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CONFIDENTIAL

URGENT
BY HAND

1 April 2015

Asia Television Limited,
25-37 Dai Shing Street,
Tai Po Industrial Estate,
Tai Po, New Territories,
Hong Kong.
(Atin.: Mr. Ip Ka Po
Executive Director and Senior Vice President)

Dear Sirs,

Asia Television Limited (“ATV*>)’s
Application dated 29 November 2013 for Renewal of its
Domestic Free Television Programme (“free TV*) Service Licence
(*Renewal Application™)

We refer to the Renewal Application and our related letter of
26 February 2015 (“our Feb Letter”). Our Feb Letter required that ATV must
submit to the Chief Executive (“CE”) in Council, by 31 March 2015, concrete
proposals (with implementation timetable) on the transformation as refeired to
in the letter of 2 January 2015 issued by Mr. Lai Kar Yan, Derek, who is one of
the two managers appointed by the Court on 17 December 2014 (“Managers”),
for and on behalf of ATV. Qur Feb Letter also informed ATV that the CE in
Council would proceed to decide the Renewal Application based on all relevant
information as available to him after 31 March 2015 without further reference
to ATV. The renewal Application was considered at the meeting of the
Executive Council held this afternoon. All the information provided by the
Managers up to the time of the ExCo meeting this afternoon failed to provide
any concrete proposals as required by our Feb Letter. The CE in Council also
considered the request in the Managers® submission for extension of the
abovementioned “deadline” and the information made available this afternoon,
but was not satisfied that the Managers have put forward a sufficient case to
justify any further extension of time.

FifF Al



In the circumstances, the CE in Council at his meeting of 1 April

2015 decided that —

(a)

(b)

(c)

having regard to the recommendations of the Communications
Authority submitted under section 11(3) of the Broadcasting
Ordinance (Cap. 562) (“BO”) (“CA’s Recommendations™), the
relevant representations and all relevant circumstances including
the latest developments, ATV’s free TV service licence
(“Licence™) should not be renewed under section 11(5) of the
BO;

this notice of non-renewal of the Licence (“Non-renewal Notice™)
be approved and served on ATV, and

for the purpose of complying with the requirement under section
8(1)a) of Schedule 4 to the BO as to length of notice in (b)
above, the term of the Licence be extended, under section 8(2) of
Schedule 4 to the BO, from 30 November 2015 to a date that is
12 months after the Non-renewal Notice is served on ATV,
i.e. 1 April 2016. However, such extension shall not continue in
force an exclusive right to provide the Service (as defined in the
Licence), if any.

Accordingly, notice is hereby given to ATV pursuant to section

8(1)(a) of Schedule 4 to the BO of the decisions of the CE in Council set out

above.

In coming to the above decisions, the CE in Council has taken

into account all relevant circumstances and noted the assessments in the CA’s
Recommendations against the following factors -

(a)

ATV’s compliance with the statutory reguirements, the licence
conditions and the codes of practice promulgated by the CA in
respect of the following —

(i) programming requirements and standards;

(i) requirements and standards on advertising and non-
programme materials;

(iii) technical requirements and standards;



-3

(iv) the investment plans for 2004 to 2015 on capital and
programming expenditure; and

(v) regulatory requirements on corporate and administrative
matters;

(b) the financial commitment of ATV for 2016 to 2021 and its
financial capability to deliver the commitment; and

(c) public views on ATV’s performance in the provision of its fiee
TV service.,

The CE in Council noted that ATV had submitted to the CA both
written and oral representations before the CA’s Recommendations were
finalised. Having considered the CA’s Recommendations, the relevant
representations and all relevant latest developments (including ATV's late
payment of various licence fees for the licence year 2014/2015 and late
payment of salaries to ATV staff for the months of July to January 2015), the
CE in Council agreed with the CA that the overall performance of ATV was
unsatisfactory and there are serious doubts as to whether ATV would be
capable of making the necessary improvements. The CE in Council also agreed
with the CA that there was insufficient assurance to be satisfied of ATV'’s
capability (including financial capability) to deliver the investment
commitments for 2016 to 2021 and also shared the CA’s doubis if ATV’s
proposed investment commitment would be sufficient to make necessary
improvements to its programming to meet the demands and aspirations of the
community.

The CE in Council also noted that notwithstanding the CA’s
specific direction, ATV has failed to address the CA’s concerns about the lack
of effective corporate governance at ATV, which has manifested itself in
repeated contraventions of regulatory requirements. The CE in Council
concurred with the CA that given the current management and structure of
ATV, and in particular deep divisions among different sharcholder groups
within the ATV Board, it would be very unlikely that ATV would be able to
improve its service to a level that would both meet the demands and aspirations
of the community and atfract advertising revenue to enhance its financial
capability. The public consultation exercise conducted by the CA also revealed
strong adverse public opinions on the programming of ATV and on its poor
performance in various other aspects. There would, in the CE in Council’s and
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the CA’s views, likely be great disappointment and indignation among the
viewing public if ATV’s Licence were to be renewed given the considerable
public dissatisfaction with ATV’s performance.

The CE in Council noted from the CA’s Recommendations that
the option of a partial renewal of ATV’s Licence for a period less than 12 years
(e.g. three to six years) and/or with a reduction in the proposed scope of service
sought by ATV (e.g. keeping only two analogue channels together with
simulcast channels) (various options collectively referred to as “partial licence
renewal”) had also been considered. However, the CE in Council agreed with
the CA that:

(a)  a partial licence renewal would not be an outcome consistent with
the overall assessment of ATV’s performance and the general
public dissatisfaction with ATV’s service, and therefore could not
be justified;

(b) there is no evidence that a partial renewal would be conducive to
addressing the fundamental problems of ATV;

(¢) given ATV’s past performance, under the current management, it
is unlikely that ATV would improve the standard of its service to
a level that would meet the demands and aspirations of the
viewmg public even if it were granted a licence with a shorter
licence term; and

(d) it is doubtful whether a reduction in the service scope of ATV
would improve its financial position.

We wish to remind ATV that from now until expiry of the
extended Licence (i.e. 1 April 2016) (the “Remaining Service Period”), it
remains incumbent on ATV to comply at all times with all the relevant statutory
requirements under the BO and the provisions in its Licence. In the event of
any breach, the CA will take appropriate actions accordingly. During the
Remaining Service Period, ATV should make the best possible arrangement to
minimise any adverse impact on its staff and provision of the free TV service to
the public.



For the avoidance of doubt, nothing in this letter shall prejudice
the powers, remedies, interests, rights, authority and discretion of the CE in
Council under the BO. Amongst others, the CE in Council reserves his rights
to invoke the power under section 9 of Schedule 4 to the BO, and fiuther
communications may be made for such purposes as and when necessary.

Yours sincerely,

=

( Kinnie Wong )
Clerk to the Executive Council

c.C.

Deloitte Touche Tohmatsu

(Attn.: Mr. Lai Kar Yan, Derek } by hand
and Mr. Darach E. Haughey)

Secretary for Commerce and Economic Development ~ by fax only: 2588 1421

Chairman, the CA — by fax only: 2598 5509
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GN.
BROADCASTING ORDINANCE (Chapter 562)

Notice is hereby given that pursuant to section 11(5) of the Broadcasting
Ordinance, the Chief Executive in Council has decided that the domestic free
television programme service licence of Asia Television Limited (“ATV™)
should not be renewed. For the purpose of complying with the requirement in
section 8(1)(a) of Schedule 4 to the Broadcasting Ordinance as to the length of
advance notice to be served on ATV regarding such decision, the CE in Council
has ordered that the term of ATV’s current domestic free television programme
service (“Service”) licence originally expiring on 30 November 2015 be
extended, under section 8(2) of Schedule 4 to the Broadcasting Ordinance, for a
period from 1 December 2015 to 1 April 2016 (both dates inclusive) (but such
extension shall not continue in force an exclusive right to provide the Service
under the licence, if any). This Notice is also given pursuant to section 4(1)(a)
of Schedule 4 to the Broadcasting Ordinance.

Council Chamber WONG Kit-yee, Kinnie Clerk to the Executive Council
1 April 2015
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