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Comments on Segmental Information

The table below shows the comparison of operating results of the

Group’s businesses for the years ended 31 December 2007 and 2006

respectively.
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Tt THIT

Phoenix Chinese Channel R XA 416,540 370,715

Phoenix InfoNews Channel BEmRERE 3,474 33,245

Phoenix Movies Channel, BURFRERE

Phoenix North America Chinese Channel & BRI & B

Phoenix Chinese News and Entertainment Channel Bl AR R o (54,633) (58,612)

New media BT 25,151 504

Other businesses HoAth 275 (1,214) (9,391)

Corporate overheads L EATEC (142,774) (145,607)

Profit from operations REA5 U5 246,544 190,854

Revenues from television broadcasting,

comprising both advertising

and subscription revenues, which accounted for 91.9% of the Group’s

total revenue for the year ended 31 December 2007, increased by
6.8% to approximately HK$1,083,379,000 (year ended 31 December
2006: HK$1,014,822,000). The segmental result for television
broadcasting recorded a profit of approximately HK$367,699,000 for
the year ended 31 December 2007 (year ended 31 December 2006:

HK$351,549,000).

Revenue from the Group’s flagship channel, Phoenix Chinese

Channel, which accounted for 68.1% of the Group’s total revenue
for the year ended 31 December 2007, increased by 11.0% to
approximately HK$802,364,000 (year ended 31 December 2006:

HK$722,697,000).

Phoenix InfoNews Channel’s revenue accounted for 17.3% of the

Group’s total revenue for the year ended 31 December 2007, but
decreased by 8.9% to approximately HK$203,606,000 (year ended

31 December 2006: HK$223,550,000).

The cumulative revenues of Phoenix Movies Channel, Phoenix

North America Chinese Channel and Phoenix Chinese News and

Entertainment Channel, increased 12.9% as compared to the year
ended 31 December 2006 to approximately HK$77,409,000 (year

ended 31 December 2006: HK$68,575,000).
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Comments on Segmental Information (continued)

Revenue from programme production and ancillary services
increased to approximately HK$32,825,000, which included intra-
group sales of approximately HK$27,392,000, for the year ended
31 December 2007 (year ended 31 December 2006: total revenue —
HK$26,498,000; intra-group sales — HK$24,584,000).

The revenue of the new media services increased to HK$56,391,000
(year ended 31 December 2006: HK$13,490,000) with a segmental
profit of HK$25,313,000 (year ended 31 December 2006:
HK$894,000).

Other activities, including the advertising and subscription revenue
generated by the Phoenix Weekly magazine and handling income
from television subscriptions, contributed marginally to the Group for
the year ended 31 December 2007.

Please refer to Note 5 to the consolidated financial statements
for a detailed analysis of segmental information and the “Business
Overview and Prospects” in this report for commentary on our core

business.

Dividend

The board of Directors has decided to recommend a final dividend
of HK$0.018 per ordinary share for the year ended 31 December
2007 (2006: HK$0.014 per ordinary share). Upon approval by the
shareholders, the final dividend will be paid on or about 30 June
2008 to shareholders whose names appear on the register of members
of the Company on 20 June 2008.

The register of members of the Company will be closed from
Monday, 16 June 2008 to Friday, 20 June 2008, both dates inclusive,
during which period no transfer of share will be effected. In order
to qualify for the above final dividend, all transfers must be lodged

with the Company’s branch share registrar in Hong Kong, Hong
Kong Registrars Limited at Shops 1712-1716, 17th Floor, Hopewell
Centre, 183 Queen’s Road East, Wanchai, Hong Kong, not later than
4:30p.m. on Friday, 13 June 2008.
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Acquisitions and Disposals of Subsidiaries and
Affiliated Companies

On 8 June 2007, the Group entered into an agreement with Jt 1%
J¥ 4% A 7] (Beijing Broadcasting Company) and CBC Advertising
Limited pursuant to which the registered capital of 1t 7T [/] 2 Ji& 15
{555 47 B 2~ 7] (Beijing Simulcast Communication Co Ltd) shall
be increased from RMB30,000,000 to RMB44,600,000. The Group
shall additionally inject RMB2,110,000 for a 35% shareholdings in
the joint venture. As of 31 December 2007, the additional capital
contribution had not been made by the Group.

On 22 June 2007, the Group entered into an agreement with
Regal Fame Investments Limited to form a joint venture. The joint
venture would conduct outdoor advertising business. Pursuant
to the agreement, the Group shall inject HK$35,000,000 for a
75% shareholding in this joint venture. A capital contribution of
HK$35,000,000 was made in July 2007.

On 27 June 2007, the Group entered into the capital increase
contract (“Capital Increase Contract”) pursuant to which the
Group has conditionally agreed to subscribe for 50% of the enlarged
registered capital of JE\H i (L) B 2 A R A A (Phoenix
Oriental (Beijing) Properties Company Limited) (“Phoenix Oriental”).
The parties agree that the registered capital of Phoenix Oriental
shall be increased from RMB10,000,000 (HK$10,200,000) to
RMB300,000,000 (HK$306,000,000). 50% of the enlarged registered
capital, amounting to RMB150,000,000 (HK$153,000,000) shall be
contributed by the Group on satisfaction of the conditions stated in
the Capital Increase Contract. On 21 December 2007, the Group
entered into an amended and restated capital increase contract
reflecting the proposed amendments as advised by the Commerce
Department of Beijing on the Capital Increase Contract in order to
facilitate its approval. As at 31 December 2007, no approval has been
obtained from the Commerce Department of Beijing and thus no
capital injection has been made by the Group.

Save as disclosed above, the Group has not held any significant
investment for the year ended 31 December 2007.
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Liquidity and Financial Resources

The liquidity and financial resources of the group as at 31 December
2007 gradually improved compared to those of the Group as at
31 December 2006. The aggregate outstanding borrowings of the
Group as at 31 December 2007 were approximately HK$3,506,000,
representing current accounts with related companies which were
unsecured and non-interest bearing (as at 31 December 2006:
HK$4,743,000). Such fluctuation was within the normal pattern of
operations of the Group.

The gearing ratio of the Group, based on total liabilities to equity
attributable to equity holders of the Company, was 16.3% as at
31 December 2007 (as at 31 December 2006: 23%). Accordingly, the
financial position of the Group has remained very liquid.

As most of the Group’s monetary assets are denominated in Hong
Kong dollars, US dollars and Renminbi, with minimal balances in UK
pounds and New Taiwan dollars, the exchange rate risks of the Group
are considered to be minimal.

Charge on Assets

As at 31 December 2007, deposits of approximately HK$4,067,000
(as at 31 December 2006: HK$3,907,000) were pledged with a bank

to secure a guarantee given to the landlord of a subsidiary.

Other than the above, the Group did not have any other charge on its
assets as at 31 December 2007 and 31 December 2006.

Capital Structure

During the year ended 31 December 2007, other than the exercise
of share options granted (details as per Note 28 to the consolidated
financial statements), there was no change in the Company’s share
capital. As at 31 December 2007, the Group’s operations were mainly

financed by equity holders’ equity.
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Staff

As at 31 December 2007, the Group employed 815 full-time staff (as
at 31 December 2006: 742), at market remuneration with employee
benefits such as comprehensive medical coverage, insurance plan,
defined contribution pension schemes and an employee share option
scheme. Staff costs for the year ended 31 December 2007 increased
to approximately HK$296,407,000 (year ended 31 December 2006:
HK$263,418,000).

The Group did not experience any significant labour disputes or
substantial change in the number of its employees that led to any
disruption of normal business operations. The Directors consider the
Group’s relationship with its employees to be good.

Significant Investments Held

As at 31 December 2007 the Group invested in certain unlisted
security investments with an estimated fair market value of
approximately HK$76,638,000 (as at 31 December 2006:
HK$141,300,000). Save as disclosed above, the Group has not held
any other significant investment for the year ended 31 December
2007.

Future Plans for Material Investments and
Expected Source of Funding

The Group will continue to consolidate its existing businesses while
exploring new business opportunities that will complement and
enhance its existing businesses.

As at 31 December 2007, the Group was considering various
investment projects and options but had not made any solid plan for
pursuing the same.

Contingent Liabilities
Other than disclosed in Note 32 to the consolidated financial

statements, the Group had no material contingent liabilities as at 31
December 2007 and 31 December 2006.
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