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With two years' effort behind us, Sun TV has developed into a young
and dynamic media enterprise.  To better reflect our position in the
market, the company changed its name to "Sun Media Group
Holdings Limited" ("Sun Media Group" or the "Group").

Financial year 2001/02 was the first full year of operation for Sun
Media Group since our launch of Sun Satellite Television on August
8, 2000. For the year ended 31st March 2002, Sun Media
Group's turnover was HK$246.9 million, representing an increase
of 156% against last year. The net loss was HK$69.6 million, a
substantial drop of 45% as compared with that of the previous year.
The contribution from the media business was HK$190.6 million,
accounting for 77% of the Group's total turnover. The Group
firstly recorded a gross profit about HK$101.1 million. These

achievements mark the Group's complete and successful

transformation from formerly "Leung Kee Construction" to a media

enterprise.
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Since January 1, 2001 when Sun Satellite Television, a subsidiary of

Sun Media Group, was granted a restricted downlink license in the

PRC, Sun Satellite Television has achieved the following business

accomplishments in just a year time :

It was, in terms of revenue and audience size, ranked high in
operation among all downlink satellite television operators
who broadcast to the PRC market. This extraordinary result

was achieved within the short period of time.

It has successfully established a well-known brand with a
loyal audience base, enjoying social acclaim as well as the
wide support of opinion leaders and high spending

consumers.

It has established a leading position as a thematic content

provider.

Cost controls were persistently implemented in the different

units within the Group by its brilliant management team.

Like other media enterprises, the Group faced a demanding time in

the past year. The achievements thus denote the triumphs of the

Group over the difficult operating environment.  Performance

highlights include:

The adjustment of the macro-economy in the PRC adversely
affected the revenues of major advertisers, in tfurn adding to
the difficulties of non-mainstream media in marketing their
advertising services. Additionally, as a new player in the
market, Sun Media Group also had to resolve "teething
problems" that arose as we continued to broaden our

customer base and secure TV rating and viewers' loyalty.

The direction of adjustments and development of television
broadcasting policy in the PRC has been ambiguous. Our
programme distribution sales were delayed as felevision
broadcasters in different provinces were still setting up
broadcasting groups and consolidating their cable and
terrestrial TV networks. Our expansion was also hindered
by the uncertain policy and timetable for the implementation

of the unified platform for overseas satellite channels.
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The stagnant global financial market has also exerted
pressure on the Group's stock price and financing costs. It
is understood that the media success requires large and
long-term investment.  Without the financial support of an
international consortium, at Sun Media Group we have had
to secure financing all by ourselves. We would therefore
like to express our sincere thanks to our shareholders for their
understanding and support. Compared to the "Leung Kee"
era, Sun Media Group has, with low liabilities and capital
investment, succeeded in boosting assets over 70 times,

while achieving optimum performance and scale.

Our plans for the coming financial year include:

leveraging the "Sun Media" brand, to acquire
well-established and quality media enterprises to strengthen
our foundations and position in the market. For a media
enterprise fo survive in an environment such as in the PRC,
where restrictions are made on privately owned media
groups, it must build up sufficient scale. To realize our
mission, "to establish a socially responsible media enferprise
that provides quality content", we need to expand the scale of
our operations, delivering our brand, our products and
services to end users through multiple channels. We
consider the acquisiion of an enterprise that boasts
prominent  brands,  quality  products,  profitability,
comprehensive sales channels and a professional
management team to be viable as long as the earnings per
share exceed or can compensate for the proportional dilution
per share. Acquiring such enterprises will not only bring short
term benefits to the Group, but will also help the Group
consolidate cost structures in the long term, further
enhancing cost effectiveness and maximizing the market

share of products.

Quickly increase the proportion of revenue from our
fee-based businesses to reduce the Group's reliance on
advertising revenues. The acquisition of Jingwen in April
2002 is the first step towards achieving this goal. The
acquisition, which comes with a guaranteed values of sales
between RMB180.0 million to RMB 200.0 million, allows the
Group to lower the contribution of advertising revenue to

about 50% of the total revenue.
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Develop rapidly from a provider of single thematic

programme contfent to a provider of diverse entertainment
programmes that caters to mass audiences. Apart from a
library of entertainment programmes from "Jingwen" and "Jet
TV" through our acquisitions, the Group also signed a letter
of infent to acquire Beida Huayi. Should the acquisition be
finalized, the Group will then own "#E X 8/¢8", "&E(E 818"
and the company's many branded products, which will

enable us to net a yet larger mass audience.

Modify our strategy and develop from relying solely on
income from the PRC market to expand income streams from
overseas market riding on our overseas platform.  Through
the acquisition of "Jet TV" in April 2002, we successfully
secured a stable income source and guaranteed profit from
Taiwan and South East Asian markets.  Furthermore, as our
business continues to expand to North America and
Australia, the Group will become a genuine leader in

Chinese media around the world.

Following the entry to WTO, the PRC government committed
to liberate the publishing market.  Together with our
strengths on content supply and sales channels, we will be
able to build an excellent distribution network of audio-visual
products in the PRC. The Group will be able to maintain a
stable income source and further expand our operations.
To further boost these operations, the Group is actively
seeking opportunities to cooperate with leading local and
overseas enterprises, with the aim of fostering the scale of our

operations and enhancing our leading market position.

To conclude, the Group commits to bring maximum benefits to our

shareholders in the coming financial year. We believe,

We have to improve our profitability on the one hand, and
maximize shareholders' returns through investment and

capital revenues on the other.

To further develop our content and distribution channels,
brand and products, scale and effectiveness, human
resources and policies, to achieve optimum performances,
thereby building the strong foundations that will provide
shareholders with systematic assurance of returns in the long

term.
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After assessing the overall market environment, we are of the view
that the present moment is not the golden time for media
development in the Greater China region. We believe all the
favorable factors will come together in the next few years.  With the
positive affitude while waiting for emerging opportunities, our fop
priority is fo "nurture our business and keep it in good health”.  To
achieve these goals, we are working to reduce expenditure and to
ensure the effective operation of each and every business unit. By
acquiring leading enterprises in the different fields, we can expand
our brand portfolio, accumulate professional expertise and
experience, effect the expansion of our scale of operation, boost our
resistance to negative market forces and further stimulate our ability

to thrive.

All of us at Sun Media Group are committed to our mission to foster
the development of Chinese culture, seeking the smooth integration
of cultural ideals and business models. At the same time, we must
adjust our pace of development, being flexible to adjust to the
evolving environment. In only two years, we have succeeded in
becoming a multi-media group owning the well-known "Sun TV,
"Jingwen" and "Jet TV" brands together with many other branded
products. In the years to come, we will continue this pursuit of

excellence.

To all our shareholders, on behalf of everyone in the Sun Media
Group, | would like to express my sincere gratitude for Yours truly,
relentless support.  Your continued support will be our motivation

to move forward with confidence.

Yang Lan

Chairperson

Hong Kong, 22nd July, 2002
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