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COMPARISON OF BUSINESS OBJECTIVES WITH ACTUAL BUSINESS PROGRESS

According to the business objectives as stated in the
prospectus of the Company dated 21 June 2000 (the
“Prospectus”) for the period July — December 2001

Channel development

Continue to strengthen coverage and content for the
InfoNews Channel

Increase production hours to enhance the programming
for the Phoenix Chinese Channel

Explore the feasibility of and prepare for the launch of
the Cantonese Channel

Expand penetration of the North America Channel
through alternative delivery medium e.g. by developing
DTH platform

>

Continue to create brandname awareness of “Phoenix’
through various promotional activities

Continue to enhance the functions of correspondence
stations for the InfoNews Channel in connection with
news and information for better content enhancement

% H PR BTE PR R O R B R
SRRRAEN A - BRIRSR (THRIBTERLD) ki
MR B4 LH E 2 38 H

BHRAER
AR 58 B B RO R

BEINRAE/NEE o BRI IE 2 H
BORACE BEORGE B W a7 > SEYERE D RO &

BT — R BRI B BIE R - Bl EDTH

SZ
=

REfA R T E G B fem [RUEE M 9% 44 B2

AR BN B SR TR AR R 7E T ) X BT R SR - B
REEFAANRE

Actual business progress for the period July —
December 2001

Phoenix was highly acclaimed for its real-time coverage
of the terrorist attacks on the United States and its
subsequent reporting from Afghanistan. Phoenix has also
strengthened its news coverage through its international
news bureaus.

Phoenix sought to improve the quality of programming
while maintaining a similar level of production hours

Phoenix has postponed pursuing this objective in order
to concentrate resources on improving the quality and
coverage of existing channels

Phoenix officially began in January 2002 (trial-run in
December 2001) to broadcast through EchoStar, the
second largest direct-to-home satellite operator in the
United States, thereby expanding Phoenix North
America Chinese Channel’s access to the US audiences

Phoenix has continued to consolidate brand name
awareness by a stream of promotional functions
launching new programmes or marking cooperative
arrangements with other media groups

Phoenix has eight international news bureaus, their
contribution being clearly demonstrated by their role in
Phoenix’s coverage of the war against terrorism
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According to the business objectives as stated in the
Prospectus for the period July — December 2001

Internet strategy

Begin to implement broadband services in phases in
major cities

Further explore e-commerce opportunities with business

partners

Continue to monitor the market for new trends and
technologies

Selectively invest in key strategic content or solution
partners to explore other business opportunities
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Actual business progtess for the period July —
December 2001

Phoenix focused on consolidating its existing

www. pbaenixtu com website, no new investment in
broadband services or e-commerce was made

Same as above

Phoenix monitored new technologies and market trends
but made no substantial expenditure

Phoenix has so far not identified commercially viable

investment opportunities but will continue to explore in
this area
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Business objectives as stated in the Prospectus for the
period January — June 2002

Channel development

Production centre becomes fully operational and will be
further strengthened to accommodate increasing
programming demands for the Phoenix Channels

Continue to increase programme production capacity to
10 hours per day from current capacity

Strengthen sales teams in Europe and North America

Launch the Cantonese Channel
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Actual business progress for the period January —
June 2002

Production centre in rental premises in Shenzhen is
operating in full scale. Construction of production
centre on self-acquired land was delayed due to the re-
negotiation of site area and plot ratio initiated by the
Shenzhen Municipal Planning & Land Information
Center.

Phoenix InfoNews Channel alone produces live news
reports and programmes of approximately 18 hours per
day utilising in-house studios. O ther channels of
Phoenix are maintaining a stable programme production
capacity utilising in-house production facility.

The advertising and marketing sales team in Europe had
increased to 7 from 5 staff at the same time last year. The
sales team in North America had increased to 12 full-
time and about 10 part-time staff from 5 staff at the
same time last year.

The Group has postponed pursuing this objective in
order to concentrate resources on improving the quality
and coverage of existing channels.
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Business objectives as stated in the Prospectus for the
period January — June 2002

Continue to create brand name awareness of “Phoenix”

through various promotional activities

Continue to enhance the functions of correspondents
and news bureaus for the InfoNews Channel in
connection with news and information for better
content enhancement

Internet strategy

Launch broadband services in major cities and second
tier cities

Further research on media product and content sales
market and suggest B2B service strategies

Become the infotainment centre for the global Chinese
community
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Actual business progtess for the period January —
June 2002

Phoenix personnel participated in a number of
conferences and other public activities that enhanced the
Phoenix brand name.

Rather than establishing new bureaus overseas, Phoenix
has sent reporters to cover specific international issues as
they have arisen, such as the war in Afghanistan, the
independence of East Timor, and the official state visits
by senior Chinese leaders.

Due to the downturn of Internet business, the Group
has not made any investment in broadband business but
has continued to consolidating and improving its
existing website, www.phoenixtv.com.

The Group will continue to explore areas that will
complement and enhance our existing businesses.

Phoenix’s website, reaching an average number of
pageviewers of 5,000,000 per day, reinforces Phoenix as
an infotainment centre among the Chinese speaking
community.
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USE OF PROCEEDS

The Group raised approximately HK$732,588,000
upon the listing of the Company and approximately
HK$83,726,000 pursuant to the exercise of an over-
allotment option.

Comparison of the use of proceeds as stated in the
Prospectus with actual application

The use of proceeds as stated in the Prospectus

*  approximately HK$260 million for the
enhancement of the programme production
capability for Phoenix and its content development,
including the establishment of a production centre
in Shenzhen

*  approximately HK$185 million for the
development of new channels, including the North
America Channel, the InfoNews Channel and the

Cantonese Channel
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Application of proceeds from the initial share offer
on 30 June 2000 to 30 June 2002

e approximately HK$22 million for the acquisition
of facilities and equipment for the new production
centre in Shenzhen

e approximately HK$29 million for the deposit on

and part payment for the land use right in
Shenzhen

e approximately HK$54 million for capital

expenditure of the two new channels, namely
Phoenix InfoNews Channel and Phoenix North
America Chinese Channel

e approximately HK$313 million for operating
expenditure of the two new channels*
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The use of proceeds as stated in the Prospectus

* Note:

approximately HK$148 million for the
development of the www.phoenixtv.com website
into an “Infotainment” vertical Chinese portal,
aiming to capitalize on the synergies between
Phoenix’s television content and the Internet’s
capacity to distribute programming

approximately HK$37 million for the development
of the Groups magazine, the Phoenix Weekly, to be
distributed in the PRC

the balance of approximately HK$109 million for

strategic investments and additional general
working capital of Phoenix

Phoenix Group generated during the relevant periods.
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Application of proceeds from the initial share offer
on 30 June 2000 to 30 June 2002

e approximately HK$8 million for capital
expenditure of the website

e approximately HK$51 million for operating
expenditure of the website*

e approximately HK$30 million for operating
expenditure of Phoenix Weekly*

*  the remaining net proceeds have been deposited in
licensed banks in Hong Kong and will be used for
strategic investments and general working capital

Operating expenditures of the two new channels, the website and the magazine were partly financed by the income of the
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