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SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 20-F

o REGISTRATION STATEMENT PURSUANT TO SECTION 12(b) OR 12(g) OF THE SECURITIES EXCHANGE ACT OF 1934
OR
X ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

For the fiscal year ended June 30, 2003

OR
0 TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the transition period from to
Commission file number: 1-13488

British Sky Broadcasting Group plc
(Exact name of Registrant as specified in its charter)
England & Wales
(Jurisdiction of incorporation or organization)
Grant Way, Isleworth, Middlesex, TW7 5QD, England

(Address of principal executive offices)

Securities registered or to be registered pursuant to Section 12(b) of the Act:

Title of each Name of each exchange
Class on which registered

Ordinary shares (nominal value 50p per share) New York Stock Exchange (V
American Depositary Shares, each of which represents four New York Stock Exchange

Ordinary shares of British Sky Broadcasting Group plc
(nominal value 50p per share)

(1) The listing of Registrant s ordinary shares on the New York Stock Exchange is for technical purposes only and without trading privileges.
Securities registered or to be registered pursuant to Section 12(g) of the Act: NONE

Securities for which there is a reporting obligation pursuant to Section 15(d) of the Act: NONE

Indicate the number of outstanding shares of each of the issuer s classes of capital or common stock at the close of the period covered by the
annual report.
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Ordinary shares (nominal value 50p per share)..........cccceceevveviininincncnnene. 1,937,754,876

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange
Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been
subject to such filing requirements for the past 90 days.

Yes x No o
Indicate by check mark which financial statement item the registrant has elected to follow.

Item 17 o Item 18 x
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FORWARD LOOKING STATEMENTS

This Annual Report on Form 20-F contains forward looking statements. These forward looking statements are not historical facts, but rather
are based on our current expectations, estimates and projections about our industry, our beliefs and assumptions.

Words such as anticipates , expects , intends , plans , believes , seeks , estimates and similar expressions are intended to identify forw
looking statements. These statements are not guarantees of future performance and are subject to risks, uncertainties and other factors, some of
which are beyond our control, are difficult to predict and could cause actual results to differ materially from those expressed or forecasted in the
forward looking statements.

We operate in a competitive environment, and a number of factors could affect our ability to achieve our goals, including, but not limited to,
the effects of government regulation upon our activities; our ability to continue to obtain exclusive rights to movies, sports events and other
programming content; the risks associated with our operation of digital television transmission in the UK and Ireland, as well as our US dollar/
pound sterling and euro/pound sterling exchange rate exposure.

These risks and uncertainties are described in Item 3 Key Information Risk Factors , Item 4 Information on the Company , Item 5 Operating
and Financial Review and Prospects and elsewhere in this Annual Report on Form 20-F. We caution you not to place undue reliance on these
forward looking statements, which reflect our management s view only as of the date of this Annual Report. The forward looking statements
made in this Annual Report on Form 20-F relate only to events, of which we are aware, as of the date on which the statements are made.
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PART I

ITEM 1. IDENTITY OF DIRECTORS, SENIOR MANAGEMENT AND ADVISERS

Not applicable

ITEM 2. OFFER STATISTICS AND EXPECTED TIMETABLE

Not applicable

ITEM3. KEY INFORMATION

SELECTED FINANCIAL DATA

Set forth below is selected financial data for the Group for each of the years in the five year period ended June 30, 2003 and as at June 30,
1999, 2000, 2001, 2002 and 2003.

The information contained in the following tables should be read in conjunction with Item 5 and the Group s historical consolidated financial
statements and related notes, as well as other information included elsewhere in this document.

The selected profit and loss account data set forth below for the years ended June 30, 2003, 2002 and 2001, and the balance sheet data at
June 30, 2003 and June 30, 2002 are derived from audited consolidated financial statements included in this Annual Report on Form 20-F, which
have been prepared in accordance with UK GAAP and differ in certain respects from US GAAP. A reconciliation of certain amounts from UK
GAAP, as well as a description of principal differences between UK GAAP and US GAAP applicable to the Group, is presented in Note 28 of
the notes to the Consolidated Financial Statements. The selected consolidated profit and loss account data for the years ended June 30, 2000 and
1999, and the balance sheet data at June 30, 2001, 2000 and 1999, are derived from the audited consolidated financial statements appearing in
our historical annual reports as filed on Form 20-F with the Securities and Exchange Commission.

4
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Profit and Loss Account: Amounts in
accordance with UK GAAP
DTH subscriber revenues
Cable and DTT subscriber revenues
Adbvertising revenues
Interactive revenues
Other revenues

Group turnover
Operating expenses, net, before amortization of
goodwill and operating exceptional items
Amortization and impairment of intangible
fixed assets
(Provision against) release of provision against
remaining unprovided ITV Digital
programming debtors
Estimated cost of reorganization of Sky
Interactive
Cost of abortive Man Utd bid
Estimated cost of transitioning analog
customers to digital service
Estimated cost of termination of analog
operations
Estimated cost of Sky In-Home Service
Limited reorganization

Operating expenses, net

Operating (loss) profit
Share of operating results of joint ventures
Joint ventures goodwill amortization, net*
(Loss) profit on sale of fixed asset investments
Share of joint venture s loss on sale of fixed
asset investment
Amounts written off fixed asset investments,
net
(Provision) release of provision for loss on
disposal of subsidiary
Interest receivable and similar income
Interest payable and similar charges
Exceptional finance (charges) credits

(Loss) profit on ordinary activities before
taxation
Tax on (loss) profit on ordinary activities

(Loss) profit on ordinary activities after
taxation
Equity dividends  paid and proposed

Retained (loss) profit

Table of Contents

Year ended June 30,
1999 2000 2001 2002 2003 20031
(in millions except per share data)
£979 £1,189 £1,537 £1,929 £2,341 $ 3,870
253 303 299 279 202 334
217 242 271 251 284 469
5 93 186 218 361
96 108 106 131 141 233
1,545 1,847 2,306 2,776 3,186 5,267
(1,360) (1,762) (2,146) (2,584) (2,815) (4,653)
(44) (118) (122) (202)
(23) 5 8
(23)
(6)
(450) (58)
41 4
(6)
(1,816) (1,867) (2,213) (2,721) (2,932) (4,847)
271) (20) 93 55 254 420
(58) (122) (256) (76) 3 6
(14) (101) (1,070)
1) 2
(14) (70)
(39) (60) 15) (25)
(10) 10
4 11 18 11 4 6
(59) (103) (153) (148) (118) (195)
(&) 3
(389) (263) (515) (1,276) 128 212
103 65 (24) 107) 62 103
(286) (198) (539) (1,383) 190 315
(47)
(333) (198) (539) (1,383) 190 315
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I I I I I I
(Loss) earnings per share  basic (16.6p) (11.3p) (29.2p) (73.3p) 9.9p 16.4¢
(Loss) earnings per share  diluted (16.6p) (11.3p) (29.2p) (73.3p) 9.8p 16.2¢
Dividends per share® 2.8p
Dividends per share® (US dollars at date of
payment) 4.5¢

*Included within joint ventures goodwill amortization of £1,070 million for fiscal 2002 is £971 million in respect of an impairment of
KirchPayTV goodwill (see Notes 4 and 14 of Item 18).

All results relate to continuing operations.
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Amounts in accordance with US GAAP
Total revenues

Amortization and impairment of intangible fixed
assets

Operating profit (loss)

Joint ventures goodwill amortization, net
Income (loss) before income tax

Net (loss) income

Basic (loss) earnings per share

Diluted (loss) earnings per share

Basic (loss) earnings per ADS®

Diluted (loss) earnings per ADS®

Balance Sheet:

Amounts in accordance with UK GAAP
Total assets

Long-term debt

Total liabilities

Net (liabilities) assets

Shareholders (deficit) funds

Capital stock®

Shares in issue (number)

Amounts in accordance with US GAAP
Total assets

Long-term debt

Total liabilities

Net assets (liabilities)

Shareholders funds (deficit)

Capital stock®

Shares in issue (number)

Distribution of Sky Channels
DTH subscribers

Table of Contents

Year ended June 30,
1999 2000 2001 2002 2003 2003
(in millions except per share data)
£1,644 £ 1911 £ 2,296 £ 2,707 £3,082 $5,094
(12) (12) (58) (145) 5) 8)
118 (247) (176) (30) 370 610
(10) (71) (712)
2 473) (660) (940) 259 428
(14) (351) (625) (1,047) 286 473
(0.8p) (20.1p) (33.8p) (55.5p) 14.9p 24.7¢
(0.8p) (20.1p) (33.8p) (55.5p) 14.7p 24.3¢
(3.2p) (80.3p) (135.4p) (221.9p) 59.7p 98.6¢
(3.2p) (80.3p) (135.4p) (221.9p) 58.9p 97.4¢
As at June 30,
1999 2000 2001 2002 2003 2003M
(in millions)
£ 1,187 £ 3,280 £ 3,877 £ 2,201 £ 2,025 $ 3,347
(715) (1,412) (1,768) (1,577) (1,152) (1,904)
(1,735) (2,483) 2,816) (2,502) (2,131) 3,522)
(548) 797 1,061 (301) (106) 175)
(548) 797 1,061 (301) (106) 175)
1,566 3,123 3,920 3,879 3,806 6,291
1,726 1,826 1,889 1,893 1,938 1,938
As at June 30,
1999 2000 2001 2002 2003 2003M
(in millions)
£ 1,428 £ 3,060 £ 4,209 £ 2,853 £ 2,810 $ 4,645
(715) (1,412) (1,768) (1,577) (1,152) (1,904)
(1,327) 2,379) (3,359) (2,994) (2,362) (3,904)
101 681 850 (141) 448 741
101 681 850 (141) 448 741
1,566 3,123 3,920 3,879 3,806 6,291
1,726 1,826 1,889 1,893 1,938 1,938
As at June 30,
1999 2000 2001 2002 2003
(in thousands)
3,460 4,513 5,453 6,101 6,845
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Cable subscribers 3,778 3,735 3,486 4,091 3,871
DTT UR 204 740 1,105 1,510
Total UK and Ireland 7,442 8,988 10,044 10,192 12,226

I I I I I

(1) Solely for convenience, pounds sterling amounts for the year ended June 30, 2003 and as at that date have been translated into US dollars at
the noon buying rate of the Federal Reserve Bank of New York on June 30, 2003, which was US$1.6529 per £1.00.

(2) An interim dividend of £47.3 million, representing 2.75p per share was paid for fiscal 1999. No final dividend was paid for fiscal 1999. No
interim or final dividends have been paid or proposed for fiscal 2000, 2001, 2002 or 2003.

(3) In prior period reporting, the (loss) earnings per ADS have been calculated using the weighted average number of ADSs outstanding on the
basis of 1 ADS for 6 Ordinary Shares. On December 23, 2002 the ratio was revised to reflect a new ratio of 1 ADS representing 4 Ordinary
Shares. Therefore, the current and prior period (loss) earnings per ADS have been calculated using a weighted average number of

6
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ADSs outstanding on the basis of 1 ADS for 4 Ordinary Shares. (Loss) earnings per ADS is not exactly four times (loss) earnings per share
due to rounding differences.

(4) Capital stock includes called-up share capital, share premium, shares to be issued and merger reserve (see Note 24 within Item 18).

(5) From fiscal 2003, the number in respect of DTT consists of the Broadcasters Audience Research Board s ( BARB s ) estimate of the number of
homes in the UK with access to Freeview services. Up to and including fiscal 2001, this number comprised subscribers to ITV Digital s DTT
service. For further details see Item 4 Distribution .

Factors which materially affect the comparability of the selected financial data

Accounting changes

During fiscal 2003, US accounting standard SFAS No. 142, Goodwill and Other Intangible Assets, was implemented. The impact of the
adoption of this standard is described in Item 18, Note 28 (i).

During fiscal 2001, UK accounting standard FRS 19, Deferred Tax, was adopted.

During fiscal 2001, US accounting standard SFAS No. 133, Accounting for Derivative Instruments and Hedging Activities, was
implemented. The impact of the adoption of this standard is described in Item 18, Note 28 (i).

During fiscal 2000, US accounting standard SAB 101, Revenue Recognition in Financial Statements, was adopted.

Business combinations

On April 14, 2000, we completed the acquisition of a 24% interest in KirchPayTV (subsequently diluted to 22.03%). We gross equity
accounted for our share of results of this joint venture from April 14, 2000 until February 8, 2002 under UK GAAP, and until December 31,
2001 under US GAAP. See the consolidated financial statements for further information relating to our accounting treatment of our investment
in KirchPayTV under UK and US GAAP.

During fiscal 2001, we completed the acquisitions of BiB and SIG. The results of these acquisitions were consolidated from the respective
dates of acquisition.

Exchange rates

A significant portion of our liabilities and expenses associated with the cost of programming acquired from US film licensors is
denominated in US dollars. For a discussion of the impact of exchange rate movements on our financial condition and results of operations, see
Item 5  Operating and Financial Review and Prospects .

Since any dividends that may be declared by us will be declared in pounds sterling, exchange rate fluctuations will affect the US dollar
equivalent of cash dividends receivable by holders of ADSs.

The following table sets forth, for the periods indicated, information concerning the noon buying rates of the US Federal Reserve Bank for
pounds sterling expressed in US dollars per £1.00.

Month High Low
May 2003 1.6484 1.6020
June 2003 1.6840 1.6278
July 2003 1.6718 1.5867
August 2003 1.6170 1.5728
September 2003 1.6642 1.5732
October 2003 1.7025 1.6598
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Year Ended June 30, Average()
1999 1.6421
2000 1.5919
2001 1.4509
2002 1.4479
2003 1.5915

(1) The average rate is calculated by using the average of the noon buying rates on the last day of each month during the relevant year.
On November 26, 2003 the noon buying rate was US$1.7090 per £1.00.

RISK FACTORS

This section describes the significant risk factors affecting our business. These risks could materially adversely affect our business, financial
condition, prospects, liquidity or results of operations. Additional risks and uncertainties of which we are not aware or which we currently
believe are immaterial may also adversely affect our business, financial condition, prospects, liquidity or results of operations.

We rely on intellectual property and proprietary rights, including in respect of programming content, which may not be adequately
protected under current laws.

Our services are largely comprised of content in which we own, or have licensed the intellectual property rights, delivered through a variety
of media, including broadcast programming, via interactive television services, and via the Internet. We rely on trademark, copyright and other
intellectual property laws to establish and protect our rights in these products. However, we cannot assure you that our rights will not be
challenged, invalidated or circumvented or that we will successfully renew our rights. Third parties may be able to copy, infringe or otherwise
profit from our rights without our authorization. These unauthorized activities may be more easily facilitated by the Internet. In addition, the lack
of Internet specific legislation relating to trademark and copyright protection creates an additional challenge for us in protecting our rights
relating to our on-line business processes and other digital technology rights.

We generate wholesale revenues from a limited number of customers.

Our wholesale customers, to whom we offer the Sky Channels and from whom we derive our cable revenues, comprise principally ntl
Group Ltd. ( ntl ) and Telewest Communications plc ( Telewest ). We understand that Telewest is in the process of completing a financial
restructuring with its bondholders and shareholders (see Item 4 Distribution Cable Distribution  United Kingdom ).

Economic or market factors, or a change in strategy as it relates to the distribution of our channels by ntl or Telewest, may adversely
influence the wholesale revenue we receive from ntl or Telewest which would negatively affect our business.

We are subject to a number of long term obligations.

We are party to a number of medium or long term agreements and/or other arrangements (including in respect of programming and
transmission) which impose financial and other obligations upon us. Were we unable to perform any of our obligations under these agreements
and/or arrangements, it could have a material adverse effect on our business.

We operate in a highly competitive environment that is subject to rapid change and we must continue to invest and adapt to remain
competitive.

We face competition from a broad range of companies engaged in communications and entertainment services, including cable television,
digital and analog terrestrial television, telecommunications providers, and home video products companies, as well as companies developing
new technologies and other suppliers of
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news, information, sports and entertainment, as well as other providers of interactive services. Although we have continued to develop our
services through technological innovation and in licensing a broad range of content, we cannot predict with certainty the changes that may occur
in the future and affect the competitiveness of our businesses. In particular, the means of delivering various of our (and/or competing) services
may be subject to rapid technological change.

Our ability to compete successfully will depend on our ability to continue to acquire, commission and produce programming content, and
attractively package and offer it to our customers at competitive prices. The program content and third party program services we have licensed
from others are subject to fixed term contracts which will expire. We cannot assure you that program content or third party program services
(whether on a renewal or otherwise) will be available to us on acceptable terms, or at all, and if so available, that such program content or
program services will be attractive to our customers.

Our business is heavily regulated and changes in regulations (or changes in interpretation of regulations) or failure to obtain required
regulatory approvals could adversely affect our ability to operate.

We are subject to regulation primarily in the UK and the European Community. The regimes which affect our business include
broadcasting, telecommunications, and competition (anti-trust) laws and regulations. Relevant authorities may introduce additional or new
regulations applicable to our business. Our business and business prospects could be adversely affected by the introduction of new laws, policies
or regulations or changes in the interpretation or application of existing laws, policies and regulations. Changes in regulations relating to one or
more of licensing requirements, access requirements, programming transmission and spectrum specifications, consumer protection, or other
aspects of our business, could have an adverse effect on BSkyB s or any competitor s business and results of operations.

On December 17, 2002, following an investigation and the submission by BSkyB of written and oral representations, the Office of Fair
Trading ( OFT ) announced that BSkyB had not been found in breach of the Competition Act 1998. Both ntl and the liquidator of ITV Digital
requested, under the Competition Act 1998, the OFT to vary or withdraw its decision concerning BSkyB. On July 29, 2003, the OFT announced
that it had rejected both applications. The period in which both ntl and the liquidator of ITV Digital had the right to appeal this decision of the
OFT to the Competition Appeals Tribunal has now expired, without any appeal having been made. See Item 4 Government Regulation UK
Competition Law Regime The Competition Act 1998 .

The European Commission has commenced investigations into a number of agreements, decisions or practices leading to the acquisition of
broadcasting rights to football events within the European Economic Area ( EEA ), including the sale of exclusive broadcast rights to Premier
League football by The Football Association Premier League Limited ( FAPL ). On June 21, 2002, BSkyB Limited and the FAPL notified BSkyB
Limited s current arrangements for the broadcast of FAPL football matches to the European Commission seeking either a clearance or an
exemption from Article 81 of the EC Treaty. The FAPL has also notified the rules of the FAPL to the European Commission. On December 20,
2002, the European Commission issued a Statement of Objections to the FAPL outlining certain concerns in respect of the FAPL s joint selling
of broadcast rights to Premier League football. BSkyB has received several requests for information from the European Commission concerning
the bidding process undertaken by the FAPL in relation to the sale of Premier League football rights in respect of the three year period
2004 2007. Whilst this EC investigation remains ongoing, the FAPL announced that BSkyB has been awarded (subject to contract) all four
packages of exclusive live UK rights to FAPL football, two near live packages of UK rights to FAPL football (both on a delayed basis), four of
the five packages of live rights in the Republic of Ireland and two near live packages of rights in the Republic of Ireland from the beginning of
the 2004/05 season to the end of the 2006/07 season. BSkyB is currently unable to assess whether this EC investigation will have a material
effect on the Group and its financial results.

We cannot assure you that we will succeed in obtaining all requisite approvals in the future for our operations without the imposition of
restrictions which may have an adverse consequence to us nor that
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compliance issues will not be raised in respect of operations conducted prior to the date of filing of this Annual Report on Form 20-F.

Our business is reliant on technology which is subject to risk, change and development.

We are dependent upon satellites which are subject to significant risks that may prevent or impair proper commercial operations, including
defects, destruction or damage, and incorrect orbital placement. If we were unable to obtain sufficient satellite transponder capacity in the future
or our contracts with satellite providers were terminated, this would have a material adverse effect on our business and operations. Similarly,
loss of the transmissions from satellites that are already operational, or failure of our transmission or uplinking facilities, could have a material
adverse effect on our business and operations. We employ encryption technologies which protect against unauthorized access to our services.
Whilst these encryption technologies have so far been resilient to piracy, and we continue to work with our technology supplier to maintain this
status, there can be no assurance that they will not be compromised in the future. We have made and continue to make significant investment in
our customer relationship management technology.

Were any of these technologies to fail, this could have a material adverse effect on our business.

We license conditional access software and receive a number of related support services, including the provision of smart cards, from NDS
Limited, which is our sole supplier of such technology. Were NDS unable to continue to provide us with such services our business could be
negatively affected.

There is a large existing population of digital set-top boxes (in which we have made a significant investment and which are owned by
customers). Were a significant number of these to suffer failure, or were our set-top boxes to be rendered either redundant or obsolete by other
technology or by the mandatory imposition of incompatible technology, or should we need to or wish to upgrade the existing population of
set-top boxes this could have a material adverse effect on our business.

ITEM 4. INFORMATION ON THE COMPANY
HISTORY AND DEVELOPMENT OF THE GROUP AND BUSINESS OVERVIEW

Introduction

British Sky Broadcasting Group plc and its subsidiaries operate a leading pay TV service, principally in the United Kingdom ( UK ) and the
Republic of Ireland ( Ireland ). We acquire programming to broadcast on our own channels and supply certain of those channels to cable operators
for them to retransmit to their subscribers. We also retail our channels, together with channels broadcast by third parties, to DTH subscribers and
certain of our channels (together with channels broadcast by third parties) to a limited number of DSL subscribers. We also make three of our
channels available free-to-air via the UK DTT platform.

At September 30, 2003, there were approximately 12,576,000 subscribers to our pay TV service in the UK and Ireland. Of these, 7,015,000
were digital DTH subscribers (the remainder being subscribers of the cable operators to whom we supply certain of our channels). According to
estimates of the Broadcasters Audience Research Board ( BARB ), there were 1,710,000 homes in UK capable of receiving certain of our
channels via the DTT platform. Our total revenues in fiscal 2003 were £3,186.0 million (fiscal 2002: £2,776.1 million; fiscal 2001:
£2,306.0 million). This was derived from £2,341.2 million in subscription fees from DTH viewers (fiscal 2002: £1,929.2 million; fiscal 2001:
£1,536.7 million), £202.2 million in subscription fees from cable platform operators (fiscal 2002: £279.4 million (subscription fees from cable
and DTT platform operators); fiscal 2001: £299.1 million (subscription fees from cable and DTT platform operators)), £283.6 million in
advertising sales revenue (fiscal 2002: £250.7 million; fiscal 2001: £270.5 million), £218.3 million in interactive revenue (fiscal 2002:
£186.0 million; fiscal 2001: £93.0 million) and £140.7 million in other revenue (fiscal 2002: £130.8 million; fiscal 2001: £106.7 million).
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We are engaged in television broadcasting, together with certain ancillary functions, principally within the UK and Ireland, with activities
conducted principally from the UK. All of our turnover principally arises from services provided to retail and wholesale customers within the
UK, with the main exception of £92.9 million (fiscal 2002: £62.4 million; fiscal 2001: £32.6 million) which arises from services provided to
retail and wholesale customers in Ireland and £9.0 million (fiscal 2002: £7.7 million; fiscal 2001: £5.4 million) which arises from services
provided in the Channel Islands.

As set forth herein, references to fiscal years are to our fiscal years which ended on the Sunday nearest to June 30, in each year. We publish
our financial statements in British pounds sterling (£). References herein to  US dollars , dollars , US$ , $ and ¢ are to currency of the US,
references to  Euro and are to currency of the European Community and references to pounds sterling , £ , pence and p are to currency of
Certain pounds sterling amounts stated herein have been translated into US dollars at an assumed rate solely for the convenience of the reader
and should not be construed as representations that such US dollar amounts actually represent such pound sterling amounts or that such pound
sterling amounts could be converted into US dollars at the rate indicated or at any other rate. Unless otherwise stated herein, such US dollar
amounts have been translated from the corresponding pound sterling amounts at the noon buying rate in The City of New York for cable
transfers in foreign currencies as certified for customs purposes by the Federal Reserve Bank of New York (the noon buying rate ) on June 30,
2003, which was $1.6529 per £1.00. For information with respect to exchange rates, see Item 3 Key Information Exchange Rates .

Our Consolidated Financial Statements included herein are prepared in accordance with accounting principles generally accepted in the UK.
UK GAAP differs in certain significant respects from accounting principles generally accepted in the US. A discussion of the principal
differences between UK GAAP and US GAAP is contained in Note 28 within Item 18.

Certain terms used herein are defined in the Glossary which appears at the end of this Form 20-F.

The Company, a public company limited by shares and domiciled in the UK, operates under the laws of England and Wales. It was
incorporated in England and Wales on April 25, 1988. Our principal executive offices are located at Grant Way, Isleworth, Middlesex,
TW7 5QD, England. Tel: +44(0)870 240 3000. A list of our significant subsidiaries is set out in Note 15 within Item 18.

Programming

We provide viewers with a broad range of programming options. Our programming is an important factor in generating and maintaining
subscriptions to our channels by viewers. With respect to the channels we own and operate, we incur significant expense to acquire exclusive
pay TV rights to films, the exclusive rights to broadcast certain sports events live and rights to other general entertainment programming. We are
dependent upon the licenses which grant us these rights as well as our satellite television services licenses, telecommunication licenses and
authorizations. We also produce and commission original entertainment programming. We have also acquired the rights to market the television
services of third parties to DTH viewers. Currently, we own, operate and distribute 15 Sky Channels via our digital service (or 25 including
multiplexed versions of the Sky Channels but excluding the business channels SkyVenue and the Pub Channel). We also currently retail to DTH
viewers 82 Sky Distributed Channels (including multiplexed versions of channels). We do not own the Sky Distributed Channels (although we
have an equity interest in certain of them). In addition to the Sky Distributed Channels, we currently retail to Sky digital subscribers the digital
audio services Music Choice and Music Choice Extra, nine radio services and the Sky Box Office service. In September 2001, we ceased
broadcasting our residual analog services.

The current Sky Channels are Sky Movies 1 (which was previously branded Sky Movies Premier and which has four multiplex versions:
Sky Movies 3, Sky Movies 5, Sky Movies 7 and Sky Movies 9), Sky Movies 2 (which was previously branded Sky Movies Max and which has
three multiplex versions: Sky Movies 4, Sky Movies 6 and Sky Movies 8), Sky Cinema 1 (which was previously branded Sky Movies Cinema
and which has one multiplex version: Sky Cinema 2), Sky Sports 1, Sky Sports 2, Sky Sports 3, Sky Sports Xtra (previously Sky Sports Extra),
Sky Sports News, Sky One (and its multiplex version, Sky
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One Mix), Sky News, Sky Travel, (including its multiplex version, Sky Travel Extra), Sky Travel Shop and three music channels: Flaunt, The
Amp and Scuzz. Our channels multiplexes are versions of the primary channels on which the programs are substantially the same as those on the
primary channel, but are transmitted at different times.

We retail to our DTH customers various combinations of the Sky Basic Channels and the Sky Distributed Channels (other than the Premium
Sky Distributed Channels) as basic tiers of programming, ranging from 7 to 92 television channels (as well as certain music audio and radio
services). All of these basic packages are collectively called the Basic Packages . Our DTH subscribers either subscribe to one of the Basic
Packages alone (or together with any one or more Premium Sky Distributed Channel) or receive one of the Basic Packages within the cost of any
of the Sky Premium Channels that the subscriber receives. We also offer Sky Box Office and Music Choice and Music Choice Extra to DTH
subscribers. On the DTH platform, the Sky Premium Channels, the Sky Basic Channels (other than Sky News), Sky Box Office, Music Choice
and Music Choice Extra and the Sky Distributed Channels (other than QVC) are encrypted in order to limit access to paying subscribers only.

Both ntl and Telewest currently carry all of the Sky Premium Channels, although both offer our movie multiplex channels only to their
digital cable subscribers. ntl also carries on its digital networks all of the Sky Basic Channels other than Sky Travel Shop. Telewest carries three
of the eight Sky Basic Channels (excluding multiplex versions). Both ntl and Telewest also carry some Sky Box Office events for
re-transmission to their cable subscribers, but do not carry the Sky Box Office movie service.

According to surveys produced by BARB, as of June 30, 2003, an estimated 27% of the estimated 24.8 million TV homes in the UK were
equipped with digital satellite reception equipment; 14% subscribed to a cable TV or SMATYV package (single mast antenna television which is
primarily for buildings that receive programming by means of a single satellite antenna connected to a head end and which distributes television
signals to individual units in the building by cable); and 6% had digital terrestrial television. According to BARB estimates, in the UK the Sky
Channels accounted for an estimated 29% of viewing in homes with cable or satellite reception equipment of all satellite and cable channels (or
an overall 12% viewing share of all channels available within satellite and cable homes during the same period) and the Sky Distributed
Channels accounted for the majority of the balance of viewing of satellite and cable channels.

For the year ended June 30, 2003, BARB estimates that 42% of all viewing in UK homes with digital satellite reception equipment ( digital
satellite homes ) was of channels available via the satellite platform other than BBC1, BBC2, ITV1, Channel 4 and five . BARB estimates that in
the same period Sky Channels accounted for 32% of multi-channel viewing in UK digital satellite homes, with an overall 16% viewing share
across all channels available (including the traditionally analog terrestrial channels) within digital satellite homes.

In addition to owning the Sky Channels, we hold significant equity interests in ventures that own fifteen (not counting multiplex versions)
of the Sky Distributed Channels (including certain Premium Sky Distributed Channels) which are operated and distributed in the UK and
Ireland. In addition to the fifteen Sky Distributed Channels, we also have a significant equity interest in the venture operating the audio services
Music Choice and Music Choice Extra (this venture also operates in certain international territories) and a 33.33% equity interest in the venture
operating the Sky News Australia Channel, which is based in Australia.

Premium Channels
Sky Premium Channels

Sky Movies 1 and 2

Sky Movies 1 and 2 operate 24-hours per day, seven days a week and principally show the licensor s output of recent release movies,
made-for-TV movies and certain library movies (in respect of which we are typically granted exclusive pay TV rights to broadcast the licensor s
output during the relevant pay TV window) distributed by major Hollywood and independent US and European licensors.
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As of June 30, 2003, over 97% of movie subscribers subscribed to both of the Sky Movies channels.

In the last three years, we have also been involved in financing the production of feature films to be exploited on television, including on
our own movie channels.

Sky Sports 1, Sky Sports 2, Sky Sports Xtra
Both Sky Sports 1 and Sky Sports 2 provide on average 20 hours or more of sports programming per day, including live coverage of certain
popular sports events. At June 30, 2003, there were approximately 5.2 million UK and Irish DTH and cable subscribers to either Sky Sports 1 or
Sky Sports 2 and over 97% of these sports subscribers subscribed to both Sky Sports 1 and Sky Sports 2.

Since July 2003, Sky Sports Xtra has been available as a premium a la carte service as well as being provided as a free channel to DTH
subscribers to both Sky Sports 1 and Sky Sports 2. Sky Sports Xtra broadcasts primarily non-UK sports such as NFL, international cricket,
Masters tennis, NBA, UEFA Champions League football (soccer) and Spanish League football.

Our programming rights for the Sky Sports channels include exclusive rights to broadcast live in the UK and Ireland a number of important
football, rugby, cricket, golf and boxing events. In addition, we purchase rights to broadcast a wide range of additional sports programming on
both an ad hoc and longer term basis.

On August 8, 2003, October 3 and October 30, 2003, it was announced that the Group had successfully bid for all four packages of
exclusive live UK rights to Football Association Premier League ( FAPL ) football, two near live packages of UK rights to FAPL football (both
on a delayed basis), four of the five packages of live rights in Ireland and two near live packages of rights in Ireland from the beginning of the
2004/05 season to the end of the 2006/07 season. The European Commission is investigating the bidding process undertaken by the FAPL in
relation to the collective selling of Premier League football rights.

Sky Bonus Channels

Sky Cinema 1, Sky Sports 3
Sky Cinema 1 operates 24-hours per day, seven days a week and primarily features older or classic films. It is available free to DTH and
cable subscribers who subscribe to both of our Sky Movies channels. There is one Sky Cinema 24-hour multiplex, Sky Cinema 2.

Sky Sports 3 currently offers on average 14 hours of sports programming each day. It is available free to DTH and cable subscribers who
subscribe to either Sky Sports 1 or Sky Sports 2.

Premium Sky Distributed Channels

The Disney Channel

Under an agreement with The Walt Disney Company Limited, we have the exclusive rights to distribute the Disney Channel and three
additional multiplexes to the core Disney Channel via DTH, in the UK and Ireland, as a bonus channel to those of our DTH subscribers
receiving both of our Sky Movies channels and to other digital DTH subscribers on an a la carte basis.

Chelsea TV

In August 2001, we entered into a joint venture with Chelsea Village plc in respect of Chelsea Digital Media Limited (in which we own a
20% equity interest) to establish and operate a digital subscription pay TV channel dedicated to showing certain programming relating to
Chelsea Football Club. We offer Chelsea TV to our DTH subscribers solely on an a la carte basis.
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Murv

We are party to a joint venture, MUTV Limited, with Manchester United PLC and Granada Media Group Ltd (each party owning a 33.33%
equity interest in MUTYV) to operate a digital subscription pay TV channel dedicated to showing certain programming relating to Manchester
United Football Club. We offer MUTYV to our DTH subscribers solely on an a la carte basis and also act as agent for the cable carriage of MUTV
in the UK and Ireland.

FilmFour

We offer FilmFour, a pay TV film channel operated by Channel 4, together with its two multiplexes, FilmFour+1 and FilmFour Weekly , to
our DTH subscribers solely on an a la carte basis.

Artsworld

Artsworld, a pay TV channel (in which we own a 50% equity interest) broadcasting arts-oriented programming, including classical music,
opera and dance, launched in December 2001. We offer Artsworld to our DTH subscribers solely on an a la carte basis.

Star News / Star Plus

Star News, a world news pay TV channel, and Star Plus, a general entertainment pay TV channel, (both targeting the Indian sub-continent
audience resident in the UK and Ireland), were launched via our digital platform in January 2001. We offer Star News and Star Plus together
(but not individually) to our DTH subscribers solely on an a la carte basis.

Basic Packages

Sky Basic Channels
Sky One is the general entertainment flagship channel of the Sky Channels. It is targeted primarily at a 16-34 age group audience and
includes first-run US entertainment programs and UK commissioned factual and drama series. Based upon BARB surveys, during the 52 weeks
ended June 30, 2003, Sky One was viewed by approximately 43.8% of individuals in all UK TV homes. In December 2002, we launched Sky
One Mix, a multiplex version of Sky One.

Sky News provides 24-hour national and international news coverage. Sky News is broadcast unencrypted and can be seen by all DTH
viewers capable of receiving transmissions from the Astra satellites via which we broadcast our services and internationally in over 80 countries.
Sky News is also distributed by all UK cable operators and by certain third party operators outside the UK.

Sky Sports News is currently available to our DTH subscribers and to subscribers to ntl s and Telewest s digital cable television services.

Sky Travel features travel related programming currently available to DTH subscribers and to subscribers to ntl s digital cable television
services. In August 2002, we launched Sky Travel Extra offering travel programming and the opportunity for Sky Travel DTH viewers to
purchase a wide range of holidays via their television set. In February 2003 we also launched Sky Travel Shop, a tele-shopping channel offering
DTH viewers holiday packages to purchase via the telephone or online.

Versions of Sky News, Sky Sports News and Sky Travel are available as part of the free-to-view service on DTT (See Distribution below).

In April 2003, we launched three interactive music channels, Flaunt, The Amp and Scuzz, currently available to our DTH subscribers and to
subscribers to ntl s digital cable television services.
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Basic Sky Distributed Channels
We typically have the exclusive right to offer the basic Sky Distributed Channels to residential DTH viewers in the UK and Ireland.

We currently act as an agent for The History Channel, the Biography channel, MUTV, Granada Men & Motors and Granada Plus for the
sale of these channels and their multiplexes (where relevant) to cable operators in the UK and Ireland, and have the non-exclusive right to
distribute the Disney Channel to cable operators. The owners of the Sky Distributed Channels generally sell their own advertising time on such
channels, although we act as an advertising sales agent for The History Channel, the Biography channel, the National Geographic Channel,
Adventure One, MUTYV, Chelsea TV, Hallmark, the six EMAP music channels (Q, Kiss, Magic, Kerrang, Smash Hits and The Box) and the
eight Discovery Channels (Discovery, Home and Leisure, Travel and Adventure, Wings, Sci-Trek, Civilisations, Health and Animal Planet), on
a commission basis as well as for these channels multiplexes other than The Hits and Discovery Kids.

Music Choice

We offer Music Choice, a 24-hour digital audio service consisting of 10 audio channels, to all DTH subscribers. This is included in each of
our Basic Packages. In addition, Music Choice Extra, which consists of 30 digital audio channels, is available to our DTH subscribers as an a la
carte premium service.

Pay-per-view
With our Sky Box Office service, we currently offer our DTH subscribers 62 screens of TV premieres of movies and occasional live sports
and other special events on a pay-per-view basis. We have acquired certain exclusive DTH rights from movie distributors which enable us to

show their movies on Sky Box Office. We also offer seven screens of adult movies, between 10 pm and 6 am, to our DTH subscribers via our 18
Plus Movies service.

Following our purchase of exclusive DTH pay-per-view rights to Premier League football matches (for the seasons 2001/02-2003/04
inclusive), a further 40 matches (over and above those matches broadcast on our Sky Sports channels) are available on a pay-per-view basis via
our Premiership Plus service for the current football season, either for a per-match price or for a one-off season ticket price.

In addition to our own pay-per-view services, we retail to our DTH subscribers six third party adult services on a pay-per-night basis.

Distribution

We distribute our programming services directly to DTH subscribers through the Basic Packages and the Premium Channels. Cable
subscribers, by contrast, contract with their local cable operators, which in turn acquire the rights to distribute certain of the Sky Channels from
us which they combine with other channels from third parties. Prior to its closure in April 2002 we supplied versions of certain of the Sky
Channels to ITV Digital on wholesale terms. These arrangements with ITV Digital made a material contribution to our operating profit.

As at June 30, As at
September 30,
2001 2002 2003 2003

(in thousands)
Distribution of Sky Channels

DTH subscribers 5,453 6,101 6,845 7,015
Cable subscribers 3,486 4,091 3,871 3,851
DTT UK 1,105 1,510 1,710
Total UK and Ireland 10,044 10,192 12,226 12,576
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DTH Distribution

We launched Sky digital, our digital DTH service, in October 1998 and we terminated our previous analog service in September 2001.
During fiscal 2003, whilst there were 1,355,000 new subscribers to Sky digital, digital churn in that same period was 611,000. Digital DTH
churn in total was 9.4% in fiscal 2003 (digital churn fiscal 2002: 10.5%; total churn fiscal 2001: 10.0%). We define digital churn as the number
of digital DTH subscribers over a given period who terminate their subscription in its entirety, net of former subscribers who reinstate their
subscription in that period.

As at September 30, 2003, we had a total of 7,015,000 DTH subscribers, with the Sky World package (the channel package containing all of
the Sky Premium Channels and the largest number of basic channels) taken by over 54% of our DTH subscribers.

In fiscal 2003, we achieved an annual net growth of 744,000 digital DTH subscribers. The future demand and speed of take up of our digital
service will depend upon the attractiveness of our digital service, the marketing initiatives adopted both by us and others and the competitive
pressures resulting from the availability of competing services such as analog and digital terrestrial and analog and digital cable television.

In fiscal 2003 we derived £2,341.2 million of our total revenues from DTH subscription revenues, which are a function of the number of
subscribers, the mix of services taken and the rates charged in subscription fees from DTH viewers (fiscal 2002: £1,929.2 million; fiscal 2001:
£1,536.7 million).

In the UK, the price to a DTH subscriber of our basic package containing the largest number of basic channels is currently £18.50. In 2001
and 2002 it was £16; in 2000, it was £13. Depending upon the number of Sky Premium Channels taken (which currently can be between one and
five (plus multiplexes)), the price to that same DTH subscriber in the UK of taking Sky Premium Channels currently ranges between £24.50 and
£38 (2002: between £26 and £37; 2001: between £24 and £34; 2000: between £21 and £32).

In Ireland, the price to a DTH subscriber of our basic package containing the largest number of basic channels is currently 26.99 ( 27
between January and September 2002) (fiscal 2002: IR£16, IR£21.26 or 27 fiscal 2001 IR£13 or IR£16). Depending upon the number of Sky
Premium Channels taken (which currently can be between one and five (plus multiplexes)), the price to that same DTH subscriber in Ireland of
taking Sky Premium Channels currently ranges between 34.61 and 60 (fiscal 2002: between IR£24 and IR£41.74 or between 37 and 53; fiscal
2001: between IR£21 and IR£36).

We offer our DTH services to both residential and commercial DTH subscribers in the UK and Ireland. Our commercial subscribers include
offices, retail outlets, hotels, pubs and clubs.

At June 30, 2003, residential and commercial DTH subscribers represented approximately 64% (the balance being made up of subscribers
to our wholesale customers) of the total number of UK and Ireland subscribers to our services.

Digital Satellite Equipment

UK

In order to receive our Sky digital service, viewers are required to have a digital satellite system which includes a satellite dish and LNB, a
digital set-top box and a remote control. When we launched Sky digital, the cost of this equipment to the customer without the benefit of any
subsidy would have been approximately £400. With the benefit of a subsidy provided by BiB it was £199 (for new customers) or £159 (for
existing Sky analog customers). In 1999, we began a new initiative to accelerate the take up of digital satellite by offering free digital satellite
systems. During 2002, in order to receive a free digital satellite system a subscription to our services was required. However, from January 1,
2003 we offered free set-top boxes without a requirement to subscribe to one of our services (which was also the case prior to 2002). Recipients
of free set-top boxes are still required to pay for installation and enter into a contract which requires them to connect the set-top box to a
telephone line which is fully operational and able to make
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outbound calls for a 12 month period. From time-to-time, promotional offers are run and installations may be purchased at discounted prices to

those stated below.

The services which a non-subscriber taking up the free box offer receives will depend upon the number of unencrypted services available on
the Astra satellite system and also on whether third party broadcasters of encrypted non-subscription channels take the relevant conditional

access services to make their channels available to satellite viewers who do not subscribe to pay TV.

The retail price for a set-top box during fiscal 2003 to a customer taking up the free equipment offer has been as follows:

Price (one-off ) for set-top box to subscribers Price including VAT
from January 1, 2002 Free

Price (one-off ) for set-top box to non-subscribers

until December 31, 2002 £169

from January 1, 2003 Free

Our charges for standard installation of satellite equipment during fiscal 2003 have been as follows (charges for installations which are

non-standard vary):

Installation charge (one-off ) to subscribers

from June 5, 2002 Sky World subscribers
all other subscribers

Installation charge (one-off) to non-subscribers

until December 31, 2002

from January 1, 2003

Price including VAT
£60
£100

£100
£120

We also offer our subscribers the opportunity to purchase up to three extra standard set-top boxes for use at the same residence as their
original set-top box which enables them to watch different satellite programs in different rooms at the same time using just one satellite dish. As
well as the cost of the extra set-top box (currently £99 when taken with an extra Sky digital subscription), an installation charge and monthly
subscription charge (discounted as against our standard subscription charges) are also payable by the subscriber. With each additional
subscription the customer is able to obtain all the channels in his or her subscription for the original set-top box on each extra set-top box.

The prices for an extra set-top box ( Extra Digibox ) to our subscribers for equipment, installation and subscription have been as follows:

Price for each additional Extra Digibox

Price of set-top box until October 7, 2002

Price of set-top box from October 8, 2002

Installation charge (standard)

Incremental charge for any other installation (standard) at same time
Monthly subscription until October 7, 2002 (regardless of package
subscribed to)

New monthly subscriptions from October 8, 2002 (regardless of package
subscribed to)

* when taken with an extra Sky digital subscription

£169
£ 99%*
£ 50
£ 25
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During fiscal 2003, we have continued to offer Sky Plus ( Sky+ ). Customers pay a one-off fee for the Sky+ box and must also pay a monthly
subscription to use its recording features. The prices for equipment, installation and subscription have been as follows:

Price for Sky+

Price of set-top box until October 7, 2002 £300
Price of set-top box from October 8, 2002 £250
Price of set-top box from March 1, 2003 £249
Price of set-top box from August 22, 2003 £199
Installation charge for Sky digital subscribers (standard) £ 50
Installation charge for non-Sky digital subscribers until March 7, 2003

(standard) £100
Installation charge for non-Sky digital subscribers from March 8, 2003

(standard) £120
Incremental charge for any other installation (standard) at same time until

October 1, 2003 £ 25
Incremental charge for any other installation (standard) at same time from

October 1, 2003 £ 10
Monthly subscription for Sky+ functionality* £ 10

* Since October 1, 2003, this monthly subscription fee has not been applicable to any DTH subscriber taking two or more Sky Premium
Channels (excluding bonus and stand-alone premium channels).

Both satellite equipment and subscriptions to our DTH service are offered by us directly and by a variety of retailers. Such retailers
generally receive payments from us in connection with the supply of satellite reception equipment under our free digital satellite equipment
initiative and commission for the sale of subscriptions to our DTH services. The level of sales of subscriptions varies depending upon the time of
the year and the degree of promotion and special offers. Installation services are provided to customers by some of the smaller retailers. We
provide installation and equipment repair services through Sky In-Home Service Limited ( SHS ), an installation company which is one of our
subsidiaries. In fiscal 2003, approximately 1.0 million DTH systems were installed in the UK by or on behalf of SHS (2002: 1.3 million; 2001:
2.1 million).

We have built digital transmission and uplink facilities and have developed (in conjunction with others on a commissioned or licensed
basis) a digital conditional access system, customer management systems, electronic program guide and navigation technology, as well as
applications and online return path infrastructure to permit the offering by us of interactive television services. We have worked with a number
of manufacturers and continue to work closely with selected manufacturers to develop digital satellite set-top boxes based upon our
specifications. One manufacturer supplies television sets containing integrated digital satellite and DTT receivers.

At June 30, 2003, we had entered into agreements committing us until the end of June 2004 to purchase 1.1 million digital satellite set-top
boxes from four manufacturers. Our agreements set the price to us of the set-top boxes until the end of July 2004.

Sky+ is a set-top box that we have developed, which contains two satellite tuners and an integrated personal television recorder allowing
approximately 20 hours of programming to be recorded directly on to a hard-disk recording facility contained within the set-top box. This
enables digital satellite viewers to watch one live digital satellite program (or a previously recorded program) while simultaneously recording
another, pause or rewind live TV and automatically record some series of favorite programs.

From time to time, we update the functionality of Sky+ (and the digital satellite set-top boxes) using software downloads into the set-top
box, broadcast via satellite.

Ireland

In Ireland, both satellite equipment and subscriptions to our services are offered directly by us and by a large number of Irish retailers. Such
retailers, like their UK counterparts, generally receive payments from us in connection with the supply of satellite reception equipment under our
free digital satellite equipment initiative and commission for the sale of subscriptions to Sky s services sold to DTH customers in Ireland. Some
of the channels offered in Ireland differ to those offered in the UK.
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At September 30, 2003, there were approximately 297,000 DTH subscribers to our services in Ireland.

Whilst our digital DTH services have been available in Ireland since December 1998, it was not until September 2000 that we made
available to DTH subscribers in Ireland a free set-top box offer. To benefit from this offer, customers in Ireland must subscribe to our services.
In September 2002, a limited range of online interactive services were provided to our DTH subscribers in Ireland for the first time.

Interactive

Our digital DTH service allows a broadcaster, such as ourselves, to develop and offer its viewers enhanced and interactive services as well
as offering additional functionality. We offer enhanced broadcast applications behind a number of Sky Channels including Sky Movies Active
(behind our movie channels), Sky Sports Active (behind our sports channels) and Sky News Active (behind Sky News). BSkyB, as well as other
broadcasters, is enhancing its channels with interactive services which can be accessed whilst the programming on the channel stays in view. In
fiscal 2003, we derived £218.3 million in interactive revenue (fiscal 2002: £186.0 million; fiscal 2001: £93.0 million).

Currently, in addition to the Sky Active portal (see Sky Interactive below), a range of other interactive services is available, and DTH
customers can access these services by means of either stand alone portals (Sky Active being one of them) or in conjunction with certain
broadcast channels. Services provided in this manner include competitions, voting, messaging services, quizzes, games and betting some of
which relate to the program content.

Technological advances during the current year have allowed us to implement a multi-platform retail offering using third party fulfillment,
and to produce interactive voting applications which can handle a higher level of call volumes. In addition, we have developed our browser
technology, allowing betting and other applications to be developed to higher standards.

We have continued to develop our interactive advertising technology, for the first time developing advertising applications that make use of
our browser technology with a view to enabling a wider range of interactive advertising services to be offered.

Sky Interactive

BiB, through its subsidiary Sky Interactive Limited, provides an interactive TV platform for the development and delivery of interactive
services, such as games, home shopping, betting, banking, travel, holiday and e-mail services. It is also used to deliver the interactive services of
third parties, such as a UK government information service and the enhanced services of a number of broadcasters. We currently own and
operate four stand alone interactive portals on the digital satellite platform which relate to a broad range of interactive services including retail,
betting and games.

Major product launches by us during the year include SkyBetVegas, offering a range of fixed odds betting games.

Sky Active is currently offered free of charge to all digital satellite viewers and the customer s telephone line is the return path for these
interactive services via a modem in the set-top box. It derives revenues principally from (1) premium rate telephone charges in connection with
viewers usage of its services (such as pay-per-play games, voting and entries to quizzes), (2) revenue sharing in e-commerce transactions
(e.g. retailing or betting) completed on the platform, (3) advertising and (4) tenancy and technology fees charged to content providers that offer
services on the platform including licenses of its Wireless Mark-Up Language technology and backend infrastructure to third party broadcasters
on the digital DTH platform. In addition, BiB (as well as other companies within the Group) earns revenues from the conditional access and
access control charges charged to broadcasters and interactive service providers on the digital DTH platform.

In addition to the broadcasters who are enhancing their channels with interactivity, there are currently seven third party providers of
stand-alone interactive services (i.e. separate to those offered with any
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television channel) offering a broad range of services including games, home shopping, betting, banking, travel, holiday and e-mail services, as
well as a UK government information service.

Third party channels (and third party stand alone interactive portals such as PlayJam, GoPlayTV, Teletext Holidays, UK online and Fancy
A Flutter) are increasingly making use of the interactive potential of the digital satellite platform. Already third party broadcasters such as the
BBC, ITV, Channel 4, Flextech, UK TV, Discovery, MTV, Nickelodeon, QVC, Digital Television Production Company Ltd., Cartoon Network
and Disney have successfully launched interactive services. These services include enhanced television, information services, games, betting,
shopping, voting and quizzes. In October 2002, attheraces (in which we have a 33.3% equity interest) launched an interactive betting service
linked to its own dedicated horse racing channel. Third party channels may offer such interactivity in conjunction with Sky Interactive Limited
or provide their interactive services independently of Sky Interactive, including making use of competing interactive infrastructures connected to
the digital satellite platform.

Until May 2001, the interactive platform now operated by Sky Interactive was operated through a joint venture, BiB, which was owned
32.5% each by us and by BT Holdings Limited ( BT ), 20% by HSBC Holdings Plc ( HSBC ) and 15% by Matsushita Electric Europe
(Headquarters) Limited ( Matsushita ). In May and June 2001, we completed the purchase of the shares in BiB held by the other shareholders
through the issue of new BSkyB ordinary shares with a fair market value of £291 million. In November 2002, we issued 43.2 million shares with
a fair market value of £253 million to BT, HSBC and Matsushita ( the selling shareholders ) in respect of deferred consideration for the
acquisition of the remaining 67.5% of BiB in May and June 2001. The Group also agreed with the selling shareholders certain other terms
relating to the Agreement reached in July 2000 for the acquisition by the Group of the interest of the selling shareholders in BiB. These included
the waiver of the selling shareholders rights under the earn out provisions. The earn out provisions had provided that if the valuation of BiB was
£3 billion or more in January or July 2003, further contingent consideration would have been payable to the selling shareholders.

Cable Distribution

United Kingdom

Two major multiple system cable operators, ntl and Telewest, operate almost all of the UK broadband cable systems. Both of these
operators provide a digital cable service across the majority of their cable systems and each accounts for a substantial proportion of our
wholesale revenues, which are revenues derived from the supply of Sky Channels to cable platforms. In fiscal 2003, we derived £202.2 million
in subscription fees from cable platform operators (fiscal 2002: £279.4 million (subscription fees from cable and DTT platform operators); fiscal
2001: £299.1 million (subscription fees from cable and DTT platform operators)). We estimate that, as of June 30, 2003, the subscribers to these
cable operators networks represented approximately 99% of all cable television subscribers in the UK (measured by reference to total cable
subscribers).

We understand that Telewest has recently undergone a financial restructuring and that on September 15, 2003, Telewest announced that it
had reached agreement in principle with the ad hoc committee of its bondholders, subject to certain conditions, on the terms of a financial
restructuring. Telewest has continued to pay its debts to us as they have fallen due. The Group is keeping its trading relationships with Telewest
under close review.

Although cable operators do not carry all Sky channels, on their digital cable networks both ntl and Telewest carry all of the Sky Premium
Channels.

Both ntl and Telewest carry certain of the Sky Basic Channels, but neither carries the enhanced Sky Channel services, such as Sky News
Active and Sky Movies Active. In June 2003, we announced that we had concluded a new agreement with ntl for the supply of nine Sky Basic
Channels until the end of 2006.

Most narrowband cable networks have a more limited channel capacity than digital satellite or digital cable and do not generally carry all
Sky Channels.
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At September 30, 2003, there were approximately 3,851,000 UK cable subscribers (including broadband, narrowband and SMATV
subscribers) to our programming. During fiscal 2003, the overall trend was a decrease in the cable television subscriber base in the UK. In the
first quarter of fiscal 2004, the trend has been a stabilisation of the UK cable television subscriber base, however this may not be indicative of
future trends.

Cable operators pay us a monthly per subscriber fee per channel in respect of their subscribers to the Sky Basic Channels and, for the Sky
Premium Channels, a monthly per subscriber fee per package of channels. Since January 2002, the wholesale prices we charge have not included
any discount structure. Like the previous rate cards setting out our wholesale prices, the current rate card allows cable operators to offer their
customers any choice or combination of the Sky Premium Channels.

The Sky Basic Channels are not included in our current wholesale rate card and we negotiate separate commercial arrangements with cable
operators for the carriage of these channels.

Ireland

In Ireland, cable subscriber fees for Sky Premium Channels are charged on a per subscriber per channel package basis. The level of prices
charged to cable operators for most Sky Channels is lower than in the UK.

At September 30, 2003, there were approximately 584,000 Irish cable subscribers to our programming. We currently have arrangements in
place with ntl Ireland and Chorus, the two leading Irish cable operators, for the re-transmission of certain of the Sky Channels to their
subscribers. Both ntl Ireland and Chorus, have launched, albeit on a limited basis, digital cable services in Ireland.

DTT Distribution

Following the closure of the ITV Digital DTT service in April 2002 and the subsequent grant by the UK Independent Television
Commission ( ITC ) of the multiplex licenses previously held by ITV Digital to the British Broadcasting Corporation ( BBC ) and to Crown Castle
UK Limited ( Crown Castle ), we broadcast versions of three of our channels, Sky News, Sky Sports News and Sky Travel, unencrypted
free-to-air via the DTT platform. According to BARB estimates, as at September 30, 2003, there were 1,710,000 homes in the UK with access to
Freeview services via DTT.

Advertising

In fiscal 2003, we derived £283.6 million of our total revenues from advertising sales revenue (fiscal 2002: £250.7 million; fiscal 2001:
£270.5 million).

In the UK, advertising agencies plan campaigns on behalf of their clients and allocate proportions of each client s proposed TV spend to the
divisions of broadcasters that specialize in the sale of TV advertising, which are known as sales houses. The principal broadcasters in the UK
with sales houses aside from us are ITV, Channel 4 and Channel 5.

Advertising agencies do not buy specific spots (defined as a 30-second commercial) within particular programs. Instead, agencies agree to
spend a specified share of their clients advertising budgets with each broadcaster. These shares are, to a large degree, based on the percentage
share of impacts that each sales house delivers. In advertising terms, an impact is defined as an individual watching one thirty-second
commercial. The amount of advertising spend a broadcaster receives is proportionate to its share of audience viewing and the perceived quality
of that audience.

We sell (or authorize others to sell) advertising for all of the 15 Sky Channels (as well as for their multiplexes) and around all programs that
are broadcast on these channels, irrespective of whether the programming was produced in-house or purchased from a third party. We also act as
the advertising representative for the National Geographic Channel, Adventure One, Hallmark, The History Channel, the Biography channel,
MUTYV, Chelsea TV, the eight Discovery Channels (Discovery, Home and Leisure, Travel
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and Adventure, Wings, Sci-Trek, Civilisations, Health and Animal Planet) and the six Emap channels (Q, Kiss, Magic, Kerrang, Smash Hits and
The Box). We sell advertising time across all of our channels, but can sell on a specific channel basis where requested.

Across all UK multi-channel homes, our share (for all of the Sky Channels) of commercial audiences (excluding those of the BBC) at
June 30, 2003 was (according to BARB estimates) 17.5%, a slight increase from 17.3% at the end of the previous fiscal year (fiscal
2001: 18.0%) (in part due to the growth in subscribers to our channels). Our subscribers households tend to be younger and more affluent than
the average UK household and reflect the 16-34 year old, ABC1 and male demographic profiles sought by many advertisers. Since our launch of
interactive advertising in April 2000 over 300 interactive campaigns have been broadcast by us and others via the digital satellite platform.

Competition

We are involved in the industry as a channel provider, a distributor of TV services and (in administering through our subsidiary, Sky
Subscribers Services Limited, a population of DTH set-top box decoders) a DTH platform operator. We therefore compete with a number of
communications and entertainment companies both to obtain programming and for distribution.

Terrestrial Television Channels

We compete, in the UK, with the five traditionally analog terrestrial channels (BBC1, BBC2, ITV1, Channel 4 (and S4C, not Channel 4, in
Wales only) and five ) broadcasting free-to-air in the UK (which are now also available via DTH, cable and DTT, and, in the case of DTH and
DTT, on a free-to-air basis). In Ireland, we compete with RTE1 and Network 2, the Irish language channel TG4 as well as the commercial
channel TV3. Amongst other things, we compete with the terrestrial channels in both the UK and Ireland for the acquisition of programming and
viewers and we compete with ITV1, Channel 4, five , and all of the Irish terrestrial channels for advertising sales also. Because we and the analog
terrestrial channels (and other broadcasters) all require films, sports, general entertainment and/or other programming to attract viewers, in both
the UK and Ireland, there have been, and may in the future be, bidding competitions, which could increase our programming acquisition costs or
mean that certain programming in which we are interested may not be available to us.

Cable Operators

Competition in Programming

Whilst we are currently a leading supplier of premium programming to cable operators in the UK and Ireland, cable operators are potential
competitors for programming rights such as exclusive live broadcast rights to certain sporting events. For example, ntl directly bid against us in
its attempt to obtain the exclusive live pay TV broadcast rights to Premier League football until the end of the 2003/04 season and ntl and
Telewest secured the cable pay-per-view rights to Premier League football until the end of the 2003/04 season. Competition between us and
other channel providers or programming providers (including cable operators) may, from time to time, increase our programming costs.
Furthermore, Telewest owns and operates one of the largest suppliers of television channels, Flextech, which provides channels to both cable
operators and to the DTH platform.

Competition in Distribution

Cable operators compete with us as an alternative service to DTH distribution and carry the majority of the Sky Channels. There are a
limited number of areas where it may not be economically feasible to offer cable TV services, such as some rural areas. Equally, there are also
limited areas in the UK, such as conservation areas, where, due to planning and local regulations, DTH satellite reception equipment may not be
installed. Both ntl and Telewest provide digital cable services in the UK. ntl Ireland and Chorus offer both analog and digital cable and
multipoint microwave distribution system ( MMDS ) television services in
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Ireland (albeit on a much smaller scale than in the UK). Cable networks currently extend to cover approximately 48% of UK homes. 46% of
Irish homes currently take cable and MMDS television services.

Cable distribution of the Sky Channels represents a source of additional operating income. A reduction in or the loss of such operating
income would negatively affect our business.

Digital Terrestrial Television

The three Sky Channels transmitted via DTT, together with a number of other free-to-air services (including those provided by the BBC),
are marketed under the generic brand Freeview . In addition to these channels, there remains some capacity on the DTT platform for other
free-to-air channels, and the possibility that a small pay TV service could be introduced in the future.

It is likely that as a result of the availability of free-to-air television channels via DTT, some consumers will choose to take such free-to-air
DTT services in preference to a pay service from us or a cable operator. Since the availability of services under the Freeview brand, as at
September 30, 2003, according to BARB estimates approximately 1,710,000 UK homes are able to receive free-to-air services, including certain
Sky Channels, via DTT.

There is currently no DTT service operating in Ireland.

Other Channels

In addition to competing for programming, advertising and viewers with the Sky Distributed Channels, the Sky Channels face similar
competition from other TV channels broadcast via satellite and/or via cable and/or via DTT. Via satellite, these channels may be broadcast in an
unencrypted form, automatically-entitled encrypted form or may be independently-retailed pay TV channels. Both the unencrypted form and the
automatically-entitled encrypted form channels (which together currently amount to more than 160 digital satellite channels (including radio
services)) can be received by anyone with appropriate Astra satellite reception equipment (including a smart card for the reception of
automatically-entitled channels) without payment of a subscription fee. Other than the digital satellite versions of the analog terrestrial channels
(BBC 1, BBC 2,ITV 1, Channel 4 and five ), none of these channels individually has a viewing share in the UK that approaches the combined
Sky Channels share.

As at November 27, 2003, there were 24 digital encrypted satellite pay TV services for DTH reception retailed independently of us. There
were additionally 14 such pay-per-view services, all of which are adult television channels except for the two Setanta Sport pay-per-view
services.

Emerging Technologies

It remains too early to predict the competitive impact of emerging technologies such as video-on-demand ( VOD ), third generation cellular
telephone networks (3G) and digital subscriber loop ( DSL ) networks, whether on a program or distribution level.

Home Videos

Home video sales and rentals (including DVDs) have historically been strong in the UK. In addition to offering viewers an alternative
source of programming to terrestrial, cable or satellite TV, the video window (which includes DVDs) for new films generally starts before both
the pay TV window and the pay-per-view television window. The video window typically commences approximately six months following a
film s UK cinema release. Currently the pay-per-view television window generally commences six months later. We have been able to develop a
significant subscriber base for our pay-per-view services and movie channels notwithstanding such competition from the home video industry
and increased competition from DVDs.
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Advertising

Our primary competitors for TV advertising sales are Granada plc and Carlton Communications plc, which between them sell advertising on
behalf of all the Channel 3 licensees and ITV 2 (as well as some smaller channels), Channel 4 (which includes E4) and five . In October 2003,
the Secretary of State for Trade and Industry confirmed that the proposed merger between Carlton and Granada could go ahead if certain
undertakings could be agreed between Granada, Carlton and the Office of Fair Trading. We understand that undertakings were agreed on
November 14, 2003. Should such a merger go ahead, it is not possible to say what effect, if any, it would have on our business. Based upon the
latest BARB survey estimates, ITV 1 and Channel 4 were available to approximately 24.3 and 24.1 million TV homes respectively in the UK
(both digital and analog), with approximately 86% of TV homes receiving an acceptable five terrestrial analog signal. In addition, according to
BARB, approximately 11.5 million UK homes have access to satellite, cable, or digital terrestrial television. Both ITV 1 and Channel 4 have a
significantly greater overall UK TV viewing share than any individual Sky Channel. As a result of the ability of ITV 1 and Channel 4 to reach
almost all UK TV homes, these channels are able to generate greater advertising revenues than we do. We also compete with the Sky Distributed
Channels and all other commercial channels for TV advertising sales.

Within UK satellite and cable TV homes, however, the Sky Channels in aggregate attract viewing levels which are comparable to some of
the analog free-to-air terrestrial channels. This suggests to us that, as the number of satellite and cable TV homes increases, our competitive
position with respect to advertising revenues may improve. The Sky Channels jointly have an overall viewing share (within UK satellite and
cable TV homes) significantly greater than each of Channel 4 and five in those homes, although the Sky Channels joint viewing share is still less
than that of ITV 1 in these homes. However, in UK digital satellite homes, the aggregate viewing share of the Sky Channels is close to that of
ITV 1. Based upon BARB surveys for the 52 weeks ended June 30, 2003, the viewing shares in UK satellite and cable homes of the five analog
terrestrial channels and the combined Sky Channels were, respectively, BBC1 19.7%, BBC2 7.0%, ITV1 19.4%, Channel 4 6.9%, five 4.6%,
and the Sky Channels 12.2%, of which Sky One accounted for 29% of the Sky Channels viewing share. The remaining 30.2% of viewing was of
other (non-Sky) satellite and cable channels.

Technology and Infrastructure

We control access to encrypted DTH channels through the use of a conditional access system, VideoGuard, as described below. Apart from
the smart cards, we do not own the satellite reception equipment in DTH viewers homes (this equipment is owned by the subscriber (other than
the software in the set-top box to which we retain title), even if they cease to subscribe). All costs associated with the acquisition of subscribers
including the cost of satellite reception equipment are charged immediately to the profit and loss account and are therefore not included within
capital expenditure. Our overall capital expenditure represented approximately 3% of revenues in fiscal 2003. We have £2.5 million of capital
expenditure in fiscal 2004 which has been contracted for, but not provided for in our financial statements, of which approximately 75% relates to
information technology infrastructure.

Underpinning the EPG in the set-top box is an operating system which we license from OpenTV, Inc. The OpenTV operating system
provides a virtual machine interface which enables applications to be authored once, yet still be capable of running on all set-top boxes once the
application is downloaded off-air. This simplifies application development, and ensures universal availability of services to all set-top boxes.
The operating system in each set-top box is fully licensed in perpetuity upon payment by us to OpenTV of a per set-top box royalty.

Encryption of Digital Services

VideoGuard is a conditional access technology which can be used to encrypt and decrypt digital television and audio services. We use it to
control DTH viewers access to encrypted satellite non-
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subscription channels (automatically entitled encrypted form) and encrypted digital pay and pay-per-view TV and audio channels broadcast on
digital satellite for reception in the UK and/or Ireland.

We use the VideoGuard technology and distribute smart cards in the UK and Ireland under an agreement with NDS Limited which expires
in 2010, but is renewable, at our option, for a further three years. NDS supplies smart cards and undertakes ongoing security development and
other support services in return for the payment of fees by us.

In conjunction with NDS, we maintain a policy of refining and updating the VideoGuard technology in order to protect against unauthorized
DTH reception of our services. We believe that there are no VideoGuard pirate devices capable of unauthorized decryption of our services at this
time in the market. We take, and will continue to take, appropriate measures to counter unauthorized reception, including implementing effective
over-the-air countermeasures and seeking available legal remedies, both civil and criminal, reasonably available to us. We also periodically
replace smart cards in circulation with smart cards containing progressively more sophisticated technology. Such replacement has the effect of
rendering useless smart cards then in circulation, whether genuine or counterfeit. We have recently completed the first periodic replacement of
digital smart cards since our digital launch.

We are actively working with cable companies in the UK to investigate the use of any cable piracy devices. We believe that we have
suffered a loss of wholesale cable revenue as a result of the availability of cable piracy devices. We are unable to quantify this loss, including
whether or not such amount is material. We have not (to date) invoiced any cable company in respect of such lost cable revenues and therefore
such lost revenues have not been recognized within our financial statements.

In the case of delivery to cable operators, they generally receive our signal via secure landlines. We also, in some cases, provide delivery to
cable operators via satellite. To enable reception of the satellite signal, a smart card is located at the site of the cable operator s feed into its cable
transmission system, permitting decryption of the signal received from the satellite, which the operator in turn distributes to those of its
subscribers who are authorized and equipped to receive the service.

Encryption of Channels Retailed by Third Parties

Any potential DTH broadcaster wishing to operate and independently retail an encrypted TV service within the UK and Ireland in either
analog or digital needs either to acquire an alternative encryption and conditional access technology from someone other than us and build its
own decoder base capable of receiving transmissions encrypted using that technology, or, in respect of digital services, to contract with us for
conditional access services in respect of access to the installed VideoGuard decoder base.

We make digital conditional access services available to third-party broadcasters with or without customer billing and other customer
management services.

As at November 27, 2003, there were 40 (excluding regional variants) third party television channels (other than the Sky Channels and the
Sky Distributed Channels) using VideoGuard for digital encryption of their channels for broadcast into the UK and/or Ireland. These include
ITV1, Channel 4, five , Sony Entertainment Television Asia, the Setanta pay-per-view sports channels and the B4U movie channel.

In addition to providing broadcast conditional access services, both for our own DTH offering and those of third parties, we also provide
digital access control services for interactive services produced by us and others, including using a telephone return path to carry out transactions
between supplier and viewer. These broadcast conditional access and access control services are regulated by the Director General of
Telecommunications (and will shortly be regulated by Ofcom). See Government Regulation European Community Advanced Television
Standards Directive .

The Customer Relationship Management Centers and Sky In-Home Service Limited

Throughout the last three fiscal years we have invested more than £120 million modernizing our customer relationship management centers.
This expenditure has been focused on building new physical
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infrastructure for the contact centers and a complete replacement of the contact center applications with state-of-the-art technology. This project
is still in a development phase and in accordance with other projects of this size and complexity there are inherent risks which might impact the
ultimate completion or timing of implementation. We have also provided better training for contact center staff. Our customer relationship
management centers are based in Scotland. The centers functions include the handling of orders from subscribers, the establishing and
maintaining of customer accounts, invoicing and revenue collection, telemarketing and customer service. These functions permit the centers to
play a key role in both customer acquisition and customer retention. We provide customer management services for the Sky Channels and the
Sky Distributed Channels. In addition to providing digital customer management services for the Sky Channels and the Sky Distributed
Channels, we also currently provide, through one of our subsidiaries, digital customer management services for three third party channels: North
American Sports Network, Setanta Sports and The Fantasy Channel. Through our subsidiary, we also deliver viewer relations services for
Discovery Networks Europe and Discovery Networks EMEA, and manage customer services for interactive television services, video-streaming
services, and TiVo.

The customer relationship management centers also provide the distribution of ordered customer installations into Sky In-Home Service
Limited which then provides a nationwide installation service of digital satellite equipment directly into customer homes. Sky In-Home Service
Limited also provides an aftercare service to the DTH subscriber base.

Satellites

We lease the majority of the transponders that we use for digital transmissions for reception by both DTH viewers and cable operators, from
SES ASTRA, the operator of the Astra satellites. SES ASTRA is 100% owned by SES GLOBAL, a Luxembourg company in which the
Luxembourg State and GE Capital hold significant stakes. We also lease four transponders via a sub-lease from British Telecommunications plc
( BT ) on the Eurobird satellites, owned and operated by Eutelsat.

We use some of the transponders that we have leased for the Sky Channels. Some transponder capacity (and in some cases all of the
capacity on a particular transponder) is subleased to third parties for the transmission of other channels or services, including certain of the Sky
Distributed Channels.

For the transmission of the digital satellite service, we have 28 transponders leased from SES on SES satellites Astra 2A, 2B and 2D. All
but five of our digital transponder leases from SES are for a period of 10 years with varying end dates between 2008 and 2011. The remaining
five leases expire between 2005 and 2008. We have rights to extend certain of the initial lease periods.

The term of the digital leases on the Eurobird satellite is 12.5 years from the operational service date of the satellite which was in 2001.

We have arrangements in place with SES pursuant to which back-up capacity may be available for some of our transponder frequencies
based on an agreed satellite back-up plan.

To date, we have not experienced any significant disruption of our transmissions. However, the operation of both the Astra and Eutelsat
satellites is outside our control and a disruption of transmissions could have a material adverse effect on our business, depending on the number
of transponders affected and its duration. Except to a very limited extent, we have not taken out any insurance with respect to our transponders
or satellite failure. We nevertheless have put in place disaster recovery plans in the event that we were to experience any significant disruption of
our transmissions.

We have been designated a non pre-emptible customer under each of our transponder leases. Where transponders are non pre-emptible, in
the event of satellite or transponder malfunction, our use of these transponders cannot be suspended or terminated by SES in favor of another
broadcaster which has pre-emption rights over capacity in preference to some other customers.

Our transponder leases with SES provide that our rights are subject to termination by SES in the event that SES s franchise is withdrawn by
the Luxembourg government.
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Playout and Uplink Facilities

Our uplinking facility, located in Chilworth, England, provides primary uplinking capacity for our digital services to the Astra 2A, 2B and
2D satellites as well as Eutelsat s Eurobird 1 satellite.

The majority of our television channels are played out from one of the buildings on our main site at Isleworth. The Isleworth-sourced
channels are fed to the uplink site at Chilworth using a fiber link, which is backed up by a diversely routed secondary link in case of any
malfunction in the primary fiber route. In the event of failure of our primary playout site we have alternative facilities available. The restoration
of services would not be immediate and plans are now being implemented to improve this situation, including investing in further facilities to
provide back up, which will be funded out of internally generated cash flows and existing external financing.

For those third parties to whom we sub-lease transponder capacity, we have agreements in place to provide uplinking facilities in respect of
this capacity.

In the last fiscal year, we have completed the construction of a second uplink facility at Fair Oak, approximately 10 miles east of Chilworth.
This facility provides a back-up uplinking capacity for our digital services to the Astra 2A, 2B and 2D satellites as well as Eutelsat s Eurobird 1
satellite.

Emerging Technologies

We are currently evaluating possible means of distributing our services other than by DTH, cable and DTT, such as by DSL, Digital Audio
Broadband, Internet, GPRS and third generation cellular telephone networks (3G). Since 1999, we have made certain of our channels available
for redistribution on the DSL network operated by Kingston Communications in and around Hull, England, on a commercial trial basis. On
November 1, 2002, a new commercial trial arrangement came into effect under which we retail certain of our channels and a number of other
channels owned by third parties to subscribers via that DSL network (currently around 5,000).

We have developed an Internet-compatible microbrowser application to work with current digital satellite set-top boxes which deploys an
enhanced Wireless Mark-Up Language (WTVML). Whilst not enabling access to the Internet, the nature of the microbrowser makes it suitable
for the vast majority of e-TV and e-business applications on a digital TV platform. In addition to its use within our set-top boxes, we are
exploring opportunities to use this technology on other devices.

Minority Equity Investments

In November 1999, we formed Sky New Media Ventures Limited (formerly Sky New Media Ventures plc) to invest in online ventures. In
fiscal 2000, we made several investments in interactive and other Internet businesses. Following the completion of our purchase of 100% of BiB
in June 2001, several investments made by BiB became part of the Group.

We have minority interests in the parent companies of three football teams (two of which are competing in the English Premier League this
season): Leeds United, Manchester City and Sunderland. We are the exclusive commercial and media agent for certain commercial and
audiovisual rights available for exploitation by these clubs (which excludes those rights required to be negotiated collectively), as well as with
Chelsea Football Club and Chelsea Digital Media. In addition, the joint venture we formed with Chelsea Village plc, Chelsea Digital Media
Limited (of which we own a 20% equity interest), carries on certain media, e-commerce, telecommunication and internet related activities of
Chelsea Village plc, including the operation of the Chelsea TV channel. In July 2003, we sold our 9.9% equity interest in Chelsea Village plc,
the parent company of Chelsea Football Club. In October 2003, we sold our 9.9% equity interest in Manchester United PLC, with whom
(together with Granada Media Group Limited) we are interested in the MUTV Limited joint venture.

In April 2000, we acquired a minority equity interest in KirchPayTV. KirchPayTV became insolvent in fiscal 2002 (see Item 5  Operating
and Financial Review and Prospects).
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Other Investments

In July 2000, we acquired Sports Internet Group plc (now Sports Internet Group Limited), then an AIM listed company, that designs and
maintains third party sports websites as well as its own websites. As a result, Sports Internet shareholders received our shares in exchange for
their shares in Sports Internet. The company also owns a bookmaker which offers a telephone betting service (under the brand name Surrey
Sports) and via the Internet and via our interactive television services (under the brand SkyBet ).

New Markets

We examine and discuss with third parties, from time to time, acquisition possibilities and joint ventures in media-related areas in the UK,
continental Europe and elsewhere.

GOVERNMENT REGULATION

We are subject to regulation primarily in the UK and the European Community. The regimes which affect our business include
broadcasting, telecommunications and competition (anti-trust) laws and regulation.

Broadcasting and Telecommunications Regulation
United Kingdom

Communications Act 2003

The Communications Act 2003 will introduce reforms of the broadcasting and telecommunications regulatory regimes in the UK. It will
establish a new framework under the jurisdiction of a new single unified regulator, the Office of Communications ( Ofcom ), which will replace
five existing regulatory bodies responsible for these sectors, including Oftel and the ITC. Part 2 of the Communications Act, which implements
the package of EC Directives concerning the electronic communications sector (the New Directives ), was brought into force on July 25, 2003.
The remainder of the Communications Act will come into force on December 29, 2003.

The Communications Act will also enable Ofcom to introduce a new system for the management of spectrum designed both to ensure
efficient use of spectrum and to protect the quality of spectrum. This will include a voluntary charging mechanism for spectrum reserved for
satellite downlinks and, in the longer term, spectrum trading. This system will be subject to public consultation by Ofcom prior to
implementation; a consultation document was published in November 2003, with a deadline for comments in February 2004.

Our Television Services Licenses

The broadcasting services provided by us are currently regulated by the ITC as satellite television services ( STS ) and digital program
services ( DPS ) pursuant to the United Kingdom Broadcasting Act 1990 as amended and supplemented by the Broadcasting Act 1996 (together,
the Broadcasting Acts ).

We and our broadcasting joint ventures each currently hold an STS license for each of our respective channels and for a number of other
broadcasting services. An STS license permits the operation of an STS service but does not confer on an STS licensee the right to use any
specified satellite, transponder or frequency to deliver the service. STS licenses are granted for a period of ten years and new licenses are issued
by the ITC if certain minimum objective criteria are met. We have also been issued a DPS license, which is required for the distribution of our
channels via DTT, and we hold various ancillary service licenses, including that relating to the electronic program guide for digital satellite
services which is further discussed below.

Finally, the ITC has granted BSkyB a local delivery service license which entitles BSkyB to retail television services over cable (including
DSL) networks in the UK.
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A new licensing regime will apply to satellite and cable delivered services under the Communications Act 2003, with effect from
December 29, 2003 (see above). Draft new licenses were recently subject to public consultation by Ofcom, and are due to be published in
December 2003.

ITC Powers

In common with all television licenses issued by the ITC, our licenses impose on us an obligation to comply with the Codes and Directions
issued by the ITC from time to time. The Codes include requirements as to impartiality and accuracy of news programming, requirements as to
taste and decency and the portrayal of sex and violence, and restrictions on the quantity and content of advertisements.

These requirements will continue and will be administered by Ofcom from December 29, 2003 when the Communications Act comes into
force.

The ITC may revoke a license in order to enforce the restrictions contained in the Broadcasting Acts (as amended by the Communications
Act 2003) on the ownership of media companies or in the event that the characteristics of the licensee change so that it would not be granted a
new license. In addition, the amended Broadcasting Acts prohibit disqualified persons from holding certain licenses. Disqualified persons
include any bodies whose objects are wholly or mainly of a political or religious nature and advertising agencies. Ofcom has recently published
a consultation document on the application of these disqualification principles to religious bodies.

Audience Share

Television companies (other than the BBC as the state-owned public service broadcaster) are not currently entitled to expand their activities
so as to exceed 15% of total television audience share in the UK. If this audience share were exceeded, then the Broadcasting Acts empower the
ITC to take steps to reduce this audience share to below 15%. The ITC s ultimate sanction is license revocation. We are currently well within the
15% limit. These provisions will be repealed in full by the Communications Act 2003, on December 29, 2003.

Media Ownership

The UK s rules in respect of media ownership, which are contained in the Broadcasting Acts, currently preclude us (for as long as the Group
is ultimately owned as to over 20% by News Corporation or another member of the same group) from acquiring more than a 20% interest in the
principal UK commercial public service licenses (which include Channel 3 regional licenses or the five (Channel Five) license) or in certain
radio businesses. The restrictions on UK media ownership will be lifted by the Communications Act 2003 (as of December 29, 2003), save in
relation to ownership of Channel 3 licenses. Certain restrictions on the ownership of multiple radio multiplex licenses will also remain.

However, the Communications Act also introduces a plurality test for media mergers (see Enterprise Act 2002  Additional Reforms below).

Digital Terrestrial Television

The Broadcasting Act 1996 established a framework for digital terrestrial television ( DTT ) broadcasting in the UK. Certain multiplex
frequencies are currently used to transmit public service and other channels. In August 2002, the ITC confirmed its conditional decision to award
three multiplex licenses to the BBC and Crown Castle for an initial 12 year term. As part of an agreement with Crown Castle, BSkyB has agreed
initially to supply versions of three channels, namely Sky News, Sky Sports News and Sky Travel, unencrypted free-to-air via the DTT platform.

Listed Events  Limits on Exclusive Distribution Rights

The Broadcasting Act 1996 provides that no UK broadcaster may undertake the exclusive live broadcast of certain sporting or other events
of national interest designated by the Secretary of State from time to time ( listed events ), whether on a free-to-air or subscription basis, without
the previous consent
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of the ITC. The effect of these rules is that many leading sports events cannot be shown exclusively live on pay TV. In addition, each of our
STS licenses forbids the showing of listed events on a pay-per-view basis.

A list of designated events in Ireland has also been defined, under the Irish Broadcasting (Major Events Television Coverage) Act 1999
(Designation of Major Events) Order 2003. This legislation may affect our ability to broadcast exclusively designated events in Ireland.

Our Telecommunications Licenses

We operated under a number of class licenses under the Telecommunications Act 1984 in relation to the technical side of our transmissions
until July 25, 2003, when these class licenses were revoked by the Communications Act 2003 and replaced with authorizations or continuation
notices. The most important of these relate to conditional access, electronic program guide and access control services for digital transmissions.
These are discussed further in the context of the UK s implementation of European Community legislation (see EC Electronic Communications
Directives ).

European Community

The Television Without Frontiers Directive

The EC Television Without Frontiers ( TWF ) Directive 1989, as revised in 1997, sets forth basic principles for the regulation of broadcasting
activity in the European Community. The UK has adopted a variety of measures to give effect to the requirements of the TWF Directive. The
European Commission is responsible for monitoring compliance and has authority to initiate infringement proceedings against Member States
which fail properly to implement the TWF Directive. The European Commission is reviewing the provisions of the TWF Directive through a
work program, in consultation with all interested parties.

Program and Independent Productions Quotas

The TWF Directive requires Member States to ensure where practicable and by appropriate means that (a) broadcasters reserve a majority
proportion of their transmission time for European works, and (b) broadcasters reserve at least 10% of their transmission time or, at the option of
the Member State, 10% of their programming budget, for European works created by producers who are independent of broadcasters (an
adequate proportion of the relevant works should be works produced within the five years preceding their transmission). The term where
practicable and by appropriate means has not been defined in the TWF Directive and is left for the interpretation of each Member State. In
applying this rule, broadcast time covering news, games, advertisements, sports events, teletext and teleshopping services are excluded.

We comply with our obligations under the UK s application of the TWF Directive. Sky News, Sky Sports News and Sky Sports 1, 2 and 3
currently devote a majority of relevant transmission time to works of European origin. The majority of programming on Sky One is not currently
of European origin. Our movie channels consist largely of English language box office movies, supplied principally by US film studios.

Other than in respect of our movie channels, we believe that we are capable, without material adverse effect, of meeting any requirements as
to independently produced works which may be imposed on us pursuant to these provisions of the TWF Directive.

Advanced Television Standards Directive

The use of standards for the transmission of television signals was, up until July 25, 2003, governed by the Advanced Television Standards
Directive ( ATS Directive ), which required Member States to impose transmission standards on broadcasters of television services; to implement
rules governing the provision of conditional access services to broadcasters wishing to provide encrypted digital television services; and to
regulate the licensing of conditional access technology to manufacturers of digital decoders. The ATS Directive was repealed by the EC
Framework Directive on July 25, 2003. The requirements on technical standards will continue to be administered by the ITC (and, in due course,
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Ofcom) under The Advanced Television Services Regulations 2003, which replicate the obligations under the ATS Directive, and which came
into force on July 25, 2003. The obligations in relation to conditional access for digital television and radio services under the ATS Directive
were replaced by an obligation under the EC Access Directive requiring Member States to ensure that only specified conditions relating to the
provision of conditional access services apply. These conditions mirror those implemented by the ATS Directive. As discussed below, the EC
Framework and Access Directives were implemented in the UK, by the Communications Act 2003, on July 25, 2003.

Conditional Access Services and Technology

The Advanced Television Services Regulations 1996 implemented the conditional access aspects of the ATS Directive in the UK. Since
July 25, 2003, the regulation of conditional access for digital television services is carried out under the Communications Act 2003. The
conditions laid down under the Communications Act 2003 effectively replicate the regime established under the ATS Directive.

The principal requirements of the Communications Act 2003 are:

that the provision of conditional access services to other broadcasters should be on fair, reasonable and non-discriminatory terms;
that providers of conditional access services should co-operate with cable operators regarding transcontrol at cable head-ends; and

that, where conditional access technology is licensed to manufacturers of digital decoders, such licenses should be on fair, reasonable and
non-discriminatory terms.
In May 2002, the Office of Telecommunications ( Oftel ) published a statement of policy regarding the pricing of conditional access services
and in October 2002 published revised guidelines on the pricing of conditional access services, which replaced guidelines issued in May 1999.
These Guidelines continue to be applied by Oftel (and, in due course, Ofcom).

Access Control Services

The provision of access control services (which include services, other than conditional access and EPG services, that control access to
digital television services) is also regulated. Our subsidiary, Sky Subscribers Services Limited ( SSSL ) is currently designated a regulated
supplier in respect of its activities in providing access control services to third parties on the digital satellite platform and it is, among other
things, subject to the obligation to provide such access control services on fair, reasonable and non-discriminatory terms and not to favor related
companies. This designation will remain in place for as long as SSSL is considered to have significant market power. Oftel commenced in
November 2003 a review under the Communications Act 2003 to determine whether any provider of access control services has (or, in the case
of SSSL, continues to have) significant market power. The deadline for comments on the consultation document is in January 2004. If Oftel s
successor, Ofcom, were to determine that no provider possessed significant market power, it would be precluded by the Communications Act
2003 from applying conditions to any provider of such access control services.

Regulation of Electronic Program Guides

Pursuant to the ITC s 1997 Code of Conduct on Electronic Program Guides, BSkyB is required to offer listings on its EPG on a fair,
reasonable and non-discriminatory basis and to give analog terrestrial channels due prominence. Under the Communications Act 2003, Ofcom
will have the ability to issue a revised code on EPGs, which we expect it to do in 2003 or early 2004.

In future, under the Communications Act, public service channels (which currently comprise all BBC digital television channels, ITV1,
Channel 4, five and S4C in digital form and the digital public teletext service) must be given such degree of prominence in EPGs as Ofcom
considers appropriate. Ofcom is
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required by the Communications Act to give guidance in its revised code on the degree of prominence it considers appropriate for the listing or
promotion of public service channels.

EC Electronic Communications Directives

The EC brought into force the New Directives in April 2002. Their provisions were implemented in the UK under the Communications Act
2003 on July 25, 2003. The ATS Directive is one of a number of existing EC Directives which have been repealed by the New Directives. As
explained above, the New Directives do not, however, materially change the rules in the UK on conditional access and access control services,
as the existing fair, reasonable and non-discriminatory regime is carried across into the new regulatory regime.

BSkyB is currently not regulated by the Irish national communications regulatory authority, the Commission for Communications
Regulation ( ComReg ), as the services offered by BSkyB fall under the jurisdiction of Oftel and the ITC (and Ofcom in the future) in the UK.
The New Directives were also implemented in Ireland on July 25, 2003. During the consultations concerning th