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To the Shareholders of Phoenix Media Investment (Holdings)
Limited
(incorporated in the Cayman Islands with limited liability)

Opinion
\What we have audited

The consolidated financial statements of Phoenix Media Investment
(Holdings) Limited (the “Company”) and its subsidiaries (the “Group”)
set out on pages 161 to 375, which comprise:

° the consolidated balance sheet as at 31 December 2018;

° the consolidated income statement for the year then ended,

° the consolidated statement of comprehensive income for the
year then ended;

° the consolidated statement of changes in equity for the year
then ended;

o the consolidated statement of cash flows for the year then
ended; and

° the notes to the consolidated financial statements, which
include a summary of significant accounting policies.

Our opinion

In our opinion, the consolidated financial statements give a true and
fair view of the consolidated financial position of the Group as at 31
December 2018, and of its consolidated financial performance and
its consolidated cash flows for the year then ended in accordance
with Hong Kong Financial Reporting Standards (“HKFRSs") issued by
the Hong Kong Institute of Certified Public Accountants (“HKICPA")
and have been properly prepared in compliance with the disclosure
requirements of the Hong Kong Companies Ordinance.
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Basis for Opinion

We conducted our audit in accordance with Hong Kong Standards on
Auditing ("HKSAs") issued by the HKICPA. Our responsibilities under
those standards are further described in the Auditor’'s Responsibilities
for the Audit of the Consolidated Financial Statements section of our
report.

We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

Independence

We are independent of the Group in accordance with the HKICPAs
Code of Ethics for Professional Accountants (“the Code”), and we
have fulfilled our other ethical responsibilities in accordance with the
Code.

Key Audit Matters

Key audit matters are those matters that, in our professional
judgment, were of most significance in our audit of the consolidated
financial statements of the current period. These matters were
addressed in the context of our audit of the consolidated financial
statements as a whole, and in forming our opinion thereon, and we

do not provide a separate opinion on these matters.

Key audit matters identified in our audit are summarised as follows:
o Valuation of the investments in Particle Inc. (“Particle”)
° Accuracy and recoverability of the receivable from Shenzhou

Television Company Limited (“Shenzhou”)

° Recoverability of the accounts receivable of the Group
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How our audit addressed the Key Audit Matter
BMMET AR EBEETSR

Our audit procedures in relation to the valuation of the
investments in Particle included:

H B RN Particle IR EMHEZEEFR1E

Refer to Notes 2(n), 3(c), 4(a)(i), 26, 37 and 42 to the
consolidated financial statements
ELHRA Y BIREMEE2(0) ~ 3(c) ~ 4a)) ~ 26 + 37 %42

Phoenix New Media Limited (“PNM"), a non-
wholly owned subsidiary of the Group, owns a
number of convertible redeemable preferred shares
(“Preferred Shares”) issued by Particle, which
operates Yidianzixun, a personalised news and life-
style information mobile application in The People's
Republic of China (“PRC").

BEFEEARAR ([BEMEE]) (Br EAF—MH
JE2EMBAR]) BB Particle 1T 2 & T AR AT E D
B ([EHRAL]) o Particle /& & —ZHE - HAREA
REFME ([FE]) A—REAEFERRESEFTED
BEEAIER -

The Group's investments in the Preferred Shares
were classified as financial assets at fair value through
profit or loss and carried at fair value of HK$2,235
million at 31 December 2018 based on the valuation
report prepared by an independent professional
valuer (the “Valuer”). Changes in the fair values of
the Preferred Shares during the year of HK$802
million were recognised in the consolidated income
statement.
EEENEBERZEREDERZATEERERLER
ER-_ZT—N\F+ZA=+—H22AY¥E2,235000,000
B (HEERBLEEMHERM ([HEM]) BRI
BERE) JIRNMBEE - BERRFAZATFEEZSY
802,000,000 7L E iR e Wk HER o

Understanding, evaluating and testing, on a sample
basis, management’s control procedures over
reviewing the fair value of investments in Particle;
AR - APl R ORI B 1 B E B AR Particle 218 &
B A EFTERE 2 BEPERE IT

Evaluating the Valuer's independence, competence,
capabilities and objectivity, and reading their
valuation reports prepared for financial reporting
purposes;

b ER 2B - A8 RO REBIE - UREE
(BRI SRS TRE 2 (hERS

Involving our in-house valuation experts in
assessing the appropriateness and consistency of
the methodologies used in the valuations;
BEMHRNSBEESRT AEERERGEERERE
A

Checking the mathematical accuracy of the
underlying calculations in the valuation models;
ZREMERA T OREE  ENEmt

Testing, on a sample basis, the accuracy and
relevance of input data used by the Valuer;
RIS EAN(E A < A SR 2 YR AR

Assessing the reasonableness of revenue growth
rate assumptions by comparing it to the approved
budgets, actual results of the prior periods and
comparable entities;

BREOHEZTEE  WABEZEREERAIEERE
BBIELLE - SRS REET AR
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Key Audit Matter
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The Valuer adopted the discounted cash flow (“DCF")
method and market approach to first estimate the
equity value of Particle, which was then allocated to
Particle’s common shares and Preferred Shares using
the option-pricing and the binomial models.
HEMERMRReRE (MRRERE]) ERTHE
LA e {f 5t Particle 2 BB - AR ERABETERER
§ — B S B E Particle 2 @A R E LAY -

We focused on this area because the valuation
of the investments in Particle involved significant
judgements and estimation uncertainties with key
assumptions for revenue growth rate, terminal growth
rate, discount rate, lack of marketability discount and
volatility, control premium and the carrying values of
the investments in Particle were significant, which
accounted for approximately 21% of the total assets
of the Group at 31 December 2018.
B FREE - REZR Particle 2 % E Ml B &
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° Assessing the reasonableness of terminal growth
rate, discount rate, lack of marketability discount
and volatility and control premium by comparing
those to the market data, including risk-free rates
and discount rate of comparable companies in the
same industry provided by our in-house valuation
experts;
BRETISEE (BRAMNABEEERREZRE
AL A Rz R AR R BEIR R ) (ELLER M A E R 4K
ERE - BRIRE - B UASHE 60 HTRR ROR MR DA R i R

BREOAE

o Assessing the reasonableness of the valuation with
reference to the most recent transacted and bid
prices for the investments in Preferred Shares of
Particle made by third parties;

BEE=ZFR Partlclefgf‘EHxZF FERIRE R
B UFHEBEEREAE

5 MRE A

° Considering the results of sensitivity analysis on
reasonably possible downside changes in the key
assumptions adopted; and
%FFﬁ?m%ZEyTE"“ZAIET
EDER

NTEML T 2 U

° Assessing the appropriateness of the relevant
disclosures made in the Group's consolidated
financial statements.

il BERESEMBHRRT ERRERLAE -

Based on our work summarised above, we found
the valuation methodologies were appropriate and
consistently applied, and the key assumptions adopted
were supportable in light of available evidence and the
current market environment.
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Accuracy and recoverability of the receivable from
Shenzhou

Ly ek SRR TR Sz R I AT W B

Refer to Notes 3(a)(ii), 4(a)(ii) and 22 to the
consolidated financial statements
BB A VIS REMEE 3@ ~ 4()i) & 22

At 31 December 2018, the Group had a receivable
balance from Shenzhou, the Group's advertising agent
in the PRC, of HK$375 million which was included in
prepayments, deposits and other receivables. This
amount represented the net balance from advertising
revenue collected by Shenzhou, net of agency
commission and service fee earned by Shenzhou and
various expenses incurred and payments made by
Shenzhou on behalf of the Group.

R2018F 12 A31H - EEEENESMN (KA EEER
iy BENIR) 2 FRIAA /375,000,000 7T + Tt
AFERTFRIE ~ 12E REAREKEIE  ZEFRKREMUER
ZEEWAFESR - MBRSMNERIR 2 RIEME RRGE
KLk BEEBEMEGECSEERARIMNZHIE -

The receivable balance is unsecured and repayable on
demand. Pursuant to the service agreement signed
between Shenzhou and the Group dated 5 June 2015,
Shenzhou agreed to deposit the advertising revenue
collected on behalf of the Group in designated bank
accounts in the PRC, which together with any interest
generated from these accounts would be held in trust
on behalf of the Group and handled according to the
Group's instructions. No additional interest would
be charged by the Group on the receivable balance
from Shenzhou. Management is of the opinion that
the balance is fully recoverable and no provision is
required based on their collectability assessment.
FEUWFIRSE R AR R AREREE - RiBEMNE &
SEFZFETABAA201546 A5 2 RS - WINRE
HEAKX BEBURNESRATARTEZFERT
RPEA - ZERBZERFPEEZARMFEKRE E&E
IEEERRFE Wik BEXEZERERE - BX5E
1&g BRI AR N 2 FRIBAE SR AT RSN, - BIRE
RABBERAT2HRE - BEREFEATKREIMEPEZ
FHEREBRIFL S -
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Our audit procedures in relation to the accuracy and
recoverability of the receivable from Shenzhou included:
AP FE U R I FRIE 2 SRR K AT UR Bl 1 2 BRI B A

° Understanding and evaluating how management
assessed and monitored the credit quality of
Shenzhou and the recoverability of the outstanding
receivable with reference to Shenzhou's financial
position, payment trends and subsequent
settlements;
BRETEEEETERERWINEEEZARKRER
EWRIB 2 AT B 2 750% - &2 E @M 2 Mgk
T BB RHEEERBZIER

° Agreeing opening balance of the receivable from
Shenzhou to the prior year audited accounts and
performing analytical procedures on the movements
in the balance with Shenzhou during the year to
identify if there were any unusual items;

1 FE MR N FRIB 2 BRI A R L F BB AZARE 2 BB
YELLETLAS A2 & IEHE - (¥ BN 2 11 2R A 8R A0
SEHEITHOMEF  HEEETEETIER

° Agreeing the amounts of cash collected for
advertising revenue by Shenzhou recorded in the
Group's accounting system to the collection reports
submitted by Shenzhou and sales contracts on a
sample basis;

1 BEfEEEHESTRSCHMNBERESKRAZES
SREESINRRZ 2 W R E R E & REmELLL G
HELIERE

° Checking the mathematical accuracy of the
calculation of commission and service fee paid to
Shenzhovu;

BREB I TMN M KRS BT HE 2 EITERE
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Key Audit Matter

BEETER

Due to the arrangements with Shenzhou described
above, there is a risk that the receivable balance at
31 December 2018 may not be accurate, and the
outstanding amount accounted for approximately
3.5% of the total assets of the Group. The nature
and size of this balance together with the significant
judgements exercised by management in their
collectability assessment warrant specific audit
attention.
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How our audit addressed the Key Audit Matter
RSN AEERREEIEE

Agreeing, on a sample basis, the expenses and
payments made by Shenzhou on behalf of the
Group to the instructions given by the Group or
other relevant supporting information;

P ArAeNRE EEEIN 2RI RAR
0 EEEELN BT H MBS ERELLEAS
HELIERE

Checking to the bank advices for cash remitted
to the Group by Shenzhou during the year and
subsequent to the yearend; and
ERBBSINNFERARFEER
RITAAME &

BEREERZBREH

Comparing the year end receivable balance
recorded in the Group's accounting system to
the external confirmation obtained by us from
Shenzhou.

1 BEBEI R EUGRIBAREE MImS
NIERS 2 SN ERHERAETTLLER ©

We found management’s assessment on the
recoverability and accuracy of the receivable from
Shenzhou was supportable by the available evidence.
AR E IR E A M UK 2 AT B R Bt 2 AT A AT LA
MBEAEETUASR -
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Key Audit Matter
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Recoverability of the accounts receivable of the
Group

BEfEERERERERZTRE %

Refer to Notes 3(a)(ii), 4(a)(ii) and 21 to the
consolidated financial statements
BLERA VI REM 3@ -~ 4(a)i) & 21

As at 31 December 2018, the Group’'s accounts
receivable balance amounted to HK$919.1 million
comprising gross accounts receivable of HK$1,056.2
million net of provision for impairment of HK$137.1
million.

R2018F12A31H BEXSE s EKERGSEH R
919,100,000 7T - H3 FEUL AR FR42%E 1,056,200,000 7 7T
FRIBL{E B 155 137,100,000 & TTAEAK,

Management has performed an assessment on the
recoverability of the accounts receivable balance as at
31 December 2018 based on the expected credit loss
model. In performing the assessment, management
also considered a number of factors including but
not limited to the debtors’ current and expected
financial positions, business environment and
industry performance, current and forward looking
economic factors, collection history, past experience
and subsequent settlements. Management is of the
opinion that the provision for impairment of accounts
receivable was adequate but not excessive at 31
December 2018.
EEEREEBEEBEEALEE2018F12 431 H
B BR R A eR 2 AT B » FEETTRIERS - BIREENE
BT ZERE  BFETRREBEA R XTEHRE B
Mo BERIE RITERR - B RATBEEERZ - KK
i BEKRREBREEREBEZER EEERE
2018412 A 31 A2 EUERFUR BB E REHMIERE -
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How our audit addressed the Key Audit Matter
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Our audit procedures in relation to management'’s
assessment on the recoverability of the accounts
receivable included:

AR E IR E E E AR SR AT U Bl 1 3T 2 BRI P B4

° Understanding, evaluating and testing, on a sample
basis, management'’s credit control procedures and
their basis and methodology of estimation of the
amount of impairment provision of the expected
credit losses required for the accounts receivable
balance;

B ARG EEB EEERREF REEE
HEH RN RN ESRTREREEEERAERESECE
ERFTE

o Testing post-year end settlements of accounts
receivable on a sample basis;

RSB RR  FREREFER

° Obtaining confirmations for a sample of the
balances as at 31 December 2018 directly from the
debtors and testing the reconciling items. Where
a response to the request was not received, we
agreed the relevant receivable balances to the
underlying sale contracts or supporting information
or post year end cash receipts;
MEEENEBARESEHE2018F 12 A31 B2 &#H
ZHER - WARHRIER - TEMERARWEIEEZIE
A RIS EGR B AR AR E ARSI E
RIS S WKL S AS AR & IR #E

o Testing the accuracy of aging profile of the accounts
receivable at the year end, on a sample basis,
against sales invoices and related sales contracts or
billing records; and
BIRHERER RBAEE S R R Es Mz a
IR 4 2 BRI 2 RN - %
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Key Audit Matter

BEETER

This is considered as a key matter to our audit
because of the judgements involved in management'’s
assessment and the financial significance of the
receivable balance to the Group’s consolidated
financial statements.

AR EREFMHTS &2 E 12 E R A K B U GRIE 4 6
¥ BEBRGEUBRERCHUBEZN  AUZFEERA
ERMETTR 2B EE -
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Discussing with management to assess the
recoverability of significant and aged accounts
receivable balances by corroborating management'’s
explanations with relevant supporting
documentation and market information, including
external payment schedules from the customers,
supportable credit risk information, and financial
information of the customers
HEREETImUTEERRRERREBRRES®RZ
e - FRAUBEZHEXHRTSER (BEE
PRZNBNFEERE AREZEERBEMEEFPZ
BISERL) RIEREIEE 2 o

We found the judgement and assumptions used by the

management in determining the provision for accounts
receivable to be supportable based on available evidence
ERAERE - BRMBERERELETRIRTE@ERTEL
FIET R B BREERER
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Other Information

The directors of the Company are responsible for the other
information. The other information comprises all of the information
included in the annual report other than the consolidated financial
statements and our auditor’s report thereon.

Our opinion on the consolidated financial statements does not cover
the other information and we do not express any form of assurance
conclusion thereon.

In connection with our audit of the consolidated financial statements,
our responsibility is to read the other information and, in doing so,
consider whether the other information is materially inconsistent with
the consolidated financial statements or our knowledge obtained in
the audit or otherwise appears to be materially misstated.

If, based on the work we have performed, we conclude that there is
a material misstatement of this other information, we are required to
report that fact. VWe have nothing to report in this regard.

Responsibilities of Directors and Audit
Committee for the Consolidated Financial
Statements

The directors of the Company are responsible for the preparation of
the consolidated financial statements that give a true and fair view in
accordance with HKFRSs issued by the HKICPA and the disclosure
requirements of the Hong Kong Companies Ordinance, and for such
internal control as the directors determine is necessary to enable the
preparation of consolidated financial statements that are free from
material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, the directors are
responsible for assessing the Group's ability to continue as a going
concern, disclosing, as applicable, matters related to going concern
and using the going concern basis of accounting unless the directors
either intend to liquidate the Group or to cease operations, or have no
realistic alternative but to do so.

Audit committee is responsible for overseeing the Group's financial
reporting process.
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Auditor’s Responsibilities for the Audit of the
Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the
consolidated financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor’s
report that includes our opinion. We report our opinion solely to you,
as a body, and for no other purpose. We do not assume responsibility
towards or accept liability to any other person for the contents
of this report. Reasonable assurance is a high level of assurance,
but is not a guarantee that an audit conducted in accordance with
HKSAs will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably be
expected to influence the economic decisions of users taken on the
basis of these consolidated financial statements.

As part of an audit in accordance with HKSAs, we exercise
professional judgment and maintain professional scepticism
throughout the audit. We also:

° Identify and assess the risks of material misstatement of the
consolidated financial statements, whether due to fraud or
error, design and perform audit procedures responsive to those
risks, and obtain audit evidence that is sufficient and appropriate
to provide a basis for our opinion. The risk of not detecting a
material misstatement resulting from fraud is higher than for
one resulting from error, as fraud may involve collusion, forgery,
intentional omissions, misrepresentations, or the override of
internal control.

° Obtain an understanding of internal control relevant to the audit
in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion
on the effectiveness of the Group’s internal control.

° Evaluate the appropriateness of accounting policies used

and the reasonableness of accounting estimates and related
disclosures made by the directors.
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° Conclude on the appropriateness of the directors’ use of the
going concern basis of accounting and, based on the audit
evidence obtained, whether a material uncertainty exists related
to events or conditions that may cast significant doubt on the
Group's ability to continue as a going concern. If we conclude
that a material uncertainty exists, we are required to draw
attention in our auditor’s report to the related disclosures in the
consolidated financial statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based
on the audit evidence obtained up to the date of our auditor’s
report. However, future events or conditions may cause the
Group to cease to continue as a going concern.

° Evaluate the overall presentation, structure and content of the
consolidated financial statements, including the disclosures,
and whether the consolidated financial statements represent
the underlying transactions and events in a manner that
achieves fair presentation.

° Obtain sufficient appropriate audit evidence regarding the
financial information of the entities or business activities within
the Group to express an opinion on the consolidated financial
statements. We are responsible for the direction, supervision
and performance of the group audit. We remain solely
responsible for our audit opinion.

We communicate with audit committee regarding, among other
matters, the planned scope and timing of the audit and significant
audit findings, including any significant deficiencies in internal control
that we identify during our audit.

We also provide audit committee with a statement that we have
complied with relevant ethical requirements regarding independence,
and to communicate with them all relationships and other matters
that may reasonably be thought to bear on our independence, and
where applicable, related safeguards.
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From the matters communicated with audit committee, we
determine those matters that were of most significance in the audit
of the consolidated financial statements of the current period and
are therefore the key audit matters. We describe these matters in our
auditor’s report unless law or regulation precludes public disclosure
about the matter or when, in extremely rare circumstances, we
determine that a matter should not be communicated in our report
because the adverse consequences of doing so would reasonably
be expected to outweigh the public interest benefits of such
communication.

The engagement partner on the audit resulting in this independent
auditor’s report is Tsang Nga Kwan.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 26 March 2019
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