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PHOENIX SATELLITE TELEVISION HOLDINGS LIMITED >

The Directors submit their report together with the audited
accounts of Phoenix Satellite Television Holdings Limited (the
“Company”) and its subsidiaries (collectively referred to as
the “Group” or “Phoenix Group”) for the year ended 30 June
2003.

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

An analysis of the Group’s performance for the year by
business and geographical segments is set out in note 2 to
the accounts.

The results of the Group for the year are set out in the
consolidated profit and loss account on page 78.

The Directors do not recommend the payment of a dividend.

Movements in the reserves of the Group and the Company
during the year are set out in note 22 to the accounts.

Charitable donations made by the Group during the year
amounted to approximately HK$17,000 (2002: HK$98,000).

Details of the movements in fixed assets of the Group are set
out in note 15 to the accounts.

Details of the movements in share capital and share options
of the Company are set out in note 20 and note 21 respectively
to the accounts.

Distributable reserves of the Company as at 30 June 2003,
calculated under the Companies Law (Revised) of the Cayman
Islands, amounted to approximately HK$784,657,000 (2002:
HK$830,969,000).

A summary of the results and of the assets and liabilities of
the Group for the last five financial years is set out on page

131 to 132.
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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)

CHURCHILL, Bruce Barrett resigned as a Non-Executive
Director on 31 July 2003. GUTHRIE, Michelle Lee was
appointed as a Non-Executive Director on the same date.

In accordance with the Articles of Association of the Company,
GUTHRIE, Michelle Lee, CHEUNG, Chun On Daniel and LAU,
Yu Leung John will retire and, being eligible, offer themselves
for re-election at the forthcoming Annual General Meeting of
the Company.
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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 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.

Note:  On 10 September 2003, each of the Executive Directors of
the Company has entered into a new service contract with
the Company to replace the existing contract. The term of
each contract is effective from 1 July 2003 for a period of
three years and thereafter may be terminated by either party
giving to the other not less than three months’ written notice.
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As at 30 June 2003, the interests of the Directors and chief
executive in the shares of the Company and its associated
corporations (within the meaning of Part XV of the Securities
and Futures Ordinance (Cap. 571 of the Laws of Hong Kong)
(the “SFQ”)) which were notified to the Company and the
Stock Exchange of Hong Kong Limited (the “Stock Exchange”)
pursuant to Divisions 7 and 8 of Part XV of the SFO (including
interests or short positions which they are taken or deemed to
have under such provisions of the SFO) and required to be
entered in the register maintained by the Company pursuant
to Section 352 of the SFO or which were notified to the
Company and the Stock Exchange pursuant to Rules 5.40 to
5.58 of the Rules Governing the Listing of Securities on the
Growth Enterprise Market of the Stock Exchange (the “GEM
Listing Rules”) relating to securities transactions by Directors,
were as follows:
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Personal Family Corporate Other  Total number  Percentage of
Name Interest Interest Interest Interest of Shares  shareholding
HE PN 2 eV AR Hits RPEH REBDL
LIU, Changle* - - 1,854,000,000 - 1,854,000,000 37.6%
ARg

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 2003.

*

Being an Executive Director of the Company.

Save as disclosed herein, as at 30 June 2003, none of the
Directors or chief executives of the Company, had any interest
or short positions in any shares, underlying shares or
debentures of the Company or any associated corporations
(within the meaning of Part XV of the SFO) which would have
to be notified to the Company and the Stock Exchange
pursuant to Divisions 7 and 8 of Part XV of the SFO (including
interests or short positions which they are taken or deemed to
have under such provisions of the SFO), or which were
required, pursuant to Section 352 of the SFO, to be entered
in the register referred to therein, or which were required,
pursuant to Rules 5.40 to 5.58 of the GEM Listing Rules, to
be notified to the Company and the Stock Exchange.
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(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 on 14 February
2001 and the Share Option Scheme on 14 February 2001
and 6 August 2002 respectively. 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
2003:

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”).
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(A) Share option scheme of the Company (Continued) (A) EATMBRESSE (&)
(1) Pre-IPO Share Option Scheme (Continued) (1) BXABBRATERESTS (&)

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 10 September 2003
respectively.

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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(A) Share option scheme of the Company (Continued)
(1) Pre-IPO Share Option Scheme (Continued)

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

TEBERERS

between the date of grant of an option and less than

12 months following the date of grant of an option
RUBRESIERHBRES ARIM2EAR

(A) ADRNBREE ()

M

between the period falling 12 months or more but less than

24 months from the date of grant of an option

REBREE RR12@ A2 - BELR24EANHEA

between the period falling 24 months or more but less than

36 months from the date of grant of an option

REBREE RRr24E Ak 2% - B2 36/EANBEA

between the period falling 36 months or more but less than

48 months from the date of grant of an option

RBREE RRr36E A2 - BN 48EANBEA

any time falling 48 months from the date of grant of
an option and thereafter
BHEREE B A481E A REZ TR

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 three days from (and
including) the date on which the letter of offer of
the grant of option is issued by the Company (“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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FARMNBRET B (F)
(1) BEXRDMEBRABRESTS ()

(A) Share option scheme of the Company (Continued)
(1) Pre-IPO Share Option Scheme (Continued)

(A)

The basis of determining the exercise price

Same as the offer price for the Shares as set out in
the prospectus of the Company dated 21 June 2000
(the “Prospectus”).

The remaining life of the scheme

The scheme period expires upon the listing of the
Company on the GEM, for which the option expires
when the vesting period ends.

The details of share options granted by the Company
under the Pre-IPO Share Option Scheme to the
Directors of the Company and the employees of the
Phoenix Group to acquire Shares were as follows:

BEETEENZEE
EARNRR-_ZTTFA-_1+—H
TN ARER (FERER]) #5IH
Iy EEMRR -

FtEER TR
FHEIEIEN AR R AR L&
BB AER T T MR A R
& o

AR RMRIE B R AR AT B AR

gRARREEMEREERERE
AR B RERIB AT

Number of share options

BIREHE
Exercise Lapsed Exercised
Type and number of Date of price Balance as at during during Balance as at
remaining grantees grant  Vesting period per Share 1 July 2002 the year the year 30 June 2003
R-BEZ-F R-BE=F
BTHERA B8R tHA—H AA=TH
EHRIRHE RHBEH Gicd il THE B REFERRM  RERTE o323
HK$
BT
2 Executive Directors:
2RMITES
LIU, Changle 14 June 2000 14 June 2001 to 1.08 5,320,000 - - 5,320,000
13 June 2010
IR% —TTTF —TT—F
SNA+TMH NATHEE
27
~NA+T=H
CHUI, Keung 14 June 2000 14 June 2001 to 1.08 3,990,000 - - 3,990,000
13 June 2010
o —TTTF —TT—F
SNA+TMAE ANATHEE
27
~NA+=H
106 other employees 14 June 2000 14 June 2001 to 1.08 43,714,000 (6,458,000) - 37,256,000
13 June 2010
1062 E B S —TTETF —TT—F
SNA+TMAE ANATMEE
2%
~A+=H
Total: 108 employees
AF 108 %(EE 53,024,000 (6,458,000) - 46,566,000
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(A) Share option scheme of the Company (Continued)

(1)

(2)

Pre-IPO Share Option Scheme (Continued)

During the year ended 30 June 2003, 6,458,000
options granted to 12 employees lapsed when they
ceased their employment with the Phoenix Group.

Save as disclosed above, no option has been
exercised, cancelled or lapsed during the year.

Save as stated above, no option has 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 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 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 2003:

Purpose of the scheme
The purpose of the scheme is to retain and provide
incentives to the employees of the Group to achieve
its business objectives.

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%
(or such higher percentage as may be allowed
under the GEM Listing Rules) of the issued
share capital of the Company in issue as at
the date of approval of the scheme unless
Shareholders’ approval has been obtained
pursuant to paragraphs (b) and (c) below.
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(A) Share option scheme of the Company (Continued)
(2) Share Option Scheme (Continued)
(b) The Company may seek approval by
Shareholders in general meeting to refresh
such limit.

(c) The Company may seek separate
Shareholders’ approval in a general meeting
to grant options beyond the limit as referred
to in the above paragraph (a) provided that
the total number of Shares subject to the
scheme and any other schemes does not in
aggregate exceed 30% of the relevant class
of securities of the Company in issue from time
to time.

(d) Shareholders’ approval has been obtained on
6 August 2002 to refresh the 10% limit. The
Directors may grant options for subscription
of up to 493,173,000 Shares (which do not
include those options that are outstanding,
cancelled or lapsed), representing 10% of the
issued share capital as at the date of this
annual report.

The maximum entitlement of each participant under
the scheme

Unless approved by Shareholders, the total number
of securities issued and to be issued upon exercise
of the options granted to each participant (including
both exercised and outstanding options) in any 12-
month period must not exceed 1% of the relevant
class of securities of the Company in issue.

(A)

Report of the Directors
ESEREE

FARMBERET B (F)

&)

BRET 8 (F)
(b) ARBRAIABRRAE LS
RAAET #ZR A -

(c) ARARARERERAE LR1TS
SRSCRAL AR T X (a)&
Tt BR 1 e 8 RO e - 1R8I
EAATE AT &P M A B 48 8k
TEBERRR KD ETH
W RIREHF30%

(d)y BRERZZEZ-_FNAAH#
HEEF10%RH] - EEAE L
R %493,173,000 BER% 19
(T EIEEMARITE - RS RK
B ZE BB ARAE) O BERR - B
RSB (hAFHABHE B
1TREA10%

RIFET &5 2B E B RAIRE

MRASRESRBEAESD - MERI+ (@A 5
RIARE2EER THBRE (215
BT R ARTTRNBRE ITEED
BT R ETHRFRB N SEER
RAEHITERBEREFN1%

Pg

/55



/56

R 2 F

=]

n
X

| 5 48 42 18

B E

PHOENIX SATELLITE TELEVISION HOLDINGS LIMITED >

(A) Share option scheme of the Company (Continued) (A)
(2) Share Option Scheme (Continued)

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
TEERERD

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

REBEEEAEREBEEERRIM2EAR

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

REBREE RR12@ A2 - BELR24EANHEA

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

RbBREE RRr24E Ak 2% - BN 361EANBEA

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

RBREE RRr36E Az - BN 48EANBEA

any time falling 48 months from the date of grant of

an option and thereafter
BHEREE B A481E A REZ TR

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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Report of the Directors

ETEREE
(A) Share option scheme of the Company (Continued) (A) EATMBRESSE (&)
(2) Share Option Scheme (Continued) (2) BEREE B
The basis of determining the exercise price BEETEENEE
The subscription price for the Shares under the REBETEINRORBERBREZEEE
scheme shall be determined by the Committee and E WAL E’\J«A—I—f%q: b a=E)
will be no less than the highest of (a) the closing (@)BRMRIEEEE (BAREXRA) &
price of Shares as stated in the Stock Exchange’s BT HRERMFIHEHE
daily quotation sheets on the Offer Date which must (o) RAP R EREIZ 2 B HART A A& %
be a business day, (b) the average closing price BEE 32 P B RERFHIA T
per Share as stated in the Stock Exchange’s daily MERC)RHEME -
qguotation 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 2R T F A
The scheme will remain in force for a period of ten FTEI R F AT A s FARE
years commencing on the date of the adoption of BR o AR IERF - AR BIREBETEIE
the scheme. Upon termination, no further options TREARHE -
may be granted under the scheme.
The details of share options granted by the Company AREREBEE SRR ERE R
under the Share Option Scheme to the employees B EH IR M B E R R B 0
of the Phoenix Group to acquire Shares were as ™
follows:
Number of share options
Type and BREHE
number of Exercise Balance Granted Lapsed Exercised Balance
remaining price per as at during during during as at
grantees Date of grant Vesting period Share 1 July 2002 the year the year the year 30 June 2003
RZZE=F RZF5=f%
BTHARA B tA-A £ £ ER XB=1H
RHRYA RiERH it ik ] it % i i)
HK$
AT
2 employees 15 February 15 February 2002 to 1.99 1,700,000 - - - 1,700,000
2001 14 February 2011
248 IFR-E IERCE
ZRtaR ZRtEAZ
2K
—“AtHA
18 employees 10 August 10 August 2002 to 113 12,860,000 - (700,000) - 12,160,000
2001 9 August 2011
16%[E8 i s e S
NATR NATRE
&
NARR
hHemployess 20 December 20 December 2003 to 0.79 = 2,866,000 (398,000) - 2,468,000
2002 19 December 2012
5%ES i S TE=E
tZA=1H TRz +Ei
ZE-IE
TZAThA
Total CHE
25 employees H%EE 14,560,000 2,806,000 (1,098,000 - 16,328,000
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(A) Share option scheme of the Company (Continued)
(2) Share Option Scheme (Continued)

During the year ended 30 June 2003, 1,098,000
options granted to 3 employees lapsed. 2,866,000
options were granted to 6 employees on 20
December 2002. The closing price of the shares of
the Company immediately before the date on which
the options were granted was HK$0.79.

Save as disclosed above, no option has been
exercised, cancelled or lapsed during the year.

No option has 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.

The summary of the treatment of forfeiture of option
prior to the expiry date is set out in Appendix of the
Half-yearly Report 2000/2001.

Valuation of share options

The options granted are not recognised in the
financial statements of the Phoenix Group until they
are exercised. The Directors consider that it is not
appropriate to state the value of the options granted
during the year on the ground that a number of
variables which are crucial for the valuation of the
option value cannot be reasonably determined.
Accordingly, the Directors believe that any valuation
of the share options based on a great number of
speculative assumptions would not be meaningful
and may be misleading to the Shareholders.

(A)

FARMBERET B (F)

&)

BREE (&)
REE_TZT=FA=tHILFE
A - [ =% {E B 5% £ 1,098,00015
BN - RZEE-F+ A
—+H - 52,866,000 B HER
FRAEE - AARIMRNESELE
RIS H B BT R B & 0.797
—

B ESCRFEESN - WEAE(AIREAER
T8~ FESHERRAK ©

BEEE  TRER - EEERE -
ITERRARERENBHRAL K
&SRB IR R R At &1
BT EMERE - SiES2EEREE
R ERBERAERERIER LR
ARSI SRR B B R T B B AR
B

NEVEISE Tk G SR G N
BERN_FTT 2T F4F
ERENHEA -

B IG(E
BHMBRENTETENRES
BRI EHAAER - EERA - B
RYBREEEETHER BRIER
B ZIRAI R R REATEREE © 5
HEBRENEEL NES - Bk &
ERE - RIBRERAINERRNEE
PAEETTEMGEYETSSE - Bl
BIRIRERGGRE -



Report of the Directors
ESEREE

(B) Share option scheme of a subsidiary of the Company (B) AAT—RHERTRNERESTS

PHOENIXi PLAN

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 2003:

Purpose of the scheme

The purposes of the PHOENIXi 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

(@) 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 seek approval by the Shareholders
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.

47,
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R-ZETTFALR - BEESENKER
aJPHOENIXi Investment Limited
(TPHOENIXi]) #R45PHOENIXi —ZZ T4
i1 82T 2 ((PHOENIXIZTEl]) o AT
AR =F XA =1+HHPHOENIXi
IR EEERBE

v o) =N:0)

PHOENIXizT &8 B 0 A RIE R B EF
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B - AR E AL o

FrE|m 2 A
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A7 (HPHOENIXIKHEBAR]) 28 T &
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(@) MRIEPHOENIXiZT 2 &ZPHOENIXI{E
] ELA 5+ IR H RO BB AR A T AT 3597
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(B) Share option scheme of a subsidiary of the Company

(Continued)

The total number of securities available for issue

(Continued)

(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.

4’_
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(B) Share option scheme of a subsidiary of the Company
(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:

(a)

an I1SO 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.
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(B) Share option scheme of a subsidiary of the Company

(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 2003, no options had been granted under
the PHOENIXi Plan.

4’_

(B)

AR -ZHEQ RN BREE (F)

SAEBMME » [RFTHEEIEET
fAIHE] - ZRAF] + PHOENIXizkPHOENIXi
ERIHBA R GRIERTE) WERDIZAT
BEMEE :

(i) EPHOENIXIER D FEIEMZEFRZ S
£ RIRFTSEER @) TR
BN ERLBRERR(BARESE
B BT E - (b) IR BEER
B EA AT R E 2 % B 8P M HE (W
M{EZAAEPHOENIXiR 5 /AT
KR 75 5 PV (EHR) X (c) B E B
=Eho&eE X

(i) BEX()PERIRMO I EEETH
% AFMSEBEEABEZEESUA
BRIEATEREE - WA
Section 260.140.50 of Title 10 of
California Code of Regulations 77
NEE @ EEROAUAEFERTR
PHOENIXiin BV R R BB T &
EEVFME ° BRIEPHOENIXisk A2 B1K)
EREYAREFNHBEA T2 EBHEG
g ERIEAT - ROBATETSE
BEHBL2EZRPHOENIXIR G K&
R EREEEFEMETE °

B8 T
SHE R A BB SR+ E RS
o R LEES - A AR T A
-

RZBE=FXA=1+H WEEE
PHOENIXi5T &35 H AR AE -



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 must not
exceed 10% (or such higher percentage as may be allowed
under the GEM Listing Rules) of the issued share capital of
the Company in issue as at the date of approval of the Scheme.

The Company had received a waiver from the Stock Exchange
regarding the strict compliance with Rule 23.02(2) of the 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.

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

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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As at 30 June 2003, the interest of the shareholders (not being
Directors and the chief executive of the Company) in the shares
and underlying shares of the Company or any of its associated
corporations (within the meaning of Part XV of the SFO) which
were notified to the Company and the Stock Exchange
pursuant to Divisions 2 and 3 of Part XV of the SFO and
required to be entered in the register maintained by the
Company pursuant to Section 336 of the SFO were as follows:

(i) Substantial shareholders

Name of substantial shareholders

TERREH

Xing Kong Chuan Mei Group Co., Ltd.
(formerly known as STAR
Television Holdings Limited) (Note 1)
Xing Kong Chuan Mei Group Co., Ltd.
(RTFESTAR Television Holdings Limited) (#/%1)

Today’s Asia Limited (Note 2)
SHEMNERAR (H77F2)

Notes:

1. Xing Kong Chuan Mei Group Co., Ltd. is a subsidiary of
STAR Group Limited. News Cayman Holdings Limited
holds 100% of the ordinary voting shares of STAR Group
Limited. News Publishers Investments Pty, Limited holds
100% of the ordinary voting shares of News Cayman
Holdings Limited. News Publishers Investments Pty,
Limited is a wholly-owned subsidiary of STAR US Holdings
Subsidiary, LLC, which in turn is a wholly-owned subsidiary
of STAR US Holdings, Inc. STAR US Holdings, Inc. is a
wholly-owned subsidiary of News Publishing Australia
Limited, which in turn is a subsidiary of The News
Corporation Limited (“News Corporation”). The remaining
interests in News Publishing Australia Limited, are held
by companies which are ultimately owned by News
Corporation.

By virtue of the SFO, News Corporation, News Publishing
Australia Limited, STAR US Holdings, Inc, STAR US
Holdings Subsidiary, LLC, News Publishers Investments
Pty, Limited, News Cayman Holdings Limited and STAR
Group Limited are all deemed to be interested in the
1,854,000,000 Shares held by Xing Kong Chuan Mei
Group Co., Ltd.

2. Today’s Asia Limited is beneficially owned by Mr. LIU,
Changle and Mr. CHAN, Wing Kee as to0 93.3% and 6.7%

interests, respectively.

RZZBZ=F"A=+H  BRR WFEELK
NRH TR AR R AR AR 25 S {60 B X VAR
HEE 2R3 BPAME AR R KR - AR
BRRARRRIRIEE 7 MG G ZE336 1RFE
Y B REM IR AR Alsk B AT AR R A B (BB B
NEREGBIZEXV BRI T 6% ) RO Rf0 K AR R A

PRSI -
iy EERR
Number of Percentage
ordinary shares of shareholding
EZRERHE RETDL
1,854,000,000 37.6%
1,854,000,000 37.6%

e -
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Xing Kong Chuan Mei Group Co., Ltd.
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News Cayman Holdings Limited & 2 %=
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(i) Other person who is required to disclose his interests
Name of other person
who has more than 5% interest

FABBS%ESNEMALHNER

China Wise International Limited (Note 1)
EHERERAR (HaE1)

Note:

1. China Wise International Limited is a wholly-owned
subsidiary of Cultural Developments Limited, which in turn
is a wholly-owned subsidiary of Bank of China Group
Investment Limited. By virtue of the SFO, Bank of China
Group Investment Limited and Cultural Developments
Limited are both deemed to be interested in the
412,000,000 shares held by China Wise International
Limited.

Save as disclosed above, no other shareholders or other
persons had interest or short position in the shares and
underlying shares of the Company which would fall to
be disclosed to the Company and the Stock Exchange
under the provisions of Divisions 2 and 3 of Part XV of
the SFO or, was directly or indirectly, interested in 5% or
more of the nominal value of the issued share capital
carrying rights to vote in all circumstances at general
meeting of any other member of the Group, or any options
in respect of such capital.

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.

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

As at 30 June 2002, BOCI Asia Limited and Merrill Lynch Far
East Limited ceased to be the sponsors of the Company upon
expiration of the terms of contract after two years of service.
The Company had no sponsors as at and for the year ended
30 June 2003. Accordingly, no additional disclosure is made.
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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 (“STARL”), STAR TV Filmed
Entertainment Limited (“STAR Filmed”) and other
subsidiaries or associates of Xing Kong Chuan Mei Group
Co., Ltd., and ATV Enterprises Limited.

(a)

STARL is a subsidiary of Xing Kong Chuan Mei
Group Co., Ltd., a substantial shareholder of the
Company. The connected transactions are:

(i)

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
Chinese News and Entertainment Channel.
For the year ended 30 June 2003, the service
charges paid/payable to STARL amounted to
approximately HK$82,082,000, which was
calculated under normal commercial terms (i)
mutually agreed upon between both parties
or (ii) specified under 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 under the 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 2003, commission
for advertising sales and marketing services
paid/payable to STARL amounted to
approximately HK$8,409,000, 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 under the waiver.
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(b)

(i) STARL acts as an agent to promote
international subscription sales and marketing
services for the Phoenix Group. For the year
ended 30 June 2003, commission for
international subscription sales and marketing
services paid/payable to STARL amounted to
approximately HK$2,349,000, 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
under the waiver.

STAR Filmed is an indirect wholly-owned subsidiary
of STAR Group Limited, which holds 100% of Xing
Kong Chuan Mei Group Co., Ltd., a substantial
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 2003, 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 under the waiver.

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.
Mr. CHAN Wing Kee also owns 95% of Dragon
Sheen Holdings Limited which holds 16.25%
indirect interest in ATV as at 30 June 2003. He
also owns 80% of Dragon Goodwill International
Limited, which has recently completed its
acquisition of 32.75% interests in ATV on 25 July
2003. The connected transaction relates to the
acquisition of certain television programme licences
from ATV Enterprises Limited. For the year ended
30 June 2003, programme licence fees paid/
payable to ATV Enterprises Limited amounted to
approximately HK$13,236,000, 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
under the waiver.
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A subsidiary of the Company has entered into an
agreement with Fox News Network L.L.C. (“Fox”), an
associate of Xing Kong Chuan Mei Group Co., Ltd., a
substantial 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
June 2001 in compliance with Chapter 20 of the GEM
Listing Rule. For the year ended 30 June 2003, the
service charges paid/payable to Fox amounted to
approximately HK$4,132,000, 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.

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 Xing Kong Chuan Mei Group Co., Ltd., which owns
37.6% interest in the Company. These connected
transactions relate to the provision of transponder rental,
uplinking and EPG services for Phoenix Chinese News
and Entertainment Channel. For the year ended 30 June
2003, the transponder rental and uplink costs paid/
payable to BSkyB amounted to approximately
HK$4,996,000, which were charged in accordance with
the service agreements with BSkyB. Such amount did
not exceed the annual cap of HK$6,600,000 approved
by the independent shareholders on 26 June 2002.
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For the year ended 30 June 2003, 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$219,000
which, were charged based on terms mutually agreed
upon between both parties. This is a connected
transaction but falls within Rule 20.25 of 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.

Prior to 15 July 2002, a subsidiary of the Company leased
certain office premises from STARL. For the year ended
30 June 2003, the office premises rental paid/payable
to STARL amounted to approximately HK$257,000,
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.

Pursuant to a tenancy agreement dated 6 February 2003
between the Group and the landlord, the landlord rented
to the Phoenix Group directly the office space for a term
of four years commencing from 15 July 2002.
Consequently, no rental is payable to STARL commencing
from 15 July 2002.
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During the year ended 30 June 2003, decoder devices
sold to STARL amounted to approximately HK$155,000,
which were charged based on terms mutually agreed
upon between both parties. This is a connected
transaction but falls within Rule 20.25 of 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.

During the year ended 30 June 2003, a motor vehicle of
approximately HK$323,000 was sold to ATV Enterprises
Limited, which was charged based on terms mutually
agreed upon between both parties. This is a connected
transaction but falls within Rule 20.23 of GEM Listing
Rules as the 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.

Pursuant to an agreement dated 29 May 2003, a
subsidiary of the Company has entered into an
arrangement to provide technical support services and
equipment to ATV for the operation of the ATV Home
Channel (U.S. version) via EchoStar Satellite Corporation,
a direct-to-home satellite television operator in the United
States.

For the years ended 30 June 2002 and 2003, the service
fees received/receivable from the provision of technical
support services and equipment to ATV were
approximately HK$583,000 and HK$1,150,000
respectively. The transaction commenced in January
2002 and the negotiation between both parties continued
for a considerable period of time before the final
agreement was entered into on 29 May 2003.
Consequently, the aggregate amount of approximately
HK$1,733,000 received/receivable from ATV was
recorded in the accounts of the Phoenix Group for the
year ended 30 June 2003.
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This is a non-exempt connected transaction which falls
within Rule 20.26 of the GEM Listing Rules, and are
subject to the announcement, approval of the
independent shareholders and other reporting
requirements set out in rules 20.34 to 20.36 of the GEM
Listing Rules. This transaction was announced on 29
May 2003 and approved, confirmed and rectified by the
independent shareholders on 26 June 2003.

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:

(@) 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.

Pursuant to the ordinary resolutions passed at the
Extraordinary General Meeting of the Company held on
26 June 2003, the Group has entered into new
arrangements in respect of connected transactions with
STARL, ATV Enterprises Limited and ATV commencing
from 1 July 2003, details of which have been disclosed
in the circular of the Company dated 10 June 2003.
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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 - BARF
— five largest customers - AREF
Programme purchases &0 B 5RE
— the largest supplier — AHER
— five largest suppliers — AR

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 28 to
the accounts. STAR Filmed is an indirect wholly-owned
subsidiary of STAR Group Limited, which holds 100% of Xing
Kong Chuan Mei Group Co., Ltd., a substantial 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 28 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 ATV. Mr. CHAN, Wing Kee also owns 95% of Dragon Sheen
Holdings Limited which holds 16.25% indirect interest in ATV.
He also owns 80% of Dragon Goodwill International Limited,
which has recently completed its acquisition of 32.75%
interests in ATV on 25 July 2003.

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 above mentioned, 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’s top five customers and/or programme suppliers.
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Today’s Asia Limited, Xing Kong Chuan Mei Group Co., Ltd.
and China Wise International Limited have interests 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, Xing Kong Chuan Mei Group Co., Ltd. and China Wise
International Limited are deemed to be the initial management
shareholders of the Company as defined under the GEM Listing
Rules.

Xing Kong Chuan Mei Group Co., Ltd., together with its ultimate
parent company, News Corporation, are active in the television
broadcasting industry worldwide. News Corporation’s
diversified global operations in the United States, Canada, the
United Kingdom, Australia, Latin America and the Pacific
Basin 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 advertising
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 Xing Kong Chuan Mei
Group Co., Ltd., owns and operates multimedia digital
platforms, including satellite television, in the Asia Pacific
region. STAR Group Limited and its subsidiaries (including
Xing Kong Chuan Mei Group Co., Ltd.) 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, Xing Kong Wei Shi, in southern
China by virtue of an agreement signed among STAR (China)
Limited (STAR Group Limited’s wholly-owned subsidiary),
China International Television Corporation (“CITVC"),
Guangdong Cable TV Networks Co. Ltd. and Fox Cable
Networks Services, L.L.C., an affiliate of STAR Group Limited.
STAR Group Limited further announced on 15 January 2003
that it has signed an agreement with CITVC, enabling Xing
Kong Wei Shi to be viewed nationally in hotels with three-
stars and above, and in foreign and overseas Chinese

compounds.
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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, a Hong Kong based
television broadcasting company. Mr. CHAN, Wing Kee also
owns 95% of Dragon Sheen Holdings Limited which holds
16.25% indirect interest in ATV as at 30 June 2003. He also
owns 80% of Dragon Goodwill International Limited, which
has recently completed its acquisition of 32.75% interests in
ATV on 25 July 2003. ATV is deemed to be a connected person
of the Company pursuant to the GEM Listing Rules. Primarily
aiming at audiences in Hong Kong, ATV 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. ATV announced in August
2002 that it had received the approval from the authorities in
China to broadcast its Cantonese and English channels
through the cable system in Guangdong.

Save as disclosed above, none of the Directors or the
substantial shareholders of the Company (as defined under
the GEM Listing Rules) has any interests in a business which
competes or may compete with the business of the Group.

Please refer to note 11 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.

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

The accounts in respect of financial years ended 30 June
2000 and 2001 were audited by Arthur Andersen & Co.
Pursuant to the combination of practice of Arthur Andersen
& Co with PricewaterhouseCoopers effective 1 July 2002, the
accounts for the year ended 30 June 2002 were audited by
PricewaterhouseCoopers.

The accounts for the financial year ended 30 June 2003 have

been audited by PricewaterhouseCoopers who retire and,
being eligible, offer themselves for re-appointment.

On behalf of the Board

LIU, Changle
Chairman

Hong Kong, 10 September 2003

Report of the Directors
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