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The Directors submit their report together with the audited accounts
of Phoenix Satellite Television Holdings Limited (the “Company”)
and its subsidiaries (collectively the “Group” or “Phoenix Group”) for
the year ended 30 June 2002.

PRINCIPAL ACTIVITIES AND
OPERATIONS

The principal activity of the Company is investment holding.
The activities of its subsidiaries are set out in note 13 to the accounts.

An analysis of the Group’s performance for the year by business and
geographical segments is set out in note 3 to the accounts.

RESULTS AND APPROPRIATIONS

The results of the Group for the year are set out in the consolidated
profit and loss account on page 36.

RESERVES

Movements in reserves of the Group and of the Company during the
year are set out in note 21 to the accounts.

DONATIONS

Charitable donations made by the Group during the year amounted
to approximately HK$98,000 (2001: HK$21,000).

FIXED ASSETS

Details of movements in fixed assets of the Group are set out in note
10 to the accounts.

SHARE CAPITAL AND SHARE OPTIONS
Details of the movements in share capital and share options of the
Company are set out in note 19 and note 20 respectively to the
accounts.

DISTRIBUTABLE RESERVES

Distributable reserves of the Company as at 30 June 2002, calculated
under the Companies Law (Revised) of the Cayman Islands,
amounted to approximately HK$830,969,000 (2001:
HK$829,056,000).

FIVE YEAR FINANCIAL SUMMARY

A summary of the results and of the assets and liabilities of the Group
for the last five financial years is set out on pages 138 to 139.
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DIRECTORS

The Directors during the year were:

Executive Directors:
LIU, Changle

(Alternate Director to CHUI, Keung)
CHUI, Keung

(Alternate Director to LIU, Changle)

Non-executive Directors:
MURDOCH, James Rupert
CHURCHILL, Bruce Barrett
(Alternate Director to LAU, Yu Leung John and CHEUNG,
Chun On Daniel)
LAU, Yu Leung John
(Alternate Director to MURDOCH, James Rupert,
CHURCHILL, Bruce Barrett and CHEUNG, Chun On
Daniel)
CHEUNG, Chun On Daniel
(Alternate Director to MURDOCH, James Rupert,
CHURCHILL, Bruce Barrett and LAU, Yu Leung John)
XU, Gang
CHEUNG, San Ping
(Alternate Director to LIU, Changle and CHUI, Keung)

Independent Non-executive Directors:
LO, Ka Shui
KUOK, Khoon Ean

Alternate Director:

GONG, Jianzhong  (Alternate Director to XU, Gang)

In accordance with the Articles of Association of the Company,

MURDOCH, James Rupert, LO, Ka Shui and KUOK, Khoon Ean,
who have been longest in office, will retire and, being eligible, offer

themselves for re-election at the forthcoming Annual General
Meeting of the Company.
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DIRECTORS’ SERVICE CONTRACTS

Each of the Executive Directors of the Company has entered into a
service contract with the Company commencing from 30 June 2000.
The term of each agreement will be for a term of three years
commencing from 30 June 2000 and thereafter may be terminated
by either party giving to the other not less than three months” written
notice.

Save as disclosed above, none of the Directors who are proposed for
re-election at the forthcoming Annual General Meeting has a service
contract with the Company which is not terminable by the
employing company within one year without payment of
compensation other than statutory compensation.

The terms of office of each of the Executive Directors, Non-
Executive Directors and Independent Non-executive Directors are
subject to retirement by rotation in accordance with the Company’s
Articles of Association.

DIRECTORS’ INTERESTS IN
SECURITIES

As at 30 June 2002, the interests of the Directors and chief executive
in the share capital of the Company and its associated corporations
(within the meaning of the Securities (Disclosure of Interests)
Ordinance (the “SDI Ordinance”)), as recorded in the register
maintained under Section 29 of the SDI Ordinance or as notified to
the Company and The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”) were as follows:
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LIU, Changle*
B 4=

Note:  Mr. LIU, Changle is the beneficial owner of approximately 93.3% of
the issued share capital of Today’s Asia Limited, which in turn is
interested in approximately 37.6% of the issued share capital of the
Company as at 30 June 2002.

*  Being an executive director of the Company.

Save as disclosed herein, as at 30 June 2002, none of the Directors or
chief executives of the Company, had any personal, corporate or
other interests in the share capital of the Company or its associated
corporations as recorded in the register maintained under Section 29

of the SDI Ordinance or as notified to the Company and the Stock
Exchange.
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SHARE OPTION SCHEMES
(A) Share option scheme of the Company

On 7 June 2000, two share option schemes of the Company
were approved by the shareholders of the Company
(“Shareholders”), namely Pre-IPO Share Option Scheme and
Share Option Scheme. In order to enhance the flexibility in the
implementation of the Pre-IPO Share Option Scheme and the
Share Option Scheme, the committee of four Directors
established for the administration of the share option schemes
(the “Committee”) approved certain amendments to the terms
of the Pre-IPO Share Option Scheme and the Share O ption
Scheme on 14 February 2001. Such amendments have been
pre-approved by the Stock Exchange.

(1) Pre-IPO Share Option Scheme
The following is a summary of the principal terms of the
Pre-IPO Share Option Scheme as at 30 June 2002:

Purpose of the scheme

The purpose of the scheme, though not explicitly stated in
the scheme document, is to recognise the contribution of
certain employees to the growth of the Group and/or to
the listing of shares of the Company (“Shares”) on the
Growth Enterprise Market of the Stock Exchange
(“GEM”).

The participants of the scheme

Employees of any member of the Company, including any
executive Directors of any member of the Group who have
commenced working for the Group for not less than one
month prior to the date of grant of an option and spent
not less than twenty hours per week in providing services
to the Group may take up options to subscribe for Shares.

The total number of securities available for issue

The total number of Shares available for issue under
options which may be granted under the Pre-IPO Share
Option Scheme and any other schemes must not in
aggregate exceed 10% of the issued share capital of the
Company as at the date of listing of the Shares on GEM
on 30 June 2000 (the “Listing Date”).

The total number of Shares in respect of which options are
issuable under the scheme is 484,706,000 Shares,
representing 10% and 9.8% of the issued share capital of
the Company as at the Listing Date and as at 3 September
2002 respectively.
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SHARE OPTION SCHEMES (Continued)

The maximum entitlement of each participant under the
scheme

No options may be granted to any eligible person which,
if at the relevant time exercised in full, would result in the
total number of Shares the subject of such option, when
added to the number of Shares which may be subscribed
by that eligible person under any outstanding options
granted to that eligible person and to the number of
Shares previously subscribed by the eligible person under
any options granted to the eligible person under the
scheme exceeding 25% of the aggregate number of Shares
available for subscription under the scheme at that time.

Time of exercise of option

An option may be exercised in accordance with the terms
of the scheme at any time during the period commencing
one year from the date of grant of the option and expiring
ten years after the date of grant of the option in
accordance with the following schedule:

Date of exercise of an option

A7 52 i P At 11 300

between the date of grant of an option and less than
12 months following the date of grant of an option

B2 PR R B R H AR D128 A TR

between the period falling 12 months or more but
less than 24 months from the date of grant of an option
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between the period falling 24 months or more but
less than 36 months from the date of grant of an option
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between the period falling 36 months or more but
less than 48 months from the date of grant of an option
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any time falling 48 months from the date of grant of
an option and thereafter
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SHARE OPTION SCHEMES (Continued) i JBe BE ST A oA

Minimum holding period BRATFA I

As stated above, no option can be exercised within the first 0 b S 5 Sl A AR R A

twelve months following the date of grant of an option. IR A+ R AT
{5 -

The amount payable on acceptance of the option BRI 19 0

The date by which the option must be applied for being a FH i S TR Y I S0 ZE 28 A A

date not more than three days from (and including) the B R BT WA R F

date on which the letter of offer of the grant of option is (HREHHD (E#EZH) EFA

issued by the Company (“Offer Date”). Upon acceptance R =R H O o 15 BN IR

of the option, the option holder shall pay HK$1 to the I BB NS T T

Company as consideration of the grant. ART] > AR TIAE -

The basis of determining the exercise price EETT (LB Y 2 2

Same as the offer price for the Shares as set out in the BAARRN R RELAENA A

prospectus of the Company dated 21 June 2000 — H B4R A

(the “Prospectus”). ([R AR ) SANA B A7 % B
I

The remaining life of the scheme Al #IER T AERY

The scheme period expires upon the listing of the S A A 28 R AE A 26 B i

Company on the GEM, for which the option expires I JE 3 - A B B S B RE AT G

when the vesting period ends. ] 45t SRR J
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SHARE OPTION SCHEMES (Continued) i JB BE T M) a)
The details of share options granted by the Company A FIARR U2 B AT BRI A
under the Pre-IPO Share Option Scheme to the Directors RET ) 10 A2 ) o % R R B
of the Company and the employees of the Phoenix Group 1 452t AT 173 £ B B
to acquire Shares were as follows: TEWF
Number of share options
T BB
Exercise Lapsed Exercised
Type and number of Date of Vesting price Balance as at during during  Balance as at
remaining grantees grant period per Shate 1 July 2001 the year theyear 30 June 2002
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HEKS
o
2 Executive Directors:
HAfEE:
LIU, Changle 14 June 2000 14 June 2001 1.08 5,320,000 = - 5,320,000
t0 13 June 2010
B4 e e e s o
AATEE AATEAE
e o L2
AATZR
CHUL Keung 14 June 2000 14 June 2001 1.08 3,990,000 = - 3,990,000
t0 13 June 2010
f# e e e s o
AATEE AATEAE
e o 42
AATZR
118 other employees 14 June 2000 14 June 2001 1.08 48,026,000 (4,174,000) (138,000) 43,714,000
t0 13 June 2010
1187 Hftr R 5 “FETE “FEE
AATEE AATEAE
e o L2
AATZR

Total: 120 employees
AR 12048 57,336,000 (4,174,000) (138,000) 53,024,000
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SHARE OPTION SCHEMES (Continued)

2

During the year ended 30 June 2002, 4,174,000 options
granted to twenty employees were lapsed when they ceased
their employment with the Phoenix Group and 138,000
options were exercised by three employees. The weighted
average closing price of the Shares immediately prior to
the date on which the options were exercised was

HKS$1.16.

Save as disclosed above, no options have been exercised,
cancelled or lapsed during the year.

Save as stated above, no options have been granted to the
directors, chief executive, management shareholders,
substantial shareholders, or their respective associates,

or to the suppliers of goods or services under the Pre-IPO
Share O ption Scheme. No participant was granted any
option in excess of the individual limit as set out in the
GEM Listing Rules or under the Pre-IPO Share Option
Scheme.

Share Option Scheme

The following is a summary of the principal terms of the
Share Option Scheme as at 30 June 2002:

Purpose of the scheme
The purpose of the scheme, though not explicitly stated in
the scheme document, is to recognise the contribution of

certain employees of the Group and/or to the listing of
Shares on GEM.

The participants of the scheme

Employees of any member of the Company, including any
Executive Directors of any member of the Phoenix Group,
in the full-time employment of the Company (or its
subsidiaries) may take up options to subscribe for Shares.

The total number of securities available for issue

(@) The total number of Shares available for issue under
options which may be granted under the Share
Option Scheme and any other schemes must not in
aggregate exceed 10% of the issued share capital of
the Company from time to time unless Shareholders
approval has been obtained pursuant to paragraphs

(b) and (c) below.

(b) The Company may seck approval by Sharcholders in
general meeting to refresh such limit.
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SHARE OPTION SCHEMES (Continued)
() The Company may seek separate Sharcholders’
approval in general meeting to grant options beyond
the limit as referred to in the above paragraph (a)
provided that (i) the total number of Shares subject
to the scheme and any other schemes does not in

aggregate exceed 30% of the total issued share capital

of the Company and (ii) the options in excess of the
said limit are granted only to participants specified
by the Company before such approval is sought.

(d) For the purpose of the above paragraph (a) there
shall be excluded from the calculation (i) any Shares
issued upon the exercise of any options under the
scheme and any other share option schemes of the
Company; and (ii) any pro rata entitlements to
further securities issued in respect of those securities
mentioned in (i) above. Options that have been
lapsed under the terms of the scheme and any
cancellation of options granted but not exercised will
not be counted as part of the total number of Shares
subject to the scheme and any other schemes.

The maximum entitlement of each participant under the
scheme

No options may be granted to any eligible person which,
if at the relevant time exercised in full, would result in the
total number of Shares the subject of such option, when
added to the number of Shares which may be subscribed
by that eligible person under any outstanding options
granted to that eligible person and to the number of
Shares previously subscribed by the eligible person under
any options granted to the eligible person under the
scheme exceeding 25% of the aggregate number of Shares
available for subscription under the scheme at that time.
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SHARE OPTION SCHEMES (Continued) i )

Time of exercise of option

An option may be exercised in accordance with the terms
of the scheme at any time during the period commencing
one year from the date of grant of the option and expiring
ten years after the date of grant of the option in
accordance with the following schedule:

Date of exercise of an option

AT 458 i B it 1 391

between the date of grant of an option and less than
12 months following the date of grant of an option

BB B B IR AR AR DI 1208 A

between the period falling 12 months or more but
less than 24 months from the date of grant of an option

2 B BRI 1210 A B2 4R (EATR 240 H A R

between the period falling 24 months or more but
less than 36 months from the date of grant of an option

2 B B AR 92410 A B2 4% (EATR 36M A I K

between the period falling 36 months or more but
less than 48 months from the date of grant of an option

BB E B AR 3610 A B2 4% (HATR48f H I K

any time falling 48 months from the date of grant of
an option and thereafter

P IR A2 F) 4818 J1 B AR AT AT IR ]

Minimum holding period
As stated above, no option can be exercised within the first
twelve months following the date of grant of an option.

The amount payable on acceptance of the option

The date by which the option must be applied for being a
date not more than twenty one days from (and including)
the Offer Date. Upon acceptance of the option, the option
holder shall pay HK$1 to the Company as consideration
of the grant.
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SHARE OPTION SCHEMES (Continued)

The basis of determining the exercise price

The subscription price for the Shares under the scheme
shall be determined by the Committee and will be no less
than the highest of (a) the closing price of Shares as stated
in the Stock Exchange’s daily quotation sheets on the
Offer Date which must be a business day, (b) the average
closing price per Share as stated in the Stock Exchanges
daily quotation sheets for the five business days

immediately preceding the Offer Date and (c) the nominal
value of the Share.

The remaining life of the scheme

The scheme will remain in force for a period of ten years
commencing on the date of the adoption of the scheme.
Upon termination, no further options may be granted
under the scheme.

To reflect the recent amendments to Chapter 23 of the
GEM Listing Rules, the Shareholders adopted certain
amendments to the Share Option Scheme on 6 August
2002. A summary of the amended Share Option Scheme
is set out in the Appendix.
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SHARE OPTION SCHEMES (Continued)

The details of share options granted by the Company

under the Share Option Scheme to the employees of the

W B RE SF A 4
AN R A S ) ) LS
[ 5 552 3 T R A A0 2 B A

Phoenix Group to acquire Shares were as follows: HIREISANT
Number of shate options
Type and WRHEHH
number of Exercise Balance Granted Lapsed Exercised Balance
remaining price per asat during during during asat
grantees Date of grant Vesting period Share 1 July 2001 the year the year theyear 30 June 2002
% REZ%E
RFZASA K Li-H L2l L2l Bl RAELH
THRYH ghnm MM A il s K itk il
HES
7
2 employees 15 February 15 February 2002 to 1.99 2,900,000 - (1,200,000) - 1,700,000
2001(3) 14 February 2011
kR “R%F “%%Z
R ZRTEA
Ee S
ZR+MA
20 employees 10 August 10 August 2002 to 113 - 13,860,000 (1,000,000) - 12,860,000
2001ii) 9 August 2011
04 “FEf e S
fE8 MR G) NTHE
Ee S
MR
Total: Bt :
22 employees 2 4RE 2000000 13860000 (2200,000) - 14560000
(i)  During the year ended 30 June 2002, 1,200,000 options O AEERZFEZTHEANA=1H
granted to 1 employee were lapsed when he ceased IRARFEA - 08— 44 3%
employment with the Phoenix Group. 381,200,000 173 H# A HEE [ A i
SEAR A TR B I A =
(i)  On 10 August 2001, 13,860,000 options were granted to (i) WMEZFFHEAHTH ILH

21 employees. The closing price of the Shares immediately
prior to the date on which the options were granted was
HKS$1.11. Using the Black-Scholes option pricing model
(the “Black-Scholes Model”) in assessing the value of the

options granted during the year, the options would have an

aggregate value of approximately HK$8,870,000,

representing a value of HK$0.64 per option. During the
year ended 30 June 2002, 1,000,000 options granted to 1

employee lapsed when he ceased employment with the
Phoenix Group.
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SHARE OPTION SCHEMES (Continued)

Save as disclosed above, no options have been exercised,
cancelled or lapsed during the year.

Save as stated above, no options have been granted to the
Directors, chief executive, management shareholders,
substantial shareholders, or their respective associates, or
to the suppliers of goods or services under the Share
Option Scheme. No participant was granted any option in
excess of the individual limit as set out in the GEM
Listing Rules or under the Share Option Scheme.

In assessing the value of the share options granted during
the year ended 30 June 2002, the Black-Scholes Model has
been used. The Black-Scholes Model is one of the most
generally accepted methodology to calculate the value of
options and is one of the recommended options pricing
models as set out in Rule 23.08 of the GEM Listing Rules.
The variables of the Black-Scholes Model include, risk-free
interest rate, expected life of the options, and expected
volatility and expected dividend of the Shares,

if applicable.

The interest rate applied in the Black-Scholes Model is
6.02% per annum, representing the 10-year yield of the
Hong Kong Exchange Fund Notes as at the date of grant
of the share options (the “Measurement Date”).

The volatility ratio of 33.08%, representing the standard
deviation of the daily closing share prices of the Company
for the last twelve months from the Measurement Date, is
used in the Black-Scholes Model. It is assumed that, based
on historical pattern, no dividend would be paid out
during the vesting period.
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SHARE OPTION SCHEMES (Continued) W B RE SF A 4

The summary of variables used in the Black-Scholes
Model for the valuation of 13,860,000 share options
granted under the Share Option Scheme during the year
ended 30 June 2002 and the value thereon is as follows:

Exercise price

FrftfE

Time to expiry

FI| R R

Date of grant

it H

Stock price as at the Measurement Date

FHELH IRl

Interest rate as at the Measurement Date

iR AER iR

Volatility as at the Measurement Date

G MER Elioh) 4 Y=

Value of each share option granted as at the Measurement Date

$52 0 P RE A R SR B B

Aggregate value of 13,860,000 share options granted
as at the Measurement Date (value of each share
option x number of share options granted)

$ZHH17913,860,000 B B B HE R 7t H Y
S P MR AT (e S OB (0 (L X S BB

I't should be noted that the value of options calculated
using the Black-Scholes Model is only an estimate of the
value of share options granted during the year. Amongst
other variables, it uses the time to expiry to determine a
value based on the past performance of the share price as
measured by the volatility factor. If, however, the
Company’s future financial and/or operating performance
fluctuates, it is likely that the share price will be affected.
In such case, the financial benefit accruing to the grantee

of an option will be considerably different from the value
determined under the Black-Scholes Model.

The summary of the treatment of forfeiture of option
prior to the expiry date is set out in Appendix VI of the
Prospectus under the section headed “Share Option
Schemes.”
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SHARE OPTION SCHEMES (Continued) I BE 5 E (4)

(B) Share option scheme of a subsidiary of the Company (B) A vl — SR WIS 2 v 0 JB A il
PHOENIXi PLAN PHOENILX it #]

On 7 June 2000, PHOENIXi Investment Limited
(“PHOENIXi”), a member of the Phoenix Group, adopted the
PHOENIXi 2000 Stock Incentive Plan (the “PHOENIXi
Plan”). The following is a summary of the principal terms of the
PHOENIXi Plan as at 30 June 2002:

Purpose of the scheme

The purposes of the PHOENIX:i Plan are to attract and retain
the best available personnel, providing additional incentive to
its employees and executive directors and promoting the success
of its business.

The participants of the scheme

The employees of PHOENIXi, including any executive
directors, in the full-time employment of PHOENIXi or the
Company (or the subsidiaries of PHOENIXi) are eligible to
take up options to subscribe for shares in PHOENIXi.

In addition, to be classified as an eligible person, where the
employee is employed by a holding company of PHOENIXi or
a subsidiary of PHOENIXi, the employee must perform an
executive role for PHOENIXi.

The total number of securities available for issue

(a) The total number of shares available for issue under
options which may be granted under the PHOENIXi Plan
and any other schemes of PHOENIXi, must not in
aggregate exceed 10% of the issued share capital of
PHOENIXi as at the Listing Date unless approvals of the
shareholders of the Company and PHOENIXi have been
obtained pursuant to paragraphs (b) and (c) below.

(b) PHOENIXi may seck approval by the sharcholders of the
Company and PHOENIXi in general meeting to refresh
the 10% limit. However, the total number of shares
available for issue under options which may be granted
under the PHOENIXi Plan and any other schemes of
PHOENIXi in these circumstances must not exceed 10%
of the issued share capital of PHOENIXi at the date of
approval of the refreshing of the limit.
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SHARE OPTION SCHEMES (Continued) i )

(c) PHOENIXi may seek separate approval of the
shareholders of the Company and PHOENIXi in general
meeting to grant options beyond the 10% limit provided
that (i) the total number of shares subject to the
PHOENIXi Plan and any other schemes of PHOENIXi
does not in aggregate exceed 30% of the total issued share
capital of PHOENIXi and (ii) the options in excess of the
10% limit are granted only to participants specified by
PHOENIXi before such approval is sought.

The maximum entitlement of each participant under the scheme
No options may be granted to any eligible person which, if at
the relevant time exercised in full, would result in the total
number of shares of PHOENIXi the subject of such option,
when added to the number of shares already issued and/or
issuable to him under the PHOENIXi Plan exceeding 25% of
the aggregate number of shares of PHOENIXi in respect of
which options are issuable under the PHOENIXi Plan.

Time of exercise of option

Generally, an option may be exercised at any time during a
period of no more than ten years commencing from the date of
grant. However, in the case of an Incentive Stock Option
(“ISO”) granted to a person, who at the time of the grant,

owns shares in PHOENIXi representing more than 10% of the
voting power of PHOENIXi, the Company or any subsidiary of
the Company; the option period will be five years from the date
of grant thereof.

Minimum holding period
As stated above, there is no minimum holding period for which
an option can be exercised.

The amount payable on acceptance of the option

The date by which the option must be applied for being a date
not more than twenty-one days from (and including) the Offer
Date. Upon acceptance of the option, the option holder shall
pay US$1 to the Company as consideration of the grant.
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SHARE OPTION SCHEMES (Continued)

The basis of determining the exercise price
The price for the shares of PHOENIXi upon the exercise of an

option under the PHOENIXi Plan will, in the case of:

@

(b)

()

(d)

an ISO or a Non-Qualified Stock Option (“NQS”), where
the grantee owns more than 10% of the shares of the
Company, PHOENIXi or its subsidiaries (each a “Related
Entity”), be equal to not less than 110% of the Fair
Market Value (as referred to below) per share of
PHOENIXi on the date of the grant.

an ISO or NQS, where the grantee does not own more
than 10% of the shares of PHOENIXi or a Related Entity,
be equal to not less than the Fair Market Value per share
of PHOENIXi on the date of the grant.

an option which is neither an ISO nor a NQS but where
the grantee owns more than 10% of the shares of
PHOENIXi or a Related Entity, be equal to not less than
the Fair Market Value per share of PHOENIXi on the

date of the grant.

an option which is neither an ISO nor an NQS but where
the grantee does not own more than 10% of the shares of
PHOENIXi or a Related Entity, be equal to not less than
85% of the Fair Market Value per share of PHOENIXi on
the date of the grant, but if the shares of PHOENIXi are
listed or if a Director of the Company or PHOENIXi or
their associates participates in the PHOENIXi Plan, the
per share price must not be less than the Fair Market Value
per share of PHOENIXi on the date of the grant.

i Jie HE

wf & (4

T i
HRPE PHOENIXi 7 #1147 {5 i AL HE R i
PHOENIXi B {3 FEAE

(a)

(b)

(o)

(d)

BRISOZ I BIR s MR HE (TNQS )
ME > AERAREAARAF -
PHOENTIXi s H [ JEA 7] (%7
[AE A 2 AL ) A 109 FO JBeAs > B
TEAS A KA 8 IR PHOENIXifi%
Iy edz i B AT EE (W
T #9110% °

HRISOENQSH 5 - #d AHE
A PHOENIX A BH B il A it
10%F9 A0 > BB AV A &
B PHOENTIXi B 7245 i H Y
I EE -

TRISOBINQS LA M il B AHE i
T o AR A PHOENIXIEL
AH B B B A 1000 B0y - HIIE
& AR B B PHOENTIXi 73
e E B AT EE -

TRISOBINQS LA M il B HE i

T o AR NHEA PHOENIXIEL
A B B B SRR A 10904 S 4 > Bl
B A A KA 3 IRPHOENIXifi%
Iy FeR o H A TS E
85% ; M PHOENIXiE /i A E -
7 B AR 7 BRPHOENIXi A #
HA 32 BIPHOENIX#H#] » Hi
TEAS A AAS A 5 IR PHOENIXifi%
AESZ 7 H AT TS (E(E -



REPORT OF THE DIRECTORS
£ e

SHARE OPTION SCHEMES (Continued)

For the purpose of the above “Fair Market Value” means as of
any date, the value of shares of the Company, PHOENIXi or
any subsidiary of PHOENIXi (as the case may be) determined
as follows:

(i)  where the shares of PHOENIXi are listed on any stock
exchange, the Fair Market Value shall be (a) no less than
the higher of the closing price for a share on the date of
the grant of an option which must be a business day,
or (b) the average closing price of the share for the five
business days immediately preceding the date of grant (the
closing price shall be the price on the stock exchange on
which the shares of PHOENIXi are listed) or (c) the
nominal value of a share; or

(ii) in the absence of an established market for the shares of
the type described in (i) above, the Fair Market Value
thereof shall be determined by the Committee in good
faith on a fair and reasonable basis but in a manner
consistent with Section 260.140.50 of Title 10 of the
California Code of Regulations but in any event must in
no circumstances be less than the latest audited net
tangible assets per share of PHOENIXi unless none of the
Directors or their associates of PHOENIXi or the
Company participate in the Plan, in which event,
reference does not need to be made to the latest audited
net tangible asset per share of PHOENIXi for the purpose
of determining the Fair Market Value of the shares.

The remaining life of the scheme

The scheme will remain in force for a period of ten years
commencing on the date of the adoption of the scheme.
Upon termination, no further options may be granted under
the scheme.

As at 30 June 2002, no options had been granted under the
PHOENIXi Plan.
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DIRECTORS’ RIGHTS TO ACQUIRE
SHARES OR DEBENTURES

Under the terms of the Company’s share option schemes approved by
the Shareholders on 7 June 2000, the Committee may; at their
discretion, invite any employee of the Company or any of the
Phoenix Group companies, including any Executive Directors,

to take up options to subscribe for Shares. The maximum number of
Shares in respect of which options may be granted under the share
option schemes may not exceed 10% of the issued share capital of the
Company. Such terms were amended on 6 August 2002 and
summary of the amended Share O ption Scheme is set out in the
Appendix.

The Company had received a waiver from the Stock Exchange
regarding the strict compliance with Rule 23.02(2) of the Rules
Governing the Listing of Securities on the Growth Enterprise Market
(“GEM Listing Rules”) so that the total number of Shares available
for issue under the options granted may increase up to 30% of the
issued share capital of the Company from time to time. Please refer
to the paragraph “Share Option Schemes” under the section headed
“Waivers from compliance with the GEM Listing Rules and
Companies Ordinance” set out in the Prospectus.

Save as disclosed herein, and other than those in connection with the
Phoenix Group reorganisation scheme prior to the Company’s listing
of Shares, at no time during the year was the Company or any of the
companies comprising the Phoenix Group a party to any
arrangement to enable the Company’s Directors or their associates to
acquire benefits by means of the acquisition of Shares in or
debentures of the Company or any other body corporate.

DIRECTORS’ INTERESTS IN
CONTRACTS

No contracts of significance in relation to the Phoenix Group’s
business to which the Company or any of the companies comprising
the Phoenix Group was a party and in which any of the Company’s
Directors or members of its management had a material interest,
whether directly or indirectly, subsisted at the end of the year or at
any time during the year

MANAGEMENT CONTRACTS

No contracts concerning the management and administration of the
whole or any substantial part of the business of the Company were
entered into or existed during the year
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SUBSTANTIAL SHAREHOLDERS I 2R R
As at 30 June 2002, the register of substantial sharcholders R FEAERNA = H > HORER SERE R
maintained under Section 16(1) of the SDI Ordinance showed that EBIEE 16(1) A7 B A E B B HOSFE MR >

the following persons (other than a Director or chief executive of the PUR 2 R ORFHA ml R B AT HAE D) B
Company) were, directly or indirectly, interested in 10% or more of B A A W BB A TR 10%B A 1Y

the Company’s issued share capital: i Sl

Name of Shareholder Number of ordinary Shares
JBe 3R 44 7% B i m B H
STAR Television Holdings Limited (Note 1) 1,854,000,000

STAR Television Holdings Limited (ff7E1)

Today’s Asia Limited (Noze 2) 1,854,000,000
4 HEE A BRA R (K i2)

Notes: Mt

1.  STAR Television Holdings Limited is a subsidiary of STAR 1. STAR Television Holdings Limited /% & 22
Group Limited*. News Cayman Holdings Limited holds 100% RIS AE A PR A R B N ) - 12
of the ordinary voting shares of STAR Group Limited. News ZE (L4 A PR R B i News Cayman
Publishers Investments Pty, Limited holds 100% of the Holdings Limited#EA H: 100% % 78 AJ 45
ordinary voting shares of News Cayman Holdings Limited. SRR HESR 5 News Publishers
News Publishers Investments Pty, Limited is a wholly-owned Investments Pty, Limited -5 News
subsidiary of STAR US Holdings Subsidiary, LLC, which in Cayman Holdings Limitedf] 100% & /& AJ
turn is a wholly-owned subsidiary of STAR US Holdings, Inc. FeEABAY 5 News Publishers Investments
STAR US Holdings, Inc, is a wholly-owned subsidiary of News Pty, Limited 25 STAR US Holdings
Publishing Australia, Limited, which in turn is owned Subsidiary, LLCHJ 4> & [ff /A 7] > STAR
approximately 91.76% by The News Corporation Limited. The US Holdings Subsidiary, LLC%5STAR US
remaining interests in News Publishing Australia, Limited, are Holdings, Inc 4> & g 7 > R4
held by companies which are ultimately owned by The News ] %% News Publishing Australia, Limited ¥
Corporation Limited. 2 EMHE AT o i The News

Corporation Limited A1 A News
Publishing Australia, Limited #191.76%HE
75 © News Publishing Australia, Limited i
“ BRE i A The News Corporation
Limited i A 11 2 A AR A o

By virtue of the SDI Ordinance, The News Corporation IRPED TR HEGE R The News
Limited, News Publishing Australia, Limited, STAR US Corporation Limited > News Publishing
Holdings, Inc, STAR US Holdings Subsidiary, LLC, News Australia, Limited * STAR US Holdings,
Publishers Investments Pty; Limited, News Cayman Holdings Inc, ~ STAR US Holdings Subsidiary,
Limited and STAR Group Limited are all deemed to be LLC ~ News Publishers Investments Py,
interested in the 1,854,000,000 Shares held by STAR Television Limited * News Cayman Holdings Limited
Holdings Limited. T R ZE (SR A PR W) > S48 70

4 B STAR Television Holdings Limited T
F54 1191,854,000,000 B L7 =
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SUBSTANTIAL SHAREHOLDERS (Continued)
* STAR Television Holdings Limited changed its name to STAR
Group Limited on 14 January 2002.

2. Today’s Asia Limited is beneficially owned by Mr. LIU, Changle
and Mr. CHAN, Wing Kee as to 93.3% and 6.7% interests,

respectively.

PRE-EMPTIVE RIGHTS

No pre-emptive rights exist under the Company’s Articles of
Association and the law in the Cayman Islands in relation to the issue
of new Shares by the Company.

PURCHASE, SALE OR REPURCHASE OF SHARES

Neither the Company nor any of its subsidiaries had purchased, sold
or repurchased any of the Shares during the year.

SPONSORS’ INTERESTS

Bank of China Group Investment Limited, beneficially owned by
Bank of China, the ultimate holding company of BOCI Asia
Limited, indirectly owns the entire issued share capital of China Wise
International Limited which in turn owns 412,000,000 Shares
(approximately 8.35%) of the Company. One of the Non-Executive
Directors of the Company, Mr. XU, Gang, who is also a Director of
Bank of China Group Investment Limited and China Wise
International Limited, has been nominated by China Wise
International Limited and appointed as a Director of eighteen
subsidiaries of the Phoenix Group, namely:

Phoenix Satellite Television Company Limited
Phoenix Satellite Television (Chinese Channel) Limited
Phoenix Satellite Television (Movies) Limited

Phoenix Satellite Television (Europe) Limited

Phoenix Satellite Television Trademark Limited

PCNE Holdings Limited

Phoenix Chinese News & Entertainment Limited
Phoenix Satellite Television Information Limited
Phoenix Satellite Television (B.V.I.) Holding Limited
Phoenix Satellite Television (InfoNews) Limited
Phoenix Weekly Magazine (BVI) Limited

Phoenix Satellite Television Development (BVI) Limited
Phoenix Satellite Television (Universal) Limited
Phoenix Satellite Television Development Limited
Phoenix Satellite Television Investments (BVI) Limited
Hong Kong Phoenix Satellite Television Limited
Phoenix Glow Limited

Phoenix Global Television Limited

F OB BOR (4p)
* STAR Television Holdings Limited it —-
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SPONSORS’

INTERESTS (Continued)

Mr. GONG, Jianzhong, who is a director of China Wise
International Limited, has been nominated by China Wise

International Limited and appointed as Alternate Director to
M. XU, Gang of the Company and the above eighteen subsidiaries

of the Phoenix Group.

Save as disclosed above, each of BOCI Asia Limited and Merrill
Lynch Far East Limited has confirmed:

)

(i)

(i)

(iv)

neither itself nor its associates has, or may have, any interest in
any class of securities (including derivatives) of the Company,
or any other company within the Phoenix Group (including
options or rights to subscribe such securities);

no Director or employee or their associates of BOCI Asia
Limited or Merrill Lynch Far East Limited who are involved in
providing advice to the Company has or may have, any interest
in any class of securities of the Company or any other company
within the Phoenix Group (including options or rights to
subscribe such securities but, for the avoidance of doubrt,
excluding interests in securities that may be subscribed by any
such Directors or employee pursuant to the Public Offer);

neither itself nor its associates accrued any material benefit as a

result of the successful outcome of the listing of the Shares on
the GEM; and

no Director or employee or their associates of BOCI Asia
Limited or Merrill Lynch Far East Limited has a directorship in
the Company or any other company within the Phoenix Group.
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CONNECTED TRANSACTIONS

1.

The Stock Exchange has granted waivers to the Phoenix Group
from the full disclosure requirements under Chapter 20 of the

GEM Listing Rules in respect of connected transactions with
Satellite Television Asian Region Limited, STAR TV Filmed
Entertainment Limited and other subsidiaries or associates of
STAR Television Holdings Limited, ATV Enterprises Limited
and British Sky Broadcasting Limited:

@

Satellite Television Asian Region Limited (“STARL”) is a
subsidiary of STAR Television Holdings Limited, a major
shareholder of the Company. The connected transactions

are:

)

(ii)

STARL provides technical and administrative
services for the operations of the Phoenix Chinese
Channel, Phoenix Movies Channel, Phoenix
InfoNews Channel, Phoenix North America Chinese
Channel and Phoenix CNE Channel. For the year
ended 30 June 2002, the service charges paid/payable
to STARL amounted to approximately
HK$136,473,000, which was calculated under
normal commercial terms in accordance with the
executed service agreements and agreed rates between
a subsidiary of the Company and STARL.

Such amount did not exceed the annual cap of
HK$178,000,000 approved under the relevant

waiver.

STARL acts as an exclusive advertising agent for the
Phoenix Group at all territories outside the People’s
Republic of China (“PRC”). For the year ended 30
June 2002, commission for advertising sales and
marketing services paid/payable to STARL amounted
to approximately HK$8,668,000, which was
calculated based on 4-20% of the net advertising
income generated and received by STARL on behalf
of the Phoenix Group after deducting the relevant
amount of the third party agency fees incurred by it.
Such amount did not exceed the annual cap of
HK$25,000,000 approved under the relevant waiver.
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CONNECTED TRANSACTIONS (Continued)

(iii) STARL acts as an agent to promote international
subscription sales and marketing services for the
Phoenix Group. For the year ended 30 June 2002,
commission for international subscription sales and
marketing services paid/payable to STARL amounted
to approximately HK$2,040,000, which was
calculated based on 15% of the subscription fees
generated and received by STARL on behalf of the
Phoenix Group. Such amount did not exceed the
annual cap of HK$2,500,000 approved under the

relevant waiver.

(b) STAR TV Filmed Entertainment Limited (“STAR

(©)

Filmed”) is an indirect wholly-owned subsidiary of STAR
Group Limited, which holds 100% of STAR Television
Holdings Limited, a major shareholder of the Company.
The connected transaction relates to the granting of a
non-exclusive licence to exhibit a selection of movies on
Phoenix Movies Channel in the PRC for a term of 10
years commencing from 28 August 1998. For the year
ended 30 June 2002, the film licence fees paid/payable to
STAR Filmed amounted to approximately
HK$20,403,000, which was charged according to the
executed film rights licensing agreement between a
subsidiary of the Company and STAR Filmed. Such
amount did not exceed the annual cap of HK$23,000,000
approved under the relevant waiver.

During the year ended 30 June 2002, the Phoenix Group
acquired programme licences from certain subsidiaries of
STAR Group Limited, a major shareholder of the
Company. The programme licence fees paid/payable to
the subsidiaries of STAR Television Holdings Limited in
respect of this connected transaction amounted to
approximately HK$753,000, which were charged under
normal commercial terms and were negotiated on a case-
by-case basis. Such amount did not exceed the annual cap
of HK$55,000,000 approved under the relevant waiver.
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CONNECTED TRANSACTIONS (Continued)
(d) During the year ended 30 June 2002, decoder devices

(¢)

(®)

purchased from STARL amounted to approximately
HK$1,688,000, which were charged based on terms
mutually agreed upon between both parties. Such amount
did not exceed the annual cap of HK$7,500,000 for the
year ended 30 June 2002 approved under the relevant

walver.

ATV Enterprises Limited, a wholly-owned subsidiary of
Asia Television Limited (ATV?), is a connected party by
virtue of the fact that Mr. LIU, Changle and Mr. CHAN,
Wing Kee beneficially own 93.3% and 6.7% respectively
of Today’s Asia Limited, which holds 100% of Vital Media
Holdings Limited, which in turn holds 46% indirect
interest in ATV. The connected transaction relates to the
acquisition of certain television programme licences from
ATV Enterprises Limited. For the year ended 30 June
2002, programme license fees paid/payable to ATV
Enterprises Limited amounted to approximately
HK$1,804,000 which, were charged under normal
commercial terms and were negotiated on a case-by-case
basis. Such amount did not exceed the annual cap of
HK$57,500,000 approved under the relevant waiver.

A 70% owned subsidiary of the Company has entered into
a transponder rental agreement and an electronic
programme guide (“EPG”) services agreement with British
Sky Broadcasting Limited (“BSkyB”), an associate of
STAR Television Holdings Limited, which owns 37.6%
interest in the Company. The connected transaction
relates to the provision of transponder rental and
uplinking services for Phoenix CNE Channel. Since the
acquisition of the subsidiary by the Phoenix Group on 1
November 2001 and up to 30 June 2002, the transponder
rental and uplink costs paid/payable to BSkyB amounted
to approximately HK$1,862,000, which were charged in
accordance with the service agreements with BSkyB. Such
amount did not exceed the annual cap of HK$3,200,000
approved under the relevant waiver.
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CONNECTED TRANSACTIONS (Continued) WG (4

On 26 June 2002, the 70% owned subsidiary had entered
into a new transponder rental agreement and a new EPG
services agreement with BSkyB due to the extension of
broadcasting time from 8 hours to 24 hours and the
expiry of the old EPG services agreement respectively.

A subsidiary of the Company has entered into an agreement
with Fox News Network L.L.C. (“Fox”), an associate of STAR
Television Holdings Limited, a major shareholder of the
Company. The connected transactions relate to:

(a) granting of non-exclusive and non-transferable licence to
subscribe for Fox’s news service;

(b) leasing of office space and access to workspace, subject to

availability; and

(c) accessing Fox’s camera hook up at the United Nations,
interview positions in various places in the United States
and live shots from Fox’s satellite truck positions for events
that Fox is already covering, subject to availability.

These connected transactions have been approved by
resolutions of independent shareholders passed on 26 July 2001
in compliance with Chapter 20 of the GEM Listing Rules.

For the year ended 30 June 2002, the service charges paid/
payable to Fox amounted to approximately HK$4,092,000,
which were charged under the licensing agreement between a
subsidiary of the Company and Fox. Such amount did not
exceed the annual cap of HK$4,940,300 approved under the
relevant resolutions.

For the year ended 30 June 2002, news footage and data
transmission services were provided by ATV to a subsidiary of
the Company: The service charges paid/payable to ATV
amounted to approximately HK$556,000 which, were charged
based on terms mutually agreed upon between both parties.
This is a connected transaction but falls within Rule 20.25 of
the GEM Listing Rules as the annual total consideration or
value of the transaction is less than the higher of
HK$1,000,000 or 0.03% of the net tangible assets of the
Phoenix Group. Such transaction is exempted from the
reporting, announcement and shareholders’ approval
requirements of Chapter 20 of the GEM Listing Rules.
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CONNECTED TRANSACTIONS (Continued)

4.

A subsidiary of the Company has leased certain office premises
from STARL. For the year ended 30 June 2002, the office
premises rental paid/payable to STARL amounted to
approximately HK$6,372,000, which was calculated by
reference to the area of space occupied by the Phoenix Group
and was proportional to the rental payable by STARL in respect
of the area occupied by it under its lease with the landlord. This
lease is a connected transaction but falls within Rule 20.24 of
the GEM Listing Rules as the annual total consideration or
value of the transaction (when aggregated or treated on an
individual basis) is less than the higher of HK$10,000,000 or
3% of the net tangible assets of the Phoenix Group. Such
transaction is exempted from the reporting, announcement and
shareholders’ approval requirements of Chapter 20 of the GEM
Listing Rules.

The independent Non-Executive Directors of the Company
have reviewed the above transactions and have considered the
procedures performed by the auditors of the Company in
reviewing them and confirmed that at the time of the
transactions:

(a) the transactions have been entered into by the relevant
member of the Phoenix Group in the ordinary and usual
course of its business;

(b) the transactions have been entered into on an arm’s length
basis and on normal commercial terms (to the extent that
there are comparable transactions) or, if there are not
sufficient comparable transactions to judge whether they
are on normal commercial terms, or terms not less
favourable to the Phoenix Group than terms available to
or from (as the case may be) independent third parties;

and

(c) the transactions have been entered into in accordance with
the relevant agreement governing them on terms that are
fair and reasonable and in the interests of the shareholders
of the Company as a whole.

In addition, for those connected transactions the annual caps of
which are greater than the higher of HK$10,000,000 or 3% of
the net tangible assets of the Group, the Independent
Non-executive Directors of the Company are of the opinion
that the Group should continue with the agreements for such
transactions.
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MAJOR CUSTOMERS AND SUPPLIERS

The percentages of sales and programme purchases for the year
attributable to the Group’s major customers and suppliers are as

follows:
Sales SHE
— the largest customer —mREF
— five largest customers —hKREF
Programme purchases i B P7
— the largest supplier — F K LR
— five largest suppliers — TR LR

STAR Filmed is the largest programme supplier of the Phoenix
Group referred to above. Details of the transactions between the
Phoenix Group and STAR Filmed are set out in note 26 to the
accounts. STAR Filmed is an indirect wholly-owned subsidiary of
STAR Group Limited, which holds 100% of STAR Television

Holdings Limited, a major shareholder of the Company.

ATV Enterprises Limited, a wholly-owned subsidiary of ATV, is one
of the five largest programme suppliers of the Phoenix Group referred
to above. Details of the transactions between the Phoenix Group and
ATV Enterprises Limited are set out in note 26 to the accounts. Mr.
LIU, Changle and Mr. CHAN, Wing Kee beneficially own 93.3%
and 6.7% respectively of Today’s Asia Limited, which in turn holds
46% indirect interest in AT'V.

In the opinion of the Directors, such transactions were carried out on
terms no more favourable than terms available to independent third
parties.

Save as aforementioned, none of the Directors, their associates, or
any Shareholders which, to the knowledge of the Directors, own
more than 5% of the Company’s share capital has a beneficial interest
in any one of the Phoenix Group’ top five customers and/or
programme suppliers.
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COMPETING INTERESTS

Today’s Asia Limited, STAR Television Holdings Limited and China
Wise International Limited have interest in approximately 37.6%,
37.6% and 8.4% of the share capital of the Company respectively.
Today’s Asia Limited, together with its shareholders, Mr. LIU,
Changle and Mr. CHAN, Wing Kee, STAR Television Holdings
Limited and China Wise International Limited are deemed to be the

initial management shareholders of the Company as defined under
the GEM Listing Rules.

STAR Television Holdings Limited, together with its ultimate parent
company, The News Corporation Limited (“News Corporation”),

are active in the television broadcasting industry worldwide. News
Corporation’s diversified global operations in the United States,

the United Kingdom, Australia, Latin America and Asia include the
production of motion pictures and television programming;
television, satellite and cable broadcasting; the publication of
newspapers, magazines and books; the production and distribution of
promotional and adver tising products and services; the development
of digital broadcasting; the development of conditional access and
subscriber management systems, and the creation and distribution of
popular on-line programming. Currently, STAR Group Limited, the
holding company of STAR Television Holdings Limited, owns and
operates multimedia digital platforms, including satellite television,
in the Asia Pacific region. STAR Group Limited and its subsidiaries
(including STAR Television Holdings Limited) operate and broadcast
a range of channels, such as STAR Movies and STAR Chinese
Channel (which presently only broadcasts in Taiwan) and Channel
[V]. The broadcasting coverage of Channel [V] includes China,
Taiwan, Hong Kong, countries in South East Asia, the Indian
sub-continent and the Middle East. STAR Group Limited
announced on 19 December 2001 that it was granted landing rights
for a new 24-hour Mandarin — language general entertainment
channel in southern China by virtue of an agreement signed among
STAR (China) Limited (STAR Group Limited’s wholly-owned
subsidiary), China International Television Corporation, Guangdong
Cable TV Networks Co. Ltd. and Fox Cable Networks Services,
L.L.C,, an affiliate of STAR Group Limited.
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COMPETING INTERESTS (Continued)

M:r. LIU, Changle and Mr. CHAN, Wing Kee beneficially own
93.3% and 6.7% respectively of Today’s Asia Limited, which holds
100% of Vital Media Holdings Limited, which in turn holds 46%
indirect interest in Asia Television Limited, a Hong Kong based
television broadcasting company: Asia Television Limited is deemed
to be a connected person of the Company pursuant to the GEM
Listing Rules. Primarily aiming at audiences in Hong Kong,

Asia Television Limited broadcasts its programmes via terrestrial
transmission through two channels, one in Cantonese and the other
in English. Signals of such two channels can also be received in
certain parts of Guangdong Province of the PRC. Asia Television
Limited announced in August 2002 that it had received the approval
from the authorities in China to broadcast its Cantonese and English
channels through cable system in Guangdong.

ADVANCES TO AN ENTITY

Please refer to note 16 to the accounts for the details of the relevant
advance to an entity from the Group which exceeds 25% of the
Group’s net tangible assets.

AUDIT COMMITTEE

The Company has established an audit committee with written terms
of reference based upon the guidelines recommended by the Hong
Kong Society of Accountants. The primary duties of the audit
committee are to review the Company’s annual report and accounts,
half-yearly reports and quarterly reports and to provide advice and
comments thereon to the Board of Directors. The audit committee
has met four times a year to review with management the accounting
principles and practices adopted by the Phoenix Group and to
discuss auditing, internal control and financial reporting matters. The
audit committee comprises one Non-Executive Director, namely Mr.

LAU, Yu Leung John and two independent Non-Executive Directors,
namely Dr. LO, Ka Shui and Mr. KUOK, Khoon Ean.

BOARD PRACTICES AND PROCEDURES

The Company has complied with Rules 5.28 to 5.39 of the GEM
Listing Rules concerning board practices and procedures throughout
the year.
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