
01FIRST Q U A R T E R L Y  R E P O R T

FINANCIAL SUMMARY
• The Group made a profit of approximately HK$40,475,000 during the three months ending 31

March 2004, a dramatic turn-around when compared with a loss of HK$20,809,000 in the same
period last year.

• Revenue for the period increased to approximately HK$284,578,000, which represented a rise of
64.1% over the same period last year. Advertising revenue went up by 81.4%.

• The performance of InfoNews was especially noteworthy, with revenue increasing almost 18-fold as
against the same period last year.

• The earnings per share were recorded at HK cents 0.82, compared with a loss of HK cents 0.42 in
the same period last year.

Phoenix introduced a new advertising sales arrangement for selling to mainland customers at the beginning
of this quarter, and as foreshadowed in our last company report, the resulting surge in revenue has
enabled Phoenix to generate a profit after three years of loss-making. The most encouraging aspect of this
turn-around has been the performance of InfoNews, the revenue of which increased from approximately
HK$2,504,000 in the same period last year to approximately HK$44,757,000 this quarter, an almost
eighteen fold increase.

FINANCIAL REVIEW
Revenue of the Group for the three months ended 31 March 2004 reached a record high of approximately
HK$284,578,000. It represented an encouraging increase of approximately HK$111,174,000 or 64.1%,
over the same period last year. Advertising revenue, which represented 94.3% of the Group’s total revenue,
increased by approximately HK$120,431,000, or 81.4%. This increase was mainly attributable to the
success of the newly implemented multiple agencies model in advertising sales.

Operating costs increased by 24.1% to approximately HK$246,629,000 as compared with the same period
last year. As the Group has a relatively stable cost structure, the increase in costs was mainly due to the
increase of commission expenses incurred by the rise in advertising revenue. The Group’s profit from
operations and profit attributable to shareholders for the three months ended 31 March 2004 were
approximately HK$37,949,000 and HK$40,475,000 respectively. As compared to a loss from operations of
approximately HK$25,380,000 and a loss attributable to shareholders of approximately HK$20,809,000 in
the same period last year, there were significant improvements of approximately HK$63,329,000 and
HK$61,284,000 respectively.
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The Group’s results for this quarter and the same period last year respectively are summarized below:

Three months ended 31 March
2004 2003

HK$’000 HK$’000

Phoenix Chinese Channel 222,732 145,469
Phoenix InfoNews Channel 44,757 2,504
Phoenix Movies Channel, Phoenix North America

Chinese Channel & Phoenix Chinese News and
Entertainment Channel 11,590 19,668

Other businesses 5,499 5,763
Group’s total revenue 284,578 173,404
Operating costs (246,629) (198,784)
Profit/(Loss) from operations 37,949 (25,380)
Profit/(Loss) attributable to shareholders 40,475 (20,809)
Earnings/(Loss) per share, Hong Kong cents 0.82 (0.42)

The table below shows the operating results of our businesses for this quarter and the same period last
year:

Three months ended 31 March
2004 2003

HK$’000 HK$’000

Phoenix Chinese Channel 86,720 40,715
Phoenix InfoNews Channel (1,701) (29,954)
Phoenix Movies Channel, Phoenix North America

Chinese Channel & Phoenix Chinese News and
Entertainment Channel (13,539) (8,841)

Other businesses (2,116) (3,900)
Corporate overheads (31,415) (23,400)

Profit/(Loss) from operations 37,949 (25,380)

Phoenix Chinese Channel remained by far the most important source of revenue for the Group, accounting
for 78.3% of the Group’s total revenue. It’s revenue increased by 53.1% as compared to the same period
last year, and its operating profit doubled to approximately HK$86,720,000. The performance of Phoenix
InfoNews Channel displayed a significant improvement. Revenue jumped to approximately HK$44,757,000
as compared to approximately HK$2,504,000 in the same period last year. Operating loss was thereby
decreased substantially to approximately HK$1,701,000, or by 94.3%.
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Results of both Phoenix North America Chinese Channel and Phoenix Chinese News and Entertainment
Channel showed gradual improvement. However, subscription revenue of Phoenix Movies Channel decreased
in this quarter, mainly due to the termination of the minimum guarantee arrangement with an agent in the
PRC, and led to a rise of operating loss.

The increase in corporate overheads was mainly attributable to the additional expenditure on promotional
events and marketing activities.

BUSINESS OVERVIEW
Phoenix Chinese Channel, which continues to constitute the main element of the Group’s business, has
maintained its status as one of the most innovative and popular television channels available to the
Chinese audience. This has been achieved by striving to produce or acquire new entertainment and
informative programmes that cater to the tastes of the Chinese-speaking audience in Mainland China and
beyond.

Phoenix has also remained the leading broadcaster of international news in the Chinese market. Phoenix
has consistently followed major world developments, including the political violence in Iraq, the Taiwan
elections, the North Korean nuclear problem, and the evolution of China/United States relations. InfoNews
has had major carriage of the task of reporting news and economic information, and its rapidly increasing
income reflects its unique status in the Chinese market.

Phoenix celebrated its eighth anniversary in March this year, and utilized this occasion as an opportunity to
enhance the awareness of its brand name. Phoenix held a major celebration on the theme of “Dedicate My
Dream To You” in Beijing as the capital of Phoenix’s largest market, and also mounted an elaborate event
in Malaysia – “The Night of Kuala Lumpur” – to recognize the support Phoenix has received from overseas
Chinese audiences, the largest of which is in Malaysia. These events attracted considerable publicity, and
reflected Phoenix’s ceaseless pursuit of ways to consolidate its brand name and expand its audience.

PROSPECTS
This quarter’s results confirm that the interpretation of Phoenix’s performance set out in past reports was
well-based, with the prediction of a profit sometime in 2004 as a consequence of the new advertising
sales arrangement being borne out by reality. These results also demonstrate that Phoenix is pursuing a
highly effective strategy, combining innovative and creative programming with a flexible approach to the
sale of advertising. The performance of InfoNews was especially encouraging. While the high-cost nature
of InfoNews means that it currently still makes a loss, the dramatic rise in income in this quarter
demonstrates that it will probably pass the break-even mark in the near future.

The factors that led to the dramatic turn around in Phoenix’s performance, namely the popularity of
Phoenix programming and the effectiveness of the new advertising marketing system, should continue to
enhance Phoenix’s performance over the remainder of the current financial year and beyond. Despite talk
of overheating, the Chinese economy remains extremely buoyant. Many of our advertising clients are in the
consumer product industry and should thus remain unaffected by the potential economic slow down which
could be suffered by commodity and raw material related companies and should continue to be the source
of a steady stream of advertising contracts. At the same time Phoenix has continued to expand its
influence among the overseas Chinese with a particular emphasis in the South East Asia region. The
management is consequently extremely confident that Phoenix will continue to make a profit for the
foreseeable future.
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The Directors of Phoenix Satellite Television Holdings Limited (the “Company”) have the pleasure of presenting
the unaudited consolidated profit and loss account, condensed consolidated cashflow statement and
consolidated statement of changes in equity of the Company and its subsidiaries (collectively referred to as
the “Phoenix Group” or the “Group”) for the three months ended 31 March 2004 (the “period”), and the
unaudited consolidated balance sheet of the Phoenix Group as at 31 March 2004, together with the
comparative figures for the corresponding period and relevant date in 2003.

DIRECTORS’ INTERESTS IN SECURITIES
As at 31 March 2004, the interests of the Directors and chief executives in the shares of the Company and
its associated corporations (within the meaning of Part XV of the Securities and Futures Ordinance (Cap.
571 of the Laws of Hong Kong) (the “SFO”)) which were notified to the Company and the Stock Exchange
of Hong Kong Limited (the “Stock Exchange”) pursuant to Divisions 7 and 8 of Part XV of the SFO
(including interests or short positions which they are taken or deemed to have under such provisions of the
SFO) and required to be entered in the register maintained by the Company pursuant to Section 352 of the
SFO or which were notified to the Company and the Stock Exchange pursuant to Rules 5.40 to 5.58 of the
Rules Governing the Listing of Securities on the Growth Enterprise Market of the Stock Exchange (the
“GEM Listing Rules”) relating to securities transactions by Directors, were as follows:

(1) Ordinary shares

Personal Family Corporate Other Total number Percentage of
Name interest interest interest interest of shares shareholding

LIU, Changle * – – 1,854,000,000 – 1,854,000,000 37.6%

Note: Mr. LIU, Changle is the beneficial owner of approximately 93.3% of the issued share capital of
Today’s Asia Limited, which in turn is interested in approximately 37.6% of the issued share capital
of the Company as at 31 March 2004.

* Being an Executive Director of the Company.

Save as disclosed herein, as at 31 March 2004, none of the Directors or chief executives of the
Company, had any interest or short positions in any shares, underlying shares or debentures of the
Company or any associated corporations (within the meaning of Part XV of the SFO) which would
have to be notified to the Company and the Stock Exchange pursuant to Divisions 7 and 8 of Part
XV of the SFO (including interests or short positions which they are taken or deemed to have under
such provisions of the SFO), or which were required, pursuant to Section 352 of the SFO, to be
entered in the register referred to therein, or which were required, pursuant to Rules 5.40 to 5.58
of the GEM Listing Rules, to be notified to the Company and the Stock Exchange.
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SHARE OPTION SCHEMES
(A) Share option schemes of the Company

On 7 June 2000, two share option schemes of the Company were approved by the shareholders of
the Company (“Shareholders”), namely Pre-IPO Share Option Scheme and Share Option Scheme.
In order to enhance the flexibility in the implementation of the Pre-IPO Share Option Scheme and
the Share Option Scheme, the committee of four Directors established for the administration of the
share option schemes (the “Committee”) approved certain amendments to the terms of the Pre-
IPO Share Option Scheme on 14 February 2001 and the Share Option Scheme on 14 February
2001 and 6 August 2002 respectively. Such amendments have been pre-approved by the Stock
Exchange.

(1) Pre-IPO Share Option Scheme
The details of share options granted by the Company under the Pre-IPO Share Option
Scheme to the Directors of the Company and the employees of the Phoenix Group to
acquire shares were as follows:

Number of share options
Type and Balance
number of Exercise Balance as Lapsed Exercised as at 31
remaining Date of Vesting price at 1 January during the during the March
grantees grant period per share 2004   period period 2004

HK$

2 Executive Directors:

LIU, Changle 14 June 2000 14 June 2001 to 1.08 5,320,000 – – 5,320,000
13 June 2010

CHUI, Keung 14 June 2000 14 June 2001 to 1.08 3,990,000 – – 3,990,000
13 June 2010

101 other employees 14 June 2000 14 June 2001 to 1.08 36,618,000 (80,000 ) (1,930,000 ) 34,608,000
13 June 2010

Total:

103 employees 45,928,000 (80,000 ) (1,930,000 ) 43,918,000

During the three months ended 31 March 2004, 80,000 options granted to an employee
lapsed when he ceased his employment with the Phoenix Group.

During the three months ended 31 March 2004, 1,930,000 options granted to 31 employees
were exercised.

Save as disclosed above, no option has been cancelled or lapsed during the period.
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AUDIT COMMITTEE
The Company has established an audit committee with written terms of reference based upon the guidelines
recommended by the Hong Kong Society of Accountants. The primary duties of the audit committee are to
review the Company’s annual report and accounts, half-yearly reports and quarterly reports and to provide
advice and comments thereon to the Board of Directors. The audit committee has met regularly to review
with management the accounting principles and practices adopted by the Phoenix Group and to discuss
auditing, internal control and financial reporting matters. The audit committee comprises one Non-Executive
Director, namely Mr. LAU, Yu Leung John and two Independent Non-Executive Directors, namely Dr. LO, Ka
Shui and Mr. KUOK, Khoon Ean.

COMPLIANCE WITH THE CODE OF BEST PRACTICE OF THE LISTING RULES
None of the directors of the Company is aware of any information which would indicate that the Group is
not, or was not, in compliance with the Code of Best Practice as set out in 5.28 to 5.39 of the Rules
Governing the Listing of Securities on the Growth Enterprise Market at any time during the three months
ended 31 March 2004.

On behalf of the Board
LIU, Changle

Chairman

Hong Kong, 12 May 2004
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CONSOLIDATED PROFIT AND LOSS ACCOUNT – UNAUDITED
FOR THE THREE MONTHS ENDED 31 MARCH 2004

For the three For the three
months ended months ended

31 March 31 March
2004 2003

Note HK$’000 HK$’000

Revenue 2 284,578 173,404

Operating expenses 13 (205,622) (163,818)

Selling, general and administrative expenses 13 (41,007) (34,966)

Profit/(loss) from operations 37,949 (25,380)

Other income

Exchange gain, net 802 678
Interest income, net 1,140 1,076
Other income, net 3,354 3,007

Profit/(loss) before taxation and minority interests 43,245 (20,619)

Taxation 3 (2,421) (854)

Profit/(loss) before minority interests 40,824 (21,473)

Minority interests (349) 664

Profit/(loss) attributable to shareholders 40,475 (20,809)

Accumulated deficit, beginning of period (612,471) (539,534)

(571,996) (560,343)

Dividends 4 – –

Accumulated deficit, end of period (571,996) (560,343)

Basic earnings/(loss) per share, Hong Kong cents 5 0.82 (0.42)

Diluted earnings/(loss) per share, Hong Kong cents 5 0.82 N/A
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CONSOLIDATED BALANCE SHEET – UNAUDITED
AS AT 31 MARCH 2004

As at As at
31 March 31 December

2004 2003
Note HK$’000 HK$’000

(Audited)

Current assets
Cash and bank balances 426,163 388,869
Accounts receivable, net 42,453 32,438
Prepayments, deposits and other receivables 6 288,425 277,651
Inventories 8,618 9,187
Amounts due from related companies 7 340 223
Self-produced programmes 14,282 11,337
Purchased programme and film rights,

current portion 8 8,554 9,259

788,835 728,964

Non-current assets
Purchased programme and film rights 8 25,560 24,133
Fixed assets, net 59,699 62,607
Land deposit and development costs 9 61,120 61,120
Interest in a jointly controlled entity 472 472
Other investment 10 29,986 –
Deferred tax assets 313 743

177,150 149,075

Total assets 965,985 878,039

Current liabilities
Accounts payable, other payables and accruals 110,112 96,432
Deferred income 80,312 52,420
Amounts due to related companies 7 10,056 9,982
Profits tax payable 8,345 5,939

208,825 164,773
Non-current liability

Deferred tax liabilities 313 743

Total liabilities 209,138 165,516

Minority interests 6,452 6,103

Capital and reserves
Share capital 11 493,395 493,173
Reserves 257,000 213,247

Total shareholders’ equity 750,395 706,420

Total liabilities and shareholders’ equity 965,985 878,039




