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Notes to the Consolidated Financial Statements

(Amounts expressed in Hong Kong dollars)

1. GENERAL INFORMATION

Phoenix Satellite Television Holdings Limited (the “Company”) and its subsidiaries (together, the “Group”) engage
principally in satellite television broadcasting activities.

The Company is a limited liability company incorporated in the Cayman Islands and domiciled in Hong Kong. The
address of its registered office is Cricket Square, Hutchins Drive, P.O. Box 2681, Grand Cayman KY1-1111, Cayman
Islands.

The Company is listed on the Main Board of The Stock Exchange of Hong Kong Limited (the “Stock Exchange”) since
December 2008 prior to which, it was listed on the Growth Enterprise Market of the Stock Exchange.

The financial statements are presented in Hong Kong dollars (“HK$”), unless otherwise stated. These financial
statements were approved for issue by the Board of Directors on 13 March 2014.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies applied in the preparation of these consolidated financial statements are set out
below. These policies have been consistently applied to all the years presented, unless otherwise stated.

(@)  Basis of preparation

The consolidated financial statements of the Company have been prepared in accordance with Hong Kong
Financial Reporting Standards (“HKFRS”) issued by the Hong Kong Institute of Certified Public Accountants
(“HKICPA”). They have been prepared under the historical cost convention, as modified by the revaluation of
investment properties and financial assets at fair value through profit or 0ss.

The preparation of financial statements in conformity with HKFRS requires the use of certain critical
accounting estimates. It also requires management to exercise its judgement in the process of applying the
Group’s accounting policies. The areas involving a higher degree of judgement or complexity, or areas where
assumptions and estimates are significant to the consolidated financial statements, are disclosed in Note 4.
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Notes to the Consolidated Financial Statements

(Amounts expressed in Hong Kong dollars)

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(b)  Changes in accounting policies and disclosures

HKICPA has issued certain new and revised HKFRS that are first effective for the current accounting period of
the Group.

(i) Effect of adopting new standards and amendments to Standards

The following new standards and amendments to standards are mandatory for accounting periods
beginning on or after 1 January 2013.

HKFRS 1 Amendment Government Loans

HKFRS 7 Amendment Disclosures — Offsetting Financial Assets and Financial Liabilities

HKFRS 10 Consolidated Financial Statements

HKFRS 11 Joint Arrangements

HKFRS 12 Disclosure of Interests in Other Entities

HKFRS 10, 11 and 12 Consolidated Financial Statements, Joint Arrangements and
Amendments Disclosure of Interests in Other Entities: Transition Guidance

HKFRS 13 Fair Value Measurement

HKAS 1 Amendment Presentation of ltems of Other Comprehensive Income

HKAS 19 (2011) Employee Benefits

HKAS 27 (2011) Separate Financial Statements

HKAS 28 (2011) Investments in Associates and Joint Ventures

HKFRSs Amendments Annual Improvements 2009-2011 Cycle

The adoption of the above new standards and amendments to standards does not have any significant
impact to the results and financial position of the Group.
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(Amounts expressed in Hong Kong dollars)

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(b)  Changes in accounting policies and disclosures (Continued)
(i) New Standards, amendments to standaras and interpretations not yet adopted by the Group

The following new standards, amendments to standards and interpretations that have been issued but
are not effective for the financial year ended 31 December 2013 and have not been early adopted by

the Group:
HKFRS 7 and 9 Amendments Mandatory Effective Date and Transition Disclosures @
HKFRS 9 Financial Instruments @
HKFRS 10, 12 and HKAS 27 Investment Entities
(2011) Amendments
HKFRS 14 Regulating Deferral Accounts @
HKAS 19 Amendment Defined Benefit Plans: Employee Contributions ©
HKAS 32 Amendment Offsetting Financial Assets and Financial Liabilities™
HKAS 36 Amendment Recoverable Amount Disclosures for Non-financial Assets
HKAS 39 Amendment Novation of Derivatives and Continuation of Hedge Accounting
HK (IFRIC)-Int 21 Levies
HKFRSs Amendment Annual Improvements 2010-2012 cycle ©
HKFRSs Amendment Annual Improvements 2011-2013 cycle ©

il Effective for the Group for annual period beginning on 1 January 2014

@ Effective for the Group for annual period beginning on 1 January 2015
& Effective for the Group for annual period beginning on 1 July 2014
<4> Effective for the Group for annual period beginning on 1 January 2016

The Group will apply the above new standards and amendments to standards from 1 January 2014 or
later periods. The Group has already commenced an assessment of the related impact to the Group
but is not yet in a position to state what impact they would have on the Group’s results of operations
and financial position.
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Notes to the Consolidated Financial Statements

(Amounts expressed in Hong Kong dollars)

2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

()

Subsidiaries

()

Consolidation

A subsidiary is an entity (including a structured entity) over which the Group has control. The Group
controls an entity when the Group is exposed to, or has rights to, variable returns from its involvement
with the entity and has the ability to affect those returns through its power over the entity. Subsidiaries
are consolidated from the date on which control is transferred to the Group. They are deconsolidated
from the date that control ceases.

(@

Business combinations

The Group applies the acquisition method to account for business combinations. The
consideration transferred for the acquisition of a subsidiary is the fair values of the assets
transferred, the liabilities incurred to the former owners of the acquiree and the equity interests
issued by the Group. The consideration transferred includes the fair value of any asset or
liability resulting from a contingent consideration arrangement. Identifiable assets acquired and
liabilities and contingent liabilities assumed in a business combination are measured initially at
their fair values at the acquisition date. The Group recognises any non-controlling interest in
the acquiree on an acquisition-by-acquisition basis, either at fair value or at the non-controlling
interest’s proportionate share of the recognised amounts of acquiree’s identifiable net assets.

Acquisition-related costs are expensed as incurred.

If the business combination is achieved in stages, the acquisition date carrying value of the
acquirer’s previously held equity interest in the acquiree is re-measured to fair value at the
acquisition date; any gains or losses arising from such re-measurement are recognised in
profit or loss.

Any contingent consideration to be transferred by the Group is recognised at fair value at the
acquisition date. Subsequent changes to the fair value of the contingent consideration that is
deemed to be an asset or liability is recognised in accordance with HKAS 39 either in profit or
loss or as a change to other comprehensive income. Contingent consideration that is classified
as equity is not remeasured, and its subsequent settlement is accounted for within equity.

The excess of the consideration transferred, the amount of any non-controlling interest in the
acquiree and the acquisition-date fair value of any previous equity interest in the acquiree
over the fair value of the identifiable net assets acquired is recorded as goodwill. If the total
of consideration transferred, non-controlling interest recognised and previously held interest
measured is less than the fair value of the net assets of the subsidiary acquired in the case of
a bargain purchase, the difference is recognised directly in the consolidated income statement.

Intra-group transactions, balances and unrealised gains on transactions between group
companies are eliminated. Unrealised losses are also eliminated. When necessary, amounts
reported by subsidiaries have been adjusted to conform with the Group’s accounting policies.



96

Notes to the Consolidated Financial Statements

(Amounts expressed in Hong Kong dollars)

2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

()

(d

Subsidiaries (Continued)
(i) Consolidation (Continued)
()  Changes in ownership interests in subsidiaries without change of control

Transactions with non-controlling interests that do not result in a loss of control are accounted
for as equity transactions — that is, as transactions with the owners of the subsidiary in their
capacity as owners. The difference between fair value of any consideration paid and the
relevant share acquired of the carrying amount of net assets of the subsidiary is recorded in
equity. Gains or losses on disposals to non-controlling interests are also recorded in equity.

(c)  Disposal of subsidiaries

When the Group ceases to have control, any retained interest in the entity is re-measured to
its fair value at the date when control is lost, with the change in carrying amount recognised
in profit or loss. The fair value is the initial carrying amount for the purposes of subsequently
accounting for the retained interest as an associate, joint venture or financial asset. In addition,
any amounts previously recognised in other comprehensive income in respect of that entity are
accounted for as if the Group had directly disposed of the related assets or liabilities. This may
mean that amounts previously recognised in other comprehensive income are reclassified to
profit or loss.

(i) Separate financial statements

Investments in subsidiaries are accounted for at cost less impairment. Cost includes direct attributable
costs of investment. The results of subsidiaries are accounted for by the company on the basis of
dividend received and receivable.

Associates

An associate is an entity over which the Group has significant influence but not control, generally
accompanying a shareholding of between 20% and 50% of the voting rights. Investments in associates are
accounted for using the equity method of accounting. Under the equity method, the investment is initially
recognised at cost, and the carrying amount is increased or decreased to recognise the investor’s share of
the profit or loss of the investee after the date of acquisition. The Group’s investment in associates includes
goodwill identified on acquisition.

If the ownership interest in an associate is reduced but significant influence is retained, only a proportionate
share of the amounts previously recognised in other comprehensive income is reclassified to profit or loss
where appropriate.

The Group’s share of post-acquisition profit or loss is recognised in the consolidated income statement,
and its share of post-acquisition movements in other comprehensive income is recognised in other
comprehensive income with a corresponding adjustment to the carrying amount of the investment. When
the Group’s share of losses in an associate equals or exceeds its interest in the associate, including any
other unsecured receivables, the Group does not recognise further losses, unless it has incurred legal or
constructive obligations or made payments on behalf of the associate.
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(Amounts expressed in Hong Kong dollars)

2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(d)

)

Associates (Continued)

The Group determines at each reporting date whether there is any objective evidence that the investment in
the associate is impaired. If this is the case, the Group calculates the amount of impairment as the difference
between the recoverable amount of the associate and its carrying value and recognises the amount adjacent
to “share of profit of investments accounted for using equity method” in the consolidated income statement.

Profits and losses resulting from upstream and downstream transactions between the Group and its associate
are recognised in the Group’s financial statements only to the extent of unrelated investor’s interests in the
associates. Unrealised losses are eliminated unless the transaction provides evidence of an impairment
of the asset transferred. Accounting policies of associates have been changed where necessary to ensure
consistency with the policies adopted by the Group.

Gain or losses on dilution of equity interest in associates are recognised in the consolidated income
statement.

Joint Ventures

The Group has applied HKFRS 11 to all joint arrangements as of 1 January 2013. Under HKFRS 11
investments in joint arrangements are classified as either joint operations or joint ventures depending on the
contractual rights and obligations each investor. The Group has assessed the nature of its joint arrangements
and determined them to be joint ventures. Joint ventures are accounted for using the equity method.

Under the equity method of accounting, interests in joint ventures are initially recognised at cost and adjusted
thereafter to recognise the Group’s share of the post-acquisition profits or losses and movements in other
comprehensive income. When the Group’s share of 10sses in a joint venture equals or exceeds its interests
in the joint ventures (which includes any long-term interests that, in substance, form part of the Group’s
net investment in the joint ventures), the Group does not recognise further losses, unless it has incurred
obligations or made payments on behalf of the joint ventures.

Unrealised gains on transactions between the Group and its joint ventures are eliminated to the extent of the
Group’s interest in the joint ventures. Unrealised losses are also eliminated unless the transaction provides
evidence of an impairment of the asset transferred. Accounting policies of the joint ventures have been
changed where necessary to ensure consistency with the policies adopted by the Group.

Segment reporting

Operating segments are reported in a manner consistent with the internal reporting provided to the chief
operating decision-maker. The chief operating decision-maker, who is responsible for allocating resources
and assessing performance of the operating segments, has been identified as the executive directors that
make strategic decisions.
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(Amounts expressed in Hong Kong dollars)

2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

()

Foreign currency translation

()

(i)

(i)

Functional and presentation currency

ltems included in the financial statements of each of the Group’s entities are measured using the
currency of the primary economic environment in which the entity operates (the “functional currency”).
The consolidated financial statements are presented in HK$, which is the Company’s functional and
the Group’s presentation currency.

Transactions and balances

Foreign currency transactions are translated into the functional currency using the exchange rates
prevailing at the dates of the transactions or valuation where items are remeasured. Foreign exchange
gains and losses resulting from the settlement of such transactions and from the translation at
year-end exchange rates of monetary assets and liabilities denominated in foreign currencies are
recognised in the consolidated income statement.

Foreign exchange gains and losses that relate to borrowings, cash and cash equivalents and other
assets and liabilities are presented in the consolidated income statement within “Other gains/(losses),

»

net”.

Changes in the fair value of monetary securities denominated in foreign currency classified as
available for sale are analysed between translation differences resulting from changes in the amortised
cost of the security and other changes in the carrying amount of the security. Translation differences
related to changes in amortised cost are recognised in the consolidated income statement, and other
changes in carrying amount are recognised in other comprehensive income.

Translation differences on non-monetary financial assets and liabilities such as equities held at fair
value through profit or loss are recognised in the consolidated income statement as part of the fair
value gain or loss. Translation differences on non-monetary financial assets such as equities classified
as available for sale are included in the available-for-sale reserve in other comprehensive income.

Group companies

The results and financial position of all the Group entities (none of which has the currency of a
hyperinflationary economy) that have a functional currency different from the presentation currency
are translated into the presentation currency as follows:

(@  assets and liabilities for each balance sheet presented are translated at the closing rate at the
date of that balance sheet;

(o)  income and expenses for each income statement are translated at average exchange rates
(unless this average is not a reasonable approximation of the cumulative effect of the rates
prevailing on the transaction dates, in which case income and expenses are translated at the
dates of the transactions); and

() all resulting exchange differences are recognised in other comprehensive income.

Goodwill and fair value adjustments arising on the acquisition of a foreign entity are treated as assets
and liabilities of the foreign entity and translated at the closing rate. Exchange differences arising are
recognised in other comprehensive income.
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2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

()

Foreign currency translation (Continued)
(i) Disposal of foreign operation and partial disposal

On the disposal of a foreign operation (that is, a disposal of the Group’s entire interest in a foreign
operation, or a disposal involving loss of control over a subsidiary that includes a foreign operation, a
disposal involving loss of joint control over a joint venture entity that includes a foreign operation, or
a disposal involving loss of significant influence over an associate that includes a foreign operation),
all of the exchange differences accumulated in equity in respect of that operation attributable to the
equity holders of the company are reclassified to profit or loss.

In the case of a partial disposal that does not result in the Group losing control over a subsidiary that
includes a foreign operation, the proportionate share of accumulated exchange differences are re-
attributed to non-controlling interests and are not recognised in profit or loss. For all other partial
disposals (that is, reductions in the Group’s ownership interest in associates or joint ventures that
do not result in the Group losing significant influence or joint control) the proportionate share of the
accumulated exchange difference is reclassified to profit or loss.

Property, plant and equipment

Property, plant and equipment are stated at historical cost less accumulated depreciation and any impairment
losses. Historical cost includes expenditure that is directly attributable to the acquisition of the items.

Subsequent costs are included in the asset’s carrying amount or recognised as a separate asset, as
appropriate, only when it is probable that future economic benefits associated with the item will flow to
the Group and the cost of the item can be measured reliably. The carrying amount of the replaced part is
derecognised. All other repairs and maintenance are charged in the consolidated income statement during
the financial period in which they are incurred.

No depreciation is provided on assets under construction until they are completed and are available for use.
Depreciation of property, plant and equipment is calculated using the straight-line method to allocate their
cost to their residual values over their estimated useful lives, as follows:

Buildings 2.05-3.33%

Leasehold improvements shorter of 6.67% — 33.3% or over the terms of the leases
Furniture and fixtures 15% —20%

Broadcast operations and other equipment 10% — 20%

Motor vehicles 20% — 25%

LED panels 10% -11.1%

Aircraft 7.1%

The assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at each reporting
period.
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2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(h)

(i)

0)

Property, plant and equipment (Continued)

An asset’s carrying amount is written down immediately to its recoverable amount if the asset’s carrying
amount is greater than its estimated recoverable amount (Note 2(m)).

Gains and losses on disposals are determined by comparing the proceeds with the carrying amount and are
recognised within “Other gains/(losses), net”, in the consolidated income statement.

Investment properties

Investment property, principally comprising leasehold land and buildings, is held for long-term rental yields
or for capital appreciation or both, and that is not occupied by the Group. It also includes properties that are
being constructed or developed for future use as investment properties. Land held under operating leases are
accounted for as investment property when the rest of the definition of an investment property is met. In such
cases, the operating leases concerned are accounted for as if they were finance leases. Investment property
is initially measured at cost, including related transaction costs and where applicable borrowing costs. After
initial recognition, investment properties are carried at fair value, representing open market value determined
at each reporting date by external valuers. Fair value is based on active market prices, adjusted, if necessary,
for any difference in the nature, location or condition of the specific asset. If the information is not available,
the Group uses alternative valuation methods such as recent prices on less active markets or discounted
cash flow projections. Changes in fair values are recorded in the consolidated income statement as part of a
valuation gain or loss in “Other gains/(losses)”.

Intangible assets
(i Gooawill

Goodwill represents the excess of the cost of an acquisition over the fair value of the Group’s share
of the net identifiable assets, liabilities and contingent liabilities of the acquiree and the fair value
of the non-controlling interest in the acquiree at the date of acquisition. Goodwill on acquisitions of
subsidiaries is included in “intangible assets”. Goodwill is tested annually for impairment and carried
at cost less accumulated impairment losses. Impairment losses on goodwill are not subsequently
reversed. Gains and losses on the disposal of an entity include the carrying amount of goodwill
relating to the entity sold.

Goodwill is allocated to cash-generating units for the purpose of impairment testing. The allocation is
made to those cash-generating units or groups of cash-generating units that are expected to benefit
from the business combination in which the goodwill arose identified according to operating segment.

(i) Licenses

Separately acquired licenses are shown at historical cost. Licenses acquired in a business
combination are recognised at fair value at the acquisition date. Licenses have a finite useful life and
are carried at cost less accumulated amortisation. Amortisation is calculated using the straight-line
method to allocate the cost of licenses over their estimated useful lives of two to four years.

Acquired computer software licenses are capitalised on the basis of the costs incurred to acquire and
bring to use the specific software. These costs are amortised over their estimated useful lives of two
to four years.
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2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

0

Intangible assets (Continued)

(i)

()

(v)

Contractual customer relationships

Contractual customer relationships acquired in a business combination are recognised at fair value
at the acquisition date. The contractual customer relations have a finite useful life and are carried at
cost less accumulated amortisation. Amortisation is calculated using the straight-line method over the
expected life of the customer relationship of three years.

Club debentures

Acquired club debentures are intangible assets with an indefinite useful life. They are therefore shown
at historical cost and are not amortised. Impairment assessments on club debentures are carried out
by comparing their recoverable amounts with their carrying amounts annually and whenever there is
an indication that the intangible assets maybe impaired.

Computer software

Costs associated with maintaining computer software programmes are recognised as an expense
as incurred. Development costs that are directly attributable to the design and testing of identifiable
and unique software products controlled by the Group are recognised as intangible assets when the
following criteria are met;

- it is technically feasible to complete the software product so that it will be available for use;
- management intends to complete the software product and use or sell it;
- there is an ability to use or sell the software product;

- it can be demonstrated how the software product will generate probable future economic
benefits;

- adequate technical, financial and other resources to complete the development and to use or
sell the software product are available; and

- the expenditure attributable to the software product during its development can be reliably
measured.

Directly attributable costs that are capitalised as part of the software product include the software
development employee costs and an appropriate portion of relevant overheads.

Other development expenditures that do not meet these criteria are recognised as an expense as
incurred. Development costs previously recognised as an expense are not recognised as an asset in a
subsequent period.

Computer software development costs recognised as assets are amortised over their estimated useful
lives, which does not exceed three years.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(k)

()

(m)

Purchased programme and film rights

Purchased programme and film rights are recorded at cost less accumulated amortisation and any
impairment losses. The cost of purchased programme and film rights is expensed in the consolidated income
statement on the first and second showing of such purchased programme and film rights or amortised over
the license period if the license allows multiple showings within the license period.

Purchased programme and film rights with a remaining license period of 12 months or less are classified as
current assets.

Self-produced programmes

Self-produced programmes are stated at cost less any impairment losses. Cost comprises direct production
expenditures and an appropriate portion of production overheads. Programmes in production that are
abandoned are written off in the consolidated income statement immediately, or when the revenue to be
generated by these programmes is determined to be lower than cost, the cost is written down to recoverable
amount. Completed programmes will be broadcast over a short period of time and their costs are expensed
in the consolidated income statement in accordance with a formula computed to write off the cost over the
broadcast period.

Impairment of investments in subsidiaries, associates, joint ventures and non-financial assets

Assets that have an indefinite useful life are not subject to amortisation and are tested annually for
impairment. Assets that are subject to amortisation are reviewed for impairment whenever events or changes
in circumstances indicate that the carrying amount may not be recoverable. An impairment loss is recognised
for the amount by which the asset’s carrying amount exceeds its recoverable amount. The recoverable
amount is the higher of an asset’s fair value less costs to sell and value in use. For the purposes of assessing
impairment, assets are grouped at the lowest levels for which there are separately identifiable cash flows
(cash-generating units). Non-financial assets other than goodwill that suffered an impairment are reviewed
for possible reversal of the impairment at each reporting date.

Impairment testing of the investments in subsidiaries, associates or joint ventures is required upon receiving
dividends from these investments if the dividend exceeds the total comprehensive income of the subsidiary,
associates or joint ventures in the period the dividend is declared or if the carrying amount of the investment
in the separate financial statements exceeds the carrying amount in the consolidated financial statements of
the investee’s net assets including goodwill.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(n)  Financial assets
(i) Classification

The Group classifies its financial assets in the following categories: at fair value through profit or loss,
loans and receivable and available-for-sale. The classification depends on the purposes for which the
financial assets were acquired. Management determines the classification of its financial assets at
initial recognition.

(@) Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss are financial assets held for trading, and
those designated at fair value through profit or loss at inception. A financial asset is classified
in this category if acquired principally for the purpose of selling in the short term or if so
designated by management. Derivatives are also categorised as held for trading unless they
are designated as hedges. Assets in this category are classified as current assets if expected
to be settled within 12 months; otherwise, they are classified as non-current assets.

(b)  Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments
that are not quoted in an active market. They are included in current assets, except for
the amounts that are settled or expected to be settled more than 12 months after the end
of reporting period. These are classified as non-current assets. The Group’s loans and
receivables comprise bank deposits, accounts receivable, other receivables, amounts due
from related companies, amounts due from joint ventures, restricted cash and cash and cash
equivalents in the consolidated balance sheet (Notes 2(p) and 2(r)).

(c)  Available-for-sale financial assets

Available-for-sale financial assets are non-derivatives that are either designated in this
category or not classified in any of the other categories. They are included in non-current
assets unless the investment matures or management intends to dispose of the investment
within 12 months of the end of reporting period. Available-for-sale financial assets represent
unlisted securities of private issuers outside Hong Kong.
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2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(n)

(0)

Financial assets (Continued)
(i) Recognition and measurement

Regular way purchases and sales of financial assets are recognised on the trade-date — the date
on which the Group commits to purchase or sell the asset. Investments are initially recognised at
fair value plus transaction costs for all financial assets not carried at fair value through profit or
loss. Financial assets carried at fair value through profit or loss are initially recognised at fair value
and transaction costs are expensed in the consolidated income statement. Financial assets are
derecognised when the rights to receive cash flows from the investments have expired or have been
transferred and the Group has transferred substantially all risks and rewards of ownership. Available-
for-sale financial assets are subsequently carried at cost as these securities have no quoted market
price in an active market and their fair values cannot be reliably measured. Financial assets at
fair value through profit or loss are subsequently carried at fair value. Loans and receivables are
subsequently carried at amortised cost using the effective interest method.

Gains or losses arising from changes in the fair value of the “Financial assets at fair value through
profit or loss” category are presented in the consolidated income statement within “Other gains/(losses),
net”, in the period in which they arise. Dividend income from financial assets at fair value through
profit or loss is recognised in the consolidated income statement as part of other income when the
Group’s right to receive payments is established.

(i) Offsetting financial instruments

Financial assets and liabilities are offset and the net amount reported in the balance sheet when there
is a legally enforceable right to offset the recognised amounts and there is an intention to settle on a
net basis or realise the asset and settle the liability simultaneously.

Inventories

Inventories, comprising decoder devices and satellite receivers, are stated at the lower of cost and net
realisable value. Cost is determined using the first-in, first-out (FIFO) method. The cost of inventories
comprises all costs of purchase, costs of conversion and other costs incurred in bringing the inventories to
their present location and condition. Net realisable value is the estimated selling price in the ordinary course
of business, less applicable variable selling expenses.

Accounts and other receivables

Accounts receivable are amounts due from customers for goods sold or services performed in the ordinary
course of business. If reduction of accounts and other receivables is expected in one year or less (or in
the normal operating cycle of the business if longer), they are classified as current assets. If not, they are
presented as non-current assets.

Accounts and other receivables are recognised initially at fair value and subsequently measured at amortised
cost using the effective interest method, less provision for impairment.



105

Notes to the Consolidated Financial Statements

(Amounts expressed in Hong Kong dollars)

2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(@

(r)

Impairment of financial assets

()

(i)

Assets carried at amortised cost

The Group assesses at the end of each reporting period whether there is objective evidence that a
financial asset or group of financial assets is impaired. A financial asset or a group of financial assets
is impaired and impairment losses are incurred only if there is objective evidence of impairment as a
result of one or more events that occurred after the initial recognition of the asset (a “loss event”) and
that loss event (or events) has an impact on the estimated future cash flows of the financial asset or
group of financial assets that can be reliably estimated.

For loans and receivables category, the amount of the loss is measured as the difference between
the asset’s carrying amount and the present value of estimated future cash flows (excluding future
credit losses that have not been incurred) discounted at the financial asset’s original effective interest
rate. The carrying amount of the asset is reduced and the amount of the loss is recognised in the
consolidated income statement. If a loan or held-to-maturity investment has a variable interest rate,
the discount rate for measuring any impairment loss is the current effective interest rate determined
under the contract. As a practical expedient, the Group may measure impairment on the basis of an
instrument’s fair value using an observable market price.

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can
be related objectively to an event occurring after the impairment was recognised (such as an
improvement in the debtor’s credit rating), the reversal of the previously recognised impairment loss is
recognised in the consolidated income statement.

Assets classified as available for sale

The Group assesses at the end of each reporting period whether there is objective evidence that
a financial asset or a group of financial assets is impaired. For debt securities, the Group uses the
criteria referred to in (i) above. In the case of equity investments classified as available for sale, a
significant or prolonged decline in the fair value of the security below its cost is also evidence that the
assets are impaired. If any such evidence exists for available-for-sale financial assets, the cumulative
loss — measured as the difference between the acquisition cost and the current fair value, less any
impairment loss on that financial asset previously recognised in the consolidated income statement
— is removed from equity and recognised in the consolidated income statement. Impairment losses
recognised in the consolidated income statement on equity instruments are not reversed through
the consolidated income statement. If, in a subsequent period, the fair value of a debt instrument
classified as available for sale increases and the increase can be objectively related to an event
occurring after the impairment loss was recognised in profit or loss, the impairment loss is reversed
through the consolidated income statement.

Cash and cash equivalents

Cash and cash equivalents include cash in hand, deposits held at call with banks, and other short-term highly
liquid investments with original maturities of three months or less.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(8)

(1

(u)

(v)

(w)

Deferred income

Deferred income represents advertising revenue, subscription revenue and promotion service revenue
received in advance from third party customers.

Share capital
Ordinary shares are classified as equity.

Incremental costs directly attributable to the issue of new shares or options are shown in equity as a
deduction, net of tax, from the proceeds.

Accounts payable, other payables and accruals

Accounts payable, other payables and accruals are recognised initially at fair value and subsequently
measured of amortised cost using effective interest method.

Borrowings

Borrowings are recognised initially at fair value, net of transaction costs incurred. Borrowings are
subsequently carried at amortised cost; any difference between the proceeds (net of transaction costs) and
the redemption value is recognised in the consolidated income statement over the period of the borrowings
using the effective interest method.

Borrowings are classified as current liabilities unless the Group has an unconditional right to defer settlement
of the liability for at least 12 months after the end of the reporting period.

Current and deferred income tax

The tax expense for the period comprises current and deferred tax. Tax is recognised in the consolidated
income statement.

The current income tax charge is calculated on the basis of the tax laws enacted or substantively enacted at
the balance sheet date in the countries where the Company, its subsidiaries, associates and joint ventures
operate and generate taxable income. Management periodically evaluates positions taken in tax returns with
respect to situations in which applicable tax regulation is subject to interpretation. It establishes provisions
where appropriate on the basis of amounts expected to be paid to the tax authorities.

Deferred income tax is recognised using the liability method, on temporary differences arising between
the tax bases of assets and liabilities and their carrying amounts in the consolidated financial statements.
However, the deferred income tax is not accounted for if it arises from initial recognition of an asset or
liability in a transaction other than a business combination that at the time of the transaction affects neither
accounting nor taxable profit or loss. Deferred income tax is determined using tax rates (and laws) that have
been enacted or substantially enacted by the balance sheet date and are expected to apply when the related
deferred income tax asset is realised or the deferred income tax liability is settled.

Deferred income tax assets are recognised only to the extent that it is probable that future taxable profit will
be available against which the temporary differences can be utilised.
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2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(w)

(x)

Current and deferred income tax (Continued)

Deferred income tax is provided on temporary differences arising on investments in subsidiaries, associates
and joint ventures, except where the timing of the reversal of the temporary difference is controlled by the
Group and it is probable that the temporary difference will not reverse in the foreseeable future.

Deferred income tax assets and liabilities are offset when there is a legally enforceable right to offset current
tax assets against current tax liabilities and when the deferred income taxes assets and liabilities relate to
income taxes levied by the same taxation authority on either the taxable entity or different taxable entities
where there is an intention to settle the balances on a net basis.

Employee benefits

()

(i)

Pension obligations

The Group operates defined contribution retirement schemes for the Hong Kong employees based on
local laws and regulations. Contributions to the schemes by the Group and employees are calculated
as a percentage of employees’ basic salaries. The retirement benefit schemes’ costs expensed in the
consolidated income statement represent contributions paid or payable by the Group to the funds.

The Group’s contributions to the defined contribution retirement schemes are expensed as incurred
and are reduced by contributions forfeited by those employees who leave the schemes prior to vesting
fully in the contributions. The assets of the schemes are held separately from those of the Group in
independently administered funds.

Pursuant to the relevant local regulations of the countries where the overseas subsidiaries of the
Group are located, these subsidiaries participate in respective government retirement benefit schemes
and/or set up their own retirement benefit schemes (the “Schemes”) whereby they are required to
contribute to the Schemes to fund the retirement benefits of the eligible employees. Contributions
made to the Schemes are calculated either based on certain percentages of the applicable payroll
costs or fixed sums for each employee with reference to a salary scale, as stipulated under the
requirements in the respective countries. The Group has no further obligation beyond the required
contributions. The contributions under the Schemes are expensed in the consolidated income
statement as incurred.

Bonus plans

The expected bonus payments are recognised as a liability when the Group has a present legal or
constructive obligation as a result of services rendered by employees and a reliable estimate of the
obligation can be made.

Liabilities for bonus plans are expected to be settled within 12 months and are measured at the
amounts expected to be paid when they are settled.
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2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(x)

Employee benefits (Continued)

(i)

Share-based compensation

The Group operates a number of equity-settled, share-based compensation plans, under which the
entity receives services from employees as consideration for equity instruments (options) of the Group.
The fair value of the employee services received in exchange for the grant of the options is recognised
as an expense with a corresponding credit to the employee share-based payment reserve. The total
amount to be expensed is determined by reference to the fair value of the options granted:

o including any market performance conditions;

° excluding the impact of any service and non-market performance vesting conditions (for
example, profitability, sales growth targets and remaining an employee of the entity over a
specified time period); and

o excluding the impact of any non-vesting conditions.

Non-market conditions are included in assumptions about the number of options that are expected
to vest. The total expense is recognised over the vesting period, which is the period over which all
of the specified vesting conditions are to be satisfied. At each balance sheet date, the Group revises
its estimates of the number of share options that are expected to vest based on the non-marketing
performance and service conditions. It recognises the impact of the revision of original estimates, if
any, in the consolidated income statement, with a corresponding adjustment to equity.

The cash paid to subscribe for the shares issued when the Company’s options are exercised
is credited to share capital (nominal value) and share premium, net of any directly attributable
transaction costs. Cash paid to subscribe for the shares of subsidiaries of the Company, net of any
directly attributable transaction costs, are reflected as increases to non-controlling interests in the
consolidated balance sheet. On exercise of share options granted after 7 November 2002 and not
vested as of 1 January 2005, the portion of the employee share-based payment reserve attributable
to such options is transferred to share premium for the Company’s share options or non-controlling
interests for share options of the Company’s subsidiaries.

The grant by the Company of options over its equity instruments to the employees of subsidiary
undertakings in the Group is treated as a capital contribution. The fair value of employee services
received, measured by reference to the grant date fair value, is recognised over the vesting period as
an increase to investment in subsidiary undertakings, with a corresponding credit to equity.
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2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

)

(2

Provisions

Provisions are recognised when: the Group has a present legal or constructive obligation as a result of past
events; it is probable that an outflow of resources will be required to settle the obligation; and the amount has
been reliably estimated. Provisions are not recognised for future operating losses.

Where there are a number of similar obligations, the likelihood that an outflow will be required in settlement is
determined by considering the class of obligations as a whole. A provision is recognised even if the likelihood
of an outflow with respect to any one item included in the same class of obligations may be small.

Provisions are measured at the present value of the expenditures expected to be required to settle the
obligation using a pre-tax discount rate that reflects current market assessments of the time value of money
and the risks specific to the obligation. The increase in the provision due to passage of time is recognised as
interest expense in the consolidated income statement.

Revenue recognition

Revenue comprises the fair value of the consideration received or receivable for the sale of goods and
services in the ordinary course of the Group’s activities. Revenue is shown net of value-added tax, related
agency commission expenses and discounts and after eliminating sales within the Group.

The Group recognises revenue when the amount of revenue can be reliably measured; when it is probable
that future economic benefits will flow to the Group; and when specific criteria have been met for each of the
Group’s activities as described below. The amount of revenue is not considered to be reliably measurable
until all contingencies relating to the sale have been resolved. The Group bases its estimates on historical
results, taking into consideration the type of customer, the type of transaction and the specifics of each
arrangement.

Revenue is recognised as follows:
(0 Advertising revenue

Advertising revenue, net of agency commission expenses, is recognised upon the broadcast of
advertisements.

(i Mobile, video and wireless value added services income

Mobile, video and wireless value added services income are recognised in the period in which the
services are performed or recognised evenly in the subscription period.

(i) Subscription revenue

Subscription revenue received or receivable from the cable distributors or agents is amortised on a
time proportion basis to the consolidated income statement. The unamortised portion is classified as
deferred income.
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2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

@

Revenue recognition (Continued)

()

(v)

(v)

(vi)

(vii)

(%)

¥

Magazine advertising revenue

Magazine advertising revenue net of commission expense is recognised when the magazine is
published.

Magazine subscription/circulation revenue

Magazine subscription or circulation revenue represents subscription or circulation money received or
receivable from customers and is recognised when the respective magazine is dispatched or sold.

Technical services income

Revenue from the provision of technical services is recognised when the value-added
telecommunication services are provided/delivered to customers.

Sales of decoder devices and satellite receivers

Revenue from sales of decoder devices and satellite receivers is recognised on the transfer of risks
and rewards of ownership, which generally coincides with the time when the goods are delivered to
customers and the title has passed.

Interest income

Interest income from bank deposits is recognised on a time-proportion basis using the effective
interest method. When a receivable is impaired, the Group reduces the carrying amount to its
recoverable amount, being the estimated future cash flow discounted at original effective interest rate
of the instrument, and continues unwinding the discount as interest income.

Barter revenue

Barter revenue is recognised at the fair value of goods or services received or receivable in the
transaction upon the broadcast of advertisements, the publishing of the magazine or the provision of
promotion services to be provided by the Group in the barter transaction.

Rental income

Rental income from investment property is recognised in the consolidated income statement on a
straight-line basis over the term of the lease.
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2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(aa)

(ac)

Leases

Leases are classified as finance leases whenever the terms of the lease transfer substantially all the risks and
rewards of ownership to the lessee. All other leases are classified as operating leases.

(i) The Group as lessor

Rental income from operating leases is recognised in the consolidated income statement on a
straight-line basis over the term of the relevant lease. Initial direct costs incurred in negotiating and
arranging an operating lease are added to the carrying amount of the leased asset and recognised as
an expense on a straight-line basis over the lease term.

(i)~ The Group as lessee

Payments made under operating leases (net of any incentives received from the lessor) including
upfront payment made for lease premium for land, are charged to the consolidated income statement
on a straight-line basis over the lease term.

Borrowing costs

General and specific borrowing costs directly attributable to the acquisition, construction or production of
qualifying assets, which are assets that necessarily take a substantial period of time to get ready for their
intended use or sale, are added to the cost of those assets, until such time as the assets are substantially
ready for their intended use or sale.

Investment income earned on the temporary investment of specific borrowings pending their expenditure on
qualifying assets is deducted from the borrowing costs eligible for capitalisation.

All other borrowing costs are recognised in profit or loss in the period in which they are incurred.
Dividend distribution

Dividend distribution to the Company’s shareholders is recognised as a liability in the consolidated financial
statements in the period in which the dividends are approved by the Company’s shareholders.
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3. FINANCIAL RISK MANAGEMENT

(@)  Financial risk factors

The Group’s activities expose it to a variety of financial risks: market risk (including foreign exchange risk,
cash flow and fair value interest rate risk and price risk), credit risk and liquidity risk. The Group’s overall risk
management programme focuses on the unpredictability of financial markets and seeks to minimise potential
adverse effects on the Group’s financial performance.

Risk management is mainly carried out by the finance department (the “Finance Department”) headed by
the Chief Financial Officer (“CFO”) of the Group. The Finance Department identifies and evaluates financial
risks in close co-operation with the Group’s operating units to cope with overall risk management, as well
as specific areas, such as foreign exchange risk, interest rate risk, credit risk, use of derivative financial
instruments and non-derivative financial instruments, and investing excess liquidity.

(i) Market risk
(@  Foreign exchange risk

The Group operates internationally and is exposed to foreign exchange risk arising from various
currency exposures, primarily with respect to the Renminbi (“RMB”) and US dollar (“US$”).
Foreign exchange risk arises from future commercial transactions, recognised assets and
liabilities and net investments in foreign operations.

To manage their foreign exchange risk arising from future commercial transactions and
recognised assets and liabilities, entities in the Group engage in transactions mainly in
HK$, RMB and US$ to the extent possible. The Group currently does not hedge transactions
undertaken in foreign currencies but manages its exposure through constant monitoring to
limit as much as possible the amount of its foreign currencies exposures. Foreign exchange
risk arises when future commercial transactions and recognised assets and liabilities are
denominated in a currency that is not the entity’s functional currency. The Finance Department
is responsible for monitoring and manageing the net position in each foreign currency.

The Group has certain investments in foreign operations, whose net assets are exposed to
foreign currency translation risk. Currency exposure arising from the net assets of the Group’s
operations, such as those in the People’s Republic of China (the “PRC”), the United Kingdom
and the United States is managed primarily through operating liabilities denominated in the
relevant foreign currencies.

At 31 December 2013, if HK$ had weakened/strengthened by 5% against the RMB, with all
other variables held constant, after-tax profit for the year would have been HK$36,067,000
(2012: HK$28,789,000), higher or lower, mainly as a result of foreign exchange gains/losses
on translation of RMB-denominated accounts receivable and receivables from an advertising
agent, Shenzhou Television Company Ltd. (“Shenzhou”).

At 31 December 2013, certain of the assets of the Group are denominated in US$. The Group
also had operations in the United States. Since HK$ is pegged to US$, foreign exchange
exposure with respect to the US$ denominated assets or its operations in the United States is
considered as minimal.
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3. FINANCIAL RISK MANAGEMENT (CONTINUED)

(@)  Financial risk factors (Continued)
(i) Market risk (Continued)
(b)  Price risk

The Group is exposed to listed securities price risk because certain investments held by the
Group are classified on the consolidated balance sheet as financial assets at fair value through
profit or loss. The Group has investment in the equity of a publicly traded entity. For the further
details of price risk exposed by the Group, please refer to Note 27.

(c)  PRC regulations

The Chinese market in which the Group operates exposes the Group to certain macro-
economic and regulatory risks and uncertainties. These uncertainties extend to the ability
of the Group to provide online advertising, mobile and Internet related services, and outdoor
advertising through contractual arrangements in the PRC since these industries remain
highly regulated. The Chinese government may issue from time to time new laws or new
interpretations on existing laws to regulate this industry. Regulatory risk also encompasses
the interpretation by the tax authorities of current tax law, the status of properties leased for
our operations and the Group’s legal structure and scope of operations in the PRC, which
could be subject to further restrictions resulting in limitations on the Group’s ability to conduct
business in the PRC. The PRC government may also require the Group to restructure its
operation entirely if it finds that the Group’s contractual arrangements do not comply with
applicable laws and regulation. It is unclear how a restructuring could impact the Group’s
business and operating results, as the PRC government has not yet found any such contractual
arrangements to be in noncompliance. However, any such restructuring may cause significant
disruption to the Group’s business operations.

(d)  Cash flow and fair value interest rate risks

As the Group has interest-bearing assets comprising cash and cash equivalents, bank
deposits, restricted cash and amount due from Shenzhou (see Note 24) the Group’s income
and operating cash flows can be affected by changes in market interest rates.

The Group’s cash flow and fair value interest-rate risks primarily arise from bank deposits and
bank borrowings. Bank deposits placed and bank borrowings issued at variable rates expose
the Group to cash flow interest-rate risk whereas bank deposits placed at fixed rates expose
the Group to fair value interest-rate risk. The Finance Department’s policy is to maintain an
appropriate level between fixed-rate and floating-rate deposits.

At 31 December 2013, with all other variables held constant, if the interest rates interest-
bearing assets had increased/decreased by 1%, after-tax profit for the year would have been
HK$28,143,000 (2012: HK$19,986,000) higher or lower. Borrowing costs on bank borrowings
are capitalised under investment properties under construction and construction in progress
and thus has no Impact on after-tax profit.
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3.

FINANCIAL RISK MANAGEMENT (CONTINUED)

@

Financial risk factors (Continued)

(i)

(i)

Credit risk

The Group’s credit risk arises from cash and cash equivalents, loans and receivables, deposits with
banks and financial institutions, as well as credit exposures to advertising agents and customers,
including outstanding receivables and committed transactions. The Group has a receivable from an
advertising agent, Shenzhou, in the PRC amounting to HK$591,578,000 (2012: HK$507,501,000)
representing approximately 7% (2012: 7%) of the total assets of the Group as of 31 December 2013.
The Group manages its exposure to credit risk through continual monitoring of the credit quality of
its customers and advertising agents, taking into account their financial position, collection history,
past experience and other factors. For banks, financial institutions and issuers of derivative financial
instruments, only reputable well established banks and financial institutions are accepted.

The Group has put in place policies to ensure that the sales are made to customers with an
appropriate credit history and the Group performs periodic credit evaluations of its customers.

Most of the payment terms for advertising revenue will be agreed between the Group and the
customers at the beginning of year. Customers will make payments in accordance with the contract
terms. The Group generally requires its advertising customers in the television broadcasting segment
to pay in advance. Customers of other business segments are given credit terms of 30 to 180 days.

See Note 22 for further disclosure on credit risk.
Liquidlity risk

Prudent liquidity risk management implies maintaining sufficient cash and cash equivalents,
the availability of funding through an adequate amount of committed banking facilities and the
ability to close out market positions. Due to the dynamic nature of the underlying businesses, the
Finance Department aims to maintain flexibility in funding by keeping committed banking facilities
available. Details of cash and cash equivalents and banking facilities are set out in Notes 30 and 31
respectively.
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3. FINANCIAL RISK MANAGEMENT (CONTINUED)

(@)  Financial risk factors (Continued)
(i) Liquidity risk (Continued)

The table below analyses the Group’s financial liabilities into relevant maturity groupings based on the
remaining period at the balance sheet date to the contractual maturity date. The amounts disclosed in
the table are the contractual undiscounted cash flows.

Less than Between Between
1year 1and2years 2andb>5 years
$°000 $°000 $°000
Group
At 31 December 2013
Accounts payable, other payables and accruals 796,390 - -
Amounts due to related companies - - -
Secured bank borrowings 555,030 77,252 -
Loans from non-controlling shareholders
of a subsidiary 9,506 - 129,121
At 31 December 2012
Accounts payable, other payables and accruals 596,659 - -
Amounts due to related companies 1,124 - -
Secured bank borrowings 75,505 576,697 -
Loans from non-controlling shareholders
of a subsidiary 35,931 - -

(b)  Capital management

The Group’s objectives when managing capital are to safeguard the Group’s ability to continue as a going
concern in order to provide returns for shareholders and to maintain an optimal capital structure to reduce
the cost of capital.

In order to maintain or adjust the capital structure, the Group may adjust the amount of dividends paid to
shareholders, return capital to shareholders or issue new shares.
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3. FINANCIAL RISK MANAGEMENT (CONTINUED)

()

Fair value estimation

The table below analyses financial instruments carried at fair value, by valuation method. The different levels
have been defined as follows:

° Quoted prices (unadjusted) in active markets for identical assets or liabilities (level 1).

The following table presents the Group’s financial assets that are measured at fair value at 31 December
2013. See Note 16 for disclosures of the investment properties that are measured at fair value.

Level 1
$'000
Assets
Financial assets at fair value through profit or loss
Trading securities
— Listed equity securities 25,689

The following table presents the Group’s financial assets that are measured at fair value at 31 December
2012,

Level 1
$000
Assets
Financial assets at fair value through profit or loss
Trading securities
— Listed equity securities 24,819

There were no transfers between levels 1 and 2 during the year (2012: same).
@  Financial instruments in level 1

The fair value of financial instruments traded in active markets is based on quoted market prices
at the balance sheet date. A market is regarded as active if quoted prices are readily and regularly
available from an exchange, dealer, broker, industry group, pricing service, or regulatory agency,
and those prices represent actual and regularly occurring market transactions on an arm’s length
basis. The quoted market price used for financial assets held by the Group is the current bid price.
These instruments are included in level 1. As at 31 December 2013, instruments included in
level 1 comprise shares of HSBC Holdings PLC (“HSBC”) of approximately HK$25,689,000 (2012:
HK$24,819,000) (Note 27).
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3. FINANCIAL RISK MANAGEMENT (CONTINUED)

(d)  Offsetting financial assets and financial liabilities

The following financial assets are subject to offsetting, enforceable master netting arrangements and similar

agreements.
Related
(Gross Net amounts
amounts of  amounts of not set
recognised financial off inthe
@Gross financial assets  balance shest
amounts of liabilities presented
recognised  set off in the in the Cash
financial balance balance collateral
As at assets sheet sheet received  Net amount
31 December 2013 $'000 $'000 $'000 $'000 $'000
Accounts receivable, net
— Subject to master netting arrangement 451,094 - 451,094 (18,890) 432,204
— Not subject to master netting
arrangement 222,780 - 222,780 - 222,780
673,874 - 673,874 (18,890) 654,984
Related
(Gross Net amounts
amounts of  amounts of not set
recognised financial off inthe
@Gross financial assets balance sheet
amounts of liabilities presented
recognised  set off in the in the Cash
financial balance balance collateral
As at assets sheet sheet received  Net amount
31 December 2012 $'000 $'000 $'000 $'000 $'000
Accounts receivable, net
— Subject to master netting arrangement 349,918 - 349,918 (13,861) 336,057
— Not subject to master netting
arrangement 218,031 - 218,031 - 218,031
567,949 - 567,949 (13,861) 554,088

Internet advertising customers have provided cash collateral to the Group of HK$18,890,000 (2012:
HK$13,861,000) as protection for payment and contractual obligations under the terms of advertising sale
agreements. The Group has the right to invoke the collateral if a customer has failed to settle outstanding
payments or full contractual obligations.
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4,

CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS

@

Critical accounting estimates and assumptions

The Group makes estimates and assumptions concerning the future. The resulting accounting estimates will,
by definition, seldom equal the related actual results. The estimates and assumptions that have a significant
risk of causing a material adjustment to the carrying amounts of assets and liabilities within the next financial
year are discussed below.

()

(i)

Provision for impairment of receivables

Significant judgement is exercised in the assessment of the collectibility of accounts receivable, other
receivables and the receivable from an advertising agent, Shenzhou. In making such judgement,
management considers a wide range of factors, including debtors’ and Shenzhou’s payment trends,
subsequent payments and debtors’ and Shenzhou’s financial positions.

Income taxes

The Group is subject to income taxes in numerous jurisdictions, including Hong Kong and the PRC.
Significant judgement is required in determining the worldwide provision for income taxes. There are
many transactions and calculations for which the ultimate tax determination is uncertain during the
ordinary course of business. The Group recognises liabilities for anticipated tax audit issues based
on estimates of whether additional taxes will be due. Where the final tax outcome of these matters is
different from the amounts that were initially recorded, such differences will impact the current and
deferred income tax assets and liabilities in the period in which such determination is made. For the
Group’s tax exposure in the PRC, please refer to Note 9.
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4. CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS (CONTINUED)

(@) Critical accounting estimates and assumptions(Continued)

(i)

(v)

(v)

Useful lives of property, plant and equipment

The Group’s management determines the estimated useful lives and related depreciation charges
for its property, plant and equipment. This estimate is based on the historical experience of the
actual useful lives of property, plant and equipment of similar nature and function. It could change
significantly as a result of changes in the Group’s operations including any future relocation or
renovation of the Group’s facilities. Management will increase the depreciation charge where useful
lives are less than previously estimated, or it will write-off or write-down non-strategic assets that
have been abandoned or sold.

Fair value of investment properties

The fair value of investment properties is determined by using valuation technique. Details of the
judgement and assumptions have been disclosed in Note 16.

Revenue recognition

Revenue is recognised when persuasive evidence of an arrangement exists, the price is fixed or
determinable, service is performed and collectability of the related fee is reasonably assured.

Part of the Group’s advertising revenue arrangements involve multiple element deliverables, including
placements of different advertisement formats on the Group’s website over different periods of time.
The Group breaks down the multiple element arrangements into single units of accounting when
possible, and allocates total consideration to each single unit of accounting using the relative selling
price method.

The Group recognises revenue on the elements delivered and defers the recognition of revenue for the
fair value of the undelivered elements until the remaining obligations have been satisfied. Where all of
the elements within an arrangement are delivered uniformly over the agreement period, the revenues
are recognised on a straight line basis over the contract period.
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4,

CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS (CONTINUED)

(@)  Critical accounting estimates and assumptions (Continued)

(vi)

Recognition of share-based compensation expense

The Group’s employees have participated in various share-based incentive schemes of the Company
and its subsidiaries. Management of the Group have used the Black-Scholes model to determine
the total fair value of the options granted. Significant estimates and assumptions are required to
be made in determining the parameters for applying the Black-Scholes model, including estimates
and assumptions regarding the risk-free interest rate, expected dividend yield and volatility of the
underlying shares and the expected life of the share options. The fair values of restricted share
units and restricted shares granted are measured on the grant date based on the fair value of the
underlying shares of the subsidiaries. In addition, the Group is required to estimate the expected
percentage of grantees that will remain in employment with the Group or, where applicable. if the
performance conditions for vesting will be met at the end of the vesting period. The Group only
recognises an expense for those options, restricted share units and restricted shares expected to vest
over the vesting period during which the grantees become unconditionally entitled to these share-
based awards. Changes in these estimates and assumptions could have a material effect on the
determination of the fair value of the options, restricted share units and restricted shares and the
amount of such share-based awards expected to become vested, which may in turn significantly
impact the determination of the share-based compensation expense.

The fair value of options, restricted share units and restricted shares at the time of grant is to be
expensed over the vesting period of these share-based awards based on an accelerated graded
attribution approach. Under the accelerated graded attribution approach, each vesting installment of
a graded vesting award is treated as a separate share-based award, which means that each vesting
installment will be separately measured and attributed to expense, resulting in accelerated recognition
of share-based compensation expense.

Based on the fair value of the share-based awards granted by the Company and its subsidiaries to the
Group’s employees, the expected turnover rate of grantees and the probability that the performance
conditions for vesting are met the corresponding share-based compensation expense recognised
by the Group in respect of their services rendered for the year ended 31 December 2013 was
HK$44,353,000 (2012: HK$45,392,000) (Note 8).

(b)  Critical judgements in applying the Group’s accounting policies

()

Control over Phoenix Metropolis Media Technology Company Limited (“PMM Beijing”)

Management consider that the Group has de facto control of PMM Beijing even though it has less than
50% of the voting rights. Management has exercised its critical judgement when determining whether
the Group has de facto control over PMM Beijing by considering the following, amongst others: (i)
the Group has obtained effective control over majority of the board of PMM Beijing; and (i) the Group
has the ability to direct the relevant activities of PMM Beijing, i.e. the activities that significantly
affect PMM Beijing; and (i) PMM Beijing and other shareholders highly rely on the Group’s industry
expertise, brand, network, and reputation.
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5. REVENUE AND SEGMENT INFORMATION

The Group is principally engaged in satellite television broadcasting activities. An analysis of the Group’s revenue by
nature is as follows:

2013 2012
$°000 $'000
Revenue

Advertising sales
Television broadcasting 2,279,480 2,256,962
Internet 1,034,186 757,226
Outdoor media 612,823 512,362
Mobile, video and wireless value added services income 716,914 625,207
Subscription sales 88,114 93,564
Magazine advertising and subscription or circulation 57,044 57,157
Rental income 946 762
Others 16,951 33,120
4,806,458 4,336,360

Management has determined the operating segments based on the reports reviewed by executive directors that are
used to make strategic decisions. The executive directors consider the business from a product perspective.

The Group has five main operating segments including:

()

Television broadcasting — broadcasting of television programmes and commercials and provision of
promotion activities;

(@) Primary channels, including Phoenix Chinese Channel and Phoenix Infonews Channel

(b) Others, including Phoenix Movies Channel, Phoenix North America Chinese Channel, Phoenix Chinese
News and Entertainment Channel and others

New media — provision of website portal and value-added telecommunication services;
Outdoor media — provision of outdoor advertising services;

Real estate — property development and investment (mainly Phoenix International Media Centre in Beijing);
and

Other activities — programme production and ancillary services, merchandising services, magazine publication
and distribution, and other related services.
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5.

REVENUE AND SEGMENT INFORMATION (CONTINUED)

Year ended 31 December 2013

Television broadcasting

Inter-
Primary New  Outdoor Other  segment
channels Others ~ Sub-total media media Realestate  activities elimination Group
$000 $000 $000 $1000 $000 $000 $1000 $000 $000
Revenue
External sales 220017 166,758 2373975 1751100 612823 1157 67,403 - 4806458
Inter-segment sales (Note ¢ - 5,929 5929 - - 3,210 4713 (56,334) -
Total revenue 220007 172687 2379904 1751100 612823 4421 114538 (56,334 4,806,458
Segment results 121753%  (#11987) 1175548 392,946 98,689 89917 (36,029 - 172138
Unallocated income (Note ) 31,753
Unallocated expenses (Note b) (302,790)
Profit before share of results of
joint ventures/associates,
income tax and non-controlling
interests 1,450,101
Share of proft of joint ventures 4475
Share of profits of associates 1,843
Income tax expense (293,391)
Profit for the year 1,163,028
Non-controlling interests (230,634)
Profit attributable to owners
of the Company 932,394
Depreciation (78314 (16124 (04438 (39623  (29,020) @ (7,504) - (170589
Unallocated depreciation (29,323)
(199912)
Impairment of property, plant and
equipment - - - - (3,004) - - - (3,664)
Provision for impairment of
acoounts receivable - (3,142 (3,142 (3.141) (9,554) - - - (15837)
Provision for impairment of
amounts cue from joint ventures - - - - - - (541 - (25413
Provision for impairment of
amount from an associate - - - - - - 4913 - 4913
Provision for impairment of other
receivables - M2 M2 - - - - - M2
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5.

REVENUE AND SEGMENT INFORMATION (CONTINUED)

Year ended 31 December 2012

Television broadcasting

Inter-
Primary New  Outdoor Other  segment
channels Others ~ Sub-total media media Realestate  activities elimination Group
$000 $000 $000 $000 $000 $000 $000 $000 $000
Revenue
External sales 2177873 195636 2373509 1382433 512,362 929 67,127 - 433,360
Inter-segment sales (Note ¢ - 5,228 5228 - - 1,333 2779 (49,340) -
Total revenue 2177873 200864 2378737 1382433 512,362 2,262 109906  (49,340) 4,336,360
Segment results 1,227 461 11555 1239016 143911 110,84 28583 (27862 - 1494502
Unallocated income (Note a) 17,770
Unallocated expenses (Note b) (320,590)
Profit before share of results of
joint ventures/an associate,
income tax and non-controlling
interests 1,191,682
Share of proft of joint ventures 3,644
Share of profit of an associate 15
Income tax expense (248,056)
Profit for the year 947,285
Non-controlling interests (113918)
Profit attributable to owners
of the Company 833,367
Depreciation (69,959 (11944 (1903 (25963  (24,64H) (1) (6,312) - (138939
Unallocated depreciation (30,499)
(169,433)
Provision for imparment of accounts
receivable - (294) (294 (38,169) (8,298) - - - (46759
Provision for impairment of amounts
due from joint ventures - - - - - - (288%) - (288%)
Provision for impairment of other
long-term assets - (13799 (13799 - - - - - (13799
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5. REVENUE AND SEGMENT INFORMATION (CONTINUED)

Notes:

(@ Unallocated income represents exchange gain, interest income, fair value gain on financial assets (realised and
unrealised) and investment income.

(b) Unallocated expenses represent primarily:

corporate staff costs;

- office rental;

general administrative expenses; and

marketing and advertising expenses that relate to the Group as a whole.
(@] Sales between segments are carried out based on terms determined by management with reference to market prices.

The Company is domiciled in Hong Kong. The geographical distribution of its revenue from external customers and total
assets by geographical location are as follows:

Year ended 31 December 2013

Total

Revenue assets

$°000 $°000

The PRC 4,659,797 5,505,725
Hong Kong 45,281 2,775,628
Others 101,380 126,745
4,806,458 8,408,098

Year ended 31 December 2012

Total

Revenue assets

$°000 $'000

The PRC 4,166,720 4,619,764
Hong Kong 45,880 2,475,051
Others 123,760 106,873

4,336,360 7,201,688
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6. OTHER GAINS/(LOSSES), NET

2013 2012
$°000 $000
Exchange gain, net 43,088 13,626
Investment income 1,137 1,184
Fair value gain on financial assets at fair value through profit or loss
(realised and unrealised) (Note 27) 870 6,808
Provision for impairment of amounts due from joint ventures (Note 18(c)) (25,413) (28,895)
Provision for impairment of amount due from an associate (Note 26 (d)) (4,913) -
Provision for impairment of other long-term assets (Note 24) - (13,799
Others, net 11,449 12,590
26,218 (8,4806)

/. PROFIT BEFORE INCOME TAX

The following items have been credited/charged to the profit before income tax during the year:

2013 2012
$°000 $000
Crediting
Reversal of provision for impairment of accounts receivable - 359
Charging
Production costs of self-produced programmes 200,942 185,543
Commission expenses 455,365 396,242
Transponder rental 29,121 30,653
Provision for impairment of accounts receivable 15,837 46,755
Provision for impairment of other receivables 11,272 -
Employee benefit expenses (including Directors’ emoluments) (Note 8) 1,136,789 961,970
Operating lease rental in respect of
— Directors’ quarters 2,524 2,059
— Land and buildings of third parties 75,483 63,961
Loss on disposal of property, plant and equipment, net 956 1,282
Depreciation of property, plant and equipment 199,912 169,433
Amortisation of purchased programme and film rights 25,664 29,916
Amortisation of lease premium for land 2,744 2,744
Amortisation of intangible assets 797 1,555
Impairment of property, plant and equipment 3,664 -
Auditor’s remuneration 13,195 13,421
Services charges paid to related parties 13,354 19,139

Outgoings for investment properties 306 267
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8.

EMPLOYEE BENEFIT EXPENSES (INCLUDING DIRECTORS" EMOLUMENTS)

2013 2012

$°000 $'000

Wages, salaries and other allowances 1,068,568 895,240

Unutilised annual leave 1,410 1,065
Pension costs — defined contribution plan, net of forfeited contributions

(Note a) 22,458 20,273

Share-based compensation expense (Note 33) 44,353 45,392

1,136,789 961,970

@)

Pensions — defined contribution plans

The Group operates a number of defined contribution pension schemes in accordance with the respective
subsidiaries’ local practices and regulations. The Group is obligated to contribute funding to these plans
based on various percentages of the employees’ salaries or a fixed sum per employee with reference to their
salary level. The assets of these schemes are generally held in separate trustee administered funds.

Employees in Hong Kong are provided with a defined contribution provident fund scheme and the Group
is required to make monthly contribution to the scheme based on 10% of the employees’ basic salaries.
Forfeited contributions are used to offset the employer’s future contributions. For the year ended 31
December 2013, the aggregate amount of the employer’s contributions was approximately HK$18,699,000
(2012: HK$17,740,000) and the total amount of forfeited contributions was approximately HK$926,000
(2012: HK$1,257,000).

Since 1 December 2000, the employees in Hong Kong can elect to join the Mandatory Provident Fund
Scheme (the “MPF Scheme”). The MPF Scheme was introduced pursuant to the Mandatory Provident Fund
legislation introduced in 2000. Under the MPF Scheme, the Group and each of the employees make monthly
contributions to the scheme at 5% of the employees’ relevant income as defined under the Mandatory
Provident Fund legislation.

Both the employer’s and the employees’ contributions are subject to a cap of monthly relevant income of
HK$25,000 for each employee. For those employees with monthly relevant income less than HK$7,100,
since 1 November 2013, the employees’ contributions are voluntary.

For the year ended 31 December 2013, the aggregate amount of employer’s contributions made by the
Group to the MPF Scheme was approximately HK$2,707,000 (2012: HK$2,330,000) and the forfeited
contributions was HK$11,000 (2012: HK$58,000).
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8.

EMPLOYEE BENEFIT EXPENSES (INCLUDING DIRECTORS’" EMOLUMENTS) (CONTINUED)

(b)

Directors’ and senior management’s emoluments

The remuneration of every Director for the year ended 31 December 2013 is set out below:

Name of Director

Fees
$°000

Salaries
$°000

bonus
$°000

Discretionary  Housing

allowance
$'000

Pension
costs
$'000

11.
12.

13.

14,

15.

16.

LIU Changle (Chief Executive Officer)
CHUI Keung
WANG Ji Yan
SHA Yuejia
Ella Betsy WONG (resigned on
5 November 2013)
LO Ka Shui
GAO Nianshu
GONG Jianzhong
Jan KOEPPEN (resigned on
5 November 2013)
LEUNG Hok Lim
Thaddeus Thomas BECZAK
CHEUNG Chun On, Daniel (resigned on
30 June 2013)
GAO Jack Qunyao (resigned on
30 June 2013)
FANG Fenglei (appointed on
13 March 2013)
SUN Yanjun (appointed on
5 November 2013)
LAU Wai Kei, Ricky (appointed on
5 November 2013)

6,796
2,781
2,426

2,334
1,346
1,077

1,821
1,372
1,198

627
256
224
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8.

EMPLOYEE BENEFIT EXPENSES (INCLUDING DIRECTORS’" EMOLUMENTS) (CONTINUED)

(b)

(©

Directors’ and senior management’s emoluments (Continued)

The remuneration of every Director for the year ended 31 December 2012 is set out below:

Discretionary Housing  Pension

Name of Director Fees  Salaries bonus allowance costs Total

$000 $000 $'000 $'000 $'000 $000
1, LIU Changle (Chief Executive Office) - 6,257 3,235 1,716 517 11,785
2. CHUI Keung - 2,559 1,867 1,264 236 5,926
3. WANG Ji Yan - 2,233 1,493 1,103 206 5,035
4, SHA Yuejia - - - - - -
5, Ella Betsy WONG - - - - - -
6. L0 Ka Shui 250 - - - - 250
7. GAO Nianshu - - - - - -
8. GONG Jianzhong - - - - - -
9. Jan KOEPPEN - - - - - -
10.  LEUNG Hok Lim 250 - - - - 250
11, Thaddeus Thomas BECZAK 250 - - - - 250
12. CHEUNG Chun On, Danigl - - - - - -
13. GAO Jack Qunyao - - - - - -

As of 31 December 2013, Mr. LIU Changle had outstanding share options to purchase 4,900,000 (2012:
4,900,000) shares at HK$2.92 per share, Mr. CHUI Keung had outstanding share options to purchase
3,900,000 (2012: 3,900,000) shares at HK$2.92 per share and Mr. Wang Jiyan had outstanding share
options to purchase 3,900,000 (2012: 3,900,000) shares at HK$2.92 per share. No options were exercised
during 2013. The fair values of these options have not been included in the directors’ emoluments disclosed

above.

Five highest paid individuals

The five individuals whose emoluments were the highest in the Group for the year ended 31 December 2013
include three (2012: three) executive Directors whose emoluments are reflected in the analysis presented in
(b) above. The emoluments paid/payable to the remaining two (2012: two) individuals during the year are as

follows:
2013 2012
$°000 $'000
Salaries 4,529 4117
Discretionary bonus 2,827 3,920
Housing allowance 2,238 2,032
Pension costs 418 380
10,012 10,449
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8.

EMPLOYEE BENEFIT EXPENSES (INCLUDING DIRECTORS’" EMOLUMENTS) (CONTINUED)

(c)  Five highest paid individuals (Continued)
The emoluments of the remaining two (2012: two) individuals fell within the following bands:

Number of individuals

Emolument band 2013 2012
HK$4,500,001 — HK$5,000,000 1 1
HK$5,000,001 — HK$5,500,000 1 -
HK$5,500,001 — HK$6,000,000 - 1

During the year, no emoluments or incentive payments were paid or payable to the five highest paid
individuals as an inducement to join the Group or as compensation for loss of office except as disclosed

above (2012: Nil).

INCOME TAX EXPENSE

Hong Kong profits tax has been provided at the rate of 16.5% (2012: 16.5%) on the estimated assessable profit
for the year. Taxation on overseas profits has been calculated on the estimated assessable profit for the year at the
rates of taxation prevailing in the countries in which the Group operates.

2013 2012
$°000 $'000

Current income tax
— Hong Kong profits tax 174,127 180,159
— Overseas taxation 88,803 57,770
— Under provision of tax in the prior year 2,490 9,825
Deferred income tax (Note 37) 27,971 302

293,391 248,056
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9. INCOME TAX EXPENSE (CONTINUED)

On 20 January 1998, the PRC State Administration of Taxation granted a Tax Ruling of Business Tax and Foreign
Enterprise Income Tax on certain of the Group’s advertising fees collected from Shenzhou in the PRC (Note 24) (the
“Ruling”). The Group has dealt with the aforementioned taxes according to the Ruling in the consolidated financial
statements. However, PRC tax laws and regulations and the interpretations thereof may change in the future such
that the Group would be subject to PRC taxation on certain income deemed to be sourced in the PRC other than
Hong Kong. The Group will continue to monitor developments in the PRC tax regime in order to assess the ongoing
applicability and validity of the Ruling.

In the PRC, certain subsidiaries enjoy preferential income tax rate of 15% (2012: 15%) respectively for being new
technology enterprises and a subsidiary enjoys income tax exemption for being a software enterprise (2012: none).

The tax on the Group’s profit before income tax differs from the theoretical amount that would arise using the tax
rate of the location in which the Company operates as follows:

2013 2012

$°000 $'000
Profit before income tax 1,456,419 1,195,341
Calculated at a taxation rate of 16.5% (2012: 16.5%) 240,309 197,231
Income not subject to taxation (28,042) (26,010
Expenses not deductible for taxation purposes 56,909 41,311
Tax losses not recognised 25,953 15,497
Effect of different tax rate in other countries 44,630 28,121
Effect of tax exemptions and concessions granted to PRC subsidiaries (48,158) (7,717)
Recognition of deductible temporary differences not previously recognised (252) (8,439
Utilisation of previously unrecognised tax losses (448) (1,763)
Under provision of tax in the prior year 2,490 9,825

Income tax expense 293,391 248,056
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10. EARNINGS PER SHARE

@

(b)

Basic

Basic earnings per share is calculated by dividing the profit attributable to owners of the Company by the
weighted average number of ordinary shares in issue during the year.

2013 2012
Profit attributable to owners of the Company ($'000) 932,394 833,367
Weighted average number of ordinary shares in issue ('000) 4,995,796 4,993,467
Basic earnings per share (Hong Kong cents) 18.66 16.69

Diluted

Diluted earnings per share is calculated by adjusting the weighted average number of ordinary shares
outstanding to assume conversion of all dilutive potential ordinary shares. The Group has dilutive potential
ordinary shares which comprise share options of the Company and a subsidiary, ordinary shares issuable
upon the restricted share units and restricted shares of a subsidiary.

A calculation is done to determine the number of the Company’s shares that could have been acquired at
fair value (determined as the average annual market share price of the Company’s shares) based on the
monetary value of the subscription rights attached to outstanding share options of the Company. The number
of shares calculated as above is compared with the number of shares that would have been issued assuming
the exercise of the share options. Where the number of shares so calculated is smaller than the number of
shares that would have been issued assuming the exercise of all the outstanding share options, the difference
represents potential dilutive shares and is added to the weighted average number of ordinary shares in issue
to arrive at the weighted average number of ordinary shares for diluted earnings per share. The impact of the
dilutive instruments of the subsidiaries is not material to the Group’s diluted earnings per share.

2013 2012

Profit attributable to owners of the Company ($'000) 932,394 833,367

Weighted average number of ordinary shares in issue ('000) 4,995,796 4,993,467

Adjustment for share options of the Company ('000) 4,397 4,763
Weighted average number of ordinary shares for diluted

earnings per share ('000) 5,000,193 4,998,230

Diluted earnings per share (Hong Kong cents) 18.65 16.67
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11.

12.

16k

DIVIDENDS
2013 2012
$°000 $000
Proposed final dividend of 5.1 Hong Kong cents
(2012: 5.1 Hong Kong cents) per share 254,857 254,698

The 2012 final dividends paid during the year ended 31 December 2013 were approximately HK$254,793,000 (5.1
Hong Kong cents per share). The Board of Directors of the Company recommend the payment of a final dividend of
5.1 Hong Kong cents per share, totalling approximately HK$254,857,000. Such dividend is to be approved by the
shareholders at the Annual General Meeting on 5 June 2014. These consolidated financial statements do not reflect
this dividend payable.

PROFIT ATTRIBUTABLE TO OWNERS OF THE COMPANY

The profit attributable to owners of the Company is dealt with in the financial statements of the Company to the
extent of a loss of approximately HK$3,529,000 (2012: HK$4,403,000).

PURCHASED PROGRAMME AND FILM RIGHTS, NET

2013 2012

$°000 $000

Balance, beginning of year 29,015 32,823

Additions 21,138 28,740

Amortisation (25,664) (29,916)

Others (2,243) (2,632)

Balance, end of year 22,246 29,015
Less: Purchased programme and film rights

— current portion (5,098) (6,533)

17,148 22,482
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14. LEASE PREMIUM FOR LAND

The Group’s interests in leasehold land and land use rights represent prepaid operating lease payments and their net
book values are analysed as follows:

2013 2012
$°000 $000
In Hong Kong, held on:

Leases of between 10 to 50 years 33,552 34,553

Outside Hong Kong, held on:
Leases of between 10 to 50 years 207,529 200,755
241,081 235,308
2013 2012
$°000 $000
Balance, beginning of year 235,308 239,323
Addition 8,921 -
Currency translation differences 2,766 1,690
Amortisation (Note a) (5,914) (5,705)
Balance, end of year (Note b and Note c) 241,081 235,308

(@

(b)

For the year ended 31 December 2013, amortisation of lease premium for land capitalised in construction in
progress under property, plant and equipment amounted to HK$3,170,000 (2012: HK$2,961,000).

Included in the net book value as of 31 December 2013 is an amount of HK$124,720,000 (2012:
HK$116,204,000) which represents land use rights held by the Group for a piece of land situated in
Beijing for development of the Phoenix International Media Centre. The land comprises of approximately
18,822 square metres and an intended total gross floor area of approximately 72,400 square metres. Upon
completion of construction, approximately 28,960 square metres are expected to be occupied by the Group
for its operations in Beijing and 43,440 square metres to be held for rental income or capital appreciation.

Included in the net book value as of 31 December 2013 is an amount of HK$15,150,000 (2012:
HK$15,555,000) which was paid by the Group to the Shenzhen Municipal Bureau of Land Resources
and Housing Management (“Land Bureau”) pursuant to notification from the Land Bureau to obtain a title
certificate in the name of Phoenix Satellite Television Company Limited (the “Phoenix Subsidiary”), a wholly-
owned subsidiary of the Group, for the Group’s upper ground space entitlement of approximately 8,500
square meters in the China Phoenix Building in Shenzhen (“Shenzhen Building”). As of 31 December 2013,
the Group was still awaiting the issuance of the title certificate to the Phoenix Subsidiary by the Shenzhen
Municipal Government. The Directors are of the opinion that the title certificate to its entitlement in the
Shenzhen Building will be issued in the near future. As at 31 December 2013, the Group’s entitlement to use
of its entitled areas in the building continues to be accounted for as a finance lease as the Group had not yet
obtained title to these entitled areas (Note 15(a)).
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15. PROPERTY, PLANT AND EQUIPMENT, NET

Broadcast
Freehold Furniture ~ operations
landand  Leasehold and  and other Motor LED Construction
building improvements ~ fixtures  equipment  vehicles panels  Aircraft inprogress Total
$000 $000 $000 $000 $000 $000 $000 $000 $000
(Note ) (Note b) (Note c)
Year ended 31 December 2012
Opening net book amount 101312 199477 5764 295610 979 174244 %713 27525 1150440
Crrency translation iferences 119 928 21 2,029 & 685 - 4,667 8,560
Additions - 36,000 1728 129026 6,650 34 - 188423 362146
Disposals - - (59) (1,376) - - - - (1431)
Depreciation (4,259) (43,920 2697 (8399 (3848 (23416) (7,299) - (169433
Transfers 18,047 36,963 - 16,190 - 25,720 - (9,920 -
Closing net hook amount 165220 229453 4767 317484 12082 177547 89414 3375 1350282
At 31 December 2012
Cost 183795 377,180 17213 647317 379%  2%029% 10097 303,715 1,968 481
Accumulated depreciation and
impairment (18579) (47720 (12446) (329,899 (5269 (12,748 (11,567) - (618199
Net book amount 165,220 229453 4767 317484 12082 177547 8414 33715 1.350,282
Year ended 31 December 2013
Opening net book amount 165220 229453 4767 317484 12082 177547 89414 3375 1350282
Crrency translation ifferences 176 791 10 2,121 129 4,381 - 9,698 17,906
Additions 2,893 9,860 1208 94,322 6,149 6,090 - 129760 250,282
Disposals - (7,700) (37 (1.491) - (1,383) - - (10611)
Depreciation (4.441) (47,190) (2452 (106,800) (4206 (27524) (7.299) - [199912)
mpairment - - - - - (1,69) - (1,966) (3,064
Transfers - - - 2,669 - 39189 - (41,858 -
Closing net book amount 163848 185,214 3496 308905 1474 196,602 8,115 449349 1,404,283
At 31 December 2013
Cost 186,876 376,015 18273 745,182 1149 29769 100971 449349 2215514
Accumulated depreciation and
impairment (23028 (190801) (477 (436217) (2639%) (101,097 (18,856) - 81123
Net book amount 163848 185214 3496 308906 14754 196,602 82115 449349 1404283

Depreciation expense of approximately HK$141,623,000 (2012: HK$114,710,000) has been charged in “Operating
expenses”, and approximately HK$58,289,000 (2012: HK$54,723,000) in “Selling, general and administrative
expenses”.
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15.

16.

PROPERTY, PLANT AND EQUIPMENT, NET (CONTINUED)

@) Included in the net book value as of 31 December 2013 is an amount of HK$26,183,000 (2012:
HK$26,883,000) which relates to the Group’s entitiement to use 10,000 square meters in the Shenzhen
Building. The Group’s entitlement to use was accounted for as a finance lease as at 31 December
2013. As at 31 December 2013, the cost of this capitalised finance lease was HK$30,848,000 (2012:
HK$30,848,000) with a net book value of HK$26,183,000 (2012: HK$26,883,000). As at 31 December
2013, the Group was still in the process of obtaining the title certificate to the 8,500 square meters of the
entitled areas through the payment of land premium and taxes (See Note 14(c)).

()  As of 31 December 2013, the Group was still in the process of renewing and obtaining certain licences of
LED panels. The Directors are of the opinion that the licences will be obtained in the near future and the risk
of non-compliance with laws and regulations is remote.

() Included in the net book value as of 31 December 2013 is an amount of HK$82,115,000 (2012:
HK$89,414,000) which relates to the aircraft for operation use.

INVESTMENT PROPERTIES
2013 2012
$°000 $000
Balance, beginning of year 899,134 685,391
Additions 147,384 158,898
Fair value gain 104,294 43,807
Currency translation differences 22,197 11,038
Balance, end of year 1,173,009 899,134
2013 2012
$°000 $000
Representing:
Investment property under construction 1,162,902 889,208
Investment property 10,107 9,926

Balance, end of year 1,173,009 899,134
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16.

INVESTMENT PROPERTIES (CONTINUED)

@

Fair value measurement of investment properties

The Group applied the fair value model, for the accounting of investment properties. Independent valuations
of the construction in progress of the Phoenix International Media Centre in the PRC and the commercial
property in United Kingdom (“UK”) were performed by the valuers, Vigers Appraisal and Consulting Limited
and Lambert Smith Hampton respectively, to determine the fair value of the properties as at 31 December
2013 and 31 December 2012. Fair value gains of approximately HK$104,294,000 (2012: HK$43,807,000)
are included in the “Other gains/(losses), net” in the consolidated income statement.

(0 Fair value hierarchy
Fair value
measurements
at 31 December
2013 using
significant
unobservable
inputs (Level 3)
Description $'000

Recurring fair value measurements

Investment properties
— Phoenix International Media Centre — The PRC (under construction) 1,162,902
— Commercial — UK 10,107

(ii) Valuation processes of the Group

The Group’s investment properties were valued at 31 December 2013 by independent professionally
qualified valuers who hold a recognised relevant professional qualification and have recent experience
in the locations and segments of the investment properties valued. For all investment properties, their
current use equates to the highest and best use.

The Finance Department, headed by CFO, reviews the valuations performed by the independent
valuers for financial reporting purposes. Discussions of valuation processes and results are held
between the Finance Department and valuers at least once every six months, in line with the Group’s
interim and annual reporting dates.

At each financial year end, the Finance Department:
° Verifies all major inputs to the independent valuation reports;
o Assess property valuations movements when compared to the prior year valuation reports; and

o Holds discussions with the independent valuers.
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16.

INVESTMENT PROPERTIES (CONTINUED)

@

Fair value measurement of investment properties (Continued)

(i)

Valuation techniques

For the investment property in UK with a carrying amount of HK$10,107,000 (2012: HK$9,926,000),
the valuation of the investment property held directly by the Group is made on the basis of the “Market
Value” adopted by The Royal Institution of Chartered Surveyors (“RICS”). It is performed in accordance
with the RICS Valuation Standards on Properties published by RICS. The valuation is reviewed annually
by a qualified valuer by considering the information from a variety of sources including (i) current
prices in an active market for properties of different nature, condition or location, adjusted to reflect
those differences; (i) recent prices of similar properties in less active market, with adjustments to
reflect any changes in economic conditions since the date of the transactions that occurred at those
parties; and (iii) rental income derived from existing tenancies with due provision for reversionary
income potential based on market conditions existing at the end of the reporting period.

These methodologies are based upon estimates of future results and a set of assumptions specific
to the property to reflect its tenancy and cashflow profile. The fair value of the investment property
reflects, among other things, rental income from current leases and assumptions about rental income
from future leases in light of current market conditions including open market rents, appropriate
capitalisation rate and reversionary income potential. The fair value also reflects on a similar basis,
any cash outflows that could be expected in respect of the property.

In addition, the investment property in the PRC with a carrying value of HK$1,162,902,000 (2012:
HK$889,208,000) was in the process of construction or development as of 31 December 2013. The
fair value of this investment property under construction is determined using the information from
the valuation performed by external professional valuer using the residual method of valuation. The
residual method of valuation essentially involves the gross development value assessment of the
hypothetical development to be erected on the investment property based on the latest development
scheme. The estimated development costs for the hypothetical development including construction
costs and professional fees together with allowances on interest payments and developer’s profits are
deducted from the established gross development value thereof. The resultant figure is then adjusted
back to present value as at the valuation date to reflect the existing state of the investment property.
The residual site value is then cross-checked with the actual sales or offerings of comparable
properties by direct comparison method of valuation whereby comparable properties with similar
character, location, sizes and so on are analysed and weighted against all respective advantages and
disadvantages of the investment property in order to arrive at a fair comparison of value.

There were no changes in valuation techniques during the year ended 31 December 2013 (2012:
none).
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16.  INVESTMENT PROPERTIES (CONTINUED)

(@)  Fair value measurement of investment properties (Continued)

(iv)  Information about fair value measurements using significant unobservable inputs (Level 3)

Fair value at Relationship of

31 December 2013 Valuation Unobservable Unobservable unobservahle

Description (5'000) technique(s) inputs inputs inputs to fair value
Phoenix International 1162,902 Residual method Estimated gross HK$31,600 The higher the gross
Media Centre - The PRC 0f valuation (evelopment value Der square mefre development value,
(under contruction) the higher the fair value
Discount rate 6.4%  The higher the discount rate,

the lower the fair value

Estimated legal and 3% on gross The higher the legal and

markefing expenses ~ development value marketing expenses,

the lower the fair value

Commercial - UK 10,107 Discounted cash flow Estimated  HK$3,469 perannum ~ The higher the rental value,
rental value Der Square metre the higher the fair value

Reversionary yield 8%  Thehigher the reversionary

Yield, the lower the fair value
(v) Quantitative sensitivity analysis

A quantitative sensitivity analysis is shown below:

Estimated
legal and
marketing
Estimated EXpenses
gross 200 basis points
Discount rate or development  higher or lower Estimated
reversionary yield value 0N gross rental value
100 basis points 5% increase development  10% increase
higher or lower or decrease value or decrease
$000 $000 $000 $000
Phoenix International Media Centre 5,652 60,321 27,488 N/A
— The PRC (under construction)
Commercial — UK 1,185 N/A N/A 961

(b)  Borrowing cost

Interest capitalised under the investment property under construction amounted to HK$75,926,000 (2012:
HK$47,896,000).
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17.

INTANGIBLE ASSETS
Contractual
customer Club
Goodwill  Licenses relationship debentures  Software Total

$000 $:000 $:000 $:000 $000 $000

Year ended 31 December 2012

Opening net book amount 8,733 958 599 2,705 3,744 16,739
Additions - - - - 552 552
Amortisation - (542) (693) - (320) (1,559)
Currency translation differences - - 9% - - 9%
Closing net book amount 8,733 416 - 2,705 3,976 15,830
At 31 December 2012

Cost 8,733 2,401 1,924 2,705 5175 20,938
Accumulated amortisation and impairment - (1,985) (1,924) - (1,199 (5,108)
Net book amount 8,733 416 - 2,705 3,976 15,830

Year ended 31 December 2013

Opening net book amount 8,733 416 - 2,705 3,976 15,830
Amortisation - (416) - - (381) (797)
Currency translation differences - - - - 18 18
Closing net book amount 8,733 - - 2,705 3,613 15,051

At 31 December 2013

Cost 8,733 2,401 1,924 2,705 5193 20,956
Accumulated amortisation and impairment - (2,401) (1,924) - (1,580) (5,905)
Net book amount 8,733 - - 2,705 3,613 15,051

Amortisation of approximately HK$416,000 (2012: HK$1,235,000) is included in “Operating expenses”, and
approximately HK$381,000 (2012: HK$320,000) in “Selling, general and administrative expenses”.

An impairment review of the carrying amount of goodwill at 31 December 2013 was performed and no impairment
provision is required. For the purpose of impairment testing, goodwill acquired has been allocated to individual cash-
generating units (CGUs) identified according to operating segment. The recoverable amount is based on a value in
use calculation. There was no impairment charge recognised during the year (2012: Nil).

Certain of the Group’s new media subsidiaries are in the process of applying for certain licenses for the operation of
their businesses, including internet audio-visual program transmission license and internet news license.
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18.

INTERESTS IN JOINT VENTURES

2013 2012
$°000 $000
Unlisted investments, net 15,741 10,498
Amounts due from joint ventures, net (Note c) 15,259 15,150
31,000 25,648
The Group’s investments in joint ventures are analysed as follows:
2013 2012
$°000 $'000
Unlisted investments, at cost 19,791 19,791
Capital contribution 768 =
Less: Provision for impairment (472) 472
Less: Share of losses of joint ventures (4,346) (8,821)
Unlisted investments, net 15,741 10,498
Details of the joint ventures as at 31 December 2013 were as 