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COMPARISON OF BUSINESS OBJECTIVES WITH ACTUAL BUSINESS PROGRESS

According to the business objectives as stated in the
prospectus of the Company dated June 21, 2000 (“the
Prospectus”) for the period January — June 2001

Channel Development

Establish alliances with content providers for Phoenix
InfoNews Channel

Increase broadcasting hours of Phoenix CNE Channel

Subject to obtaining the relevant regulatory approval,
begin construction of the production centre in Shenzhen

Conduct feasibility study and prepare development plan
for Cantonese broadcasting capabilities and begin
preparation for the launch of a Cantonese channel

Internet Strategy
Identify loyal sub-communities to facilitate e-commerce
opportunities

Explore new services that strengthen the tie between the
Group’s television and Internet communities

Expand content and features

Complete initial trial for broadband platform
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Actual business progress for the period January —
June 2001

InfoNews acquired news sources from various suppliers,
notably securing a three-year deal with USA’s Fox News
Network L.L.C.

Broadcasting hours of Phoenix CNE Channel have
been increased from 6 to 8 hours a day, effective
January 1, 2001

The Group has acquired a prime site in Shenzhen city
centre and is now at the stage of soliciting design
proposals from architectural firms for the construction
of a new production centre. Documentation for the
formation of the project company to monitor the
development of the production centre is being prepared.

The Cantonese channel project will not be activated
for the time being. This will enable the Group to
concentrate its efforts for the short term on building
up the two recently-established channels instead of
starting a new one.

Investment in the Internet has been reduced so as to lower
development costs because of limited business viability
in this area. The global landscape of the Internet has
shifted tremendously during the past year and we are
constantly evaluating business opportunities. Apart from
maintaining the existing operation of our corporate web-
site, no material financial commitments have been made
in this sector. We will adjust our investment scale
according to changes in the circumstances and will explore
areas that will complement and enhance our core business.
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USE OF PROCEEDS

The Group raised approximately HK$732,588,000 upon the listing of
the Company and approximately HK$83,726,000 pursuant to the
exercise of an over-allotment option.

During the year ended June 30, 2001, the Group has incurred the
following expenses to achieve the business objectives as set out in the
Prospectus:

0 Approximately HK$15,934,000 for acquisition of equipment and
facilities of the production centre in Shenzhen.

0 Approximately HK$29,177,000 for deposit and part payment
of the land use right in Shenzhen.

Approximately HK$47,363,000 for capital expenditure on the
new channels, including Phoenix InfoNews Channel and
Phoenix North America Chinese Channel.

Approximately HK$110,421,000 for operating expenditure of
the new channels.

Approximately HK$7,676,000 for capital expenditure on the
www.phoenixtv.com web-site.

. Approximately HK$38,341,000 for operating expenditure of the
web-site.
. Approximately HK$15,842,000 for operating expenditure of the

Group’s magazine, Phoenix Weekly.

The remaining net proceeds have been deposited in licensed
banks in Hong Kong.

FINANCIAL REVIEW

The Group recorded a net profit attributable to shareholders of
approximately HK$53,984,000 for the year ended June 30, 2001 as
compared to a net profit attributable to shareholders of approximately
HK$50,315,000 for the previous year.

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. Operating
cost increased 44.0% to approximately HK$536,304,000 as our new
channels commenced operations. Staffing cost increased 86.0% from
HK$73,870,000 to HK$137,427,000 approximately as our number of
employees increased from 164 to over 400. In addition, programming
cost and other operating cost increased following the expansion of
the Group’s businesses.
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The following table summarises the revenue of the Group for the
financial years ended June 30, 2001 and 2000.
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ended June 30,
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2001 2000
ZRE A R RRAE
HK$’000 HK$°000
T # IR/
Television Broadcasting EXN g
Advertising income JEE A i A 674,350 485,654
Subscription income HE R & 29,887 25,182
Total FRg 704,237 510,836
Weekly Magazine T
Advertising income [ 5 i 25 5,761 79
Subscription income HE T 2,060 427
Total F 7,821 506
Internet R
Technical services and equipment H AT M AR B K
rental income o5 B L 4 i 45 1,284 =
Others HAth 345 —
Analysis by Geographical Regions: i b % 43 7
China A 639,563 455,559
International B [ 74,124 55,783
Total FRg 713,687 511,342

The substantial increase in the Group’s revenue was attributable to
the increase in advertising income of Phoenix Chinese Channel, which
was primarily a result of an increase in average advertising rate.

Television Broadcasting. Television broadcasting revenues, composed
of advertising income and subscription income, were contributed by
Phoenix Chinese Channel, Phoenix Movies Channel, Phoenix InfoNews
Channel and Phoenix North America Chinese Channel.

For the year ended June 30, 2001, advertising income of Phoenix
Chinese Channel increased 36.7% to approximately HK$662,370,000,
representing 94.1% of the total television broadcasting revenue. For
the same period, income of Phoenix Movies Channel increased 36.8%
to approximately HK$27,896,000 representing 4.0% of the total
television broadcasting revenue. Phoenix InfoNews and North America
Chinese channels, which are still in their start-up phase, had
insignificant contribution to our revenue.
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Phoenix Weekly Magazine. Approximately 1.1% of the Group’s revenue
was generated from the advertising and subscription income of the
Phoenix Weekly Magazine.

Internet. Revenue from Internet mainly composed of technical services
and equipment rental income. Approximately 0.2% of the Group’s
revenue was generated from internet operation.

LIQUIDITY AND FINANCIAL RESOURCES

As at June 30, 2001, other than the aggregate outstanding borrowings
of approximately HK$17,913,000 representing current accounts with
related companies which were unsecured and non-interest bearing
and approximately HK$779,000 representing short term bank loan
which were secured and interest bearing, the Group had neither had
any outstanding secured borrowings nor created any mortgage or
charge. Accordingly, the financial position of the Group has been very
liquid.

STAFF

As at June 30, 2001, the Group had over 400 full-time employees. T he
number of employees increased by 170.7% resulting from the
establishment of new channels and new businesses. The Group had
not experienced any significant labour disputes or substantial change
in the number of its employees during the past 24 months which led
to the disruption of its normal business operations. The Directors
consider the Group’s relationship with its employees to be good.
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