REVIEW OF OPERATIONS

HONG KONG TV BROADCASTING

The broadcasting business in Hong Kong continues
to be our core business, accounting for approximately
69% of the Group’s revenue.

TV ADVERTISING

Hong Kong's overall advertising market was seriously
affected by dwindling retail sales. In 2015, aggregate
sales of retail outlets reported a 3.7% decline from
2014. High-value luxury goods, including jewellery,
watches, clocks and valuable gifts, a sector which is
an important contributor to the advertising market
experienced a significant year-on-year decline in

sales of 15.6%. Other important revenue-generating
categories, such as medicines and cosmetics, electrical
goods and photographic equipment also faced a
downturn in sales. Slower growth in Mainland China,
a stronger US dollar, the stock market fluctuations and
slackening Mainland tourist arrivals contributed to a
weakening local consumer sentiment.

TVB's advertising revenue from its terrestrial channels
dropped 9% year-on-year, as a result of sluggish retail
sales and the absence of non-recurring revenue from
the 2014 FIFA World Cup Brasil™ (“2014 World Cup”).
Two key growth engines in the past — baby milk
powder and skincare - recorded a significant drop

in spending in 2015. While the baby milk powder
category remained the top revenue generator in the
year, the actual spending was down by 13%. Skincare
ad-spending witnessed a 38% plunge. Supermarkets,
one of our top performing categories, also dropped
by 31% amid poor retail environment. The increased
risk of a global economic slowdown has prompted
major advertisers to act more cautiously with their
submissions of advertising slot bidding and annual
spending commitments, which in turn adversely
impacted our sales.

There are, however, a few bright spots including the
online travel agents category, mobile apps and online
property agents, which spent at least two to three
times more than last year. Shampoo and shower gel
manufacturers also increased their spending by 25%
and 43%, respectively.

In addition, we were able to position our digital
terrestrial TV channels, J2, iNews and HD Jade
(rebranded to J5 in February 2016), as effective TV
spending vehicles for smaller budgets, helping us to
draw new dollars from the TV advertising pie to our
company’s platforms, and resulting in increased share.

TERRESTRIAL TV CHANNELS

TVB continued to maintain leadership in the free TV
market with an overall average audience share' of TVB’s
terrestrial TV channels? against the total TV channels in
Hong Kong, which include free and pay TV channels,
during weekday prime time® of 82% (2014: 81%).

The five terrestrial TV channels provide round-the-
clock programmes, including entertainment, news and
information to viewers in Hong Kong. Jade has been
positioned to target the mass audience and continues
to serve as the station’s flagship with its recent upgrade
to super HD picture resolution. J2, with its upbeat

image, targets the adultescent group. iNews continues
to position itself as the only 24-hour free-to-air news
channel in Hong Kong. Pearl, our English channel,

is uniquely positioned to carry major blockbuster
movies, dramas and documentaries, as well as news
and news related information. In February 2016, we
revamped HD Jade into J5, with a new channel position
to target a new audience group seeking up-to-date
information on the markets, with particular focuses

on the financial and the property markets, which is an
important audience segment. As a result, the simulcast
arrangement of prime time drama between Jade

and HD Jade has ceased. These distinctive channel
strategies help us to market our airtime to advertisers.

2015 marked a critical year for TVB, as we witnessed an
increasing trend in media fragmentation. OTT service
provider (LeEco) and online operator (Netflix) have
commenced services in Hong Kong, offering more
programme choices for viewers, along with the many
portals and apps carrying video and news content.
Radio Television Hong Kong's (RTHK) channels have
begun service on the free-to-air spectrum, delivering
documentaries and entertainment programmes to
viewers.

During 2016, the media landscape in Hong Kong will
see the entrance of PCCW (using ViuTV as the name
of its platform) as a new service operator. Looking
further on the list of possible free TV operators,
i-Cable (as Fantastic TV) has been given approval-in-
principle by the Government, but has, to date, not
been formally granted a licence to operate. With these
many upcoming changes, TVB is making no less efforts
to upgrade its programme offerings, adopting the
latest broadcasting technology, for continuous service
enhancement.

Linear TV viewing has, to date, been the key mode

of TV consumption in Hong Kong. This mode of TV
viewing is going through a major revolution, as we
have announced on 1 March 2016, the launch of a
brand new Internet-connected TV or OTT service for
Hong Kong. This service, named myTV SUPER, will be
officially launched on 18 April 2016. myTV SUPER box
and app offer a bundle of 31 linear channels, including
playback of contents broadcast within three hours. The
VOD service provides vast volume of over 11,000 hours
and extensive choices of programmes ranging from
premieres to classic titles, featuring TVB self-produced
shows, Asian dramas and variety shows, American
dramas, the latest cartoons and animations, and other
popular, high quality contents. This service is our latest
response to address the changing viewing habits

of viewers. With two major ISPs, namely Hutchison
Telecommunications and Hong Kong Broadband,
supporting this service upon launch, TVB aims to
provide a radical change in TV viewing experience
leveraging the strong broadband connectivity. This
service may over time change the way we consume TV
programmes at home.

2016 will be remembered as the year of the Rio 2016
Olympic Games, which will no doubt be the most
watched sports event around the world. We shall
progressively, during 2016, introduce a series of world-
class sports events, commencing with FINA Diving
World Cup to our audience. More sports related lead-in
programmes will be broadcast, as we begin to pave our
way to an exciting summer of 2016.
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REVIEW OF OPERATIONS
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JADE CHANNEL

Drama

A seven-day second line drama schedule on Jade was
successfully implemented with the aim to maximise
viewers' attention and rating potentials of our top
quality drama series.

This new schedule splendidly kicked-off with the
popular acquired drama serial The Empress of China.
Ghost Of Relativity, a popular supernatural themed
romantic comedy which was headlined by the fun duo
Kristal Tin Yui Lee and Nancy Wu Ting Yan delivering a
ghost story of two office ladies and their encounters

in a “Frenemy” relationship, won the highest honour
among the prime time drama. With immense success in
popularity and marvelous acclaims on the social media
for its laugh-out-loud moments, this popular serial
became the top-rated drama title, achieving an average
consolidated rating* of 29.2 TVRs (TV rating® of 26.6
TVRs, online live rating® of 0.2 TVR and online catch-up
rating” of 2.4 TVRs). The two female leads Tin and Wu
with their extraordinary and supernatural acting skills
were applauded which consequently brought them the
titles of TVB's Most Popular Female Character and the
Best Actress of the year.

Another remarkable serial of the year was anniversary
drama Lord Of Shanghai, which was headlined by three
heavy-weighted actors, Anthony Wong Chau Sang, Kent
Tong Chun Yip and Wayne Lai Yiu Cheung, featuring

an epic story inspired by the three renown tycoons

of Shanghai set in the late 1920s. Greatly applauded

for the persuasive acting and the dazzling outport
sceneries filmed in Shanghai, the serial successfully
claimed the title of TVB Best Drama and further
brought Wong the title of TVB Best Actor of the year.

' Audience share (%) is the percentage of ratings of particular
channel(s) over the total ratings of the base channels for
a specific period. The base channels comprise all of the
TV channels (Total TV channels) in Hong Kong. Total TV
channels include all free TV channels, all pay TV channels
and other TV channels capable of being received in Hong
Kong, such as the satellite channels.

2 TVB's terrestrial TV channels comprise Jade, J2, iNews, Pearl
and HD Jade (recently renamed as J5).

® Weekday prime time for TVB’s terrestrial TV channels runs
from 7 p.m. to 12 a.m., Mondays to Fridays.

4 Consolidated rating is defined as the summation of TV
rating, online live rating and online catch-up rating.

> TV rating (“TVR") represents the size of the audience
expressed as a percentage of the total TV population. For
2015, the total TV population comprises 6,466,000 viewers,
and therefore, 1 TVR represents 64,660 viewers (1% of the

Drama continues to play

an important platform for

nurturing new talents for TVB. TVRs
In legal-themed drama Raising
The Bar, the performance

of young talents — Grace

Chan Hoi Lam, Jeannie Chan,
Stephanie Ho and Moon Lau
Pui Yuet, were well received by our audience. While in
a pre-modern serial, Momentary Lapse Of Reason, the
acting talents of Louis Cheung Kai Chung and Rosina
Lam Ha Mei impressed many audience.

rime time
Total TV)

Regular sitcom fans will no doubt recall members of
the Ma family in Come Home Love. This sitcom has been
running since 2012, draws a regular viewership at the
20:00 slot of an average consolidated rating of 23.1
TVRs in 2015 (TV rating of 22.1 TVRs, online live rating
of 0.1 TVR and online catch-up rating of 0.9 TVR). The
success of this drama lies in the curation of everyday
stories of the Ma family and their friends. Not only
Come Home Love is well received in Hong Kong, the
sitcom is well-received in Malaysia and Singapore.

Anniversary drama Captain Of Destiny, a time-
travelled story which featured extensive computer
graphics created by our in-house team represented a
daring attempt. The serial successfully earned good
reputations and rocked the stages at the StarHub TVB
Awards 2015 and the 2015 TVB Star Awards Malaysia.
Not only was the popular serial honoured as My
Favourite TVB Drama at both awards, it also gave the
leading cast Ruco Chan Chin Pang to the title of My
Favourite TVB Actor. Back in Hong Kong, Chan was also
awarded TVB'’s Most Popular Male Character of the year
for his leading role.

total TV population). Ratings data source: Nielsen TAM.
Since 1 January 2013, Nielsen has been appointed as the
accredited ratings measurement service company for the
industry.

5 Online live rating is defined as an aggregate live rating
generated from live channel broadcasts via web and mobile
apps platforms. Data are sourced from Nielsen SiteCensus
and conversion is based on a TV rating formula supported
by a certified document issued by Nielsen dated 24 July
2013. One online live rating also represents 64,660 viewers,
same as TV rating.

7 Online catch-up rating is defined as an aggregate catch-up
rating of web and mobile apps platforms. Data are sourced
from Nielsen SiteCensus and conversion is based on a TV
rating formula supported by a certified document issued by
Nielsen dated 24 July 2013. One online catch-up rating also
represents 64,660 viewers, same as TV rating.
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