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Conventions that Apply to this Annual Report on Form 20-F

In this annual report, unless otherwise indicated:

“ADSs” refers to our American depositary shares, each of which represents eight Class A ordinary shares and “ADRs” refers to the American
depositary receipts that may evidence our ADSs;

“affiliated consolidated entities” refer to Yifeng Lianhe (Beijing) Technology Co., Ltd., and Beijing Tianying Jiuzhou Network Technology

Co., Ltd., each of which is a PRC domestic company. Substantially all of our operations in China are conducted by our affiliated consolidated
entities, in which we do not own any equity interest, through our contractual arrangements. We operated an insignificant portion of our operations
through one other PRC domestic company, Beijing Chenhuan Technology Co., Ltd., in which we do not own any equity interest, through
contractual arrangements. We treat all of these three PRC domestic companies as variable interest entities and have consolidated their financial
results in our financial statements in accordance with generally accepted accounting principles in the United States, or U.S. GAAP, but Beijing
Chenhuan Technology Co., Ltd. does not constitute one of our “significant subsidiaries” as of the date of this annual report. As such, unless
otherwise specified herein, references to “affiliated consolidated entities” in this annual report include Yifeng Lianhe and Tianying Jiuzhou only;

“China” or “PRC” refers to the People’s Republic of China, excluding, for the purposes of this annual report on Form 20-F only, Taiwan, Hong
Kong and Macau;

“Class A ordinary shares” refer to our Class A ordinary shares, par value US$0.01 per share;

“Class B ordinary shares” refer to our Class B ordinary shares, par value US$0.01 per share, each of which shall be entitled to 1.3 votes on all matters
subject to shareholders’ vote;

“Fenghuang On-line” refers to Fenghuang On-line (Beijing) Information Technology Co., Ltd., a wholly foreign-owned PRC entity;
“ordinary shares” refer to our Class A ordinary shares and Class B ordinary shares, collectively;
“Phoenix TV” refers to Phoenix Satellite Television Holdings Limited;

“Phoenix TV (BVI)” refers to Phoenix Satellite Television (B.V.I) Holding Limited, a wholly owned direct subsidiary of Phoenix TV, which directly
owned 55.5% of our share capital as of March 31,2017.

“Phoenix TV Group” refers to Phoenix TV and its subsidiaries, not including our company.

“PRC subsidiaries” refer to Fenghuang On-line (Beijing) Information Technology Co., Ltd., Beijing Fenghuang Yutian Software Technology

Co., Ltd., Fenghuang Feiyang (Beijing) New Media Information Technology Co., Ltd., Beijing Fenghuang Borui Software Technology Co., Ltd. and
any other companies established in the PRC in which we hold direct or indirect certain equity interests and whose financial results are consolidated
into our financial statements in accordance with U.S. GAAP; and unless otherwise specified herein, references to “PRC subsidiaries” in this annual
report do not include the companies established in the PRC in which we do not hold directly or indirectly any equity interest but whose financial
results are consolidated into our financial statements as variable interest entities in accordance with U.S. GAAP.

“RMB” or “Renminbi” refers to the legal currency of China; “$”, “dollars”, “US$” and “U.S. dollars” refer to the legal currency of the United States;

“Tianying Jiuzhou” refers to Beijing Tianying Jiuzhou Network Technology Co., Ltd., a PRC domestic company and one of our affiliated
consolidated entities;
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we”, “us”,”our company”, “our” and “Phoenix New Media” refer to Phoenix New Media Limited, a Cayman Islands company and its predecessor
entities and subsidiaries, and, unless the context otherwise requires, our affiliated consolidated entities and their subsidiaries in China; and

“Yifeng Lianhe” refers to Yifeng Lianhe (Beijing) Technology Co., Ltd., a PRC domestic company and one of our affiliated consolidated entities.

This annual report contains statistical data that we obtained from various government and private publications, as well as a database issued by
Shanghai iResearch Co., Ltd, a third-party PRC consulting and market research firm focused on Internet media markets. We have not independently verified
the data in these reports and database. Statistical data in these publications also include projections based on a number of assumptions. If any one of the
assumptions underlying the statistical data turns out to be incorrect, actual results may differ from the projections based on these assumptions.

This annual report on Form 20-F includes our audited consolidated financial statements for the years ended December 31,2014,2015 and 2016, and as
of December 31,2015 and 2016.

Our ADSs are listed on the New York Stock Exchange under the symbol “FENG.”
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PART I

ITEM 1. IDENTITY OF DIRECTORS, SENIOR MANAGEMENT AND ADVISERS
Not required.

ITEM 2. OFFER STATISTICS AND EXPECTED TIMETABLE
Not required.

ITEM 3. KEY INFORMATION

A. Selected Financial Data

The selected consolidated financial data shown below should be read in conjunction with “Item 5. Operating and Financial Review and Prospects,” and
the financial statements and the notes to those statements included elsewhere in this annual report on Form 20-F. The selected consolidated statements of
comprehensive income data for the years ended December 31,2014,2015 and 2016 and the selected consolidated balance sheet data as of December 31,
2015 and 2016 have been derived from our audited consolidated financial statements, which are included elsewhere in this annual report on Form 20-F. The
selected consolidated statements of comprehensive income data for the years ended December 31,2012 and 2013 and the selected balance sheet data as of
December31,2012,2013 and 2014 have been derived from our audited financial statements not included in this annual report on Form 20-F. The historical
results are not necessarily indicative of results to be expected in any future period.

For the Years Ended December 31,
2012 2013 2014 2015 2016
RMB RMB RMB RMB RMB US$
(In thousands, except for number of shares and per share (or ADS) data)

Consolidated Statements of
Comprehensive Income Data

Revenues:
Net advertising revenues 610,160 863,737 1,190,158 1,226,516 1,232,210 177,475
Paid services revenues 500,844 560,738 447,702 382,680 212,697 30,635
Total revenues 1,111,004 1,424,475 1,637,860 1,609,196 1,444,907 208,110
Cost of revenues (1) (631,299) (696,355) (781,632) (829,386) (726,807) (104,682)
Gross profit 479,705 728,120 856,228 779,810 718,100 103,428
Operating expenses (1) :
Sales and marketing expenses (197,038) (273,399) (330,777) (346,133) (339,171) (48,851)
General and administrative expenses (106,736) (97,849) (137,818) (183,989) (181,677) (26,167)
Technology and product development

expenses (91,292) (108,683) (149,996) (170,714) (161,880) (23,316)
Total operating expenses (395,066) (479,931) (618,591) (700,836) (682,728) (98,334)
Income from operations 84,639 248,189 237,637 78,974 35,372 5,094
Other income 39,697 67,422 72,859 18,928 56,937 8,200
Income before tax 124,336 315,611 310,496 97,902 92,309 13,294
Income tax expense (16,977) (37,588) (48,377) (25,517) (14,089) (2,029)
Net income 107,359 278,023 262,119 72,385 78,220 11,265
Net loss attributable to noncontrolling

interests — 1,531 972 1,199 2,391 344
Net income attributable to Phoenix New

Media Limited 107,359 279,554 263,091 73,584 80,611 11,609
Net income attributable to ordinary

shareholders 107,359 279,554 263,091 73,584 80,611 11,609
Net income 107,359 278,023 262,119 72,385 78,220 11,265

Other comprehensive income, net of tax:

fair value remeasurement for available-

for-sale investments — — 40,283 15,869 247,336 35,624
Other comprehensive (loss)/income, net of

tax: foreign currency translation

adjustment (1,979) (23,179) 4,503 22,813 27,669 3,985
Comprehensive income 105,380 254,844 306,905 111,067 353,225 50,874
Comprehensive loss attributable to

noncontrolling interests — 1,531 972 1,199 2,391 344
Comprehensive income attributable to

Phoenix New Media Limited 105,380 256,375 307,877 112,266 355,616 51,218
Net income attributable to ordinary

shares 107,359 279,554 263,091 73,584 80,611 11,609

Net income per Class A and Class B
ordinary share:

Basic 0.17 0.46 0.44 0.13 0.14 0.02

Diluted 0.17 0.45 043 0.13 0.14 0.02
Net income per ADS (1 ADS represents 8

Class A ordinary shares):

Basic 1.38 3.69 3.52 1.03 1.12 0.16

Diluted 1.33 3.59 342 1.01 1.12 0.16



Weighted average number of Class A and
Class B ordinary shares used in
computing net income per share:

Basic 624,010,270 605,988,397
Diluted 643,748,146 622,420,459
Note:

(1) Includes share-based compensation as follows:

597,616,623
614,620,110

571,247,723
580,785,256

573,521,536
577,037,906

573,521,536
577,037,906
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Allocation of share-based compensation:
Cost of revenues
Sales and marketing expenses
General and administrative expenses
Technology and product development

expenses

Total share-based compensation included
in cost of revenues and operating
expenses

For the Years Ended December 31,

2012 2013 2014 2015 2016
RMB RMB RMB RMB RMB US$
(In thousands)

958 7,293 16,295 6,335 (4,367) (629)
1,423 3,922 10,200 3,043 (2,842) (409)
4,085 3,662 20,927 21,836 11,025 1,588

293 1,846 5,759 3,140 (1,926) 277)
6,759 16,723 53,181 34,354 1,890 273
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As of December 31,
2012 2013 2014 2015 2016
RMB RMB RMB RMB RMB US$
(In thousands)

Consolidated Balance Sheet Data

Cash and cash equivalents 916,169 845,138 1,285,847 310,669 202,694 29,194
Term deposits and short term investments 235,000 556,672 40,000 769,681 781,298 112,530
Accounts receivable, net 280,987 353,379 493,569 506,351 405,033 58,337
Total current assets 1,556,028 1,941,037 2,062,908 1,930,915 2,122,692 305,731
Total assets 1,681,167 2,056,760 2,326,830 2,567,206 3,168,542 456,365
Current liabilities 306,831 469,494 591,993 742,840 983,079 141,592
Total liabilities 314,827 481,725 610,172 762,520 1,006,114 144,910
Total shareholders’ equity 1,366,340 1,575,035 1,716,658 1,804,686 2,162,428 311,455
For the Years Ended December 31,
2012 2013 2014 2015 2016
RMB RMB RMB RMB RMB US$
(In thousands)
Non-GAAP gross profit (2) 480,663 735,413 872,523 786,145 713,733 102,799
Non-GAAP income from operations (2) 91,398 264,912 290,818 113,328 37,262 5,367
Non-GAAP adjusted net income
attributable to Phoenix New Media
Limited (3) 114,118 296,277 305,150 145,156 84,277 12,138

Notes:

(2) Non-GAAP gross profit and non-GAAP income from operations are both non-GAAP financial measures. Non-GAAP gross profit is gross profit excluding
share-based compensation. Non-GAAP income from operations is income from operations excluding share-based compensation.

(3) We define non-GAAP adjusted net income attributable to Phoenix New Media Limited as net income attributable to Phoenix New Media Limited
excluding share-based compensation, loss from equity investments including impairments, gain on disposal of subsidiaries and acquisition of equity
investments, and gain on disposal of an equity investment and acquisition of available-for-sale investments.

We believe the separate analysis and exclusion of the following non-GAAP to GAAP reconciling items add clarity to the constituent parts of our
performances. We review non-GAAP gross profit, non-GAAP income from operations and non-GAAP adjusted net income attributable to Phoenix New Media
Limited together with gross profit, income from operations and net income attributable to Phoenix New Media Limited to obtain a better understanding of
our operating performance. We use these non-GAAP financial measures for planning and forecasting and measuring results against the forecast. Using these
non-GAAP financial measures to evaluate our business allows us and our investors to assess our relative performance against our competitors and ultimately
monitor our capacity to generate returns for our investors. We also believe it is useful supplemental information for investors and analysts to assess our
operating performance without the effect of items like share-based compensation, loss from equity investments including impairments, which have been and
will continue to be significant recurring items, and without the effect of gain on disposal of subsidiaries and acquisition of equity investments, and gain on
disposal of an equity investment and acquisition of available-for-sale investments, which have been significant and one-time items. However, the use of non-
GAAP gross profit, non-GAAP income from operations and non-GAAP adjusted net income attributable to Phoenix New Media Limited has material
limitations as an analytical tool. One of the limitations of using non-GAAP gross profit, non-GAAP income from operations and non-GAAP adjusted net
income attributable to Phoenix New Media Limited is that they do not include all items that impact our gross profit, income from operations and net income
attributable to Phoenix New Media Limited for the period. In addition, because non-GAAP gross profit, non-GAAP income from operations and non-GAAP
adjusted net income attributable to Phoenix New Media Limited are not calculated in the same manner by all companies, they may not be comparable to
other similar titled measures used by other companies. In light of the foregoing limitations, you should not consider non-GAAP gross profit, non-GAAP
income from operations and non-GAAP adjusted net income attributable to Phoenix New Media Limited in isolation from or as an alternative to gross profit,
income from operations and net income attributable to Phoenix New Media Limited prepared in accordance with U.S. GAAP.

Non-GAAP to GAAP reconciling items have no income tax effect.

Our non-GAAP gross profit, non-GAAP income from operations and non-GAAP adjusted net income attributable to Phoenix New Media Limited are
calculated as follows for the years presented:

For the Years Ended December 31,

2012 2013 2014 2015 2016
RMB RMB RMB RMB RMB US$
(In thousands)
Gross Profit 479,705 728,120 856,228 779,810 718,100 103,428
Excluding:

Share-based compensation 958 7,293 16,295 6,335 (4,367) (629)
Non-GAAP gross profit 480,663 735,413 872,523 786,145 713,733 102,799
Income from operations 84,639 248,189 237,637 78,974 35372 5,094
Excluding:

Share-based compensation 6,759 16,723 53,181 34354 1,890 273

Non-GAAP income from operations 91,398 264912 290,818 113,328 37,262 5,367




Net income attributable to Phoenix New
Media Limited
Excluding:
Share-based compensation
Loss from equity investments including
impairments
Gain on disposal of subsidiaries and
acquisition of equity investments
Gain on disposal of an equity
investment and acquisition of
available-for-sale investments
Non-GAAP adjusted net income
attributable to Phoenix New Media
Limited

107,359 279,554 263,091 73,584 80,611 11,609
6,759 16,723 53,181 34,354 1,890 273
18,538 41,861 1,776 256

(29,660) —

— — (4.,643)
114,118 296,277 305,150 145,156 84,277 12,138
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Currency Translation and Exchange Rates

We have translated certain Renminbi, or RMB, amounts included in this annual report on Form 20-F into U.S. dollars for the convenience of the
readers. The rate we used for the translations was RMB6.9430 = US$1.00, which was the noon buying rate on December 30,2016 in New York for cable
transfers in Renminbi as set forth in the H.10 weekly statistical release of the Federal Reserve Board. The translation does not mean that RMB could actually

be converted into U.S. dollars at that rate. The following table shows the noon buying rate for RMB express in RMB per US$1.00.

Noon Buying Rate

Period Period End Average Low High
(RMB per US$1.00)

2012 6.2301 6.2990 6.3879 6.2221
2013 6.0537 6.1412 6.2438 6.0537
2014 6.2046 6.1704 6.2591 6.0402
2015 6.4778 6.2827 6.4896 6.1870
2016 6.9430 6.6400 6.9580 6.4480
October 6.7735 6.7303 6.7819 6.6685
November 6.8837 6.8402 6.9195 6.7534
December 6.9430 6.9198 6.9580 6.8771
2017
January 6.8768 6.8907 6.9575 6.8360
February 6.8665 6.8694 6.8821 6.8517
March 6.8832 6.8940 6.9132 6.8687
April (through April 21,2017) 6.8845 6.8871 6.8988 6.8778
(1) Annual averages are calculated from month-end rates. Monthly averages are calculated using the average of the daily rates during the relevant

period.
B. Capitalization and Indebtedness

Not required.

C. Reasons for the Offer and Use of Proceeds
Not required.

D. Risk Factors

Risks Relating to Our Business and Industry

Due to the rapidly evolving market in which we operate, our historical results may not be indicative of our future performance and there can be no
assurance that we will be able to meet internal or external expectations of future performance.

Our Internet media convergence business model is new in China, where the internet industry is rapidly evolving and new products, new business
models and new players emerge on a regular basis, and we may not be able to achieve results or growth in future periods as we did in past periods. Due to the
rapidly evolving market in which we operate, our historical year-over-year and quarter-over-quarter trends may not provide an accurate or reliable indication
of our future performance. For certain lines of our business, we have experienced high growth rates in the past and there may be expectations that these
growth rates will continue. For other lines of our business, we have experienced declining trends. Our ability to achieve and maintain profitability depends
on, among other factors, the growth of the Internet advertising market and mobile Internet services industry in China, our ability to maintain cooperative
relationships with Phoenix TV and mobile operators, our ability to control our costs and expenses and the continued relevance and usage of our various paid
services. We may not be able to achieve or sustain profitability on a quarterly or annual basis. Accordingly, our historical growth rates may not be indicative
of our future performance. In addition, our online advertising business may suffer from price competition from other online advertising companies. We may
have to reduce our profit margins or operate at a loss in order to adequately fund critical innovations that we believe will create value for our company and
strengthen our market position over the long term. In the past our operating results have failed to meet expectations of industry analysts and investors, and
our future operating results may also fail to meet such expectations. There can be no assurance that we will be able to meet internal or external expectations
of future performance, and our share price may decline as a result of any failure to meet such expectations.
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We expect to continue to rely on advertising to drive a significant portion of our future revenues, and if we fail to retain existing advertisers or attract new
advertisers for our advertising services, our business, operating results and growth prospects could be materially affected.

In2014,2015, and 2016, we generated 72.7%, 76.2% and 85.3% of our total revenues from advertising services, respectively. Going forward, we expect
our net advertising revenues to contribute an increasing portion of our total revenues. Our ability to generate and maintain substantial advertising revenues
will depend on a number of factors, many of which are ultimately beyond our control, including but not limited to:

e the acceptance of online (including mobile and PC-based) advertising as an effective way for advertisers to market their businesses;
e the maintenance and enhancement of our brand;

e the development of independent and reliable means of measuring online traffic and verifying the effectiveness of our online advertising
services;

e the development and retention of a large user base with attractive demographics for advertisers; and

e ourability to have continued success with innovative advertising services.

Our advertisers may choose to reduce or discontinue their business with us if they believe their advertising spending has not generated or would not
generate enough sales to end customers or has not improved or would not effectively improve their brand recognition. In addition, certain technologies could
potentially be developed and applied to block the display of our online advertisements and other marketing products on our website or mobile applications,
which may in turn cause us to lose advertisers and adversely affect our operating results. Moreover, changes in government policies could restrict or curtail
our online advertising services. Failure to retain our existing advertisers or attract new advertisers for our advertising services could seriously harm our
business, operating results and growth prospects.

We may not be successful in growing our mobile Internet related business and our revenue growth could be negatively impacted.

Mobile Internet services and applications, is an emerging market in China. The growth of this market and the level of demand and market acceptance of
our services are subject to many uncertainties. The development of this market and our ability to derive revenues from this market depends on a number of
factors, some of which are beyond our control, including but not limited to:

. the growth rate of mobile Internet industry in China;

. changes in consumer demographics and preferences;

. development in mobile device platform technologies and mobile Internet distribution channels; and

. potential competition from more established companies that decide to enter the mobile Internet market.

We rely in part on application marketplaces, Internet search engines, navigation sites and web browsers to drive traffic to our platform and website, and if
we fail to appear near the top of such search results or rankings, traffic to our platform and website could decline and our business and operating results
could be adversely affected

We rely on application marketplaces, such as Apple’s iOS App Store, and other handset manufactures’ Android App Store, to drive downloads of
mobile applications of our products, including ifeng News, ifeng Video, digital reading application, etc. In the future, iOS App Store, Android stores or other
operators of application marketplaces may make changes to their marketplaces which could hinder or impede access to our products and services. We also
depend in part on Internet search engines, navigation sites and web browsers, such as Baidu, Sougou, Hao123, Ha0360, UC Browser, 360 Browser and
Cheetah Browser, to drive traffic to our website. For example, when a user types an inquiry into a search engine, we rely on a high organic search result
ranking of our webpages in these search results to refer users to our website. However, our ability to maintain high organic search result rankings is not totally
within our control. Our competitors’ search engine optimization, or SEO, efforts may result in their websites receiving a higher search result page ranking
than ours, or Internet search engines could revise their methodologies in a way that would adversely affect our search result rankings. If Internet search
engines modify their search algorithms or other methodologies in ways that are detrimental to us, or if our competitors” SEO efforts are more successful than
ours, the growth in our user base could be adversely affected. In addition, navigation websites or web browsers might reduce the recommendation of our
products for various reasons from time to time. Any reduction in the number of users directed to our mobile applications or website through application
marketplaces, Internet search engines, navigation sites or web browsers could harm our business and operating results.

If we are unable to successfully expand our mobile platform and increase our mobile advertising revenue, our business, operating results and growth
prospects could be materially affected.

Use of mobile devices for consumption of news and other media content by consumers in China has been increasing rapidly in recent years. This shift
towards mobile has brought with it both challenges and opportunities. We encountered weaker demand for PC-based advertising in 2015 and 2016 but
achieved year-over-year growth in mobile advertising revenues during the same period. We see mobile devices as the primary gateway for news consumption
going forward and our ability to maintain and increase our mobile advertising revenues will be critical to our future business prospects. While we are taking
measures to expand our user base across our various mobile applications, optimize our targeting technology and integrate next-generation high-efficiency
advertising solutions, there can be no assurance that these measures will be effective. User preferences and behaviors on mobile devices are rapidly evolving
and we may not be able to successfully adapt to these changes. The variety of technical and other configurations across different mobile devices, platforms
and applications also increases the challenges associated with our mobile expansion. Although our operating expenses decreased 2.6% from RMB700.8
million in 2015 to RMB682.7 million in 2016, the expenses associated with mobile traffic acquisition have increased significantly. Our mobile traffic
acquisition expenses may continue to increase in the future which will adversely impact our financial results. If we cannot successfully grow our user base
and capitalize on emerging monetization opportunities on mobile devices, we may not be able to maintain or grow our advertising revenues, which could
materially and adversely affect our operating results and growth prospects.




Table of Contents

Yidian Zixun is one of our most important investments in our mobile strategy. If we are unable to successfully realize the anticipated benefits from this
investment or lose our option to consolidate Particle Inc. in the future, our mobile strategy and growth prospects could be materially affected.

As part of our strategy to expand our mobile platform, we have made substantial investments in Particle Inc., or Particle, in the form of investments and
loans. Particle operates Yidian Zixun (— g5 57 1fl), or Yidian, a personalized news and life-style information application in China that allows users to define
and explore desired content on their mobile devices. As of the date hereof, we held Series B, Series C and Series D1 convertible redeemable preferred shares of
Particle, which had been accounted for as available-for-sale investments, representing an aggregate of approximately 44.2% equity interest of Particle on an
as-if converted basis. The fair value of our available-for-sale investments in Particle was US$135.3 million as of December 31,2016. As of the date hereof, we
also had three outstanding unsecured short-term loans to Particle, including (i) a convertible loan with a principal amount of US$14.8 million at an interest
rate 0f 4.35% per annum due in August 2017, which can be converted into Series D1 convertible redeemable preferred shares of Particle at a conversion price
0of US$1.071803 per share; (ii) a loan with the principal amount of approximately US$6.8 million at an interest rate 0f 9% per annum due in November 2017,
and (iii) a loan with the principal amount of RMB74.0 million at an interest rate of 9% per annum due in January 2018. While we do not have control over,
and therefore do not consolidate Particle, we may consolidate Particle as a subsidiary once Yidian’s user base reaches a certain level. We have also been
collaborating closely with Particle in executing our mobile strategy. As such, if Yidian fails to grow its user base and expand its business, our efforts to
expand our mobile platform may be materially and adversely affected, we may not be able to realize anticipated benefits from consolidating Particle as a
subsidiary, and we may lose our entire investments in Particle. In addition, as Particle has engaged and may continue to engage in additional onshore and
offshore financing activities, as additional investors are brought in as new shareholders of Particle or any of its principal subsidiaries or affiliated
consolidated entity, and as certain special rights are granted to some of these new shareholders, our equity interest in Particle may be diluted, we may not be
able to consolidate Particle as a subsidiary, and Particle may lose its right to consolidate its current consolidated affiliated entity. Any of'the above could
have a material adverse effect on our business, financial condition and operating results.

News feed advertising is becoming an important mobile advertising format in China. If we are unable to successfully develop our news feed advertising
solution and adapt to new changes in advertising formats and trends, our mobile advertising revenues and growth may be materially and adversely
affected.

News feed advertising is the practice of constantly updating lists of advertisements alongside news and information. It effectively helps mobile
applications enlarge their advertising inventory by inserting advertisements into the flow of content, while improving the user experience based on native
appearance and contextual relevance, implying greater monetization potential. We expect news feed advertising to maintain strong growth momentum and
become an increasingly important mobile advertising format in China. While we had developed and added news feed advertising into our ifeng News
application and our mobile website in late 2016, we are facing an increasingly competitive environment. For example, several mobile applications of other
companies, such as Jinri Toutiao, Tiantian Kuaibao and QQ news (Tencent), UC Toutiao (Alibaba) and Baidu app, are all competing in news feed advertising.
If we are unable to successfully develop our news feed advertising solution and deliver better return on investment, or ROI, to our advertising clients, our
future mobile advertising revenues may be materially and adversely affected. Except for news feed advertising, we believe that more types of innovative
mobile advertising formats may emerge in the future. If we are unable to swiftly develop and adapt to new changes in advertising formats and trends, our
mobile advertising revenues may be materially and adversely affected.

Any failure to retain large advertising agencies or attract new agencies on reasonable terms could materially and adversely affect our business. If
advertising agencies demand higher service fees, our gross margin may be negatively affected.

Approximately 74.3%, 73.4% and 66.4% of our net advertising revenues in China were derived from advertising agencies in 2014,2015 and 2016,
respectively. We primarily serve our advertisers through advertising agencies and rely on these agencies for sourcing our advertisers and collecting
advertising revenue. In consideration for these agencies’ services, the agencies earn advertising agency service fees which are deducted from our gross
advertising revenues. While advertising agencies in China commonly increase their agency service fees on a sliding scale basis along with increased volume
of business, if our agency service fees increase at a materially disproportional rate relative to our gross advertising revenues, our operating results may be
negatively affected. We do not have long-term or exclusive arrangements with these agencies, and we cannot assure you that we will continue to maintain
favorable relationships with them. If we fail to maintain favorable relationships with large advertising agencies or attract additional agencies, we may not be
able to retain existing advertisers or attract new advertisers and our business and operating results could be materially and adversely affected.

Over the years, there has been some consolidation among advertising agencies in China. If the consolidation trend continues and the market is
effectively controlled by a small number of large advertising agencies, such advertising agencies may be in a position to demand higher advertising agency
service fees based on increased bargaining power, which could reduce our net advertising revenues.

Ifwe fail to continue to anticipate user preferences and provide high quality content that attracts and retains users, we may not be able to generate
sufficient user traffic to remain competitive.

Our success depends on our ability to generate sufficient user traffic through the provision of attractive content. If we are not able to license popular
premium content at commercially reasonable terms, if our desired premium content becomes exclusive to our competitors, or if we do not continue to possess
the license and priority over any third party to broadcast Phoenix TV’s content, the attractiveness of our offerings to users may be severely impaired. We also
produce content in-house, and intend to continue to invest resources in producing original content. If we are unable to continue to procure premium and
distinctive licensed content or produce in-house content that meets users’ tastes and preferences, we may lose users, and our operating results may suffer. In
addition, we rely on our team of skilled editors to edit and repackage our sourced content in a timely and professional manner for our users and any
deterioration in our editing team’s capabilities or losses in personnel may materially and adversely affect our operating results. If our content fails to cater to
the needs and preferences of our users, we may suffer from reduced user traffic and our business and operating results may be materially and adversely
affected.




Table of Contents
We may experience continued decline in demand for our MVAS business and any expected economic benefits from this business may not be realized.

In2014,2015 and 2016, revenues from our mobile value-added services, or MVAS, accounted for 20.6%, 18.2% and 8.1%, respectively, of our total
revenues, due to lower demand from mobile users. For more information about our MVAS, see “Item 4. Information of the Company — B. Business Overview
— Our Channels —Our Operations with the Telecom Operators.” In addition, we cannot assure you that we will be successful in developing our MVAS
business, which will depend, among other things, on our ability to:

e respond to market developments, including the development of new channels and technologies, and changes in pricing and distribution
models;

e maintain and diversify our distribution channels, including through our own mobile Internet site, the platforms of China Mobile
Communications Corporation, or China Mobile, and the other Chinese mobile operators, mobile device manufacturers and mobile application
stores;

e develop new high quality MVAS that can achieve significant market acceptance, and improve our existing MVAS in a timely manner to
extend their life spans and to maintain their competitiveness in the Chinese mobile market;

e develop and upgrade our technologies; and

e cxecute our MVAS business and marketing strategies successfully.

Due to the uncertainties of our MVAS business and the MVAS industry in China generally, our MVAS will contribute less to our future revenues. Any
failure to successfully develop this business could have a negative impact on our business, financial condition and operating results.

If we fail to successfully develop and introduce new products and services to meet the preferences of users, our competitive position and ability to generate
revenues could be harmed.

The preferences of viewers are continuously evolving and we must continue to develop new products and services. If we fail to react to changes in user
preferences in a timely manner or fall behind our competitors in providing innovative products and services, we may lose user traffic, which would negatively
affect our operating results. In addition, the planned timing or introduction of new products and services is subject to risks and uncertainties. Actual timing
may differ materially from original plans. Unexpected technical, operational, distribution or other problems could delay or prevent the introduction of one or
more of our new products or services. Moreover, we cannot assure you that our new products and services will achieve widespread market acceptance or
generate incremental revenues. At the same time, other new media providers may be more successful in developing more attractive products and services. If
our efforts to develop market and sell new products and services to the market are not successful, our financial position, operating results and cash flows
could be materially adversely affected, the price of our ordinary shares could decline and you could lose part or all of your investment.

As devices other than personal computers, such as mobile phones, tablets and other Internet-enabled mobile devices, are increasingly used to access the
Internet, we have to develop products and applications for such devices if we are to maintain or increase our market share and revenues, and we may not
be successful in doing so.

Devices other than personal computers, such as mobile phones, tablets, wearable devices and other Internet-enabled mobile devices, are used
increasingly in China and in overseas markets to access the Internet. We believe that, for our business to be successful, we will need to design, develop,
promote and operate new products and applications that will be compatible with such devices and attractive to users. The design and development of new
products and applications may not be successful. We may encounter difficulties with the development and installation of such new products and applications
for mobile devices, and such products and applications may not function smoothly. As new devices are released or updated, we may encounter difficulties in
developing and upgrading our products or applications for use on mobile devices and we may need to devote significant resources to the creation, support
and maintenance of such products or applications for mobile devices, and we may not be successful in doing so. If these efforts are unsuccessful and we are
thereby unable to maintain or increase our market share and revenues, our business, operating results and growth prospects could be materially and adversely
affected.

We operate in highly competitive markets and we may not be able to compete successfully against our competitors.

We face significant competition in the new media industry in China, including competition from major Internet portals, mobile news and information
application operators, Internet video companies, online video sites of major TV broadcasters, interactive and social network service providers, online and
mobile gaming companies, mobile Internet services providers and other companies with strong media, online video and paid services businesses. Some of our
competitors have longer operating histories and significantly greater financial resources than we do, which may allow them to attract and retain more users
and advertisers. Our competitors may compete with us in a variety of ways, including by obtaining exclusive online distribution rights for popular content,
conducting more aggressive brand promotions and other marketing activities and making acquisitions to increase their user bases. If any of our competitors
achieves greater market acceptance or are able to offer more attractive online content, interactive services or paid services than us, our user traffic and our
market share may decrease, which may result in a loss of advertisers and have a material and adverse effect on our business, financial condition and operating
results. We also face competition from traditional advertising media such as television, newspapers, magazines, billboards and radio.
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We have contracted with third-party content providers and we may lose users and revenues if these relationships deteriorate or arrangements are
terminated. If third-party content providers increase their content licensing fees, our operating results may be negatively affected.

We have relied and will continue to rely mostly on third parties for the content we distribute across our channels. If these parties fail to develop and
maintain high-quality and engaging content or raise their licensing fees, or if a large number of our existing relationships are terminated, we could lose users
and advertisers and our brand could be materially harmed. License fees for third-party content showed an increasing trend in 2016. If such license fees
continue to increase significantly in the future, our income from operations may be negatively affected. In addition, the Chinese government has the ability
to restrict or prevent state-owned media from cooperating with us in providing certain content to us, which, if exercised, would result in a significant decrease
in the amount of content we are able to source for our website and negatively impact our operating results.

We may not be able to continue to receive the same level of support from Phoenix TV Group in the future. We could lose our license and priority over any
third party to broadcast Phoenix TV Group’s content, which would have an adverse effect on our paid services business, and would also negatively affect
our video advertising business. Together, these impacts could have an adverse effect on our business and operating results.

Phoenix TV, our majority shareholder, is a leading global Chinese language TV network broadcasting premium content globally and into China. In
November 2009, our PRC subsidiary, Fenghuang On-line, entered into a cooperation agreement with Phoenix TV, or the Phoenix TV Cooperation
Agreement, under which Fenghuang On-line and Phoenix TV agreed to certain cooperative arrangements in the areas of content, branding, promotion and
technology. Pursuant to the Phoenix TV Cooperation Agreement, in November 2009 each of our affiliated consolidated entities entered into a program
content license agreement, or Content License Agreement, with Phoenix Satellite Television Company Limited and a trademark license agreement, or
Trademark License Agreement, with Phoenix Satellite Television Trademark Limited. Considering the significant growth and changes in our business since
execution of these agreements in 2009, we and Phoenix TV Group entered into a new set of agreements in May 2016, or the New Agreements, to amend and
replace the previous agreements and provide the terms of our continued cooperation. The New Agreements include Program Resource License Agreements
and Program Text/Graphics Resource License Agreements, or the Program License Agreements, between Phoenix Satellite Television Company Limited and
each of Tianying Jiuzhou, Yifeng Lianhe and another subsidiary of us, and a Third Supplemental Agreement to the Trademark License Agreement by and
among Phoenix Satellite Television Trademark Limited and both Tianying Jiuzhou and Yifeng Lianhe. Unlike the previous agreements, the New Agreements
do not grant us the right to sublicense Phoenix TV Group’s copyrighted content to third parties. While we are in the process of negotiating with Phoenix TV
Group to potentially re-acquire such right of sublicense, we cannot assure you that we will be able to re-acquire such right at reasonable costs or at all.

We benefit from the license with priority over any third party granted to Tianying Jiuzhou, Yifeng Lianhe and the another subsidiary of us by Phoenix
Satellite Television Company Limited, a wholly owned subsidiary of Phoenix TV, to broadcast Phoenix TV Group’s copyrighted content from three
television channels of Phoenix TV Group on ifeng.com (our main Internet channel), i.ifeng.com (a mobile Internet channel of ours), and ifeng News, ifeng
Video and ifeng VIP (three mobile applications of ours) in China (excluding Hong Kong, Macau and Taiwan) concurrently with such content broadcasted on
the three television channels of Phoenix TV Group, pursuant to the Program License Agreements. This license with priority helps to distinguish our content
offerings from those of other Internet and new media companies in China. The fees payable to Phoenix TV Group by us for all content licenses described
above will be RMB10.0 million for the first year of the agreements, which will incrementally increase by 15% for each subsequent year of the agreements.
Each ofthe parties to the Program License Agreements has the right to terminate the Program License Agreements before their expiration date by 6-month
prior written notice to the other party. In addition, each of the Program License Agreements can be terminated earlier (i) by the non-breaching party in the
event of a breach and if the breach is not cured within ten business days after receipt of notice of breach from the non-breaching party, (ii) in the event of
bankruptcy or the cessation of business operations of either party, or a change in the shareholder or equity structure of the relevant affiliated consolidated
entity, other than in connection with the contractual arrangements, (iii) by Phoenix Satellite Television Company Limited in the event that our shareholders
or ownership structure change so that the shares held by Phoenix TV Group account for 50% or less of our actual total issued shares, or in the event that we
lose control of Tianying Jiuzhou, Yifeng Lianhe or the another subsidiary of us; or if Tianying Jiuzhou, Yifeng Lianhe or the another subsidiary of us, as
applicable, ceases its business operation; (iv) if either party’s performance of its obligations is held unlawful under PRC law; or (v) if an event occurs that
adversely affects the performance by either party of its obligations and upon written notice by the unaffected party. The Program License Agreements will,
unless extended further, expire on May 26,2019. If the existing agreements expire and we cannot reach new agreements with Phoenix TV Group before the
expiration, we may not be able to obtain rights to use Phoenix TV Group’s content on our platform on commercially reasonable terms, with any priority or at
all, which would have an effect on our paid services business, and may also negatively affect our video advertising business. Together, these impacts could
have a material and adverse effect on our business, operating results and financial condition.

In addition, our affiliated consolidated entities are able to use certain of Phoenix TV Group’s logos pursuant to the Trademark License Agreements. We
believe that our use of these logos helps to affiliate us with the brand of Phoenix TV, which helps to enhance our own brand. Tianying Jiuzhou and Yifeng
Lianhe are obligated to pay annual license fees of US$7,000 and US$3,000, respectively, under the Trademark License Agreements, which fees are not
subject to adjustment and may be waived at the discretion of Phoenix TV Group. Each of these agreements may be terminated earlier (i) by agreement of both
parties in writing or (ii) by the non-breaching party in the event of a material breach by the other party of any covenant or a material failure by such party to
perform any of'its obligation and if the breach or failure, as applicable, is not rectified within ten days of receipt of written notice from the non-breaching
party. Pursuant to the Third Supplemental Agreement to the Trademark License Agreements by and among Phoenix Satellite Television Trademark Limited
and both Tianying Jiuzhou and Yifeng Lianhe, the Trademark License Agreements were extended until the earlier of (i) two months after the effective date of
Phoenix TV’s trademark licensing policy and (ii) such time as we and Phoenix Satellite Television Trademark Limited enter into new trademark license
agreements in accordance with Phoenix TV’s trademark licensing policy. If we and Phoenix Satellite Television Trademark Limited fail to enter into any new
trademark license agreements within two months after the effective date of Phoenix TV’s trademark licensing policy for any reason, or if the new trademark
license agreements are not as favorable to us as the existing Trademark License Agreements, our business and operating results may be adversely affected. We
cannot assure you that we will be able to continue to use Phoenix TV Group’s logos in order to help maintain our brand affiliation with Phoenix TV. If our
brand image deteriorates as a result of a weaker brand affiliation with Phoenix TV Group, our business and the price of your ADSs could be negatively
affected.
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On March 18,2015, the State Administration of Taxation issued the Circular on Enterprise Income Tax Issues concerning Disbursement of Expenses by
Enterprises to Overseas Related Parties, or SAT Circular 16, pursuant to which an enterprise, when making payments of fees to a related party overseas, shall
abide by the arm’s length principle and provide, as required by the competent tax authority, the contract or agreement that it has entered into with such
related party, as well as relevant materials proving that such transaction is real and in compliance with the arm’s length principle. SAT Circular 16 further lists
several payment scenarios which are in contravention of the arm’s length principle, including: (i) payments made to a related party that has not performed its
functions, assumed any risks or engaged in any substantial business activities; (ii) payments of service fees made to a related party for its provision of services
that cannot bring direct or indirect economic benefits to the payer; and (iii) payments of royalties made to a related party which merely owns the legal title to
the relevant intangible assets that have not contributed to the payer’s creation of values. Where such transaction is deemed to have failed to accord with the
arm’s length principle, the competent tax authority has the right to make taxation adjustments within ten years after the taxable year when the transaction is
conducted. According to SAT Circular 16, payments made by our PRC sub