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CHARACTERISTICS OF THE GROWTH ENTERPRISE MARKET (“GEM”) OF THE
STOCK EXCHANGE OF HONG KONG LIMITED (THE “EXCHANGE")

GEM HAS BEEN ESTABLISHED AS A MARKET DESIGNED TO ACCOMMODATE
COMPANIES TO WHICH A HIGH INVESTMENT RISK MAY BE ATTACHED. IN
PARTICULAR, COMPANIES MAY LIST ON GEM WITH NEITHER A TRACK RECORD OF
PROFITABILITY NOR ANY OBLIGATION TO FORECAST FUTURE PROFITABILITY.
FURTHERMORE, THERE MAY BE RISKS ARISING OUT OF THE EMERGING NATURE
OF COMPANIES LISTED ON GEM AND THE BUSINESS SECTORS OR COUNTRIES IN
WHICH THE COMPANIES OPERATE. PROSPECTIVE INVESTORS SHOULD BE AWARE
OF THE POTENTIAL RISKS OF INVESTING IN SUCH COMPANIES AND SHOULD
MAKE THE DECISION TO INVEST ONLY AFTER DUE AND CAREFUL CONSIDERATION.
THE GREATER RISK PROFILE AND OTHER CHARACTERISTICS OF GEM MEAN THAT
IT IS A MARKET MORE SUITED TO PROFESSIONAL AND OTHER SOPHISTICATED
INVESTORS.

GIVEN THE EMERGING NATURE OF COMPANIES LISTED ON GEM, THERE IS A RISK
THAT SECURITIES TRADED ON GEM MAY BE MORE SUSCEPTIBLE TO HIGH
MARKET VOLATILITY THAN SECURITIES TRADED ON THE MAIN BOARD AND NO
ASSURANCE IS GIVEN THAT THERE WILL BE A LIQUID MARKET IN THE
SECURITIES TRADED ON GEM.

THE PRINCIPAL MEANS OF INFORMATION DISSEMINATION ON GEM IS PUBLICATION
ON THE INTERNET WEBSITE OPERATED BY THE EXCHANGE. LISTED COMPANIES
ARE NOT GENERALLY REQUIRED TO ISSUE PAID ANNOUNCEMENTS IN GAZETTED
NEWSPAPERS. ACCORDINGLY, PROSPECTIVE INVESTORS SHOULD NOTE THAT
THEY NEED TO HAVE ACCESS TO THE GEM WEBSITE IN ORDER TO OBTAIN
UP-TO-DATE INFORMATION ON GEM-LISTED ISSUERS.

THE EXCHANGE TAKES NO RESPONSIBILITY FOR THE CONTENTS OF THE
REPORT, MAKES NO REPRESENTATION AS TO ITS ACCURACY OR COMPLETENESS
AND EXPRESSLY DISCLAIMS ANY LIABILITY WHATSOEVER FOR ANY LOSS
HOWSOEVER ARISING FROM OR IN RELIANCE UPON THE WHOLE OR ANY PART OF
THE CONTENTS OF THIS REPORT.

THE DIRECTORS COLLECTIVELY AND INDIVIDUALLY ACCEPT FULL RESPONSIBILITY
FOR THIS REPORT WHICH IS GIVEN IN COMPLIANCE WITH THE REQUIREMENTS
(RULES GOVERNING THE LISTING OF SECURITIES ON THE GEM) OF THE
EXCHANGE. THE DIRECTORS CONFIRM, HAVING MADE ALL REASONABLE
ENQUIRES, THAT TO THE BEST OF THEIR KNOWLEDGE AND BELIEF, () THE
INFORMATION CONTAINED IN THE REPORT ARE ACCURATE AND COMPLETE IN
ALL MATERIAL ASPESTS AND NOT MISLEADING; (1) THERE ARE NO OTHER FACTS
THE OMISSION OF WHICH WOULD MAKE ANY STATEMENT HEREIN MISLEADING;
AND (I11) OPINIONS EXPRESSED IN THIS REPORT HAVE BEEN ARRIVED AT AFTER
DUE AND CAREFUL CONSIDERATION ON THE BASIS AND ASSUMPTIONS OF
REASONABLENESS AND FAIRNESS.
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ANNUAL HIGHLIGHTS
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ﬂ)enix marked the entry
of Phoenix North American

Channel into the Canadian
market with a reception in
Vancouver.

BEERIE TR EERE
NEEEEMEAEM - I7E
BEERTTHREBEENES

The tenth anniversary of Phoenix
was celebrated in spectacular
style at the Hong Kong
AsiaWorld-Expo and attended by
a wide array of political figures
and celebrities.
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2006

Phoenix reached an agreement
with Quincy Jones, the famous
American jazz musician and
composer, to work together on a
number of creative projects.
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(Quincy Jones) Z i 15
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Phoenix mounted an exhibition
illustrating key events in its
first decade of operations at
the Beijing Capital Museum to
mark its tenth anniversary and
the Chinese Foreign Minister Li
Zhaoxing was among those who
attended.
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Phoenix dispatched a team of
reporters to Lebanon after the
Israeli invasion of southern
Lebanon to cover the fighting
and the impact of the conflict
on the region.
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in Beijing by the world-famous,
U.S.-based Chinese classical
pianist Lang Lang.
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Phoenix staged a performance The final of the Phoenix Miss

Chinese Cosmos pageant
was held in the Hong Kong
AsiaWorld-Expo on 28 October.

BEEH [PENRRRK
BIBRABENTA-TNBE
BBEMREREET

Chairman and CEQ of Phoenix
Liu Changle co-chaired the
International Emmy Awards Gala
in New York. The evening was
attended by many famous film
and television figures, including
the renowned director Stephen
Spielberg.
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THE GROUP'S REVENUE FOR THE YEAR
ENDED 31 DECEMBER 2006 WAS
APPROXIMATELY HK$1,057,667,000,
WHICH REPRESENTED A MODERATE
GROWTH OF 2.2% COMPARED WITH
2005.
AEBRE_EZEEFANFET_H=1+—H
IHAEERMB AR #A1,057,667,000#7C »
R ERFEBRMERE2.2% -

CHAIRMAN'S STATEMENT
FEREHEE

e Revenue for the year ended 31 December 2006 was 2.2% higher than the
previous year, reaching approximately HK$1,057,667,000.

e The increase in revenue generated an annual profit attributable to equity holders
of approximately HK$212,385,000, which was an 17.0% improvement over the
profit achieved in 2005.

e The performance of InfoNews remained relatively stable, with a marginal increase
in revenue being offset by a rise in operating costs.

¢ The Board recommended a final dividend of HK$0.014 per share.

e HEZERNF+_A=1T—HILFEMNKAEIE491,057,667,000/ T *
BREFEH2.2% °

o WA RERERIFEABMGER HH%212,385,0008 7T M _EZRF
ﬁﬁHX?%ﬁ%IJLﬂN 0% °

o BEERERGNRRIARFEURE WAREGREE EEMERLE
BZKLHF@EE%

o EEEEZHIKLE AR EFN0.0148TT o
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The Group’s revenue for 2006 increased 2.2% over that of 2005, which in
fact consolidated the major turn-around that the Group achieved in 2004
after several loss-making years. Profit attributable to equity holders reached
a record high.

The Group’s revenue for the year ended 31 December 2006 was
approximately HK$1,057,667,000, which represented a moderate growth
of 2.2% as compared with 2005. Total operating costs remained at a steady
level, with a marginal decrease of 1.1% to approximately HK$866,813,000.
The major fluctuation in the operating costs was the increase of programming
costs, but this was offset by the reduction of doubtful debt provision.

The Group’s profit from operations and profit attributable to equity holders
for the 2006 financial year were approximately HK$190,854,000 and
HK$212,385,000 respectively. These figures represented improvements
of approximately HK$32,169,000 and HK$30,903,000 respectively over
the 2005 financial year. During 2006 the Group recognized a deferred tax
asset amounting to approximately HK$13,900,000, which provided a one-
off boost to the Group’s income.

The chart presented below compares the Group’s performance for the year
ended 31 December 2006 with that for the 2005 financial year in order to
give a clearer picture of the overall trend of the Group’s operations.

Phoenix Chinese Channel BERP XA

Phoenix InfoNews Channel HEW&‘I%Eﬁﬂ::

Phoenix Movies Channel, ﬂﬁ%‘ﬂﬁz%é .
Phoenix North America Chinese Channel & BEEREMNE R

ﬂ@éﬂﬁ&w}l‘l a

Phoenix Chinese News and Entertainment Channel

Other businesses Hih 5%
Group's total revenue REERKA
Operating costs FREER AN
Profit from operations FESewinvl

Profit attributable to equity holders of the Company
TR&EF B

Earnings per share, Hong Kong cents
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CHAIRMAN'S STATEMENT i #g+#&
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Year ended 31 December

HE+-A=T—HIFE

2006 2005
e NS —ETRF
HK$'000 HK$'000
FB FH7
722,697 749,650
223,550 165,186
68,575 61,962
42 845 57,970
1,057,667 1,034,768
(866,813) (876,083)
190,854 158,685
212,385 181,482*
4.30 3.67

* This figure included the one-off gain from the disposal of 50% of Phoenix’s interest in the property in Shenzhen, which amounted to approximately HK$12,000,000
in the second quarter of 2005, and an unexpected increase in other revenue of approximately HK$10,000,000 in the third quarter of 2005 that resulted from the

upward movement of the Renminbi against the Hong Kong dollar in July 2005.

Y WEEEER -TERFE - FEHEBREGE ORI EFS0% M M EUS —
AL 2R RFE=FENEMUPAZIMENLI10,000,0008 7T °
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The Phoenix Group’s basic television business continued to perform well. The
Phoenix Chinese Channel, which is still the core component of the Group,
has maintained its position by featuring a wide array of entertainment and
information programmes, ranging from talk shows and interviews through
to human-interest stories about the personal hardships people can face in
a time of very rapid economic and social change, that cater to the tastes of
the Chinese-speaking audience in mainland China and beyond. Phoenix
Chinese Channel revenue decreased slightly compared with the previous
year, but this decrease was more than compensated by a significant jump
in the income of InfoNews, which achieved a record high in 2006.

InfoNews continues to be the outstanding broadcaster of international
news in the Chinese-language market, and makes a major contribution to
the Phoenix brand name, underscoring Phoenix’s reputation for a global
outlook and real-time information.

08 JRE S B4R 2006
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During this period, InfoNews provided comprehensive coverage of breaking
international news, including real-time coverage of the continuing violence
in Iraq, the Israeliincursion into Lebanon, where a team of Phoenix reporters
did on-the-spot reports on the fighting, the Iranian nuclear programme,
and the North Korean missile launches and nuclear test. Phoenix also
followed key China-related stories, such as President Hu Jintao’s visit to
the United States, the meeting of the Shanghai Cooperation Organisation,
which brings together China, Russia and the four main countries of
Central Asia, and Kim Jong-il's unpublicised visit to China. Phoenix did
extensive reporting on Taiwan, including on the mass protests aimed at
removing Chen Shui-bian from office, which were rarely mentioned by any
other Chinese-language television services broadcasting to the mainland
Chinese audience.

Phoenix placed special emphasis on China/United States relations at the
time of President Hu Jintao’s visit to the United States. Phoenix interviewed
the then Deputy-Secretary of State Robert Zoellick, held discussion
programmes with a number of American commentators including former
Secretary of State Henry Kissinger, and together with the Brookings
Institution organised a forum on China/U.S relations that featured a range
of experts on China/U.S. relations.

Phoenix celebrated its tenth anniversary on 31 March 2006 with a
spectacular event at Hong Kong AsiaWorld-Expo. This occasion provided
an opportunity to showcase both Phoenix’s capacity for entertainment, and
its concern with social issues and international developments. A number
of Hong Kong celebrities, including Jackie Chan, Andy Lau and Eric Tseng,
took part, as did a range of government and religious figures, along with
people who had witnessed some of the worst events of recent years,
including the terrorist attack on New York’s World Trade Center and the
Biselan massacre in southern Russia.

CHAIRMAN'S STATEMENT )i i th&
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Phoenix further consolidated its global reach in 2006, and began
broadcasting to the two major regions that previously had no access
to Phoenix programming. The North American Channel and InfoNews
both began to broadcast across South America on the SATMEX-6
satellite in April, and InfoNews began to be carried on TELSTAR-12 in
May, which enabled it to reach South Africa, where a sizeable Chinese
minority had previously been unable to receive Phoenix. The Group
strengthened its already well-established position in South-East Asia,
reaching an agreement with the largest Philippines cable operator, Sky
Cable, to begin carrying both the Chinese Channel and InfoNews in
May this year.

The unique position that Phoenix occupies in the global Chinese-speaking
world was exemplified by Phoenix Satellite Television’s sponsorship and hosting
of the International Academy Day in Beijing in August, which was held by the
New York-based International Academy of Television Arts and Sciences.

In September, the Group entered into an agreement with Freescale
Semiconductor Hong Kong Limited to acquire a site in Tai Po, Hong
Kong, in order to provide more spacious premises to cope with the
future expansion of the Group’s business and operational activities.
The Group will take over the Tai Po site in late May 2007 and plans to
move in after the refitting is completed in late 2007 or early 2008. The
transaction is not expected to have any material impact on the liquidity
of the Group.

While the Group’s television business continued to generate a profit it has
also been exploring ways to expand its access to the Chinese market.
As a consequence the Group’s shareholding changed in August, when
China Mobile (Hong Kong) Group Limited acquired a 19.9% interest in
the Group from Xing Kong Chuan Mei Group Co., Ltd., and China Mobile
Limited entered into a strategic agreement with Phoenix to jointly develop,
market and distribute wireless content, products, services and new media
applications. This agreement creates a framework for Phoenix to cooperate
with China’s largest telecommunications operator, thereby enabling the
Group to have direct access to China Mobile’s network and provide content
for China Mobile once mainland telecommunications companies begin to
provide 3G services.

10 JRE#E B4R 2006
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The Chinese television market continues to undergo many changes, as
mainland television companies increasingly compete for the Chinese market
by developing innovative programming, but the Group’s management remains
confident that it can maintain its position as the main Mandarin Chinese-
language television broadcaster that is based outside mainland China.

The Group’s performance throughout 2006 has shown improvement over
the previous year, providing evidence to support the assessment that the
major turn-around in commercial results that Phoenix achieved in 2004
and continued to enjoy in 2005 will persist. The Chinese economy remains
buoyant, and should remain a steady source of advertising revenue. At the
same time Phoenix is exploring other outlets for its content in order to ensure
that the effort it invests in producing new and innovative programming
generates the maximum financial returns possible. The management believes
that the Group’s business will remain solid for the foreseeable future.

LIU Changle
Chairman

Hong Kong, 8 March 2007

CHAIRMAN'S STATEMENT £ Ji #g # #&
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A GLOBAL MEDIA ORGANISATION

B2 2R

Asia Pacific 35K [&

As a satellite broadcaster Phoenix is primarily
distributed by AsiaSat, which has a footprint
covering the Asia-Pacific region. On the Chinese
mainland Phoenix is downloaded to many
regional cable networks by Sinosat, and in Hong
Kong it is on all major distribution systems. In
many other countries and regions Phoenix is
also carried by local operators.
ER—EZREANGEES  BEAEER
DE=ZRSEEREED AME o 72 BIKRE -
BEERBASHEEEATHBHNKR
Fro AR RHAMMT - BEASLERENE
BRAEGEIEM -

Malaysia 552K P8z

Phoenix Is distributed by ASTRO, the major DTH
operator, in Malaysia.

BEGEBAERMIEASTRO - LLEETIF
(DTH) T 2 48/EHE -

Singapore #T N3
Phoenix is carried by Starhub in Singapore.
JBLE\ETAR HE AT I3 2 F148 5 (Starhub) e

Indonesia E/E

Phoenixis carried by Kabelvision and DirectVision
in Indonesia.

[Bl /23748 3 A EIFE Kabelvision & DirectVision

Japan BHZAX

Phoenix is carried by Rakuraku Communications
in Japan.

BE®EREABRARELZ D (Rakuraku

Communications) °
Australia B M

Phoenix is available from ASIASAT.
BlEE R B BEMEE (ASIASAT) EHE -

12 JRR A B 2000
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New Zealand 478/
Phoenix is carried by WorldTV in New Zealand.
JBLEVEIR 3 AFT PR R EBAR A (World TV) ZA4¢ ©

Africa FEM
Phoenix is carried by the TELSTAR-12 satellite.
BlEE18 BB TELSTAR- 1255 FI 2 #ETEIE -

South Africa Fa3F
Phoenix is now carried on the SATMEX-6 satellite.
B E BRI FEBSATMEX-6R BT EE & -

North America 3b3EM
Phoenix North America Chinese Channel is carried

by DirecTV and EchoStar in the United States and by
Rogers in Canada.

BEEHREMNEEEXZBBEBDirecTV X EchoStar
RAENZERiE 1B Rogers & o

Europe BUM

Phoenix Chinese News and Entertainment, the Phoenix
European Channel, is carried by Sky Digital, Eurobird 6,
and a number of other national cable systems in Europe.
BREESEBMNEXNEARMNNERTLEERHE
Sky Digital ~ Eurobird 6 LA & Z EBI R G R ER AL -



BlRER
Phoenix Chinese Channel

Phoenix Movies Channel

Phoenix InfoNews Channel

Phoenix Website

A GLOBAL MEDIA ORGANISATION & 3 4 2k

Phoenix global reach

BE =R

Phoenix news bureaux and reporters worldwide

® pEzmFEpEEREDES

Asia Pacific Ze K&

Indonesia

ENfe

New Zealand {B7E RS

O ©0

E) =) Bl &
Phoenix NA Chinese Channel  Phoenix CNE Channel

Phoenix Magazine

PHOENIX ANNUAL REPORT 2006 13



Phoenix has a global outlook, and in its approach to covering news it seeks to
provide the Chinese audience with up-to-the-minute information about the major
events and developments happening around the globe. Underlying this approach
is the belief that no one is isolated from global developments and that the Phoenix
audience needs to have access to information about the key international events
at any particular time.

BEREARREY M LFBRET BRI NOEFBRRIZHIRE
T BANEABHRBRBENBFEN NEEBRELRETATMINZR
SREUR MEBMRE R EMSMG N @R EASH - o







A GLOBAL TEAM THE MAINLAND
2 MK R

To fulfill its role as a global broadcaster, Phoenix has a team of presenters and
reporters drawn from mainland China, Taiwan, and Hong Kong, as well as from
the global Chinese community.

The core of the Phoenix team is drawn from the four corners of the Chinese
mainland, from regional centers such as Lanzhou, Fuzhou and Xiamen as well
as from cities like Beijing, Shanghai and Guangzhou.

ATERREFRETERERREHENAC  BEFRETBEIARE 84
EEREREFLAFPAREERERCER( R
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Dong Jiayao E
Li Hui >iE
Chen Luyu PRER
Chen Xiaonan  FREE#S
Zeng Zimo 8=
Yuchi Linjia FIEM S
Olivia Xu FFACHE
Shen Xing L2
Jiang Xinrong ~ JLiR&E
10 Dou Wentao B
11 Cao Jingxing BRI
12 Li Wai =
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A GLOBAL TEAM TAITWAN
% 3k % o

Shi Chiping ABF
Vie Tseng i
Jason Chien e
Sally Wu R/INH]
Alice Wang TE
Avon Hsieh EiCEDz

Tiger Hu HA—
Chiang Shengyang E&15
Chen Yuchia PRERE
0 Shannon Liu 23
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Some of the most popular Phoenix presenters come from taiwan, bringing
a distinctive style that appeals to the mainland Chinese audience.

BEEREZERZBUNIHREEE  MFERTENEB RS
B ARPEER R
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A GLOBAL TEAM HONG KONG & THE REST OF THE WORLD

7 3R B 7 s L

With its headquarters in Hong Kong, Phoenix has a strong contingent of
reporters, presenters and cameramen who originate from Hong Kong, and
who bring a high level of professional and technical competence to Phoenix.

The Phoenix team also includes key players who have close ties with the rest
of the world, having worked, studied or acquired citizenship in many countries,
including Australia, Canada, and the United States.

DEEREMNEEARERERBANREETBNGLE TRRESE
LMASREFERTRESKFNEREREMES -
BEEREBRNEIZNETEREERAIMERIBENAL  MABES
BERERIEM - INEAREE T EBERIMELRERK -
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Ada Lau 2%
Yang Jinlin 15 88 1k
Anthony Yuen BrR
Jonathan Sa 53¢

Lawrence Ho fAl5E5m
Leung Mantao RE
Angela Chow A8
Ma Dingsheng 202
Peter Qiu HEE
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THE CHINESE GATEWAY
g

According to the second half-year of 2006 “Audience Appreciation Survey
of Phoenix TV”, Phoenix Chinese Channel continued to surpass other
satellite channels in China by securing the No.1 position in the Audience
Satisfaction Index. This is the fifth consecutive time since the second half-
year of 2004 that Phoenix has ranked at the top of the list.

Phoenix Chinese is outstanding among foreign broadcasters operating
in China, with an audience comprising 82.4% of those watching foreign
channels, far surpassing the viewership of any other channels, and is also
the television media most watched in offices.

Phoenix Chinese is the third most popular nationwide channel among
Affluent Business Executives, outperforming CCTV News, CCTV-2, Hunan
Satellite, Dragon TV, etc. This demonstrates that Phoenix Chinese Channel
has a comparatively strong influence among Chinese business executives.

GENERAL SATISFACTION INDEX & B

R L

BER_ZZTNFE NEFHETH [BEERE
PRmEEAERS] BR BEARPXEEE
BEPEAMNEOEEEE BEERRE
BEHE (-t BE T F FNHFUKR
BEEREER TP TEEM -

BERHPXEERZHEINABHEB T HRE
y\w&me824% RIBHBAEMERIEE
ERSRZEINHAETERELR BEFSR
ERAEEERTERSISN B 25FE
BRTENNETF-

BERERAE=AGITEAFEBHALEDNE
B EGAE  BBARRHEREE AR E
WEER  RTAGEEE  RPBEERF
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81.8
75.8 73.4
I I I I I I 66.8 64-5 64-3
Phoenix Chinese Channel CCTV-3 Phoenix InfoNews Channel CCTV-10 CCTV News
BE#Rf XA hREZE BE#ERERA hRETE hAREHESRE
CCTV General CCTV-5 Phoenix Movies Channel Hunan Satellite CCTV-12
FRE—E PRERE BEEREYE MEER hRETZE
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THE CHINESE GATEWAY H 5

AUDIENCE APPRECIATION SURVEY — VIEWING IN THE OFFICE
P2 5 5 0 0 B R

Phoenix Chinese Channel

BE&EHXE

CETV
FEREH

Phoenix InfoNews Channel

BE&RAMNA

Xing Kong Satellite
BZ=ER

Phoenix Movies Channel
BEERERE

NGC
B IR SR8

Asia Plus

REER

Sun Satellite
5 HEAR

Macau Five Star Satellite TV
SRR 2 &R

Channel [V]

ESPN

HBO
HBOE 4838

1.2

1.2

1.2

1.2

1.2

82.4

Phoenix Chinese Channel stands
out as the most watched of all
foreign broadcasters. In offices
Phoenix Chinese Channel is also
the most watched television media.

BERPAXAEMBINHERAE
¢Eﬁrﬁ@ ERAE - BEE
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2006 CHINA BUSINESS EXECUTIVE SURVEY

R YN K

CCTV-1
PRE—E

CCTV-5
PRELE

Phoenix Chinese Channel
BE#RPXAE

CCTV-News
hAREHEEE

Phoenix InfoNews Channel
BEERERA

Hunan Satellite

HEER

CCTV-2

FREZE

Dragon TV

ERAER

CCTV-3

PRE=ZE

Travel Satellite

R ER

49.4

The daily reach of Phoenix Chinese
Channel among Chinese business
executives is in the top 10.
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CORPORATE INFORMATION 72 ® &F

BOARD OF DIRECTORS

EXECUTIVE DIRECTORS
LIU Changle (Chairman)
CHUI Keung

WANG Jiyan

NON-EXECUTIVE DIRECTORS
LU Xiangdong

GAO Nianshu

Paul Francis AIELLO

LAU Yu Leung, John

GONG Jianzhong

[INDEPENDENT NON-EXECUTIVE DIRECTORS
LO Ka Shui

LEUNG Hok Lim

Thaddeus Thomas BECZAK

COMPLIANCE OFFICER
CHUI Keung

COMPANY SECRETARY
YEUNG Ka Keung, A.C.A.

CAYMAN [SLANDS ASSISTANT SECRETARY
Codan Trust Company (Cayman) Limited

QUALIFIED ACCOUNTANT
YEUNG Ka Keung, A.C.A.

AUDIT COMMITTEE

Thaddeus Thomas BECZAK (Chairman)
LO Ka Shui

LEUNG Hok Lim

LAU Yu Leung, John

REMUNERATION COMMITTEE
Thaddeus Thomas BECZAK

LO Ka Shui

LEUNG Hok Lim

LAU Yu Leung, John

GAO Nianshu

AUDITORS
PricewaterhouseCoopers

EHR
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Paul Francis AIELLO
2 H=
Ly
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B
RER

Thaddeus Thomas BECZAK
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Kl B
B8 » A.CA.
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Codan Trust Company (Cayman) Limited

e tiacm
%58 * A.C.A.

FMREY
Thaddeus Thomas BECZAK (E/% )
B3I

el

FMEZEE
Thaddeus Thomas BECZAK
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HEAD OFFICE AND PRINCIPAL PLACE OF BUSINESS

Sth Floor

One Harbourfront
18 Tak Fung Street
Hunghom

Kowloon

Hong Kong

REGISTERED OFFICE
Cricket Square

Hutchins Drive

P.O. Box 2681

Grand Cayman KY1-1111
Cayman Islands

PRINCIPAL SHARE REGISTRAR
Butterfield Fund Services (Cayman) Ltd.
P.O. Box 705

Butterfield House

68 Fort Street

George Town

Grand Cayman, Cayman Islands

HONG KONG BRANCH SHARE REGISTRAR
Hong Kong Registrars Limited

Shops 1712-1716

17/F., Hopewell Centre

183 Queen’s Road East

Wanchai, Hong Kong

PRINCIPAL BANKERS

Hongkong and Shanghai Banking Corporation Limited
Bank of Communications

Industrial and Commercial Bank of China (Asia) Limited
Citic Ka Wah Bank Limited

WEBSITE ADDRESS
www.phoenixtv.com
www.irasia.com/listco/hk/phoenixtv/index.htm

GEM STOCK CODE
8002
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MANAGEMENT DISCUSSION & ANALYSIS % 2 g it im % 53 #r

COMMENTS ON SEGMENTAL
INFORMATION

The table below shows the comparison of operating results of the Group’s
businesses for the year ended 31 December 2006 and 2005 respectively.

Phoenix Chinese Channel BEERHAXE
Phoenix InfoNews Channel BEEREME
Phoenix Movies Channel, Phoenix North America BEEREZS

BE#AREEMNE K
REHRBMNE

Chinese Channel & Phoenix Chinese News and
Entertainment Channel

Other businesses H b2

Corporate overheads SBETEE N

Profit from operations K g A

o Corporate overheads in 2005 included a non-recurring write back of an
over-provision for commission expenses which amounted to approximately

HK$8,000,000.

Revenues from television broadcasting, comprising both advertising and
subscription revenues, which accounted for 95.9% of the Group’s total
revenue for the year ended 31 December 2006, increased by 3.9% to
approximately HK$1,014,822,000 (year ended 31 December 2005:
HK$976,797,000). The segmental result for television broadcasting
recorded a profit of approximately HK$351,549,000 for the year ended
31 December 2006 (year ended 31 December 2005: 281,610,000).

Revenue from the Group’s flagship channel, Phoenix Chinese Channel,
which accounted for 68.3% of the Group’s total revenue for the year ended
31 December 2006, marginally decreased by 3.6% to approximately
HK$722,697,000 (year ended 31 December 2005: H$749,650,000).

Phoenix InfoNews Channel’s revenue accounted for 21.1% of the
Group’s total revenue for the year ended 31 December 2006, and
increased by 35.3% to approximately HK$223,550,000 (year ended
31 December 2005: HK$165,186,000).

The cumulative revenues of Phoenix Movies Channel, Phoenix North
America Chinese Channel and Phoenix Chinese News and Entertainment
Channel, increased 10.7% as compared to the year ended 31 December
2005 to approximately HK$68,575,000.

oy BUE Bt i

TRETEAEEEGIRLBHE_TTRER

“EERFE T _A=T - HLEFENAEEEBL

Year ended 31 December

BE+-A=1+—HLHFE

2006 2005
—EEARF —TThF
HK$’000 HK$'000
FERx T
370,715 353,569
33,245 (12,573)
(58,612) (60,495)
(8,887) (3,760)
(145,607) (118,056)**
190,854 158,685

o RETERFHERBTHE S O3 B FHEER
1.2 FEAE i (4 7 0] 49 75 8,000,000, 7T °

REBGEROWA (BIEE
3.9% £#91,014,822,000 T (HE_TZEHF =
A=+—H1%E 976,797,000 t) ' 6&E=E
CTEEARFT A=+ HIEFEAERAKAN
959% c BHEZZTTNFT_A=T—HIEFE " &
BB D B E SRS R4 351,549,000 T (B =
“EERFF+_A=+—HLFE : 281,610,000/
TT) °

ERYARBRA) EFF

KRB A& E R ER SRE — BEEE P A R AR
M TRFE3.6% 241722,697, OOO/%TE (HE_ZTTHTF
+ZA=1+—HIFE : 749,650,000% 7 ) * 15H
E-TEFT_A=T—HILEFEAEBRBIKA
#168.3% °©

HE_ZEEZAF+_A=+—"BILFE BEf
BERENRAGAERERRAN21.1% £
35.3% E#9223,550,000/8 7T (BE -—STTRF+—
BA=+—HI-4E : 165,186,00087T ) °

BEEREFE  BEAERIMNE REEFREMN
‘aﬁ@fﬁ?ﬁﬂ&)\?ﬁi_ggﬂﬁ—f— A=+—H1
FE_L7+10.7% Z£4768,575,000/ 7T °
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COMMENTS ON SEGMENTAL
INFORMATION (CONTINUED)

Revenue from programme production and ancillary services decreased
to approximately HK$26,498,000, which included intra-group sales of
approximately HK$24,584,000, for the year ended 31 December 2006
(year ended 31 December 2005: total revenue HK$32,799,000; intra-
group sales — HK$28,808,000).

The revenue of the internet services increase to HK$13,490,000 with a
segmental profit of HK$894,000.

Other activities, which included advertising and subscription revenue
from the Phoenix Weekly magazine and handling income from television
subscriptions, contributed marginally to the Group for the year ended
31 December 2006.

The increase in corporate overheads was mainly attributable to the
advertising and promotional costs incurred in celebrating the 10th
anniversary of Phoenix earlier last year.

Please refer to note 5 of the notes to the financial statements for a detailed
analysis of segmental information and the “Business Overview” in this
report for commentary on our core business.

DIVIDEND

The Board has decided to recommend a final dividend of HK$0.014 per
ordinary share for the year ended 31 December 2006 (2005: HK$0.012
per ordinary share). Upon approval by the shareholders, the final dividend
will be paid on or about 30 June 2007 to shareholders whose names
appear on the register of members of the Company on 21 June 2007.

ACQUISITIONS AND DISPOSALS
OF SUBSIDIARIES AND AFFILIATED
COMPANIES

The Group had no material acquisitions or disposals of subsidiaries and
affiliated companies during the year ended 31 December 2006.

LIQUIDITY AND FINANCIAL RESOURCES

The liquidity and financial resources of the Group as at 31 December 2006
gradually improved compared to those of the Group as at 31 December
2005. The aggregate outstanding borrowings of the Group as at 31
December 2006 were approximately HK$4,743,000, representing current
accounts with related companies which were unsecured and non-interest
bearing (as at 31 December 2005: HK$4,900,000). Such fluctuation was
within the normal pattern of operations of the Group.
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LIQUIDITY AND FINANCIAL RESOURCES
(CONTINUED)

As at 31 December 2006, the Group had an outstanding purchase price
of approximately HK$96,720,000 payable under a sale and purchase
agreement with Freescale Semiconductor Hong Kong Limited whereby the
Group agreed to purchase a property located in the Tai Po Industrial Estate
in Hong Kong from the said Freescale Semiconductor Hong Kong Limited.
In accordance with the requirements of the Hong Kong Science and
Technology Parks Corporation, which operates and manages the Tai Po
Industrial Estate, the Group shall complete installation of new machinery
and equipment with a value of not less than HK$105,000,000 at the
property within 48 months from 31 May 2007.

The gearing ratio of the Group, based on total liabilities to equity attributable
to equity holders of the Company, was 23.0% as at 31 December 2006 (as
at 31 December 2005: 15.5%). Accordingly, the financial position of the
Group has remained very liquid.

As most of the Group’s monetary assets are denominated in Hong Kong
dollars, US dollars and Renminbi, with minimal balances in UK pounds
and Taiwan dollars, the exchange rate risks of the Group are considered to
be minimal.

CHARGE ON ASSETS

As at 31 December 2006, deposits of approximately HK$3,907,000 (as at
31 December 2005: HK$3,407,000) were pledged with a bank to secure a
guarantee given to the landlord of a subsidiary.

Other than the above, the Group did not have any charge on its assets as
at 31 December 2006 and 31 December 2005.

CAPITAL STRUCTURE

During the year ended 31 December 2006, other than the exercise of
share options granted (detail as per note 27 to the financial statements),
there was no change in the Company’s share capital. As at 31 December
2006, the Group’s operations were mainly by equity holders’ equity.
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STAFF

As at 31 December 2006, the Group employed 742 full-time staff
(31 December 2005: 710), at market remuneration with employee benefits
such as comprehensive medical coverage, insurance plan, defined
contribution pension schemes and an employee share option scheme. Staff
costs for the year ended 31 December 2006 increased to approximately
HK$263,418,000 (year ended 31 December 2005: HK$242,207,000).

The Group did not experience any significant labour disputes or substantial
change in the number of its employees that led to any disruption of normal
business operations. The Directors consider the Group’s relationship with
its employees to be good.

SIGNIFICANT INVESTMENTS HELD

As at 31 December 2006, the Group invested in certain unlisted security
investments with an estimated fair market value of approximately
HK$141,300,000 (as at 31 December 2005: HK$89,729,000). Save as
disclosed above, the Group has not held any significant investment for the
year ended 31 December 2006.

FUTURE PLANS FOR MATERIAL
INVESTMENTS AND EXPECTED SOURCE
OF FUNDING

The Group will continue to consolidate its existing businesses while
exploring new business opportunities that will complement and enhance
its existing businesses.

As at 31 December 2006, the Group was considering various investment
projects and options but had not made any solid plan for pursuing the
same.

CONTINGENT LIABILITIES

Other than disclosed in note 32 to the financial statements, the Group
had no material contingent liabilities as at 31 December 2006 and
31 December 2005.
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DIRECTORS AND SENIOR MANAGEMENT PROFILE # % J & %

DIRECTORS

Executive Directors
Mr. LIU Changle, aged 55, appointed on 2 February 2000, is the chairman
and chief executive officer of Phoenix Satellite Television Holdings Limited.

Mr. LIU graduated from Communication University of China in the early
1980s, and joined the China Central People’s Radio Station, with which he
has held over the years the positions of reporter, editor, news commentator
and senior management, and participated in the reporting and commentary
of a number of important national occasions and events.

Mr. LIU's PRC domestic and overseas investments include broadcasting,
petroleum, infrastructure construction, real estate development, trading
and cultural businesses.

On 31 March 1996, Mr. LIU, through Today’s Asia Limited, which is 93.3%
owned by him, together with Satellite Television Asian Region Limited
and China Wise International Limited, jointly founded Phoenix Satellite
Television Company Limited (“Phoenix HK”). He became and remains the
chairman of the Board and the chief executive officer of Phoenix.

Mr. LIU Changle gained widespread accreditations from local and overseas
for his enthusiasm and achievement in the media industry. In the recent
years, he received the awards and honours as follows:

In August 2000, The Journalist of Taiwan, Ming Pao of Hong Kong and
Hong Kong Metro Broadcast Corporation Limited jointly held a survey of
“Power 50 year 2000”. Mr. LIU ranked 78 among the 150 nominated
candidates in the Greater China region.

In December 2000, Mr. LIU was selected as “Intellect of the Media” in the
“Top Ten Pairs in Focus 2000” election organized by China Newsweek (A
B 37 78 7)), which is an emerging weekly for current China events that
operates by China News Services (Ff BIZ R4t ).

In June 2001, Mr. LIU was ranked 17th of Asia’s most influential
communicators in “The Power 50 2001” survey organized by Asia Week.
Mr. LIU was also listed in the “Man of the Cover in the 21st Century Award”
(21 42 £ m A ¥) jointly organized by United Nations Development
Programme, Poverty Reduction Office of the State Council (BB 8¥)
and Hong Kong Commercial Daily.
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DIRECTORS (CONTINUED)

Executive Directors (Continued)

In May 2004, Mr. LIU Changle received the Robert Mundell Successful
World CEO Award, an award named after the Nobel Prize winning
economist, Professor Robert Mundell, “Father of Euro”, by “leaders of the
global Chinese television program providers”( & ki = s 85 18 &7 B 12 (£ 15
) 48 & ). At the Singapore Asia-Pacific Overseas Chinese Commercial
Leaders Forum in June 2004, Mr. LIU Changle together with Mr. LI Ka-
Shing, Mr. KUOK Hock Mien and Mr. ZHANG Ruimin were amongst the 30
short-listed Chinese leaders and they were also honoured with the “2004
Most Creative Asia-Pacific Overseas Chinese Business Leader Award”.

In January 2005, Mr. LIU was listed in the “Man of Year in China New
Economy 2004” election organized by China Internet Weekly and co-
organized by Sina.com. In the most outstanding CEO and outstanding
enterprise in China region 2004 campaign, organized by an association
of the world CEO “Association of International CEOs” in March 2005, Mr.
LIU Changle was awarded as “CEO of Outstanding Enterprise Award”. In
December 2005, Mr. LIU was selected as “Top 10 Men of Elite in China”
organized by Mangazinee Brand (Mangazine ® &£ ).

At 2006 Enterprising China Summit Forum jointly hosted by the
Contemporary Manager and Peking University in May 2006, Mr. LIU was
selected as one of “Top 10 Enterprising Leader Candidates”. Mr. LIU
appeared in “List of New Talents for Ten Years in 1996-2006" organized by
New Weekly in August 2006. At “Top 500 Asia Brand” jointly organized by
the Certification & Supervision & Management Center for Asia International
Reputed Brand and the China Economy Information under Economy Daily
in September 2006, Mr. LIU was awarded as “Man of Year for Asia Brand
Innovation Award”. In October 2006, Mr. LIU was awarded as “Prominent
Person for Sculpturing Media Brand ”, by the first China Brand Media
Summit Forum & Brand Media Union. In November 2006, at “The Second
World Prominent Chinese Businessman Convention” jointly hosted by the
Ministry of Commerce of the People’s Republic of China, Beijing Municipal
Government and the World Prominent Chinese Businessman Association,
Mr. LIU was awarded as “Top 100 Most Influential Chinese Businessman”.
In December 2006, Mr. LIU was also listed in “the 4th Top 25 Most
Influential Business Leader” election organized by China Entrepreneur.

In January 2007, Mr. LIU was awarded as “Prominent Achievement for
Chinese Philanthropy”, “Persons of Chinese Charity Award”, “Person of
Year in China Media Industry Award 2006” and “Top 10 Entrepreneur
with Most Chinese Business Spirit Award”. Mr. LIU was awarded as
“Entrepreneur in Media Industry Award” in “Ernst & Young’s China

Entrepreneur 2006” organized by Ernst & Young in February 2007.
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DIRECTORS (CONTINUED)

Executive Directors (Continued)

Mr. LIU Changle was appointed twice to the board of directors of Nanjing
University since 2003, and is an honorary visiting professor at the
Communication University of China, at Nankai University and at Sun Yat-
Sen University. In November 2006, Mr. LIU Changle was conferred a
honorary doctoral degree by City University of Hong Kong in recognition of
his significant contribution to learning and the well-being of society.

Mr. LIU Changle is one of the substantial shareholders of Asia Television
Limited in Hong Kong , and he is also a member of the International Board
of the US National Academy of Television Arts and Sciences. He was
appointed the chairman of both the 2005 and 2006 iEMMYs Festival by
the International Academy of Television Arts & Sciences on 22 November
2004. In November 2006, Mr. LIU was awarded a medal by National
Academy of Television Arts and Sciences in recognition of Phoenix Satellite
TV’s outstanding achievement for which it sponsored and hosted the
International Academy Day in Beijing in August 2006.

Mr. LIU was appointed a Justice of the Peace by the government of the
Hong Kong Special Administrative Region in July 2004. On 1 March 2005,
Mr. LIU was appointed as Member of the Tenth National Committee of
Chinese People’s Political Consultative Conference (F2 B A R B A #3 75
e E+E2HES ). In November 2005, Mr. LIU was appointed a
member of Hong Kong Strategy Development Committee by the Hong
Kong Special Administrative Region.

Mr. CHUI Keung, aged 55, appointed on 5 June 2000, is the executive
director and deputy chief executive officer of the Company. Mr. CHUI
graduated from the department of journalism of Fudan University in
Shanghai and served in the China Central People’s Radio Station for over
10 years. Since the establishment of Phoenix on 31 March 1996, he has
been in charge of the overall daily operations, the public relations and
promotion strategies of Phoenix, and the coordination of the relationships
with PRC government entities. He also assists in establishing and
implementing the corporate development strategies of the Company.

Throughout the term of office with the Phoenix Group, Mr. CHUI has
been instrumental in Phoenix's PRC domestic business development,
programme production, advertising operation, marketing network and
public relations. In 1996, he was in charge of the production of “Flying
over the Yellow River”, a major television programme of Phoenix, which
achieved popular success and heightened the popularity of Phoenix in the
PRC and overseas Chinese communities.

Prior to joining Phoenix, Mr. CHUI was a director and the general manager
of Tianhua International Culture and Art Company Limited in Beijing
focusing on developing various cultural, arts and publication businesses.
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DIRECTORS (CONTINUED)

Executive Directors (Continued)

Mr. WANG lJiyan, aged 58, appointed on 29 September 2006. Mr. WANG
joined Phoenix HK in March 1996 and is currently the executive vice
president of Phoenix HK and the Company and Head of the Phoenix
Chinese Channel. Mr. WANG has taught in Beijing Broadcasting Institute
for more than twenty years.

Mr. WANG is one of the leading television programme producers in China
and participated in the direction and production of a number of television
programmes in early years. His television programme productions have
won numerous domestic and overseas awards.

Mr. WANG is also a scholar in the television industry and has been the
panelist of various international television festivals. He is also a renowned
media educator and enjoys a professor title. During the two decades of
teaching in the Beijing Broadcasting Institute, he was the head of the
television department for over ten years and was the deputy dean of the
Beijing Broadcasting Institute for six years.

Non-Executive Directors

Mr. LU Xiangdong, aged 46, appointed on 29 September 2006, is
currently a director of China Mobile (Hong Kong) Group Limited. Mr. LU
is also the executive director and vice president of China Mobile Limited.
Mr. LU has also been holding the post of vice president of China Mobile
Communications Corporation (“CMCC”) since April 2000. Mr. LU is also a
director of China Mobile Communication Co., Ltd. and chairman of Aspire
Holdings Limited. He previously served as the director general of the Fujian
Wireless Telecommunications Administration and the deputy director
general of the Mobile Telecommunications Bureau of the Ministry of Posts
and Telecommunications.

Mr. LU graduated from the Academy of Posts and Telecommunications
of the Ministry of Posts and Telecommunications with a Master’s degree
in wireless communications in 1985 and received a doctoral degree in
Economics from Peking University in 2004. He has nearly 24 years of
management experience in the telecommunications industry.

Mr. GAO Nianshu, aged 43, appointed on 29 September 2006, is currently
the deputy general manager of data service department of CMCC.
Mr. GAO previously served as assistant to president of Beijing Mobile
Communication Company Limited, deputy general manager and general
manager of business supporting system department and deputy general
manager of marketing department of Beijing Mobile Communication
Company Limited.

Mr. GAO graduated from Jilin University and received a Master’s degree in
engineering from Institute of Computing Technology, Chinese Academy of
Science and an EMBA degree from Peking University. Mr. GAO has many
years of experience in the telecommunications industry. He has also been
appointed as a director of Phoenix HK with effect from 29 September
2006.
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DIRECTORS (CONTINUED)

Non-Executive Directors (Continued)

Mr. Paul Francis AIELLO, aged 42, appointed on 29 September 2006,
is the chief executive officer of STAR. Mr. AIELLO is also acting chief
executive officer of STAR India. He joined STAR as president in July 2006
and is responsible for developing strategic and business directions for
STAR while overseeing overall corporate functions.

Prior to joining STAR, Mr. AIELLO worked for Morgan Stanley for more
than nine years. He joined Morgan Stanley as vice president in 1997
and subsequently advanced his career to executive director, mergers
and acquisitions of Asia Pacific; chief operating officer of Asia Pacific
investment banking and finally, managing director and head of telecom,
media and technology group, Asia Pacific in 2000.

Before joining Morgan Stanley, Mr. AIELLO was vice president, mergers and
acquisitions, investment banking department of CS First Boston Limited,
Hong Kong. He has also worked as a senior consultant, Central and East
European Telecom Group of the World Bank, Washington, DC and was
the assistant to the chief financial officer at the Beijing Jeep Corp, Beijing,
China.

Mr. AIELLO has a Ph. D. degree in Economics from the University of
Cambridge and a B.A. degree in Economics and International Relations
from the University of Notre Dame, Indiana.

Mr. LAU Yu Leung, John, aged 44, appointed on 5 June 2000, holds
the position of group chief financial officer of STAR. Mr. LAU oversees
all financial operations of STAR. He is responsible for developing STAR’s
financial strategies, spearheading financial planning and reporting, internal
audit, treasury and taxation.

Prior to joining STAR, Mr. LAU was the chief financial officer of San
Miguel Brewing International Ltd, responsible for the company’s financial
operations throughout Asia Pacific.

Before this role, Mr. LAU also held senior financial positions at GE
Information Services, Philip Morris Asia Inc and Deloitte & Touche in Los
Angeles, USA.

Mr. LAU graduated from Brigham Young University in Utah in August
1988, with a Master’s degree in Accountancy and Information Systems
and a Bachelor of Science degree in Accounting. He is a member of the
California Institute of Certified Public Accountants.
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DIRECTORS (CONTINUED)

Non-Executive Directors (Continued)

Mr. GONG Jianzhong, aged 44, appointed on 12 January 2007, is
currently a director of certain of the Company’s subsidiaries. Mr. GONG
is a non-executive director of China Merchants China Direct Investments
Limited, and a non-executive director and vice-chairman of the board of
directors of Jilin Qifeng Chemical Fiber Co., Ltd. He is also a director and
vice-chairman of the board of directors of Shanghai Airlines Co., Ltd. In
addition, Mr. GONG is a director and chief executive officer of Bank of
China Group Investment Limited (“BOCGI”) and a director of a number of
companies controlled by BOCGI or in which BOCGI has an interest.

From 2002 to 2005, Mr. GONG was an alternate director and deputy chief
executive officer of BOCGI. Mr. GONG has over 15 years of experience in
banking, administration and management. He graduated from Dongbei
University of Finance and Economics in the PRC in April 1991 with a
master degree in economics.

Independent Non-Executive Directors

Dr. LO Ka Shui, aged 60, appointed on 5 June 2000, is the chairman and
managing director of Great Eagle Holdings Limited and the non-executive
chairman of Eagle Asset Management (CP) Limited (Manager of Champion
Real Estate Investment Trust). He is a non-executive director of The
Hongkong and Shanghai Banking Corporation Limited, Shanghai Industrial
Holdings Limited, China Mobile Limited and some other publicly listed
companies in Hong Kong and was non-executive director of Hong Kong
Exchanges and Clearing Limited. He is also a vice president of The Real
Estate Developers Association of Hong Kong, a Trustee of the Hong Kong
Centre for Economic Research and a member of the Airport Authority.
He graduated with a Bachelor of Science degree from McGill University
and M.D. from Cornell University. He is certified in Cardiology. He has
more than 27 years’ experience in property and hotel development and
investment both in Hong Kong and overseas.

Mr. LEUNG Hok Lim, aged 71, appointed on 21 January 2005, is a fellow
member of CPA Australia, a member of the Macau Society of Certified
Practising Accountants, a fellow member of the Hong Kong Institute of
Certified Public Accountants and a fellow member of The Taxation Institute
of Hong Kong. Mr. LEUNG is the founding and senior partner of PKF,
Accountants and Business Advisers. Mr. LEUNG obtained his fellowship
with Hong Kong Institute of Certified Public Accountants in 1973. He is a
non-executive director of Beijing Hong Kong Exchange of Personnel Centre
Limited. Mr. LEUNG is the independent non-executive director of a number
of listed companies namely Yangtzekiang Garment Limited, YGM Trading
Limited, S E A Holdings Limited, Bright International Group Limited, Fujian
Holdings Limited and High Fashion International Limited.
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DIRECTORS (CONTINUED)

Independent Non-Executive Directors (Continued)

Mr. Thaddeus Thomas BECZAK, aged 56, is the independent non-
executive director and a member of the audit committee of the Company
since 11 March 2005. Mr. BECZAK is currently a senior advisor to Nomura
International (Hong Kong) Limited and non-executive chairman of Nomura
Asia Holding N.V., an independent non-executive director and member of
the audit committee of Nam Tai Electronic and Electrical Products Limited
as well as an independent non-executive director of Arnhold Holdings
Limited (companies listed on the Stock Exchange). He is also the non-
executive chairman of ACR Capital Pte. Limited and Latitude Capital Group.

From September 1997 until December 2003, Mr. BECZAK was a director
of Kerry Holdings Limited. During this time he also held various board
and operating positions within the group. Most recently, he was deputy
chairman of SCMP Holdings Limited and publisher of South China Morning
Post Publishers Limited. Previously, he had been deputy chairman of
Shangri-La Asia Limited, deputy chairman of Kuok Philippines Properties,
a director of China World Trade Center Limited and a director of Kerry
Properties Limited.

From November 1997 until December 2002, Mr. BECZAK was chairman
of the Listing Committee of the Stock Exchange and a member of the Stock
Exchange and a member of board of directors of the Stock Exchange from
1998 until 2001. Currently, he is a member of the Advisory Committee of
the Securities and Futures Commission in Hong Kong and a member of
the international advisory committee of the China Securities Regulatory
Commission (CSRC).

Prior to joining the Kerry group, Mr. BECZAK was a managing director
of J.P. Morgan Inc., and president of J.P. Morgan Inc., and president of
J.P. Morgan Securities Asia from 1990 until 1997. While at J.P. Morgan,
Hong Kong, he was a director of the Bank of the Philippine Islands and a
committee member of the Hong Kong Association of Banks. He joined J.P.
Morgan in 1974. Mr. Beczak has over 20 years of experience in Asia.

Mr. BECZAK is a graduate of Georgetown University (B.S.F.S.) and
Columbia University (M.B.A.). He is a member of the Board of Advisors of
the School of Foreign Service at Georgetown.
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DIRECTORS (CONTINUED)

Senior Management

Mr. LEUNG Noong Kong, aged 58, currently holds the position of deputy
chief executive officer of the Company. Mr. LEUNG had been instrumental
in the setting up of the Phoenix Group and has been part of its senior
management team ever since its inception. His primary responsibilities
include the supervision of the day-to-day operations of the Phoenix
Group, the establishing of management structures pertaining to the
evolving operations of the Phoenix Group, as well as the mapping out of
strategies, in conjunction with the chief executive Officer of the Company,
for the business development of the Phoenix group. Mr. LEUNG joined
Satellite Television Asian Region Limited in 1991. From 1991 to 1995,
he was involved in various tasks relating to the development of STAR'’s
business in the Greater China region. He also played a pivotal role in the
launching of STAR Chinese Channel and STAR Movies Channel in 1991
and 1993 respectively. Following the formation of Phoenix Satellite TV, Mr.
LEUNG was again instrumental in the launching of the Phoenix Chinese
Channel and the Phoenix Movies Channel and the taking control in the
management of the Phoenix CNE Channel.

Mr. LEUNG is a well-known figure in the Hong Kong media and
broadcasting field. He hosted a film magazine programme for the Jade
Channel of Television Broadcasting Limited (“TVB”) in the late 1960s.
From 1969 to 1972, he then worked as a translator and editor for one of
Hong Kong's first finance newspapers, Ming Pao Evening News. From
1971 to 1978, he worked respectively for the United States Information
Service in Hong Kong and the BBC External Services in London as editor,
programme producer and news announcer. Thereafter, he spent 10 years
with TVB, programming for its Jade Channel and Pearl Channel at different
times. He had also been with ATV for a short period. While at TVB and ATV,
and subsequently at STAR, he set up the internal standards and practices
departments for all three and he was well versed in all the regulatory issues
involved in television broadcasting in Greater China region.

Apart from being an experienced personality in the media field, Mr. LEUNG
is also a renowned writer on the cinema and on cultural studies in Hong
Kong and Taiwan, as well as a published author of several books in these
fields. He had also been a programme consultant to many international
film festivals, including the Hong Kong International Film Festival, and
had sat on the editorial boards for many prestigious publications at various
times.
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DIRECTORS (CONTINUED)

Senior Management (Continued)

Mr. YEUNG Ka Keung, aged 47, is the executive vice president and chief
financial officer of Phoenix HK and the Company in charge of corporate
finance and administration. Mr. YEUNG joined Phoenix in March 1996
and has been in charge of all of Phoenix’s internal and external financial
management and arrangements as well as the supervision of administration
and personnel matters.

Mr. YEUNG graduated from the University of Birmingham and remained
in the United Kingdom until 1992 after obtaining his qualification as
a chartered accountant. Upon returning to Hong Kong, he worked at
Hutchison Telecommunications and STAR in the field of finance and
business development.

Mr. CHAU Kwan, aged 51, is the executive vice president of Phoenix HK.
He graduated from the Beijing Broadcasting Institute in July 1990 with a
major in Editing Studies in School of Television.

Mr. CHAU joined Phoenix in 1998. He has been the head of Phoenix
Movies Channel, general manager of Phoenix Film and Television
(Shenzhen) Co. Limited (BUERAE CRYI) AR 7)), vice president and
deputy director of programming of Phoenix HK. He is currently responsible
for advertising and marketing networks.
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CORPORATE GOVERNANCE REPORT 4% W&

The Company is committed to ensuring high standards of corporate
governance in the interests of the shareholders of Phoenix Satellite
Television Holdings Limited (the “Company”) and devote considerable
effort to identifying and formalising best practices.

CORPORATE GOVERNANCE PRACTICES

On 26 December 2005, the Company has adopted its own Code on
Corporate Governance which combined its existing principles and
practices with most of the mandatory provisions of the Code on Corporate
Governance Practices issued by The Stock Exchange of Hong Kong
Limited (the “Code”) — all with the objective of taking forward a corporate
governance structure which builds on Phoenix’s own standards and
experience, whilst respecting the benchmarks set in the Code.

We will explain in this Corporate Governance Report where our approach
deviates from the Code. Unless otherwise disclosed herein, the Company
has, throughout the year ended 31 December 2006, complied with the
Code.

DISTINCTIVE ROLES OF CHAIRMAN
AND CHIEF EXECUTIVE OFFICER

Code Provisions

Under the Code, the roles of chairman and chief executive officer should
be separate and should not be performed by the same individual. The
division of responsibilities between the chairman and chief executive officer
should be clearly established and set out in writing.

Deviation and its Reasons

Mr. LIU Changle is both the chairman and chief executive officer of
the Company who is responsible for managing the board of directors
(the “Board”) and the businesses of the Company and its subsidiaries
(collective, the “Group”). He has been both chairman and chief executive
officer of the Company since its incorporation. The management considers
that there is no imminent need to change the arrangement.

APPOINTMENTS, RE-ELECTION AND
REMOVAL

Code Provisions

Under the Code, (i) non-executive directors should be appointed for a
specific term, subject to re-election; and (ii) all directors appointed to fill a
casual vacancy should be subject to election by shareholders at the first
general meeting after their appointment. Every director, including those
appointed for a specific term, should be subject to retirement by rotation at
least once every three years.
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APPOINTMENTS, RE-ELECTION AND
REMOVAL (CONTINUED)

Deviation and its Reasons

Apart from two executive directors, no other directors of the Company (the
“Directors”) are currently appointed with specific terms. According to the
articles of association of the Company, at each annual general meeting
one-third of the Directors for the time being (or, if their number is not a
multiple of three (3), the number nearest to but not greater than one-
third) shall retire from office by rotation, but the chairman of the Board
and/or the managing director shall not, whilst holding such office, be
subject to retirement by rotation or be taken into account in determining
the number of Directors to retire in each year. As such, with the exception
of the chairman, all Directors are subject to retirement by rotation. The
management considers that there is no imminent need to amend the
articles of association of the Company.

DIRECTORS" SECURITIES TRANSACTIONS

The Company has adopted the required standard of dealings as set out
in rules 5.48 to 5.67 of the GEM Listing Rules as the code of conduct
regarding securities transactions by the Directors.

Having made specific enquiry of all Directors, the Directors have complied
with the required standard of dealings regarding directors’ securities
transactions throughout the year ended 31 December 2006.

BOARD OF DIRECTORS

The Board is responsible for leadership and control of the Company and
is collectively responsible for promoting the success of the Company by
directing and supervising the Company affairs.

The Board currently comprises three executive Directors, five non-
executive Directors and three independent non-executive Directors. Their
brief biographical details are described in the annual report.

The Company has received, from each of the independent non-executive
Directors, an annual confirmation of his independence pursuant to
rules 5.09 of the GEM Listing Rules. The Company considers all of the
independent non-executive Directors to be independent.

The Board meets at least four times a year to review the financial and
operating performance of the Group.
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BOARD OF DIRECTORS (CONTINUED)

There were four Board meetings held in the financial year ended 31

December 2006. Individual attendance of each Board member at these

meetings is as follows:

Name of Director

Executive Directors
Mr. LIU Changle (Chairman & CEO)
Mr. CHUI Keung
Mr. WANG Jiyan
(appointed on 29 September 2006)

Non-executive Directors
Ms. Michelle Lee GUTHRIE

(resigned on 29 September 2006)
Mr. LAU Yu Leung, John
Mr. CHEUNG Chun On, Daniel

(resigned on 29 September 2006)
Mr. XU Gang

(resigned on 12 January 2007)
Mr. CHEUNG San Ping

(resigned on 29 September 2006)
Mr. LU Xiangdong

(appointed on 29 September 2006)
Mr. GAO Nianshu

(appointed on 29 September 2006)
Mr. Paul Francis AIELLO

(appointed on 29 September 2006)

Independent Non-executive Directors
Dr. LO Ka Shui

Mr. LEUNG Hok Lim

Mr. Thaddeus Thomas BECZAK

EHE @)
ARBREREZ_ZEENF+_A=1+—HIETK
FEARTTHURAESEEHE  sNEFFNER
ZEGHEENBEATFEERAT
Attended/
Eligible to attend
EEMSR BIE EERIIE
NITEE
BIRESEE (LEFHTEAAR) 4/4
RS 4/4
FREEE 1/1
(RZZBZERNFNAZTNLAERT)
FHHITEE
Michelle Lee GUTHRIEZ £ 3/3
(RZZZERFENAZTLBFE)
B®mEaE 3/4
SRIEZ S A 3/3
(RZZZARFENAZTNLBFE)
FFRI S A 0/4
(R=ZZZ+F—A+=HFT)
RETESEAE 0/3
(75/\_7 ?/\ijlﬁ +7LLE|%¥{£)
BRIRSLE 0/1
(R=BEZERNFNA-_TNLBEZRE)
mSESTE 1/1
(RZZZRFNAZTNLAERET)
Paul Francis AIELLOZE 4 0/1
(RZZBZRFNAZTNLAERET)
B IENTTEE
B 3/4
RERREE 4/4
Thaddeus Thomas BECZAK L4 3/4

During regular meetings of the Board, the Directors discuss and formulate
the overall strategies of the Group, review and monitor the business and
financial performances and discuss the quarterly, half-yearly and annual
results, as well as discuss and decide on other significant matters.

The management is responsible for the day-to-day operations of the Group.
For significant matters that are specifically delegated by the Board, the
management must report back to and obtain prior approval from the Board
before making decisions or entering into any commitments on behalf of the
Group.
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BOARD COMMITTEES

Audit Committee

The Company has established an audit committee with written terms of
reference based upon the guidelines recommended by the Hong Kong
Institute of Certified Public Accountants and the mandatory provisions set
out in the Code.

The primary duties of the audit committee are to review the Company’s
annual report and accounts, half-yearly report and quarterly reports and to
provide advices and comments thereon to the Board. The audit committee
meets at least four times a year with management to review the accounting
principles and practices adopted by the Group and to discuss auditing,
internal control and financial reporting matters.

The audit committee currently comprises one non-executive Director,
namely Mr. LAU Yu Leung, John and three independent non-executive
Directors, namely Dr. LO Ka Shui, Mr. LEUNG Hok Lim and Mr. Thaddeus
Thomas BECZAK.

The audit committee met four times in 2006. Individual attendance of each
committee member at these meetings is as follows:

EHEHW

BEREEE
ZAN/N TEﬁJZJ_%Vi/\E HBEHERRERE
BETED AR Z A5 M X T RI AT EL A0 58 B 1 15X

LA%EETﬁE °

ERZBQTRARESARANERLEKR -
FEXERENFTEXRERS  URBLRESES
TET,WE&L cBREZBEBFELBRTOARE
% HEEE - ERZAKEMRANSTRAIR
’t%fﬁl] W EE - NBPEEEANM ISR REE

ERLZESHA —RIIENTEZTIERRER=F
BN IEHITEE RS InEE - REBB L E K Thad-
deus Thomas BECZAK Fe A 40K °

NERITTHREE - BUE
EEEASIERRIET -

Attended/
Eligible to attend
Name of Director BEEHR BIE AERIE
Independent Non-executive Directors I TTEE
Mr. Thaddeus Thomas BECZAK (Chairman) ~ Thaddeus Thomas BECZAK St 4 (%) 4/4
Dr. LO Ka Shui prede et 4/4
Mr. LEUNG Hok Lim REERS A 4/4
Non-executive Director HHTEE
Mr. LAU Yu Leung, John BEmiaE 3/4

The audit committee reviewed the Group’s audited results for the year
ended 31 December 2006 with management and the Company’s external
auditors and recommended its adoption by the Board.

Remuneration Committee

The Company established the remuneration committee in 2003. On
26 December 2005, the Board adopted the new terms of reference of the
Remuneration Committee in alignment with the mandatory provisions set
out in the Code.

The principal responsibilities of the remuneration committee include
making recommendations to the Board on the Company’s policy and
structure for all remuneration of Directors and senior management and
reviewing the specific remuneration packages of all executive Directors and
senior management staff of the Company.
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BOARD COMMITTEES (CONTINUED)

Remuneration Committee (Continued)

The remuneration committee now comprises two non-executive Directors,
namely Mr. GAO Nianshu and Mr. LAU Yu Leung John and three
independent non-executive Directors, namely Dr. LO Ka Shui, Mr. LEUNG
Hok Lim and Mr. Thaddeus Thomas BECZAK.

In 2006, the remuneration committee recommended to the Board the
bonus payments and increment in salary and housing allowance (if any)
for the executive Directors and senior management staff by way of written
resolutions passed by all the committee members.

Ad Hoc Committee

The Company adopted the terms of reference of the ad hoc Committee
in 2003 to deal with ad hoc matters, which set out detailed directions as
to the powers delegated to the ad hoc Committee. Any two Directors shall
form a quorum for the transaction of business.

DIRECTORS" AND AUDITORS’
RESPONSIBILITIES FOR THE FINANCIAL
STATEMENTS

The Directors acknowledge their responsibilities for preparing the financial
statements of the Group.

The Directors’ responsibilities in the preparation of the financial statements
and the auditors’ responsibilities are set out in the Auditors’ Report.

Internal Control

The Board has overall responsibility for the establishment, maintenance
and review of the Group’s system of internal control. In 2006, the Board
has conducted a review with the management of the effectiveness of
the system of internal control of the Company and its subsidiaries and
considered that the internal control system is effective.

External Auditors
PricewaterhouseCoopers (“PwC”) has been appointed as the external
auditors of the Company by shareholders at the annual general meeting.

The remuneration in respect of services provided by PwC for the Group is
analysed as follows:

Audit Service EAZ RS
Tax Service TSRS
Total FEE
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INVESTOR RELATIONS

The chairman of the Company and the chairman of the audit committee
were available at the annual general meeting held on 22 June 2006
(“AGM”) to answer questions raised by shareholders of the Company. A
new set of articles of association of the Company has also been adopted at
the AGM to incorporate the changes promulgated by the new GEM Listing
Rules.

The Board puts a high regard on investor relationship in particular, fair
disclosure and comprehensive and transparent reporting of the Group’s
performance and activities.

In 2006, the management of the Company has enhanced communications
and relations with the investors and potential investors through the
Company’s website at www.phoenixtv.com and a professional investor
relation website at www.irasia.com/listco/hk/phoenixtv/index.htm.

CONCLUSION

The Company strongly believes that good corporate governance can
safeguard the effective allocation of resources and protect shareholders’
interest and the management tries to maintain, strengthen and improve
the standard and quality of the Group’s corporate governance.
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REPORT OF THE DIRECTORS #=#H&g#HEH

The directors (the “Directors”) submit their report together with the audited
financial statements of Phoenix Satellite Television Holdings Limited (the
“Company”) and its subsidiaries (collectively referred to as the “Group”)
for the year ended 31 December 2006.

PRINCIPAL ACTIVITY AND
GEOGRAPHICAL ANALYSIS OF
OPERATIONS

The principal activity of the Company is investment holding. The
principal activities of its subsidiaries are set out in note 23 to the financial
statements.

An analysis of the Group’s performance for the year by business and
geographical segments is set out in note 5 to the financial statements.

RESULTS AND APPROPRIATIONS

The results of the Group for the year are set out in the consolidated income
statement on page 75.

The Directors recommend the payment of a final dividend of HK$0.014
per ordinary share, totaling HK$69,190,000, to be payable to shareholders
whose names appear on the register of members of the Company on 21
June 2007.

RESERVES

Movements in the reserves of the Group during the year are set out in the
consolidated statement of changes in equity. Movements in the reserves
of the Company during the year are set out in note 29 to the financial
statements.

DONATIONS

Charitable donations made by the Group during the year amounted to
HK$8,000 (2005: HK$1,249,000).

PROPERTY, PLANT AND EQUIPMENT

Details of the movements in property, plant and equipment of the Group
are set out in note 18 to the financial statements.

SHARE CAPITAL AND SHARE OPTIONS

Details of the movements in share capital and share options of the
Company are set out in note 27 and note 28, respectively, to the financial
statements.
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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.

DISTRIBUTABLE RESERVES

Distributable reserves of the Company as at 31 December 2006,
calculated under the Companies Law (Revised) of the Cayman Islands,
amounted to approximately HK$683,307,000 (as at 31 December 2005:
HK$740,494,000).

FIVE PERIOD/YEARS FINANCIAL
SUMMARY

A summary of the results and of the assets and liabilities of the Group for
the last five financial period/years is set out on pages 156 to 157.

PURCHASE, SALE OR REDEMPTION OF
SECURITIES

The Company has not redeemed any of its shares during the year. Neither
the Company nor any of its subsidiaries has purchased or sold any of the
Company’s shares during the year.

SHARE OPTION SCHEMES

(A) Share option schemes 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 Post-IPO Share Option
Scheme. In order to enhance the flexibility in the implementation of
the Pre-IPO Share Option Scheme and the Post-IPO Share Option
Scheme, the committee of two and four Directors established for the
administration of each 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 10 December 2004 and the
Post-IPO Share Option Scheme on 14 February 2001, 6 August 2002
and 10 December 2004, respectively.

(1) Pre-IPO Share Option Scheme
The following is a summary of the principal terms of the Pre-IPO
Share Option Scheme as at 31 December 2006:

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”).
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SHARE OPTION SCHEMES (CONTINUED)

(A) Share option schemes of the Company (Continued)

48

(1) Pre-IPO Share Option Scheme (Continued)

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%, respectively, of the issued share capital of the
Company as at the Listing Date and as at the date of this report.

The maximum entitlement of each participant under the scheme
No option 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 FE R 2 1 )

(A) Share option schemes of the Company (Continued) (A) DT EEARRESTE (&)
(1) Pre-IPO Share Option Scheme (Continued) (1) BXABERABIREZ (58)
Time of exercise of option TTIZ B AR T HAR
An option may be exercised in accordance with the terms of the FERRRE AT AR H BB i 2 B ERT — 5
scheme at any time during the period commencing one year from FIRE & LB B B2 T FEme
the date of grant of the option and expiring ten years after the date B R AR s PR AR FR 5T BI AU 5K 3%
of grant of the option in accordance with the following schedule: FRUA BRI R T IATTHE -

Percentage of Shares
comprised in options
which is exercisable

Date of exercise of an option Al FAT R B AR AE
TEERER e {i B £ EE 45
Between the date of grant of an option and less than 12 months

following the date of grant of an option Zero
REBRES AZREHEBRES AELIRI2EAR =
Between the period falling 12 months or more but less than 24 months

from the date of grant of an option up to 25%
R ERES BERN12(E Ak 2% - BDR24E A H B A 5&%25%
Between the period falling 24 months or more but less than 36 months

from the date of grant of an option up to 50%
R BB IREE BER24E Ak 2 1% - B R361E A B A &%50%
Between the period falling 36 months or more but less than 48 months

from the date of grant of an option up to 75%
R IBRIER AR r36MAR 2% - B148(A A KR ST
Any time falling 48 months from the date of grant of an option and thereafter 100%
I IR R 04818 A R Rk (ETRSRS 100%
Minimum holding period Y ke =R ]
As stated above, no option can be exercised within the first twelve BA_ESCERA - I AR RS AR AT RO I B AR A
months following the date of grant of an option. HeET={EAATTE
The amount payable on acceptance of the option B iR AR BEFE (TR 0A
The date by which the option must be applied for being a date not FREERENBBRNESARRARELIRER
more than three days from (and including) the date on which the TERERGAMS ([IBRE2R8 1) (BFE%
letter of offer of the grant of option is issued by the Company (“Offer BH) BT BIE=RA o RENIERER -
Date”). Upon acceptance of the option, the option holder shall BREFEEABALMIBTTARA  EA
pay HK$1 to the Company as consideration of the grant. BTHRE -
The basis of determining the exercise price EETEEREE
Same as the offer price for the Shares as set out in the prospectus HEARNRNZZZZF A=+ —HAED
of the Company dated 21 June 2000. BIRERHIINR D B EEER -
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REPORT OF THE DIRECTORS #FHg#HihE
SHARE OPTION SCHEMES (CONTINUED) T W i B o)
(A) Share option schemes of the Company (Continued) (A) RATWEIRESE (F)
(1) Pre-IPO Share Option Scheme (Continued) (1) BXRABBRATERETSZ (&)
The remaining life of the scheme IR T F A
The scheme period expires upon the listing of the Company on FHEIHARIR AR REAIZER ETHER - B
the GEM, for which the option expires when the vesting period A AR e B HA R A R [ ©
ends.
The details of share options granted by the Company under the AARBRE & XA RBRRA SR ER B A
Pre-IPO Share Option Scheme to the Directors of the Company REESENASEEE RN REROAE
and the employees of the Group to acquire shares were as follows: ARIEEFIBLOT ¢
Number of share options
BRESE
Balance Balance
Exercise as at Lapsed Exercised as at
Type and number of price 1 January during during 31 December
remaining grantees Date of grant Vesting period Exercise period per share 2006 the year the year 2006
RZBBRE RZBBRE
BTERA SR -A-A RER WER +ZA=t-H
WERIREA RLiAH b TESE e i3 %% 1t &8
HK$
BT
3 Executive Directors:
EWTES:
LIU Changle 14 June 2000 14 June 2000 to 14 June 2001 to 1.08 5,320,000 - - 5,320,000
13 June 2004 13 June 2010
AR% —2T%%F “ZTEF “3T-F
~ATEA NATHEZE ~NATHAZR
13 T-5F
~At=A ~AT=R
CHUI Keung 14 June 2000 14 June 2000 to 14 June 2001 to 1.08 3,990,000 - - 3,990,000
13 June 2004 13 June 2010
i —ZRTF —ZTTF “ZT-F
~ATEA ~NATHAZE ~NATHEZ
“ZImE —2-T%
~AT=A ~AT=A
WANG Jiyan (Note) 14 June 2000 14 June 2000 to 14 June 2001 to 1.08 3,990,000 - - 3,990,000
13 June 2004 13 June 2010
TRE (H) e e e
~ATEA ~NATEAZR ~NATHEZ
—TIME —TTF
~AT=A ~AT=R
71 other employees 14 June 2000 14 June 2000 to 14 June 2001 to 1.08 27,058,000 (1,084,000) (2,134,000) 23,840,000
13 June 2004 13 June 2010
TEHMES 255 “TT%F “3T-F
~ATEA NATHEZE ~ATHAZ
3 T-5F
~At=A ~AT=ZR
Total: A3t:
T4 employees 74%(ES 40,358,000 (1,084,000) (2,134,000) 37,140,000
Note: Mr. WANG Jiyan was appointed as an executive director of the Kizt: FREEEEEZEAARAINMITE
Company with effect from 29 September 2006. 2 A-ZEENFAA-TABRLER-
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SHARE OPTION SCHEMES (CONTINUED)

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

During the year ended 31 December 2006, 2,134,000 options
granted to employees were exercised. At the date before the
options were exercised, the weighted average closing price per

share was HK$1.29.

During the year ended 31 December 2006, 1,084,000 options
granted to two employees lapsed when they ceased their

employments with the Group.

Save as disclosed above, no other option has been cancelled

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 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.

(2) Post-IPO Share Option Scheme

The following is a summary of the principal terms of the Post-IPO

Share Option Scheme as at 31 December 2006:

Purpose of the scheme

The purpose of the Post-IPO Share Option 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 Group, in full-time
employment with the Company (or its subsidiaries) may take up

options to subscribe for Shares.

Wik JBCRE it 2 )
(A) AT BB B (4)

(1)

)

BXRRAFBRAIEIRE & ()
FTEIER T FH (&)
RBE_ZZERNF+t__A=+—"HILFE
N - & TIEER 2,134,000 13 EREE BT
8 - REBRETTER BB - ShnEFH
W ER 1.29 87T °

RBE_ZZERNF+t_A=+—"HILFE
W X T M E 8 #)1,084,00017 AR #E BB A
TBEENAEBMRK

B SR ESN A A BRI 4 P

BUER AR B RIE &R AR AR AT AR T
M TES - ITHAEE - BEERR -
ERR - AWFEENHEAL - HEMK
ARISEVEIER B2 R E R MR I
B RIFER LT AR BIFAES SRR B R AR
AR A R AR AT BIAV B ABR AR -

R ABIBREEREE
UTAR-_ZEEXFt+_A=+—HHBEKX
NHRBREBRETESNEZETBE

B ofE:y)
BRARBRIEEEES SN BN SHRE
REHEEB T AEBRERENEREZBAR -

AT EE

EARR (REMBAR) 2B TENEAR
AEAARERARNEER (BREAKEEMAMNK
BRRMEAMITES ) AIRMARIRERN
HRE AR -
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SHARE OPTION SCHEMES (CONTINUED)

(A) Share option schemes of the Company (Continued)

52

JiFs e HEE i A )
(A) A2 E RIS EI ()

(2) Post-IPO Share Option Scheme (Continued) (2) BXRABEREERETZ ()

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 Post-IPO 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.

(b) The Company may seek approval by Shareholders in general
meeting to refresh the limit as referred to in the above
paragraph (a).

(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 9.98% of the issued share capital as at
the date of this 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.
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SHARE OPTION SCHEMES (CONTINUED)

(A) Share option schemes of the Company (Continued)
(2) Post-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

ITREMB AR E B 3

Between the date of grant of an option and less than 12 months
following the date of grant of an option
REBREEHERLBEREZ ARINI2EAR

Between the period falling 12 months or more but less than 24 months

from the date of grant of an option

REBRES BRNI2EAZH & - 1BDR24{E A8 HIEA

Between the period falling 24 months or more but less than 36 months

from the date of grant of an option

REBRES BRN24E Az 28 - 1BDR36{E A X HFEA

Between the period falling 36 months or more but less than 48 months

from the date of grant of an option

REBRES BRN36ME A & - BDR48(E A HHIFEA

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

X HBEAEE BI12r048(8 A M A&

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.

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 Exchange’s daily quotation sheets for the five
business days immediately preceding the Offer Date and (c) the
nominal value of the Share.

Wik JBCRE it 2 )

(A) ARTNEERETS ()
(2) BEARRFEAEREERESS (&)

TTIERE AR RIR

PR N L RBREE BEsT —FRRE
X BB AR B HR1R 14 i f AR 79 (AR B
FIRIRET BV RR - IIRA TR AR T 2ATT
1%

Percentage of Shares
comprised in options
which is exercisable
A FITENBRE
P4 B 42 EE 5

up to 25%
&=%25%

up to 50%
®%50%

up to 75%
&®%75%

100%
100%

R H B
o BRI - b A AR R IR B AR
BRE+_EARITE -

i3

BB EIE IR

HRBREN AV ARREZBH (BFE%
B) BB+ — KA - RIEENBRE
B BRERBABEIN BT TARR
TERETHR(E -

BEEITEEEE
BREFENBROREEERZESETE I
FLRUT=FFHESE @) BRHNES
BE (BAEER) EH T ERERA
FIHURTE - ()RR BERZAHAA
B& % AT AT ARERATIH TR
TE R (c) RIDEE -
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SHARE OPTION SCHEMES (CONTINUED) i JO MR 2 B o)

(A) AATWBRESS ()
(2) BEARRFEEREERESS (&)
A1 EIER NFRY
a8l BRAET 8 B R T FEARRFAR -
REELEE - TR BRIET X TRAE -

(A) Share option schemes of the Company (Continued)
(2) Post-IPO Share Option Scheme (Continued)
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.

ARRABRBE R RFRBBRBRETEIRA
S E(E 8 X A R A R BRI IS 10

The details of share options granted by the Company under the
Post-IPO Share Option Scheme to the employees of the Group to

54

acquire Shares were as follows: T @
Number of share options
BREHA
Balance Balance
Exercise as at Lapsed Exercised as at
Type and number of Date of price per 1 January during during 31 December
remaining grantees grant Vesting period Exercise period share 2006 the year the year 2006
RZZERE RZEERE
BRTERA gR -fA-H +=A=t+-A
WERIREA it A SEH fTEmE fifEE & ERXN ERfTfE 3
HK$
BT
1 employee 15February 15 February 2001 to 15 February 2002 to 1.99 1,700,000 (1,200,000) - 500,000
2001 14 February 2006 14 February 2011
15E8 “ETF “ETF - a3
—“A+®A Z“At+HRAZ Z“At+HRAZ
—TZTIF FF
—A+EA ZA+EA
15 employees 10 August 10 August 2001to 10 August 2002 to 1.13 10,588,000 (398,000) (1,066,000) 9,124,000
2001 9 August 2005 9 August 2011
15%E8 e “ET% “ETCE
JAV: R =! NATRZE NATRE
“ZTRE I =
AVl NRAR
4 employees 20 December 20 December 2002 to 20 December 2003 to 0.79 1,732,000 - (260,000) 1,472,000
2002 19 December 2006 19 December 2012
4%EE —TEF —TECF “ETCF
+ZA=tH +ZA=tHE  +ZAZtRZ
e NS 2
TZAThA TZATHE
Total: At :
20 employees  20%[EE 14,020,000 (1,598,000) (1,326,000) 11,096,000
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SHARE OPTION SCHEMES (CONTINUED)

(A) Share option schemes of the Company (Continued)

(2) Post-IPO Share Option Scheme (Continued)
The remaining life of the scheme (Continued)
During the year ended 31 December 2006, 1,326,000 options
granted to employees were exercised. At the date before the
options were exercised, the weighted average closing price per
share was HK$1.22.

During the year ended 31 December 2006, 1,598,000 options
granted to two employees lapsed when the employees ceased
employment with the Group.

Save as disclosed above, no option has been cancelled during the
period.

No option had 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 Post-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 Post-IPO Share Option
Scheme.

(B) Share option scheme of a subsidiary of the Company

PHOENIXi PLAN

On 7 June 2000, PHOENIXi Investment Limited (“PHOENIXi”), a
member of the 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 31 December 2006:

Purpose of the scheme

The purposes of the PHOENIXi Plan are to attract and retain the best
available personnel, to provide additional incentive to its employees
and executive directors and to promote 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 subsidiaries of PHOENIXi)
or the Company 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.

Wik JBCRE it 2 )
(A) AT HBBA B (H)

(2) BEARRFEAEREERESS (&)
FTEIER T FH (&)
RBE_ZZERNF+t__A=+—"HILFE
N - & TIEEH 1,326,000 17 ERES BT
8 - REBRETTER BB - ShnEFH
Wi ER 1.22 87T °

RBE_ZZERNF+t_A=+—"HILFE
W & T MR B R 1,598,00017 B Ak 1 E
BRETBXERAEEMARY -

B EXPRIREEE SN - MR F T

BEEE  TTHMRE BEERR 2R
REWEZTEHMEAL - KERBIRBGH
FERIRIE B R AR B SR T
ERABEHE - BIESREER T OERER
BRI EHR RPN SRIE &R A FHA
1% B B iR T &I A (B A PR -

(B) AT — XKL RV RAERT &

PHOENIXi 512/

R-_ZEEZTENA+H REBHKE QT
PHOENIXi Investment Limited ( [PHOENIXiJ )
A PHOENIXI — = & =& F % {p 42 B) 5+ &
(TPHOENIXiztEl]) e M FARZZET NE
+= A =-+—HAPHOENIXi st 2189 = Z &4
o5 -

= -

sTEIH B /Y
PHOENIXiztE8IH B M AHERKREEFET -
YRERERATESRHEBINER R REE
ETERE ©

BN S EE

PHOENIXi 89 & * B #EFE PHOENIXi (2k PHOENIXi
R B AR) kAR R2H TENEANITE
£ 4 A& 0] A5 PHOENIXI B 15 # B8 B%
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PHOENIXiHIHI B ARIMEEZAEREERA
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SHARE OPTION SCHEMES (CONTINUED)

(B) Share option scheme of a subsidiary of the Company (Continued)

e i

JiFs e HEE i A )
(B) AR T —RHEA TR ()
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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 seek approval by the shareholders of the Company
and PHOENIXi in a 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.

(c) PHOENIXi may seek separate approval of the shareholders
of the Company and PHOENIXi in a 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/her 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.
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SHARE OPTION SCHEMES (CONTINUED)

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

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)

(b)

(c)

(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 an 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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SHARE OPTION SCHEMES (CONTINUED)

(B) Share option scheme of a subsidiary of the Company (Continued)
The basis of determining the exercise price (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:

58

(i)

(ii)

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

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 @ 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 31 December 2006, no options had been granted under the

PHOENIXi Plan.
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DIRECTORS

The Directors during the year and up to the date of this report are:

Executive Directors:
LIU Changle
CHUI Keung
WANG Jiyan

Non-Executive Directors:
Michelle Lee GUTHRIE

LU Xiangdong
GAO Nianshu
Paul Francis AIELLO

LAU Yu Leung, John
CHEUNG Chun On, Daniel
CHEUNG San Ping

XU Gang

GONG Jianzhong

(alternate director to CHUI Keung)
(alternate director to LIU Changle)
(alternate director to LIU Changle and
CHUI Keung and appointed on
29 September 2006)

(resigned on 29 September 2006)

(appointed on 29 September 2006)
(appointed on 29 September 2006)
(alternate director to LAU Yu Leung,
John and appointed on
29 September 2006)
(alternate director to Paul Francis AIELLO)
(resigned on 29 September 2006)
(resigned on 29 September 2006)
(resigned on 12 January 2007)
(resigned as alternate director to XU Gong
and appointed on 12 January 2007)

Independent Non-Executive Directors:

LO Ka Shui
LEUNG Hok Lim

Thaddeus Thomas BECZAK

In accordance with Article 87(1) of the Company’s articles of association,
Mr. CHUI Keung and Mr. LEUNG Hok Lim will retire and, being eligible,
offer themselves for re-election at the forthcoming annual general meeting

of the Company.

The Company has received annual confirmations of independence from
Dr. LO Ka Shui, Mr. LEUNG Hok Lim and Mr. Thaddeus Thomas BECZAK,

and as the date of this report still considers them to be independent.

HH

FARBERNREBMIENEEHT

HITESE

2R (BEANEFEE)

-1 (BEIRENELEE)

ILs (BEIREREANEFEFUR
—EERNFENA-—FNAEEE)

FHITES :

Michelle Lee  (R=ZZEANFNA—FLAFHT)

GUTHRIE

BRR (R-ZEENFNA-FNEEZE)

RoE (R-FENFNA T NAREZL)

Paul Francis  (B#BZHEEEFLR

AIELLO —EENFNA-FNAKEEE)

s (% Paul Francis AIELLOBYEFEZE )

RIEL (RZFEZENFNAZTNAFHE)

RHATE (RZFEZENFNAZTNAFHE)

Tl (R=FEZ+F—HT=HBHT)

B (R=EELF-—HAT_AEZHK
BT ELEE)

BIFEHITES

#=in

RER

Thaddeus Thomas BECZAK

RIBARRINEIZAMANZES7(1) 5 - EREERRE
REAERNARBRERRBFAS LREATE
B R RE -

AKARCERE=REL - REE LA K Thaddeus
Thomas BECZAK S AW B FE B ERE - RAR
EHE - AR EDRAEREBIL
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DIRECTORS' SERVICE CONTRACTS

On 29 June 2006, Mr. LIU Changle and Mr. CHUI Keung entered into a
new service contract with the Company commencing from 1 July 2006.
The term of each contract will be for a term of three years commencing
from 1 July 2006 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 (other than the
chairman of the board of Directors), non-executive directors and
independent non-executive directors of the Company are subject to
retirement by rotation in accordance with the Company’s articles of
association.

DIRECTORS' INTERESTS IN CONTRACTS

No contracts of significance in relation to the Group’s business to which
the Company, or any of its subsidiaries, fellow subsidiaries or its parent
company was a party and in which a Director had a material interest,
whether directly or indirectly, subsisted at the end of the year or at any
time during the year.
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DIRECTORS" AND CHIEF EXECUTIVES
INTERESTS AND/OR SHORT POSITIONS
IN THE SHARES, UNDERLYING SHARES
AND DEBENTURES OF THE COMPANY
OR ANY ASSOCIATED CORPORATION

As at 31 December 2006, the interests of the Directors and chief
executives 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 “SFO")) 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 such Directors or chief executives are
taken or deemed to have under such provisions of the SFO) or were
required pursuant to Section 352 of the SFO, to be entered in the register
referred to therein; or were required pursuant to Rules 5.46 to 5.67 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 to be notified to the Company and the Stock
Exchange, were as follows:

2 RAT BB A A ] S AT 1 B
5 R JBE Ay ~ A R PB4 e A i Y
i J/ BIRA

RZZBEZRNFFT_A=1+—0H ' ARAREZRITH
Aﬁ%ﬁ AN EARESEE (AE BB ERIEL/IE
BEREEES ([EHFREBEEG ) EXVEHBE T
M@%>m%ﬁ¢%ﬁmf 55 K B E &5 56 XV 3F
M%UH%”aMﬂA$ ARBEHAERZFA
Al ([HRAT]) MR (BIEREEFKBAER
MEﬁMXﬁﬁééiﬁﬁ@ﬁw*ﬁiﬁﬁﬁﬁ
MR IOAR ) » IRIEREFH R EIE 15015 3521478
ARG Rt /9 B RE 0 skAR IR B 3 P B R 7E
%LﬁﬁﬂHf@%ﬁi%ﬁﬁH)%5%i%5w
KEBESETBARIZREMBEMNES AR
B FTED MRS A0 T

Number of ordinary shares held

FisEEREE
Total

Personal Family Corporate Other number Percentage of
Name interest interest interest interest of shares shareholding
HE B RikfEs AR Hithfgzs RGEE READL
LIU Changle* - - 1,854,000,000 — 1,854,000,000 37.51%
2 Ra!
LO Ka Shui2 4,630,000 - - - 4,630,000 0.09%
BRI

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 has an interest
in approximately 37.51% of the issued share capital of the Company as at
31 December 2006.

! Being an executive director of the Company

2 Being an independent non-executive director of the Company

Save as disclosed herein, so far as the Directors are aware, as at 31
December 2006, none of the Directors and chief executives of the
Company had any interest or short positions in any shares, underlying
shares and debentures of the Company or any associated corporation
(within the meaning of Part XV of the SFO) which were required 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
the Directors or chief executives are taken or deemed to have under
such provisions of the SFO), or 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 5.46 to 5.67 of the GEM Listing Rules to be
notified to the Company and the Stock Exchange.
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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 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% of
the issued share capital of the Company. The terms of the Pre-IPO Share
Option Scheme were amended on 14 February 2001 and 10 December
2004 and the terms of the Post-IPO Share Option Scheme were amended
on 14 February 2001 and 10 December 2004, respectively. A summary of
the amended share option schemes is set out in the section headed “Share
Option Schemes” of this report.

Save as disclosed herein, and other than those in connection with the
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 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.

SUBSTANTIAL SHAREHOLDERS'
INTERESTS AND SHORT POSITIONS IN
THE SHARES AND UNDERLYING SHARES
OF THE COMPANY

As at 31 December 2006, 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 or entered in the register
kept by the Company pursuant to Section 352 of the SFO, were as follows:

(i) Long positions of substantial shareholders in the ordinary shares of
the Company

Name of substantial shareholders

FERREB

Today’s Asia Limited (Note 1)

SBEMNBRAR (ML)

Extra Step Investments Limited (Note 2) (f{zE2)

Xing Kong Chuan Mei Group Co., Ltd. (Note 3) (f13£3)
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SUBSTANTIAL SHAREHOLDERS’
INTERESTS AND SHORT POSITIONS IN
THE SHARES AND UNDERLYING SHARES
OF THE COMPANY (CONTINUED)

(i) Long positions of substantial shareholders in the ordinary shares of
the Company (Continued)
Notes:

1.

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

Extra Step Investments Limited is a wholly-owned subsidiary of China
Mobile (Hong Kong) Group Limited which in turn is a subsidiary of China
Mobile Communications Corporation. By virtue of the SFO, China Mobile
Communications Corporation and China Mobile (Hong Kong) Group
Limited are deemed to be interested in the 983,000,000 shares held by
Extra Step Investments Limited.

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 LLC Australia Pty Limited, which in turn is a
wholly-owned subsidiary of New STAR US Holdings Subsidiary, LLC. New
STAR US Holdings Subsidiary, LLC 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 is an indirect
wholly-owned subsidiary of News Corporation.

By virtue of the SFO, News Corporation, News Publishing Australia
Limited, STAR US Holdings, Inc., STAR US Holdings Subsidiary, LLC, New
STAR US Holdings Subsidiary, LLC, STAR LLC Australia Pty Limited, News
Publishers Investments Pty, Limited, News Cayman Holdings Limited and
STAR Group Limited are all deemed to be interested in the 871,000,000
shares held by Xing Kong Chuan Mei Group Co., Ltd.
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Xing Kong Chuan Mei Group Co., Ltd. B2 %= {&
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AR A A BI#H News Cayman Holdings Limited
B B 100% & i@ Al & = AR () # 2= © News
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B iE #F F &k B & & - News Corporation *
News Publishing Australia Limited - STAR US
Holdings, Inc.~STAR US Holdings Subsidiary,
LLC- New STAR US Holdings Subsidiary, LLC-
STAR LLC Australia Pty Limited + News Publishers
Investments Pty, Limited * News Cayman Holdings
Limited X 2 = EHE KB BR AT A SHES
f Xing Kong Chuan Mei Group Co., Ltd. FiiBH)
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SUBSTANTIAL SHAREHOLDERS'
INTERESTS AND SHORT POSITIONS IN
THE SHARES AND UNDERLYING SHARES
OF THE COMPANY (CONTINUED)

(ii) Long position of other person in the ordinary shares of the Company

Name of other person who has
more than 5% interest

RFEBBS% EENHMBALER

China Wise International Limited (Note)

ERBRARAR (M)

Note:  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. Bank of China
Group Investment Limited is a wholly-owned subsidiary of Bank of China
Limited, which in turn is a subsidiary of Central SAFE Investments
Limited. By virtue of the SFO, Central SAFE Investments Limited,
Bank of China Limited, Bank of China Group Investment Limited and
Cultural Developments Limited are all 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.

DIRECTORS' INTERESTS IN CONTRACTS

No contracts of significance in relation to the Group’s business to which the
Company, any of its fellow subsidiaries or its parent company 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.

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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MAJOR SUPPLIERS AND CUSTOMERS

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

Programme purchases # B £
— the largest supplier — RAHER
— five largest suppliers — AARHEER
Sales HE
— the largest advertising end-customer — RABRERREF
— five largest advertising end-customers — ARBEERKREP

The film license fees paid/payable to STAR TV Filmed Entertainment
Limited (“STAR Filmed”) is not included in the above list of programme
purchases suppliers. Details of the transactions between the Group and
STAR Filmed are set out in note 34 to the financial statements. 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.

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 disclosed above, none of the Directors, their associates, or any
shareholder (which to the best knowledge of the Directors owns more than
5% of the Company’s issued share capital) had any beneficial interest in
the major suppliers or customers mentioned above.

CONNECTED TRANSACTIONS

Certain related party transactions as disclosed in note 34 to the financial
statements also constituted connected transactions under the Listing
Rules, are required to be disclosed in accordance with Chapter 20 of the
GEM Listing Rules. The following transactions between certain connected
parties (as defined in the GEM Listing Rules) and the Company have
been entered into and/or are ongoing for which relevant announcements,
if necessary, had been made by the Company in accordance with the
requirements of the Listing Rules.

1. The connected transactions with Satellite Television Asian Region
Limited (“STARL”) and STAR Filmed, ATV Enterprises Limited (“ATVE”)
and Asia Television Limited (“ATV”) have been approved by resolutions
of independent shareholders of the Company (“Independent
Shareholders”) passed on 26 June 2003.

On 18 August 2006, the Independent Shareholders have approved
the renewal of connected transactions with STARL and STAR Filmed.

FHEMBERREP

AEEIZHEBIESRRTPREFAMBER
BRHEBRSLLIT

Year 2006 Year 2005
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17% 18%

48% 55%

3% 2%

11% 8%
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100% ez ©
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CONNECTED TRANSACTIONS (CONTINUED)

(a) STARL is a subsidiary of Xing Kong Chuan Mei Group Co.,

66

Ltd.

, a substantial shareholder of the Company. The connected

transactions are:

(i)

(ii)

(iii)

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 31 December
2006, the service charges paid/payable to STARL amounted
to approximately HK$53,416,000 (2005: HK$54,174,000),
which were calculated under the terms of the executed
service agreement between a subsidiary of the Company
and STARL. Such amount did not exceed the annual cap of
HK$80,000,000 for each of the two years ending 30 June
2006 and cap of HK$29,500,000 for the period from 1 July
2006 to 31 December 2006, approved under the relevant
resolutions.

STARL acts as an agent to promote international subscription
sales and marketing services for the Group. For the year
ended 31 December 2006, commission for international
subscription sales and marketing services paid/payable
to STARL amounted to approximately HK$3,201,000
(2005: HK$2,864,000), which was calculated based on
15% of the gross subscription fees received by Phoenix
Satellite Television Company Limited (“Phoenix HK")
attributable to the subscribers referred to Phoenix HK by
STARL. Such amount did not exceed the annual caps of
HK$10,000,000 for the year ended 30 June 2006 and the
cap of HK$2,000,000 for the period from 1 July 2006 and
31 December 2006 respectively, approved under the relevant
resolutions.

STARL acts as an exclusive advertising agent for the Group at
all territories outside the People’s Republic of China (“PRC").
For the year ended 31 December 2006, no commission for
advertising sales and marketing services were paid/payable to
STARL (2005: HK$51,000), calculated based on 4%-15% of
the net advertising income generated and received by STARL
on behalf of the 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$20,000,000 for each of the
two years ending 30 June 2006 approved under the relevant
resolutions. Pursuant to a letter of termination dated 18
October 2004, STARL ceased to act as the advertising sales
agent for the Group with effect from 30 September 2004 but
will continue to provide services and receive commission in
respect of advertising sales contracts concluded by STARL
on behalf of the Group prior to its cessation or as specifically
agreed by the parties.
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CONNECTED TRANSACTIONS (CONTINUED)

(b) STAR Filmed is an indirect wholly-owned subsidiary of The

(c)

News Corporation Limited, which is the ultimate holding
company 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 license 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 31 December 2006, the film license fees paid/payable
to STAR Filmed amounted to approximately HK$20,326,000
(2005: HK$20,355,000), which were charged according to the
executed film rights license agreement between a subsidiary of
the Company and STAR Filmed. Such amount did not exceed the
annual cap of HK$23,000,000 for each of the two years ending
30 June 2006 and the cap of HK$11,000,000 for the period from
1 July 2006 to 31 December 2006 respectively, approved under
the relevant resolutions.

ATVE, a wholly-owned subsidiary of 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 31 December 2006. He
also owns 80% of Dragon Goodwill International Limited, which
has completed its acquisition of 32.75% interests in ATV on 25
July 2003. The connected transaction relates to the acquisition
of certain television programme licenses from ATVE. For the year
ended 31 December 2006, programme license fees paid/payable
to ATVE amounted to approximately HK$428,000 (2005: Nil),
which were charged according to the executed license agreement
between a subsidiary of the Company and ATVE. Therefore, the
annual cap of HK$15,000,000 for each of the two years ending
30 June 2006 approved under the relevant resolutions was not
exceeded.
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(d) A subsidiary of the Company entered into an agreement 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 year ended 31 December 2006, the
service fees received/receivable from the provision of technical
support services and equipment to ATV were approximately
HK$1,276,000 (2005: HK$1,278,000), which were charged
according to the executed service agreement between this
subsidiary and ATV. Such amount did not exceed the annual cap
of HK$2,000,000 for each of the two years ending 30 June 2006
approved under the relevant resolutions.

A subsidiary of the Company 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 license 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.

For the year ended 31 December 2006, the service charges paid/
payable to Fox amounted to approximately HK$3,689,000 (2005:
HK$3,782,000), which were charged under the license agreement
between this subsidiary and Fox. Such amount did not exceed the
annual cap of HK$4,314,000 for the year ended 31 December 2006
approved under the relevant resolutions.

A 70% owned subsidiary of the Company entered into an electronic
programme guide (“EPG”) services agreement with BSkyB, an
associate of Xing Kong Chuan Mei Group Co., Ltd., a substantial
shareholder of the Company. This connected transaction relates to the
provision of EPG services for Phoenix Chinese News and Entertainment
Channel. For the year ended 31 December 2006, the costs paid/
payable to BSkyB amounted to approximately HK$1,120,000 (2005:
HK$393,000), which was charged in accordance with the service
agreement with BSkyB. Such amount did not exceed the annual cap
of HK$1,300,000 for the year ended 31 December 2006.
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CONNECTED TRANSACTIONS (CONTINUED)

4.

On 30 October 2000, a subsidiary of the Company had entered into
a license agreement with DIRECTV Inc. (“DIRECTV”) for the non-
exclusive distribution of Phoenix North America Chinese Channel via
its direct broadcast service satellite - delivered television system in
North America (“License Agreement”), which term had been extended
by various letters until the end of 2004. DIRECTV is approximately
34% owned by News Corporation, the ultimate holding company of
Xing Kong Chuan Mei Group Co. Ltd., a substantial shareholder of
the Company. On 1 March 2005, a subsidiary of the Company and
DIRECTV signed a letter which extended the term of the License
Agreement for four months from 1 January 2005 or until the First
Amendment (as defined below) became effective, whichever is the
earlier. Also on 1 March 2005, a subsidiary of the Company entered
into an amendment agreement with DIRECTV (“First Amendment
Agreement”) pursuant to which the Group further granted DIRECTV
the non-exclusive right to distribute Phoenix InfoNews Channel in
addition to the Phoenix North America Chinese Channel and that the
term of the License Agreement was further extended for another six
months commencing from 5 March 2005. DIRECTV, which has the
right to extend for a year after the expiry of the First Amendment,
had chosen to extend the License Agreement on a monthly basis
with the view to conclude new terms with the Group. On 25 January
2006, a subsidiary of the Company entered into another amendment
agreement with DIRECTV (“Second Amendment Agreement”)
pursuant to which certain material terms of the License Agreement
have been supplemented and/or amended and the term of the License
Agreement has been extended for 3 years commencing from 25
January 2006. The Company has made an announcement in respect
of these connected transactions with DIRECTV on 7 February 2006.

For the year ended 31 December 2006, the license fee received/
receivable from DIRECTV amounted to approximately HK$1,954,000
(2005: HK$1,751,000), which were charged in accordance with
the License Agreement as amended by its subsequent amendment
agreements. Such amount did not exceed the annual cap of
HK$4,000,000 for the year ended 31 December 2006.

A subsidiary of the Company entered into a sub-license agreement
for the sub-licensing of certain programmes and a license agreement
for the licensing of a television series with SGL Entertainment Limited
(“SGL"), a wholly-owned subsidiary of Xing Kong Chuan Mei Group
Co. Ltd., a substantial shareholder of the Company. For the year
ended 31 December 2006, the license fees paid/payable to SGL
amounted to approximately HK$210,000 (2005: HK$546,000),
which were charged in accordance with the license agreement
with SGL. These are connected transactions but fall within Rule
20.34 of GEM Listing Rules. Such transaction is exempted from the
reporting, announcement and Shareholders’ approval requirements
of Chapter 20 of the GEM Listing Rules. The Company had made an
announcement on 27 September 2004 in respect of the connected
transactions with SGL.

PHOENIX ANNUAL REPORT 2006

5
4.

AT 5 ()

N-_ZEZZEFE+A=+H AQAa—FHHEQ
T EADIRECTV Inc. ( [DIRECTV]) &] 37 &F ] 1%
Z([Fum=zl)  FaBzlLE@EERER
EENNEEZEEGE — BEEEER &
BBEEEREMNERIEBR H i - ZHRE
BRZHHEMCHEE TSN ERAIL -
News Corporation (482~ &) &= £ &% & Xing Kong
Chuan Mei Group Co., Ltd. FI s &R A T ) #
B DIRECTVHI4)34% s - R_EZERAF = A
—HB ' ARQa—HHB AR EDIRECTVESE —
B - AT R E — S REF— A
—HEBERNEASBEESE —XE:T & (F
FHTX) AL (AREERAE) o BHN
R-ZERF=A—H AQr—HHBAG
EADIRECTVEI M. — 85T s ([ B —IXIERTH
=) Bt - AEEE—F IR T DIRECTV IEHE
RiE - DAEBR D HHBUEEREM G LAINR D 8
BEGREMNE M maBRNE ==
AE=RABBHXER/NEAR o DIRECTV (E
BREESE —NE BB EERREER—F)
BREBERAERT RS TEEERNEEG
EFIER - RZEZERF—A=-+HB ' AQ
7 — BB A =B DIRECTV 5] 32 B — 10 {& ] 1
& ([BEorsssThz ) Bt 3 Bz
ETEBRREEMITER,RIER] - M #
HE _ZERFE— A - t+HHEERE=F- K
NAERN-_ZTERFE - A HBEDIRECTVE
THZERER HIERAM -

HE-_ZZF+_A=+—BLFE B&/
JEUCDIRECTVHFFA] 2 A 4)/41,954,000/8 (=
TEFRL : 1,751,000/ 7T ) JoARE Al 7k (4
HEE B MIERT B TSR] ) WER o 2R &R
BEECEETANF+t-_A=1+—HILEENF
£ _FR 4,000,00055 7T ©

A QA — K B 2 A B SGL Entertainment
Limited ([SGL]) (A2 &% Z &5 Xing Kong
Chuan Mei Group Co., Ltd. B2 &M B AT ) 51
VERHFA G AERE TR MY LR
RN FF ] s AR —E AR EE B B AR o
HE-_ZTXF+_A=+—HIEFE  [ASGL
S F/ AT BIRF A B A 4) /A 210,000 T (=%
TR : 546,000 7T ) - THAR R B SGLET M2 HY
A HRWER - WEHREDBREER S - B
BIZEMR E AR BISE 20.341FTi 4B Rl - B S
EHRPETRER EMRAUFE20EMHR - A
HmRERBERAERTE - ARRER_ZZTHF N
B =+t BmESGLEITHRIER SR AM -

69



REPORT OF THE DIRECTORS ##

CONNECTED TRANSACTIONS (CONTINUED)

6.

70

A subsidiary of the Company, through its PRC advertising agent,
Shenzhou Television Company Limited, entered into an advertising
contract with CNHK Media Limited (“CNHK Media”), the PRC
advertising agent of China Mobile Communications Corporation
(“CMCC") on 12 December 2005. On 25 August 2006, China Mobile
(Hong Kong) Group Limited (“CMHKG”), through its wholly-owned
subsidiary, has become a substantial shareholder of the Company,
holding approximately 19.9% of the issued share capital of the
Company. Accordingly, CMCC being the ultimate holding company
of CMHKG, has become a connected person of the Company under
the GEM Listing Rules since 25 August 2006. The Company has
made an announcement in respect of this connected transaction
on 8 September 2006. For the year ended 31 December 2006,
the advertising sales to CMCC and its subsidiary amounted to
approximately HK$8,912,000 (2005: Nil), which were charged in
accordance with the advertising contract with CNHK Media.

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 Group in the ordinary and usual course of its business; and
(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, on terms no less favourable to the 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.
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COMPETING BUSINESS

Today’s Asia Limited has interests in approximately 37.5%, of the share
capital of the Company. Today’s Asia Limited, together with its shareholder,
Mr. LIU Changle, are deemed to be the management shareholders of the
Company as defined under the GEM Listing Rules.

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 Asia
Television Limited (“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 31 December
2006. He also owns 80% of Dragon Goodwill International Limited, which
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 received the approval from the
authorities in China to broadcast its Cantonese and English channels
through the cable system in Guangdong. ATV is also granted a non-
domestic television programme service license in May 2004, in addition to
its existing domestic free television programme service license.

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

SPONSORS" INTERESTS

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 has no sponsor since 1
July 2002. Accordingly, no additional disclosure is made.

ADVANCES TO AN ENTITY

Details of the relevant advance to an entity from the Group which exceeds
8% of the Group’s total assets, as defined in rules 17.14 of the GEM Listing
Rules, are set out in note 13 to the financial statements.
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AUDIT COMMITTEE EMEEE

The audit committee had reviewed the Group’s annual results for the year BZZESEEHAEEBEHE T F+ - A

ended 31 December 2006 and provided advice and comments thereon. ST RIESFENFERE  WHRLREEE R KE
B0

AUDITORS % B

The financial statements have been audited by PricewaterhouseCoopers B RRE HE SRICE ST S BAEZ - B

who retire and, being eligible, offer themselves for re-appointment. Rk BRI SIS R KA B8 B RET -

On behalf of the Board RERE=S

LIU Changle FE

Chairman 2R

Hong Kong, 8 March 2007 BE —EEEF=ANH
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|PRICEWATERHOUSE(COPERS
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INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF
PHOENIX SATELLITE TELEVISION HOLDINGS LIMITED
(Incorporated in the Cayman Islands with limited liability)

We have audited the consolidated financial statements of Phoenix Satellite
Television Holdings Limited (the “Company”) set out on pages 75 to 154,
which comprise the consolidated and company balance sheets as at 31
December 2006, and the consolidated income statement, the consolidated
statement of changes in equity and the consolidated cash flow statement
for the year then ended, and a summary of significant accounting policies
and other explanatory notes.

DIRECTORS" RESPONSIBILITY FOR THE
FINANCIAL STATEMENTS

The Directors are responsible for the preparation and the true and fair
presentation of these consolidated financial statements in accordance
with Hong Kong Financial Reporting Standards issued by the Hong Kong
Institute of Certified Public Accountants and the disclosure requirements
of the Hong Kong Companies Ordinance. This responsibility includes:
designing, implementing and maintaining internal control relevant to the
preparation and the true and fair presentation of financial statements
that are free from material misstatement, whether due to fraud or error;
selecting and applying appropriate accounting policies; and making
accounting estimates that are reasonable in the circumstances.

AUDITOR’S RESPONSIBILITY

Our responsibility is to express an opinion on these consolidated financial
statements based on our audit and to report our opinion solely to you, as a
body, and for no other purpose. We do not assume responsibility towards
or accept liability to any other person for the contents of this report.

We conducted our audit in accordance with Hong Kong Standards on
Auditing issued by the Hong Kong Institute of Certified Public Accountants.
Those standards require that we comply with ethical requirements and
plan and perform the audit to obtain reasonable assurance as to whether
the financial statements are free from material misstatement.

PricewaterhouseCoopers
22nd Floor Prince’s Building
Central Hong Kong
Telephone (852) 2289 8888
Facsimile (852) 2810 9888
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AUDITOR’'S RESPONSIBILITY (CONTINUED)

An audit involves performing procedures to obtain audit evidence about
the amounts and disclosures in the financial statements. The procedures
selected depend on the auditor’s judgment, including the assessment of
the risks of material misstatement of the financial statements, whether due
to fraud or error. In making those risk assessments, the auditor considers
internal control relevant to the entity’s preparation and true and fair
presentation of the financial statements in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal control.
An audit also includes evaluating the appropriateness of accounting
policies used and the reasonableness of accounting estimates made by
the Directors, as well as evaluating the overall presentation of the financial
statements.

We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our audit opinion.

OPINION

In our opinion, the consolidated financial statements give a true and
fair view of the state of affairs of the Company and the Group as at 31
December 2006 and of the Group’s profit and cash flows for the year
then ended in accordance with Hong Kong Financial Reporting Standards
and have been properly prepared in accordance with the disclosure
requirements of the Hong Kong Companies Ordinance.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 8 March 2007
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CONSOLIDATED INCOME STATEMENT

For the year ended 31 December 2006
(Amounts expressed in Hong Kong dollars)

Revenue
Operating expenses
Selling, general and administrative expenses
Other revenue
Exchange gain, net
Interest income, net

Other income, net

Provision for impairment loss in a jointly
controlled entity

Share of losses of jointly controlled entities
Profit before income tax

Income tax expense

Profit for the year

Attributable to:

Equity holders of the Company
Minority interests

Earnings per share for profit attributable
to the equity holders of the Company
during the year

Basic earnings per share, Hong Kong cents

Diluted earnings per share, Hong Kong cents

Dividends
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B

HE  —REITHER
HpA

PE M ER R

LS AH R

H YA H 5

HEZESERRESR
B

BEHBEVERER
B P 1S %5 A A
FREHER

FEERF

TH B REEER

AABEmFTAA
DERR

REARQBRERFEA
A ERN 2R B

A W A%

*T= ==/

(2BABTTINE)

Note(s)
B 5

6, 34(i)

6, 34(i)

(&)}

20

20

10

10

2006 2005
—EERE —EERF
$’000 $'000
T T
(Note 35)
(Mg=E35)
1,057,667 1,034,768
(729,483) (653,654)
(137,330) (222,429)
15,124 13,997
23,118 13,937
18,247 19,178
- (472)
(1,518) (1,906)
245,825 203,419
(34,938) (20,755)
210,887 182,664
212,385 181,482
(1,498) 1,182
210,887 182,664
4.30 3.67
4.29 3.67
69,190 59,278
75
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CONSOLIDATED BALANCE SHEET HAEBEEAMBE

As at 31 December 2006 NZZEERE+_A=1+—H
(Amounts expressed in Hong Kong dollars) (EABTTHIE)

76
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2006 2005
—EERE —ETREF
Note(s) $’000 $'000
BiaE Fr Tt
ASSETS BE
Non-current assets FRBEE
Purchased programme and film rights, net fE BT B KB F R 16 13,915 14,968
Lease premium for land THHEEER 17 74,696 =
Property, plant and equipment, net M - BB MR ETRE 18 106,950 44,518
Property deposit and development costs MEIZ S MR A 19 - 30,560
Investments in jointly controlled entities REEEI BRI E 20 9,350 9,594
Available-for-sale financial assets A SHE B EE 962 -
Financial assets at fair value through BAFEIBRIW B R R
profit or loss BRI IEEE 21 80,027 65,971
Prepayment for long-term assets REBEERNFRIE 22 24,393 =
Loans and receivables ER K EGRIE 26 - 31,018
Deferred income tax assets FIEFTSIREE 30 12,233 963
322,526 197,592
Current assets REBEE
Accounts receivable, net FEW BRSO 58 12 56,159 43,254
Prepayments, deposits and other TENFRIE ~ e REAM
receivables FEWSRIE 13 407,376 367,945
Inventories R 14 4,952 5,557
Amounts due from related companies JEUS BEE N Rl I 15, 34(ii) 38 1,232
Self-produced programmes BRETB 3,206 3,760
Purchased programme and film rights, fE AR B KB F R
net, current portion — 55 HAEB (7 16 4,061 5,141
Financial assets at fair value through BAFEBRIW B R R
profit or loss BRIENMIEEE 21 22,479 23,758
Loans and receivables - current Bk % EWGRIE — 52 B ER (D 26 69,136 =
Cash and cash equivalents ReFkReEEIAE 25 543,417 513,364
1,110,824 964,011
Total assets WEE 1,433,350 1,161,603




CONSOLIDATED BALANCE SHEET

(CONTINUED)

As at 31 December 2006

(Amounts expressed in Hong Kong dollars)

R B R R ()

—EBE

—EERFT-_A=T—H

(2RABTTINE)

2006 2005
—EEXRF —ZETRHEF
Note(s) $’000 $'000
B 5E Frx T
EQUITY s
Capital and reserves attributable to the D RIERFEE AEMN
Company’s equity holders BEERR#E
Share capital N 27 494,213 493,867
Reserves M 665,336 505,220
1,159,549 999,087
Minority interests DY RER 7,139 8,019
Total equity R 1,166,688 1,007,106
LIABILITIES a8f&
Non-current liabilities FRBEE
Provision for asset retirement RS EE R B
reinstatement 4,342 -
Deferred income tax liabilities EIEFFSTH AR 30 1,213 963
5,555 963
Current liabilities REBEE
Accounts payable, other payables FERTBRSR - EAthFES 5RIE
and accruals N eS8 24 119,378 95,948
Deferred income PEIEUT A 119,580 47 572
Amounts due to related companies ANl ENGIE /R 15, 34(ii) 4,743 4,900
Profits tax payable JERT RS 17,406 5114
261,107 153,534
Total liabilities BesE 266,662 154,497
Total equity and liabilities HEZNEE 1,433,350 1,161,603
Net current assets REBEEZE 849,717 810,477
Total assets less current liabilities BEERABERE 1,172,243 1,008,069
Approved by the Board of Directors on 8 March 2007 and signed on behalf R=-ZZ t¢ ﬁ /\ HEE=EH WA RE
of the Board by ERRESSHE
LIU Changle CHUI Keung
B R8¢ Tl
Director Director
- E
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BALANCE SHEET ErEAlE
As at 31 December 2006 R-ZEEE+-_A=+—H
(Amounts expressed in Hong Kong dollars) (EABTTHIE)
2006 2005
—EEXRE —ETHE
Note(s) $’000 $'000
BsE Fr T
ASSETS BE
Non-current asset FRBEE
Interests in subsidiaries R B A RIA R 23 1,170,216 1,232,543
Current asset REEE
Cash and cash equivalents RekBeEEIER 25 7,458 1,972
Total assets REE 1,177,674 1,234,515
EQUITY =
Capital and reserves attributable to AATEREFE AENL
the Company’s equity holders B f#iE
Share capital N 27 494,213 493,867
Reserves & 29 683,307 740,494
Total equity R 1,177,520 1,234,361
LIABILITY =V
Current liability REAE
Other payables and accruals H At T 5RIB R FE AT FRIR 154 154
Total liability wmes 154 154
Total equity and liability mERREE 1,177,674 1,234,515

Approved by the Board of Directors on 8 March 2007 and signed on behalf R-ZZ+F=F/\BEEZ=F<@m A WHNA =

of the Board by ERRESEZEE
LIU Changle CHUI Keung
BRg BEiR
Director Director
= BFE
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CONSOLIDATED STATEMENT OF
CHANGES IN EQUITY

For the year ended 31 December 2006
(Amounts expressed in Hong Kong dollars)

Note(s)
BitsE
Balance at 1 January 2005 RZZETREF
—R—B&% 27
Exchange differences arising on BEEINTE AR
translation of the financial IBIRREER
statements of foreign subsidiaries B X =%
Exercise of share options TRk iE 27,28
Dividend related to 2004 EN_ZEMFERE
Profit for the year FEEF
Balance at 31 December 2005 R_ZERF+_A
=+—B#&#H
Note(s)
itzE
Balance at 1 January 2006 KT F
—R—B&#% 27
Exchange differences arising on BEFINHB AR
translation of the financial IBIRREER
statements of foreign subsidiaries ~ [EX Z5E
Exercise of share options TR RE 27,28
Dividend related to 2005 ENZZTRFERE 9
Profit/(loss) for the year FERF/ (BE)
Investment in a subsidiary by a DERERBER
minority shareholder MBARLZ®E

Balance at 31 December 2006 R-ZEZE+-FA
=t—R#&#%

AR B R

BE-_ZTXE+_A=+—HALFE

(2RAETTINE)

Attributable to the Company’s equity holders
RRAAERRE AEG

Share Share  Exchange Accumulated Minority Total
capital premium reserve deficit interests equity
DERR
BA  RIDEE EXEE  2EEE e LY 3
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
T T T T T T
493,680 829,741 2,204 (461,977) 6,837 870,485
- - 1,383 - - 1,383
187 1,774 - - - 1,961
= (49,387) = = = (49,387)
- - - 181,482 1,182 182,664
493,867 782,128 3,687 (280,495) 8,019 1,007,106
Attributable to the Company’s equity holders
ARRERTE AL
Share Share  Exchange Accumulated Minority Total
capital premium reserve deficit interests equity
PBRR
BEx  ROEE EXfE 2EER i o
HK$'000  HK$'000  HK$'000 HK$'000  HK$'000  HK$'000
T T T T T T
493,867 782,128 3,587  (280,495) 8,019 1,007,106
- - 3642 - - 3642
346 3,367 - - - 3,713
- (59,278) = = - (59,278)
- - - 212,385 (1,498) 210,887
- - - - 618 618
494,213 726,217 7,229 (68,110) 7,139 1,166,688
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CONSOLIDATED CASH FLOW STATEMENT

For the year ended 31 December 2006
(Amounts expressed in Hong Kong dollars)

CASH FLOWS FROM OPERATING ACTIVITIES
Cash generated from operations
Interest received
Income from certificate of deposit
Hong Kong taxation paid
QOverseas taxation paid

NET CASH GENERATED FROM OPERATING
ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES
Increase in prepayment for long-term assets
Increase in property deposit and development costs
Increase in available-for-sale financial assets
Purchase of property, plant and equipment
Purchase of programme and film rights
Investment in a jointly controlled entity
Proceeds from disposal of property, plant and
equipment

Proceeds from partial disposal of property deposit
interest

Purchase of financial assets at fair value through
profit or loss

Proceeds from disposal of financial assets
at fair value through profit or loss

Income from financial assets at fair value
through profit or loss

NET CASH USED IN INVESTING ACTIVITIES
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from exercise of share options
Dividends paid to Company’s equity holders
Investment in a subsidiary by a minority shareholder
NET CASH USED IN FINANCING ACTIVITIES
INCREASE IN CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS AT
BEGINNING OF YEAR

EFFECT OF FOREIGN EXCHANGE RATE CHANGES

CASH AND CASH EQUIVALENTS AT END OF YEAR

80 BA#EHRER 2006

BABARRE
BE_ZEZEE+_A=+—HILEE
(LEABTTHIE)
2006 2005
—EERE —ETRHEF
Note(s) $'000 $'000
Bt T T
RELETHNRESRE
REERELINRS 31 154,248 216,476
B IH 8 23,118 13,937
TFERERA 976 786
BN EBRIE (33,615) (14,986)
BB IR (51) (271)
REERTHELNRESTE
144,676 215,942
REZHNASHRE
REFEETARNFIBE N 22 (24,393) =
YIRS N BRI M (288) (1,246)
Al S E BT A E R AN (962) -
BADE  BEREE (29,708) (15,878)
BAZE REFE 16 (16,728) (16,083)
RERIZETIEEBRHNIE 20 (1,274) (11,500)
HEME  BE RZEE
FE 29 85
HERPWERSERSNE
FB 19 19,602 37,792
BARAFETIRTE
BEREENTSEE (148,873) (206,768)
HERATEYRTEBRR
BENGHEEMSZE 134,437 171,398
BATED BRI EBRR
BRERNITSEER 5,569 4,747
RETHMARESRE (62,589) (36,953)
RETHNESRE
TR ERT S RUE 27,28 3,713 1,961
BENFARQEEEEE ARRKRE 9 (59,278) (49,387)
DERESRANB AR ZRE 618 -
RMETHMARSRE (54,947) (47,426)
BeRBESEBEEEM 27,140 131,563
FHRERBREZEER
513,364 380,391
ErgsE 2,913 1,410
FRESRBEEHEER 543,417 513,364




NOTES TO THE FINANCIAL STATEMENTS % # 3 Mt &

GENERAL INFORMATION

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

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

The Company is listed on the Growth Enterprise Market of The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”).

The consolidated financial statements have been approved for issue
by the Board of Directors on 8 March 2007.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES

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

(a) Basis of preparation

The consolidated financial statements of Phoenix Satellite
Television Holdings Limited have been prepared in accordance
with Hong Kong Financial Reporting Standards (“HKFRS”)
issued by the Hong Kong Institute of Certified Public
Accountants and applicable disclosure requirements of the
Hong Kong Companies Ordinance and the Rules Governing
the Listing of Securities on the Growth Enterprise Market of the
Stock Exchange.

The consolidated financial statements have been prepared under
the historical cost convention, as modified by the revaluation of
financial assets at fair value through profit or loss.

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

—BER

REGRIERERAT ([ARE ) REHKE
NE (G T AEE ) TELLHEERER
Ev

RAR RIS STMAKL RIAEE HEER
BB R AR o AR A &t 9 = & 4 Cricket
Square, Hutchins Drive, PO Box 2681, Grand
Cayman KY1-1111, Cayman Islands °

ARBREBEHMERZAARAB (BT )
BIEIR T -

RGEMBRREBEFEN _TTLF=A
JNBEHEAETIE -

BB HHBOR MR

AT RSt R W B RERAERNEIES
FHERER - A BHASN  WEBRERAZ7
B FEANRIIERER -

(a) MAEEE
BEERIERER A RIERA ISR EK Ty
RIEBBSSFTASHMENE BT BRE
LR ([ BEMBHREER]) REBAA
16D 38 FA 55 55 48 & M EiE R FTEI R 7 5
ETRAIMmARR -

Rir B M BRMKRTIIRIRE LRAVERE
HERE SR D FETI R AR HREE R
MBEEFLAR -

AN EBABVBRELEANNMBERRT
RERETEENGHE - TRES
EEEERAAEEN G RRIBIETIE
HHE - A MWK TSRS EH 6
HEFERZENEE - HAERRR MM
FOER I TP 5 495 FE o
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82

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

(a) Basis of preparation (Continued)
(i) Amendments and interpretations to published standards

effective in 2006

HKAS 39 (Amendment), the Fair Value Option, is mandatory
for the Group’s accounting periods beginning on or after 1
January 2006. This amendment does not have any impact
on the classification and valuation of the Group’s financial
instruments classified as at fair value through profit or loss
prior to 1 January 2006 as the Group is able to comply
with the amended criteria for the designation of financial
instruments at fair value through profit or loss; and

HKFRS-Int 4, Determining whether an Arrangement
contains a Lease, effective for annual periods beginning on
or after 1 January 2006. This interpretation requires the
determination of whether an arrangement is or contains a
lease to be based on the substance of the arrangement.
It requires an assessment of whether: (a) fulfillment of the
arrangement is dependent on the use of a specific asset or
assets (the “Assets”); and (b) the arrangement conveys a
right to use the Assets. This interpretation has no material
financial impact on the Group, and does not result in
substantial changes to the Group’s accounting policies,
financial statement disclosures or presentation as compared
to that used in the preparation of the financial statements as
of and for the year ended 31 December 2005.

BA#EHRER 2006

2. EEGHBORME @)

(a) MBEEE (H)

(i)

RE-ZBEXNFERHE FIRER AL
AR

B G ERIFE IR (BIEFT) [A
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F-A—BRZERFAEN ST HEE
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RIERTIRE - B TRERT W MBI AL
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HEARBELZHNEEARME « &
ERFM: @QRBRTLHEEEEBER
FR—EBTEEXNZHEE ([Z
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2.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

(a) Basis of preparation (Continued)

(ii) Standards and interpretations to existing standards that
are not yet effective and have not been early adopted by
the Group
The following standards and interpretations to existing
standards have been published that are mandatory for the
Group’s accounting periods beginning on or after 1 May
2006 or later periods that the Group has not early adopted:

HKFRS 7, Financial instruments: Disclosures, and the
complementary Amendment to HKAS 1, Presentation of
Financial Statements — Capital Disclosures (effective for
annual periods beginning on or after 1 January 2007).
HKFRS 7 introduces new disclosures relating to financial
instruments. This standard does not have any impact on
the classification and valuation of the Group’s financial
instruments;

HK(IFRIC)-Int 8, Scope of HKFRS 2 (effective for annual
periods beginning on or after 1 May 2006). HK(IFRIC)-
Int 8 requires consideration of transactions involving the
issuance of equity instruments — where the identifiable
consideration received is less than the fair value of the
equity instruments issued - to establish whether or not
they fall within the scope of HKFRS 2. The Group will
apply HK(IFRIC)-Int 8 from 1 January 2007, but it is not
expected to have any impact on the Group’s consolidated
financial statements; and

2. HEGHBORME @)

(a) WMBEE (H)

(i) 18 K £ 34 B 7 55 B 0 S AR B IR A 1 2E

RIR BB ER 2 E

ATEAREREENNRES T
& AEEAR_ZTZERFRLHA—H
F 2 BB SRR B AEE

17 MAKELEZFRS

s BEARAVBMEEAETRMBT

B BE| REBEEGFENS
15 [ RN ZED — EARNEE
MEFTER] (R_TTLF—H—
BRZEFABENFEREER) -
BEMBRELENE7RIAEGH
FATE T AR IE - L IRERY &
HASEVBIAN D BERMGEE
HEAERIRE

R (BRYBERERERRE) -
BEE 8 [ FAUHRELRF2
FHEE | (R_TTRFRhA—
BRZEFABENFEREER) -
R (BRMBERERERRE) -
BEFSRMESLBEITRATA
Z RSB — W ATURE Z AT BRI X
BERAETRATAZ AFE—
BEETEBREBMBHREER
FRWEE - AREHKE —FF
tF-A-BREREE (ERH
BREREZEES) —R2BFE8® -
HEBHMES T HAKENRS Y
BRREEEMZE R
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84

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

(a) Basis of preparation (Continued)

(ii) Standards and interpretations to existing standards that
are not yet effective and have not been early adopted by
the Group (Continued)

e HK(IFRIC)-Int 10, Interim Financial Reporting and
Impairment (effective for annual periods beginning on
or after 1 November 2006). HK(IFRIC)-Int 10 prohibits
the impairment losses recognised in an interim period
on goodwill, investments in equity instruments and
investments in financial assets carried at cost to be
reversed at a subsequent balance sheet date. The Group
will apply HK(IFRIC)-Int 10 from 1 January 2007, but
it is not expected to have any impact on the Group’s
consolidated financial statements.

(iii) Interpretations to existing standards that are not yet
effective and not relevant for the Group’s operations
The following interpretations to existing standards have been
published and are mandatory for the Group’s accounting
periods beginning on or after 1 May 2006 or later periods
but are not relevant for the Group’s operations:

e HK(IFRIC)-Int 7, Applying the Restatement Approach
under HKAS 29, Financial Reporting in Hyperinflationary
Economies (effective from 1 March 2006). HK(IFRIC)-
Int 7 provides guidance on how to apply requirements
of HKAS 29 in a reporting period in which an entity
identifies the existence of hyperinflation in the economy
of its functional currency, when the economy was not
hyperinflationary in the prior period. As none of the group
entities have a currency of a hyperinflationary economy
as its functional currency, HK(IFRIC)-Int 7 is not relevant
to the Group’s operations; and

BA#EHRER 2006

2. EEGHBORME @)

(a) MRSLERE ()
(i) 15 4 ¥ B 7 5 B 3t 1 12 2 SR A 9 8
AIRBEREINRE ()

o HE (BRI BHEREZESR) —
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2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

(a) Basis of preparation (Continued)
(iii) Interpretations to existing standards that are not yet
effective and not relevant for the Group’s operations
(Continued)

HK(IFRIC)-Int 9, Reassessment of embedded derivatives
(effective for annual periods beginning on or after
1 June 2006). HK(IFRIC)-Int 9 requires an entity to
assess whether an embedded derivative is required to
be separated from the host contract and accounted for
as a derivative when the entity first becomes a party to
the contract. Subsequent reassessment is prohibited
unless there is a change in the terms of the contract
that significantly modifies the cash flows that otherwise
would be required under the contract, in which case
reassessment is required. As none of the group entities
have changed the terms of their contracts, HK(IFRIC)-Int
9 is not relevant to the Group’s operations.

2. HEGHBORME @)

(a) MBEE (/H)
(i) (AR E R B B B AR & T SRR Y
REEAMZEE ()

o X (BRMBERERERES) -

REFIRIEMANEATET
Bl (RZTEERFAAA—Hzkz
#FEIEMFERRER) - BF (F
B BREREEE ) —RES
ORERERTENEXITELER
ERBHEFER B - WEEE
R B%E RMET N RARY A
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@ﬂ%éﬁﬁ?%ﬁ%%Zﬁim

CRUEESR T - RIZEERES ©
EFE@RE%MEE&ADHM
{7%%7\ WES (BRI SRERE
ZEe) —REFIFEKNEEN
1S ZE TS fR R o

PHOENIX ANNUAL REPORT 2006 85



NOTES TO THE FINANCIAL STATEMENTS B % # 3% b i1

2.

86

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

(a) Basis of preparation (Continued)
(iv) Standards, amendments and interpretations effective in
2006 but not relevant for the Group’s operations
The following standards, amendments and interpretations
are mandatory for accounting periods beginning on or
after 1 January 2006 but are not relevant to the Group’s
operations:

e HKAS 19 (Amendment) — Actuarial Gains and Losses,
Group Plans and Disclosures;

e HKAS 21 (Amendment) — Net Investment in a Foreign
Operation;

e HKAS 39 (Amendment) — Cash Flow Hedge Accounting
of Forecast Intragroup Transactions;

e HKAS 39 and HKFRS 4 (Amendment) — Financial
Guarantee Contracts;

e HKFRS 6, Exploration for and Evaluation of Mineral
Resources;

e HKFRS 1 (Amendment) — First-time Adoption of Hong
Kong Financial Reporting Standards and HKFRS 6
(Amendment), Exploration for and Evaluation of Mineral
Resources;

e HKFRS-Int 5, Rights to Interests arising from
Decommissioning, Restoration and Environmental
Rehabilitation Funds; and

e HK(IFRIC)-Int 6, Liabilities arising from Participating

in a Specific Market — Waste Electrical and Electronic
Equipment.
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2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

(b) Consolidation
The consolidated financial statements include the financial
statements of the Company and all its subsidiaries made up to
31 December.

(i) Subsidiaries

Subsidiaries are all entities (including special purpose
entities) over which the Group has the power to govern the
financial and operating policies generally accompanying
a shareholding of more than one half of the voting rights.
The existence and effect of potential voting rights that are
currently exercisable or convertible are considered when
assessing whether the Group controls another entity.

Subsidiaries are fully consolidated from the date on which
control is transferred to the Group. They are de-consolidated
from the date that control ceases.

The purchase method of accounting is used to account for
the acquisition of subsidiaries by the Group. The cost of
an acquisition is measured as the fair value of the assets
given, equity instruments issued and liabilities incurred
or assumed at the date of exchange, plus costs directly
attributable to the acquisition. Identifiable assets acquired
and liabilities and contingent liabilities assumed in a
business combination are measured initially at their fair
values at the acquisition date, irrespective of the extent of
any minority interest. The excess of the cost of acquisition
over the fair value of the Group’s share of the identifiable
net assets acquired is recorded as goodwill. If the cost of
acquisition is less than the fair value of the Group’s share
of the identifiable net assets of the subsidiary acquired, the
difference is recognised directly to the income statement.

Inter-company transactions, balances and unrealised gains
on transactions between group companies are eliminated.
Unrealised losses are also eliminated unless the transaction
provides evidence of an impairment of the asset transferred.
Accounting policies of subsidiaries have been changed
where necessary to ensure consistency with the policies
adopted by the Group.
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SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

(b) Consolidation (Continued)

(i)

(ii)

Subsidiaries (Continued)

In the Company’s balance sheet the investments in
subsidiaries and amount due from a subsidiary are stated
at cost less provision for impairment losses. The results of
subsidiaries are accounted for by the Company on the basis
of dividends received and receivable.

Jointly controlled entities
The Group’s interests in jointly controlled entities are
accounted for by the equity method of accounting and are
initially recognised at cost.

The Group’s share of its jointly controlled entities’ post-
acquisition profits or losses is recognised in the income
statement, and its share of post-acquisition movements in
reserves is recognised in reserves. The cumulative post-
acquisition movements are adjusted against the carrying
amount of the investment. When the Group’s share of losses
in a jointly controlled entity equals or exceeds its interest in
the jointly controlled entity, including any other unsecured
receivables, the Group does not recognise further losses,
unless it has incurred obligations or made payments on
behalf of the jointly controlled entity.

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

Dilution gains and losses in jointly controlled entities are
recognised in the consolidated income statement.
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2.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

(c) Segment reporting

A business segment is a group of assets and operations engaged
in providing products or services that are subject to risks and
returns that are different from those of other business segments.
A geographical segment is engaged in providing products or
services within a particular economic environment that are
subject to risks and returns that are different from those of
segments operating in other economic environments.

(d)

Foreign currency translation

(i)

(i)

Functional and presentation currency

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

Transactions and balances

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

Translation differences on non-monetary financial assets
and liabilities are reported as part of the fair value gain or
loss. Translation differences on non-monetary financial
assets and liabilities such as equities held at fair value
through profit or loss are recognised in profit or loss as part
of the fair value gain or loss. Translation differences on
non-monetary financial assets such as equities classified
as available for sale are included in the available-for-sale
reserve in equity.
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SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

(d) Foreign currency translation (Continued)
(iii) Group companies

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

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

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

(c) all resulting exchange differences are recognised as a
separate component of equity.

On consolidation, exchange differences arising from the
translation of the net investment in foreign operations
are taken to equity. When a foreign operation is partially
disposed of or sold, exchange differences that were
recorded in equity are recognised in the income statement
as part of the gain or loss on sale.

The functional currency of the jointly controlled entities in
which the Group has invested is the Renminbi. The Group’s
investment in the net assets of the jointly controlled entities
are translated at the closing rate at the date of the balance
sheet. The Group’s share of profits/(losses) of the jointly
controlled entities are translated at the average exchange
rates for equity accounting purposes. All resulting exchange
differences are recognised as a separate component of
equity.
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2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

(e) Property, plant and equipment

2. HEGHBORME @)

(e) W% BERZRE

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

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

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

Buildings 3.33%
Leasehold improvements 15% or over the terms
of the leases

Furniture and fixtures 15% — 20%
Broadcast operations and

other equipment 20%
Motor vehicles 20%

The assets’ residual values and useful lives are reviewed, and
adjusted if appropriate, at each balance sheet date.

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

Gains and losses on disposals are determined by comparing the
proceeds with the carrying amount and are recognised in the
income statement.
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SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

(f)

(g)

(h)

0]

Property deposit and development costs
Property deposit and development costs are carried at cost less
any impairment losses.

Purchased programme and film rights

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

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

Self-produced programmes

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

Impairment of investments in subsidiaries, jointly controlled
entities and non-financial assets

Assets that have an indefinite useful life or are not yet available
for use are not subject to amortisation and are tested annually
for impairment. Assets that are subject to amortisation are
reviewed for impairment whenever events or changes in
circumstances indicate that the carrying amount may not be
recoverable. An impairment loss is recognised for the amount
by which the asset’s carrying amount exceeds its recoverable
amount. The recoverable amount is the higher of an asset’s fair
value less costs to sell and value in use. For the purposes of
assessing impairment, assets are grouped at the lowest levels
for which there are separately identifiable cash flows (cash-
generating units). Assets other than goodwill that suffered an
impairment are reviewed for possible reversal of the impairment
at each reporting date.
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2.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

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

(i)

(i)

Financial assets at fair value through profit or loss

This category has financial assets held for trading, and those
designated at fair value through profit or loss at inception.
A financial asset is classified in this category if acquired
principally for the purpose of selling in the short term or if
so designated by management. Derivatives are classified as
held for trading unless they are designated as hedges.

Loans and receivables

Loans and receivables are non-derivative financial assets
with fixed or determinable payments that are not quoted
in an active market. They are included in current assets,
except for those with maturities greater than 12 months
after the balance sheet date. These are classified as non-
current assets. Items accounted for as loans and receivables
are also included in accounts receivable, and prepayments,
deposits and other receivables in the balance sheet.

(iii) Available-for-sale financial assets

Available-for-sale financial assets are non-derivatives that
are either designated in this category or not classified in
any of the other categories. They are included in non-
current assets unless management intends to dispose of
the investment within 12 months of the balance sheet date.
Available-for-sale financial assets represented unlisted
securities of private issuers outside Hong Kong.
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SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

(j) Financial assets (Continued)

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

effective interest method.

Gains or losses arising from changes in the fair value of the
‘financial assets at fair value through profit or loss’ category are
recorded in the income statement in the period in which they

arise.

If the market for a financial asset carried at fair value is not
active (and for unlisted securities), the Group established fair
value by using valuation technigues feasible to the Group.
These could include the use of recent arm’s length transactions,
reference to other instruments that are substantially the same,
indicative market values obtained from reputable financial
institutions, discounted cash flow analysis and option pricing
models, making maximum use of market inputs and relying as

little as possible on entity-specific inputs.

The Group assesses at each balance sheet date whether
there is objective evidence that a financial asset or a group of
financial assets are impaired. Impairment testing of loans and
receivables, accounts receivable and prepayments, deposits and

other receivables is described in Note 2(1).
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2.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

(k)

m

Inventories

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

Loans and receivables, accounts receivable and prepayments,
deposits and other receivables

Loans and receivables, accounts receivable and prepayments,
deposits and other receivables are recognised initially at fair
value and subsequently measured at amortised cost using
the effective interest method, less provision for impairment. A
provision for impairment is established when there is objective
evidence that the Group will not be able to collect or realise
all amounts due according to the original terms of the assets.
Significant financial difficulties of the counterparty, probability
that the counterparty will enter bankruptcy or financial
reorganisation, and default or delinquency in payments are
considered indicators that the asset is impaired. The amount
of the provision is the difference between the asset’s carrying
amount and the present value of estimated future cash flows,
discounted at the original effective interest rate. The carrying
amount of the assets is reduced through the use of an allowance
account, and the amount of the loss is recognised in the income
statement within selling, general and administration expenses.
When an accounts receivable is determined to be uncollectible,
it is written off against the allowance account for accounts
receivable. Subsequent recoveries of amounts previously written
off are credited against selling, general and administration
expenses in the income statement.

(m) Cash and cash equivalents

(n)

Cash and cash equivalents include cash in hand, deposits held
at call with banks, and other short-term highly liquid investments
with original maturities of three months or less.

Deferred income

Deferred income represents advertising revenue, subscription
revenue and promotion service revenue received in advance
from third party customers.
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SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

(o) Share capital

Ordinary shares are classified as equity. Incremental costs
directly attributable to the issue of new shares or options are

shown in equity as a deduction, net of tax, from the proceeds.

(p) Deferred income tax

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

realised or the deferred income tax liability is settled.

Deferred income tax assets are recognised to the extent that it is
probable that future taxable profit will be available against which

the temporary differences can be utilised.

Deferred income tax is provided on temporary differences
arising on investments in subsidiaries and jointly controlled
entities, except where the timing of the reversal of the temporary
difference is controlled by the Group and it is probable that the

temporary difference will not reverse in the foreseeable future.

(q) Employee benefits
(i) Employee leave entitlements

Employee entitlements to annual leave are recognised
when they accrue to employees. A provision is made for the
estimated liability for annual leave as a result of services

rendered by employees up to the balance sheet date.

Employee entitlements to sick leave and maternity or

paternity leave are not recognised until the time of leave.
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2.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

(q) Employee benefits (Continued)
(i) Bonus plans

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

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

(iii) Pension obligations

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

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

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

(q) Employee benefits (Continued)

(iv) Share-based compensation

The fair value of the employee services received in
exchange for the grant of share options is recognised as an
expense. The total amount to be expensed over the vesting
period is determined by reference to the fair value of the
share options granted, excluding the impact of any non-
market vesting conditions (for example, profitability and
sales growth targets). Non-market vesting conditions are
included in assumptions about the number of options that
are expected to become exercisable. At each balance sheet
date, the Company revises its estimates of the number of
share options that are expected to become exercisable. It
recognises the impact of the revision of original estimates,
if any, in the income statement, and a corresponding
adjustment to equity over the remaining vesting period.
When the share options are exercised, the proceeds
received net of any transaction costs are credited to share
capital (hominal value) and share premium account.

(r) Provisions

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

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

Provisions are measured at the present value of the expenditures
expected to be required to settle the obligation using a pre-tax
discount rate that reflects current market assessments of the
time value of money and the risks specific to the obligation. The
increase in the provision due to passage of time is recognised as
interest expense.
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2.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

(s) Revenue recognition

Revenue mainly represents income from advertising sales, net of
the related agency commission expenses, and subscription sales

after eliminating sales within the Group.

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

the specifics of each arrangement.
Revenue is recognised as follows:

(i) Broadcasting advertising revenue

Broadcasting advertising revenue, net of agency
commission expenses, is recognised upon the broadcast of

advertisements.

(ii) Subscription revenue

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

classified as deferred income.

(iii) Magazine advertising revenue

Magazine advertising revenue net of commission expense is

recognised when the magazine is published.

(iv) Magazine subscription/circulation revenue

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

magazine is dispatched or sold.

(v) Sales of decoder devices and satellite receivers

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

passed.
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SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

(s) Revenue recognition (Continued)
(vi) Interest income and income from certificate of deposit

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

(vii) Barter revenue

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

(t) Leases

(i)

(i)

Operating leases

Leases in which a significant portion of the risks and
rewards of ownership are retained by the lessor are
classified as operating leases. Payments made under
operating leases (net of any incentives received from the
lessor) are expensed in the income statement on a straight-
line basis over the period of the lease.

The up-front prepayments made for land use rights are
amortised on a straight-line basis over the period of the
lease, or where there is impairment, the impairment is
expensed in the income statement.

Finance leases

The Group leases certain property, plant and equipment.
Leases of property, plant and equipment where the Group
has substantially all the risks and rewards of ownership
are classified as finance leases. Finance leases are
capitalised at the lease’s commencement at the lower of
the fair value of the leased property and the present value
of the minimum lease payments. The property, plant and
equipment acquired under finance leases is depreciated
over the shorter of the useful life of the asset and the lease
term.
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2.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

(u) Dividend distribution
Dividend distribution to the Company’s equity holders is
recognised as a liability in the Group’s financial statements in
the period in which the dividends are approved by the Company’
s equity holders.

FINANCIAL RISK MANAGEMENT

(a) Financial risk factors

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

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

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

HEEFHBUORMEE @)

(u BREDIK

AARBERTE AL AR E D IR
BEARRAEREA AMENHBAER
SEMBRRAERRAE -

A 7 e B A B
(a) BIBEBREZE

AEBZ X ABH TR BRER : T5
M(@%TMHF~Q$EM$Hﬁ&
FWHA) EERR  RBETER
IR A & A b Z’»‘%ﬁéﬁfﬂ SREIRIE
AE2HESRH IS 2 FAIFRAIELAS K
BENAEBIBERE ZBETN R ERE

EHiK o

B E R ERAEEM A EEMNE
BapF ([ T5REPT 1) #1797 - M IS RRPTHE
EAEEEBELENRRAE  ERTLM
BLANITENB T AR BRI KR

Miﬁiﬁﬁﬂﬁ anoNERLER ~ A=
HA SRR - BEPHEE &GRS
Rz - &&éﬂ%ﬁ@ﬁ$°

() THEREE
(a) SNER R
HARASEEDEERES - AR
HIAEE (FZEABARE - £
NEEE) MEEAZIINERR - &
ERERS  HEREEHAE -
TG IMNE & T 2 R B F5EYT
GELEIMNERK

PHOENIX ANNUAL REPORT 2006 101



NOTES TO THE FINANCIAL STATEMENTS B % # 3% b i1

3.
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FINANCIAL RISK MANAGEMENT
(CONTINUED)

(a) Financial risk factors (Continued)
(i) Market risk (Continued)

(a)

(b)

Foreign exchange risk (Continued)

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

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

Price risk

The Group is exposed to securities price risk because
the return on certain investments held by the Group
classified on the consolidated balance sheet as financial
assets at fair value through profit or loss are tied to
the share prices of certain listed equity securities.
Management has adopted the indicative market value
provided by the issuers as their best estimate of the fair
values of such investments. The Group is not exposed
to commodity price risk. For further details, see note
21.
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3.

FINANCIAL RISK MANAGEMENT
(CONTINUED)

(a) Financial risk factors (Continued)
(ii) Credit risk

Credit risk arises from cash and cash equivalents,
financial assets at fair value through profit or loss, loans
and receivables, and deposits with banks and financial
institutions, as well as credit exposures to advertising agents
and customers, including outstanding receivables and
committed transactions. The Group has a receivable from
an advertising agent, Shenzhou, in the PRC amounting
to HK$344,263,000 representing approximately 24% of
the total assets of the Group as of 31 December 2006.
The Group manages its exposure to credit risk through
continual monitoring of the credit quality of its customers
and advertising agents, taking into account their financial
position, collection history, past experience and other
factors. For banks, financial institutions and issuers
of derivative financial instruments, only reputable well
established banks and financial institutions are accepted.

(iii) Liquidity risk

Prudent liquidity risk management implies maintaining
sufficient cash and cash equivalents, the availability of
funding through an adequate amount of committed banking
facilities and the ability to close out market positions. Due
to the dynamic nature of the underlying businesses, the
Finance Department aims to maintain flexibility in funding
by keeping committed banking facilities available. Details of
cash and cash equivalents and banking facilities are set out
in note 25 and 32 respectively.
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FINANCIAL RISK MANAGEMENT
(CONTINUED)

(a) Financial risk factors (Continued)
(iv) Cash flow and fair value interest rate risk
As the Group has interest-bearing assets comprising cash
and cash equivalents and investments classified as financial
assets at fair value through profit or loss and loans and
receivables for which returns are dependent on changes in
interest rates, the Group’s income and operating cash flows
can be affected by changes in market interest rates.

The Group’s cash flow and fair value interest-rate risks
primarily arise from bank deposits. Bank deposits placed
at variable rates expose the Group to cash flow interest-rate
risk whereas those placed at fixed rates expose the Group to
fair value interest-rate risk. The Finance Department’s policy
is to maintain an appropriate level between fixed-rate and
floating-rate deposits. At the year end, 8% of bank deposits
were at fixed rates.

(b) Fair value estimation
The fair value of financial assets at fair value through profit or
loss that are not openly traded is determined with reference to
indicative market values provided by issuers (Note 21).

The nominal value less estimated credit adjustments of accounts

receivable and accounts payable are assumed to approximate
their fair values.
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CRITICAL ACCOUNTING ESTIMATES
AND JUDGEMENTS (CONTINUED)

Estimates and judgments are continually evaluated and are based
on historical experience and other factors, including expectations
of future events that are believed to be reasonable under the
circumstances.

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

(i)

(i)

Provision for impairment of receivables

Significant judgment is exercised in the assessment of the
collectibility of accounts receivable from each customer. In
making its judgment, management considers a wide range
of factors such as results of follow-up procedures performed
by sales personnel, customers’ payment trend including
subsequent payments and customers’ financial position.

Income taxes

The Group is subject to income taxes in numerous
jurisdictions. Significant judgment is required in determining
the worldwide provision for income taxes. There are many
transactions and calculations for which the ultimate tax
determination is uncertain during the ordinary course of
business. The Group recognises liabilities for anticipated tax
payable based on estimates of the potential tax liability due.
Where the final tax outcome is different from the amounts
that were initially recorded, such differences will impact
the income tax and deferred tax provisions in the period in
which such determination is made. Please also refer to note
7 for details of the Group’s PRC tax exposure.

(iii) Fair value of a property received in a barter transaction

The Group received a property in a barter transaction
during the year (please refer to Note 17(a) for details of the
transaction). The revenues to be recognised by the Group
as a result of the transaction are measured based on the fair
value of the property received. The Group determined the
fair value of the property by making reference to the price
for the property negotiated with the third party counterparty
to the transaction and a valuation of the property as at the
date of the transaction prepared by an independent valuer.
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4. CRITICAL ACCOUNTING ESTIMATES

106

AND JUDGEMENTS (CONTINUED)

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

The fair value of financial assets at fair value through profit or
loss that are not traded in an active market is determined by
using valuation techniques. The Group adopted the indicative
market value provided by the issuers as their best estimate of the
fair values of these financial instruments (Note 21). The Group
considered that it would be more practicable to benchmark the
values of these financial assets at fair value through profit or loss
to the indicative market value provided by the issuer of these
financial instruments rather than selecting another valuation
method. The Group considered that the indicative market value
provided by the issuers of these financial instruments was
prepared based on a financial valuation model and can be relied
on.
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REVENUE AND SEGMENT

INFORMATION

5. WABRSEEF

The Group is principally engaged in satellite television broadcasting REEBNEZTEXBRBEERER
activities. An analysis of the Group’s revenue by nature is as follows: X7 o MEE A ENAREBRASITIT ¢
2006 2005
—EEXRE —ZETRHF
$’000 $'000
Fr Tt
Revenue A
Advertising sales EEHEE 973,310 937,825
Subscription sales NG N 41,511 38,973
Magazine advertising and MRS MR
subscription or circulation sales 1T 18,030 19,786
Others HAth 24,816 38,184
1,057,667 1,034,768
Other revenue EAUA
Exchange gain, net B 5 Woas AR 15,124 13,997
Interest income, net MBI A FEEE 23,118 13,937
Income from certificate of deposit FREWA 976 786
Sales of programmes g E HE 3,715 768
Fair value gain on financial assets at B ATES BRI AE B BRER 12
fair value through profit or loss M5 E ERN AT ERRS
(realised and unrealised) (BB RAEIA) 4,910 6,424
Gain from partial disposal of property HERBDUELE N
deposit and development R AR Wz
costs (Note 19) (Kfz£19) - 11,599
Others, net H b FEE 8,646 (399)
56,489 47,112
Total revenues FEAL PN 1,114,156 1,081,880
Primary reporting format — business segments FTESHFRX -—EEKL2E
The Group is organised into four main business segments including: AEBBRENAFZERHE - 815
(i) Television broadcasting — broadcasting of television programmes () ERERE — B6HE  EEEERREH
and commercials and provision of promotion activities; SEEEE
(i) Programme production and ancillary services; (i &7E RERLZIEAR
(iii) Internet services — provision of website portal; and (i) EERRT — IR AT, - &
(iv) Other activities — merchandising services, magazine publication (iv) M2 — mmRE -« SR R EET
and distribution, and other related services. VAR EoAth A B AR ©
PHOENIX ANNUAL REPORT 2006 107



NOTES TO THE FINANCIAL STATEMENTS B # # 2 Fit i

5.

108

REVENUE AND SEGMENT
INFORMATION (CONTINUED)

Revenue
External sales
Inter-segment sales

Total revenue
Segment results
Unallocated expenses (Aote a)

Profit before share of results
of jointly controlled entities,
income tax and minority
interests

Share of losses of jointly
controlled entities

Income tax expense

Profit for the year
Minority interests

Profit attributable to equity
holders of the Company

Segment assets (Mote b)
Unallocated assets

Total assets

Segment liabilities (Vofe ¢)
Unallocated liabilities

Total liabilities

Capital expenditure (Mofe o)
Unallocated capital expenditure

Depreciation

Impairment of purchased
programme and film rights

Provision for impairment of
receivables

Amortisation of purchased
programme and film rights

Reversal of provision for
impairment of receivables
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5. WABRSBFER )
Year ended 31 December 2006
HBEZS9 FI-A=T-HLFE
Programme
production
and Inter-
Television ancillary Internet Other segment
broadcasting services services activities elimination Group
EEES I
EREE XERE  ERERE HibEH  HEEHH r5E
$'000 $'000 $000 $'000 $'000 $'000
r r r r r r
1,014,822 1,914 13,490 27,441 - 1,057,667
611 24,584 - 30 (25,225) -
1,015,433 26,498 13,490 27471 (25,225) 1,057,667
351,549 (1,921) 894 (2,984) - 347,538
(100,195)
247,343
(1,518)
(34,938)
210,887
1,498
212,385
64,385 68,454 17,038 10,191 - 160,068
1,273,282
1,433,350
(27,006) (5,281) (11,888) (10,273) - (54,448)
(212,214)
(266,662)
(11,678) (2,789) (3,417) - - (17,884)
(67,979)
(85,863)
(18,533) (2,883) (1,897) (60) - (23,373)
(1,680) - - - - (1,680)
(16,293) - - - - (16,293)
(17,011) - - - - (17,011)
12,152 - - - - 12,152




5.

REVENUE AND SEGMENT
INFORMATION (CONTINUED)

Revenue
External sales
Inter-segment sales

Total revenue

Segment results

Unallocated other income
(Note e)

Unallocated expenses (Note a)

Prafit before share of results
of jointly controlled entities,
income tax and minority
interests

Provision for impairment
loss in a jointly controlled entity

Share of losses of jointly
controlled entities

Income tax expense

Profit for the year
Minority interests

Profit attributable to equity
holders of the Company

Segment assets (Note b)
Unallocated assets

Total assets

Segment liabilities (Note c)
Unallocated liabilities

Total liabilities

Capital expenditure (Note d)
Unallocated capital expenditure

Depreciation
Impairment of purchased
programme and film rights
Impairment of inventories
Provision for impairment
of receivables
Amortisation of purchased
programme and film rights

BA
HHNHE
NERHE

Bl

A

FAEE Mz
(Hizte)

KOLER (Hfita)

BRIEE R
/ﬁﬁﬂ

RS B
FEEERE
e RIEIER

&
FEHER

AEFER
SURRER

AREEEHAA
FEIERR

NREE (With)
AREE

BEE

NREAE (i)
% AR

BagE

BAX (Witd)
RAEERSH

ik
BABEREY
RAERE
FERE
el B E

i
NGNS i
B

REHERRS
IS HR ) B R A

5. WARGHEER @)
Year ended 31 December 2005
BE_TTRST-_A=t—HIFE
Programme
production

and Inter-

Television ancillary Internet QOther segment
broadcasting services Services activities glimination Group

‘ HEEER \ ,
ERER XERE  EHERE Bl pERUH AEE
$000 $000 $000 $000 $000 $000
I Fi A T I I
976,797 3,991 6,581 47,39 - 1,034,768
- 28,808 - = (28,808) =
976,797 32,79 6,581 47,39 (28,808) 1,034,768
281,610 3,489 (6,221) 205 - 279,083
11,599
(84,885)
205,797
(472)
(1,906)
(20,755)
182,664
(1,182)
181,482
78,278 86,025 28,008 8,243 - 200,554
91,049
1,161,603
(27,118) (3,778) (11,959) (9,822) = (52,677)
(101,820)
(154,497)
(7,070) (1,276) (2,232) (299) = (10,877)
(5,001)
(15,878)
(21,431) (3,801) (919) (30) = (26,181)
(3,380) = = = = (3,380)
= = = (3,257) = (3,257)
(106,177) = = = = (106,177)
(22,325) = = = = (22,325)
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REVENUE AND SEGMENT
INFORMATION (CONTINUED)

Note:

(a)

(b)

(c)

(d)

(e)

Unallocated expenses represent primarily:

—  corporate staff costs;

—  office rental;

—  general administrative expenses; and

—  marketing and advertising expenses that relate to the Group as a
whole.

Segment assets consist primarily of property, plant and equipment,
inventories, receivables and operating cash.

Segment liabilities comprise operating liabilities.

Capital expenditure comprises additions to property, plant and
equipment.

Unallocated other income represents gain, after providing for estimated
taxes, on disposal of partial interest of a property in Shenzhen (Note 19).

BA#EHRER 2006

WA RS ER @)

it

ROMEBAEES :

— SBEIMNA

— PWAEMES

— —RITEAX &

- EAEEEEFHENOTSEERRESH
35 °

DREETZEENE BEERE 78
FEYRIR R R E TR E o

DHEABRELEAE -

AR BIEREY - BB NRE -

Ao BLEAD a1 1SR 1) RS
Wezs (FRE19) e



5.

REVENUE AND SEGMENT
INFORMATION (CONTINUED)

Secondary reporting format — geographical segments

5. WARBHER @)

F_EHRA - HEDE

Year ended 31 December 2006
BE_ZZEAF+-A=+—HLEE
Total Capital
Revenue assets expenditure
L ON wEE BEALH
$’000 $’000 $’000
Frx F Fx
The People’s Republic of China FREE A R AR
(including Hong Kong) (BIEEE) 985,536 1,390,662 84,143
United States e 30,600 20,828 380
Europe BN 18,014 16,030 436
Others Hib 23,517 5,830 904
1,057,667 1,433,350 85,863
Year ended 31 December 2005
2 BT RhE+-_A=1t—"HItFE
Total Capital
Revenue assets expenditure
A BEE BEARTH
$'000 $'000 $'000
Tt Tt Tt
The People’s Republic of China ~ HRZE A R K15
(including Hong Kong) (BIEEE) 956,182 1,119,743 10,782
United States ESJE 41,151 24,073 1,240
Europe BUM 12,547 13,045 232
Others Hih 24,888 4,742 3,624
1,034,768 1,161,603 15,878
Revenue is based on the country in which the customer is located. WADDEREFPENBERE - REERE
Total assets and capital expenditure are based on the country where A ETBEREEMENBRRE -

the assets are located.
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6. EXPENSES BY NATURE 6. AR E MR
Expenses included in operating expenses and selling, general and WERERKEERANEE - —RBETHERA
administrative expenses are analysed as follows: HEBERSTT :
2006 2005
—EEXRE —ETRF
$’000 $’000
Fr Tt
Amortisation of purchased programme AR B N E R R
and film rights 17,011 22,325
Production costs of self-produced B &UE0 B BUERAS
programmes 119,786 91,710
Transponder rental (Note 34(i)(b), (0)) RS (M1aF 343)(b) * (0) 17,000 16,368
Provision for impairment of receivables FEWFIRRE R 16,293 106,177
Reversal of provision for impairment FEMBGRIB R (B R 7 E
of receivables (12,152) -
Employee benefit expenses EERFER
(including Directors’ (BiIEES=EME)
emoluments) (Note 11) (Kfa£11) 263,418 242 207
Operating lease rental in respect of Ty EHERS
— Directors’ quarters —EE=EE 1,202 1,185
— land and buildings of third parties —E= R RETF 17,959 15,567
Cost of inventories sold BEEFEKA 626 566
Depreciation expenses WEERH 23,373 26,181
Amortisation of lease premium for land TH A E E R 540 =
Auditors’ remuneration ZERN N & 2,410 2,230
Impairment of property, plant Y - BB RERERE
and equipment 677 -
Impairment of purchased B AL B REEMRERE
programme and film rights 1,680 3,380
Impairment of inventories FERE - 3,257
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INCOME TAX EXPENSE

Hong Kong profits tax has been provided at the rate of 17.5% (2005:
17.5%) on the estimated assessable profit for the year. Taxation on
overseas profits has been calculated on the estimated assessable
profit for the year at the rates of taxation prevailing in the countries
in which the Group operates.

Pt A 2 H

BB TS TR AN F [Z (E 5 R m F LA
175% (ZEZERFE : 17.5%) R BEMHE - &
A B FE A R B T AR IR AN F 2 Y [ 5T B AR Bl o
o AR EBEBERROBERARETE -

2006 2005
—EEXREF —ETRHEF
$’000 $'000
Fr Tt
Current income tax R PTISHR

— Hong Kong profits tax —BBHEH 45,532 29879
— Overseas taxation —/BINRIE 51 271

— Under/(over) provision of Hong Kong —RNBEFERBFEH
profits tax in the prior year BB R, (BRERE) 375 (895)
Deferred income tax (Note 30) EIERTIS R (F/5E30) (11,020) =
34,938 20,755

On 20 January 1998, the PRC State Administration of Taxation
granted a Tax Ruling of Business Tax and Foreign Enterprise
Income Tax on certain of the Group’s advertising fees collected
from Shenzhou Television Company Ltd. (“Shenzhou”) in the
PRC (Note 13) (the “Ruling”). The Group has dealt with the
aforementioned taxes according to the Ruling in the consolidated
financial statements. However, PRC tax laws and regulations and the
interpretations thereof may change in the future such that the Group
would be subject to PRC taxation on certain income deemed to be
sourced in the PRC other than Hong Kong. The Group will continue
to monitor developments in the PRC tax regime in order to assess the
ongoing applicability and validity of the Ruling.

R—ANANFE—AZ+H FEERRB
BEAAEEATBESENERBR QA
(THM ) WEBETESEZEHEER
RNEIRECEMRBHBEEE (K E
B (TZ#;ED - AEBEZREZH
ERGEAVBEBRRARE LAKRE - A
m - FEAERECAE AR R RER & A
2 - AAKEALE THRESNFEMmIES
ARG Z WABMRBEITIR - NEESEER
ROBEFUAR 2 BRATEZEE 2B R
BRI -
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7.

114

INCOME TAX EXPENSE (CONTINUED) 7.

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

FiiaBiEH @)

7 SR B R IR EATH AT R RIS A0 BB - BURFIA
N R P M O B SR TS 26 2 B3 SRR A
BT

Profit before income tax

Calculated at a taxation rate of 17.5%
(2005: 17.5%)

B PSR A

BAERR R 17 5% 51 E
—ZEERF :17.5%)

2006 2005
—EEAE | —2THF
$’000 $'000
T Fr
245,825 203,419
43,019 35,598
(10,823) (13,925)
10,273 8,925
9,431 6,389
(3,631) (15,202)
(13,900) -
51 271
375 (895)
143 (4006)
34,938 20,755

Income not subject to taxation ZEE LN
Expenses not deductible for A B AR AR M HR &
taxation purposes
Tax losses not recognised RER T IAEE
Utilisation of previously unrecognised SR ARTER
tax losses TiIEEE
Recognition of deferred tax asset TR A SR AR R IR
arising from previously unrecognised EEmES
tax losses ZIRETIEEE
Provision for overseas operations VAN S T S
Under/(over) provision of Hong Kong RBEFEHBFER
profits tax in prior years BETR (HBERE)
Others HAitb
Tax expense IR E A
LOSS ATTRIBUTABLE TO EQUITY 8.

HOLDERS OF THE COMPANY

The loss attributable to equity holders of the Company is dealt
with in the financial statements of the Company to the extent of
HK$1,276,000 (2005: HK$673,000).

BAEHRER 2006

/NG L S ERE DN L o

ARRERFTE ARIGETE 1,276,000/87T (=
TEZRF 6730008 7T) EFFARR AR
TR o



9.

10.

DIVIDENDS 9.

The 2005 final dividends paid during the year ended 31 December
2006 were HK$59,278,000 (HK$0.012 per share). A dividend
in respect of 2006 of HK$0.014 per share, amounting to a total
dividend of HK$69,190,000 estimated based upon the number
of outstanding shares of approximately 4,942,126,000 as at 31
December 2006, is to be proposed by the Directors at a Board of
Directors meeting to be held on 8 March 2007. These financial
statements do not reflect this dividend payable.

Proposed final dividend of HK$0.014 e EEHHHX S &M 0.014%8 7T
(2005: HK$0.012) per share TERTFHE : 0.012567T)
EARNINGS PER SHARE 10.

Basic

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

Profit attributable to equity holders of AR EIERRFEA A&
the Company ($°000) (Frt)
Weighted average number of BT LB A I T2
ordinary shares in issue ('000) (A=)
Basic earnings per share FRREAREF
(Hong Kong cents) C&A )

195\

RBEE_TTRF+_A=1+—HL
FEXNON_ZFTZTAFERYME 7%
59,278,000/ 7T (& fR0.0128 7T ) °

ERR_TTLF= ﬂ)\EIgﬁ%ﬂEl’J§$
Elauﬁi? 35—:' ?/\EHQ ‘.-'HXOO]A—
B RER-_ZZEXF+A=+—
B 2 AT B A %)4,942,126,0008%
T E) fhEt & 569,190,000 7T © It
FPHHRRLARRRZREMBE

2006 2005
—EBAE | —TTEF
$’000 $'000
T T
69,190 59,278
B AR
B

SRERDFREARTRERE A
A5 I BASE PO 2 3647 2 R 9 H
FIOBGE -

2006 2005
—BEXE | —TTOF
212,385 181,482

4,940,000 4,938,340

4.30 3.67
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10.

116

EARNINGS PER SHARE (CONTINUED)

Diluted

Diluted earnings per share is calculated by adjusting the weighted
average number of ordinary shares outstanding to assume
conversion of all dilutive potential ordinary shares. The Company
has one category of dilutive potential ordinary shares which is share
options. A calculation is done to determine the number of shares that
could have been acquired at fair value (determined as the average
annual market share price of the Company’s shares) based on the
monetary value of the subscription rights attached to outstanding
share options. The number of shares calculated as above is
compared with the number of shares that would have been issued
assuming the exercise of the share options. Where the number of
shares so calculated is smaller than the number of shares that would
have been issued assuming the exercise of all the outstanding share
options, the difference represents potential dilutive shares and is
added to the weighted average number of ordinary shares in issue to
arrive at the weighted average number of ordinary shares for diluted
earnings per share.

Profit attributable to equity holders of
the Company used to determine
diluted earnings per share ($'000) (F7t)

Weighted average number of

ordinary shares in issue (‘000)

Adjustment for share options (‘000)

(TA2)

Weighted average number of ordinary
shares for diluted earnings
per share ('000)

It E (T )

Diluted earnings per share (HK cents) TREESERZR CBL)

BA#EHRER 2006

RANEE BRE RN ARE
e ARG T

BETE BRI

SLEB A (E L RO (TR

PR EETE B 8 B 5 & m AR

10. BREF @)

g
BREERNDERRAEETELERBED
EHABERT - RIRDEHTERRNEAEM
BIYEAE - ARRE - BEFELEL R
B BORBRRHE o AN RITIARIR R ARTT (L RE A A
PR R BRI (EETTAE - MEEARA
FE (AR RS R HE S T 5 E m
E) BANBMEE - LA ERSHORD
B SRR &SRB ETEE NS HITHK
MEE LR o IR BB 8B DR
B RITREBREETER S HITHRMND K
B RIERAERABEEERNINAZEE
TTERROMETHE  LWEBAREEER
EHERAN e E BB -

2006 2005
—RBAE | ZTTHF
212,385 181,482
4,940,000 4,938,340
5,582 8,680
4,945,582 4,947,020
4.29 3.67




11. EMPLOYEE BENEFIT EXPENSES
(INCLUDING DIRECTORS’
EMOLUMENTS)

Wages, salaries and other allowances

Unutilised annual leave

Pension costs — defined contribution
plans, net of forfeited contributions
(Note a)

RRAER

(B2 W Fx)
(Kizta)

(a) Pensions - defined contribution plans

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

0)

Employees in Hong Kong are provided with a defined
contribution provident fund scheme and the Group is
required to make monthly contribution to the scheme
based on 10% of the employees’ basic salaries. Forfeited
contributions are used to offset the employer’s future
contributions. For the year ended 31 December 2006,
the aggregate amount of the employer’s contributions was
approximately HK$11,037,000 (2005: HK$10,808,000) and
the total amount of forfeited contributions was approximately
HK$1,875,000 (2005: HK$1,210,000).

The assets of the scheme are held separately from those of
the Group and are managed by independent professional
fund managers.

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

11. &

BAREKRA — ERERETE

(@)

BRMEMH (BEEFME)

2006 2005
SEENE | —FTOF
$'000 $'000

T T
251,010 231,305
1,544 75
10,864 10,827
263,418 242,207

BAEEA — ERAKEE
AEBRIBE B R RERNE AR K
EREBRAESZHEERKEAREE - A
BERREHFENTRES L XL L RE
MERRREBLRENEESENZFTE
RHEES - A FFTEMNEE—REMERE
ESHELEEARE -

() BAEEREDERECHEERAESH

2 mMASEESAREEEAT S

79 10% [Ma% TSI R - oSt

KT IE ERRRMER - H=E

TEEXE+-_/A=+—HILFEE

1B B M FR4A%E &%) 11,037,000 7T

— T T F £ : 10,808,000 7T )

A2 U RN AR EE A4 1,875,000 7T
(ZZEZT R4 : 1,210,000/ 7T ) °

ZATEIMEBEDEARBEED R
B UHBEVEXRESKRERE -

B_ZTTTFT_A—HE BFE
BrEENARGMERTESETE (=
BEAtE ) - BB EIRER =
ZETERMOBHIERE AT
HE o RIBBTESFE AEELE
fEEZAREERBERANSS (E
ERBBIMERTRESIED) M EIE
K

pu)
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11. EMPLOYEE BENEFIT EXPENSES
(INCLUDING DIRECTORS’
EMOLUMENTS) (CONTINUED)

(a) Pensions — defined contribution plans (continued)

118

(i)

(ii)

(continued)

Both the employer’s and the employees’ contributions are
subject to a cap of monthly relevant income of HK$20,000
for each employee. For those employees with monthly
relevant income less than HK$5,000, since 1 February
2003, the employees’ contributions are voluntary.

For the year ended 31 December 2006, the aggregate
amount of employer’s contributions made by the Group
to the MPF Scheme was approximately HK$1,296,000
(2005: HK$1,281,000) and the total amount of forfeited
contributions was approximately HK$40,000 (2005:
HK$52,000).

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

(a) BAEZRA — EBEMARTE (&)

(i)

(ii)

(&)
BEREENHEFHEAZIEMNEE S
H 8 B8 1 A 20,0007 TT K £ IR P 4R
R - 2R & A HBAYA DR 50008
THEE B-TT=F_A—HiE -
ZERE R BRREHMHR -

BE_ZTTERFT_A=+t—HILF
B AEERSESEIFLNET
R R 401,296,000 T (==
THEF 1,281,000 7T ) © IR K
HRAAFERL40,0008 T (ZFTH
F : 52,000/87T ) °

REBAKEEINGE QR PAEBRRN
MR - ZFWBRR2HE
BB R AR R A 8 Kok L H
AE el (BT B/ETE ) &
It RFAR AR EEL SR - A
RAEEREEMRKREIEHRES
A8 BT EF L RIS AR
BHERFEXANETHD LKE
EERE  Y2REZBERAERRA
RENFCHE - AEEY EEAHE
B H AT AR E WK B AT - X FaT 8
TEOHZRIIMELRRES RaRT®
kR ©



11. EMPLOYEE BENEFIT EXPENSES 11. BERAMEH (BEEFMWE) @)
(INCLUDING DIRECTORS'’
EMOLUMENTS) (CONTINUED)

(b) Directors’ and senior management’s emoluments (b) EERSREEAENHE
The remuneration of every Director for the year ended 31 BREEEHE_EEFt+-_A=1+—8H
December 2006 is set out below: IEFERMESEHTAT :
Employer's
Quartersand  contribution
Discretionary housing to pension
Name of Director Fees Salary bonuses allowance scheme Total
Exm
MiERH BER  BHREHE
BERE ik e A EEEE  (EHNER -
$'000 $'000 $'000 $'000 $'000 $'000
Fr Fr Fr Fr Fr Fr
1. LIU Changle BR4 - 4818 1,500 879 445 7,642
2. CHUI Keung i - 1974 700 971 182 3827
3. WANG Jiyan IRE(M-TTRE
(appointed on 29 September 2006)  fLA = +AREEE)
(note A) (HiiFA) - 1722 700 848 159 3429
4. Michelle Lee GUTHRIE Michelle Lee GUTHRIE

(resigned on 29 September 2006) (RZZZAF
NAZTNAEHE) = = - - - -
5. LAU Yu Leung, John BBz = - - - - -
6. CHEUNG Chun On, Daniel REZ
(resigned on 29 September 2006) (RZZETAF
NAZTNAEHE) = = - - - -
7. L0Ka Shui Exhh 200 = - - - 200
8. CHEUNG San Ping it
(resigned on 29 September 2006) (RZZEAF
NAZTNAEHE) = = - - - -

9. XU Gang Rl - - - - - -
10. GONG Jianzhong BEm - - - - - -
11. LEUNG Hok Lim RER 200 - - - - 200
12. Thaddeus Thomas Thaddeus Thomas

BECZAK BECZAK 200 - - - - 200
13. GAO Nianshu RoE

(appointed on 29 September 2006)  (R=ZZRE
NAZTNARZH) = - - - - -
14. LU Xiangdong BRR
(appointed on 29 September 2006)  (R=ZZRE
NAZTNARZH) = - - - - -
15. Paul Francis AIELLO Paul Francis AIELLO
(appointed on 29 September 2006)  (R=ZZRE
NAZTNARZH) = - = = - >

Note A:  Mr. WANG Jiyan was appointed as a Director effective from WizEA . FRFE-TSZAFNA=-TNLHERE
29 September 2006, the amount of remuneration covers full BEZERES  MEBERE_T
year 2006. TREERF -
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11. EMPLOYEE BENEFIT EXPENSES
(INCLUDING DIRECTORS’
EMOLUMENTS) (CONTINUED)

(b) Directors’ and senior management’s emoluments (continued)

As of 31 December 2006, Mr. LIU Changle had outstanding
share options to purchase 5,320,000 (2005: 5,320,000) shares
at HK$1.08 per share, Mr. CHUI Keung had outstanding share
options to purchase 3,990,000 (2005: 3,990,000) shares at
HK$1.08 per share and Mr. WANG Jiyan had outstanding share
options to purchase 3,990,000 (2005: 3,990,000) shares at
HK$1.08 per share. No options were exercised during 2006 and
the fair values of these options have not been included in the
directors’ emoluments disclosed above. The above outstanding

share options had vested as at 31 December 2006.

The remuneration of every Director for the year ended 31

December 2005 is set out below:

Name of Director Fees
£ ik
$000
Fi
1. LIUChangle R% =
2. CHUI Keung R =
3. Michelle Lee GUTHRIE Michelle Lee GUTHRIE =
4. LAU Yu Leung, John bR =
5. CHEUNG Chun On, Daniel REAR =
6. LOKa Shui & 200
7. KUOK Khoon Ean BIE
(resigned on 10 March 2005) (RZZZn%
=ATHEE) 3
8. CHEUNG San Ping R =
9. XU Gang Eid] =
10. GONG Jianzhong g =
11. LEUNG Hok Lim 28R
(appointed on 21 January 2005) (R=Z5R%E
—RZT—BEZ() 189
12. Thaddeus Thomas BECZAK Thaddeus Thomas BECZAK
(appointed on 11 March 2005) (R=ZZ1F
=RT+—-REZf) 162

120
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11. REmMEH (BFEENE) @)

Salary

e
$000
T

4,701
1,925

(b) EBREREBASNME (&)

RZZBERF+_A=+—8 " 3 R&%
A R Al 3% 0% 1.087%5 7T 32 8% 5,320,000
I (= ZT = F F : 5,320,0000% ) A5 H
RITHEIBRE  MERLERERAKSE
fi% 1.087% JT 78 B8 3,990,0000% ( == H
F : 3,990,0000% ) B D HIARTTIE HEARHE -
FTREEEHEBAEGR1.08E TRE
3,990,0000% (=== H4F : 3,990,0000% )
IR BIARITE B IRAE - IBREL BN =T
TRNNETHE - MxEBERENRFETR
Rt A EXFIHEENZERESR - LR
TEBREER =T NF+_A=+—
HE&E -

SLERRE_FERFT-A=1—A
IEF RS BB -

Employer's

Quartersand ~ contribution

Discretionary housing to pension
bonuses allowance scheme Total

EER

BE%H Bk  RUAEEHE
H7EAT FEZH  (ELAER et
$000 $000 $000 $000
i T i T
1,600 864 434 7,599

800 948 178 3,851

- - - 200

- - - 189



11. EMPLOYEE BENEFIT EXPENSES 11.

(INCLUDING DIRECTORS’
EMOLUMENTS) (CONTINUED)

(c) Five highest paid individuals
The five individuals whose emoluments were the highest in the
Group for the year ended 31 December 2006 include three
(2005: two) Executive Directors whose emoluments are reflected
in the analysis presented in (a) above. The emoluments paid/
payable to the remaining two (2005: three) individuals during

REFEMNEH (BHEFNE) @)

(c) ENBEHFAL
BE_ZEEXE+-_A=1+—HILFE -
REBARUZEHFALH  B8FE=F (=
TTHE  MB) RITES - FEHER
EX@EFHNHITARE - R TR
Z(ZZTZTH: =4) AT B
BT -

the year are as follows:

2006 2005
—EEXRE —ETRHF
$’000 $'000
Fr T
Salaries He 4,076 5,662
Discretionary bonus BB IAITEAL 1,400 2,400
Housing allowance EEER 2,009 2,781
Pension fund BIRE 376 523
7,861 11,366

The emoluments of the remaining two (2005: three) individuals BTIME (ZEZTRF : =4 ) A&

fell within the following bands: ENFATEE :
Number of individuals
AE

Emolument bands 2006 2005
& ZEBXE —ETRHF
HK$3,000,001 — HK$3,500,000 3,000,001/ 7T — 3,500,000/ 7T 1 2
HK$3,500,001 — HK$4,000,000 3,500,001 7C — 4,000,000/ 7T - -
HK$4,000,001 — HK$4,500,000 4,000,001 7T — 4,500,000/ 7T 1 1

During the year, no emoluments or incentive payments were paid
or payable to the five highest paid individuals as an inducement
to join the Group or as compensation for loss of office (2005:
Nil). ) o

FA - LEATN
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12.

122

ACCOUNTS RECEIVABLE, NET

Accounts receivable FEUBR SR
Less: Provision for impairment

of receivables

12. BEBUR AR

B - FEURRFORE B

2006 2005
—EEAF | TTEA
$'000 $000

T T
70,938 170,319
(14,779) (127,065)
56,159 43,254

The carrying amounts of accounts receivable, net, approximate their
fair value.

The Group has appointed an advertising agent in the PRC to
promote the sales of the Group’s advertising airtime and programme
sponsorship and collect advertising revenues within the PRC on
behalf of the Group (see note 13). The Group generally requires
customers to pay in advance, but grants a credit period of 30 days to
90 days to some customers.

The ageing analysis of the accounts receivable from customers is as
follows:

0-30 days O£ 30H

31-60 days 312 60H
61-90 days 61£E90H
91-120 days 91% 120H

JE U BR R B AR T 1B B S O R SEARAT.

AEFBERFEEE-—FEERIE  FARTE
BRkEEASENESREREERGBEED -
WHEAEEREESWA (RHFE13) - K&
B —REREFARLENTA LT B
EF30EZE0HMEEH -

FEYE P RRRHIBREC AT AR TS

Over 120 days

Less: Provision for impairment
of receivables

L EMRSORE B

2006 2005
—ERAF —FETHF
$'000 $000
Fr T
31,446 19,031
10,780 12,623
4,343 1,701
5,644 9,046
18,725 127,918
70,938 170,319
(14,779) (127,065)
56,159 43,254

There is no concentration of credit risk with respect to accounts
receivable because the Group has a large number of customers.

The Group has recognised a loss of HK$16,293,000 (2005:
HK$106,177,000) for the impairment of its accounts receivable
during the year ended 31 December 2006. The loss has been
included in selling, general and administrative expenses in
the consolidated income statement. The Group has written off
HK$128,579,000 (2005: HK$17,220,000) of accounts receivables
against the provision for impairment of receivables and reversed
HK$12,152,000 of the provision for impairment of receivables made
in prior years during the year.

BAEHRER 2006

HRAEEREARERF  WAKELEFR
R EE R ER -

REBE_ZTREF+ _HA=t—HILFE &
£ B 3t E R M AR BURME T 7 SR 85 18 16,293,000
BT (ZEZAF £ 106,177,00087T ) © % E
BEAAGERERTHE  —RERITHE
RIET - REBCRAFE A B U IR0
B i 88 128,579,000 L (Z 2T A & -
17,220,000/ 7T ) Z FEMWARFR - SO R B
F 2 1E W 2 B M R IR R A B 5 12,152,00078

JT °



13.

14.

PREPAYMENTS, DEPOSITS AND
OTHER RECEIVABLES

Included in prepayments, deposits and other receivables is an
amount of approximately HK$344,263,000 (2005: HK$299,805,000)
owing from an advertising agent, Shenzhou, in the PRC. The amount
represents advertising revenue collected, net of expenses incurred
by Shenzhou on behalf of the Group. The balance is unsecured and
bears interest at prevailing bank interest rates.

The Group has set up a commercial and trust arrangement
with Shenzhou, details of which have been disclosed in the
announcement made by the Company on 25 September 2002.

The Trust Law in the PRC enacted in recent years has not laid
out specific detailed implementation rules applicable to trust
arrangements such as that of the Group with Shenzhou, therefore
the extent of the enforceability of the arrangement is still unclear.
Although the management recognises that the present arrangement
is the only legally viable arrangement, the management will continue
to monitor and explore alternatives to improve the situation.

The management of the Group is of the opinion that the amount
owing from Shenzhou of approximately HK$344,263,000 as at 31

December 2006 is fully recoverable and no provision is required.

The carrying amounts of prepayments, deposits and other
receivables approximate their fair values.

INVENTORIES

Decoder devices and satellite receivers BRI ES M E E B IES

The cost of inventories recognised as expense and included in other
income, net, amounted to HK$626,000 (2005: HK$566,000).

13. HAHHRIE

Fhc 4 At HE Wik

BNFR - ke MEAMRYGRIASE —FERK
mh B 5 (R A8 M ) FRIB 40 344,263,000/ 7T
ZEZZF R4 ¢ 299,805,000 7T ) © Ik FKIE
REMNKRAEERBRNESEA (B
) o BERREER MR TIRITM X B -

A SN B AT — B R RIERER -
BEEAAAN 22— FAA-+TAHE
SUNELEE

A - PRI FHEHNETDESEF RIS
SRERBEM B W EAFARRSEERE - Bk - R
REBER L PR ARORMITHEE - HAEE
EBTRIRTRIDAR LRI
BE R E R ERER M EAM AT THDE AR
EERBER -

AEBERBERR R_ZETXRF+-A
=+ — BN R 2 FRIAK) 344,263,000/ 7T
R BB E - Btk BAVEH RS -

TR - R R R A A RO BRTA (524
S ATFENE -

14. #8&

2006 2005
—EBAE | —TTEF
$'000 $'000

T T
4,952 5,557

FE KA R 86260008 T (ZEF 1 F -
566,0007T ) EEREEM - Wit ARMBKA

FRRA T e
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15.

16.
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AMOUNTS DUE FROM/TO RELATED 15.

COMPANIES

The outstanding balances with related companies are aged less than
one year and are unsecured, non-interest bearing and repayable on
demand (2005: Same).

The carrying amounts of amounts due from/to related companies
approximate their fair values.

PURCHASED PROGRAMME AND FILM 16.

RIGHTS, NET

Balance, beginning of year FH)EEER
Additions R
Amortisation b3
Impairment loss REEE
Others Efth
Balance, end of year FIREERR

Less: Purchased programme R BBARTE kB RE
and film rights
— current portion

— R HER (D

BA#EHRER 2006

W, MBS B A R 5k

BEARRARK IR —FZRINERR
EEA - RERRBREE (ZFTTHF M
[) e

Bl N R A BN R ER RSO A
I -

YNCIEW B AY S

2006 2005
—EBAF —TZhF
$'000 $000
Fr Tt
20,109 30,067
16,728 16,083
(17,011) (22,325)
(1,680) (3,380)
(170) (336)
17,976 20,109
(4,061) (5,141)
13,915 14,968




17. LEASE PREMIUM FOR LAND

The Group’s interest in land use rights represents prepaid operating
lease payments and its net book value is analysed as follows:

Outside Hong Kong, held on: BAREIN =8
Leases of over 50 years BBS0FEMEE
Balance, beginning of year FHHERR
Additions (Note a) NE (Mita)
Amortisation expense HIEER

Balance, end of year FIREERR

(a)

Additions for the year represented the land use rights of a villa
(the “Villa”) received from a barter transaction with Mission Hills
Group Limited (“Mission Hills”).

On 23 June 2006 the Group entered into a strategic cooperation
agreement (the “Strategic Cooperation Agreement”) and a
barter agreement (the “Barter Agreement”) with Mission Hills.
According to the Strategic Cooperation Agreement, the Group
will provide advertising airtime on its satellite television channels
and assist Mission Hills in the planning and promotion of the
corporate image and branding of Mission Hills by using the
Group’s resources and leading position in the media industry.
The contract term of the Strategic Cooperation Agreement is five
years from the date of the contract.

PHOENIX ANNUAL REPORT 2006

17.

A # A

AEER T E A B E RN EEHEN
F o REREFESNAT

(a)

2006 2005
—EEXREF —EThE
$’000 $'000

Frx Tt
74,696 -

For the For the

year ended year ended
31 December | 31 December
2006 2005

BZE =
—BEXE | —TTOF
+=A +=H
=t+—AH =+—H
iT:3:3 L&
$'000 $'000

Fr T
75,236 -
(540) =
74,696 -

AEREREERERZEEERAT ([
= ) ETNSERZHAEERIZE ([%
R |) B0l FARE -

RoZZBERENA-+=R  NEFEEE
SRV B A ERE ([BEBEERZE])
kS5EWwE ([ 5EHE]) - BRESBS
B ANEBREEGEERAE LR
HESKE  WERAFNAAREBERRE
REENEEHNBRRREIREEE
SHPEFREmE - BEBEERENE
RHEARR TIERE] L& R B HEARAT BRI R o
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17. LEASE PREMIUM FOR LAND

126

(CONTINUED)

(a) (Continued)

Under the Barter Agreement, Mission Hills will transfer the title,
rights and interests of the Villa in Mission Hills in Residence
development to the Group at a price of approximately HK$98
million and in exchange, the Group will provide: (1) airtime
for advertisements for five years from the date of the Barter
Agreement of an equivalent value based on charging rates that
are at a discount to the Company’s normal rate card charges
and (2) services related to the planning and promotion of the
corporate image and branding of Mission Hills and its projects.
The fair value of the Villa has been assessed by an independent
valuer, Vigers Appraisal & Consulting Limited, on 31 July 2006
at approximately HK$103 million, and therefore the agreed price
of HK$98 miillion is considered by management to approximate
the fair value of the Villa. The total cost of the Villa, including
relevant taxes, is approximately HK$100,543,000. The cost of
the Villa has been allocated between the lease premium for land
(HK$75,236,000) and the building (HK$25,307,000) based on
the valuation assessment of the independent valuer.

The total revenues to be recorded by the Group for the provision
of airtime and services over the five year period of the contract
is based on the fair value of the Villa received of approximately
HK$98 million. The revenues recorded for airtime utilised by
Mission Hills is based on the rates charged to other customers
purchasing similar volumes of airtime. The revenues recorded
for the services provided is based on prices for the services
provided agreed with Mission Hills.

For the year ended 31 December 2006, the Group recognised
approximately HK$9,827,000 and HK$22,856,000, respectively,
of revenue for airtime utilised and services provided. As at 31
December 2006, the unutilised value of airtime and services
totaling HK$65,362,000 has been recorded in deferred income
in the balance sheet. The Group took possession of the Villa in
July 2006 and received title in February 2007.

BAEHRER 2006

17. LHMHEER @)

(a)

(%)

RIE S E W% - =45 2A4998,000,0007
T2 BRAASEEESEREANEEETE
BRRRZAI SRR - I Rz - mIE
BRI REERRE - (1) B2 ER
ZHBRETAPRAFNRSEEELSRE
(REBERARTIE—REERKBEEITE
MU EBIKFEE ) k) BRSNS EHE
SRHBENCEFERKMENRD © %
m%%@ﬁﬁ@%EMEmﬁﬁﬁﬁﬁﬁ
HEBBERAREL RZETRFLA
=+ — B #) 103,000,000/ 7T © Bk -
Efiguuﬁ98 000 OOO/ETEZ EFE@DK
RIEMAFEAR - ZAIEMBRA (&
FEAARATIIE ) 494100,543,00058 7T © 7%
RIE R AE IR IE B (HEMATE-RE -
25 AL ES R (75,236,000 7T )
&5 (25,307,00087T ) °

RAEERAFARYRERESHER
K R %5 T o T 8215 10 AR U A T AR IR DA K9
98 000,000/ 7T # W EY Z R 2 8 A F{E &

° BLERRPTE A R S R MRS R KA
E*ETFF?E%E*EM%%% RRENEME
P RrURE R B KR E o BLATIR AR
mis E‘]H&U\)ﬁﬂ%ﬁﬁi%ﬁ%%iﬁ’ﬂﬁﬂ%ﬁ
ART% 2 BIEFTE

BE_TEXFT_A=+—RHFE"
RNEERPTERRE SRR RATRHERS
if % 2 WA 5 Bl 49 /9,827,000 7T &
22,856,000 L RZZEZENF+ A
E+_E| |:|/\65 362 OOO/EEE’]%{Q}EH
BEREREBRBEAABEABRTHE
EWAR - REBER T NFL A
BZAE  WHN_TTLFE_RABEREZE
T o



18. PROPERTY, PLANT AND EQUIPMENT,

NET

At 1 January 2005
Cost
Accumulated depreciation

Net book amount

Year ended
31 December 2005
Opening net book amount
Exchange differences
Additions
Disposals
Depreciation

Closing net book amount

At 31 December 2005
Cost
Accumulated depreciation

Net book amount

Year ended
31 December 2006
Opening net book amount
Exchange differences
Additions (Note a)
Disposals
Depreciation
Impairment

Closing net book amount

At 31 December 2006
Cost
Accumulated depreciation
and impairment

Net book amount

18. #3% ~ Wi Bk it 34

Broadcast
Furniture  operations
Leasehold and and other Motor  Construction
Buildings improvements fixtures  equipment vehicles in progress Total
g AR EEZER
BF  WEEE $#E  HiRfE HE  HBIR st
$000 $/000 $000 $000 $000 $000 $000
Tr i i S Fr T Tr
R=BERE-f-H
PR = 22,824 2913 106,613 8764 = 141,114
2ENE - (11,225) (1837)  (69,142) (4,041) - (86,245)
FmFE = 11,599 1,076 37471 4723 = 54,869
HE-EERET-A
=+-HLEE
BEEFE = 11,599 1,076 37471 4723 = 54,869
ERES - (96) (20) 46 43 = 7)
it - 1,419 7 13,076 1,376 = 15,878
L& - - - (6) (15) - @1)
& = (3,717) (427)  (20,465) (1,572) - (26,181)
R FE - 9,205 636 30,122 4,555 = 44518
RZEBRE+-A=1-H
A = 24,120 2,842 119,612 9916 = 156,490
2ENE - (14915) (2206)  (89,490) (5,361) - (111,972)
FmFE = 9,205 636 30,122 4,555 = 44518
HECEE\E+=A
=+-HLEE
BEEFE - 9,205 636 30,122 4,555 = 44,518
ERES = 104 11 645 (31) - 729
105 (fiita) 25,307 4,348 110 17,624 1,768 36,706 85,863
L& - - - - (110) - (110)
& (352) (6,109) (237)  (15,136) (1,539) - (23,373)
RE - (256) (188) (233) - - (677)
HR BT R (E 24,955 7,292 332 33,022 4,643 36,706 106,950
RZEEXRE
t=A=+-8
AR 25,307 28,530 2,888 136,946 11,501 36,706 241,878
ZBTELRE
(352)  (21,238) (2,556)  (103,924) (6,858) - (134,928)
FmFE 24,955 7,292 332 33,022 4,643 36,706 106,950
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18. PROPERTY, PLANT AND EQUIPMENT,

128

NET (CONTINUED)

Depreciation expense of HK$15,136,000 (2005: HK$20,465,000)
has been included in operating expenses, and HK$8,237,000 (2005:
HK$5,716,000) in selling, general and administrative expenses.

Note a: Construction in progress consists of the Group’s entitlement to use
10,000 square meters in the building in Shenzhen discussed in
Note 19. The Group’s entitlement to use has been accounted for as
a finance lease as follows:

Cost — capital finance lease MR —BEAMERE

BA#EHRER 2006

18. W3k ~ W B st 338 )

1 & & A 151360008 T (== F A F -
204650008 L) EFt AR EEBERA AN M
8,237,000 T (ZZET R : 5,716,000/ 7T )
TRt AHE - —REITHERA -

ffita : ERIRBEAKEZARY—IEE
T #9 10,000°F 73 K {2 AR (FAHT
19 ) - AKEAZEREND
ARFIEREREMT ¢

2006 2005
—EEAF | TTEF
$’000 $000

T T
30,848 =




19. PROPERTY DEPOSIT AND

DEVELOPMENT COSTS

On 11 June 2001, the Group entered into an agreement with 5 3|
MR 2| E + /B (The Shenzhen National Land Planning Bureau)' to
acquire a land use right on a parcel of land situated in Shenzhen, the
PRC for the development of a building (which includes a production
centre) for the Group. The total consideration for the acquisition was
approximately HK$57,354,000.

Pursuant to the payment terms of the agreement, the full amount of
approximately HK$57,354,000 was paid to &332+ /5 (The
Shenzhen National Land Planning Bureau) as the cost of the land
acquisition, and was recorded as a property deposit of the Group as
at 30 June 2003.

Pursuant to an agreement dated 29 October 2003 (the “Agreement”)
entered into by the Group and Oasiscity Limited (“Oasiscity”), a
wholly-owned subsidiary of Neo-China Group (Holdings) Limited
(formerly known as “Neo-Tech Global Limited”), the shares of
which are listed on the Main Board of the Stock Exchange, Oasiscity
would be responsible for providing all required financing for the
development of the building and the fulfillment of such obligation
was guaranteed by Neo-China Group (Holdings) Limited. The
Group would not be required to provide any further financing for
the development of the building but would be entitled to a relevant
portion of the non-saleable area of the building on completion of the
development.

On 12 May 2005, the Group and Oasiscity entered into a
supplementary agreement (the “Supplementary Agreement”),
pursuant to which the Group transferred its entitlement to 10,000
square meters of the non-saleable area of the building under
construction to Oasiscity for RMB60,000,000 (equivalent to
approximately HK$55,800,000) payable in 3 installments. The
Group’s entitlement to the relevant portion of the non-saleable area
of the building was reduced to 10,000 square meters after this
transaction. As at 31 December 2006, the Group had received the
entire amount of RMB60,000,000 due from Oasiscity under the
Supplementary Agreement.

Construction of the building was completed in October 2006. The
Group took possession of the non saleable area in the building
to which it was entitled in December, 2006 and commenced
interior fitting out work. Since the Group had taken possession
of the premises, the entire balance of the property deposit and
development costs incurred of HK$30,848,000 has been transferred
to construction in progress (see note 18) as at 31 December 2006.

' name translated for reference only
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19.

UE SIS IEITN

RZZEZ—FNA+—H ' AQRH—HEHE
ARIERYTARAZIE L BHRFTEE — SRR+

BRIz ey L b AR thpek - DAYEERR —
EHERAREERNREY (Red—ERED

) o BB E L AR A 48 B 49 57,354,000
ABTT

ERGHENEFRE  EXNTRITHEIE
+ B2 EBFRIBA /&57,354,0008 7T+ 1A
WL ERENER YR —FFE=FH
=TBEARIMEREENYERS -

REANEEHEFFERE (25%) *ﬁﬁﬁﬂj (A
BIBEERERAA ) (HERRD R
FiRET) A EEWEAﬂOasisuty Limited
([Oasiscity |) R=FEZE=F+ A=+ A7
SRR ([1735% | ) » Oasiscity i 8 & X 3R
ZEEYMN—YFTEREAES  MTHEE (GE%)
BRARINE BRITZEEEMELER -
275%@%//\7%?%@3%% Y E— ST NEME
R BEIEE TR EAZEEYIEHE
EFE’HHFEJ*BT%TE/’\ °

R-ZZTZRFERHA+-H ' ANEBEEE Oasiscity

A — it ([fMhEl)  REMT
Hhas » AEEFENZEZEY CRE EARZ

F) EEZERIELEEEA 10,000 F 75 KE
& T Oasiscity * {EB & A R ¥ 60,000,000 7T
(FBE R4 55,800,000 L) * 9 =8 1T -
RETHZR H%  AEBEZEZEEYELRE
TE & A 48 88 30 1) 4 2 JE B AR = 10,000 F 75
KeRZZEEXNF+-_A=+—H8  x£EE
IRIE 78 2 AR Oasiscity 2 2 EPFRIAA R
60,000,000 JT °

ZEREVER-ZTAFTART - AEER
CETAET AR EZEREYTRIELER
B WHBRRBREIR AR AEEE
BEZSEVENAEE R-ZZ~F+=A
=+—B FELENMERSRERKEAZE
230,848, 0008 LEREHER TR (AW
18) °
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20.

130

INVESTMENTS IN JOINTLY
CONTROLLED ENTITIES

Unlisted investments, at cost, beginning JE IR EIRK NG ER - 4]
of the year
Capital injection into a jointly controlled

entity (Note a)

REFZEHIEREEE (Fata)

Unlisted investments, at cost, end of the year ~ 3f_E T8 &R ARTIEE « F4R
Less: provision for impairment W B R
Less: share of jointly controlled entities’ results & : &5 R H| E s 24

— net loss —EEEE

Unlisted investments, net, end of the year JELTIREFEE  FK

On 5 August 2004, the Group signed an agreement with 1t = &
# A ) to form a sino-foreign joint venture, Jt A F E S EES
B2 & ®], in the PRC. Pursuant to the agreement, upon obtaining
all necessary approvals and licences from the relevant authorities
in the PRC, the Group would have to inject approximately
HK$12,774,000 (equivalent to RMB13,500,000) for a 45%
shareholding interest in this joint venture. As of 31 December
2006, the capital injection of RMB13,500,000 had been made by
the Group.

Note a:

BA#EHRER 2006

Kieta -

20. S i R A 8K

2006 2005
—¥EAF | TTEF
$’000 $'000

T Fr
11,972 472
1,274 11,500
13,246 11,972
(472) (472)
(3,424) (1,900)
9,350 9,594

R-ZZMENARH  AEEEIERE
BRARE] M AERBKRZTINEGE
AR RBEFEEEEER DA © RIEZ
e - FESTEARE RNMAE BHLL
X KPR - AREBEBARRZEE A A
H45% AR ERE RS T )+ A 12,774,000/ 7T (4H
E N AR 13,500,0007T ) c R=ZFE X
F+-A=+—8 FEEEFEIIEEA
R ¥ 13,500,0007T ©



20. INVESTMENTS IN JOINTLY

20. IR B ARE @)

CONTROLLED ENTITIES (CONTINUED)

Details of the jointly controlled entities as at 31 December 2006 were

as follows:

Name

=L

China Global
Television Limited

ERERERX(E
REZAHBRATA

tRAFEEERE
BRAT

Place and date of
incorporation

i
R A

British Virgin Islands,
18 October 2001
RBREAHES
—TT—F

TATNH

The PRC,
27 June 2003
HE -

—EE=

==

ANAZ++tHR

The PRC,
7 January 2005

HE -
—TERF
—B+HA

Place of
operation

SRR

British Virgin
Islands

RBEIES

The PRC

RE

The PRC

RE

EAp NN
Percentage
of equity
interest held
Principal activity by the Group
ARBEE
BEHRAE
TEEK EREIL
Dormant 50%
TEez 50%
Dormant 40%
Tamez 40%
Advertising business 45%
in radio broadcasting
industry in the PRC
B RS 45%
B
EE %R

PHOENIX ANNUAL REPORT 2006

R-ZBERFT_A=+—HNHREHER

Issued and fully
paid share capital/
registered capital
ERTR
BrmAE
EfER

US$2

2ETT

RMB1,250,000
AR#
1,250,000 7T

RMB30,000,000

AR#
30,000,000 7t
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20. INVESTMENTS IN JOINTLY
CONTROLLED ENTITIES (CONTINUED)

132

Unaudited combined financial information of the jointly controlled

entities was as follows:

Assets:
Non-current assets
Current assets

Liabilities:
Current liabilities

Net assets

Income
Expenses

Loss after income tax

There are no contingent liabilities relating to the Group’s interests
in the jointly controlled entities, and no contingent liabilities of the

jointly controlled entities themselves.

BA#EHRER 2006

BE:
FRBEE
MBEE

PSSV E

BEFE

WA
&M

BRPTIS TR B

20. S Z i HRABE @)

bt K FE B B R EAZ S ST BRI

T

2006 2005
—BBAE | —2THF
$’000 $'000
T T
267 457
22,271 22,002
22,538 22,459
285 97
285 97
22,253 22,362
(3,427) (4,351)
(3,427) (4,351)

R BB AT AR B KRR B A
S ABNSARE - BEAREGERAS ITE

EMRBRIE -



21.

22.

FINANCIAL ASSETS AT FAIR VALUE
THROUGH PROFIT OR LOSS

Unlisted investments at fair value

Less: Non-current portion B REAE D

The above investments were designated as fair value through profit
or loss on initial recognition. Investments with a maturity longer than
one year at the inception date are classified as non-current. Changes
in fair values (realised and unrealised) of financial assets at fair value
through profit or loss are recognised in other income in the income
statement (Note 5).

As these investments are not publicly traded and in the absence of
readily available information to determine the fair values of these
investments, the Group has adopted the indicative market value
provided by the issuers as its best estimate of the fair values of these
investments.

PREPAYMENT FOR LONG-TERM
ASSETS

On 14 September 2006, Phoenix Centre (Hong Kong) Limited
(“Phoenix Centre”), an indirect wholly-owned subsidiary of the
Company, as purchaser, and Phoenix Satellite Television Company
Limited, an indirect wholly-owned subsidiary of the Company,
as Phoenix Centre’s guarantor, entered into a sale and purchase
agreement (the “Sale and Purchase Agreement”) with Freescale
Semiconductor Hong Kong Limited (“Freescale”) (formerly known
as Motorola Semiconductors Hong Kong Limited) as vendor,
whereby Phoenix Centre agreed to purchase a property located in
the Tai Po Industrial Estate in Hong Kong consisting of an interest in
leasehold land and buildings with a gross floor area of approximately
38,442 square meters (the “Property”), for a total consideration of
US$15,500,000 (equivalent to approximately HK$120,900,000)
(the “Consideration”). The Consideration is to be paid by instalments
starting from the date of signing of the Sale and Purchase Agreement
to 31 May 2007, the date of completion of the transaction (the
“Completion Date”). All stamp duties payable on the assignment
of the Property under the Stamp Duty Ordinance, estimated to be
HK$4,534,000, are to paid by Phoenix Centre.
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2006 2005
—BEAEF | —TTHF
$'000 $000

Fr T
102,506 89,729
(80,027) (65,971)
22,479 23,758
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22.

23.

134

PREPAYMENT FOR LONG-TERM
ASSETS (CONTINUED)

As at 31 December 2006, an amount of HK$24,393,000 was
recognised as prepayment for long-term assets in the balance
sheet, consisting of HK$24,096,000 paid out by the Group to
Freescale according to the payment schedule stated in the Sale and
Purchase Agreement and related legal costs of HK$297,000. As
at 31 December 2006, the remaining balance of the Consideration
amounted to USD12,400,000 (equivalent to approximately
HK$96,720,000) and was to be paid out by the Completion Date.

In accordance with the requirements of the Hong Kong Science
and Technology Parks Corporation, Phoenix Centre, the lessor of
the leasehold land of the Property, has also undertaken to complete
installation of new machinery and equipment with a value of not less
than HK$105,000,000 at the Property within 48 months of 31 May
2007, and to commence operation of the facility within 18 months
from the Completion Date.

INTERESTS IN SUBSIDIARIES AND
AMOUNT DUE FROM A SUBSIDIARY,
NET

Unlisted shares, at cost (Note i)
Amount due from a subsidiary,
net (Note ii)

BA#EHRER 2006
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R-IBEXE+-_A=1+—H REEAEGERA
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PREASEZEEHZTNNRLHERRR
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297,000/ - R-_EENF+_HA=+—H
ZARERERFE 212,400,000 7T (KIBEER
96,720,000/ 7 ) B AT B ERRTSZ A+ -

REZDENEE L EBEATERE QA
MRE  BEFRLTARENR _ZETLFAA
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1,170,216 1,232,543
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23. INTERESTS IN SUBSIDIARIES AND
AMOUNT DUE FROM A SUBSIDIARY,

NET (CONTINUED)

Notes:

(i)

Details of subsidiaries as at 31 December 2006 were as follows:

Name

=

Phoenix Satellite
Television Company
Limited

BEERER AR

Phoenix Satellite
Television (Chinese
Channel) Limited

JBEER A A

BRAH

Phoenix Satellite
Television (Movies)
Limited

BEEREZ S
BRAF]

Phoenix Satellite
Television Trademark
Limited

BEEREIEER AR

Phoenix Satellite
Television (Europe)
Limited

JBLE\ B8 B &
BRAF]

PCNE Holdings Limited

PCNE Holdings Limited

Phoenix Chinese
News & Entertainment
Limited

Phoenix Chinese
News & Entertainment
Limited

Place of
incorporation and
kind of legal entity

EE3iiifo v
it B % A E R B A

Hong Kong, limited
liability company

B8
BEREEAF

British Virgin Islands,
limited liability
company
RBEXRES
BREMTEAT]

British Virgin Islands,
limited liability
company
EHBEXRES
BREMTEAT]

British Virgin Islands,
limited liability
company
ERBEARES
BREMTEAT]

British Virgin Islands,
limited liability
company
ERBEARES
BREMTEAT]

British Virgin Islands,
limited liability
company
KBRS
BREMTEAT]

The United Kingdom,
limited liability
company

e

BIREMEATA

Place of
operation

EEh R

Hong Kong

B8

Hong Kong

B8

British Virgin
Islands
RERK
HE
British Virgin
Islands
RERK
HE
British Virgin
Islands
RERK
HE
British Virgin
Islands

B o
"5

The United
Kingdom

++ ==

B

=

23. TP A ] A RE i T E e — i B
A ERIEE S )

Mzt
() R-ZEZEARF+_A=+—BHNHBRARFEE
LUl
Percentage Issued and
of equity fully paid
interest share capital/
held by the registered
Principal activities Group capital
AEBFTHE ERTRER
BRARE RS &
FEEH ASk EREA
Provision of 100% HK$20
management and
related services
RHEER 100% 20747t
AR
Satellite television 100% US$1
broadcasting
BEEGER 100% 1=571
Satellite television 100% US$1
broadcasting
BEEGER 100% 1=571
Trademark holding 100% US$1
HEER 100% 1%t
Investment holding 100% US$l
WEER 100% 1%t
Investment holding 70% US$1,000
WEER 70% 1,000%7%
Satellite television 70% £9,831,424
broadcasting
HEERERE 70% 9,831,424 Hige
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23. INTERESTS IN SUBSIDIARIES AND
AMOUNT DUE FROM A SUBSIDIARY,

136

NET (CONTINUED)

Notes: (Continued)

Name

=

Phoenix Satellite
Television Information
Limited

BEERERAR

PHOENIXi Investment
Limited

PHOENIXi Investment
Limited

PHOENIXi, Inc.

PHOENIXi, Inc.

Phoenix Satellite
Television (B.V.1.)
Holding Limited
(Note a)

BEEEREEBR AR

(Ktaxa)

Phoenix Weekly
Magazine (BVI)
Limited

Phoenix Weekly
Magazine (BVI)
Limited

Hong Kong Phoenix
Weekly Magazine
Limited

HEEEBHERAR

Phoenix Satellite
Television (InfoNews)
Limited

BEEEREANA
BREAR]

Place of
incorporation and
kind of legal entity

AL
BN R E B R AR A

British Virgin Islands,
limited liability
company
RBRIES
BREMEAF

British Virgin Islands,
limited liability
company
EEEIES
BREEAT

The United States of
America, limited
liability company

EHRERE
BREMEAT]

British Virgin Islands,
limited liability
company

RERZES
BEREFEAT

British Virgin Islands,
limited liability
company
RERZHS
BREEAT

Hong Kong, limited
liability company

BB
BREMERF

British Virgin Islands,
limited liability
company
REBRIES
BREMEAF

BA#EHRER 2006

Place of
operation

=46
British Virgin
Islands

)
B

British Virgin
Islands

RBRL
HE

The United
States of
America

EFBE
RE

British Virgin
Islands
HEEE K
S

British Virgin
Islands

RBRL

HE

Hong Kong

)

Hong Kong

)

23 TP P e 2 ) R i e JRE W — o i
v vl KOE AR (a0)

Ffet : (&)

Principal activities

EFREK

Investment holding

REZER

Investment holding

REZER

Dormant

TmEx

Investment holding

REZER

Investment holding

REZER

Publishing and
distribution of
periodicals

i R BEATHA T

Satellite television
broadcasting

BHEBRERE

Percentage
of equity
interest
held by the
Group
AEBATEF
BRAfE s
Aot

100%

100%

94.3%

94.3%

94.3%

94.3%

100%

100%

100%

100%

77%

77%

100%

100%

Issued and
fully paid
share capital/
registered
capital
ERITRHEZE
B,
&L

US$1

1%t

US$123,976
(Ordinary
shares)
123,976 %7T
(k)

US$7,500
(Series A
preferred

shares)
7,500% 7T
(AZEBSERR)

US$0.1

0.1%7x

Us$1

1%L

US$1

1%L

HK$100

1007 7T

US$1

1%t



23. INTERESTS IN SUBSIDIARIES AND
AMOUNT DUE FROM A SUBSIDIARY,

NET (CONTINUED)

Notes: (Continued)

Name

=

Phoenix Satellite
Television Development
(BVI) Limited

Phoenix Satellite
Television Development
(BVI) Limited

Phoenix Satellite
Television Development
Limited

BRERERGR AT

Guofeng On-line
(Beijing) Information
Technology Company
Limited

BEEER (tR) a8
BATER AR

Phoenix Film and
Television (Shenzhen)
Company Limited

BLER CRII)
BRAA

Phoenix Satellite
Television (Universal)
Limited

Phoenix Satellite
Television (Universal)
Limited

Phoenix Satellite
Television (U.S.) Inc.

Phoenix Satellite
Television (U.S.) Inc.

Phoenix Satellite
Television (Taiwan)
Limited

TERRUERNDBRA A

Place of
incorporation and
kind of legal entity

AL
it B KA EE R

British Virgin Islands,
limited liability
company
EEEXRS
BREEAT

Hong Kong, limited
liability company

B
BEREFERF

The PRC, limited
liability company

i
BEREEAF

The PRC, limited
liability company

i
BEREEAF

British Virgin Islands,
limited liability
company
EHBEXRHS
BREMTEAT]

The United States of
America, limited
liability company

ENRARE
BEREFERF

British Virgin Islands,
limited liability
company
REBRIES
BREEAT

Place of
operation

EEmR

British Virgin
Islands

E e
S

Hong Kong

BB

The PRC

R

The PRC
R
British Virgin
Islands
RERK

"5

The United
States of
America

EMRE

R

Taiwan

i

i

S
ﬁ/‘

il

23. TP A ] A RE i T E e — i B
A ERIEE S )

izt : (&)

Principal activities

EEXEK

Investment holding

REER

Investment holding

REER

Internet services

B RS

Ancillary services
for programme
production

£ B SHES IR RS

Investment holding

REER

Provision of
management and
promotional
related services
REEER
B E R

Programme
production

B E BYE

Percentage
of equity
interest
held by the
Group
REE TR
AT
Aot
100%

100%

100%

100%

94.3%

94.3%

60%

60%

100%

100%

100%

100%

100%

100%
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Issued and
fully paid
share capital/
registered
capital
ERTRHBZ
B,
HEREA
US$1

1%7T

HK$2

23T

US$500,000

500,000 7T

HK$10,000,000

10,000,000 %7t

Us$1

1%t

US$1

17T

US$1

13T
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23. INTERESTS IN SUBSIDIARIES AND
AMOUNT DUE FROM A SUBSIDIARY,
NET (CONTINUED)

138

Notes: (Continued)

Name

=

Phoenix Satellite
Television Investments
(BVI) Limited

Phoenix Satellite
Television Investments
(BVI) Limited

Hong Kong Phoenix
Satellite Television
Limited

BEBEERERAR

Phoenix Glow Limited

BEZXERAT

Shenzhen Wutong Shan
Television
Broadcasting Limited

Y TAEAR L AR E R
ARAA

Phoenix Global
Television Limited

BERIRERERAT

Fenghuang On-line
(Beijing) Information
Technology Company
Limited

BEZELR (ER) 8
BAMER AR

Phoenix Pictures Limited

Phoenix Pictures Limted

Place of
incorporation and
kind of legal entity

SEM AL
H B R A E R R R

British Virgin Islands,
limited liability
company
KBRS
BREMEAF

Hong Kong, limited
liability company

BB
BEREFERT

British Virgin Islands,
limited liability
company
RERLES
BREFEAA

The PRC, limited
liability company

]
BEREFERT

British Virgin Islands,
limited liability
company
RERLS
BREFEAA

The PRC, limited
liability company

e
EREFERT

Hong Kong, limited
liability company
BB
BREFEAA

BA#EHRER 2006

Place of
operation

HE b B

British Virgin
Islands

BRI
B

Hong Kong

BB

British Virgin
Islands

REREL
BHS

The PRC

AR

British Virgin
Islands

REREL
BHS

The PRC

I

Hong Kong

BB

23 TP P e 2 ) R i e JRE W — o i
v vl KOE AR (a0)

Ffet : (&)

Principal activities

FEEY

Dormant

EREE

I

Investment
holding

REZER

Provision of
agency services

TRHARIE RS

Programme
production

A1 E SUE

Investment
holding

REZER

Internet
services

B A8 ARA%

Dormant

EEEx

Percentage
of equity
interest
held by the
Group
AEE R
RARE R
Bk
100%

100%

100%

100%

100%

100%

54%

54%

100%

100%

100%

100%

100%

100%

Issued and
fully paid
share capital/
registered
capital
EBRTRHE
&
R A
Us$1

1%t

HK$2

2%t

Us$1

1%

RMB5,000,000

ARY

5,000,000 7t

Us$1

1%

US$1,850,000

1,850,000 7T

HK$1

1T



23. INTERESTS IN SUBSIDIARIES AND
AMOUNT DUE FROM A SUBSIDIARY,
NET (CONTINUED)

Notes: (Continued)

Place of

incorporation and Place of

Name kind of legal entity operation
AR 32

=L R EEBRER EEMR

Phoenix Media and Malaysia, limited Malaysia
Broadcast Sdn Bhd liability company

Phoenix Media and Bk SRE R
Broadcast Sdn Bhd BREMEAH

Phoenix Centre Hong Kong, limited Hong Kong
(Hong Kong) Limited liability company

BEA L () B B
BRAF] BREMEAT

Green Lagoon British Virgin Islands, The PRC
Investments Limited limited liability
company

Green Lagoon KBRS &
Investments Limited BREMEAR

(a) Phoenix Satellite Television (B.V.l.) Holding Limited is directly held
by the Company, while all other subsidiaries are indirectly held by
the Company through Phoenix Satellite Television (B.V.l.) Holding
Limited.

(i)  Amount due from a subsidiary is unsecured, non-interest bearing and
repayable on demand.

(iii) The Company has undertaken to provide necessary financial resources
to support the future operations of the subsidiaries. The Directors are
of the opinion that the underlying value of the subsidiaries was not less
than the carrying amount of the subsidiaries as at 31 December 2006.

23, JBR A ] A RE i T E e — e B
PN ERIEEE )

MiaE - (&
Percentage Issued and
of equity fully paid
interest share capital/
held by the registered
Principal activities Group capital
REE TR ERTRHBZ
AT R,
FEEWK Aok R E=N
Provision of 70% RM1,000,000
agency services
and programme
production
RHARERBE R 70% RM1,000,000
£ B ®HE
Property holding 100% HK$1
R 100% 1%7T
Property holding 100% US$1
MR 100% 1=

(@) BEEBREBEARARHANAREER
B MAEEMIEARABAREER
BEEREEERARMERE °

(i) KB ARFIEAEERR £ 8 RIZERE

(i) AN B AGERRAH  E B R A S RE B B A ]
BARREE - EERA - HBRRNBBERE
NMERMBARR - ZEZXF+-_A=+—H
HRRE(E
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24. ACCOUNTS PAYABLE, OTHER 24, BERPHRAK ~ SLAbME Ak S Rt
PAYABLES AND ACCRUALS FKIE
2006 2005
—EEREF T RHF
$'000 $'000
Fr T
Accounts payable FESBRFR 10,253 10,780
Other payables and accruals HAb FE I8 R ERT IR 109,125 85,168
119,378 95,948
The ageing analysis of the accounts payable is as follows: FERTBR KA BRI AT LA TS
2006 2005
—EERF T RF
$’000 $'000
Fr T
0-30 days 0% 30H 5,234 5,730
31-60 days 31&260H 1,286 1,828
61-90 days 61£90H 593 907
91-120 days 91% 120 H 13 457
Over 120 days 120 B £ 3,127 1,858
10,253 10,780
The carrying amounts of accounts payable, other payables and FERBREN  E (b FEFIE M EET AR BREE
accruals approximate their fair values. B H N FEAR o
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25. CASH AND CASH EQUIVALENTS

25. Bl& RBI&FHIEH

Group Company
AEE AT

2006 2005 2006 2005
—BENF | _TTLF | —BBRF | _TTHF
$’000 $'000 $’000 $'000
Fx Fx Fr Fr
Cash at bank and in hand IRITRFHEIRE 144,887 105,413 7,458 1,972
Short-term bank deposits EHRSRTTIE K 398,530 407,951 - =
543,417 513,364 7,458 1,972

RABRITEFFRNERNERS461% (ZFTH
F:263%)  RFERITFZROFHEIHAE S
16H -

26. Hak S GHIE

The effective interest rate on short-term bank deposits was 4.61%
(2005: 2.63%); these deposits have an average maturity of 16 days.

26. LOANS AND RECEIVABLES

2006 2005
—BERE T hHF
$’000 $'000
Fr T
Certificate of deposit (Note a) GEHGE (Kfata) 30,342 31,018
Unlisted security (Note b) JEETES (MaEb) 38,794 =
69,136 31,018
Less: Current portion R RRHREMA (69,136) =
- 31,018
Note a:  Certificate of deposit represented a deposit placed with a bank TG St 2 Sm a3t s A — Em
which will mature in October 2007 and is stated at amortised cost. Miita Eig%ﬁgﬁgzx Fifgé]é&H%BﬁE%;J%t
M b i AR ©
2t : L TYE TR ERS
Note b:  Unlisted security is a security with determinable payments which MiELD - LTS MM 1T A L MR

B 1353 R A A 4R 8 T 25 1 8 2 Byl £
nEBOES

FXATIER

are based on market interest rate movements that are not quoted
in an active market issued by a financial institution. The unlisted
security is stated at amortised cost.

o %IE LT RE S THIRE Bt
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27. SHARE CAPITAL

28.

142

Authorised:
Ordinary share of HK$0.1 each

Issued and fully paid:
Beginning of year
Exercise of share options

End of year

SHARE OPTIONS

The Company has several share option schemes under which it
may grant options to employees of the Group (including Executive
Directors of the Company) to subscribe for shares of the Company.
Options are granted and exercisable in accordance with the terms set
out in the relevant schemes. The Group has no legal or constructive

ERE

BREELET
TBR

ERITRAR

F1

e RERE

R

27. A
2006 2005
= =
Number of Number of
shares Amount shares Amount
B £ B o8
$'000 $000
Fr T
10,000,000,000 1,000,000 10,000,000,000 1,000,000
4,938,666,000 493,867 4,936,796,000 493,680
3,460,000 346 1,870,000 187
4,942,126,000 494,213 4,938,666,000 493,867
28. WEIHE
RAERABERERETE - BREFTEI R
SEMNEE (BEAQARINMITES) KT A
RIEAR RN K BEARFE o FTH RO BB AR AE AT
LB BT EIE I E EERITE o A& B0 S 1A

obligation to repurchase or settle the options in cash.

Movements in the number of share options outstanding and their

related weighted average exercise prices are as follows:

At 1 January
Exercised
Lapsed

At 31 December

R—A—8
B17fE
BRRK

R+—A=+—8H

BA#EHRER 2006

EFSHETE S AR S EE R AEER

BRHE -

RITEEREIRESN B M0 & B R H AR R ke T 1917
{EE#RFIMT :
2006 2005
—EEAF b S
Average Average
exercise exercise
price in HK$ Options price in HK$ Options
per share '000 per share ‘000
SRFH SRFH
TEE R 1TEE fENE
BT TR BT Tz
1.11 54,378 1.11 56,942
1.07 (3,460) 1.05 (1,870)
1.49 (2,682) 1.06 (694)
1.09 48,236 1.11 54,378




28. SHARE OPTIONS (CONTINUED)

As at 31 December 2006, out of the 48,236,000 (2005: 54,378,000
options) outstanding options, all (2005: 53,946,000) were
exercisable. Options exercised in 2006 resulted in 3,460,000 shares
(2005: 1,870,000 shares) being issued at HK$1.07 each (2005:
HK$1.05). The related weighted average share price at the time of
exercise was HK$1.27 (2005: HK$1.48) per share.

28.

Share options outstanding (in '000) at the end of the year have the
following expiry date and exercise prices:

Expiry date

13 June 2010

14 February 2011
9 August 2011

19 December 2012

A

—ET—FTFA+=H
—E——F - A+0AH
—E——FNANH

—T——F#+=-A+NAH

Exercise price

J T (a)

R-ZBEREFE+-_A=+—H ' 148,236,000
B(ZEERF : 543780001\5§Hx%)5ﬁﬁ
FHERESET  MEBERE(ZZEZTAF:

53,946,000) HA] F1T7{E c R=ZFZE /@m;
MEREEESIZEREEL7ET (=2
FE : 1.0587T ) 317 3,460,0000 8% 1 (— =

TR ¢ 1,870,000 815 ) °

RITIERF 1R

MEFREF/FRL27ET (ZTTHEF

1.48/&71:)

RELRITEBRE ATRAERL) 62 H

B RITEEWNT

Share options

THEE IERRAE

HK$ per share 2006 2005
BT —EEXREF —ETRF
T TFh%
'000 '000
1.08 37,140 40,358
1.99 500 1,700
1.13 9,124 10,588
0.79 1,472 1,732
48,236 54,378
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29.

30.

144

RESERVES

Movements in the reserves of the Company during the year were as
follows:

At 31 December 2004
Exercise of share options

Loss for the year

Dividends paid relating to 2004

R-ZZMOF+—_HA=+—H
TR At

FRERE
EN—ZEOFERS

At 31 December 2005 RZBZERF+_A=1+—H
Exercise of share options 1T{E HE AR AR
Loss for the year FREE

Dividends paid relating to 2005 ENZETRFERE

At 31 December 2006 RZEER

FE+—HA=t—H

Pursuant to Section 34 of the Companies Law (Revised) of the
Cayman Islands and the Articles of Association of the Company,
share premium of the Company is available for distribution to
equity holders. As at 31 December 2006, in the opinion of the
Directors, the Company’s reserves available for distribution to equity
holders, comprising the share premium account and accumulated
deficit, amounted to approximately HK$683,307,000 (2005:
HK$740,494,000).

DEFERRED INCOME TAX

Deferred taxation for the year ended 31 December 2006 is
calculated in full on temporary differences under the liability method
using a principal taxation rate of 17.5% (2005: 17.5%).

Deferred income tax assets are recognised for tax loss carry-forwards
to the extent that the realisation of the related tax benefit through
the future taxable profits is probable. The Group has unrecognised
tax losses of HK$423,000,000 as at 31 December 2006 (2005:
HK$433,000,000) to carry forward against future taxable income.
Approximately HK$403,000,000 (2005: HK$423,000,000) of the
unrecognised tax losses have no expiry date and the remaining
balance will expire at various dates up to and including 2025.

BA#EHRER 2006

29.

f
ARFEREEERBIT -

Company
PN
Share Accumulated
premium deficit Total
IR RE Z2REE st
$'000 $'000 $'000
T 7T T
829,741 (40,961) 788,780
1,774 - 1,774
= (673) (673)
(49,387) = (49,387)
782,128 (41,634) 740,494
3,367 - 3,367
= (1,276) (1,276)
(59,278) = (59,278)
726,217 (42,910) 683,307

30.

*Eﬁﬁ'ﬂéﬁ%ﬁﬁj)i (R1EFT) B 34 EEA
NEERAA $ TE’]HxTJJ/mT IR
TRERAA R ZEERF+T _A=1+—
E E=ZRR —Hﬁ/\/ﬁ%?ﬁé\ A AR
NAElER (BREBRNDEERRREER) ©5
683,307,000 /&7 (ZZZ R 4F : 740,494,000
FBIL) °

JESE P e

ai—;v/\¢+ A= + EEEFEGL
HRIENREAELARNTREEZSR - %;&Eﬂh
17.5% (ZZEZTRHF : 17.5%) k2 HGtE

Lﬁﬁ SHMEE LGS 2 HIAE R EHE

* VAR BEAE 3@ AR SR B AR B0t M) AT 15 21 2 48
Fﬁﬁfﬂ?r’zﬂ SRR AEER -_TTXRF+ A
=+ —HZARHERBIEEIBL A 423,000,000
It (ZZFZ A 4 : 433,000,000 8 7T) - A
BB HRKERTUA - RRFERZ B
E518 9 - 49 403,000,000 BT (ZZEZ R & :
423,000,000 L) WHERHAA - MARES
REBEZ-Z_1F (BHEZF) WZERAHI
Hj o



30. DEFERRED INCOME TAX (CONTINUED) 30. BIERTRL 4)

The movement in deferred income tax assets and liabilities (prior to RERNMNELEHIBEERBEESE (TIKER
offsetting of balances within the same taxation jurisdiction) during — B[R A AERRRT) BT ¢

the year is as follows:

IEEBIIETE
Accelerated
tax depreciation
Deferred income tax liabilities EEFREHEE 2006 2005
—EERE —ETRHF
$’000 $'000
Fr Tt
At the beginning of the year FH) 963 30
Charged to the consolidated income e GrA) aelki=mx
statement 250 933
At the end of the year R 1,213 963
Decelerated
Tax losses tax depreciation Total
BEEE BERERE @t
Deferred income tax assets BEFEHEE 2006 2005 2006 2005 2006 2005
ZEBNE | —TT0F | ZEBRE | _TT0F | ZEBRE | _TE0F
$'000 $000 $'000 $000 $'000 $000
Tr T Tr T Fr T
At the beginning of the year F4 (963) (3,263) - 3,233 (963) (30)
(Credited)/charged to the EIGINE S
consolidated income Ihes.3
statement (10,582) 2,300 (688) (3,233) (11,270) (933)
At the end of the year FR (11,545) (963) (688) - (12,233) (963)
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31. CASH GENERATED FROM 31.

OPERATIONS

Reconciliation of profit from operations to net cash inflow from
operating activities

Profit before income tax bR ET1S B AT /3 7
Amortisation of lease premium for land TR & B R

Depreciation of property, plant and Yz R REETE
equipment

Amortisation of purchased programme and
film rights and other charges

Impairment of property, plant and equipment

Provision for impairment loss in a jointly

controlled entity

B ST 5
WE - BB RRERE

Provision for impairment of inventories FERERE
Provision for impairment of receivables FEWRIE R BB
Reversal of provision for impairment of FEWRIE R E B 7 )

receivables
Loss/(gain) on disposal of property, plant

and equipment (Yezs)
Share of losses of jointly controlled entities (R AR E SR
Interest income, net A BW A FEE
Other income, net E MU A8
Increase in accounts receivable FEUR AR SR8 AN

(Increase)/decrease in prepayments,
deposits and other receivables
Increase in loans and receivables
Decrease/(increase) in inventories
Decrease/(increase) in amounts due from

KB i)
SRR RB A
FEAD,/ (1)
RS A AR

related companies (3&hn)
Decrease in self-produced programmes EESIEN

Increase/(decrease) in accounts payable,
other payables and accruals

et IR, Ofd)

Increase in deferred income PEIEUT AE NN

Decrease in amounts due to related FEAS BEE R A FRIE R
companies

CASH GENERATED FROM OPERATIONS BEEBELENES

Non-cash transactions
The principal non-cash transaction occurring in the current year is
the barter transaction as discussed in Note 17(a).
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BASNE - EXRENEM

HEHEH B RBE R R R

HEME - BERRERE

BNRIR - e REMEK

FEATRRAR ~ EAt A IR K

AR B &

RERFRAKEXBRSRAFRYKRR

2006 2005
—EBAF —TEhF
$'000 $000
Fr Tt
245,825 203,419
540 =
23,373 26,181
18,861 26,041
677 =

- 472

- 3,257
16,293 106,177
(12,152) -
81 (64)
1,518 1,906
(23,118) (14,723)
(7,325) (30,134)
(29,198) (51,034)
(83,939) 2,531
(38,794) =
605 (63)
1,194 (725)
554 6,892
27,772 (69,130)
11,638 8,658
(157) (3,185)
154,248 216,476

FRERS

RAEEEENTEIFRSRHEIE

25 (MMtEE 17(a) Famit ) o



32.

33.

BANKING FACILITIES

As at 31 December 2006, the Group had banking facilities amounting
to approximately HK$18,907,000 (2005: HK$18,407,000) of
which approximately HK$11,735,000 (2005: HK$12,600,000) was
unutilised. The facilities are covered by counter indemnities from the
Group.

As at 31 December 2006, deposits of approximately HK$3,907,000
(2005: HK$3,407,000) were pledged with a bank to secure a
banking guarantee given to the landlord of a subsidiary.

COMMITMENTS

(@) Programme and film rights acquisition

As at 31 December 2006, the Group had aggregate
outstanding programme and film rights related commitments
of approximately HK$34,123,000 (2005: HK$53,902,000) of
which HK$33,695,000 (2005: All) was in respect of a film rights
acquisition agreement with STAR TV Filmed Entertainment
Limited (“STAR Filmed”) extending to 27 August 2008. Total
programme and film rights related commitments are analysed as
follows:

TER—F
R —FETERTSF

Not later than one year
Later than one year and not later than

32.

33.

RATIRE

RZZBERFT-_A=1T—H0 ' AEEANR
TEEREA R 18,907,000 T (ZEZE R F -
18,407,000/ 7T ) * EH 411,735,000/ 7T (=
TZTRHEF : 12,600,000%7T ) HABA - B
EERAREEREMN REREERR

RZZEEF+-_A=+—H - %3,907,000
BT (ZZEZRSF : 3,407,0008 7T ) HIFEARE
B TIRIT  (ERAG T B ARIEEZIRITE
REGEI G ©

i

(a) BAHBRERE
R-ZEEF+_A=+—H0 ' A&H
EHHBEREZRENTREITAELRZ
R4 534,123,000 7T (—Z T A F ¢

53, 902 000/ 7t ) * & F 33,695,000/ JT
—EZRF : FE) JyELStar TV Filmed

Entertainment Limited ( [STAR Filmed ] )

FRINBEECREREEW  ZHELT

BE_FE)N\FN\A-_++tH- ﬁﬁﬁﬁﬁﬁ
REZ R AEBBITOT -

five years

2006 2005
—BENE | —TTR4
$'000 $'000
Fr T
20,776 20,295
13,347 33,607
34,123 53,902
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33. COMMITMENTS (CONTINUED)

(b) Service charges

148

(c)

As at 31 December 2006, the Group had total committed
service charges payable to Satellite Television Asian Region
Limited (“STARL”) and Fox News Network L.L.C. (“Fox”) of
approximately HK$120,853,000 (2005: HK$20,912,000) and
HK$1,896,000 (2005: HK$5,225,000) in respect of a service
agreement expiring on 30 June 2009 and 25 July 2007,
respectively. Total committed service charges payable to STARL
and Fox are analysed as follows:

Not later than one year TER—F
Later than one year and not later than

five years

Operating lease

As at 31 December 2006, the Group had rental commitments of
approximately HK$33,588,000 (2005: HK$18,401,000) under
various operating leases extending to September 2011. Total
future minimum lease payments payable under non-cancellable
operating leases are as follows:

Not later than one year TER—F

Later than one year and not later than BR—EEBTERAF
five years

Later than five years BRAF

BA#EHRER 2006

BR—FETERESF

33. ARYE @)
(b) BRIEE

RZEERF+_A=+—H £&£H
PEMR _EEZNFESA=ZTAR-F
ELELA - TR BRERRBE G
ERTFEHEERABRAA ([STARL)) &
Fox News Network L.L.C. ( [Fox]) BIBRTE
B #4)/5120,853,0008 L (R F :
20,912,000 7t ) & 1,896,000 ¢ (==
T R4 : 5,225,000/ 7T ) © FERT STARL &
Fox HIARTS B AR DT T ¢

2006 2005
—EEAE | —TTHA
$’000 $000

T T
50,016 24,246
72,733 1,891
122,749 26,137

KERE
R-ZEERFE+_A=+—H8 AE£ER
BZEERE _ZE——FENANKLHE
JBEYE#) 33,588,000 (ZEZERHF ¢
18,401,000/ T ) M E o RIE T A #sH
KEHE  AREENHESBELI TN
T

2006 2005
—EEAE | —TTHA
$'000 $000

T Fr
12,079 7,367
21,137 9,771
372 1,263
33,588 18,401




33. COMMITMENTS (CONTINUED) 33. A )

(d) Other commitments (dy EAhEiE
As at 31 December 2006, the Group had other operating RZZBEERF+_A=+—8 ' ~&£EIR
commitments of approximately HK$37,911,000 (2005: 1B Z B iaA ML AE4)37,911,000
HK$20,887,000) under various agreements as follows: B (ZEZRF : 20,887,00087T ) + 5
MranT -
2006 2005
—EERE —ETRHF
$’000 $'000
Fr Tt
Not later than one year TER—F 24,130 11,510
Later than one year and not later than BR—FETERAF
five years 13,781 9,377
37,911 20,887
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34. RELATED PARTY TRANSACTIONS 34. HEANLR S

150

BA#EHRER 2006

(i) The Group had the following significant transactions with () AEEZHEBEEALT (TERBBSE
the related parties as defined in HKAS 24 — Related Party RIZE 2457 — BAEALTHEE) £17 NIE
Disclosures: ARG

2006 2005
—EERE —TEREF
Notes $'000 $'000
BT Fr T
Service charges paid/payable to | STARL X v/ FEfT B0 RAE &
STARL a, b 53,416 54,174
Commission for advertising sales [ STARL X2+ /P B S S5 &
and marketing services KmiGiEERE RS
paid/payable to STARL a,c - Bl
Commission for international A STARLZ o/ FE A O BB 5T RS
subscription sales and marketing HENTISHEERE RS
services paid/payable to STARL a, d 3,201 2,864
Film licence fees paid/payable to A Star Filmed v/ FERH B &
STAR Filmed ECIE=¢ ae 20,326 20,355
Service charges paid/payable to mEMERER A (M
Asia Television Limited (“ATV") R ) 2/ EREREE f,g 731 28
Service charges received/receivable AN EAR YR,/ FE R EY
from ATV RI5E f,h 1,276 1,278
Service charges paid/payable to Fox A Fox X1t/ TER Y ARG & i) 3,689 3,782
Service charges paid/payable to [a) British Sky Broadcasting
British Sky Broadcasting Limited Limited ([BSkyB|) ff/
(“BSkyB”) e HIBRTS & K, | 1,120 3,164
Service charges received/receivable | DIRECTV, Inc. ([DIRECTV])
from DIRECTV, Inc. (“DIRECTV") WER,/ MR ) AR 75 B m,n 1,954 1,751
Programme licence fees to SGL [ SGL Entertainment Limited
Entertainment Limited (“SGL”) ([SGL]) XREETE FFr & a,0 210 546
Programme license fees paid/ REENBE S EAR AR
payable to Asia Television (TR |) Xt /M
Enterprise Limited (“ATVE”) EEFAZE f,p 428 -
Advertising sales to China Mobile AT BEEEBEEERAR
Communications Corporation HitB AR ([FEE@E
and its subsidiaries (the “CMCC £B ) BETHEEHE
Group”) q,r 8,912 -
Key management compensation DEIR A B H iii 25,623 25,605




34. RELATED PARTY TRANSACTIONS
(CONTINUED)

(i)

(Continued)

Notes:

(@)

(b)

(c)

(d)

(e)

()

(g

STARL, STAR Filmed, SGL and other STAR TV group companies
are wholly-owned subsidiaries of STAR Group Limited, which owns
100% of Xing Kong Chuan Mei Group Co., Ltd., a substantial equity
holder of the Company.

Service charges paid/payable to STARL cover a wide range of
technical services provided to the Group are charged based on
the terms of the service agreement dated 29 May 2003. The
summary of the terms of the service agreement is set out in the
section headed “New Star Services Agreement” of the circular of
the Company dated 10 June 2003 (the “Circular”). Either fixed
fees or variable fees are charged depending on the type of services
utilised.

The commission for advertising sales and marketing services paid/
payable to STARL is based on 4% — 15% (2005: 4% — 15%) of the
net advertising income generated and received by it on behalf of
the Group after deducting the relevant amount of the third party
agency fees.

The commission for international subscription sales and marketing
services paid/payable to STARL is based on 15% (2005: 15%) of
the subscription fees generated and received by it on behalf of the
Group.

The film licence fees are charged in accordance with a film rights
acquisition agreement with STAR Filmed.

ATVE is a wholly-owned subsidiary of ATV which is considered to
be a connected party to the Company pursuant to the GEM Listing
Rules.

Mr. LIU Changle and Mr. CHAN Wing Kee beneficially own 93.3%
and 6.7% respectively of Today’s Asia Limited, which indirectly
owns approximately 46% of ATV as at 31 December 2006. Mr.
CHAN Wing Kee also owns 95% of Dragon Sheen Holdings Limited
which holds 16.25% indirect interest in ATV as at 31 December
2006. He also owns 80% of Dragon Goodwill International Limited,
which completed its acquisition of 32.75% interests in ATV on 25
July 2003.

Service charges paid/payable to ATV cover news footage and data
transmission services provided to the Group which are charged
based on terms mutually agreed upon between both parties.

) (%)

fifet -

(@)

(b)

(c)

(d)

(e)

(f)

(g)

4. BN 5 @)

STARL ~ STAR Filmed * SGL&%ﬂﬁ%W
Hp R a] ﬂ%eﬁfﬁﬁ%'ﬁlﬁfﬁ
2EMBEA H % A Xing Kong Chuan
Mei Group Co., Ltd. (AREIEZRE) B
100% fEz% °

M STARL 3% 5/ & {<F &9 iR 7% 2 8 4E [7) AR
E@kﬁiﬁ’]yﬁﬂ:&ﬁﬂ%&ﬁ% AR5 & ThiR
BR-_ZZ=FH A=+ B ZHRE
Tﬁ%mfﬁm % BR 75 1h i Y IR Z R AR
NG 7_¢/\H+E|Fﬁ§%uujmﬁu
([&ZBek]) [ 37 RBRIEHZE | —
D REEWRESFE W ERE ?ﬁ?ﬁﬁ@i
AR LA BT SE ©

[ STARL X 5/ FEAT MO 45 85 & R Th 35 4
BERBHAS IIBEERERREBHRIRKR
W EE WA FE (BHRE=ARIES
E@*ﬁ%ﬁm%’ﬁ)mzl%iw% —ETRE
4% E15%) &

[ STARL X -/ FE AT My BABR AT BB S5 & R Th
BHERENES IREERRAEER
BEBEH KRR ERN15% (ZETRF :
15%) &t & o

B B JiAR 5 B STAR Filmed 7] 3 A9
A B RE R R

TREXTTMERNZ2EMBE LR
RIBAIFR EHRABRBAR TEI’JE%
At

B REEERMRKELEERZZTE
F+-_A=+—BHoRE#AESH
TMERA A (ﬁf‘aﬂ&%”ﬁiﬁ})\\%ﬁ
H46% k%) 93.3% K6. 7%%/\ e
—EERF+=-_A=+—H ﬁﬂﬁﬁ\
EENEBEREEERAAINIS%
Bz EEREEARAAAEA M
BERA1I6.26%EHEER - KINEER
Dragon Goodwill International Limited
H80% £z » MDragon Goodwill
International Limited® —ZTZ =4+ A
Z+ A B TR EEIMNER#32.75%

)
zS o
fm

>NH

%1

[ S5 M AR A3 AN B2 B ek e 3 6 e B B R
BEXRB M, ENEREE - Tz
&7 [R B GERAT
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NOTES TO THE FINANCIAL STATEMENTS B # # 2 Fit i

34. RELATED PARTY TRANSACTIONS
(CONTINUED)

152

(i) (Continued)

(h)

()

Service charges received/receivable from ATV cover the following
services provided to ATV which are charged based on terms
specified in a service agreement:

—  the use of floor area for the location of receivers;

—  the use of master control room equipment and transmission
equipment (including maintenance for daily wear and tear);

— fibre optic transmission; and
—  video tapes administration and playout services.

Fox is an associate of Xing Kong Chuan Mei Group Co., Ltd., a
substantial equity holder of the Company.

Service charges paid/payable to Fox cover the following services
provided to the Group which are charged based on the terms
specified in a service agreement:

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

— leasing of office space and access to workspace, subject to
availability; and

— 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.

BSkyB is 36.3% owned by News Holdings Limited (formerly known
as The News Corporation Limited), a wholly-owned subsidiary of

News Corporation, which indirectly owns 100% of Xing Kong Chuan
Mei Group Co., Ltd., a substantial equity holder of the Company.

Service charges paid/payable to BSkyB cover the following services
provided to the Group which are charged based on terms specified
in the service agreements:

—  transponder rental;

— uplinking services; and

— encoding and electronic programme guide services.

BA#EHRER 2006

34. BEANERS @)

) (&)

(h)

()

()

(k)

0]

mEEMERKER, BRI RIS B BIE T
et T M BARGE B AR - AR AR
IR AR R E

— ERRWESAEE S EEE

— [EREEREREKE
5 H B AEEETTIRE )

KR (B

— tEEX R
— HREENEAR -

Fox Jj Xing Kong Chuan Mei Group Co.,
Ltd. (RRAIEERR) a9BE A Al

A Fox 32 f5F,/ FE A< B0 AR 75 B B2 48 T 31/ 3R it
FTAREEEANRE - R ETIZRS 9
5 HE A (G RUER

L) L EV RN
PRI -

- WAEHERFAIEE  KRTHEE
EmE &

— (FAFxIRBAEBNEL - 2%
FH IR B 1 A K B Fox BT 2 B 1%
B EREFoxBETRENEHN
RGEE  ATEHEEME -

News Holdings Limited ( A7 & the News
Corporation Limited) # & BSkyB ) 36.3%
A% 4 M News Holdings Limited B #Z &
Xing Kong Chuan Mei Group Co., Ltd. (&
NRIEZRR ) #)100% s ©

7] BSkyB X2 <,/ FE A & JR 75 B 245 T 51) 12
HFPAEBEERORE - REBETIZRY
2 EN S/ e

— BEUEHE:

— AEEHRS &

— MENREFEARIERERE



34. RELATED PARTY TRANSACTIONS
(CONTINUED)

(i)

(Continued)

(m) DIRECTV is 34% indirectly owned by Fox. Fox is an associate of
Xing Kong Chuan Mei Group Co., Ltd., a substantial equity holder
of the company.

(n) Service charges received/receivable from DIRECTV are charged
based on terms specified in a service agreement.

(o) Programme license fees to SGL are charged based on terms
specified in a license agreement.

(p) Pursuant to a programme licensing agreement dated 29 May 2003,
the programme license fees paid/payable to ATVE with respect to a
list of programmes as stipulated in the schedule of the agreement
are charged at a fixed fee or fees to be mutually agreed. The
summary of the terms of the agreement are set out in the section
headed “ATV Programme Licensing Agreement” of the Circular of
the Company dated 10 June 2003.

(@) The CMCC Group, through its wholly-owned subsidiary of China
Mobile (Hong Kong) Group Limited, owns 19.9% of the issued
share capital of the Company. CMCC has become a connected
party to the Company since 25 August 2006.

(r) Advertising sales to the CMCC Group are related to airtime
advertising and programme sponsoring on channels operated by
the Group as disclosed in the announcement of the Company dated
8 September 2006.

Year end balances arising from related parties transactions as
disclosed in note 34(i) above were as follows:

eI BB N A FIE
e REE R A FIE

Amounts due from related companies
Amounts due to related companies

The outstanding balances with related companies are aged less
than one year and are unsecured, non-interest bearing and
repayable on demand.
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) (%)

(ii)

(m)

(n)

(0)

(p)

()

(r)

4. BN 5 @)

DIRECTV J5 £ Fox i # A 34% # % © Fox
I’JXing Kong Chuan Mei Group Co., Ltd. (&
RAIEZRR ) AHEE AT

[ DIRECTV U B & Us 1) AR 745 25
Thp ik 75 BA O 6B -

T512 AR5

A SGL X < K &5 B 7 7l B 0L Al i i 15
AR Y IR RURER

RN -EE=FH A=+ NBI NG

B ST | R BRE RN S
AT B A DAL SHA FTRS
REEERNEHREHE AL - ZH
BOBRBERRARTR - FF=EX
A+ B FBemE [ ENEREE H A5
11 -

FEBREERE (BRETEEE (FF)
SEERARNEZEMBAR) HEAA
AIEBEITIRAM 19.9% # i - R BAE
BE-ZEZARNFNA-TRBENAERAT
HIRAE AT ©

MRS EBEEEEETHNESHENER

EK%@Fﬁﬁéﬁsiﬁﬁtﬂﬁfiﬁﬁﬁx&Eﬁﬁ

ZB) (AR RN =TT NFNANAFIEE
“imﬁﬁ)

W EXEESAN RENREALRZESE

HY4F

A&
R

REEERIT

2006
—FTAE
$'000

T

2005
—ETRE
$ OOO

38 1,232
(4,743) (4,900)

RAMARNEERIREIR DR —F
R - RERIRBERER -

=4
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NOTES TO THE FINANCIAL STATEMENTS B # # 2 Fit i

34. RELATED PARTY TRANSACTIONS

(CONTINUED)

(iii) Key management compensation

Salaries

Discretionary bonuses

Quarters and housing allowance
Pension fund

35. COMPARATIVE FIGURES

Certain of the 2005 comparative figures have been reclassified to
conform to the current year’s presentation. Certain depreciation
expenses have been reclassified from selling, general and
administrative expenses to operating expenses and the income from
certificate of deposit have been reclassified from interest income to

other income.
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e
BB B R TEAL
BEMEEER
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34. BEANERS @)

iy ERETEA B FM

35. Wl

2006 2005
—®®AE | —TTRF
$'000 $000

i F7
13,831 13,499
5,200 5,800
5,315 5,062
1,277 1,244
25,623 25,605

HET_TTERAFNLEBRBFEETN IR - UF
EBARFEMZITN - ETHEBRCUHE
T RETBERAEHNIBELLER &
FREBABRFNEWAZF D BEEHAMY

A ©



CONSOLIDATED RESULTS

Results

Revenue

Operating expenses*

Selling, general and administrative
expenses*

QOther income/(expenses), net

Profit/(loss) before taxation and
minority interests
Taxation

Profit/(loss) before minority interests
Minority interests

Profit/(loss) attributable to equity
holders of the Company

S

LN

REER"

HE  —REOHER"

HtlA/ (BR) 38

BHEROBRRRRATER
(BR)

BB

RO BRRERAER,/ (B])
B RES

NG 5PN
(B§)

FINANCIAL SUMMARY % #f 2

o7 B e AR

Six months
Year ended Year ended Year ended ended Year ended
31 December 31 December 31 December 31 December 30 June
2006 2005 2004 2003 2003
ZZERE “ZTHE —ZINE —23=F —2T=F
+zA=t-8 | TZA=t-B +ZA=+-B +=A=1+-H ~A=tH
l:3:54 ILFE fI%:353 ~MEA Jl:3E;
$'000 $000 $000 $000 $000
Fr i i T i
1,057,667 1,034,768 959,660 304,030 615,462
(729,483) (653,654) (694,841) (288437) (584,500)
(137,330) (222.429) (126,283) (60,172) (124,295)
54,971 44,734 17518 7,958 21,631
245,825 203,419 156,054 (36,621) (71,702)
(34,938) (20,755) (4,826) (2,559) (3811)
210,887 182,664 151,228 (39,180) (75,513)
1,498 (1,182) (734) 314 3,150
212,385 181,482 150,494 (38,860) (72.363)
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CONSOLIDATED ASSETS AND HeEERAR
LIABILITIES
As at
As at 31 December 30 June
“t+=A=t-H WAA=Z1A
2006 2005 2004 2003 2003
“EINE “EEhfF ZTINE —TT-F e S
$000 $000 $000 $1000 $1000
i i T 7 S
Total assets EERE 1,433,350 1,161,603 1,082,592 878,039 932,603
Total liabilities AERE (266,662) (154,497) (212,107) (165,516) (180,563)
Minority interests DURRER (7,139) (8,019) (6,837) (6,103) (6,832)
Capital and reserves attributable to AR NE
the Company’s equity holders ERR G 1,159,549 999,087 863,648 706,420 745,208

On 8 January 2004, the Company changed its financial year end from 30
June to 31 December. The Directors consider the reason for the change
of financial year end is to align the Group’s business cycle with that of
its advertising customers, and the agents who represent them, which
normally have year end on 31 December and determine their advertising
budgets and operate on a calendar year basis.

As a result of the change of financial year end from 30 June to 31
December, the consolidated results and consolidated assets and liabilities
have shown two different financial year end.

*

Certain depreciation expenses have been reclassified from selling, general and
administrative expenses to operating expenses.
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PHOENIX SATELLITE TELEVISION HOLDINGS LIMITED
9th Floor, One Harbourfront, 18 Tak Fung Street,

Hunghom, Kowloon, Hong Kong

Tel. (852) 2621 9888 Fax. (852) 2621 9898
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