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In the four short years after its establishment in 2001,
Sun Media Group Holdings Limited (“Sun Media Group”
or “the Group”) has already accumulated various
experience on one hand and has overcome many difficult
times on the other. Looking back, from successfully
disposed of its construction business at the very
beginning, the Group has transformed into a true media
group with the production of high quality thematic and
documentary programmes as its core business.
Positioned as a supplier of high quality Chinese contents,
the Group is consistently moving towards its goal of
becoming a professional Chinese media group with
leading brand in the world. However, with its satellite
TV business facing increasingly difficult operating
environment, the Group realized that relying solely on
revenue from TV advertising and production businesses
would not be sufficient to support its overall operation.
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The management hence amidst tremendous pressure
embarked on changing its single stream business,
transforming to a two-prong model with equal emphasis
on “TV" and “Publishing & Distribution”. However, the
Group's satellite TV and newspaper publishing business
had still continued to record loss in recent years. Hence,
to improve the Group's profit and create higher values
for our shareholders in future, the Group has successfully
divested those heavily loss making businesses and, taking
full advantage of the golden opportunity of China
relaxing the constraints on foreign investment, adjusted
the Group's operation direction to focus on sports and
entertainment media, advertising agency and new
businesses in relation to large-scale sports and
entertainment events.

2003/04 was an important year for Sun Media Group
to transform its businesses and establish new business
direction. During the year, the global economy was
subjected to the influence of a number of adverse
factors, including the Iragi War that had seriously
dampened overall market sentiment and consumer
confidence, and the outbreak of Severe Acute
Respiratory Syndrome (SARS) that caused a serious blow
to all businesses across Asia, especially Hong Kong.
Against such vicious and turbulent operation
environment, Sun Media Group guarded its core
businesses diligently and has undertaken major
adjustments on its business model. Through adopting
various cost control measures, the Group has achieved
significant improvement to its businesses. In addition,
the Group has also finished the restructuring and has
properly dealt with the deficit operations during this
financial year.
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Looking back over the past four years, due to the
uncertainty of a pay-TV policy in China, the Group had
been unable to realize the full potential of its business
model to offer thematic culture and history programmes
for pay-TV viewers, resulting in its sole reliance on
satellite TV for revenue. The revenue from satellite TV
was insufficient to support the Group’s operation, which
became the drive behind our collaboration with Sina
Corporation, the acquisition of other multimedia brands
and publications, and subsequently the failed effort to
reach a co-operation with a major European media
group. The management, hence, with determination,
started business transformation during this financial year.
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SARS not only seriously affected the local economy and
dampened consumer sentiment, it also prompted
advertisers to cut down advertising expenses. One of
our core businesses, publishing and distribution, was
hit hard. Although the management adopted proactive
business strategies to reposition “Sing Pao Daily” and
to aggressively control operational and administrative
expenditures, bringing the net loss from operations of
Leadership Publishing Group Limited (“Leadership
Publishing”) down by 70% during this financial year.
Due to the continuous loss, the Group withdrew its
position as controlling shareholder in Leadership
Publishing.

As for its TV business, Sun Satellite TV Channel (“Sun
Satellite TV") with its limited resources has successfully
established the leading position in brand, market and
revenue among foreign satellite channels in China.
However, against the rapidly changing foreign satellite
TV operating environment in the PRC with more and
more satellite licenses issued and the lack of a pay-TV
policy, the management realized that more manpower

Sun Media Group Holdings Limited ® Annual Report 2004 10

CEBLEEREEEMAKESHNFR
B AR-—EXRIBAREERRRARABZY
2 HEERAUAXE BELTBATRER
WEERRBOBERLELRRA - BBUYK
E-RKEGBEETRRARE  BEEHRE
- WBEZEEERRERERE  EEH
% AYE-—EBRNERREBEBEEKRSE
HREAREREERIXREBHEERSFRAT
RUASEEMEEE 2 LE  MateREHBES
TERER - AJ R RERERARAZEETY
BE-E At EEEEBRE—FPEERM
BT TEBREAER -

DEIRBEMHBREXERAERLE  SESHH
BMESHAXRITETRZHEEEXL  AEHEE
MERRMAEF -—HEX-RELBREDHEE
%o BAEEECETERNEBERR - H(K
WYEHEM - WHEBELERTHRIEFER
R AZEGER - B RREREREEFRA
A (FRRER]) 2 A FEEEFEAERD
70% BEENEFERLEEE  SERTRE
BAREEZERRR 2 AL

EEREK TEH GEBICHEERBE (G
RERD) ABRNEREEREINGR PG
TmhE - WARTSENEEHMM - BRNEE
EEAFRIMERELERENZE &L MEE
ZHHEMRESIE MAKBEERKAR
ATRARKBERFAZERT - EEERH
FREUEBRNBRREAANIZHEER/RELK B
RKER  BLERAEZANRIBERAR



and financial resources had to be injected into Sun
Satellite TV to sustain its competitiveness and long term
growth. Since the Group was unable to secure profit in
the short run with its existing resources, the Group sold
70% of its stakes in Sun Satellite TV to Strategic Media
International Limited (“Strategic Media”) to lift the
financial burden to support the operation of Sun Satellite
TV, while at the same time optimize the revenue base
of the Group’s TV business.

Apart from striving for growth in current operations,
the Group is also committed to exploit into new business
areas to diversify the revenue base.

The Group ultimately identified car racing activities as
its new business driver and began without hesitation to
actively involve in sports media business. In May 2004,
the Group acquired two companies that are related to
Formula 1 and China motor race events, namely FRD
Holdings Inc. (“FRD") and China Sports Media Limited
(“China Sports”). This move enabled the Group to
smoothly shift its business focus from culture and
education media to sports and entertainment media,
including related advertising agency business and
organisation of mega-events. The management believes
these new businesses will become another milestone
for the Group.

To establish new sources of income to support future
developments and growth in revenue, Sun Media Group
will from now on, while continuing its thematic cultural
and educational media business, be actively developing
the new sports and entertainment related business. To
cope with the business direction adjustment, the Group
has changed its Chinese name to "X & 5 KL E
BBR AT for identification purposes with effect from
19th July 2004.
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The Chinese economy has been picking up fast after
the SARS crisis and the growth trend is expected to
persist. The promising economic environment plus
China’s staging of the global sports events such as the
2008 Olympic Games, Formula 1 races, other China
motor races events and related mega-entertainment
events will provide the Group with tremendous business
opportunities.
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Having a well established position in the industry, a
correct and clear business strategy and an experienced
and responsible management team, the Group is never
more determined in achieving its goal of becoming a
global Chinese media group.

| would like to take this opportunity to express my
gratitude to the Board of Directors, the management
and staff for their continuous and persistent efforts
during this financial year. | would also like to thank all
the staff members for their supports, which enabled
the rapid development of our multimedia business. As
now we have a re-focused direction, with our quality
assets and the resolution of all the previous loss-making
businesses, we have created a solid foundation for future
income growth and a better reputation in the
international media industry.

Sun Media Group Holdings Limited ® Annual Report 2004 12

RERK  PEIRENTELHARERE - 18
HIREIERFERT) o BI - I0LENHS SRR O
BEHEBERE M_TT)/\FHRESE  — &
TRABEARBERTESEBEHEEH A RIAR
MAREZHERE  BH/RMATHKER
-

BRERROZEAMY  BWARNEEERR
BREREENAAENERAR  EEXE
MREENRREAREEE -

AAGERLEBEARMABHATBNEZS -
EEERERERE TRNLRH - SELAMBF
Bz EHMESEF IHHIRES
K BESEAATSOME - MBLETET
W& BMAZTENKBERSUARE
et HMEEBXBERTAENTM
MEEEEBR  RENEEZBEEBCIEY
R RAERARKBARREERFER
FEEBERBERERTENEEE R -



Lastly, on behalf of Sun Media Group, | would like to
thank our shareholders for their support. With your
invaluable support, we are well prepared to grasp the
golden opportunities in the advertising industry and the
development of the sports and entertainment media
businesses towards a brighter future.

Yang Lan
Chairperson
(during this financial year)

Hong Kong, 27th July, 2004
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