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Phoenix Annual Report BUR#H 44 2000-2001

Phoenix Satellite Television Holdings Limited (the “Company”) was listed on the Growth Enterprise Market of The Stock Exchange
of Hong Kong Limited. (The Company and its subsidiaries are collectively referred to as “Phoenix” or the “Group”).

Phoenix began broadcasting Phoenix Chinese Channel on 31 March 1996, aiming to offer a great variety of superior content to
the 1.3 billion global Chinese population. This massive market, combined with successful expansion strategies, has allowed
Phoenix to develop a comprehensive multi-channel platform. Today, Phoenix Chinese, Phoenix Movies, Phoenix InfoNews,
Phoenix CNE and Phoenix North America Chinese channels together deliver content to audiences in more than 30 countries
and regions across Asia Pacific, Europe and North America.
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HIGHLIGHTS

+ Turnover up 39.6% to approximately $713,687,000

+ A significant increase in revenue for Phoenix’s flagship Chinese Channel,
fromHK$490,437,000 to HK$670,569,000 approximately, up 36.7%

+ Consolidated profit attributable to shareholders for the year ended
June 30, 2001 was approximately HK$53,984,000, an increase of 7.3%
from last financial year

+ The successful launches of Phoenix InfoNews and North America
Chinese channels

+ China’s relaxation of tax-deductible limits of advertising expenditure from
2% to 8%, alleviating concerns regarding growth of advertising expenditure
in the coming financial year

Year 2000-2001 marked the first full financial year for the Company after
listing. The Directors of the Group are pleased to report the launch of the
various new channels as planned, as well as the establishment of alliances
with major news suppliers. With the launch of Phoenix North America
Chinese Channel, we are now closer to positioning our brand-name globally
and to providing entertainment and news to the Chinese-speaking audience
around the world.

We have made an excellent start this year. We will maintain our strategic
focus and concentrate our efforts on our audience, to ensure that the new
channels will be as successful as our Phoenix Chinese Channel.

RESULTS

Turnover for the year ended June 30, 2001 was approximately HK$713,687,000,
an increase of 39.6% from last year, which was attributable mainly to the
increase in advertising revenue.

Advertising revenue grew by 38.9%, from HK$485,654,000 to HK$674,350,000
approximately. 98.2% of this revenue was contributed by Phoenix Chinese
Channel, which itself demonstrated a significant 36.7% increase in advertising
revenue, growing from HK$484,631,000 to HK$662,370,000 approximately.
Total revenue of Phoenix Chinese Channel increased from HK$490,437,000
to HK$670,569,000 approximately. As expected, revenues from the new
channels and other new businesses such as the web-site and the magazine
were relatively low, while staffing, programming and other operational costs
inevitably increased due to the establishment of these new channels and
businesses. In addition, the expansion from being a single company to
becoming a conglomerate of over twenty companies triggered a 26.4%
increase in management overheads.
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The table below shows the comparison of operating profit (loss) of our
businesses for the financial years ended June 30, 2000 and 2001, respectively:

OPERATING PROFIT (LOSS) BY BUSINESS
mAEGWH 42 KE®RA (B H)

Phoenix Chinese & Movies channels — BUR#EH 3 E LEAERER &
Phoenix InfoNews &
North America Chinese channels

JEE R B B M RARR S A

Other businesses HoA 75
Management overheads AT

Profit (Loss) from operations £ n8 iF (5 90R)

Audited consolidated profit attributable to shareholders for the year ended
June 30, 2001 was approximately HK$53,984,000, an increase of 7.3% from
last financial year.

Earnings per share was recorded at HK1.10 cents.

DIVIDEND
The Board does not recommend a dividend payment, in order to allow for
cash for future business development.

BUSINESS OVERVIEW

Television Broadcasting

In 2001, the Group focused its efforts on launching new channels and
improving programming on all Phoenix channels. We have made significant
strides in both securing and producing top-rated programmes, and we are
pleased to note recent gains in audience and ranking as well.

The quality of programming was raised significantly during the period by
a number of self-productions such as European Odyssey and Green Wall in
China. We featured a number of high-quality Chinese and Hollywood
movies, along with awards shows such as the 73rd Annual Academy Awards.
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The Channels

Phoenix Chinese Channel

Phoenix Chinese Channel continues to be the flagship channel for the Group.
94.0% of the Group’s revenue was contributed by this channel. Our continued
effort to improve programming was recognized in a nationwide TV audience
survey conducted by China Central Television (“CCTV”).

In the CCTV-commissioned survey for the first quarter of 2001, covering
44 local and foreign satellite channels which can be seen in the PRC, Phoenix
Chinese Channel was ranked fifth in terms of audience satisfaction and
popularity, and sixth in terms of programme competitiveness and degree
of audience expectation. We are pleased to note that our rankings in these
areas have improved in the same survey for the second quarter of 2001.
Audience satisfaction and popularity advanced from fifth to third place.
Programme competitiveness and degree of audience expectation improved
from sixth to fourth and fifth, respectively. In both surveys, our loyalty rating
ranked second only to CCTV.

Phoenix Movies Channel

Revenue from the Phoenix Movies Channel increased by 36.8% for the 12
months ended June 30, 2001. This shows that our audience is very supportive
of our high quality movies and our efforts at promoting the channel.

Phoenix Movies Channel proudly celebrated its 3rd Anniversary in August
2001 with the showing of the widely-acclaimed Crouching Tiger, Hidden
Dragon, the movie that hit box office records for Chinese movies and swept
numerous awards including the Oscar®. This generated notable interest for
title sponsorship among advertisers.

Phoenix InfoNews Channel

Launched in January 2001, Phoenix InfoNews is the first foreign satellite
channel to deliver news and financial information 24 hours a day in Putonghua
to most Asian countries. We have acquired news sources from various
suppliers, notably securing a service agreement with Fox News Network
L.L.C. to provide global news to the Group. The channel continues to expand
its news coverage globally through establishing news bureaux around the
world. Phoenix InfoNews Channel will be carried by cable TV network in
Hong Kong in early 2002 and this will significantly increase its stature in
the area.
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Phoenix Chinese News and Entertainment Channel (“Phoenix CNE Channel”)

Phoenix CNE Channel has extended its daily broadcast time to 8 hours, with Mandarin news and
Cantonese news coverage and a weekly magazine programme called PCNE Express accounting for
22% of the total content. The channel is constantly enhancing its news content and major events
coverage in Europe for the Group. We are looking at ways to further extend the channel’s service in
Europe, including the possible expansion of daily broadcast time to 24 hours in the near future to
increase advertising income.

Phoenix North America Chinese Channel

Phoenix North America Chinese Channel is another Phoenix channel targeting the overseas Chinese
audience. It broadcasts 24 hours a day, 7 days a week through DIRECTYV, the largest direct satellite
television broadcasting platform in the United States. Relying on the strong content base of the Group’s
multiple-channel platform in Hong Kong, the channel packages the best of dynamic news, general
entertainment and other programming such as drama series, and variety and talk shows. The channel
has also launched “US News”, a locally-produced news programme featuring US news, market reviews,
in-depth reports and live interviews on topics and issues concerning the Chinese community.

Shenzhen Production Centre

The Group produces tailor-made programmes for its own channels and also markets them to others.
As part of the effort to reduce programming costs, the Group has plans to establish a production centre
in Shenzhen. We have acquired a prime site in Shenzhen city centre and are now at the stage of soliciting
design proposals from architectural firms for the construction of a new production centre.

Internet Development

The Group continues to operate a corporate web-site at www.phoenixtv.com and the number of visitors
is increasing. The landscape in the technology and Internet arena is constantly shifting, however, with
business viability in this area being limited at this time. We will adjust our investment scale according
to changes in the circumstances and will explore areas that will complement and enhance our
core business.

Phoenix Weekly

This is a comprehensive magazine with permission to distribute in the PRC. The main focus of the
magazine is to cover television programmes and artistes appearing on the Group’s channels. It comprises
mainly three genres: current affairs and financial news, culture and lifestyle, and fashion and entertainment.
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PROSPECTS

Our focus continues to be on the Chinese community, which is the largest
in the world. This target group is still relatively unprovided for in terms of
quality programming and we believe there is significant potential to be
tapped. Phoenix Chinese Channel has achieved very satisfactory viewer
ratings, which attest to its popularity in the PRC. As mentioned, we will
concentrate our efforts on the new channels, as we believe the success of
the Phoenix Chinese Channel can be repeated.

We will continue to produce our own programmes and to secure high-
quality, popular shows and films from different sources so as to provide our
viewers with entertainment which will draw more advertising revenue.

China’s recent adjustment of tax-deductible limits of advertising expenditure
from 2% to 8% for certain sectors such as the pharmaceutical, food, health
protection products, household chemicals and information technology-
related industries, will alleviate concerns regarding advertising expenditures
of these PRC companies. The adjustment takes effect from January 2001
retrospectively. We have formed a marketing group to attract advertising
from high-tech companies, for which spending is fully tax deductible.

The competition between PRC television broadcasters has always been keen.
Although we have achieved high rankings in various aspects of the CCTV-
commissioned surveys, our viewership penetration rate is relatively low as
compared with the local channels. The opening up of the China market
coupled with the awarding of the 2008 Olympics to Beijing and China’s
accession to the WTO are expected to impact positively on our industry and
on our Group’s plans for growth.

ACKNOWLEDGEMENT

On behalf of the Board, I would like to thank our staff for their endeavours
in raising and maintaining the standards of our productions and for their
efforts to produce the maximum return for the Group.

MEMORIAL

Our Deputy Head of Phoenix Chinese Channel and Deputy CEO of Phoenix
Film and Television (Shenzhen) Company Ltd, Mr Zhao Qun Li, died when
his mini-aircraft crashed on September 2, 2001 while filming our new series
Seeking the Lost Homeland in Wenzhou, PRC. Mr Zhao was known and
respected as the first aerial photographer in China, having created many
television series masterpieces such as Deng Xiao Ping and Green Wall in
China. He will be remembered for his many achievements and his spirit will
remain an inspiration for all of us.

Liu Changle
Chairman

Hong Kong, September 11, 2001
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