt) at the end of the first quarter d@2Was $60.1 million, an increase of $6.6
million compared with the $53.5 million outstandiagDecember 31, 2004, primarily the result ofrasréase of borrowing under the Credit
Facility.

During the quarter, the Company amended certaiheoferms and conditions of its Credit Facilityréuant to such amendments, the lenders
under the Credit Facility agreed, among other thing (i) extend the due date for the Company tiveleits 2004 annual financial statements
until March 31, 2005; (ii) amend the pricing gr{di) modify the Company’s total debt ratio, fixetharge ratio and capital expenditures
covenants as at December 31, 2004; and (iv) waiygatential event of default that may have ocalias a result of the Compasyfailure tc
comply with its total debt ratio and fixed charge/erage ratio covenants.
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In order to finance the Zyman Group acquisitior, @ompany entered into an additional amendmers ©riedit Facility on April 1, 2005.
This most recent amendment provided for, amongrdktiegs, (i) an increase in the total revolvingrooitments available under the Credit
Agreement from $100 million to $150 million, (ilppmission to consummate the Zyman Group acquisi(ibhmandatory reductions of the
total revolving commitments by $25 million on Ju& 2005, $5 million on September 30, 2005, $10ionilon December 31, 2005 and $10
million on March 31, 2006, (iv) reduced flexibilitp consummate acquisitions going forward and (@}lification to the fixed charges ratio
and total debt ratio financial covenants.

On May 9, 2005, the Company further amended thegef its Credit Facility. Pursuant to such ameadtpamong other things, the lenders
(i) modified the Company’s total debt ratio coventm June 30, 2005 and September 30, 2005 to rihddess restrictive; and (ii) waived the
default that occurred as a result of the Compafajfsre to comply with its total debt ratio covenaolely with respect to the period ended
March 31, 2005.

The recent amendments to the Credit Facility wexeessary in order to avoid an event of default utfteeCredit Facility, to finance the
Zyman Group acquisition, and to permit the Compangontinue to borrow under the Credit FacilityheTCompany is currently in
compliance with all of the terms and conditionstefamended Credit Facility, and management bedi¢ivat the Company will be in
compliance with covenants over the next twelve mentf, however, the Company loses all or a sutbstiaportion of its lines of credit under
the Credit Facility, or if the Company were unatgldorrow after giving effect to the mandatory retilons of its revolving commitments
under the Credit Facility, it will be required teek other sources of liquidity. If the Company &vanable to find these sources of liquidity,
for example through an equity offering or accesthéocapital markets, the Company’s ability to fitsdvorking capital needs and any
contingent obligations with respect to put optiareild be adversely affected

Capital Resources
At March 31, 2005, the Company had utilized apprately $57.3 million of its Credit Facility in tHferm of drawings and letters of credit.

The Company expects to incur approximately $10Maniof capital expenditures in the remainder 602 and $10.4 million in 2006. Such
capital expenditures are expected to include leddemprovements at certain of the Compangperating subsidiaries. The Company intt
to maintain and expand its business using cash éenating activities, together with funds availabhder the Credit Facility and, if requir
by raising additional funds through the incurrentéridge or other debt (which may include or requdurther amendments to the Credit
Facility) or the issuance of equity. Managemetiebes that the Company’s cash flow from operatiand funds available under the Credit
Facility will be sufficient to meet its ongoing d&g expenditure, working capital and other casbdseover the next two years. If the
Company has significant growth through acquisitidravever, management expects that the Company oeeld to obtain additional
financing. As described previously, on April D05, the Company increased its Credit Facility fi®h00 million to $150 million, with
specified mandatory reductions of $50 million thyghtMarch 2006.

Deferred Acquisition Consideration (Earnouts)

Acquisitions of businesses by the Company inclumaroitments to contingent deferred purchase coreider payable to the seller. The
contingent purchase obligations are generally payafnually over a three-year period following #uguisition date, and are based on
achievement of certain thresholds of future eamegd, in certain cases, also based on the rgt@wth of those earnings. The contingent
consideration is recorded as an obligation of tben@any when the contingency is resolved and theuatrie reasonably determinable. At
March 31, 2005, approximately $1.8 million in deégt consideration relating to prior year acquisiids presented on the Compaalanci
sheet. Based on the various assumptions as teefaperating results of the relevant entities, idicig the April 1, 2005 acquisition of the
Zyman Group, management estimates that approxiyndeb million of additional deferred purchase ghtions could be triggered during
2005 or thereafter. The actual amount that the g2y pays in connection with the obligations mayrtagerially different from this estima
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Off-Balance Sheet Commitments
Put Rights of Subsidiaries’ Minority Shareholders

Owners of interests in certain of the Marketing @umications subsidiaries have the right in cert&icumstances to require the Company to
acquire the remaining ownership interests heldcheyt These rights are not freestanding. The asvadility to exercise any such “putight

is subject to the satisfaction of certain condsidncluding conditions requiring notice in advanéexercise. In addition, these rights cannot
be exercised prior to specified staggered exedases. The exercise of these rights at theiresartiontractual date would result in obligati

of the Company to fund the related amounts dufiegperiod 2005 to 2013. It is not determinablehattime, if or when the owners of these
rights will exercise all or a portion of these tigh

The amount payable by the Company in the event sghts are exercised is dependent on various tialugormulas and on future events,
such as the average earnings of the relevant sabsttirough that date of exercise, the growth odithe earnings of the relevant subsidiary
during that period, and, in some cases, the cuyrerchange rate at the date of payment.

Management estimates, assuming that the subsgl@rieed by the Company at March 31, 2005, perforer the relevant future periods at
their 2004 earnings levels, that these rightdl] éxercised, could require the Company, in fufpesiods, to pay an aggregate of approxime
$83 million to the owners of such rights to acquire remaining ownership interests in the relegabtidiaries. Of this amount, the Comp

is entitled, at its option, to fund approximately6$million by the issuance of share capital. #gb rights were exercised in aggregate, the
Company would acquire incremental ownership intsrigsthe relevant Marketing Communications sulasids, entitling the Company to
additional annual operating income before deprieciaind amortization, which is estimated, usingshme earnings basis used to determine
the aggregate purchase price noted above, to bexapmtely $13 million. The ultimate amount payabhd the incremental operating
income if future relating to these transactiond vary because it is dependent on the future residiloperations of the subject businesses and
the timing of when these rights are exercised. “Beevard Looking Statements.”

Approximately $10 million of the estimated $83 naill that the Company could be required to pay slidgases’ minority shareholders upon
the exercise of outstanding “put” rights relatesigdits exercisable in 2005 in respect of the d&earof six subsidiaries. The Company
expects to fund the acquisition of these interélsts)d when they become due, through the usesif darived form operations, bank
borrowings and/or other external sources of finagciThe acquisition of any equity interest in cection with the potential exercise of these
rights in 2005 will not be recorded in the Companfinancial statements until ownership is trangferr

Subsequent Events

On April 1, 2005, the Company, through a wholly-@drsubsidiary, purchased approximately 61.6% ofdted outstanding membership
units of Zyman Group, LLC (“Zyman Group”) for puia$e price consideration of $52.4 million in cast 139,975 class A shares of the
Company, valued at $11.3 million. The Companynestes related transaction costs of approximatel§ 86llion will ultimately be incurred

In addition, the Company may be required to payougn additional $12.0 million to the sellers ifrdgn Group achieves specified financial
targets for fiscal years 2005 and/or 2006. As pfthis transaction, approximately 10% of the tgiatchase price was delivered to an escrow
agent to be held in escrow for one year in ordeatesfy potential future indemnification claims thye Company against the sellers under the
purchase agreement.

These events are described more fully in Note I#h@tondensed consolidated interim financial statgs included in this
Form 10-Q.

Differences in MD&A Presentation Under Canadian GAAP

Under Canadian securities requirements, the Comisamegjuired to provide supplemental informatiotitghlight the significant differences
that would have resulted in the information prodde the MD&A had the Company prepared the MD&AngsCanadian GAAP financial
information.

The Company has identified and disclosed the saanif differences between Canadian and US GAARpkeal to its condensed
consolidated interim financial statements for tharters ended March 31, 2005 and 2004 in Note ietecondensed consolidated interim
financial statements. The primary GAAP differentgacting the components of operating profit (Iasshe application under Canadian
GAAP of proportionate consolidation for investmeimtgoint ventures, while US GAAP requires equitcaunting for such investments, and
the treatment of certain foreign exchange gainsl@sgks on the repayment of certain
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intercompany loans. This GAAP difference does rameha significant impact on the content of the MD&g\the discussion of the results of
the Company’s marketing communications businesasdhen presented on a combined basis, consistarthes Company’s segment
disclosures in its consolidated financial statemefihe Combined financial information has beenmeied to US GAAP financial

information by adjusting for the equity accountfog certain joint ventures in this MD&A as well asthe segment information in Note 11 to
the condensed consolidated interim financial statém If the reconciliation of the Combined finaténformation were prepared to reconcile
to Canadian GAAP results, it would have to be adpigor the proportionate consolidation of the jaiantures.

Critical Accounting Policies

The following summary of accounting policies hast@repared to assist in better understanding ¢imep@ny’s consolidated financial
statements and the related management discussicanaitysis. Readers are encouraged to considdantbisnation together with the
Company’s consolidated financial statements andelated notes to the consolidated financial statémas included in the Company’s
annual report on Form 10-K for a more complete wvstdeding of accounting policies discussed below.

EstimatesThe preparation of the Company’s financial statesanconformity with generally accepted accoungimipciples in the United
States of America, or “GAAP”, requires managemenntke estimates and assumptions. These estimatessumptions affect the reported
amounts of assets and liabilities including goofwitangible assets, valuation allowances for inad@les and deferred income tax assets,
stock-based compensation, and the reporting ofbkriinterest entities at the date of the finamnsialements. The statements are evaluated ol
an ongoing basis and estimates are based on batexperience, current conditions and variousraissumptions believed to be reasonable
under the circumstances. Actual results can diffen those estimates, and it is possible that tfierdnces could be material.

Revenue Recognitic. The Company generates services revenue fromatkéting Communications segment and product revéouoeits
Secure Products International segment.

Marketing Communications

The Marketing Communications operating segmentsegvenue from agency arrangements in the forratafirer fees or commissions; from
short-term project arrangements in the form ofdikees or per diem fees for services; and fromritiges or bonuses.

Non refundable retainer fees are generally receghim a straight line basis over the term of theeiic customer contract. Commissi
revenue is earned and recognized upon the placeshadvertisements in various media when the Compas no further performance
obligations. Fixed fees for services are recoghiggon completion of the earnings process and s&eep by the client. Per diem fees are
recognized upon the performance of the Companyiscsss.

Fees billed to clients in excess of fees recognézerkbvenue are classified as deferred revenue.
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A small portion of the Company’s contractual arramgnts with clients includes performance incenpiravisions, which allow the Company
to earn additional revenues as a result of itsoperénce relative to both quantitative and qualitagoals. The Company recognizes the
incentive portion of revenue under these arrangé&nehen specific quantitative goals are achieveaylen the Company’s clients determine
performance against qualitative goals has beereaetli In all circumstances, revenue is only recoaghivhen collection is reasonably
assured.

Secured Products

Substantially all of the Secured Products Inteamsti segment revenue is derived from the salearfymts. There are no warranty or product
return provisions in the Company’s contracts tleatitt in significant provisions. The Company Hasfollowing revenue recognition
policies.

Revenue derived from the stamp operations is razedrupon shipment or upon delivery of the prodadhe customer when the Company’s
obligations under the contractual arrangements@mpleted, the customer takes ownership and assimaeisk of loss of the product, the
selling price is determinable and the collectionthaf related receivable is reasonably assuredCbinepany performs quality control testing
procedures prior to shipment to ensure that itéractual obligations are met. Under these conted@trangements, the Company has the
ability to recover any costs incurred prior to shgnt in the event of contract termination accorljiige Company accounts for the
manufacturing costs incurred as inventory work-iogess, prior to completion of production.

Revenue derived from secured printing arrangemeheseby the Company manufactures and stores theegrproduct for a period of time
the direction of its customer with delivery at &ufte date within a 90 day period is accounted foadbill and hold” basis whereby the
Company allocates the arrangement consideratianrefative fair value basis between the printingise and the storage service. The
Company recognizes the printing revenue when tetomized printed products moves to the securegddiaility and the printing process is
complete and when title transfers to the custoriiése Company has no further obligations under tirgipg segment of the arrangement.
Company recognizes the storage fee revenue onighdttine basis over the period to product delver

Although amounts are generally not billed by thenpany until the customized print product is deleceto the customer’s premises,
collection of the entire consideration is due unziatain contracts within 90 days of completionhaf printing segment of the arrangement
and is not dependent on delivery. For other cotgnabere payment is dependent on delivery, reventezognized upon delivery to the
customer’s premises and when other criteria foemere recognition are met.

Revenue derived from the design, manufacturinggritery management and personalization of secunel$ ¢arecognized as a single unit of
accounting when the secured card is shipped todtaholder, the Company’s service obligations eodhard issuer are complete under the
terms of the contractual arrangement, the totéihggprice related to the card is known and coitetof the related receivable is reasonably
assured. Any amounts billed and/or collected inaade of this date are deferred and recognizecealttipping date. Under these contractual
arrangements, the Company has the ability to recamwe costs incurred prior to shipping in the evantontract termination and accordingly
the Company accounts for the costs incurred rekatelésign and manufacturing as inventory work+ioepss.

The Company’s revenue recognition policies areoimgliance with the SEC Staff Accounting BulletirdlORevenue Recognition” (“SAB
104"). SAB 104 summarizes certain of the SEC saffews in applying generally accepted accountirigcpples to revenue recognition in
financial statements. Also, in July 2000, the EBfRhe Financial Accounting Standards Board relddssue No. 99-19, “Reporting Revenue
Gross as a Principal versus Net as an Agent” (“EBB9F9). This Issue summarized the EITF’s viewswbien revenue should be recorded at
the gross amount billed because it has earned uevieom the sale of goods or services, or the metet retained because it has earned a fee
or commission. In the Marketing Communicationsibesses, it acts as an agent and records revenaéteghe net amount retained, when
the fee or commission is earned.
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Acquisitions, Goodwill and Other Intangibl. A fair value approach is used in testing goodfeitlimpairment under SFAS 142 to determine
if an other than temporary impairment has occur@mk approach utilized to determine fair values éiscounted cash flow methodology.
When available and as appropriate, comparative enankiltiples are used. Numerous estimates and ga&uns necessarily have to be made
when completing a discounted cash flow valuatinoluding estimates and assumptions regarding stteases, appropriate discount rates and
capital structure. Additionally, estimates musitede regarding revenue growth, operating margixsiates, working capital requirements
and capital expenditures. Estimates and assumpisnseed to be made when determining the apptepromparative market multiples to
be used. Actual results of operations, cash flawgsather factors used in a discounted cash flowatain will likely differ from the estimates
used and it is possible that differences and cheangeld be material. No impairment charge was neizegl in 2005 or 2004.

The Company has historically made and expectsrtrage to make selective acquisitions of marketiagmmunications businesses. In
making acquisitions, the price paid is determingddrious factors, including service offerings, qumetitive position, reputation and
geographic coverage, as well as prior experiendgugment. Due to the nature of advertising, mimgeand corporate communications
services companies, the companies acquired frelgummte significant identifiable intangible assetsich primarily consist of customer
relationships. The Company has determined thaticertangibles (trademarks) have an indefinite & there are no legal, regulatory,
contractual, or economic factors that limit thefukkfe.

A summary of the Company’s deferred acquisitionsideration obligations, sometimes referred to asaads, and obligations under put
rights of subsidiaries’ minority shareholders taghase additional interests in certain subsidiay affiliate companies is set forth in the
“Liquidity and Capital Resources” section of thiport. The deferred acquisition consideration @tians and obligations to purchase
additional interests in certain subsidiary andliaté companies are primarily based on future perémce. Contingent purchase price
obligations are accrued, in accordance with GAARemvthe contingency is resolved and payment igm@table.

Allowance for doubtful accoun. Trade receivables are stated less allowancediabttul accounts. The allowance represents estanat
uncollectible receivables usually due to custompogéntial insolvency. The allowance included antsdor certain customers where risk of
default has been specifically identified.

Income tax valuation allowant. The Company records a valuation allowance agdefstrred income tax assets when management beli

is more likely than not that some portion or altleé deferred income tax assets will not be redlixanagement considers factors such as the
reversal of deferred income tax liabilities, pragetfuture taxable income, the character of thenme tax asset, tax planning strategies,
changes in tax laws and other factors. A chandledse factors could impact the estimated valuatitmwance and income tax expense.

Stock-based compensatioBffective January 1, 2003, the Company prospelstisdopted fair value accounting for stock-basedrds as
prescribed by SFAS No. 123 “Accounting for StocksBa Compensation”. Prior to January 1, 2003, tma@any elected not to apply fair
value accounting to stock-based awards to employdlesr than for direct awards of stock and awagtdeable in cash, which required fair
value accounting. Prior to January 1, 2003, forrd@aot elected to be accounted for under thevédire method, the Company accounted for
stock-based compensation in accordance with AcaayiRrinciples Board Opinion 25, “Accounting foro8k Issued to Employees” (“APB
25"). APB 25 is based upon an intrinsic value rodthf accounting for stock-based compensation. edittds method, compensation cost is
measured as the excess, if any, of the quoted mnaiike of the stock issuance at the measureméatad@r the amount to be paid by the
employee.
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The Company adopted fair value accounting for stumked awards using the prospective method availeddler the transitional provisions
SFAS No. 148 “Accounting for Stock-Based Compermsati Transition and Disclosure”. Accordingly, thérfealue method is applied to all
awards granted, modified or settled on or afteudanl, 2003. Under the fair value method, comp@msa&ost is measured at fair value at the
date of grant and is expensed over the serviceghehat is the award’s vesting period. When awar@ exercised, share capital is credited
by the sum of the consideration paid together tithrelated portion previously credited to addiibpaidin capital when compensation co
were charged against income or acquisition conatter. Stock-based awards that are settled in @asiay be settled in cash at the option of
employees are recorded as liabilities. The measemeof the liability and compensation cost forsthawards is based on the intrinsic value
of the award, and is recorded into operating inconer the service period, that is the vesting meobthe award. Changes in the Company’s
payment obligation subsequent to vesting of therdwaad prior to the settlement date are recordexampensation cost over the service
period in operating income. The final payment amidar Share Appreciation Rights is established@ndate of the exercise of the award by
the employee.

Variable Interest EntitiesThe Company evaluates its various investmentstitieshto determine whether the investee is a Wbégimterest
entity and if so whether MDC is the primary benigfig. Such evaluation requires management to reakmates and judgments regarding
sufficiency of the equity at risk in the investewldahe expected losses of the investee and maycinageether the investee is accounted for on
a consolidated basis.

New Accounting Pronouncements
The following recent pronouncements were issuethbyFinancial Accounting Standards Board (“FASB”):
Adopted in the Reported Perio

In October 2004, the FASB ratified the consensashed by the Emerging Issues Task Force (“EITF")ssne 04-1 “Accounting for
Preexisting Relationships between the PartiesBosaness Combination” (“EITF 04-1"). EITF 04-1 reas that a business combination
between two parties that have a preexisting redaligp be evaluated to determine if a settlemeatfeexisting relationship exists. EITF 04-
is effective prospectively for business combinagiconsummated in reporting periods beginning &tober 13, 2004. The adoption of El
04-1 did not have an impact on the Company’s cadatad results of operation or financial position.

Effective in Future Period

In November 2003, the EITF reached a consensussue INo. 03-01, “The Meaning of Other-Than-Tempohapairment and its

Application to Certain Investments” (“EITF 03-01BITF 03-01 established additional disclosure regmaents for each category of SFAS

No. 115,“Accounting for Certain Investments in Debt and Bg&ecurities” (“SFAS 115”), investments in a Igsssition. Effective for years
ended after December 15, 2003, the adoption oBHi§ requires the Company to include certain gitetinte and qualitative disclosures for
debt and marketable equity securities classifiegvadable-for-sale or held-to-maturity under SFALS that are impaired at the balance sheet
date for which an other-than-temporary impairmeast hot been recognized. Additionally, certain datlie disclosures should be made to
clarify a circumstance whereby an investment's¥alue that is below cost is not considered othanitemporary. In October 2004, the EITF
temporarily delayed the effective date of the rettign and measurement provisions of EITF 03-01l sotch time as a proposed FASB Staff
Position provides guidance on the application osthprovisions. The Company does not expect igiiral statements to be significantly
impacted by this statement.

In November 2004, the FASB issued SFAS No. 15lemtary Costs - an amendment to ARB No. 43, Chaptérhis statement amends the
guidance in Accounting Research Bulletin (ARB) M8, Chapter 4, “Inventory Pricing”, to clarify tlaecounting for abnormal amounts of
idle facility expense, freight, handling costs, avaisted material (spoilage). ARB 43 previouslyeddahat these expenses may be so abn

as to require treatment as current period cha®jéAS No. 151 requires that those items be recodragecurrent-period charges regardless of
whether they meet the criterion of “so abnormafi.addition, SFAS No. 151 requires that allocatdriixed production overheads to the ct

of conversion be based on the normal capacityeptioduction facilities. Prospective applicatiortts statement is required beginning
January 1, 2006. The Company does not expedhénadial statements to be significantly impactedtiy statement.
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In December 2004, the FASB issued SFAS No. 123RiS&Based Payment”. Effective no later than abefitst interim or annual reporting
period of the first fiscal year beginning on oreaffune 15, 2005 (fiscal 2006 for the Company) atthaption of this SFAS (“SFAS 123R")
requires the Company to recognize compensatios éosall equityelassified awards granted, modified or settledrafte effective date usil
the fair-value measurement method. In addition/ipidompanies using the fair value method will rggize compensation expense for the
unvested portion of awards outstanding as of tfect¥e date based on their grant date fair vatieadculated under the original provision:
SFAS 123. Due to the limited number of unvestedrds/igranted prior to 2003 and outstanding as oéffextive date, the provisions of this
pronouncement is not expected to have a materddéion the Company’s consolidated financial statas

In December 2004, the FASB issued SFAS No. 153h&mxges of Non-monetary Assets - an amendment of @piBion No. 29. This
statement amends Opinion 29 to eliminate the eiaefdr nonmonetary exchanges of similar productive assetgegpldces it with a gener
exception for exchanges of non-monetary assetglthabt have commercial substance. A non-monetarfyange has commercial substance
if the future cash flows of the entity are expedidhange significantly as a result of the excleangrospective application of this statement
is required beginning January 1, 2006. The Compam®g not expect its financial statements to beifsigntly impacted by this statement.

Risks and Uncertainties:

This document contains forward-looking statemehiie Company’s representatives may also make forleaidng statements orally from
time to time. Statements in this document thanatehistorical facts, including statements aboet@mpany’s beliefs and expectations,
particularly regarding the financial and strateigipact of acquiring the Zyman Group, recent busiresl economic trends, potential
acquisitions, estimates of amounts for deferredistigpn consideration and “put” option rights, stitute forward-looking statements. These
statements are based on current plans, estimadgzrajections, and are subject to change basedhomaer of factors, including those
outlined in this section. Forward-looking statemsespeak only as of the date they are made, anddah®wany undertakes no obligation to
update publicly any of them in light of new infortizen or future events.

Forward-looking statements involve inherent riskd ancertainties. A number of important factoraldacause actual results to differ
materially from those contained in any forward-loakstatements. Such risk factors include, bunatdimited to, the following:

*  risks associated with effects of national and negi@conomic conditions;

¢ the Company’s ability to attract new clients an@ireexisting clients;

¢ the financial success of the Company’s clients;

* the Company’s ability to remain in compliance withcredit facility;

*  risks arising from material weaknesses in intecoaitrol over financial reporting;

¢ the Company’s ability to retain and attract key @yees;

¢ the successful completion and integration of adfijois which complement and expand the Companysnass capabilities;

e foreign currency fluctuations; and

*  risks associated with the delisting procedureatgti by the Nasdaq Stock Market Listing Qualificasi Department, due to the fact
that the Company is not in compliance with Nasddgsketplace Rule 4310(c)(14) because the Compasynbt yet filed with the

SEC its management report on the Company’s int@wrarols over financial reporting pursuant to 88td04 of the Sarbané3xley
Act of 2002.

The Company’s business strategy includes ongoifogtefto engage in material acquisitions of owngrémterests in entities in the marketing
communications services industry. The Companyniigeo finance these acquisitions by using avalabkh from operations and through
incurrence of bridge or other debt financing, aitblewhich may increase the Compasijeverage ratios, or by issuing equity, which rhaye
a dilutive impact on existing shareholders propordite ownership. At any given time the Company begngaged in a number of
discussions that may result in one or more matagquisitions. These opportunities require comfiddity and may involve negotiations that
require quick responses by the Company. Althohghetis uncertainty that any of these discussidthisegult in definitive agreements or the
completion of any transactions, the announcemeangfsuch transaction may lead to increased vityaitil the trading price of the
Company’s securities.
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Investors should carefully consider these riskdectnd the additional risk factors outlined in endetail in the Company’s Annual Report on
Form 10-K under the caption “Risk Factors” andhia Company’s other SEC filings.

Supplementary Financial Information:

The Company reports its financial results in acaom with US GAAP. However, the Company has induzkrtain non-GAAP financial
measures and ratios, which it believes, providéuiggformation to both management and readersigfreport in measuring the financial
performance and financial condition of the Compdrhese measures do not have a standardized mgaesgibed by GAAP and, therefo
may not be comparable to similarly titled measymesented by other publicly traded companies, houlsl they be construed as an
alternative to other titled measures determineactordance with US GAAP.
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Item 3. Quantitative and Qualitative Disclosures about MakRisk

The Company is currently not invested in markek sisnsitive instruments such as derivative findring&ruments or derivative commaodity
instruments.

The Company is exposed to market risk relatedterést rates and foreign currencies.

Debt Instruments. At March 31, 2005, the Companglst obligations consisted of amounts outstandimeua revolving credit facility. This
facility bears interest at variable rates basedcuhe Eurodollar rate, US bank prime rate, US lbae and Canadian bank prime rate, at the
Company’s option. The Company'’s ability to obtdie tequired bank syndication commitments depengaiinon conditions in the bank
market at the time of syndication. Given the erigfievel of debt of $48.2 million, as of March D05, a 1.0% increase or decrease in the
weighted average interest rate, which was 5.5%atM31, 2005, would have an interest impact of@pmately $0.5 million annually.

Foreign Exchange. The Company conducts busindssiircurrencies, the US dollar, the Canadian dottee Australian dollar, and the Briti
Pound. Our results of operations are subject tofresn the translation to the US dollar of the newe and expenses of our non-US operations.
The effects of currency exchange rate fluctuatmmshe translation of our results of operationsdaseussed in the “ManagemenDiscussio
and Analysis of Financial Condition and Result gfie@ations”. For the most part, our revenues apereses incurred related to those
revenues are denominated in the same currencyniihimizes the impact that fluctuations in excharages will have on profit margins. The
Company does not enter into foreign currency fodaeatchange contracts or other derivative finanasttuments to hedge the effects of
adverse fluctuations in foreign currency excharages:.
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Item 4. Controls and Procedures
Disclosure Controls and Procedures

We maintain disclosure controls and proceduresgydesi to ensure that information required to beuidet in our SEC reports is recorded,
processed, summarized and reported within the egipé time periods specified by the SEC’s rulesfanus, and that such information is
accumulated and communicated to our managemehiding our Chief Executive Officer (CEO) and ourdextive Vice President & Vice
Chairman (Vice Chairman), who is our principal fiegl officer, as appropriate, to allow timely dgoins regarding required disclosures.
There are inherent limitations to the effectivenaisany system of disclosure controls and procesjuneluding the possibility of human error
and the circumvention or overriding of the contrarel procedures. Accordingly, even effective disgte controls and procedures can only
provide reasonable assurance of achieving thetraoobjectives.

We conducted an evaluation, under the supervigidnwath the participation of our management, inahgdour CEO, our Vice Chairman and
our management Disclosure Committee, of the effentss of our disclosure controls and procedures the end of the period covered by
this report pursuant to Rule 13a-15(b) of the ErgjeaAct. Based on that evaluation, and taking attwount the changes, improvements and
additional work described below, our CEO and Vid®i@man have concluded that as of December 31, @d84March 31, 2005, our
disclosure controls and procedures were adequaie@tide reasonable assurance that recording, sotwg summarizing and reporting of
information required to be included in our SEC mpoccurred.

In connection with the preparation of the Compardsm 10-Q for the quarter ending September 30420 as detailed in that report, the
Company identified deficiencies in its disclosuomtrols and procedures, including material weake®gsits internal control over financial
reporting, and concluded that, as of Septembe2@®4, our disclosure controls and procedures weteffective. To address these
deficiencies, we subsequently:

. Expanded supervisory activities and monitoring pthaes of our financial reporting processes andguerel involved in such
processes

. Adopted a formal set of Disclosure Controls & Pidwes;

. Formed a management Disclosure Committee; and

. Implemented other corrective actions describedvelioder “Changes in Internal Control Over Finan&aporting”.

As described in more detail below, the Companydiss concluded that material weaknesses in inteoratiol over financial reporting
continued to exist as of March 31, 2005. Accordmtte Company has performed additional analysismocedures to ensure that its
consolidated financial statements were prepareddordance with US GAAP. These procedures includedthly analytic reviews of
subsidiaries’ financial results, and quarterly ifiegtions by senior management of subsidiariesurd@igig the accuracy of reported financial
information. In addition, the Company performed itiddal procedures subsequent to March 31, 2008nsure that its processes were
sufficient to provide reasonable assurance thafitlaacial statements were fairly presented imadterial respects.

Based on these changes, improvements and sigrifidgiitional work, management believes that, adaich 31, 2005, our disclosure
controls and procedures were adequate to provaonable assurance that material information nglat the Company and its consolidated
subsidiaries is made known by others to our CEO\dod Chairman; that there are no material inactiesaor omissions of material fact in
this annual report; and that, to the best of tkeowledge, the financial statements containedismahnual report are fairly presented in all
material respects.
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Status of Management’'s Report on Internal Control @Qrer Financial Reporting

Section 404 of the Sarbanes-Oxley Act requires igamant’s annual review and evaluation of our irdkoontrols, and an opinion as to the
effectiveness of these controls from our indepenhdegistered public accountants, to be includetthénCompany’s 2004 Form 10-K. We
have dedicated significant resources, includingagament time and effort, and incurred substantisiscin connection with our ongoing
assessment of our internal control over finan@gbrting. However, management has not yet conplege@ssessment of our internal control
over financial reporting for the period ended Deben31, 2004, and cannot provide assurance aseo tiis assessment will be complete.
The principal reason that management has not &dishis assessment is the scope of this task m eieghe Company’s decentralized
structure and thirty-two operating subsidiaries.adldition, the completion of this assessment kas lhelayed because many of the same
personnel and other resources involved in thissassent have had to perform the additional work s&amy to compensate for the material
weaknesses in our internal control over finanaglarting so that we could reach a point where we haasonable assurance as to the
accuracy, in all material respects, of our finahsiatements and other financial reporting in #mnsual report.

Although management has not yet been able to caenipdeassessment of the effectiveness of the Coypanternal control over financial
reporting as of December 31, 2004, the extentisfabsessment performed to date indicates theeagistof material weaknesses and,
therefore, under applicable rules, managementtib@able to conclude that the Company’s internatml over financial reporting is
effective.

In light of restatements of the Company’s previgussued financial statements, as described in Ratethe Company'’s interim condensed
consolidated financial statements as filed in toen@any’s amended report on Form 10-Q for the quarided June 30, 2004, the Company’s
inability to file its 2004 Form 10-K in a timely maer as described in our filing on Form 12b-25/Ad #éhe findings to date of management’s
ongoing assessment of the Company'’s internal coower financial reporting, management has conautiat there are material weaknesses
in the design and operation of our internal contradr financial reporting. These weaknesses adlyeadfect the Compang’ability to record
process, summarize and report financial data anthdmselves or in combination, result in a mormthemote likelihood that a material
misstatement in our financial statements or otimanicial reporting will not be prevented or detedby our employees in the normal cours
performing their assigned functions. These mdteraknesses existed as of and prior to Decemhe2@®¥ and March 31, 2005. The
Company’s material weaknesses in internal contrel éinancial reporting as of March 31, 2005, imgd the following:

. The amount of Company resources and level of teahaccounting expertise within the accounting fiomcare insufficient to
properly evaluate and account for non-routine onglex transactions. This lack of resources contedio the delay in filing
financial statements timely. The Company was untbtamely prepare comprehensive documentation sy management’s
analysis of the appropriate accounting treatmenmdém-routine and complex transactions, such asaetions relating to accounting
for equity investments and variable interest ergitgounting, stock-based compensation, foreignangh transactions and
translations, and deferred financing fees. Consatyyenanagement believes that the Company hagmaate procedures and
oversight for appropriately assessing and applgitepunting principles for non-routine or compleanisactions.

. The Company did not maintain effective controlsrabe timing of revenue recognition and the clasatfon of related balance
sheet accounts. At certain of the Company’s suisei, revenue recognition determinations witheespp SAB 104 and EITF 00-
21 were incorrectly applied and not sufficientlyrgaete to support conclusions that the revenues wemorded in the appropriate
periods.

. The Company did not maintain effective controlsrabe selection, application and monitoring oféit€ounting policies related to
leasing transactions. Specifically, the Compangistiols over its selection, application and moriitgrof its accounting policies
relating to the effect of lessee involvement ineas®nstruction, lease incentives, rent holidayslaasehold amortization periods
were ineffective to ensure that such transactiom®wccounted for in conformity with GAAP;

. The Company did not maintain effective controlsrad@cumentation to evidence the authorization ofage previously approved
transactions; and

. The planning, organization and supervision of thenBany's Sarbanes-Oxley 404 review process wasdguade to permit the
timely filing of management's annual report oniingd controls and resulted in an inability to fullgsess certain aspects of the
Company's internal control process.

Despite the ongoing dedication of significant reses to remediate these material weaknesses, veedet®@rmined that a significant amount
of additional work will be required to remediatese material weaknesses in our internal contral fimancial reporting and cannot assure
that these material weaknesses will be fully rewuedi in the near term.
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Although we have identified these material weakegeds the course of our assessment of our inteordtol over financial reporting, our
assessment has also found that the accounting ¢hatrgave rise to the restatement reported imm@nded report on Form 10-Q for the
quarter ended June 30, 2004 were not the resaltyfraud or intentional misconduct or concealnmnthe part of the Company, its officers
or its employees.

During the course of our ongoing assessment ofmt@mal control over financial reporting, managairmay identify additional material
weaknesses and other deficiencies with our interoiairol over financial reporting. In addition, dndependent registered public accounting
firm may not be able to express an opinion on mameEmt’s report on our internal control over finaheceporting when that report is
complete. If our independent registered public aoting firm does express such an opinion, we exiettit will be an adverse opinion in
view of the material weaknesses that we have afrihtified and any additional material weaknesdeatified in the course of our ongoing
assessment.

The Company intends to file an amendment to itaiahreport on Form 10-K to include (i) the repdritanagement on internal control over
financial reporting and the associated report afiodependent registered public accounting firmeagiired by Section 404 of the Sarbanes-
Oxley Act and (ii) revised certifications as reeuairby Section 906 of the Sarbanes-Oxley Act an@ RB&-14(a) and Rule 15d-14(a) of the
Securities Exchange Act, once we have complete@gssgssment of internal control over financial repg.

Changes in Internal Control over Financial Reportirg
We currently are designing and implementing impcbeentrols to address the material weaknessesidedabove in our control

environment. Since September 30, 2004, the Compasyaken (and, in certain cases, is continuinigke) the following steps in an effort to
enhance its overall internal control over financegorting and to address the material weaknedsasified above:

. The Company has hired a Chief Accounting Officéfe@ive April 1, 2005) with US GAAP expertise aadditional accounting
personnel, and are actively pursuing appropriatétiadal personnel with US GAAP expertise in it€aenting and finance functions,
at both the Company'’s operating subsidiaries amgorate head office;

. Hired additional resources in the Company's acéogmtepartment and engaged a nationally-recogrieedultant to assist with the
Company's Sarbanes-Oxley Section 404 testing anddiation process;

. We have developed, distributed and begun to comratsand implement comprehensive accounting pslioi@ number of areas,
including revenue recognition;

. We have developed and are continuing to refinegatores for ensuring appropriate documentationgrfificant transactions and
application of accounting standards to ensure camg@® with US GAAP; and

. We are improving procedures for reviewing undeyfiusiness agreements and analyzing, reviewinglaodmenting the support 1
management’s accounting entries and significanstations.

The Company believes that these steps, once studgssmpleted, should remediate the identifiedtenial weaknesses in control over
financial reporting.

There have been no other changes in the Compartgimal control over financial reporting that oaear during the first quarter of 2005 or
subsequently that have materially affected, oreasonably likely to materially affect, the Companiynternal control over financial reportil
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PART Il. OTHER INFORMATION
Item 1. Legal Proceeding s
The Company’s operating entities are involved galgroceedings of various types. While any litigatcontains an element of uncertainty,
the Company has no reason to believe that the m#&@s such proceedings or claims will have a matedverse effect on the financial
condition or results of operations of the Company.
Item 2. Unregistered Sales of Equity Securities and UsdPobceeds

None
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Item 6. Exhibits
The exhibits listed on the accompanying Exhibitdxare filed as part of this report on Form 10-Q.
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SIGNATURES

Pursuant to the requirements of the Securities &xgl Act of 1934, the registrant has duly causisdréport to be signed on its behalf by the
undersigned thereunto duly authorized.

MDC PARTNERS INC.
/s/ Michael Sabatin

Michael Sabatint
Chief Accounting Office

May 10, 200%
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EXHIBIT INDEX

Exhibit No. Description

10.1 Employment Agreement between the Company and Miceeatino, dated April 1, 2005 (incorporated bigrence to
Exhibit 10.9 to the Compa’s Form 1K filed April 18, 2005);

10.2.1  Credit Agreement made September 22, 2004 betwee@ M&rtners Inc., a Canadian corporation, Maxxcaen bm Ontario
corporation, and Maxxcom Inc., a Delaware corporatas borrowers, the Lenders (as defined theagid)JJPMorgan Chase
Bank, N.A., as US Administrative Agent and Collatekgent, and JPMorgan Chase Bank, N.A., TorontmBh, as Canadian
Administrative Agent, and Schedules thereto (inocaed by reference to Exhibit 10.13 to the Comjmhgrm 10-Q filed
December 20, 2004

10.2.2 Amendment No. 1 dated as of November 19, 20044 tiedit Agreement made September 22, 2004 (incatgwd by
reference to Exhibit 10.1 to the Comp’s Form K filed November 24, 2004

10.2.3 Amendment No. 2 dated as of March 14, 2005 to tteeli€Agreement made September 22, 2(00dorporated by reference
Exhibit 10.1 to the Compa’s Form K filed on March 16, 2005

10.2.4 Amendment No. 3 dated as of April 1, 2005 to thediirAgreement made September 22, 2004 (incorpbiateeference to
Exhibit 10.4 to the Compa’s Form &K filed on April 1, 2005);

10.2.5 Amendment No. 4 dated as of May 9, 2005 to the iCAggteement made September 22, 2004 (incorpotayaeference to
Exhibit 10.1 to the Compa’s Form K filed on May 10, 2005)

31.1 Certification by Chief Executive Officer pursuantRules 13a-14(a) and 15d-14(a) under the Seauftkehange Act of 1934
and Section 302 of the Sarba-Oxley Act of 2002*;

31.2 Certification by Executive Vice President and V@&eairman pursuant to Rules 13a-14(a) and 15d-141(@@r the Securities
Exchange Act of 1934 and Section 302 of the Sad-Oxley Act of 2002%*;

32.1 Certification by Chief Executive Officer pursuant18 USC. Section 1350, as Adopted Pursuant tad®e206 of the
Sarbane-Oxley Act of 2002%;

32.2 Certification by Executive Vice President and V&keairman pursuant to 18 USC. Section 1350, as Adoptrsuant to
Section 906 of the Sarbal-Oxley Act of 2002%*;

* Filed electronically herewith.
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Exhibit 31.1

Certification Pursuant to Rules 13a-14(a) and 15d4l(a) as Adopted Pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002

I, Miles S. Nadal, certify that:
1. | have reviewed this quarterly report on Form 1@€xhe quarter ended March 31, 2005 of MDC Pasttec.;

2. Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omététe a material fact necessary
to make the statements made, in light of the cistances under which such statements were madmisleading with respect to tl
period covered by this report;

3. Based on my knowledge, the financial statements adimer financial information included in this repdairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this
report;

4. The registrant’s other certifying officer and | aesponsible for establishing and maintaining disgte controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial reportirgg @efined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registramd &ave:

a. Designed such disclosure controls and proceduresused such disclosure controls and proceduties tiesigned under
our supervision, to ensure that material infornmatielating to the registrant, including its condatied subsidiaries, is made
known to us by others within those entities, paitidy during the period in which this report it prepared;



b.

Designed such internal control over financial réipgr, or caused such internal control over finaheaorting to be
designed under our supervision, to provide readeragsurance regarding the reliability of financégorting and the
preparation of financial statements for externappses in accordance with generally accepted atioguprinciples;

Evaluated the effectiveness of the registsadtsclosure controls and procedures and presantbis report our conclusiol
about the effectiveness of the disclosure contints procedures, as of the end of the period coveyehlis report based on
such evaluation; and

Disclosed in this report any change in the regmitsanternal control over financial reporting ttadcurred during the
registrant’s most recent fiscal




quarter (the registrant’s fourth fiscal quartettia case of an annual report) that has materifftgted, or is reasonably
likely to materially affect, the registrant’s intel control over financial reporting; and

The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluatiorterhal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of registrant’s board of directors p@rsons performing the equivalent
function):

a. All significant deficiencies and material weaknessethe design or operation of internal contradrofinancial reporting
which are reasonably likely to adversely affectrbgistrant’s ability to record, process, summaaizd report financial
information; and

b. Any fraud, whether or not material, that involveamagement or other employees who have a significéain the
registrant’s internal control over financial repogt

Date: May 10, 2005 IS/
By: Miles S. Nadal
Title:  Chairman, President ai
Chief Executive Office

Exhibit 31.2

Certification Pursuant to Rules 13a-14(a) and 15d4l(a) as Adopted Pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002

I, Steven Berns, certify that:

1.

2.

I have reviewed this quarterly report on Form 1@8the quarter ended March 31, 2005 of MDC Pastec.;

Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omsgitéde a material fact necessary
to make the statements made, in light of the cistances under which such statements were madmislieading with respect to tl
period covered by this report;

Based on my knowledge, the financial statementsoéimer financial information included in this repdairly present in all material
respects the financial condition, results of operstand cash flows of the registrant as of, angdtfie periods presented in this
report;

The registrant’s other certifying officer and | aesponsible for establishing and maintaining disate controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)1%nd internal control over financial reportirag defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registramd &ave:

a. Designed such disclosure controls and proceduresused such disclosure controls and procedures tlesigned under
our supervision, to ensure that material informatielating to the registrant, including its condatied subsidiaries, is made
known to us by others within those entities, pattdy during the period in which this report isifige prepared,;

b. Designed such internal control over financial réipgr, or caused such internal control over finah@gaorting to be
designed under our supervision, to provide readeragsurance regarding the reliability of financégorting and the
preparation of financial statements for externappsges in accordance with generally accepted atioguprinciples;

c. Evaluated the effectiveness of the registiadisclosure controls and procedures and presentai report our conclusiol
about the effectiveness of the disclosure contints procedures, as of the end of the period coveyehlis report based on
such evaluation; and

d. Disclosed in this report any change in the regigtsanternal control over financial reporting thatcurred during the
registrant’s most recent fiscal




quarter (the registrant’s fourth fiscal quartettia case of an annual report) that has materifftgted, or is reasonably
likely to materially affect, the registrant’s intel control over financial reporting; and

5. The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluationtexhal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of registrant’s board of directors p@rsons performing the equivalent
function):

a. All significant deficiencies and material weaknessethe design or operation of internal contradrofinancial reporting
which are reasonably likely to adversely affectrbgistrant’s ability to record, process, summaaizd report financial
information; and

b. Any fraud, whether or not material, that involveamagement or other employees who have a significéain the
registrant’s internal control over financial repogt

Date: May 10, 2005 /S/
By: Steven Berns
Title: Executive Vice President ai
Vice Chairmar

Exhibit 32.1

Certification Pursuant to 18 U.S.C. Section 1350,saadopted pursuant to Section
906 of the Sarbanes-Oxley Act of 2002

In connection with the quarterly report of MDC Rents Inc. (the “Company”) on Form 10-Q for the demended March 31, 2005, as filed
with the Securities and Exchange Commission ord#tte hereof (the “Report”), I, Miles S. Nadal, Gh#an, President and Chief Executive
Officer of the Company, certify, pursuant to 18 I€SSection 1350, as adopted pursuant to Secti6roBthe Sarbanes-Oxley Act of 2002, to
my knowledge, that:

Q) The Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeoh 1934, as
amended; and

2 The information contained in the Report fairly gets, in all material respects, the financial ctadiand results of
operations of the Company.

Dated as of May 10, 2005

IS/ Miles S. Nada

By: Miles S. Nadal

Title: Chairman, President ai
Chief Executive Office

This Certification is being furnished solely to angany the Report pursuant to 18 U.S.C. Sectio®,18%adopted pursuant to Section 90
the Sarbanes-Oxley Act of 2002, and shall not esral “filed” by the Company for purposes of Section 18 of trmuBges Exchange Act «
1934, as amended, and shall not be incorporatedfbgence into any filing of the Company under $seurities Act of 1933, as amended, or
the Securities Exchange Act of 1934, as amendeetheh made before or after the date of this Repoggpective of any general
incorporation language contained in such filing.

A signed original of this written statement reqdit®y Section 906, or other documents authenticatinignowledging, or otherwise adopting
the signature that appears in typed form withingleetronic version of this written statement regdiby Section 906, has been provided to
the Company and will be retained by the Companyfandshed to the Securities and Exchange Commiswsiats staff upon request.

Exhibit 32.2

Certification Pursuant to 18 U.S.C. Section 1350,saadopted pursuant to Section
906 of the Sarbanes-Oxley Act of 2002

In connection with the quarterly report of MDC Rts Inc. (the “Company”) on Form 10-Q for the qemended March 31, 2005, as filed
with the Securities and Exchange Commission ord#te hereof (th“Repor”), I, Steven Berns, Vice Chairman and Executive Vies@ent



of the Company, certify, pursuant to 18 U.S.C. Bect350, as adopted pursuant to Section 906 od#rbanes-Oxley Act of 2002, to my
knowledge, that:

Q) The Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeoh 1934, as
amended; and

(2 The information contained in the Report fairly gets, in all material respects, the financial ctadiand results of
operations of the Company.

Dated as of May 10, 2005
/S/ Steven Bern

By: Steven Berns
Title: Vice Chairman and Executive Vice Presid

This Certification is being furnished solely to aogpany the Report pursuant to 18 U.S.C. Sectio®,185adopted pursuant to Section 90
the Sarbanes-Oxley Act of 2002, and shall not esral “filed” by the Company for purposes of Section 18 of trmuBges Exchange Act «
1934, as amended, and shall not be incorporatedfesence into any filing of the Company under 8seurities Act of 1933, as amended, or
the Securities Exchange Act of 1934, as amendedtheh made before or after the date of this Repogspective of any general
incorporation language contained in such filing.

A signed original of this written statement reqdit®y Section 906, or other documents authenticatiognowledging, or otherwise adopting
the signature that appears in typed form withingleetronic version of this written statement reediby Section 906, has been provided to
the Company and will be retained by the Companyfanmdshed to the Securities and Exchange Commiswsiats staff upon request.
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