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RESULTS ANNOUNCEMENT
FOR THE YEAR ENDED 31 DECEMBER 2005

CHARACTERISTICS OF THE GROWTH ENTERPRISE MARKET (OGEMO) OF THE
STOCK EXCHANGE OF HONG KONG LIMITED (THE OSTOCK EXCHANGEO)

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 Stock 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 Stock Exchange takes no responsibility for the contents of this announcement, 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 announcement.

The directors of Phoenix Satellite Television Holdings Limited (the ODirectorsO) collectively
and individually accept full responsibility for this announcement which includes particulars
given in compliance with the Rules Governing the Listing of Securities on the Growth Enterprise
Market of the Stock Exchange for the purpose of giving information with regard to Phoenix
Satellite Television Holdings Limited. The Directors confirm, having made all reasonable
enquires, that to the best of their knowledge and belief, (i) the information contained in the
announcement are accurate and complete in all material aspects and not misleading; (ii)
there are no other facts the omission of which would make any statement herein misleading;
and (iii) opinions expressed in this announcement have been arrived at after due and careful
consideration on the bases and assumptions that are fair and reasonable.

The figures in respect of the preliminary announcement of the GroupOs results for the year
ended 31 December 2005 have been agreed by the GroupOs auditors, PricewaterhouseCoopers
to the amounts set out in the GroupOs consolidated financial statements for the year. The work
performed by PricewaterhouseCoopers in this respect did not constitute an assurance
engagement in accordance with Hong Kong Standards on Auditing, Hong Kong Standards on
Review Engagements or Hong Kong Standards on Assurance Engagements issued by the Hong
Kong Institute of Certified Public Accountants and consequently no assurance has been
expressed by PricewaterhouseCoopers on the preliminary announcement.
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CHAIRMANOS STATEMENT

FINANCIAL SUMMARY

¥ The GroupOs revenue exceeded one billion, maintaining the positive performance Phoenix
achieved in 2004. Revenue for the year ended 31 December 2005 was 7.8% higher than
the previous year, and was approximately HK$1,034,768,000*.

¥ The increase in revenue generated an annual profit attributable to equity holders of
approximately HK$181,482,000, which was a 20.6% improvement over the profit achieved
in 2004.

¥ 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$0.012 per share.

RESULTS

The GroupOs revenue for 2005 increased 7.8% over that of 2004, which was itself a major
turn-around after several loss-making years. The main driver behind this result was the further
growth in advertising revenue, which represented over 90% of the GroupOs total revenue.
Profit attributable to equity holders reached a record high of approximately HK$181,482,000.

The GroupOs revenue for the year ended 31 December 2005 was approximately
HK$1,034,768,000*, which represented a moderate growth of 7.8% as compared with 2004.
Operating costs increased by 6.7% to approximately HK$876,083,000*, mainly as a consequence
of the increase in doubtful debt provisions.

The GroupOs profit from operations and profit attributable to equity holders for the year ended
31 December 2005 were approximately HK$158,685,000 and HK$181,482,000 respectively.
These figures represented improvements of approximately HK$20,149,000 and HK$30,988,000
respectively as compared to the same period of 2004. Profit attributable to equity holders was
mainly generated by the increase in advertising revenue. The aggregate amount of the gain on
disposal in May 2005 of 50% of the GroupOs interest in the property to be built in Shenzhen of
approximately HK$12,000,000 and the revaluation of the Renminbi in July 2005 of
approximately HK$10,000,000 had boosted the profit attributable to equity holders. However,
the GroupOs tax expense in 2005 increased by approximately HK$16,000,000 as compared
with that of 2004.
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The chart of results presented below compares the performance of the year ended 31 December
2005 with that of the same period of 2004 in order to give a clearer picture of the overall trend
of the GroupOs operations.

Year ended 31 December
2005 2004
HK$O000 HK$O000

Phoenix Chinese Channel 749,650 707,005

Phoenix InfoNews Channel 165,186 161,700

Phoenix Movies Channel,
Phoenix North America
Chinese Channel & Phoenix
Chinese News and

Entertainment Channel 61,962 51,298
Other businesses 57,970 39,657
GroupOs total revenue 1,034,768 959,660*
Operating costs (876,083} (821,124)*
Profit from operations 158,685 138,536
Profit attributable to equity

holders of the Company 181,482 150,494
Earnings per sharéjong Kong cents 3.67 3.05
* Due to the change of accounting policy in 2005 on the presentation of OAdvertising RevenuesO,

relevant figures were restated the change had no effect on the profit/loss of the Group. Please
refer to the OManagement Discussion and AnalysisO for a detail explanation and the effect of
the change in accounting policy.

BUSINESS OVERVIEW AND PROSPECTS

2005 was a remarkably successful year for the Phoenix Group. The GroupOs income exceeded
one billion Hong Kong dollars, continuing the strong performance recorded in 2004. The
profit attributable to equity holders rose by 20.6% over the figure set in 2004, and the Directors
recommend a final dividend of HK$0.012 per share.

The Group has expanded its audience, both internationally and even more dramatically within
mainland China. At the same time Phoenix has been recognized by the international press and
major foreign governments as a unique Mandarin Chinese broadcaster.

The current advertising sales system, which has the flexibility to allow advertising agencies

across China to market advertising on behalf of Phoenix, has produced a much more dynamic
and comprehensive network of advertising agencies with an interest in marketing Phoenix.
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Phoenix Chinese Channel remained the GroupOs flagship, and continued to generate the bulk
of the GroupOs income, accounting for 72.4% of the GroupOs revenue, with its own income
increasing by 6% over the last financial year. The Chinese Channel maintained the Phoenix
tradition of innovative programming, and provided the Chinese audience with cutting edge
entertainment and up-to-the-minute information on economic and political developments.

Another major driver behind the GroupOs continuing success has been the steady performance
of InfoNews. Higher operating costs prevented InfoNews reaching the break-even point, but
surveys show that the InfoNews audience has been expanding.

When it was first established in 2001 InfoNews was a serious financial strain on the Group,
but in the past two years it has made major progress in expanding its revenue and its audience.
Its first-hand coverage of major international events, such as the violence in Iraq, the ongoing
tension in Israel-Palestinian relations, and the terrorist attacks on London, matches the coverage
provided by other major international television news services. But InfoNews also covers
regional issues, such as the visit to mainland China of key Taiwan political figures, last
DecemberOs elections in Taiwan, the humiliation of some female Chinese visitors to Malaysia,
and the evolution of Japanese policy towards China, Taiwan and East Asia in general, that are
of direct interest to the global Chinese audience but which are rarely covered by any other
international television news services. No other Chinese broadcaster combines international
and regional, Chinese-related news as InfoNews does.

InfoNews has also made a major contribution to the image of the Phoenix Group at large,
underscoring the GroupOs reputation for an extremely comprehensive and timely coverage of
major international events and developments. This was highlighted in 2005 by interviews with
the British Prime Minister Tony BLAIR during his visit to China and with United States
President George BUSH shortly before he visited Beijing late last year.

The GroupOs role in mainland China as the most widely watched external Mandarin Chinese-
language broadcaster has also attracted an unprecedented level of international press coverage
of Phoenix. During 2005 th&/ashington Postwhich described Phoenix as Othe channel of
choice for much of ChinaOs new elitB®wsweekand theSydney Morning Heraldll ran

major stories that highlighted PhoenixOs unique position in the Chinese media world as a
vehicle that delivers large quantities of information and entertainment from the outside world

to the Chinese audience.

The success of both Phoenix Chinese and InfoNews channels reflects a substantial growth in
awareness of the Phoenix brand name. The most dramatic example was PhoenixOs sponsorshi
of the visit to Beijing and Shanghai by the Taiwan-based writer, scholar and parliamentarian,

LI Ao, whose speeches at universities in both cities aroused a high level of interest and
controversy and tested the limits of freedom of expression in contemporary China.
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The Canadian Radio-television and Telecommunications Commission gave permission to

distribute Phoenix North America Chinese Channel and the channel was launched in Canada
by Rogers Cable Communications Inc. in late 2005. In addition, Phoenix has set up a joint

venture in Malaysia, which has the largest number of Phoenix viewers outside mainland

China, to tap into its advertising market with a view to translating PhoenixOs brand name into
money.

2006 is the 10th Anniversary of Phoenix. As Chairman | would like to acknowledge the
enormous contribution that the staff of Phoenix has made to the GroupOs success, not just
during 2005, but throughout the past ten years. The hard work, team spirit and creativity that
the staff has collectively displayed had been an essential factor in PhoenixOs evolution from a
one-channel broadcaster in Hong Kong in 1996 into a multi-channel system that has global
reach and which is the preferred Chinese-language media platform for foreign leaders who
want to communicate with key audiences in China. This same sense of commitment and
professionalism has enabled the Group to be at the forefront of global media organisations
reporting on international crises and conflicts. | look forward to the coming years, confident
that the spirit that the GroupOs staff has displayed over the past ten years will continue to carry
Phoenix forward to even greater successes in the future.
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MANAGEMENT DISCUSSION & ANALYSIS
COMMENTS ON SEGMENTAL INFORMATION

The table below shows the comparison of operating results of the GroupOs businesses for the
year ended 31 December 2005 and 2004 respectively.

Year ended 31 December
2005 2004
HK$O000 HK$O000

Phoenix Chinese Channel 353,569 324,302
Phoenix InfoNews Channel (12,573) (3,493)
Phoenix Movies Channel,

Phoenix North America

Chinese Channel & Phoenix

Chinese News and

Entertainment Channel (60,495) (53,082)
Other businesses (3,760) (543)
Corporate overheads (118,056) (128,648)
Profit from operations 158,685 138,536

Revenues from television broadcasting, comprising both advertising and subscription revenues,
which accounted for 94.4% of the GroupOs total revenue for the year ended 31 December
2005, increased by 6.2% to approximately HK$976,797,000 (year ended 31 December 2004:
HK$920,002,000). The segmental result for television broadcasting recorded a profit of
approximately HK$281,610,000 for the year (year ended 31 December 2004: HK$274,477,000).

Revenue from the GroupOs flagship channel, Phoenix Chinese Channel, which accounted for
72.4% of the GroupOs total revenue for the year ended 31 December 2005, increased by 6.0%
to approximately HK$749,650,000 (year ended 31 December 2004: HK$707,005,000).

Phoenix InfoNews ChannelOs revenue maintained a steady level, and amounted to approximately
HK$165,186,000 (year ended 31 December 2004: HK$161,700,000). However, due to the
increase of operating costs, the operating loss widened to approximately HK$12,573,000 for
the year ended 31 December 2005 (year ended 31 December 2004: HK$3,493,000).

Advertising sales of Phoenix Movies Channel showed improvement in 2005. However, the
effect of such increase was offset by the increase in doubtful debt provision, and the operating
result only marginally improved compared with 2004. Revenue of Phoenix North America
Chinese Channel and Phoenix Chinese News and Entertainment Channel remained at a steady
level for 2005. On the other hand, the launch of G3C platform in North America unavoidably
increased operating costs, which explained the increase in the operating loss for 2005.
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Revenue from programme production and ancillary services improved steadily to approximately
HK$32,799,000, which included intra-group sales of approximately HK$28,808,000, for the
year ended 31 December 2005 (year ended 31 December 2004: total revenue B HK$27,219,000;
intra-group sales b HK$23,812,000). Segmental results for programme production and ancillary
services hence recorded a profit of approximately HK$3,489,000 for the year, which represented
a satisfactory increase of 101.3% as compared with 2004.

The revenues of the internet services were relatively stable. The increase in loss was mainly
attributable to the increase in operating costs.

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 2005.

Please refer to note 5 of the notes to the financial statements for a detailed analysis on
segmental information and the OBusiness OverviewO in this announcement for commentary on
our core business.

DIVIDEND

The Board has resolved to recommend a final dividend of HK$0.012 per ordinary share for
the year ended 31 December 2005 (2004: HK$0.01 per ordinary share). Upon approval by the
shareholders, the final dividend will be paid on or about 30 June 2006 to shareholders whose
names appear on the register of members of the Company on 22 June 2006.

ACQUISITIONS AND DISPOSALS OF SUBSIDIARIES AND AFFILIATED
COMPANIES

Pursuant to an agreement dated 29 October 2003 (the OAgreementO) entered into by the
Phoenix Group and Oasiscity Limited (OOasiscityO), a wholly-owned subsidiary of Neo-China
Group (Holdings) Limited (formerly known as ONeo-Tech Global LimitedO), the shares of
which are listed on the Main Board of the Stock Exchange, Oasiscity acquired a 60% interest
in Phoenix Real Properties Limited (OReal PropertiesO), which owns a 90% interedt in

A8 b "®! .The acquisition was completed on 13 January 2004.

On the same date, Oasiscity executed a share charge in favour of the Phoenix Group, under
which it charged 30% equity interest in Real Properties, as security for the due performance of
its obligations under the Agreement. Pursuant to the Agreement, Oasiscity shall be responsible
for providing all required financing for the development of the building and the Phoenix
Group is not required to provide any further financing for the development of the building but
will be entitled to a portion of the non-saleable area.
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On 12 May 2005, the Group and Oasiscity entered into a supplementary agreement, pursuant
to which, inter alia, (i) Phoenix shall transfer 10,000 square meters of the building to which
Phoenix would be entitled after the completion thereof to Oasiscity at RMB60,000,000
(equivalent to approximately HK$55,800,000) payable by 3 installments and (ii) Oasiscity
shall be allotted an additional 33 shares in Real Properties at par value so that after the
allotment Oasiscity should hold approximately 70% interest therein. The GroupOs entitlement
to the relevant portion of the non-saleable area will then be reduced by half. As a result, a gain
on disposal of approximately HK$11,599,000 was recorded in the year ended 31 December
2005.

In addition, upon the fulfillment of OasiscityOs relevant obligations under the Agreement, the
30% equity interest in Real Properties charged as security was released accordingly in May
2005.

Save as disclosed above, the Group had no material acquisitions or disposals of subsidiaries
and affiliated companies during the year ended 31 December 2005.

LIQUIDITY AND FINANCIAL RESOURCES

The liquidity and financial resources of the Group as at 31 December 2005 gradually improved
compared to those of the Group as at 31 December 2004. The aggregate outstanding borrowings
of the Group as at 31 December 2005 were approximately HK$4,900,000, representing current
accounts with related companies which were unsecured and non-interest bearing (as at 31
December 2004: HK$8,085,000). Such fluctuation was within the normal pattern of operations
of the Group.

The gearing ratio of the Group, based on total liabilities to equity attributable to equity
holders of the Company, was 15.5% as at 31 December 2005 (as at 31 December 2004:
24.6%). Accordingly, the financial position of the Group has remained very liquid.

As most of the GroupOs 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 is considered to be minimal. The management considered that the new
exchange rate control mechanism for Renminbi adopted in July 2005 does not have any
material impact on the Group.

CHARGE ON ASSETS

As at 31 December 2005, deposits of approximately HK$3,407,000 (as at 31 December 2004:
HK$3,700,000) 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 2005
and 31 December 2004.
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CAPITAL STRUCTURE

During the year ended 31 December 2005, other than the exercise of share options granted
(detail as per note 25 to the financial statements), there is no change in the CompanyOs share
capital. As at 31 December 2005, the GroupOs operations were financed mainly by equity

holdersO equity.

STAFF

As at 31 December 2005, the Group employed 710 full-time staff (31 December 2004: 624),
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 2005 increased to approximately HK$242,207,000
(year ended 31 December 2004: HK$220,798,000).

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

SIGNIFICANT INVESTMENTS HELD

As at 31 December 2005, the Company invested in certain unlisted security investments with
an estimated fair market value of approximately HK$89,729,000 (as at 31 December 2004:
HK$53,461,000).

Save as disclosed above, the Group has not held any significant investment for the year ended
31 December 2005.

FUTURE PLANS FOR MATERIAL INVESTMENTS AND EXPECTED SOURCE OF
FUNDING

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

Other than disclosed herein, the Group did not have any plan for material investments and
acquisition of material capital assets.

CONTINGENT LIABILITIES

Other than disclosed in note 30 to the financial statements, the Group had no material contingent
liabilities as at 31 December 2005 and 31 December 2004.
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CHANGE OF ACCOUNTING POLICY

In previous years, the Group reported advertising revenue at gross value, and advertising
agency commission was presented as operating expenses. To improve the GroupOs comparability
with similar companies in the same industry and provide more relevant information on the
revenue transactions, in 2005 the management decided to change the accounting policy, and to
report advertising revenue at net value and not at gross value. Net value represents the
advertising revenue net of agency commissions. This change has no effect on the profit/loss of
the Group.

The chart presented below compares the relevant figures for the four quarters of 2005 in order
to give a clearer picture of the effect on the change of accounting policy:

(Amount expressed in Hong Kong dollars)

For the year 2005
1st Quarter 2nd Quarter 3rd Quarter  4th Quarter Total

$0000 $0000 $0000 $0000 $0000
After the change of accounting policy
Revenue 258,449 251,140 252,411 272,768 1,034,768
Operating expenses (155,152) (160,747) (165,889) (151,401) (633,189)
Selling, general & administrative expenses (62,659) (57,493) (55,948) (66,794) (242,894)
Operating profit 40,638 32,900 30,574 54,573 158,685
Result reported before the change of accounting policy
Revenue 299,029 291,230 293,070
Operating expenses (195,732) (200,837) (206,548)
Selling, general & administrative expenses (62,659) (57,493) (55,948)
Operating profit 40,638 32,900 30,574
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CORPORATE GOVERNANCE REPORT

We are committed to ensuring high standards of corporate governance in the interests of the
shareholders of Phoenix Satellite Television Holdings Limited (the OCompanyO) and devote
considerable effort to identifying and formalising best practices.

CORPORATE GOVERNANCE PRACTICES

In line with the increasing regulatory and investor focus on corporate governance standards,
the Stock Exchange has issued the Code on Corporate Governance Practices (the OCodeO
with effect from 1 January 2005.

On 26 December 2005, the Company adopted its own Code on Corporate Governance
(OPhoenixOs CodeO) which combined its existing principles and practices with most of the
mandatory provisions of the Code b all with the objective of taking forward a corporate
governance structure which builds on PhoenixOs 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 2005, 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 OBoardO) and the businesses of the
Company and its subsidiaries (collectively, the OGroupQ) . He has been both chairman and
chief executive officer of the Company since its incorporation and the management is of the
view that the assumption of those positions by Mr. LIU, who is very experienced in the media
industry, is in the best interest of the Company.

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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Deviation and its Reasons

Apart from the executive directors, no other directors of the Company (the ODirectorsO) 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.

COMMUNICATION WITH SHAREHOLDERS
Code Provisions

Under the Code, the chairman of the board should attend the annual general meeting and
arrange for the chairmen of the audit, remuneration and nomination committees (as appropriate)
or in the absence of the chairman of such committees, another member of the committee or
failing this his duly appointed delegate, to be available to answer questions at the annual

general meeting. The chairman of the independent board committee (if any) should also be

available to answer questions at any general meeting to approve a connected transaction or
any other transaction that is subject to independent shareholders® approval.

Deviation and its Reasons

Whilst the Company endeavours to maintain an on-going dialogue with shareholders, the
chairman may not always be able to attend the annual general meeting due to other important
business engagement. Mr. CHUI Keung, an executive Director, and Mr. Thaddeus Thomas
BECZAK, an independent non-executive Director and also chairman of the audit committee of
the Company, attended the 2005 annual general meeting and were available to answer questions
if raised at the meeting.

DIRECTORSO 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 directorsO securities transactions throughout the year ended 31
December 2005.

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 two executive Directors, five non-executive Directors and

three independent non-executive Directors. Their brief biographical details are described in
the annual report.
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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.

There were four Board meetings held in the financial year ended 31 December 2005. Individual
attendance of each Board member at these meetings is as follows:

Attended/
Name of Director Note Eligible to attend
Executive Directors
Mr. LIU Changle(Chairman & CEO) 4/4
Mr. CHUI Keung 4/4
Non-executive Directors
Ms. Michelle Lee GUTHRIE 3/4
Mr. LAU Yu Leung, John 3/4
Mr. CHEUNG Chun On, Daniel 4/4
Mr. XU Gang 0/4
Mr. CHEUNG San Ping 0/4
Independent Non-executive Directors
Dr. LO Ka Shui 4/4
Mr. KUOK Khoon Ean () 1/1
Mr. LEUNG Hok Lim (i) 4/4
Mr. Thaddeus Thomas BECZAK (iii) 3/3
Alternate Director
Mr. GONG Jianzhong (iv) 1/4

Notes:

(i) Resigned as an independent non-executive Director on 10 March 2005.
(i)  Appointed as an independent non-executive Director on 21 January 2005.
(iii) Appointed as an independent non-executive Director on 11 March 2005.

(iv) An alternative Director to Mr. XU Gang.

During the 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.
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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.

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 CompanyQOs 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 2005. Individual attendance of each committee member
at these meetings is as follows:

Attended/
Name of Director Note Eligible to attend
Independent Non-executive Directors
Mr. Thaddeus Thomas BECZAKChairman) () 3/3
Dr. LO Ka Shui 4/4
Mr. KUOK Khoon Ean (i) 1/1
Mr. LEUNG Hok Lim (iii) 4/4
Non-executive Director
Mr. LAU Yu Leung, John 2/4

Notes:

(i)  Appointed as an independent non-executive Director on 11 March 2005.

(i) Resigned as an independent non-executive Director on 10 March 2005.

(iii) Appointed as an independent non-executive Director on 21 January 2005.

The audit committee reviewed the GroupOs audited results for the year ended 31 December

2005 with management and the CompanyOs external auditors and recommended its adoption
by the Board.
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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 CompanyOs policy and structure for all remuneration of Directors and
senior management and reviewing the remuneration packages of all executive Directors and
senior management staff of the Company.

The remuneration committee now 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.

In 2005, the remuneration committee made recommendation to the Board on 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.

DIRECTORSO AND AUDITORSO RESPONSIBILITY FOR THE FINANCIAL
STATEMENTS

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

The DirectorsO responsibilities in the preparation of the financial statements and the auditorsO
responsibilities are set out in the AuditorsO Report.

INTERNAL CONTROL

The Board has overall responsibility for the establishment, maintenance and review of the
GroupOs system of internal control. The Board has conducted a review of, and is satisfied with
the effectiveness of the system of internal control of the Group.
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EXTERNAL AUDITORS

PricewaterhouseCoopers (OPwCO) has been appointed as the external auditors of the Compan:
by shareholders at the annual general meeting.

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

31 December 31 December

2005 2004

HK$ HK$
Audit Service 2,230,000 1,809,000
Tax Service 458,000 476,000

Total 2,688,000 2,285,000

CONCLUSION

The Company strongly believes that good corporate governance can safeguard the effective
allocation of resources and protect shareholdersO interest. The management will try to maintain,
strengthen and improve the standard and quality of the GroupOs corporate governance.
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REPORT OF DIRECTORS

The Directors submit their report together with the audited financial statements of Phoenix
Satellite Television Holdings Limited (the OCompanyQ) and its subsidiaries (collectively referred
to as the OGroupO) for the year ended 31 December 2005.

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 21 to the financial statements.

An analysis of the GroupOs 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
40.

The Directors recommend the payment of a final dividend of HK$0.012 per ordinary share,
totaling HK$59,264,000, to be payable to shareholders whose names appear on the register of
members of the Company on 22 June 2006.

RESERVES

Movements in the reserves of the Group and of the Company during the year are set out in
note 27 to the financial statements.

DONATIONS

Charitable donations made by the Group during the year amounted to HK$1,249,000 (2004:
HK$10,000).

PROPERTY, PLANT AND EQUIPMENT

Details of the movements in property, plant and equipment of the Group are set out in note 17
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 25 and note 26, respectively, to the financial statements.

PRE-EMPTIVE RIGHTS

No pre-emptive rights exist under the CompanyOs 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 2005, calculated under the Companies
Law (Revised) of the Cayman Islands, amounted to approximately HK$740,494,000 (as at 31
December 2004: HK$788,780,000).
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FIVE PERIOD/YEAR 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 page 93 to 94.

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 CompanyQOs 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 (OShareholdersO), 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 OCommitteeO) 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 2005:

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 (OSharesO) on the Growth Enterprise
Market of the Stock Exchange (OGEMO).

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 OListing DateO).

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.
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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.

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:

Percentage of Shares
Date of exercise comprised in options
of an option which is exercisable

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

Between the period falling 12 months or more but less up to 25%
than 24 months from the date of grant of an option

Between the period falling 24 months or more but less up to 50%
than 36 months from the date of grant of an option

Between the period falling 36 months or more but less up to 75%
than 48 months from the date of grant of an option

Any time falling 48 months from the date of grant of 100%
an option and thereafter

Minimum holding period

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

The amount payable on acceptance of the option

The date by which the option must be applied for being a date not more than three
days from (and including) the date on which the letter of offer of the grant of
option is issued by the Company (OOffer DateO). 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

Same as the offer price for the Shares as set out in the prospectus of the Company
dated 21 June 2000.
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The remaining life of the scheme

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

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

Number of share options

Balance Balance

Exercise as at Lapsed  Exercised  asat3l

Type and number of Vesting Exercise price 1 January during during  December
remaining grantees  Date of grant period period per share 2005  theyear  the year 2005

HK$

2 Executive Directors:
LIU Changle 14 June 2000 14 June 2000 td4 June 2001 to 1.08 5,320,000 ) b 5320,000
13 June 2004 13 June 2010

CHUI Keung 14 June 2000 14 June 2080 14 June 2001 to 1.08 3,990,000 ) D 3,990,000
13 June 2004 13 June 2010

81 other employees 14 June 2000 14 June 2000 1d June 2001 to 1.08 31,662,000 (60,000)  (554,000) 31,048,000
13 June 2004 13 June 2010

Total:
83 employees 40,972,000 (60,000)  (554,000) 40,358,000

During the year ended 31 December 2005, 554,000 options granted to employees
were exercised. At the date before the options were exercised, the weighted average
closing price per share was HK$1.54.

During the year ended 31 December 2005, 60,000 options granted to an employee
lapsed when she ceased her employment with the Group.

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

Save as stated above, no option has been granted to the Directors, chief executive,
management shareholders, substantial shareholders, or their respective associates,
or to the suppliers of goods or services under the Pre-IPO Share Option Scheme.
No participant was granted any option in excess of the individual limit as set out in
the GEM Listing Rules or under the Pre-IPO Share Option Scheme.
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(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 2005:

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.

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 ShareholdersO
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 ShareholdersO 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) ShareholdersO 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 approximately 10% of the issued share
capital as at the date of this announcement.

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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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:

Percentage of Shares
comprised in options
Date of exercise of an option which is exercisable

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

Between the period falling 12 months or more but less up to 25%
than 24 months from the date of grant of an option

Between the period falling 24 months or more but less up to 50%
than 36 months from the date of grant of an option

Between the period falling 36 months or more but less up to 75%
than 48 months from the date of grant of an option

Any time falling 48 months from the date of grant of 100%
an option and thereafter

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

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

Number of share options

Type and Balance Balance

number of Exercise asat  Lapsed Exercised  asat3l

remaining Vesting Exercise ~ price  LJanuary  during  during  December

grantees Dateof grant period period  per share 2005  theyear  the year 2005
HK$

2 employees 15 February 2001 15 February 2001 15 February 2002t0 1,99 1,700,000 b b 1,700,000

14 February 2005 14 February 2011

17 employees 10 August 2001 10 August 2001 to  Adust 2002 to 1.13 12,040,000  (500,000)  (952,000) 10,588,000
9 August 2005 9 August 2011

4 employees 20 December 2002 20 December 2002 to De@mber 2003 to 0.79 2,230,000  (134,000) (364,000) 1,732,000
19 December 2006 19 December 2012

Total:
23 employees 15,970,000 (634,000) (1,316,000) 14,020,000

During the year ended 31 December 2005, 1,316,000 options granted to employees
were exercised. At the date before the options were exercised, the weighted average
closing price per share was HK$1.50.

During the year ended 31 December 2005, 634,000 options granted to two employees
lapsed when they ceased their 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.
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(B) Share option scheme of a subsidiary of the Company
PHOENIXi PLAN

On 7 June 2000, PHOENIXi Investment Limited (OPHOENIXiO), a member of the Group,
adopted the PHOENIXi 2000 Stock Incentive Plan (the OPHOENIXi PlanO). The following
is a summary of the principal terms of the PHOENIXi Plan as at 31 December 2005:

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.

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.
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