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CHAIRMAM'S STATEMENT
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FINANCIAL SUMMARY

Revenue slightly decreased by 4.0% to approximarely
HES$685,043,000, mainly due to the worldwide economic downturn,
Operating costs increased by 19.3% to HK$850,056,000, reflecting
the impact of the operating costs of Phoenix InfoNews and Phoenix
Morth America Chinese channels for the full 12-month period and
Phoenix Chinese News & Entertainment Channel for eight months.
Consolidated loss artributable to sharcholders was approximarely
HE$199,716,000, which included the impairment charge of goodwill
arising from the acquisition of Phoenix Chinese News & Entertainment
Limited amounting to approximately HK$44,700,000.

Loss per share was HK4.05 cents as compared to earnings per share
of HK1.10 cents for the previous financial year.

Revenue for the three months ended 30 June 2002 increased by
16.0% over the previous quarter and by 12.0% over the three months
ended 30 June 2001.
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I am pleased to present to you the 2001/2002 annual results for Phoenix
Satellite Television Holdings Limited (the “Company”) and its subsidiaries
(collectively the “Group” or “Phoenix”).

BUSINESS OVERVIEW

Television broadcasting

During the 2001/2002 financial year, the Group directed its efforts
towards consolidating the five channels which now provide Phoenix
with global reach. Phoenix Chinese Channel and Phoenix Movies
Channel were respectively the first foreign free-to-air and subscription
channels to receive official approval to be distributed through the Pearl
River Delta cable system in Guangdong. The potential for Phoenix
North America Chinese Channel was further expanded by entering the
platform of EchoStar, the second largest direct-to-home broadeaster
in the United States, which operates in tandem with our pre-existing
distribution by DirecTV. The Groups 70% interest in Phoenix Chinese
News and Entertainment Channel (*Phoenix CNE Channel”), which
broadcasts to Europe, was formally acquired. The broadcast of Phoenix
InfoNews Channel in Hong Kong through i-Cable and the overruling
of the suspension of InfoNews' preparatory licence in relation to its
application for landing rights in Taiwan have further underscored thar
channel’s porential to serve the interests of Chinese across the Greater
China region. Although the new channels’ contribution to revenue was
marginal, they were performing well in building up their brand names
and expanding viewership.

Phoenix also consolidated its international position as a leading Chinese-
language broadcaster of television news and enterrainment. Its
comprehensive coverage of the terrorist attacks in the United Stares and
the subsequent war against terrorism, including sending a team to
Afghanistan to report on the allied offensive against the Taliban, identified
Phoenix as a unique global media service providing comprehensive
Chinese-language reporting on major international developments,

The Channels

Phoenix Chinese Channel

Phoenix Chinese Channel remained the flagship of the Group,
contributing 91.2% of its total revenue. On the programming side,
the channel continued to create original programmes with Phoenix’s
distinctive appeal, such as the popular Pole-to-Pole Expedition, which
involved a film crew traveling the length of the American continent
from Antarctica to the Arcric. In the near furure the channel will have
a major production featuring Chinatowns in different parts of the world.

Phoenix Movies Channecl

Phoenix Movies Channel is now in its fourth year of operation and
continues to operate as an encrypted pay-television service providing
mainstream maovie entertainment to Chinese audiences. Revenue of
the Channel remained relatively stable.
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Phoenix InfoNews Channel
InfoNews remains the premier television channel providing 24-hour
news and financial information in Mandarin across Asia.

InfoNews was officially launched on 1 January 2001, and has so far
been carried by cable systems in both Japan and Hong Kong and has
enjoyed considerable success. Although it was only inducted into the
Hong Kong i-Cable network in February 2002, InfoNews has already
out-performed CNN and CNBC in Hong Kong, according to surveys
conducted by AC Nielsen.

InfoNews' performance in Hong Kong underscores its potential o do
well in other markets. InfoNews' application for landing rights in Taiwan
has reached the final stage. We have concluded an agreement with a
cable distributor to promote the channel in Taiwan and are also actively
exploring the prospects of broadcasting it on cable and by direct-to-
home distribution in Southeast Asia. Phoenix will continue to work
towards obraining the relevant landing rights to broadcast

InfoMNews in Mainland China.

Phoenix Chinese News and Entertainment Channel

Phoenix CNE Channel, which now broadcasts to Chinese

audiences in 44 countries across Europe, made a significant advance
on 1 July 2002, when it extended its daily airtime from 8 to 24 hours.
This step will not increase the operating costs of the Group because
the programming for both Phoenix CNE and Phoenix North
America Chinese channels is now carried by a unified signal from
Hong Kong.

Phoenix North America Chinese Channel

Phoenix North America Chinese Channel is now broadcast on the two
largest direct-to-home platforms in the United States, EchoStar and
DirecTV. Subscription figures are improving gradually.

Shenzhen Production Centre

The construction of the Shenzhen Production Centre has been delayed
as a consequence of the Shenzhen Municipal Planning & Land
Information Center (311117 MU S8 + ¥4 4) unilaterally proposing
to change the plot ratio and the area of the site. This proposed change
if put into effect would require the Group to redesign the project which
will lead to further delay. Negotiation has been going on and the
management believes that the marter will soon be resolved.

Internet Development

The Phoenix website, www.phoenixtv.com, continues to be popular
with Chinese internet users. In response to the growing interest in
Phoenix displayed by foreign investors we have recently created an
English section in the website which is providing a basic profile of
Phoenix. We envisage that the English website will provide a regular
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flow of information on developments ar Phoenix, as well as an avenue
for interested non-Chinese speakers to make enquiries abour Phoenix.

Phoenix Weekly

Phoenix Weekly provides a steady flow of high quality fearures, profiling
contemporary Chinese cultural, political and commercial figures as well
as exploring some of the lesser-known aspects of the modern Chinese
experience. Advertising revenue has increased steadily.

PROSPECTS

The double-digit growth in revenue in the quarter ended 30 June 2002
as compared with the previous quarter, as well as the same period last
year, was mainly due to the increase in advertising sales related ro the
World Cup. This has demonstrated Phoenix's ability to take advantage
of the commercial opportunities offered by major international events.

Both Phoenix Chinese Channel and InfoNews Channel have the
potential to make greater inroads into other markets, especially in
Southeast Asia, which is home to the largest collection of Mandarin-
speaking Chinese outside the Greater China region. At the same time,
we are conscious that the mainland Chinese television industry is
becoming increasingly competirive, and thar we need to remain focused
on producing original programming thar will not only rerain bur also
expand Phoenix’s position in the Chinese market. Furthermore, the
process of restructuring the Chinese relevision industry thar is now
underway should provide further opportunities for Phoenix in China.

ACKNOWLEDGEMENT

On behalf of the Board, 1 would like to thank the staff of Phoenix for
their dedication and enthusiasm during a difficult year. They have not
only maintained the high standards that Phoenix set during its

first two years of operation as a listed company, but have also
displayed considerable initiatives in responding to new and at times
unexpected challenges.

I would also like to take this opportunity to express my personal
belief that Phoenix is fulfilling the role of “the Chinese connection”,
both connecting Chinese around the world and connecring the
Greater China region to the world. This is the mission that | envisaged
Phoenix performing when I began to work towards its establishment
in the mid 1990s. I am therefore excited by the promising prospects
that the coming years will offer and look forward to the Group's
continued success,

LIU Changle

Chairman

Hong Kong, 3 Seprember 2002
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