RESULTS OF OPERATIONS

During the year 2002/03, the global economy had not
yet recovered. Coupled with the outbreak of war between
the US and lIraqg, all industries were adversely affected.
Sun Media Group, as a media operator, was not immune
to this depressed environment and 2002/03 was an
extremely difficult year for the Group. The Group was not
only affected by the overall economic environment and
prevailing non-market factors, it also faced internal pressure
brought about by the restructuring of its business model,
substantial cost adjustments and manpower reorganization
and integration. In view of the difficult market situation,
the Group has been aggressively reviewing its operational
strategies, making every effort to improve its operational
efficiencies and streamline its organizational structure to
reduce costs on the one hand and achieve stable revenue
growth on the other.

In view of the sluggish economic conditions, Sun Media
Group recorded a total turnover of approximately HK$184.5
million (2002: approximately HK$246.9 million) for the
year ended 31st March, 2003, representing a decrease of
25% due to the fall in advertising sales for the Sun Satellite
TV channel. However, the Group continued to achieve a
gross profit of approximately HK$13.3 million. For the year
ended 31st March, 2003, loss attributable to shareholders
amounted to approximately HK$364.9 million (2002:
approximately HK$69.6 million). Loss per ordinary share
was 3.39 HK cents (2002: 0.95 HK cents).

With the management's continued efforts and strategies
to adjust the business model, revenues generated from
advertising, programme distribution and publishing and
distribution businesses each accounted for approximately
one third of the Group's total turnover. During the year,
the PRC satellite TV advertising business fell to account
for less than 20% of the Group's total revenue, leading to
greater diversification of its revenue base and laying healthy
foundations for the Group's future development.
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THE TV BUSINESS

As one of the 3 core businesses of the Group, the TV
business revenue was mainly derived from the PRC and
overseas markets. During the year, total turnover generated
by the TV business reached approximately HK$108.8
million (2002: approximately HK$179.6 million),
representing a drop of 39%.

The TV business in the PRC can be divided into the TV
broadcasting business operated by Sun Satellite TV and
programme production and distribution sales. Despite the
favourable factors such as growth potential and reputable
client base, the broadcasting business suffered from the
continuing depressed satellite TV advertising market.
Advertising revenues dropped to approximately HK$23.8
million accounting for 13% of the Group's total revenue.
On a positive note, the Group has developed an extensive
syndication network with audience coverage reaching tens
of millions TV households in the PRC. As such, the
programme distribution business grew significantly.
Turnover increased by 48% to approximately HK$57.2
million, accounting for 31% of the Group's total turnover.
During the year, sales of the Group's TV programme
production and distribution business surpassed the
advertising sales of Sun Satellite TV in the PRC.

As for the overseas TV business, JET TV contributed a
turnover of approximately HK$35.6 million for the first
time, accounting for 19% of the Group's total turnover,
and a profit of approximately HK$6.1 million to the Group
during the year.
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THE PUBLISHING AND DISTRIBUTION BUSINESS
The Group continued to explore the publishing and
distribution business for multi-media products in the first
half of the financial year and results gradually reflected in
the second half year, contributing in significant revenue to
the Group.

During the year, the turnover for the publishing and
distribution business grew significantly by 5.9 times over
the previous year to approximately HK$75.7 million,
accounting for 41% of the Group's turnover. The Group
also acquired a 75% stake in “Leadership Publishing Group
Limited” (formerly “Sing Pao Media Group Limited”) in
early 2003, contributing a turnover of approximately
HK$21.1 million for the first time.

THE EDUCATION BUSINESS

The education business, another core business of the
Group, remained in the early stage of its development. As
such, its business performance and revenue contribution
will be fully reflected in the coming results with the Group
anticipating that this business will achieve a satisfactory
outcome in the next financial year.

EARNINGS BEFORE |INTERESTS, TAXES,
DEPRECIATION AND AMORTIZATION (“EBITDA")
EBITDA amounted to a loss of approximately HK$310
million for the year ended 31st March, 2003 (2002:
HK$44.0 million). Amortisation of goodwill arising from
acquisition of subsidiaries and depreciation charge for the
year was approximately HK$15.6 million (2002: HK$9.2
million) and approximately HK$21.7 million (2002:
HK$18.5 million) respectively.
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EMPLOYEE AND REMUNERATION POLICIES

At 31st March, 2003, the Group employed a workforce of
898. Total staff costs including contributions to Mandatory
Provident Fund Schemes incurred during the year
amounted to approximately HK$56.1 million (2002:
HK$59.0 million). The Group offers a comprehensive
remuneration and benefit package to its employees and
remuneration policies are reviewed by the management
regularly. The Group also adopts a share option scheme
to motivate and retain a team of competent employees.

LIQUIDITY AND FINANCIAL RESOURCES

At 31st March, 2003, the Group's current ratio was 1.6
(2002: 4.8), with current assets of approximately HK$257.2
million (2002: HK$272.4 million) against current liabilities
of approximately HK$162.0 million (2002: HK$56.3
million). The decrease in current ratio is mainly due to
the provision of long outstanding receivables of HK$120
million. Cash and cash equivalents was approximately
HK$64.8 million (2002: HK$142.6 million). The Group's
gearing ratio at 31st March, 2003 was 0.08 (2002: 0.09).
The gearing ratio is calculated based on the Group's total
non-current liabilities and shareholders’ fund of
approximately HK$31.9 million (2002: HK$36.6 million)
and HK$385.6 million (2002: HK$403.6 million)
respectively. The Group kept maintaining the borrowings
at low level to minimize the interest burden to the Group.
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BUSINESS REVIEW

THE TV BUSINESS

The TV business in the PRC

Leveraging its enthusiasm and commitment in producing
and broadcasting top quality thematic programmes, the
Group's programme production unit and Sun Satellite TV
have established a strong foothold with a prominent brand
name in less than 3 years of operation. These
achievements have not only received critical acclaim from
industry players, but also established a positive image
among audiences.

Driven by its mission to be “one of the world’s leading
quality Chinese content providers”, the Group places a
top priority on producing high quality programmes. Riding
on the excellent response from previous flagship
programmes such as “Yang Lan One on One" and “The
Truth”, Sun Media Group continued to produce new feature
series such as “Chinese Enterprise” and “First Bucket of
Gold". These helped to diversify programme varieties,
strengthen competitiveness and generate dynamic growth
for the Group's future revenues in the TV business.

To broaden Sun Satellite TV's audience and advertising
customer bases, a variety of programmes have been
introduced including travel, leisure lifestyle and music,
providing a wider choice for audiences and advertising
clients to attract more potential advertisers and boost its
advertising sales abilities.

As a leading quality programme content provider in the
region, Sun Media Group's programmes are accessible to
a sizeable audience of over 35 million TV households in
the Greater China Region. In North America, our
programmes have also reached nearly 400,000 cable TV
households in the Los Angeles region via "X N&EH",
“Br R E4" and the Charter Cable TV network.
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With the soft launch of digital pay-TV in the PRC, Sun
Media Group's programmes have already entered into 10
encrypted digital cable TV platforms, including Shanghai
Broadband Cable, in December 2002. It is estimated that
the launch promotion of digital cable TV services will be
rolled out in all provinces and cities in the PRC this year.
Capitalizing on its competitive edge as a content provider,
Sun Media Group will benefit from this profit sharing
business, providing a supplementary income source to its
advertising revenues.

The overseas TV business

JET TV has been developing steadily with a presence in
Taiwan, Singapore, Malaysia, the PRC, Australia and North
America. During the year, JET TV contributed a total amount
of HK$35.6 million to the Group's turnover. For programme
development, JET TV formed a strategic alliance with
Japan’s JIC Satellite Channel, successfully bringing in the
latest Japanese travel and leisure programmes which are
broadcasted for 2 hours a day on weekdays. In addition,
JET TV has obtained selected drama and game shows
from the 5 biggest privately owned TV stations in Japan,
and also began to develop self-produced programmes.

The programme distribution business

Backed by its reputable brand name and vast programme
library, Sun Media Group enjoys a leading position in the
media industry. The Group successfully built up “branded
blocks” on nearly 100 local channels in the PRC, forming
a huge syndication network with an audience size of tens
of millions TV households. In addition, the programme
distribution business grew rapidly with several major
programmes being distributed to local TV stations in various
provinces and cities in the PRC.
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As the Group's flagship programme, “Yang Lan One on
One" has been enjoying tremendous popularity both with

audiences and within the industry. It has been syndicated
to 24 local TV stations in various provinces and cities in
the PRC. A total of 260 episodes from A&E's History
Channel have also been syndicated to 58 TV stations
nationwide. A series of Chinese historical and cultural
features such as “Immortal Marriage”, “Story Behind the
Treasure” and “The Truth” have also been provided to
designated local TV stations to cater for various audience
preferences.

THE PUBLISHING AND DISTRIBUTION BUSINESS
Jingwen Entertainment

Subsequent to its acquisition of the Jingwen Entertainment
Group in July 2002, Sun Media Group has been actively
expanding its publishing and distribution business,
successfully making the transition from a single TV medium
into a multi-media group with high growth potential in the
industry. During the year, leveraging Jingwen
Entertainment’s solid operations experience accumulated
over the years and its established sales networks in the
PRC market, Sun Media Group has created the brands of
“TV Books” and “Audio Books”, successfully launching
various multi-media products.

With the cooperation of Liaoning People’s Publishing, the
Group published TV books originated from selected Sun
Satellite TV quality programmes. Two batches of TV books
of 38 titles published with 300,000 copies have been
sold. The “Yang Lan One On One" series were particularly
popular with readers.

With regard to the audio books business, the Group
cooperated with “H B X R B2 & H R 2 F” to publish 24
audio books in the form of cassettes and CDs which
received positive responses from the market.
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With the formation of its strategic alliance with Bertelsmann
Book Club in 2002, the Group established “J 3018 7 B
E/&EE" in The Malls at the Oriental Plaza in Beijing in
January 2003. This was the first time that retail and mail
order services were combined in one shop selling books,
e-publications and audio products. In just a few months
of operation, "R X8 FREEZ 4 & #" has sold over 1,000
product categories with satisfactory results.

Jingwen Entertainment entered into a cross-media
cooperation agreement with Legend (Beijing) Holdings
Limited (“Legend”), one of the largest IT corporations in
the PRC, in July 2002. In line with its mission to provide
comprehensive services to customers, the cooperation aims
to provide an extensive range of local and foreign
entertainment products, including CDs, MP3s, VCDs, DVDs,
audio books and TV books. Jingwen Entertainment’s
products are currently available in 10 Legend 1+1 chain
stores, spanning different districts in Beijing.

Leadership Publishing

To further enhance the foundations and growth drivers in
its publishing and distribution business, the Group entered
into an agreement with China Strategic Holdings Limited,
Hanny Holdings Limited and Star East Holdings Limited,
the former substantial shareholders of Sing Pao Media
Group Limited (“Sing Pao Media"), for the acquisition of
55% of the issued share capital of Sing Pao Media at a
total consideration of approximately HK$92.9 million on
9th December, 2002. This acquisition has enabled the
Group to evolve into a modern multi-media group running
the TV businesses, publications of music, audio-visual
products, newspapers and magazines and a distribution
business with a widespread network that spans from the
Greater China Region to the globe. This acquisition also
enhances Sing Pao Media's publication business and
provides room for future expansion.

This equity transaction triggered a general offer to all Sing
Pao Media's shareholders in February 2003. As a result,
Sun Media Group's shareholding in Sing Pao Media
increased to 75% as at 31st March, 2003.
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Subsequent to the acquisition, Sing Pao Daily News was
repositioned as a positive and healthy mass newspaper

with comprehensive reforms being carried out on 1st
March, 2003. With the goal to maintain its leading position
in the competitive market, Sing Pao Daily News has
enriched its content, improved its internal operational
efficiencies, extended the distribution network and
expanded the advertising client base. Sing Pao Media also
changed its name to “Leadership Publishing Group Limited”
in April 2003 in line with the Group’s upcoming business
development strategies in the Greater China Region.
Subsequent to this acquisition, the share price of
Leadership Publishing has increased by 800%,
demonstrating the market's confidence in the future of
Leadership Publishing.

THE EDUCATION BUSINESS

Jingwen Multimedia Education

In view of the growing demand for quality educational
resources in the PRC, Jingwen Multimedia Education is
committed to introducing top quality products in
fundamental education and science education to enrich
the students’ and the public’'s science knowledge. With
the huge potential for the PRC's education market, Jingwen
Multimedia Education has formed a strategic alliance in
education development with Discovery Licensing Inc.
("Discovery”), a world-renowned educational content
provider, to grasp business opportunities in the PRC.

During the year, Jingwen Multimedia Education successfully
introduced different kinds of products from Discovery.
Product localization was completed in March 2003 and all
products have been certified and approved by the Ministry
of Education, PRC. The variety of these products is
extremely comprehensive, with over 188 books, software
and VCD titles covering natural science education for
secondary schools and over 50 items for English learning.
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Jingwen Multimedia Education also established long-term
partnerships with 3 large publication companies under
the Ministry of Education, PRC, namely, People’s Education
Press House, Central Education Science Publication House
and Higher Education Press, to jointly publish educational
books, software, audio products, as well as to promote
quality educational products to satisfy public demand.

ACQUISITIONS AND STRATEGIC ALLIANCES

As Sun Media Group has always been dedicated to
expanding its operation scale, the management has been
exploring potential acquisition targets and strategic partners
to diversify the Group's business scope and boost its
revenue growth. In the year under review, the Group
completed several acquisitions, generating additional
synergies for its various businesses.

Firstly, the Group acquired the entire stake in 2 profitable
businesses, Tianjin Haijin Audio-visual Distribution Limited
and Taiwan Hanyin International Holdings Limited. These
acquisitions provide synergies for Jingwen and JET TV in
the expansion of their businesses in the PRC and Taiwan
respectively. They also broaden the Group's distribution
networks and strongly enhance its market position in the
PRC and Taiwan. Taiwan Hanyin's business also provides
strong support for the advertising business of the Group's
TV channel in Taiwan.

In addition, the Group entered into a strategic investment
agreement with ASTV, a US-listed company, in October
2002. ASTV owns Shandong Hongzhi, a large-scale local
advertising agency in the PRC, and is principally engaged
in the provision of fee-based TV content in the East Asian
and South East Asian regions. At the year end date, the
market value of this strategic investment has increased to
over HK$600 million. On the one hand, the management
believes that this strategic investment will bring desirable
returns for shareholders. On the other, the disposal of
Capital Channel will reduce the Group’s operating costs,
enabling the Group to achieve positive cash flows and
reap profits as soon as possible.
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Since the acquisition of Shandong Hongzhi by ASTV was
just completed by early 2003, its operating results and

assets value has yet been fully reflected in the financial
statements of ASTV. The management adopted a prudent
approach to state the investment cost of ASTV in the
balance sheet of the Group instead of its market value. In
view of the bright future and huge potential of the PRC
advertising market, as well as the solid business foundation
of Shandong Hongzhi, the management believes that it
will significantly contribute to ASTV's results. It is also
anticipated that Sun Media Group will share the fruitful
results achieved by ASTV.

With regard to its strategies in the development of the TV
business, the Group is focusing its resources on developing
other operations and businesses, the Group sold its 51%
stake in the Macau Satellite Television Travel Channel to
Macau Media Holdings in exchange for a 6.5%
shareholding in Macau Media Holdings in September 2002.
This not only reduce expenditures in the Group's TV
business, but will also guarantee fruitful returns on the
Group's investment.

PROSPECTS

As a multi-media corporation, Sun Media Group is
committed to diversifying its media businesses, grasping
every opportunity to become one of the world's best
Chinese multi-media groups. Leveraging its proven track
record, current competitive edge and promising prospects,
Sun Media Group will implement comprehensive and
aggressive operational strategies to accelerate its business
development and achieve outstanding performances.
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THE TV BUSINESS

The TV business in the PRC

Though Sun Satellite TV has already become a reputable
and quality programme channel for Chinese people around
the world, it will maintain its emphasis on programme
quality and continue to produce special interview and
documentary programmes. To optimize its long-term
operational efficiencies, Sun Media Group is exploring the
possibility of bringing in strategic investors as partners to
widen business opportunities for Sun Satellite TV. In May
2003, the Group successfully formed a strategic alliance
with Strategic Media to jointly bring the satellite TV
broadcasting business of Sun Satellite TV in the PRC to
ever higher standards and to ever broader horizons.

Strategic Media is a well-known drama and TV programme
production company with a strong advertiser network.
Strategic Media has acquired 70% interests in Sun Satellite
TV and also appointed the Group to produce an agreed
number of hours of programmes at a total consideration
of RMB80 million. Both parties have agreed to jointly
develop Sun Satellite TV. Additionally, Strategic Media
guarantees the injection of working capital, advertising
revenue and profit.

Strategic Media is an up-and-coming private media
organization in the PRC. The alliance provides synergies
in programme content, capital funding and the advertising
client base, enhancing the superior branding and improving
the competitive edge of Sun Satellite TV. The cooperation
also lays solid foundations for the second stage of Sun
Satellite TV's development.

After completion of the transaction, the Group will continue
to hold a 30% stake in Sun Satellite TV and retain its TV
production and programme distribution teams. It will
aggressively expand programme distribution in the PRC
and pay-TV business while it will also develop the overseas
satellite TV business.
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Advertising sales strategies will be focused on strengthening

the sales system, establishing a strong sales network,
providing a diversified sales model and improving quality.
The original sales team in Shanghai will be integrated
with sales teams from ASTV and Shandong Hongzhi in
Beijing. The joint force will develop an advertising agency
business for the TV media, aggressively establish an
extensive sales network and provide value-added services
for clients. These efforts will help to achieve the Group's
growth targets within a short period of time and to
guarantee long term and stable revenue streams for the
Group.

The overseas TV business

In the coming year, JET TV will maintain its business goals
to enrich its programme content by introducing the latest
and most popular dramas to expand its audience coverage
to different age groups. The dramas, featuring popular
screen idols, will be broadcasted bilingually, with a
Mandarin voiceover in addition to the original language.
Popular self-produced programmes will be extended to
everyday broadcasts, creating greater audience interaction
and recognition. JET TV also plans to reach young
audiences by strengthening its cartoon time slot. At the
same time, JET TV will establish its first cooperation with
tourist alliances in Japan to produce travelogues to satisfy
audience demand in 2003.

With JET TV's successful penetration into North America
in 2002, the Group is planning to extend it's coverage to
Hong Kong, Indonesia, the Philippines and New Zealand,
and to further expand the Group's global footprint.

Looking to its advertising promotion strategies, JET TV will
tailor-made advertising plans for clients in the future to
complement their sales and public relations activities. In
the competitive advertising industry, JET TV aims to be
the ideal business partner for advertising clients.

EEHERBEEENRLCHERG 2T
BAMHERS RHUSTHEENARIE
HHEEERE - REBHEKMLGEARFZ
BRZASTVIIIL R R BRI R 2 & BB &
A EREMAREREBOBEESREE
% EBRRYEMNBEESSK  REPRH
TREERY  FEEREREARNZEDEE
ETMRBEEER  IREEEZHERARE
TEHY U

BB R EF

AR—F ETIVDERRHE-BRE  BE
SIERMEEZEMNEE CHHBAFEL
BEER  E—HRRTAFHRZKEE W
AMBERESEAEELTERERETRA
B MEXFANARGATEEHRRE
AEREL  UHERBRELEE @ £8
REEHR o BE - JET TVIRET EIE INIAE D
FRER ZBIERERER - BREBBIS - JETTV
R-ZEZE=-FFEEREAAZBLHES
- HHRAEMFEZIRERNE - LWink

BENFE -

M—TT_FIET TVRIE LM R - &£ H
EERAFEEAREBZEETEHRESR
B e JERE  AEEEH - Tk
REBNEREHAE -

MERSHEREEAE - JETTVARBIUAR
PREESFIIHMNESSIR E6HERA
GBI REST ERBESESTENERL
BFET FETTVKABREEFPHNRITEER
£ o



THE PUBLISHING AND DISTRIBUTION BUSINESS
Jingwen Entertainment

Jingwen Entertainment has successfully penetrated the
publishing market with its high quality TV books featuring
history, biographies and interviews. Jingwen Entertainment
is cooperating with several different publishers to launch
a variety of products to increase market share. Jingwen
Entertainment and Oriental Publication Co. jointly published
9 new titles of TV books. The Group is also planning to
publish a number of books, including books of its self-
produced programmes, book collections and best-selling
books etc.

Among its audio products, Jingwen Entertainment will
produce CDs and cassettes on classical children’s stories
and family health to expand the Group’s product range
and to create new revenue source.

With regard to the distribution of other products, the Group
will expand its cooperation and product variety in Legend
1+1 chain stores. At the same time, the Group will
continue to enhance its cooperation with Bertelsmann Book
Club, aiming to expand its customer base through the
membership system. This will boost the sales of books,
e-publications and audio-visual products.

To consolidate the development of the publishing
distribution business, the Group disposed of Jingwen
Records in June 2003, successfully bringing in RMB35
million in cash, and retained only its audio-visual product
distribution channel business and education publishing
business under Jingwen Entertainment.

Leadership Publishing

In view of the keen competition in the newspaper market,
the management will focus on lowering operating costs
for Sing Pao Daily News while increasing advertising
revenues, to achieve cash breakeven within next year.
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With the entry into the WTO, the PRC's publishing and
distribution market is gradually being opened. To seize

the development opportunities and huge potential in the
publishing and distribution market, the Group entered into
a letter of intent with "It REEEKREEBER AR (&
HERE") in April 2003 to form a joint venture to explore
the private sector of publishing and distribution market.
With the widespread distribution network of “EH%EE",
extensive distribution channels for audio products, books
and magazines can be incorporated into the Group's future
publishing and distribution business. A strong sales network
will also be established, bringing fruitful returns to both
parties.

Additionally, the Group is actively exploring opportunities
to co-operate with publishing and distribution companies
in the PRC. The Group expects to acquire private publishing
and distribution companies in 10 to12 provinces in the
PRC in the next 12 months, enabling the Group to emerge
as one of the top publishing and distribution companies
in the PRC.

THE EDUCATION BUSINESS

Jingwen Multimedia Education

Leveraging the success of its quality thematic programmes,
Sun Satellite TV has been diversifying its programme variety
to broaden the audience base. In view of the substantial
demand for professional educational programmes, the
Group will launch a number of English educational
programmes through the Sun Satellite TV platform in the
daytime. This will enable Sun Satellite TV to extend its
audience coverage to school districts.

With the introduction of play and learn English educational
programmes and children’s learning programmes, the
Group will further enhance its TV business, audio-visual
product distribution and content integration businesses.
This will enable the Group to develop an additional
competitive edge and reinforce its leading position in the
media education market.
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At the same time, to achieve its goal to be an advocate
and leader of quality self-learning and English learning,
Jingwen Multimedia Education is committed to introducing,
developing and promoting elementary science education
and English learning products.

With the huge demands for quality and fundamental
science educational products, Jingwen Multimedia
Education is actively sourcing for a variety of products,
ranging from the secondary school level to the primary
school level. The Group will seize every opportunity to
introduce more multi-media learning products to cope with
the new school syllabus. Jingwen Multimedia Education
plans to cooperate with the education authority in the
PRC to organize large-scale English comprehensive
knowledge competitions. This will boost the demand for
English learning products, benefiting its product promotion
and sales.

Jingwen Multimedia Education expects the PRC to enter a
new era in education development in the next few years.
To capture this prime opportunity, the Group will not only
focus on sourcing for new educational products, but also
actively expand and consolidate its sales network through
establishing alliances with leading partners, thus building
solid foundations for its education business.

Looking forward, even though the future for the media
industry remains tough, we will make every effort as we
have done in the past, equipping ourselves to grasp every
development opportunity, to benefit from the market's
recovery.
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