F$7 2018 BEFREE (125 BRAR

REPORT OF DIRECTORS

The board of directors (the “Board” or "“Director(s)”) of Phoenix
Media Investment (Holdings) Limited (the “Company”) is pleased to
submit their report together with the audited consolidated financial
statements of the Company and its subsidiaries (the “Group”) for
the year ended 31 December 2018.

Business Review

A review of the Group's business is set out on pages 8 to 11 of this
report titled “Business Overview and Prospects” (the “Business
Overview"”). The Board is satisfied that the Business Overview
together with the financial and non-financial information contained
in this section is a fair description of the Group’s business and the
external environment in which the Group operates, consistent with
the scope of the consolidated financial statements and dealing even-
handedly with both the favourable and adverse factors. To summarise
the Business Overview, the financial condition of the Group is sound
and healthy owing to the omni-media strategy actively implemented
by Phoenix TV in the early years and the omni-media business
structure being continuously integrated with innovative development.
Determined to upgrade its strategies, the Group has carried out the
transformation of program operation, focused on content innovation
and channel expansion, and emphasized mobile traffic monetization
and brand monetization. On the basis of continuing to adhere to and
maintain the position of being a leading provider of Chinese-language
media content, and based on the Phoenix brand and high-end media
content, the Group has leveraged leading-edge digital technologies
and continuously incubated and invested in projects with value and
sustainable business models. The relevant diversification of the Group
has included digital technology, cultural creativity, animated comics,
games, cloud technology services, education, exhibitions and other
fields. In the process of innovative development, Phoenix will, as
always, safeguard the core competitiveness of its brand and content,
and adhere to the spirit of journalistic professionalism in order to
maximize the value of the Group.

The “Comments on Segmental Information” set out on pages 42 to
43 and “Liquidity and Financial Resources” set out on pages 44 to 45
of this report provide analysis of the amounts of revenue, the results
of business segments and gearing ratio of the Group. The operating
loss of the Group, based on the loss from operations to revenue,
was 1.6% as at 31 December 2018 (as at 31 December 2017:
operating margin of 3.2%). The current ratio of the Group, based
on current assets to current liabilities, was 3.1 as at 31 December
2018 (as at 31 December 2017: 2.5). The Group's earnings before
interest expenses, taxes, depreciation, and amortization (EBITDA)
was HK$1,028,051,000 as at 31 December 2018 (as at 31 December
2017: HK$867,186,000).

TERWEE

BEGEREE (%) BRAR ([RAF])
EFe ((EZg U [EE)) R2427K
HEBAR ([AEHE]) BHZE2018F12 8
MBI FERNRE REEZREWHRE

E G

AREBENEHRDBRHINARERESEN
BEREBHBERNS] ([RBEHE]) —
£ - EEERAEHME R AT IE IS
FMIER S E R R B N AN G BT A RIMRAE
LBREN AL - MR TEHEITE R
Bz 2 FEREAR A B TS SRR AV EE R — B - 48
BEBRENS  AERNREHREFCE
RIETTHO SRR BIR - M E2RBARBTZ
EBRABERSAFER  AEBEPBR
R DR - REEZNREEETR - #H
FRESEL - DARAFNEBINREAZ
O SRR ER IR ARSI o A EEEH
BRTRARFGALERREATRMEE
FERIHERE E - BB MRS AR
RIKEE - BARTABGIE - HABEE -
B EERBEEEB FEETE
B A - ARENEBZ T LERERER
FRER - XA 3% - R - ERMART -
HE  REFEY - EAHERERED B
B — B B T R AR 2 D BT
N BTEEXEREW - WERAEAS
BZfEE -

RIEE 42 EAZEFTEM [DBER TR
NREMEIASEREN [ RBESLKMBE
B REENEBRNRASEE EBo8E%
BREXBELENDT - NEER2018
F12ANENREEBER (RELEHE
B AAETE) 51.6% (742017412 A 31
A &EFBEE32%) - AEER2018F
12A31 AR E (RIBEREEER N
RBBEFE) A3.1(52017F12A318 ¢
2.5) « REBRK 20184 12 A 31 HHKFIE
F - BiIE - & R# A1 AT (EBITDA)
#1,028,051,0007% 7T ( 742017 €12 A 31
H : 867,186,000 7T) °

105



Phoenix Media Investment (Holdings) Limited Annual Report 2018

REPORT OF DIRECTORS
EEgREE

The “Chinese Gateway” set out on pages 38 to 41 of this report
provided an analysis of the popularity of Phoenix TV programs and the
composition of its audience.

The principal risks and uncertainties facing the Group include the PRC
regulatory restrictions on the reception and rebroadcasting of foreign
satellite television programs and PRC regulatory controls on foreign
media content and transmission modes. The Group has implemented
measures such as enhancing content diversification and developing
new transmission channels to mitigate the aforesaid risks as risk
responses. In addition, if PRC regulatory authorities implements
prohibition against the variable interest entity structure in Mainland
China, the internet media, education, animated comics, games and
cloud technology services operated by the Group through the variable
interest entity structure in China will be affected. Please refer to page
147 of this report for the description of the major risks associated
with the variable interest entity contractual arrangements within the
Group.

The Group's business performance and business risks arising from
the challenges of internet and media evolution are discussed in the
section of “Business Overview” of this report. Besides, the Group's
day-to-day activities expose it to a variety of financial risks such as
market risk (including foreign exchange risk, interest rate risk, pricing
risk, significant fluctuation in fair values, etc.), credit risk and liquidity
risk. The Group's financial risk management and controls are set out
in Note 3 to the consolidated financial statements on pages 237 to
258 of this report. The above is not intended to be an exhaustive list
of all principal risks and uncertainties facing the Group. The risk profile
may change over time as new risks and uncertainties emerge and
others cease to be of concern.

The Board closely monitors the above risks and uncertainties in view
of the fact that any adverse change of these risks and uncertainties
would have a material negative effect on the Group’s business,
financial condition and the results of operations. Discussion of
the Group's systems of risk management and internal control is
presented in the “Corporate Governance Report” on pages 77 to 82
of this report.

Particulars of the major suppliers and customers of the Group are set
out on page 139 of this report. Key performance indicators in relation
to the popularity of Phoenix TV programs are set out on pages 38 to
41 of this report.

Details of the Group’s relationship with its staff are set out on page
46 of this report.
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Regarding corporate social responsibilities, in terms of environmental
protection, the Group maintains compliance with the environmental
laws and regulations in the countries of operation. Although the
Group’s businesses are not energy intensive or natural resources
based, the management closely monitors key environmental
performance indicators, which include those of energy consumption
and waste air emission, so as to continuously enhance its
performance in environmental protection. Detailed discussions on the
Group’s environmental policies, performance and KPIs are contained
in the “Environmental, Social and Governance Report” on pages 86
to 104 of this report.

In addition to the compliance with the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) (the “Listing Rules”) and the Corporate Governance
Code (the “Code"), the Company is committed to duly observing
the Securities and Futures Ordinance (Cap. 571) and the Codes
on Takeovers and Mergers and Share Buy-backs published by the
Securities and Futures Commission. The Group has complied with the
Broadcasting Ordinance (Cap. 562), the Broadcasting (Miscellaneous
Provisions) Ordinance (Cap. 391) and the related subsidiary
legislation. The Group has also observed the terms of the Non-
Domestic Television Programme Service Licence granted to Phoenix
TV and the relevant sections of the Codes of Practice from time to
time issued by the Communication Authority. Since the enactment of
the Competition Ordinance (Cap. 619), the Group was mindful not to
contravene the first conduct rule of the Competition Ordinance while
continuously assessing its market power under the second conduct
rule of the Competition Ordinance.

Particulars of important events affecting the Group that have occurred
since the end of the financial period are set out in the paragraph
titled “Other Important Events and Subsequent Events” on pages
47 to 53 of this report and on Note 46 to the consolidated financial
statements.

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 19 to the
consolidated financial statements.

An analysis of the Group’s performance for the year by reportable
segments is set out in Note 5 to the consolidated financial
statements.
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Results and Appropriations

The results of the Group for the year are set out in the consolidated
income statement on page 161.

The Board recommends the payment of a final dividend of 1 Hong
Kong cent per ordinary share of the Company (the “Share(s)")
totalling approximately HK$49,935,000 to be payable to shareholders
of the Company (the “Shareholders”) whose names appear on the
register of members of the Company on Friday, 14 June 2019. Subject
to the passing of the relevant resolution at the forthcoming annual
general meeting (the “AGM"), the final dividend will be payable on or
around Monday, 24 June 2019.

Closure of Register of Members

The register of members of the Company will be closed from 31 May
2019, Friday to 5 June 2019, Wednesday (both dates inclusive), during
which period no share transfer will be effected. In order to qualify
for attending and voting at the forthcoming AGM, all share transfers
must be lodged with the Company's branch share registrar in Hong
Kong, Hong Kong Registrars Limited at Shops 1712-1716, 17th Floor,
Hopewell Centre, 183 Queen's Road East, Wanchai, Hong Kong, no
later than 4:30 p.m. on 30 May 2019, Thursday.

The register of members of the Company will also be closed from 12
June 2019, Wednesday to 14 June 2019, Friday (both dates inclusive),
during which period no share transfer will be effected. In order to
qualify for the proposed final dividend (subject to shareholders’
approval at the forthcoming AGM), all share transfers must be lodged
with the Company'’s branch share registrar in Hong Kong, Hong Kong
Registrars Limited at Shops 1712-1716, 17th Floor, Hopewell Centre,
183 Queen’s Road East, Wanchai, Hong Kong, no later than 4:30 p.m.
on 11 June 2019, Tuesday.

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 44
to the consolidated financial statements.

Donations

Charitable donations made by the Group during the year amounted to
HK$3,362,000 (2017: HK$1,341,000).

108

ES Y SN

AREBMFAEERNE 161 AMERS Ha
RA -

EEEEEMMN2019F6 8148 (EHH)
BINAER Tﬂxﬁ (R BEfal Rk
BRI B FRADN R LB ([R2]) 175
il » 485 #749,935,000 7% 7T 7 FE [ A%
FRFAE ((RRAFAE]) BBEHEER
EERE  REREBNR2019F6 248 (2

Hi—) sk B AR KA

HiEmERM B, B

AAFKER2019F5 4318 (EHRH) &
2019F6 AGH (28 =) tHAM (2Es
EMA) TEEROBEELFE B
BreRERDBEERT - AFAHFEER
REAFRERNE EREMNER AR
DB XN ERIER 20195 A30H (£
HAPY) T 4BF30 0 AT READFHWES
BOBEELED ré%.s,%‘: ZRAERD
7] MUt AE BT 2R RER 183514
¢/t\17$§1712-17165ﬁﬁ

RABTER2019F6 4128 (EH=) &
201946 4148 (258 H) [EHM (@%%
EMB) EEERDBEELFE
BrERERNBEERL - AFE §%¥ IR
REARR B, (%E%%%Wifﬂx%ﬂikgﬁt
) BEE - FTERMBS X NERKER
2019F6 A 11H (28 =) TF4K30771 -
REAARNBEBSRNDBEELEN RS
BEHEDERAR - WU AESEFERA
BER1835EAMA N 171 1712-1716 5548 o

s
AREFNEENZDENGAREED

R o ARRIFARBBOEBENG AR
RMIEE44 -

B
AEBEFRIELHZEEE A 3,362,0008
7T (2017 £F : 1,341,000387T) °



Property, Plant and Equipment

Details of the movements in property, plant and equipment of the
Group during the year are set out in Note 14 to the consolidated
financial statements.

Investment Properties

Details of the movement in investment properties of the Group
during the year are set out in Note 15 to the consolidated financial
statements.

Share Capital and Share Options

Details of the movements in share capital and share options of
the Company during the year are set out in Note 31 and Note 32,
respectively, to the consolidated financial statements.

Pre-Emptive Rights

There is no provision for pre-emptive rights under the Company's
articles of association (the “Articles of Association”) and there
was no restriction against such rights under the laws of the Cayman
Islands, which would oblige the Company to offer new shares on a
pro-rata basis to existing Shareholders.

Distributable Reserves

Distributable reserves of the Company as at 31 December 2018,
calculated under the Companies Law (Revised) of the Cayman
Islands, amounted to approximately HK$1,000,815,000 (2017:
HK$1,052,130,000).

Financial Summary

A summary of the results and of the assets and liabilities of the
Group for the last five financial years is set out on page 376.

Purchase, Sale or Redemption of Securities

The Company had not redeemed any Shares. Neither the Company
nor any of its subsidiaries had purchased or sold any of the Shares
during the year.

Equity-linked Agreements

Details of the share options granted in prior years and current year
of the Group are set out in Note 32 of the consolidated financial
statements and “Share Option Schemes"” section contained in this
"Report of Directors”
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Share Option Schemes

(A)  Share Option Schemes of the Company

(1) Summary of 2009 Share Option Scheme

On 19 June 2009, the Shareholders approved and adopted
a share option scheme of the Company (the “2009 Share

Option Scheme”).

Purpose of the scheme

The purpose of the scheme is to retain and provide
incentive to the employees of the Group to achieve its

business objectives.

The participants of the scheme

Any full-time employees of the Group, including any
director of the Group, may take up options to subscribe

for the Shares.

The total number of securities available for issue

The total number of the Shares in respect of which
options are issuable under the scheme is 495,441,200
Shares, representing 9.92% of the issued share capital of

the Company 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 the 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 2009 Share Option Scheme exceeding 25% of the
aggregate number of Shares available for subscription

under the scheme at that time.

Unless approved by the Shareholders, the total number
of Shares issued and to be issued upon exercise of the
options granted and to be granted to any eligible person
(including both exercised and outstanding options) in any
12-month period shall not exceed 1% of the Shares in

issue.
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Share Option Schemes (Continued)

(A)

Share Option Schemes of the Company (Continued)

(1)

Summary of 2009 Share Option Scheme (Continued)
Time of exercise of option

An option may be exercised in accordance with the terms
of the 2009 Share Option Scheme at any time during the
period commencing one (1) year from the date of grant
of the option and expiring ten (10) years after the date
of grant of the option in accordance with the following
vesting schedule:

Date of exercise of an option
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Between the period falling 36 months or more but less than
48 months from the date of grant of an option
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Share Option Schemes (Continued)

(A)

12

Share Option Schemes of the Company (Continued)

(1)

Summary of 2009 Share Option Scheme (Continued)
Minimum holding period

As stated above, no option can be exercised within the
first 12-months following the date of grant of an option.

The amount payable on acceptance of the option

Upon acceptance of the option, the option holder shall pay
HK$1.00 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 2009 Share Option Scheme
Committee and will be no less than the highest of (a)
the closing price of the Shares as stated in the Stock
Exchange’s daily quotations sheet on the date of grant
which must be a business day, (b) the average closing
price of the Shares as stated in the Stock Exchange’s daily
quotations sheet for the five business days immediately
preceding the date of grant and (c) the nominal value of a
Share.

The remaining life of the scheme

The 2009 Share Option Scheme will remain in force for a
period of ten (10) years commencing on the date of the
adoption of the scheme. Upon termination, no further
options may be granted under the scheme.

On 7 February 2017 the Shareholders approved the
cancellation of the outstanding share options granted to
Directors and employees of the Group under the 2009
Share Option Scheme which have not been exercised or
lapsed.
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Share Option Schemes (Continued) RERRAERTEI (48)

Share Option Schemes of the Company (Continued) (A ARBWEERETE (8)
Summary of 2009 Share Option Scheme (Continued) (1) 2009 FHEMRETEIMEE (48)
The remaining life of the scheme (Continued) AR TR ()

The details of share options granted by the Company ARARIRIER 2009 F AR iR 2
under the 2009 Share Option Scheme to the employees MASERERHARBELA
of the Group to acquire the Shares of the Company were AR BB IR FFIB N
as follows:
Number of share options
BREHA
Balance Balance
Exercise asat  Granted Lapsed  Cancelled  Exercised asat
Type and number of  Date of Vesting Exercise price 1 January during during during during 31 December
remaining grantees  grant period period per Share 2018 theyear  theyear  theyear  the year 2018
Ra08E R8s
BTREAN SR 1818 RER RER RER RER  12A31R
EEIEE] RiAS BES 2] e i R Sl 2 i i)
HKS
AT
1 employee 2009.0722 2009.0722t0  2010.0722 to 117 250,000 - (50,000) - - 200,000
14E8 2013.0721 2019.0721
2009.0122%8 201007222
2013.0721 2019.0721
Total:
i 250,000 - (50,000) - — 200,000

During the year ended 31 December 2018, 50,000 options
granted to 1 employee were lapsed when he/she ceased
his/her employment with the Group.

Save as disclosed above, no share option was granted,
exercised, lapsed or cancelled during the year. No
option was granted to the Directors, chief executives
or substantial Shareholders of the Company, or their
respective associates, or to the suppliers of goods or
services under the 2009 Share Option Scheme. No
participant was granted any option in excess of the
individual limit as set out under the 2009 Share Option
Scheme.
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Share Option Schemes (Continued)

(A)

114

Share Option Schemes of the Company (Continued)

(2)

Summary of 2017 Share Option Scheme

On 7 February 2017, the Shareholders approved and
adopted the 2017 Share Option Scheme (the “2017 Share
Option Scheme”) and the cancellation of the outstanding
share options (the “"Existing Options”) granted to
directors and employees of the Group to subscribe for a
total of 95,894,000 Shares under the 2009 Share Option
Scheme which have not been exercised or lapsed, subject
to the Existing Options being surrendered and cancelled.
The 2017 Share Option Scheme is administered by the
Remuneration Committee.

Purpose of the scheme

The purpose of the scheme is to enable the Company to
grant options to selected eligible participants as incentives
or rewards for their contribution to the Group and/or
to enable the Group to recruit and retain high caliber
employees and attract human resources that are valuable
to the Group and any invested entity of the Group.

The participants of the scheme

Any employee (whether full time or part time, including
any executive Director but excluding any non-executive
Director) of the Company, or any of its subsidiaries or
invested entities in which any member of the Group
holds any equity interest; or any non-executive Director
(including independent non-executive Directors) of the
Company, any of its subsidiaries or invested entities; or
any other person (including any employee or director of
any business counterparty) whom the Board considers, in
its sole discretion, has contributed or will contribute to the
Group.
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Share Option Schemes (Continued)

(A)

Share Option Schemes of the Company (Continued)

(2)

Summary of 2017 Share Option Scheme (Continued)
The total number of securities available for issue

The total number of the Shares in respect of which
options are issuable under the scheme and any other
share option scheme(s) of the Company is 500,099,950
Shares, representing 10.02% of the issued share capital
of the Company as at the date of this report.

The maximum entitlement of each participant under the
scheme

No eligible participant shall be granted an option if
exercised in full, would result in the total number of
Shares issued and to be issued upon exercise of the
options granted to such eligible participant (including both
exercised and outstanding options) in any 12-month period
exceeding 1% of the total number of Shares in issue.

Any further grant of options to an eligible participant which
would result in the Shares issued and to be issued upon
exercise of all options granted and to be granted to such
eligible participant under the 2017 Share Option Scheme
and any other share option scheme(s) of the Company
(including exercised, cancelled and outstanding options)
in the 12-month period up to and including the date of
such further grant representing in aggregate over 1% of
the Shares in issue shall be subject to the Shareholders’
approval in general meeting with such eligible participant
and his close associates (or his associates if the eligible
participant is a connected person) abstaining from voting.
The Company must send a circular to the Shareholders
containing the information required under the Listing
Rules. The number of Shares subject to the options to be
granted and the terms of the options to be granted to such
eligible participants shall be fixed before the Shareholders’
approval and the date of the Board meeting for proposing
such further grant should be taken as the date of grant for
the purpose of calculating the subscription price.
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(A)  Share Option Schemes of the Company (Continued)

(2)
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Summary of 2017 Share Option Scheme (Continued)
Time of exercise of option

An option is exercisable as set out in the offer of the
option, which shall, at the discretion of the Directors,
commence at any time on or after the offer date and
expire no later than the tenth (10th) anniversary of such
offer date.

Minimum holding period

The scheme does not contain any such minimum period.

The amount payable on acceptance of the option

Upon acceptance of the option, the option holder shall pay
HK$1.00 to the Company as consideration of the grant.

The basis of determining the exercise price

The subscription price in respect of any option under
the 2017 Share Option Scheme shall be such price as
determined by the Board in its absolute discretion at the
time of the grant of the relevant option but in any case
shall be at least the highest of (a) the closing price of the
Shares as stated in the Stock Exchange's daily quotations
sheet on the offer date, which must be a business day; (b)
the average of the closing prices of the Shares as stated
in the Stock Exchange's daily quotations sheets for the
five (b) business days immediately preceding the offer
date; and (c) the nominal value of a Share.
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(A) Share Option Schemes of the Company (Continued) (A ARABMERETE (B)
(2)  Summary of 2017 Share Option Scheme (Continued) (2) 2017 FEERFERTEINME (&)
The remaining life of the scheme FTEIer T F A
2017 Share Option Scheme will remain in force for a 2017 FHERR AT IR B A B
period of ten (10) years commencing on the date of the FrEIFNE AR AT (10
adoption of the scheme. Upon termination, no further F o FTEIRIERE - BARRE
options may be granted under the scheme. The details of FrEIBE—SELERE - K
share options granted by the Company under the 2017 NAEIRER 2017 FHERER S
Share Option Scheme to the Directors and employees of EERAEEEERTETRE
the Group to acquire the Shares were as follows: AR EBAR R RFIB AT -
Number of share options
BREHA
Balance Balance
Exercise asat  Granted Lapsed  Cancelled  Exercised asat
Type and number of  Date of Vesting Exercise price 1 January during during during during 31 December
remaining grantees  grant period period per Share 2018 theyear  theyear  theyear  the year 2018
Ra08& Hav18E
BTRRAR SR 1818 RER RER RER RER 128318
BAR%E RiLBH b ki it TR figh R b3l 2 % i)
HK$
A
3 Executive Directors
3LHTES
LIU Changle 201703.21 2017032110 2018.03.211t0 141 4,900,000 — — - — 4,900,000
YRy 20180320 20270320
01703212 201803212
20180320 20270320
CHUI Keung 201703.21 2017032110 2018.03.211t0 141 3,900,000 — — - — 3,900,000
E% 20180320 20270320
01703212 201803212
20180320 20270320
WANG JiYan 201703.21 2017032110 2018.03.21 10 141 3,900,000 — — - — 3,900,000
gz 20180320 20270320
01703212 201803212
20180320 20270320
LIU Diandian® 201703.21 2017032110 2018.03.21 10 141 120,000 - - — - 120,000
Bles 20180320 20270320
01703212 201803212
20180320 20270320
406 employees 201703.21 2017032110 2018.03.21t0 141 75,484,000 — (2,320,000 - — 73,164,000
106 % ER 20180320 20270320
01703212 201803212
20180320 20270320
Total:
&t 88,304,000 — (2,320,000) — — 85,984,000
# LIU Diandian is a daughter of LIU Changle. # PR REIREZ X5 o
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Share Option Schemes of the Company (Continued)

(2)

Summary of 2017 Share Option Scheme (Continued)
The remaining life of the scheme (Continued)

During the year, 2,320,000 share options granted to
16 employees were lapsed when they ceased their
employment with the Group.

Save as disclosed above, no share option had been
granted, exercised, lapsed or cancelled during the year.
No option was granted to the Directors, chief executives
or substantial Shareholders of the Company, or their
respective associates, or to the suppliers of goods or
services under the 2017 Share Option Scheme. No
participant was granted any option in excess of the
individual limit as set out under the 2017 Share Option
Scheme.

Share Option Schemes of the Subsidiaries of the
Company

(1)

PNM Share Option Scheme

On 20 June 2008, the Shareholders approved the share
option scheme of Phoenix New Media Limited (“PNM"),
a subsidiary of the Company (the “PNM Share Option
Scheme”).

Summary of PNM Share Option Scheme
Purpose of the scheme

The purposes of the PNM Share Option Scheme is to
recognise the contribution or potential contribution of the
executives, employees, directors, consultants, advisers,
agents, business partners, joint venture partners, service
providers and contractors of PNM and/or its affiliates by
granting options to them as incentives or rewards.
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Share Option Schemes (Continued)

(B)

Share Option Schemes of the Subsidiaries of the
Company (Continued)

(1)

PNM Share Option Scheme (Continued)

Summary of PNM Share Option Scheme (Continued)

The participants of the scheme

Subject to the terms of the PNM Share Option Scheme
and the Listing Rules and for so long as PNM remains a
subsidiary of the Company, the board of directors of PNM
(the “PNIM Board") may, at its absolute discretion (subject
to any terms and conditions as it may think fit) during
the scheme period, make offers to any eligible persons
to take up options. The eligibility of the eligible persons
is determined by the PNM Board with reference to their
past and expected commitment and contribution to PNM
and/or its affiliates.

The total number of securities available for issue

The total number of shares of PNM (the “PNM Shares")
available for issue under options which may be granted
under the PNM Share Option Scheme and any other share
option schemes of PNM shall not in aggregate exceed
10% of 320,000,000 of PNM Shares in issue on 20 June
2008, being the effective date of PNM Share Option
Scheme.

On 8 June 2012, the Shareholders approved to refresh
and renew the scheme mandate limit of the PNM Share
Option Scheme and any other share option schemes
of PNM to enable grant of further options to subscribe
for up to 31,410,107 Class A ordinary of PNM Shares,
representing 10% of Class A ordinary PNM Shares in
issue on 8 June 2012.
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Share Option Schemes of the Subsidiaries of the
Company (Continued)

(1)

PNM Share Option Scheme (Continued)

Summary of PNM Share Option Scheme (Continued)

The total number of securities available for issue
(Continued)

On 5 June 2014, the EGM of the Company passed the
refreshment of scheme mandate limit under the PNM
Share Option Scheme. Based on 284,014,925 Class A
ordinary PNM Shares in issue, the scheme mandate limit
has been “refreshed” to enable grant of further options
to subscribe for up to 28,401,492 Class A ordinary PNM
Shares, representing 10% of the Class A ordinary PNM
Shares in issue as at the date of the EGM.

On 20 October 2016, the Shareholders approved the
refreshment of the scheme mandate limit under the
PNM Share Option Scheme. Based on 256,335,266
Class A ordinary PNM Shares in issue, PNM may grant
further options to subscribe for up to 25,633,526 Class A
ordinary PNM Shares, representing 10% of the Class A
ordinary PNM Shares in issue on 20 October 2016, being
the date of the EGM at which the Shareholders approved
the above refreshment of mandate limit and the grant of
replacement options as set out in the Company's circular
dated 23 September 2016 (see also “Grant of replacement
options” below).
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Share Option Schemes (Continued)

(B) Share Option Schemes of the Subsidiaries of the
Company (Continued)

(1)

PNM Share Option Scheme (Continued)

Summary of PNM Share Option Scheme (Continued)

The maximum entitlement of each participant under the
scheme

Unless approved by the Shareholders and shareholders of
PNM (the “PNM Shareholders”) in the manner set out in
the PNM Share Option Scheme, the total number of PNM
Shares issued and to be issued upon the exercise of the
options granted and to be granted to any eligible person
(including both exercised and outstanding options) in any
12-month period up to and including the offer date shall
not exceed 1% of the PNM Shares in issue as at the offer
date.

Time of exercise of option

Pursuant to the PNM Share Option Scheme, options may
be exercised with its terms at any time during a period
as notified by the PNM Board to each eligible person in
the offer, provided that such period shall not be longer
than ten (10) years from the date of offer. The PNM Board
may also impose restrictions on the exercise of an option
during the period an option may be exercised.

The amount payable on acceptance of the option

Pursuant to the PNM Share Options Scheme, HK$1.00
(or foreign currency equivalent) is payable to PNM by the
eligible persons by 5:00 p.m. on the date specified in the
offer letter as the latest date for acceptance.

35 2018

BEFREE (125 BRAR

REPORT OF DIRECTORS

EEEHREE

mERcERT 2 (8)

(B) A AIME R RIHERERT S

(#&)

(1)

BRI ES (8)

BRI B R R A A AT BB 2
(&)

WRIFE & E 2 EAENRALRE

B IF AR N B R BT A B8 AR
(TREsHERER]) AREN
AR IR RS 31001 /O 77 U HE
e BARBEERBRENA
HIEM 128 A #3f - BiTER
BT RERTENEERAL
MBRE (BRETEMREAR
TTEBRE) ME BT RS
TTRREFHER MDA T
SHEREMNEEREZLHHH
EETEM1% °

TR IERR

RIFR B KRB ET S
BREATNARESHEBES
BHEENEEMATHEHME
A - BER IR B IERATE - %
BT SEBE0 A RER+
(10)%F - R RBESS I
B ITENHEAY
BRENITEELRS -

BB 950 R

RIFR B KRB ET S
BEBALERZLXAEH
BEMEBHONKERY T F5E
1E AT 1) JBL 237 % 58 =2 9 1.00 78
7t (HEEINE) -

121



Phoenix Media Investment (Holdings) Limited

Annual Report 2018

REPORT OF DIRECTORS
EEgREE

Share Option Schemes (Continued)

(B)

122

Share Option Schemes of the Subsidiaries of the
Company (Continued)

(1)

PNM Share Option Scheme (Continued)

Summary of PNM Share Option Scheme (Continued)

The basis of determining the exercise price

The option price shall be determined by the PNM Board
on a fair and reasonable basis, taking into consideration
the prevailing market condition, performance of PNM and
after having assessed the efforts, performance and/or
future potential contribution of the eligible person to the
success of the business and operations of PNM (and its
affiliates from time to time), which shall be no less than
the nominal value of the PNM Shares on the date of offer.

The remaining life of the scheme

The PNM Share Option Scheme will remain valid for
a period of ten (10) years commencing on 20 June
2008 save that PNM, by an ordinary resolution of
PNM Shareholders and an ordinary resolution of the
Shareholders (for so long as PNM remains a subsidiary
of the Company) in general meetings may at any time
terminate the operation of the PNM Share Option
Scheme.

Grant of replacement options

At the EGM of the Company held on 20 October 2016,
the Shareholders approved the proposed grant of options
under the PNM Share Option Scheme to holders of
existing options as replacement options beyond the
refreshed limit (i.e. 10% of PNM Shares in issue as at
the date of EGM on 20 October 2016). For details, please
refer to the Company'’s circular dated 23 September 2016.
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Share Option Schemes (Continued)

(B)

Share Option Schemes of the Subsidiaries of the

Company (Continued)

(1)

PNM Share Option Scheme (Continued)

Summary of PNM Share Option Scheme (Continued)

Grant of replacement options (Continued)

With the approvals of the board of directors and
shareholders of PNM, an option exchange program was
implemented from 21 October 2016 to 1 November 2016
whereby the directors, employees and consultants of
PNM exchanged options to purchase 21,011,951 Class A
ordinary of PNM Shares granted under the PNM Share
Option Scheme with various exercise prices greater
than US$0.4823 per share (or US$3.8584 per American
Depositary Share) for new options granted under the
PNM Share Option Scheme with a new exercise price of
US$0.4823 per share and a new vesting schedule that
generally adds 12 months to each original vesting date,
and the new options would vest no sooner than 1 May
2017

The remaining life of the PNM Share Option Scheme after
grant of replacement options

The PNM Share Option Scheme expired on 20 June 2018
and thus no further options will be granted thereunder, but
the provisions of the scheme in all other respects remain
in full force and effect, and the options granted during the
life of the PNM Share Option Scheme may continue to be
exercisable in accordance with the terms of issue thereof.
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(B) Share Option Schemes of the Subsidiaries of the (B) AARIMERRRERETE
Company (Continued) (%8)
(1) PNM Share Option Scheme (Continued) (1) BEFEEERETE (8)
Summary of PNM Share Option Scheme (Continued) BT R AR 2 2
(#&)
The remaining life of the PNM Share Option Scheme after B E AR IEE BT IR 2
grant of replacement options (Continued) FBIREFEIBR T2 FH ()
During the year ended 31 December 2018, 3,704,500 HZE2018F 12 A31 BHIEFE
options were granted to eligible persons consisting of 3,704,500 17 & R AR 15 B 2L
staff of wholly-owned subsidiaries of PNM under the HEEREASmaERAL
PNM Share Option Scheme; 4,823,106 options granted (PIERENEHEEEWNE AR
to 67 employees were exercised at a weighted average FET) & 4,823,106 17 %
market price of US$0.12; 3,933,599 options granted to T 67 %1E BRI RERER INET
42 employees lapsed and were cancelled. Details of the HMEI12ETTETE : BT
options granted under the PNM Share Option Scheme to 42 % {§ B 93,933,699 & A% 1Z
the employees of the Group are as follows: B AR FE8H o AR IR BB BT K
BERETEIRNAEEESR
HEEREENT
Number of share options
BREHR
Balance Balance
Type of Exercise as at Granted Lapsed  Cancelled  Exercised as at
remaining  Date of price per 1 January during during during during 31 December
grantees grant Exercise period PNM Share 2018 the year the year the year the year 2018
Bk R R2018%
BTARAL BBHER 1818 RER RER RER RER  12A318
F] RHRH 6 RATEE &8 b b3 e i &
US$
T

1,998,477
3375
16,500
4,000

Employees ~ 2008.0704  2008.0704-2018.05.25 0.03215
R 2008.0704  2008.08.28-2018.05.25 0.03215

2008.0704  2008.09.17-2018.05.25 0.03215

2008.0704  2008.10.22-2018.05.25 0.03215
2008.0704  2008.10.23-2018.05.25 0.03215 6,750
2008.0704  2008.12.24-2018.05.25 0.03215 3,750
2008.0704  2009.03.10-2018.05.25 0.03215 5,500
2008.0704  2009.03.17-2018.05.25 0.03215 2475
2008.0704  2009.03.31-2018.05.25 0.03215 3,000
2008.0704  2009.04.01-2018.05.25 0.03215 450
2008.0704  2009.04.07-2018.05.25 0.03215 3,000
2008.0704  2009.04.09-2018.05.25 0.03215 3,000
2008.0704  2009.05.19-2018.05.25 0.03215 7313
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PNM Share Option Scheme (Continued) (1) BEFEEERETE (8)
Summary of PNM Share Option Scheme (Continued) BT R AR 2 2
(&)
Number of share options
L HE]
Balance Balance
Type of Exercise as at Granted Lapsed  Cancelled  Exercised as at
remaining  Date of price per  1January during during during during 31 December
grantees grant Exercise period PNM Share 2018 the year the year the year the year 2018
Bk R R2018%
BTARAN BBHER 118 RER RER RER RER  12A318
£5l RHRH 6 RBEE g g 3 i il ge
US$
%
2008.0704  2009.05.26-2018.05.25 0.03215 33,087 - - - (33,087) -
2009.0731  2010.01.04-2018.05.25 0.03215 781,250 - - - (781,250) -
2009.0731  2010.02.16-2018.05.25 0.03215 100,000 - - - (100,000) -
2009.0731  2010.04.27-2018.05.25 0.03215 5,250 - - - 5,250) -
2009.0731  2010.05.18-2018.05.25 0.03215 96,001 - - - (96,001) -
2009.0731  2010.0710-2018.05.25 0.03215 61,600 - - - (61,600) -
2009.09.15  2010.09.15-2018.05.25 0.03215 441,800 - - - (441,800) -
2010.0108  2011.01.08-2018.05.25 0.03215 104,400 - - - (104,400) -
2010.0701  2008.03.05-2018.05.25 0.03215 111,000 - - - (111,000 -
20100701 2010.09.15-2018.05.25 0.03215 26,000 - - - (26,000) -
2010.0701 2011.0701-2018.05.25 0.03215 52,000 - - - (52,000} -
2013.03.15  2014.03.15-2023.03.14 0445925 4,156,100 — - - (250,000 3,906,100
2013.05.23  2014.05.23-2023.05.22 046565 2,900,000 - - — — 2,900,000
20131001 2014.10.01-2023.09.30 0.78670 6,082 - - — - 6,082
2016.10.17  201710.17-2026.10.16 047340 7288972 —  (1,660,495) — (3475000 5,280,977
2016.10.21  201705.01-2020.07.06 048230 13,912,807 — (818,104) - (310,628) 12,784,075
201709.14  2018.09.14-202709.13 041490 6,617000 —  (1,205,000) — (45,0000 52367000
201711.24 2018.11.24-202711.23 0.53440 538,000 - (50,000) - — 488,000
2018.01.03  2018.01.03-2028.01.02 048230 — 2,134,500 - — — 2,134,500
2018.0103  2019.01.03-2028.01.02 0.63260 — 1,180,000 - — — 1,180,000
2018.04.02  2019.04.02-2028.04.01 0.75130 — 390,000 (200,000) — — 190,000
Total:
&5 39,288939 3704500  (3,933,599) —  (4,823106) 34,236,734
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Share Option Schemes (Continued)

(B)
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Share Option Schemes of the Subsidiaries of the
Company (Continued)

(1)

(2)

PNM Share Option Scheme (Continued)

Summary of PNM Share Option Scheme (Continued)

Save as disclosed above, no option was granted to the
Directors, chief executives or substantial Shareholders,
or their respective associates of the Company, or to the
suppliers of goods or services under the PNM Share
Option Scheme during the year.

2018 PNM Share Option Scheme

On 6 June 2018, the Shareholders approved the 2018
PNM Share Option Scheme (the “2018 PNM Share
Option Scheme”).

Summary of 2018 PNM Share Option Scheme

Purpose of the scheme

The purpose of the 2018 PNM Share Option Scheme is to
recognise the contribution or potential contribution of the
executives, employees, directors, consultants, advisers,
agents, business partners, joint venture partners, service
providers and contractors of PNM and/or its affiliates by
granting options to them as incentives or rewards.
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Share Option Schemes (Continued)

(B) Share Option Schemes of the Subsidiaries of the
Company (Continued)

(2)

2018 PNM Share Option Scheme (Continued)

Summary of 2018 PNM Share Option Scheme (Continued)

The participants of the scheme

Subject to the terms of the 2018 PNM Share Option
Scheme and the Listing Rules and for so long as PNM
remains a subsidiary of the Company, the PNM Board
may, at its absolute discretion (subject to any terms and
conditions it may think fit) during the scheme period,
make offers to any eligible persons to take up options.
The eligibility of the eligible persons is determined by the
PNM Board with reference to their past and expected
commitment and contribution to PNM and/or its affiliates.

The total number of securities available for issue

The total number of PNM Shares available for issue under
options which may be granted under the 2018 PNM Share
Option Scheme and any other share option schemes of
PNM shall not in aggregate exceed 10% of 264,335,266
of PNM Shares in issue on 6 June 2018, being the
effective date of 2018 PNM Share Option Scheme.

The maximum entitlement of each participant under the
scheme

Unless approved by the Shareholders and PNM
Shareholders in the manner set out in the 2018 PNM
Share Option Scheme, the total number of PNM Shares
issued and to be issued upon the exercise of the options
granted and to be granted to any eligible person (including
both exercised and outstanding options) in any 12-month
period up to and including the offer date shall not exceed
1% of the PNM Shares in issue as at the offer date.
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Share Option Schemes (Continued)

(B) Share Option Schemes of the Subsidiaries of the
Company (Continued)

(2)

128

2018 PNM Share Option Scheme (Continued)

Summary of 2018 PNM Share Option Scheme (Continued)

Time of exercise of option

Pursuant to the 2018 PNM Share Option Scheme, options
may be exercised with its terms at any time during a
period as notified by the PNM Board to each eligible
person in the offer, provided that such period shall not be
longer than ten (10) years from the date of offer. The PNM
Board may also impose restrictions on the exercise of an
option during the period an option may be exercised.

The amount payable on acceptance of the option

Pursuant to the 2018 PNM Share Options Scheme,
HK$1.00 (or foreign currency equivalent) is payable to PNM
by the eligible persons by 5:00 p.m. on the date specified
in the offer letter as the latest date for acceptance.

The basis of determining the exercise price

The option price shall be determined by the PNM Board
on a fair and reasonable basis, taking into consideration
the prevailing market condition, performance of PNM and
after having assessed the efforts, performance and/or
future potential contribution of the eligible person to the
success of the business and operations of PNM (and its
affiliates from time to time), which shall be no less than
the nominal value of the PNM Shares on the date of offer.
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(B) Share Option Schemes of the Subsidiaries of the (B) AARIMERRAERETE
Company (Continued) (%8)
(2) 2018 PNM Share Option Scheme (Continued) (2) 2018 FREFIEEREAREE
(%)
Summary of 2018 PNM Share Option Scheme (Continued) 2018 R B s e Mg et &
BWIEE (&)
The remaining life of the scheme T8I N FE
The 2018 PNM Share Option Scheme will remain 2018 F BB\ ¥ B B B i 5t £
valid for a period of ten (10) years commencing on 1483 2018 4F 6 H 6 H#E&T1(10)
6 June 2018 save that PNM, by an ordinary resolution FRN—EHBW  EERBEFE
of PNM Shareholders and an ordinary resolution of the EREAREBARERIRR
Shareholders (for so long as PNM remains a subsidiary RIRRAE ERBEBRER
of the Company) in general meetings may at any time (REBEFHEENARARN
terminate the operation of the PNM Share Option BT - BB R EE Tk
Scheme. Fra LR ST se A i st & -
During the year ended 31 December 2018, 15,000 options HZE2018F 12 A31HILFE -
were granted to 1 employee. Details of the options B[4 & 8 # 15,0001 i
granted under the 2018 PNM Share Option Scheme to the AR o RIE 2018 F Bl B FTiE 88
employees of the Group are as follows: BRETE AR EERD
BIRBARESFIBLA T -
Number of share options
L HE]
Balance Balance
Type of Exercise as at Granted Lapsed  Cancelled  Exercised as at
remaining  Date of price per  1January during during during during 31 December
grantee grant Exercise period PNM Share 2018 the year the year the year the year 2018
Bk R R2018%
BTARAN BBHER 1818 RER RER RER RER  12A318
F] RHRH 6 RBEE &8 b b3 e i &
US$
T
Employee
EE 2018.0712  2019.07.12-2028.0711 0.63060 — 15,000 — — — 15,000
Total:
st — 15,000 - — - 15,000

Save as disclosed above, no option was granted to the
Directors, chief executives or substantial Shareholders,
or their respective associates of the Company, or to the
suppliers of goods or services under the 2018 PNM Share
Option Scheme during the year.
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Directors
The Directors during the year and up to the date of this report are:

Executive Directors:

LIU Changle (alternate director to CHUI Keung)

CHUI Keung (alternate director to LIU Changle)

WANG JiYan (alternate director to LIU Changle and CHUI Keung)

Non-executive Directors:

SHAYuejia (Resigned on 16 November 2018)
GONG Jianzhong

SUN Yanjun

XIA Bing

JIAN Qin (Appointed on 16 November 2018)

Independent Non-executive Directors:
LEUNG Hok Lim

Thaddeus Thomas BECZAK

FANG Fenglei

HE Di

Alternate Director:
LAU Wai Kei, Ricky (alternate director to SUN Yanjun)

Retiring Directors

Mr. LEUNG Hok Lim, Mr. FANG Fenglei, Mr. HE Di and Mr. XIA Bing
are nominated by the nomination committee of the Company (the
“Nomination Committee”) to stand for re-election at the 2019 AGM
in accordance with Article 87(1) & (2) of the Articles of Association.

The nominations were made in accordance with the selection criteria
and objectives set out in the Nomination Policy and Board Diversity
Policy. With regard to the independence of Mr. LEUNG Hok Lim
who has served the Board as an independent non-executive Director
for more than nine years and has made an annual confirmation of
independence pursuant to Rule 3.13 of the Listing Rules to the
Board, both the Nomination Committee and the Board are satisfied
with the valuable independent judgement, advice and objective views
given by Mr. LEUNG over the years. The Board is not aware of any
circumstance that might influence Mr. LEUNG's independence. Mr.
LEUNG, who is a member of the Nomination Committee, abstained
from voting at the committee meeting when his own nomination was
being considered.
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Confirmation of Independence

The Company has received from each of Mr. LEUNG Hok Lim, Mr.
Thaddeus Thomas BECZAK, Mr. FANG Fenglei and Mr. HE Di their
respective annual confirmation of their independence pursuant to
Rule 3.13 of the Listing Rules as at the date of this report and the
Company considers them to be independent.

Update on Directors’ Information Under Rule
13.51B(1) of the Listing Rules

Changes of Directors’ information which are required to be disclosed
pursuant to Rule 13.51B(1) of the Listing Rules are set out below:

LEUNG HOK LIM
Resignation
Fujian Holdings Limited — Independent non-executive director

SUN YANJUN

Redesignation

China National Building Materials Company — member of nomination
committee and remuneration and performance appraisal committee
TPG Capital — senior advisor

LAU WAI KEI, RICKY
Redesignation
TPG Capital — senior advisor

Save as disclosed above, there is no other information required to be
disclosed pursuant to Rule 13.51B(1) of the Listing Rules.

Directors’ Service Contracts

Mr. LIU Changle and Mr. CHUI Keung, the executive Directors, each
entered into a service contract with the Company for a term of three
years commencing from 1 July 2018 subject to termination by either
party giving to the other not less than three months' written notice.
None of the Directors proposed for re-election at the forthcoming
AGM has entered into any service contract with the Company which
is not determinable by the Company within one year without payment
of compensation.

The terms of office of each of the executive Directors (other than the
chairman of the Board), non-executive Directors and independent
non-executive Directors are subject to retirement by rotation in
accordance with the Articles of Association and the Company’s own
code on corporate governance.
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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.

Directors’ Permitted Indemnity Provision

As permitted by the Articles of Association, every Director is entitled
to be indemnified out of the assets and profits of the Company
against all actions, costs, charges, losses, damages and expenses
which he may sustain or incur in or about the execution of the duties
of his office or otherwise in relation thereto, provided that such
indemnity does not extend to any matter in respect of any fraud or
dishonesty by such Director. Such provision has been in force for the
benefit of the Directors throughout the year and up to the date of this
report.

The Company has taken out and maintained Directors’ liability
insurance throughout the year, which provides appropriate cover to
the Directors.

Directors’ and Chief Executives’ Interests in
Securities

As at 31 December 2018, the interests and short positions of
the Directors and chief executives of the Company in the shares,
underlying shares and debentures of the Company or any 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 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 such Directors or chief
executives were taken or deemed to have under such provisions
of the SFO); or which were required, pursuant to section 352 of
the SFO, to be entered in the register referred to therein; or which
were required, pursuant to the Model Code as set out in Appendix
10 of the Listing Rules to be notified to the Company and the Stock
Exchange, were as follows:
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Directors’ and Chief Executives’ Interests in BENERETHABN:
Securities (Continued) = (8)

(1) Long position in the Shares and underlying Shares of the (1)  RARRFIRMN RABBRDETE

Company (excluding share options) (T BIEERE)
Ordinary shares of the Company ZN/NSIE LS
Number of ordinary shares held
FEEBEREA

Approximate
shareholding
percentage
as at
Personal/ Corporate Total 31 December
Name other interest interest interest Position 2018
R2018 F
12A3182
BA BEA IR RE

& HibfEz= ATFERE RDEE B¥e B

LIU Changle (Note 2) 2,688,000 1,854,000,000 1,856,688,000 Long 37.18%

BIRE (Hi:t2) HE

Notes: Bat -

1. As at 31 December 2018, the number of the issued Shares was 1 F2018F 12 H31 H - KA FAE#
4,993,469,500. 7TRR 17 21 H /3 4,993,469,500 /%

2. As at 31 December 2018, Mr. LIU Changle was the beneficial 2. K2018F 12 A31H » BIRZ ;£
owner of 100% of the issued share capital of Today's Asia A5 HEMNERARI100% 2 #7T
Limited, which in turn had an interest in approximately 3713% of BRANERHEABA » Mz 2 A A
the issued share capital of the Company. BHI3713% B9 RN R]E BITHRAHE
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Directors’ and Chief Executives’ Interests in BEENEETBABRESFNRE
Securities (Continued) @ (48)
(2) Long position in the shares and underlying shares of an (2) RARREEEEBR RS RAEER
associated corporation of the Company MEEFE
PNM BlE e
Number of class A ordinary of PNM Shares
BEFERBAEZERER
Approximate
shareholding
percentage
as at
Personal/ Corporate Total 31 December
Name other interest interest interest Position 2018
2018 F
12A31H
BA~ ZEA IR
i HithigEzs ARER PR B¥e Bkt
LIU Changle (Note 3) — 1,483,200 1,483,200 Long 0.56%
2IREE (K757 3) e
Notes: Bifa
1. As at 31 December 2018, the number of the issued Class A 1. R20184F 12 A31H + EIAFEEE
ordinary PNM Shares was 264,335,266. 7T AKX E AR B B /264,355,266
o
2. PNM is a non-wholly owned subsidiary of the Company. 2. BEFIREAARNAFEENBE L
7o
3. As at 31 December 2018, Mr. LIU Changle was the beneficial 3. R2018F 12 A31H » BIR&% %4
owner of 100% of the issued share capital of Today's Asia #SHEMBERAA100% B #FH7T
Limited, which in turn had an interest in approximately 0.56% of BANEGHEBA - Mz A8
the issued class A ordinary of PNM Shares. BEENIREE BFTAEETBRAY

0.56% 1z ©
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(3) FEAHE

Underlying
Shares
pursuant

to the share

Exercise options as at
price per 31 December
Name Date of grant Exercise period Share 2018
#2018 F
12A31H
BEBREN
®E RHEAH 1T BRITEE R
HK$
BT
3 Executive Directors
SHBHITES
LIU Changle 2017.03.21 2018.03.21 to 2027.03.20 1.41 4,900,000
ZIRE 2018.03.21 & 2027.03.20
CHUI Keung 2017.03.21 2018.03.21 to 2027.03.20 1.41 3,900,000
E 2018.03.21 & 2027.03.20
WANG JiYan 2017.03.21 2018.03.21 to 2027.03.20 1.41 3,900,000
THE 2018.03.21 & 2027.03.20
LIU Diandian* 2017.03.21 2018.03.21 to 2027.03.20 1.41 120,000
2% 2018.03.21 & 2027.03.20

# LIU Diandian is a daughter of LIU Changle

Save as disclosed above, so far as the Directors are aware, as at
31 December 2018, none of the Directors and chief executives
of the Company had any interest or short positions in the
shares, underlying shares and debentures of the Company or
any associated corporations (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 were taken or deemed to have
under such provisions of the SFO), or which were required,
pursuant to section 352 of the SFO, to be entered in the
register referred to therein, or which were required, pursuant
to the Model Code of the 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 2009 Share Option Scheme and 2017 Share
Option Scheme, the relevant committee responsible to administer the
share option schemes 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.

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 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 2018, so far as is known to the Directors and
the chief executive of the Company, 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:

(1) Long positions of substantial Shareholders in the Shares
of the Company

SEBARD R RER)

R #5 2009 FFEEAR AT 8 2 2017 FEE AR AE AT
&R - BETEZSBIETSIMAME
SenMNEEFEAR AR AEBERKER
AIE TN EMEE (BEEARITES) BN
Al REBAR (D BB AR FE o IRIBREIRAEST BRI AE
ROMBRESRNKRNHEE @ e T8
BARREIEETIRAE 10% ©

BRANS P 58 S B AR R R A T A P
TTRASBEREIEIN  AARHAEH
PRSI B A R A B R a2 8
FISEMREE  BEEEHFEENHBEAR
BBBARRRSHALMEA A BB
BRI o

T E2RRNAR RN MARRIR
VR Kox =R

R2018F 12 A31H AR R EE K
BITBRABMHA  BE (TBEARRES
ME&EEITBAE) R a) s H A iEE
B (TERFHRBEKOIEXVED) BRH
KRB P A R IEE H KA E 501 5
XVEEIE 2 REIDHE MR E KR
BT A MBERNARRIRIEE 5N S %
BIEE 336 IFIF BB LML AR A RIIRE
BH RS SN 362 ETFE B MR
T

(1) EERRAAAFEBRTLT
B

Approximate
shareholding

percentage

as at

Number of 31 December

Name of substantial Shareholders Shares 2018

A 2018 &

1283182

FTERRER ROEE HAREEIL

Today's Asia Limited (Note 2) SBIMNERAT (Hit2) 1,854,000,000 37.13%
Extra Step Investments Limited  Extra Step Investments Limited

(Note 3) (B15£3) 983,000,000 19.69%

TPG China Media, L.P. (Note 4) TPG China Media, L.P (#7371 4) 607,000,000 12.16%
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Substantial Shareholders’ Interests and Short
Positions in the Shares and Underlying Shares of
the Company (Continued)

(1) Long positions of substantial Shareholders in the Shares (1) EZRENAQ T EBLF LT
of the Company (Continued) B (&)
Notes: BaT -

As at 31 December 2018, the number of issued Shares was
4,993,469,500.

Today's Asia Limited is 100% beneficially owned by Mr. LIU
Changle.

Extra Step Investments Limited is a wholly-owned subsidiary
of China Mobile (Hong Kong) Group Limited (“CMHKG") which
in turn is a subsidiary of China Mobile Communications Group
Co., Ltd. (“CMCC"). By virtue of the SFO, CMCC and CMHKG
are deemed to be interested in the 983,000,000 Shares held by
Extra Step Investments Limited. Mr. JIAN Qin and Mr. XIA Bing,
both non-executive Directors, are respectively vice president of
CMCC and director and deputy general manager of China Mobile
Communication Company Limited, and general manager of the
Marketing Department of CMCC.

TPG China Media, L.P is controlled by TPG Asia Advisors VI
DE, Inc., which in turn is ultimately controlled by Mr. David
BONDERMAN and Mr. James G. COULTER. By virtue of the
SFO, TPG Asia Advisors VI DE, Inc., Mr. David BONDERMAN
and Mr. James G. COULTER are all deemed to be interested
in the 607000,000 Shares held by TPG China Media, L.R Mr.
SUN Yanjun and Mr. LAU Wai Kei Ricky, being the non-executive
Director and alternate Director respectively, are both senior
advisors of TPG Capital.

=

H2018F 12 A31H » ARAZE
BEITHR 17 21 B #34,993,469,500/% °

2. SHEMNERAGIREIRELLE
B 100% 1S ©

3. Extra Step Investments Limited
RPBEIBE (F¥) £EHRAA
([FEHEEER]) WEENE
QA MHBBEEEERFER
BB EEERAR ([HEBEHE
=EE]) B E LA o IRIRFF
REGIED - P B EEEERT
BEEEEE WL RV B Extra
Step Investments Limited BT # &
983,000,000 I8 IR 17 # 75 o K21
AT EFERE) S £ R Bk
7351l 737 B B i (5 5 B B 4R A HE B
HEBERIEARA FEEREIE
I U RAPBE G EE T IS
EEPAEAETE -

4. TPG China Media, L.P #1 TPG Asia
Advisors VI DE, Inc. #£ #l - i TPG
Asia Advisors VI DE, Inc. Bl/# David
BONDERMANZE 4 J}James G.
COULTER st AE B 485 1] » 1R 15 3%
% R EIEEH] - TPG Asia Advisors
VI DE, Inc. ~ David BONDERMAN
5 4 K James G. COULTER %t 4
18 BB B TPG China Media,
L.P AT %/ #9607,000,000 A2 & 17 9

Eon o ANAIFERITEFHRIE L
FERETEFZERLEHYBTPG
Capital Z iR EfH o
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Substantial Shareholders’ Interests and Short
Positions in the Shares and Underlying Shares of
the Company (Continued)

TERRNAA R MAEREIR

g NokRE ()

{0 EY

2)  Long position of other person in the Shares of the (2) HiATRAQRERBRF LT
Company 2
Approximate
shareholding
percentage
as at
Name of other person who Number of 31 December
has more than 5% interest Shares 2018
#2018 F
BFHEEIB5%EREM 12A3182
Hih A+ A8 ROBE HBMAREEIL
China Wise International Limited ZEEEIR AR A F]
(Note 2) (Biat2) 412,000,000 8.25%
Notes: Bifat -
1. As at 31 December 2018, the number of issued Shares was 1. H2018F 12A31H  XAalE#
4,993,469,500. 771721 B /3 4,993,469,500 % °
2. China Wise International Limited is a wholly-owned subsidiary of 2. # 55 B B A R 2 & JiCultural

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
Huijin Investments Limited. By virtue of the SFO, Central Huijin
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. Mr. GONG Jianzhong,
non-executive Director of the Company, is a chairman of the
board, executive director and chief executive officer of Bank
of China Group Investment Limited and a director of a number
of companies controlled by Bank of China Group Investment
Limited or in which Bank of China Group Investment Limited has
an interest.

Save as disclosed above, there was no person (other than the
Directors or the chief executives of the Company) known to the
Directors or the chief executives of the Company, who, as at 31
December 2018, had an interest or short position in the Shares,
underlying Shares or debentures of the Company which would fall
to be disclosed to the Company under the provisions of Divisions 2
and 3 of Part XV of the SFO and were required to be entered in the
register kept by the Company pursuant to section 336 of the SFO.
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B850 FRIESIREFREF
nal PERITRHBRAA]
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Developments Limitedtg # 8 74
FEEHEABARBRARIAIFER
412,000,000 R B& 17 6 K 22 = AN 2
AIFEHITE FEEE R SRR
EREFRABIMEER - I7TE
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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.

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:

F$7 2018 BEFREE (125 BRAR

REPORT OF DIRECTORS
EEEREE

R
HE
op>
2F

N ERT L TS RARBE

RE
A EARNMNEEREENS

ZAN/NC
il

N

TRHERLERP

AEENTEHEALESRREPEEF
NEERBRIEEFOLLMT ¢

2018 2017
20185 2017 &

Programme purchases &nE RS
— the largest supplier — BAHER 15% 25%
— five largest suppliers — ERHEER 38% 66%

Sales HE

— the largest advertising end-customer — RRNEERKREP 2% 3%
— five largest advertising end-customers — BEREERKREP 8% 9%

None of the Directors, the chief executives, or their close associates,
or any Shareholders (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.

Continuing Connected Transactions

During the year ended 31 December 2018, the Group had conducted
certain continuing transactions with connected persons of the Group
as defined in Chapter 14A of the Listing Rules to be reported in this
section.

The following transactions constituted non-exempt continuing
connected transactions subject only to the reporting, announcement
and annual review requirements as defined under Chapter 14A of the
Listing Rules.

EE  BeTRABSRESENERHEANR
Efé%ﬁﬁ%ﬂ%ﬁﬁ 5% LA 7R A R B B TR AR
AR R ERES bl BHEFKES
BB mER o

RS

REZE2018F 12 A31 BILFE - KAEED
mAEEEEALT (EXE LETREIFE14A
) EITAMRENE THERS -

THRZBERTEREBEBEETHE
ERFERERTE (EERLLEMREE 14A
) WEBERERS
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Continuing Connected Transactions (Continued)
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LED Panel Advertisement Agreements

B EETEEREARMNBR AR (Phoenix Metropolis Media
Technology Company Limited) (“Phoenix Metropolis”),
entered into various agreements relating to the continuing
connected transactions (the “PMM CCT") in relation to the sale
of advertising airtime on the LED Panels operated by or licensed
to Phoenix Metropolis and/or its subsidiaries in the PRC with
CMCC and its associates (collectively the “CMCC Group”) for

promoting the CMCC Group covering various periods.

FERERS (B)

|.  LEDZETRREEWZ

BESHEEROERRR (TR
BE W) mhBEmE s L e
A (S [HBBEE]) T2

ETRF O

NEEBLER

ERERT K, ok EL BB R R BT AR
B IR LED BUR ST B S B ERAT
Y FERERS ([REESHFERE
BEXS]) NEEHETBHEES

B -
Agreement &
The Other Announcement Actual Usage Annual/
Contracting Party Agreement Date Term in 2018 Term Cap
R2m8% £/
HATTRTE ] BERAERH HIR ERBATE HAR LR
RMB RMB
AEH ARH
MIGU Cultural and Technology ~ MIGU Advertising 201703.21 2017.03.21 to 0 3,800,000
Co., Ltd. ("MIGU") Contract 2018.03.20
BRI SUE R BR A REESER 201763A 218 201743A210%
([mRmE 1) 20183 4208
2nd MIGU Advertising 2017.09.26 201709.26 to 1,090,000 8,540,000
Contract 2018.09.25
FIREESAR 201769261 2017F9H26R%
201879 4258
2018 MIGU 2018.03.19 2018.03.19 to 2,712,300 14,520,000
Advertising Contract 2019.03.18
2018 FREESER 2018F3 A 19H 2018F3F19R%
201963 A 18H
China Mobile Communication 2017 CMC Outdoor 201705.18 2017.05.18 to 3,130,000 13,130,000
Co., Ltd.) ("CMC") Advertising Contract 2018.03.31
HEBHBREFRAR 2017 FHREBHFI 201795 H 181 20175 18AE
((HEBD]) EEER 20183 A31H
China Mobile Group Device 2017 CMGD Outdoor 201707.06 2017.07.06 to 1,060,000 5,970,000
Co., Ltd. ("CMGD") Advertising Contract 2018.03.31
HEBHEEEESRERAT  2017FRBBKSPN  2017F7H6H 2017F7A6BE
((HBBRIE]) EEER 20183 A31H

(The Annual/Term Cap and the Actual Usage in 2018 displayed

herein are all sales tax inclusive)

(bt EXRBRHFE, B LR R
2018 FERBRHBIEHER)
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Continuing Connected Transactions (Continued) FHERERS (BB)
I.  LED Panel Advertisement Agreements (Continued) |.  LEDFETRRESHE (8)
As announced on 28 May 2018, the Company considers that 20185 A28 A EFrl - AR
the transactions between Phoenix Metropolis and the CMCC AR AREE TR EEE 2 F
Group constitute an important and integral part of the business RGEKRET 2 EFBBENEE LT
alliance between them and the operation of advertising airtime Al MAEK D - MEEPEP
and placing of advertisement on the outdoor LED panels SNEDBETRZEERBRRENES
services in the PRC would strengthen the Group’s competitive XA YR RN EEN TS S
position in the market. The Company therefore applied for and Lo B ARBIE MR FTERBR
the Stock Exchange granted to the Company a waiver from % MEERMINE S TR - AER
strict compliance with the requirement under Rule 14A.34 and DA EBEEST LT AR RIEE 14A.34
Rule 14A.51 of the Listing Rules to enter into a framework 16 X2 3 14A B IR R #R 7E T 4 — B gA
agreement with the CMCC Group at the outset covering all ThE RS B R B RT L AE LR W LA 4B IS
PMM CCT from 1 January 2018 to 31 December 2020. For the 201841 A1 H #& £20204 12 A 31
year ended 31 December 2018, the advertising sales between Bit2HERESTmBERERS - &
Phoenix Metropolis and the CMCC Group amounted to Z2018F 12 A3 HIEFEE © BRA#
approximately HK$27687207. mERBE SRR HNESHEOE
27687207 & 7TT °
Agreement &
The Other Announcement Actual Usage 2018 Annual
Contracting Party Transaction Date Term in 2018 Cap
R2018 % 2018
HtiTa A b BERAEEA HR EREHATE FELR
RMB RMB
ARH ARH
CMCC Group PMM CCT 2018.05.28 2018.01.01 to 27687207 40,000,000
2020.12.31
mEEEE BE#THERERS 2018554280 2018F1A1HE
2020512 A31H
[l. TV Channel Advertisement Agreement . ERBPEES R
Phoenix TV, through Shenzhou Television Company Limited EEERE B MNERBRAT ([
(“Shenzhou"”) acting as its agent, entered into a framework M) (HERRIE) B EEEERAT
agreement with CNHK Media Limited (“CNHK Media’ acting (ThBEE] REFBBEEDOF
for the benefit of the CMCC Group) for the sale of advertising =) Rl ER B - AR AL EE
airtime at the Phoenix Chinese Channel and the Phoenix BERP XA REEFEEMANE
InfoNews Channel for the promotion of the CMCC Group for ERE - NEEHEETBHEE - B
the period from 2 February 2018 to 31 December 2018. [R 3201842 A2 H # £20184F 12

A31HIE-
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Continuing Connected Transactions (Continued)

[I. TV Channel Advertisement Agreement (Continued)

FERERS (B)

Il BERBEERSHHE (B)

Agreement &

The Other Announcement Actual Usage
Contracting Party Agreement Date Term in2018  Annual Cap

R2018 5
HiTTRA E BERAERH B ERBATE FELR
RMB RMB
ARE ARE
CNHK Media 2018 CNHK 2018.02.02 2018.02.02 to 16,806,895 40,000,000

Advertising Contract 2018.12.31
B 018FHEERESAR 20182 A2H 201852H828%

The following transactions constituted non-exempt continuing
connected transactions subject to the reporting, independent
shareholders’ approval and annual review requirements as defined
under Chapter 14A of the Listing Rules.

[lI.  New Media Platform Services Transactions

The Company expected PNM and its subsidiaries ("PNM
Group”) would, in the ordinary and usual course of business,
enter into continuing connected transactions (the “New Media
CCT") in relation to provision of website portal, value-added
telecommunications, promotional and ancillary services by and
to PNM Group to and by CMCC Group for the three years from
1 January 2016 to 31 December 2018. The Company applied
for and the Stock Exchange granted to the Company a waiver
from strict compliance with the requirement under Rule 14A.34
and Rule 14A.51 of the Listing Rules to enter into a framework
agreement with the CMCC Group at the outset covering all of
New Media CCT. Independent shareholders’ approval for the
New Media CCT was also obtained at the extraordinary general
meeting of the Company held on 4 December 2015.

201812 A31H

T S1EH T2 ARG THE - B
REMERFRFECHT (EERLTHA
F14AE) MIFHEBER S °

. FEBYEaRBERS

RARFEEAE BT EE R E B A ]
((BEFREER]) TAE L —MKE
HBEFR - B 2016F1 A1 HRR
Z2018F 12 31 HIE =% - BLEH
HEEEERT e BERE T RRE
AP - BAIGE - HEMETR
I IHERER S ([ #iREISERS
EX5]) o AQEE MBRFTHGBR
% MERFINE4 TEAR - BN
NEVERIEEST AR R 14A. 34 1%
K2 14A 51 (ERIFRTE Mt —FAsa Rt
PEEEER LIERBEABE Y
IR HERERS - BUBREINE
R2015F 12 A4 B BT AR A
REFRARE IR ERHERER

5
Agreement &
The Other Announcement Actual Usage 2018
Contracting Party Transaction Date Term in2018  Annual Cap
R2018 58 2018
2t TRA x5 BERAERS HR BEAME FELR
RMB RMB
ARH ARE
CMCC Group New Media CCT 2015.11.06 2016.01.01 to 153,699,722 315,000,000
2018.12.31
hESREEE MEBRERERS 20155 11 A6 B 2016F1A1HZ
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Continuing Connected Transactions (Continued)

The Connected Relationships

1.

CMHKG, a subsidiary of CMCC, is a substantial shareholder of
the Company holding approximately 19.69% of the issued share
capital of the Company through its wholly-owned subsidiary
Extra Step Investments Limited. Therefore, the CMCC Group,
including MIGU, CMC and CMGD are connected persons of
the Company under the Listing Rules. As such, the transactions
respectively contemplated under the MIGU Advertising
Contract, 2nd MIGU Advertising Contract, 2018 MIGU
Advertising Contract, 2017 CMC Outdoor Advertising Contract,
the 2017 CMGD Qutdoor Advertising Contract and the PMM
CCT as well as the New Media CCT are continuing connected
transactions under Chapter 14A of the Listing Rules.

CNHK Media entered into contracts with a subsidiary of CMCC
in the PRC relating to and including the purchase from the
Group of advertising airtime at the Phoenix Chinese Channel
and the Phoenix InfoNews Channel for the benefit and on
behalf of the CMCC Group covering the period under the
2018 CNHK Advertising Contract. CNHK Media is therefore
considered a deemed connected person of the Company under
Rule 14A.20(1) of the Listing Rules. As such, the transactions
contemplated under the 2018 CNHK Advertising Contract are
continuing connected transactions under Chapter 14A of the
Listing Rules.
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1.

PREESEE (WRBEENM
BAR]) BBE2EN B A A Extra
Step Investments Limited# & &~ &
AR BITRAL19.69% + BAAF
WEZERR - B - RIELETRE -
FRBEE (BIEKY - PEBE) -
PR ERE) RAAFIEATLT - )
gt RIE LR 4AE - K ES
& B_HREESEER - 20184
BKIEEEAR - 2017 FHRRBEH I
BEAR - 2017 FHBEKm P INE
HERREBEITRHEBRERS -
MR ERER S SE N

hEEHEEEPBEEETTHM
—BWB AR AR REE
(L eE) ARBHEEMNF &L
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FERHEREMENESRKE - RE
2018 F AR BEMES A R T AR -
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IR GEX ETRAE VAERFE
RER S o

143



Phoenix Media Investment (Holdings) Limited Annual Report 2018

REPORT OF DIRECTORS
EEgREE

Continuing Connected Transactions (Continued)

The independent non-executive Directors had reviewed the aforesaid
continuing connected transactions and confirmed that:

1. the transactions were entered into by the relevant member of
the Group in the ordinary and usual course of its business;

2. the transactions were entered into either on normal commercial
terms or better, on an arm’s length basis or terms no less
favorable to the Group than terms available to or from
independent third parties; and

3. the transactions were entered into in accordance with the
relevant agreements governing them on terms that are fair and
reasonable and in the interests of the Shareholders as a whole.

The Company’s auditor was engaged to report on the Group's
continuing connected transactions in accordance with the Hong Kong
Standard on Assurance Engagements 3000 (Revised) “Assurance
Engagements Other Than Audits or Reviews of Historical Financial
Information” and with reference to Practice Note 740 “Auditor’s
Letter on Continuing Connected Transactions under the Hong Kong
Listing Rules” issued by the Hong Kong Institute of Certified Public
Accountants. The auditor has issued an unqualified letter to the Board
of Directors containing the findings and conclusions in respect of
the continuing connected transactions disclosed by the Group on
pages 139 to 144 of this report in accordance with Rule 14A.56 of
the Listing Rules. A copy of the auditor’s letter has been provided by
the Company to the Stock Exchange. The Company confirmed that
during the year ended 31 December 2018, there was no continuing
transaction which could become a continuing connected transaction.

Save as disclosed above, none of the related party transactions (as
defined in HKAS 24 — Related Party Disclosures) entered into by the
Group during the year ended 31 December 2018 disclosed in Note
41 to the consolidated financial statements falls under the scope of
connected transaction or continuing connected transaction as defined
in Chapter 14A of the Listing Rules which is subject to the reporting,
announcement or independent shareholders’ approval requirements
under Chapter 14A of the Listing Rules.
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Contractual Arrangements of PNM Group

Foreign investment in the internet and mobile services industries is
currently prohibited or restricted in China. The internet business of the
Group in China is operated by PNM through contractual arrangements
with the legal shareholders of its variable interest entities, among
others, Beijing Tianying. The Group does not have equity interests in
Beijing Tianying or its subsidiaries. However, as a result of a series of
structured contracts (the “Structured Contracts”) entered into on 31
December 2009 by a subsidiary of PNM, Fenghuang On-line (Beijing)
Information Technology Company Limited (“Fenghuang On-line"),
the Group has become the primary beneficiary of Beijing Tianying
and its subsidiaries and account for them as its indirect subsidiaries
under Hong Kong Financial Reporting Standards (the “HKFRS").
As at the date of this report, Beijing Tianying is 51% owned by
Mr. QIAO Haiyan and 49% by Mr. GAO Ximin respectively, and
the permitted business items of Beijing Tianying includes: internet
information services (excluding information on news, publishing,
education, medical health, medicine, medical devices); internet
advertising via www.ifeng.com; information services of category
Il value-added telecommunications services (excluding fixed line
telephone information services and internet information services);
production and publishing of animation, television entertainment,
feature; distribution of published books and journals via internet
(including mobile network), publishing of internet game and mobile
game; performance agency; retail of books, newspaper, journals,
electronic publications and audiovisual products. Whereas the general
business items of Beijing Tianying includes: technology development,
technology consulting; design, production, agent, publishing of
advertisement; organizing cultural exchange activities; organizing
exhibitions; enterprise planning; economy and trade consulting; lease
of computer and communications equipment (excluding those items
without the administrative licensing).

The Group has consolidated the financial results of Beijing Tianying
and its subsidiaries in its consolidated financial statements in
accordance with HKFRS. In 2018, Beijing Tianying and its subsidiaries
accounted for 14.9% of the total revenues and 10.7% of the total
assets of the Group.
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S STER KB REBHEE GRIUST
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REBDRIBEEEVEREERNEEZAM
BHREAPHILRREREWNE QB 2875
EEEAEARER - R2018F - bmRB LA
MEBARMEAEENAKRARBEED R
14.9% 5.10.7% °
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Contractual Arrangements of PNM Group
(Continued)

The Group has evaluated the relationship among PNM, Fenghuang
On-line and Beijing Tianying in accordance with HKFRS. Pursuant
to the Voting Right Entrustment agreement, PNM has obtained
power, as granted to the legal shareholders by the applicable PRC
law and under the articles of association of Beijing Tianying, to direct
all significant activities of Beijing Tianying, which include but are
not limited to budgeting, financing, and making other strategic and
operational decisions, and will significantly impact Beijing Tianying's
economic performance. Pursuant to the Exclusive Technical licensing
and service agreements and other agreements, PNM has the right
to receive benefits of Beijing Tianying in the form of technical service
fees, which could potentially be significant to Beijing Tianying's net
income. In addition, PNM has the right to receive all the residual
assets of Beijing Tianying through exercise of the Exclusive Option
agreement. As a result, the Group, through PNM and Fenghuang On-
line, is considered the primary beneficiary of Beijing Tianying and
therefore includes Beijing Tianying's assets, liabilities and operating
results in its consolidated financial statements. With the contractual
agreements with Beijing Tianying, the Group has the power to
direct the activities of Beijing Tianying, and can freely have assets
transferred out of Beijing Tianying’s without any restrictions.

Details of the Structured Contracts and the related information were
set out in the Company’s announcement dated 9 November 2009 (the
“Company’s Announcement”).

There were no material changes to the Structured Contracts and/or
the circumstances under which they were adopted, nor was there
any unwinding of them or of a failure to do the same due to the
restrictions that led to their adoption being removed.
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Contractual Arrangements of PNM Group
(Continued)

The reasons for using the Structured Contracts were disclosed in the
sub-section headed “Reasons For And Benefits Of The Acquisitions”
under the section headed “Reasons For And Benefits Of The
Transaction” of the Company’s Announcement.

The major risks associated with them include, among others:

1.

If the PRC government finds that the agreements that
establish the structure for operating its businesses in China
do not comply with PRC governmental restrictions on foreign
investment in internet businesses, or if these regulations or
the interpretation of existing regulations change in the future,
the Group would be subject to severe penalties or be forced to
relinquish its interests in those operations.

The Group relies on contractual arrangements with Beijing
Tianying in China, and their legal shareholders, for its business
operations, which may not be as effective in providing
operational control or enabling us to derive economic benefits
as through ownership of controlling equity interest.

The legal shareholders of Beijing Tianying may have potential
conflicts of interest with the Group.

For details of the above-mentioned risks during the reporting
period, please refer to “ltem 3. Key Information — D. Risk
Factors — Risks Relating to Our Corporate Structure” of
the 2016 Annual Report of PNM disclosed on its website
ir.ifeng.com.

The Group also noted on 19 January 2015, the Ministry of
Commerce of the PRC released on its website for public
comment a proposed PRC law (the “Draft FIE law") that
appears to include variable interest entities within the scope
of entities that could be considered to be foreign invested
enterprises that would be subject to restrictions under existing
PRC law on foreign investment in certain categories of industry.
The Group is not aware of any progress of legislation of the
Draft FIE law but will continuously closely monitor any progress.
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Competing Business

During the year ended 31 December 2018 and up to the date of this
report, none of the Directors had any interests in a business which
competes or was likely to compete, either directly or indirectly, with
the business of the Group and which was required to be disclosed
pursuant to Rule 8.10 of the Listing Rules.

Advances to an Entity

Details of the relevant advances to an entity from the Group are set
out in Note 22 to the consolidated financial statements.

Corporate Governance

A report on the principal corporate governance practices adopted by
the Company is set out on pages 64 to 85 of this report.

Public Float

Based on the information that is publicly available to the Company
and within the knowledge of the Directors, the Company has, during
the year and up to the date of this report, maintained a public float of
not less than 25% of the total issued share capital of the Company as
required under the Listing Rules.

Audit Committee

The Audit Committee had reviewed the Group's annual results for the
year ended 31 December 2018 and provided advice and comments
thereon.

Auditor

The consolidated financial statements for the year have been audited
by PricewaterhouseCoopers who will retire, and being eligible, offer
themselves for re-appointment at the forthcoming AGM.

On behalf of the Board

LIU Changle
Chairman

Hong Kong, 26 March 2019
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