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THIS DOCUMENT IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION

Ef you are in doubt as to any aspect of this circular, you should consult a stockbroker or
other registered dealer in securities, a bank manager, solicitor, professional accountant or
other professional adviser.

If you have sold all your shares in SCMP Group Limited, you should at once hand this
circular and the accompanying form of proxy to the purchaser or to the bank, stockbroker
or other agent through whom the sale was effected for transmission to the purchaser.

The Stock Exchange of Hong Kong Limited takes no respomnsibility for the content of
this circular, makes no representation as (o its accuracy or completeness and expressly
disclaims any lability whatsoever for any loss howsoever arising from or In reliance
upon the whole or amny part of the content of this circular.

SCHP GROUP LIMITED
SCMP B ERAH *

(Incorporated in Bermuda with limited liability)

Proposal for Grant of General Mandates to Issue and Repurchase Shares
amd
Notice of Annual General Meeting

A notice convening the Annual General Meeting together with the form of proxy for use at the
Annual General Meeting are enclosed with this circular. Whether or not you are able to attend
the meeting, you are requested to complete the form of proxy in accordance with the instructions
printed thereon and return it to the Company at Morning Post Centre, 22 Dai Fat Street, Tai Po
Industrial Estate, New Territories, Hong Kong not later than 48 hours before the time appointed
for holding the meeting.

15 April 2003

* For identification purpose only 8
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DEFINETIONS

In this circular, the following expressions shall have the following meanings unless the context requires

otherwise:

“Annual General Meeting”

“AGM Notice”

“Company”

“Directors”

“Latest Practicable Date”

“Listing Rules”
“Share(s)”
“Shareholders”
“Stock Exchange”

“subsidiary”

“Takeovers Code”

the annual general meeting of the Company to be held at 11:00 a.m. on
Monday, 26 May 2003 at Island Ballroom A, Level 5, Island Shangri-La
Hotel, Pacific Place, Supreme Court Road, Hong Kong

the notice convening the Annual General Meeting as set out on pages 5to 6
of this circular

SCMP Group Limited, a company incorporated in Bermuda with limited
liability and the Shares of which are listed on the Stock Exchange

the directors of the Company

8 April 2003, being the latest practicable date prior to printing of this circular
for ascertaining certain information referred to in this circular

the Rules Governing the Listing of Securities on the Stock Exchange

the ordinary share(s) of HK$0.10 each in the share capital of the Company
the shareholders of the Company

The Stock Exchange of Hong Kong Limited

means a company which is for the time being and from time to time a
subsidiary (within the meaning of the Companies Ordinance of Hong Kong
(Chapter 32 of the Laws of Hong Kong) or the Companies Act 1981 of
Bermuda (as amended) or the local companies law, act and/or ordinance

where the subject company was incorporated)

Hong Kong Code on Takeovers and Mergers




LETTER FROM THE CHAIRMAN

SCHMIP GROUP LIMITED
SCMPEEBEEBEAE

(Incorporated in Bermuda with limited liability)

Directors: Registered Office:
Kuok Khoon Ean, Chairman Cedar House
Roberto V. Ongpin, Deputy Chairman 41 Cedar Avenue
Thaddeus Thomas Beczak, Deputy Chairman Hamilton
Ronald J. Arculli # HM12 Bermuda
Tan Sri Dr. Khoo Kay Peng
Peter Lee Ting Chang # Principal Place of Business:
Dr. The Hon. David Li Kwok Po # Morning Post Centre
22 Dai Fat Street
# Independent Non-Executive Directors Tai Po Industrial Estate
New Territories
Hong Kong
15 April 2003
To Shareholders

Dear Sir or Madam

Proposal for Grant of General Mandates ¢o Issue and Repurchase Shares and
Notice of Annual General Meeting

1. Introduction

The purpose of this letter is to provide Shareholders information regarding the proposal to grant the Directors
general mandates to issue and repurchase Shares at the Annual General Meeting. Set out in Appendix 1 to
this letter is the AGM Notice convening the Annual General Meeting at which Shareholders will be requested
to consider and, if they think fit, adopt resolutions relating to the grant of general mandates to issue and
repurchase Shares and certain other resolutions as ordinary businesses of the Annual General Meeting.

2. General Mandate to Issue Shares

At the last annual general meeting of the Company held on 29 May 2002, the Directors were granted a
general mandate to allot, issue and deal with additional Shares up to a maximum of 20 per cent. of the issued
share capital of the Company as at the date of passing of the relevant resolution.

As part of the special businesses of the Annual General Meeting, Shareholders are asked to consider and if
thought fit, to pass an ordinary resolution as set out in resolution 5 in the AGM Notice to renew the mandate
to give the Directors power to allot, issue and deal with additional Shares with an aggregate nominal value
not exceeding 20 per cent. of the share capital of the Company as at the date of passing of the resolution.
Subject to Shareholders granting the Directors the general mandate to repurchase Shares as described below,
Shareholders are also asked to extend the general mandate to issue Shares by an amount representing the
aggregate nominal amount of the Shares repurchased by the Company under the general mandate to repurchase
Shares such that the amount of Shares so repurchased does not exceed 10 per cent. of the aggregate nominal
amount of the issued share capital of the Company as at the date of passing of the resolution.

3. General Mandate to Repurchase Shares
At the last annual general meeting held on 29 May 2002, the Directors were granted a general mandate to

repurchase Shares up to an aggregate nominal value not exceeding 10 per cent. of the aggregate nominal
value of Shares in issue as at the date of passing of the relevant resolution.



As part of the specizal businesses of the Annual General Meeting, Shareholders are asked to consider and if
thought fit, to pass an ordinary resolution as set out in resolution 6 in the AGM Notice to renew the mandate to
give the Directors power to repurchase Shares up to an aggregate nominal value not exceeding 10 per cent. of the
aggregate nominal value of Shares as at the date of passing of the resolution. Based on the 1,560,945,596 Shares
in issue as at the Latest Practicable Date and assuming no Shares are issued or repurchased before the Annual
General Meeting, the Company would therefore be allowed under this mandate to repurchase a maximum of
156,094,559 Shares.

In accordance with the Listing Rules, Appendix 2 to this letter serves as an explanatory statement to provide
Shareholders with all the information reasonably necessary to enable them to make an informed decision on
whether to vote for or against the resolution to be proposed at the Annual General Meeting to renew the
mandate to allow the Directors to repurchase Shares.

4. Amnual General Meeting

Set out in Appendix 1 to this letter is the AGM Notice to convene the Annual General Meeting to be held at
Island Ballroom A, Level 5, Island Shangri-La Hotel, Pacific Place, Supreme Court Road, Hong Kong on
Monday, 26 May 2003 at 11:00 a.m. to consider certain resolutions as ordinary businesses of the Annual
General Meeting. In addition to this, Shareholders are requested to consider resolutions 5 to 7 in the AGM
Notice relating to grant of the general mandates to the Directors to issue and repurchase Shares, which are
proposed as ordinary resolutions.

A form of proxy for use at the Annual General Meeting is enclosed. Whether or not you intend to be
present at the meeting, you are requested to complete and return the form of proxy to the Company at
Momming Post Centre,, 22 Dai Fat Street, Tai Po Industrial Estate, New Territories, Hong Kong in accordance
with the instructions printed thereon. The form of proxy is to be received by the Company not later than
11:00 a.m. on Saturday, 24 May 2003.

5. Recommendation

The Directors are of the opinion that all the proposed resolutions are in the best interests of the Company and
the Shareholders as a whole and recommend Shareholders to vote in favour of all the resolutions to be
proposed at the Annual General Meeting.

6. Additional Information

Enclosed with this circular is a copy of the 2002 Annual Report of the Company. Shareholders are advised
to have regard to the information contained in this Annual Report in arriving at their decision as to voting at
the Annual General Meeting.

Yours faithfully,
Kuck Khoon Ean
Chairman

* For identification purpose only




Appendix 1

SCMP GR@@P LIMITED
SCMPEBEEBRAR ™

(Incorporated in Bermuda with limited liability)

Netice of Annual General Meeting

Notice is hereby given that an Annual General Meeting of SCMP Group Limited will be held at Island
Ballroom A, Level 5, Island Shangri-La Hotel, Pacific Place, Supreme Court Road, Hong Kong on Monday,
26 May 2003 at 11:00 a.m. for the following purposes:

1. Toreceive and consider the Audited Financial Statements and the Directors' Report and Auditors' Report
for the year ended 31 December 2002.

2. To approve the payment of a final dividend distribution from the contributed surplus account.

3. To re-elect retiring Directors and authorise the Board to fix Directors' fee.

4. To re-appoint Auditors and authorise the Directors to fix their remuneration.

5. As special business, to consider and if thought fit, pass the following resolution as an ordinary resolution:

“THAT:

(a)

(b)

©

(d

subject to paragraph (c), the exercise by the Directors during the Relevant Period of all the powers of
the Company to allot and issue Shares or securities convertible into such Shares or options or warrants
or similar rights to subscribe for any Shares and to make an offer or agreement or grant an option
which would or might require Shares to be allotted and issued be and is hereby generally and
unconditionally approved;

the approval in paragraph (a) shall authorise the Directors to make an offer or agreement or grant an
option during the Relevant Period which would or might require Shares to be allotted and issued
either during or after the end of the Relevant Period;

the aggregate nominal amount of Shares allotted or agreed to be allotted by the Directors pursuant to
the approval in paragraphs (a) and (b), otherwise than pursuant to (i) a rights issue; (ii) the exercise of
the conversion rights under the terms of any securities which are convertible into Shares; (iil) any
option scheme or similar arrangement for the time being adopted for the grant or issue to officers
and/or employees of the Company and/or any of its subsidiaries of Shares or rights to acquire Shares;
(iv) the exercise of rights of subscription under the terms of any warrants issued by the Company; or
(v) any scrip dividend or similar arrangement providing for the allotment of Shares in lieu of the
whole or part of a dividend on Shares in accordance with the Bye-laws of the Company shall not
exceed 20 per cent. of the aggregate nominal existing issued share capital of the Company; and

for the purpose of this resolution, "Relevant Period" means the period from the passing of this resolution
until whichever is the earliest of:

(i) the conclusion of the next annual general meeting of the Company following the passing of this
resolution;

(1) the expiration of the period within which the next annual general meeting of the Company is
required by the Bye-laws of the Company or any applicable law to be held; and

(ii1) the date on which the authority set out in this resolution is revoked or varied by an ordinary
resolution of the members of the Company in general meeting;

“rights issue” means an offer of Shares open for a period fixed by the Directors to holders of Shares
on the Register of Members of the Company on a fixed record date and, where appropriate, the
holders of other equity securities of the Company entitled to be offered therein, in proportion to their
then holdings of such Shares or other equity securities (subject to such exclusions or other arrangements
as the Directors may deem necessary or expedient in relation to fractional entitlements or having
regard to any restrictions or obligations under the laws of, or the requirements of any recognised
regulatory body or any stock exchange in, any territory outside Hong Kong).”

5



6. As special business, to consider and if thought fit, pass the following resolution as an ordinary resolution:
“THAT:

(a) the exercise by the Directors during the Relevant Period of all powers of the Company to repurchase
its Shares, subject to and in accordance with all applicable laws and/or requirements of the Listing
Rules be and is hereby generally and unconditionally approved;

(b) the aggregate nominal amount of Shares repurchased by the Company pursuant to the approval of
paragraph (a) during the Relevant Period should not exceed 10 per cent. of the aggregate nominal
amount of Shares in issue and the said approval be limited accordingly; and

(c) forthe purpose of this resolution, “Relevant Period” means the period from the passing of this resolution
until whichever is the earliest of:

(i) the conclusion of the next annual general meeting of the Company following the passing
of this resolution;

(ii) the expiration of the period within which the next annual general meeting of the Company is
required by the Bye-laws of the Company or any applicable law to be held; and

(iii) the date on which the authority set out in this resolution is revoked or varied by an ordinary
resolution of the members of the Company in general meeting.”

7. As special business, to consider and if thought fit, pass, with or without amendments, the following
resolution as an ordinary resolution:

““THAT, subject to the passing of the resolutions 5 and 6 above, the general mandate granted to the
Directors to allot and deal with additional Shares pursuant to resolution 5 above be and is hereby extended
by the addition thereto of an amount representing the aggregate nominal amount of Shares repurchased
by the Company under the authority granted pursuant to resolution 6 above, provided that such amount
of Shares so repurchased shall not exceed 10 per cent. of the aggregate nominal amount of the issued
share capital of the Company at the date of the passing of this resolution.”

By Order of the Board
Vera Leung
Company Secretary

Hong Kong, 24 March 2003
NOTES:

(1) A member entitled to attend and vote at the above meeting is entitled to appoint one or more proxies to
attend and vote on his behalf. A proxy need not also be a member.

(2) Forms of proxy must be lodged at Morning Post Centre, 22 Dai Fat Street, Tai Po Industrial Estate, New
Territories, Hong Kong not later than 11:00 a.m. on Saturday, 24 May 2003. Completion and return of
the form of proxy will not preclude a member from attending and voting in person.

(3) The Register of Members will be closed from Tuesday, 20 May 2003 to Friday, 23 May 2003, both dates
inclusive, during which period no transfer of Shares will be effected. All transfers accompanied by the
relevant share certificates must be lodged with the Company's Hong Kong Branch Share Registrars,
Computershare Hong Kong Investor Services Limited of 19th Floor, Hopewell Centre, 183 Queen's
Road East, Hong Kong, not later than 4:00 p.m. on Monday, 19 May 2003 so as to qualify for attending
the Annual General Meeting.

* For identification purpose only




Appendix 2
Expﬁamamn:y Statement

This explanatory statement relates to resolution 6 proposed to be passed at the Annual General Meeting,
which is an ordinary resolution to grant the Directors a general mandate to repurchase Shares through the
Stock Exchange. It contains all the information required pursuant to rule 10.06(1)(b) of the Listing Rules to
be given to the Shareholders to enable them to make an informed decision on whether to vote for or against
such ordinary resolution.

1. Listing Rules

(a) Number of Shares: All the Shares proposed to be repurchased by the Company are fully paid up. All
proposed repurchase of shares by a company with a primary listing on the Stock Exchange must be
approved in advance by an ordinary resolution, either by way of general mandate or by specific approval
of a specific transaction.

As at the Latest Practicable Date, the issued share capital of the Company comprised 1,560,945,596
Shares. Assuming no Shares are issued and repurchased before the Annual General Meeting and the
ordinary resolution authorising the Directors to repurchase Shares is passed at the Annual General Meeting,
up to 156,094,559 Shares representing 10 per cent. of the issued share capital of the Company as at the
date of the passing of the resolution may be repurchased by the Company during the period from the date
of passing of the resolution until the next annual general meeting of the Company or the expiration of the
period within which the next annual general meeting of the Company is required by the Bye-laws of the
Company or any applicable law to be held or the revocation or variation of the resolution by an ordinary
resolution of the Shareholders in general meeting, whichever is the earliest.

(b) Scurce of funds: Repurchases must be funded out of funds legally available for the purpose.

It is presently proposed that any repurchase of Shares would be purchased out of capital paid up on the
repurchased Shares, the profits of the Company which would otherwise be available for dividend, the
Company's share premium account and/or its contributed surplus account.

2. Reasons for Repurchase

The Directors believe that it is in the best interests of the Company and the Shareholders to have a general
authority from Shareholders to enable the Directors to repurchase Shares in the market. Such repurchase
may, depending on market conditions and funding arrangements at the time, lead to an enhancement of the
net asset value of the Company and its assets and/or its earnings per Share and will only be made when the
Directors believe that such repurchase will benefit the Company and the Shareholders.

3. Funding of Repurchase

In repurchasing Shares, the Company may only apply funds legally available for such purpose in accordance
with its Memorandum of Association and Bye-laws and the applicable laws of Hong Kong and Bermuda.

On the basis of the consolidated financial position of the Company as at 31 December 2002 (being the date
to which the latest published audited financial statements of the Company have been made up), the Directors
consider that the exercise in full of the share repurchase mandate might have a material adverse impact on the
working capital position of the Company as compared with its position as at 31 December 2002. No repurchase
would be made in circumstances that might have a material adverse impact on the working capital or gearing
position of the Company (as compared with the position disclosed in the latest published audited financial
statements) unless the Directors considered that such repurchases were in the best interests of the Company
notwithstanding such material adverse impact.

4. General
None of the Directors nor, to the best of their knowledge having made all reasonable enquiries, any of their
associates has any present intention, in the event that the resolution is approved by Shareholders, to sell any

Shares to the Company.

The Directors have undertaken to the Stock Exchange that, so far as the same may be applicable, they will
exercise the share repurchase mandate in accordance with the Listing Rules and the applicable law of Bermuda.
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If, as a result of the exercise of the power to repurchase Shares pursuant to the share repurchase mandate, a
Shareholder's proportionate interest in the voting rights of the Company increases, such increase will be
treated as an acquisition and may give rise to an obligation to make a mandatory offer in accordance with
Rule 26 of the Takeovers Code. ’

The Company repurchased and cancelled a total of 173,438,400 Shares (representing approximately 10%
of the then issued share capital of the Company) at an offer price of HK$3.60 per Share on 30 October 2002
pursuant to a conditional voluntary cash offer made on behalf of the Company by The Hongkong and
Shanghai Banking Corporation Limited and approved by the Shareholders at the Special General Meeting
held on 11 October 2002 (the "Offer"). Other than pursuant to the Offer, the Company had not made any
other repurchase of its Shares (whether on the Stock Exchange or otherwise) in the six months prior to the
Latest Practicable Date.

As at the Latest Practicable Date, Kerry Group Limited (through its subsidiaries, namely Kerry Holdings
Limited, Kerry 1989 (C.1.) Limited and Kerry Media Limited) and parties who are or are presumed to
be acting in concert with it (hereinafter collectively referred to as "Kerry Group") held an aggregate of
606,212,000 Shares, representing approximately 38.84 per cent. of the total issued share capital of the
Company. Subject to the granting of a waiver from the Executive Director of the Corporate Finance
Division of the Securities and Futures Commission, any increase in the Kerry Group's proportionate interest
in the Company which is outside the 2% creeper as specified in Rule 26.1 of the Takeovers Code will give
rise to an obligation on the Kerry Group to make a mandatory offer for the Company under Rule 26 of the
Takeovers Code. In the event of the Directors exercising in full the power to repurchase Shares under the
mandate, assuming that no Share is sold by any member of the Kerry Group, the aggregate shareholdings of
the Kerry Group would be increased to approximately 43.15 per cent. Such increase may give rise to an
obligation on the Kerry Group to make a mandatory offer under Rule 26 of the Takeovers Code.

Save as aforesaid, the Directors are not aware of any consequence that would arise under the Takeovers Code
and the Hong Kong Code on Share Repurchases in the event of the exercise of the power to repurchase
Shares pursuant to the share repurchase mandate.

No connected person (as defined in the Listing Rules) has notified the Company that he has a present intention
to sell Shares to the Company, or has undertaken not to do so in the event that the Company is authorised to
make repurchases of the Shares.

The highest and lowest prices at which the Shares have traded on the Stock Exchange in each of the 12
months prior to the printing of this explanatory statement were as follows:

Highest Lowest
Year Momnth Traded Price Traded Price
(HKS$) (HKS)
2002 April 5.450 4.125
May 5.400 4.675
June 4.850 4.350
July 4.650 3.475
August 3.775 3.250
September 3.550 3.250
October 3.600 2.925
November 3.625 3.375
December 3.700 2.925
2003 January 3.400 3.100
February 3.175 2.700
March 2.950 2.700
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GROUP PROFILE

SCMP Group Limited is the holding company of South China
Morning Post Publishers Limited, Hong Kong’s leading
publisher of English language newspapers (South China
Morning Post and Sunday Morning Post), and, through other
Group companies, is involved in the publication of
magazines, retailing, video and film post-production and
property investments.

The South China Morning Post and the Sunday Morning Post
are Asia’s premier English language daily and Sunday
newspapers with the highest circulation of any English language
newspaper in Hong Kong. The South China Morning Post is
the leading commentator on Greater China and is read widely
by government officials, business people, professionals and
academics globally. It is also the market leader for display and
recruitment advertising in Hong Kong. Through its subscription-
based online service, SCMP.com, news and information are
also delivered to an international audience through multiple
online channels.

SCMP Group has joint ventures with Haymarket Publishing
Limited and Hearst Magazines International to publish popular
Chinese language magazine titles such as AUTOMOBILE,
AUTOCAR, STUFE COSMOPOLITAN, CosmoGIRL! and
HARPER'S BAZAAR, and CEI Asia Pacific, a monthly
English title focusing on the conference, exhibition and
incentive industry.

Through subsidiaries, SCMP Group operates a chain of 83 Daily
Stop convenience outlets and 18 Health Plus shops, which are
strategically located in the MTR and KCR stations, major
shopping malls and housing estates.

SCMP Group’s shares are listed on The Stock Exchange of
Hong Kong Limited.

Comparative Returns

10

(Restated)

12-month

Year ended period ended
31 December 31 December

2002 2001

HK$ HK$

Turnaver ('00Q) 1,364,925 1,693,653

Operating profit (‘'000) 135,470 233,620

Profit before tax (*000) 134,798 228,232
Profit attributable

to shareholders (*000) 102,547 165,677

Basic earnings per share (cents) 6.02 9.55

Dividends per share {cents) 8.0 8.0

Shareholders' funds (‘000) 1,537,245 2,150,075

Total assets ('000) 2,125,872 2,431,422
Bank borrowings ('000) 310,000 -
Finance charges ('000) 1,097 597
Net cash ('000) 138,992 283,675

Financial ratios

Operating profit margin 9.9% 13.8%
EBITDA margin 18.8% 229%
Return on shareholders’ funds 6.7% 7.7%
Interest cover 124x% 383x

0
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-40 .. SCMP Group Limited
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FINANCIAL HIGHLIGHTS (calendar year basis)

HK$'M Turnover EBITDA/EBITDA margin
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GROUP STRUCTURE

As at 31 December 2002

' SCMP Group Limited

Ventures

Properties
Share Portfolio
Newspapers Magazines & Retail Others
l
Books

South China Morning Post  COSMOPOLITAN Daily Stop Video & Film Post-Production

Sunday Morning Post CosmoGIRL! Health Plus

SCMP.com HARPER'S BAZAAR Dymocks

strongnet.com AUTOMOBILE

Bangkok Post AUTOCAR (China)

CEl Asia Pacific
STUFF (China)
Chinese Books Publishing

Head Count: 1,293 Employees

As at 31 December 2002

53% D Newspapers

26% | Retal

&8% | Editorial

Management &

8% Corporate Services
i Circulation
8% D Magazines & Other ‘
Publications : Advertising
|
1% Internet \«\ o
\ 15% | Production
4% Video & Film © 8% : Technology

Post-Production
12%  Others
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CHIE¥ EXECUTIVE OFFICER

tong Kong Exchanges and Clearing Limited HKEA] is the holding company of The Stock Exchange of
tong Kong Limited, Hong Keny Futures Exchange Limited and Hong Kong Securitics Clearing
Company Limited.

HKEN provides 3 comprehensive range of pro- and posttrade investment services.  Busingss units
~erving the five funclions of cash market, derivatives market, electronic business and information
~ervices, infarmation technnlogy amd clearing and selement are geared to provide services that add
value for investors, markel intermediaries and listed companics

The Chiel Executive Ofticer (CED) will have full management responsibility far the performance of
HKEx for implemcnung its strategy of bevoming and remaining the leading regional sscurities und
futures market in terms of size. liquidity and product rnge. ond for balancing HKEX's commercial

and wupervision of Honyg Kong's market operations in the public interest. The successful candidate
would alvo need Lo be smsitive ta HKEX s speeial position in the Hong Kong financial community.
The successfut candidite is [ikely to possess the fallowing skills and experience:

o A recognized name in the global universe of securities and futures markets

s bapenise in market regulation.

« Cilabal perspective in the macre and micra develapment of exchanges and clearing hovses,

«  Undentanding of how Hong Kong and China warks,

®  Ability to deal with multiple constituencics, i.c. global players as well as Jocal brokers.

o Excellen feel fur and working with alk regutatory entities,

« . Impecenble professional and personal integrity that can be referenced

o Leadership and communicatian skills of & high order.
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o Anencelent people manager to manage and market a fisted exchange.

« Aspimation for making Hang Kang an inematjonal financial ventre and home market for the Geester
China region.

«  Ability 10 act in the Chinse and intemational arena to negotiate and secumplish deals which place
HKEx at thie center of the development of capital marhets in China and globelly.
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CHAIRMAN'S LETTER

Dear Shareholders,
I am pleased to bring you this report, which covers the financial results of SCMP Group for the year ended 31 December 2002.

The operating environment for our core businesses, namely newspapers and magazines publishing and retail, remained
challenging throughout the year. Hong Kong’s economy was sluggish, registering a weak 2.3% growth in 2002.
Adbvertising volumes for both display advertising and recruitment classifieds continued to fall from previous year's
levels, with unemployment at a record high.

The Group’s revenues in 2002 was down some 19.4% compared with 12-month period ended 31 December 2001 both
as result of lower advertising volumes as well as from disposal of the recreation and education businesses and suspension
of the production operation of the entertainment business. Earnings per share, before the provision of a revaluation
deficit in our investment property values, amounted to HK10.42 cents. Including the revaluation deficit, earnings per
share was HK6.02 cents.

Cost control measures undertaken during the year (aided by lower newsprint prices) saw operating costs down 14.9%
year-on-year. Regrettably, in carrying out these measures we were unable to avoid redundancies within the Group.
Total headcount was down 17.6%, from 1,570 at the beginning of the year to 1,293 at the end of the year, although
disposal of the kindergarten business accounted for part of the headcount loss.

Along with addressing our operating cost structure, Management continued to focus on manpower development and
enhanced productivity at all levels. A new performance management system has been put in place to motivate and
develop staff to their full potential. This will assist Management to better define how the Group’s resources are best
deployed and ensure greater accountability and improvement to the quality of our products and services. The recent
redesigns and enhancements to the South China Morning Post and Sunday Morning Post partly reflect the changes that
are taking place within the organisation.

With the weak economy, we witness a slight decline in our subscription sales from agents and newsstands during the
year; the South China Morning Post continues to command an average of 96% market share of the English language
newspaper readership in Hong Kong. Readership surveys carried out reinforced our leadership position in several
categories amongst other leading Hong Kong newspapers. We are confident that circulation sales will recover as the
economy improves.

In 2002, the Group organised two conferences in Hong Kong. The success of these two conferences confirms the
market need for high quality conferences focused on Greater China issues. Management will continue to develop on
this opportunity in 2003.

Most of our major capital expenditure items will complete by the end of 2003. The two new Geoman colour presses
became fully operational in August 2002 and the additional colour capacity they provide has been well received by our
advertisers. The new editorial publishing system commissioned in 2002 is being phased in and should complete by
October 2003, allowing for greater flexibility in the management of editorial work process. New advertising and
circulation management systems have been selected and are expected to be implemented by the end of 2003. With
these new systems in place, Management will focus on making qualitative improvements to our core publications and
further streamline operations.

Our Magazines division, which comprises four titles in Hong Kong and two in joint co-operation on the Mainland,
continues to make steady progress, and remains profitable despite the weak advertising market in Hong Kong.
Management will look for opportunities to expand on the Mainland in 2003.

In our retail business, we continue with the strategy to grow the Daily Stop chain of outlets, currently at 83 outlets in
December of 2002 (compared with 72 a year ago) and aim to reach 98 by the end of 2003.

We have received in-principle approval from the Town Planning Board to change the land use of TV City to a principally
residential development. Government has gazetted the rezoning, and we have submitted the revised master layout plan
to comply with Government’s latest requirements for approval by the Town Planning Board. As stated in the last
Annual Report, we shall look to dispose of this and our other investment properties and listed share portfolio at the
appropriate time.

In September 2002, the Company undertook a share repurchase exercise which reduced its issued capital by 10%.
173.4 million shares were repurchased (and cancelled) at a cost of HK$624.4 million by way of a general offer to all
shareholders. In future, the Company will consider on-market share repurchases, subject to the Hong Kong regulatory
framework, provided such repurchases enhance shareholder value by increasing earnings per share in future years.




Over the past 12 months, Management has strengthened the Group’s core competencies whilst looking out for the right

opportunities to expand its revenue sources and to dispose of its non-core businesses and assets. Several new product.

initiatives have been undertaken, and some progress has been made on the Mainland, through a co-operation agreement
with a Shanghai based publisher for a recruitment publication in Shanghai. This collaboration widens the scope for our
recruitment classifieds business with cross sale potential for advertisers with recruitment needs on the Mainland and
Hong Kong. Management’s focus in 2003 will be to develop and expand such opportunities.

On 6 November 2003, the South China Morning Post (the “Post”) celebrates its Centenary. Throughout its 100 years,
the Post has faithfully and accurately recorded and profiled the events, happenings and people that shaped Hong Kong
to what it is today. I am confident that the commitment and dedication of all the staff at the Group will see the Post
continuing to play its part in Hong Kong’s development and growth. Hong Kong’s future success will evolve as it
continues to integrate within the Pearl River Delta in the 21st Century.

On behalf of the Board, I wish to acknowledge and thank our Management and staff for their discipline, dedication and
hard work during these challenging times. The Board also records its deep appreciation of Mr Chye Kuok Khoon Ho
who resigned as a Non-executive Director in December 2002.

Lastly, I wish to thank the Board members for their guidance and strong support throughout the year.

Kuok Khoon Ean

Chairman

Hong Kong, 24 March 2003
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OPERATIONS REVIEW

NEWSPAPERS, MAGAZINES AND BOOKS

South China Morning Post Publishers Limited

The emphasis in 2002 was on improving the quality and presentation of our products as we approach our centenary
year in 2003. This has meant great changes within our editorial team and the appointment of our Deputy Chairman,
Thaddeus Thomas Beczak, as Publisher, as well as resources and infrastructure upgrades. As part of our efforts, we
strengthened the opinion pages and consolidated the business sections into one. On 4 March 2003, we relaunched the
South China Morning Post anchored on three sections to offer readers a sharper, focused read around key areas of
interest. The Main news section provides integrated news coverage of Greater China and the world, together with
informed analysis, opinions and commentaries on pressing issues. The Business section is devoted to companies and
markets news while the City section covers news of local interest, as well as lifestyle, listings and sports. Reader and
advertiser feedback to these changes, as well as the paper’s cleaner, more modern design, has been highly encouraging,
and will form a solid platform on which to drive future growth in circulation and readership.

Circulation and Readership

The average circulation of South China Morning Post and Sunday Morning Post declined in 2002 year-on-year, due to
the continuing weak economy. Although hotel and airlines subscriptions have recovered from the aftermath of
11 September 2001, subscription sales from agents and newsstands have declined as Hong Kong faces record levels of
redundancies and closure of small businesses and offices. However, we are confident that circulation sales will recover
when the economy improves, in the same way circulation sales recovered after the Asian financial crisis in 1999.

Newspaper Circulation (audited)
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We maintained our leading market position in English language newspaper readership in Hong Kong with an average
96% market share in 2002 (source: ACNielsen RARD Report-year end). We set out below South China Morning Post s
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South China Morning Post continues to rank first in several readership categories according to the ACNielsen Media
Index (2002 Mid Year Report) which surveys the South China Morning Post and other leading Hong Kong newspapers
as follows:

* the most effective newspaper in reaching the PME (professionals, management and executive) Group with the highest
household income, reaching 57% of PME with monthly household income of HK$40,000+;

» the highest percentage (76%) of male readers (aged 20+) who are PME, trader or proprietor;

+ the highest percentage (72%) of female readers who travelled in the last 12 months;

¢ the highest number of readers who travelled six times or more in a year;

e the largest number of readers who visited shopping centers, consumed wine and purchased insurance;

¢ the highest percentage of readers who had bought or own personal computer; and

o the largest number of readers who spent more than HK$400 at Park N’Shop supermarket.

These findings were reinforced in a survey of our own readers conducted by ACNielsen in October and November
2002. The key findings (based on a sample size of 2000) were as follows:

¢ Demographics: Our readers are the elite in their profession, senior executives or top professionals in a wide range
of industries; 39% are postgraduate or 49% university degree holders; 72% are married; 58% are of Chinese or
Asian origin; 55% have an annual household income of HK$1 million and above; and 47% earn over HK$50,000
per month.

» Lifestyle, spending and investment: Our readers enjoy a high quality lifestyle, own luxury items and consumer
electronics; over 60% invest in shares and foreign currencies: 45% own overseas property and 37% own Hong Kong
property; are frequent travelers staying an average of 19 nights abroad a year; 69% make an average of four business
trips a year; 66% make an average three leisure trips a year; almost 50% stay in five-star hotels for leisure; and 65%
live in accommodations of over 1000 square feet.

* Attitude towards life: Our readers are goal-driven, confident, independent and see “change” as a constant in life and
are able to adapt to it.

We took our first steps into conference management in 2002 with two conferences: “The Pear! River Delta: Forging A
New Force” and “Corporate Governance in Hong Kong and China: No Time for Complacency”. The success of these
two conferences confirms the demand for high quality conferences focused on Greater China. Besides strengthening
the Sourh China Morning Post brand and its leadership positioning, these conferences capitalise on the South China
Morning Post's unique ability to bring together opinion leaders across all industries and create a forum that encourages
idea generation.

Capital Expenditures
The major capital expenditure programme started some two years ago is close to completion, with:

e the HK$60 million investment in two Geoman colour presses, which came into full operation inAugust 2002, giving
us production flexibility and more colour capacity, which in turn allow our sales team to offer more creative ad
formats to advertisers. This is already reflected in new creative ad campaigns in the newspaper, as well as more
colour ad campaigns in Classified Post, Jiu Jik and Classified Plus. Enhanced printing and colour capacity will give
us significant leverage and revenue potential when the advertising market improves;

* the new editorial publishing system is in the final stages of implementation and staff training is in progress. This is
a HK$27 million investment in the latest newsroom technology, replacing the 15-year old J11 system. The Education
section was migrated to the new system in early March 2003, to be followed by the Main section, City and Business,
with a complete rollout expected by October. As more users move over to the new system, the Editorial Division will
benefit from faster, more efficient news production, enhanced design capabilities and tighter communication with
remote bureaus;

» the HK$20 million investment in advertising and circulation management systems, which will streamline operations
and enhance sales functions, have been commissioned and are expected to be completed at the end of the year; and

* near completion of the digitisation of 150,000 selected images from our archives, to add to the existing inventory of
130,000 images. Photo.scmp.com was launched in December 2002 with a current inventory of 160,000 images for
online purchase.

With the near completion of these investments to strengthen our core business and the disciplined cost controls
measures put in place in the last two years, the company is in a strong position to maximise revenue potential and
profitability when market conditions improve.
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Advertising

The weak Hong Kong and global economy continued into 2002 compounded by the highly volatile political situation in
the Middle East. As a result, our revenues have come under extreme pressure as companies reduce costs and expenses,
especially in marketing and advertising areas, and the volatile and weak stock markets continue to restrict corporate
and fund raising activities. Recruitment advertising is severely affected by the high unemployment rate in Hong Kong.
In view of the difficult business environment, our advertising teams have reinforced their sales and marketing efforts to
maintain and grow the client base.

Display Advertising: Advertising activities continued to shrink across several sectors including fashion, retail, finance/
investment products and airlines, all of which are major advertising categories in the paper. The weak market
sentiments amongst advertisers and the soft retail market had driven most advertisers to cut back on their advertising
spend. To maintain our premium pricing strategy, we introduced value added packages using creative bundling of
our various products. We also restructured the advertising rates of some sections to make them more attractive to
new advertisers. We published more China-related special reports during the year resulting in a slight growth of ad
spend from our Mainland advertisers. Efforts to expand our Mainland customer base in the coming year will continue.

Classified Advertising: The year saw a downturn in recruitment activity for the second year running. Although classified
advertising was more stable this year compared to 2001, business conditions remained challenging as some companies
continued to freeze or reduce headcount and other companies that continue to hire saw their advertising budgets cut.

In the face of a prolonged advertising recession, we focused on strategic initiatives that position our products well when the
economy recovers. We also entered into exclusive advertising contracts with several advertisers. Classified Post started
carrying editorial sections every Saturday to draw readership. Limited copies of Classified Post targeted at jobseekers that
are not subscribers of the newspaper are now sold every Saturday in over 500 newsstands and convenience stores.

In March 2002, we won the exclusive rights to distribute a recruitment magazine in MTR stations, gaining access to
a large pool of office and service staff as well as professionals comprising the MTR’s passenger base. Starting in
July, Jiu Jik is distributed in MTR stations every Tuesday and Friday. The change in Jiu Jik's distribution channel
from retail outlets to MTR stations was well received by advertisers and enabled Jiu Jik to gain market share in a
relatively short period.

In November, Classified Plus, a new classified section every Friday, was introduced to diversify the classified advertising
base and reduce reliance on recruitment advertising.

We also commissioned ACNielsen to conduct readership surveys for Classified Post and Jiu Jik. Classified Posts
strength clearly comes from its readership, of which 57% are professionals, managers and executives and 12% hold
senior management positions. The survey shows a remarkable 82% of Classified Post readers responded to positions
advertised; and because Classified Post readers are better educated, bilingual and motivated to change or find jobs,
66% of those who applied for jobs received offers.

Jiu Jik is building up a strong and loyal readership since its launch in the MTR in July. 66% read every issue or almost
every issue and 72% pass on their copy to others. Jiu Jik readers are career-minded and are keen to upgrade themselves
with further education.

SCMP.com

SCMP com launched its paid subscription model on 19 February 2002. The move to the subscription-based model has
been positive with the web site currently attracting some 17,000 paid subscribers. Renewal rates in the first month of
2003 had been encouraging. Operating losses had been reduced significantly and as a result, we expect the web site to
become breakeven by end of 2003.

SCMP Hearst Publications Limited
Our joint venture company with the Hearst Magazines International publishes the Chinese editions of COSMOPOLITAN,
HARPER'S BAZAAR and CosmoGIRL! for the Hong Kong market.

COSMOPOLITAN reported strong results, reflecting the strength of the title in a weak market environment where
advertisers tend to stay with the market leader. HARPER'S BAZAAR, which operates in a more volatile upscale fashion
market, saw profits decline as luxury brands reduced advertising dollars significantly.

The year has been a challenging one for the newly launched title CosmoGIRL!. Advertising revenue remains weak,
although circulation has gradually increased to a level where the title is building good position in the teens magazine
market. We will continue to invest in the title to develop its full potential.




SCMP Haymarket Publishing Ltd.

The titles published by the joint venture company during the year were AUTOMOBILE, Amoeba, and the business title,
CEl Asia Pacific. Through a co-operation and licensing arrangement with a Shanghai based publisher, the company
also publishes the Chinese editions of AUTOCAR and STUFF, two titles from the Haymarket portfolio.

AUTOMOBILE continues to win market recognition with the highest audited circulation amongst the car titles in Hong
Kong. The company suspended the publication of Amoeba in May 2002 in view of a significant drop in advertising revenue
and increasing losses incurred.

SCMP Book Publishing Limited

Demand in the market continues to be weak and competition is extremely keen, although the books published under
“Book One”, targeting the younger market, performed well. On average, two to three new titles were listed on the
monthly top 10 or 20 bestsellers list of major bookstores in 2002. The company expanded its activities to include
one-off projects, such as sponsored books, e.g. “Imperial Bird’s Nest Recipes”, commissioned premiums such as “Yau
Tin Yuen'’s Fortune Guide” and non-book publications like “Twins 2003 Calendar”.

The Post Publishing Public Company Limited

The Group has a 20.3% interest in The Post Publishing Public Company Limited, the publisher of the Bangkok Post.
For the year ended 31 December 2002, the company reported revenues of Baht 1,036 million and a net profit of Baht
104 million (2001: Baht 969 million and Baht 96 million, respectively).

RETAIL

SCMP Retailing (HK) Limited
SCMP Retailing operates a chain of 83 Daily Stop outlets and 18 Health Plus shops, which are strategically located in
the MTR and KCR stations, major shopping malls and housing estates.

The Daily Stop operations recorded higher sales in 2002, but profits declined slightly primarily due to keen price
competition and higher rent at several MTR outlets. Although financial performance was slightly weaker than last year,
overall operation efficiency has improved. During the year, 16 Daily Stop outlets were opened and 5 were closed. We
target to open another 15 outlets in 2003.

Health Plus continues to operate in a difficult and highly competitive market. Nine unprofitable shops were closed
during the year as their leases expired. reducing the number of shops to 18 from 27 a year ago.

Dymocks Joint Venture

The Group has a 45% interest in a joint venture with Dymocks Franchise Systems (NSW) Pty Ltd of Australia. The
joint venture’s principal business is to franchise the Dymocks Bookstore chain in Hong Kong. The company has franchised
five stores.

OTHER BUSINESS

Video-Film Productions Limited

The corporate videos and documentary tape businesses were severely affected by the economic downturn. As a result,
focus had been shifted to the video transfer business for clients such as Walt Disney, Warner Brothers and Universal
Pictures. In addition, the company was successful in securing from Celestial Movie Channel the business for dubbing
transfer of 100 titles from the old Shaw Brothers’ film library.

CORPORATE AFFAIRS

Our People

The Group places strong reliance on the commitment, talent and industry of its employees to achieve its objectives. In
2002, we worked with line managers to implement a new performance management system for all staff to measure and
reward performance. Through the new system, employees are appraised of their performance on a regular basis against
the objectives and competencies specific to their roles and responsibilities. The system demonstrates the Group’s firm
belief in rewarding and developing employees based on work performance. '
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Share options provide compensation tied to long-term corporate performance and maximise shareholder value in the
longer term. During the year, no share option was granted by the Board. As at 31 December 2002, share options have been
granted to 113 employees to subscribe for a total of 10,108,500 ordinary shares of the Company. We expect that past and
future awards will provide an important element of incentive compensation for staff.

South China Morning Post offers a cadetship programme for graduates from local universities who aspire to become
journalists. In 2002, we substantially increased the number of cadets and modified the content of the training in order
to derive maximum benefits from the programme.

}’ . . SRS
As we move towards a more knowledge and technology-based operation, the drive to enhance employee capabilities, to
cultivate multi-tasking and improve competencies has become one of the Group’s key human resources initiatives.

Community Services
Donations
During the year, the Group made charitable donations amounting to HK$114,968.

Reader Pledges
In 2002, the South China Morning Post received the following donations from its readers:

(a) two containers of medical supplies, clothing, bedding, educational material, toys and a whole range of other items
for charitable organisations in East Timor; and

(b) emergency relief contributions to provide food, housing and medical supplies for people made homeless by
devastating floods on the Mainland.

Braille Post

Improving technology has now provided more than 5,000 members of the Hong Kong Society for the Blind with access
to the electronic version of Braille Post, one of the world’s first daily newspapers for the blind, providing the visually
impaired access to in-depth news coverage and information. Since the first edition in August 1990, Braille Post has
developed from a paper featuring 15 stories to one with more than 100 braille general pages comprising more than 50
stories. Another 150 pages provide business stories, stocks and foreign exchange prices. In November 1997, the South
China Morning Post became the first newspaper to offer daily braille editions through the Internet as part of its long
association with the Hong Kong Society for the Blind.

Corporate Calendar 2002

February 2002: SCMP.com launches online subscription model

SCMP.com launched its paid subscription model, charging users for access to its online news content. The new
subscription-based service, branded SCMPcom Premium View, offers enhanced news and features. Subscribers enjoy
full online access to the editorial content of the print edition, regular online updates throughout the day, daily
e-newsletters, special reports and archives. An annual subscription costs HK$249 (US$32) with 10 complimentary
articles from the archives. Residents of Hong Kong buying a one-year newspaper subscription directly from the
South China Morning Post automatically receive online access to SCMPcom as part of the subscription package.

February 2002: Fund Manager of the Year Awards

The South China Morning Post Fund Manager of the Year Awards acknowledges the top performing funds and their
respective fund managers, covering different global markets and all asset classes. Now in its 11th year, the awards have
become the fund industry’s most prestigious and coveted performance recognition benchmark. To mark the event, the
South China Morning Post published an annual special report on the industry featuring all the winners, details of their
performances and profiles of the fund management companies and their executives.

July 2002: Jiu Jik distributes in MTR

Jiu Jik launches in a blaze of publicity for exclusive distribution in MTR stations throughout Hong Kong. An integrated
marketing campaign incorporating television, radio, outdoor and print advertising, and a lucky draw for 50 one-year
MTR passes, is implemented to drive pick-up and achieve top-of-mind awareness. A press conference jointly organised
by the Company and the MTR Corporation was held in a foyer of the Hong Kong MTR station and was well attended
by local media and television stations. Other promotion activities continued throughout the year to ensure the success
of this new partnership with the MTR.




July 2002: SCMP’s first conference

Our first conference, titled “Pearl River Delta — Forging a New Force”, was co-organised with the Hong Kong General
Chamber of Commerce. The one and a half day conference featured 20 distinguished speakers from Hong Kong and
China and attracted over 450 participants. The Hon. Tung Chee-hwa, Chief Executive of HKSAR officiated at the
event. In conjunction with the event, the South China Morning Post published a special print and online report.

July 2002: SCMP Teachers’ Seminar for secondary schools

Since 1998, South China Morning Post has been holding an annual education forum for secondary English teachers to
promote NIE (Newspaper in Education) teaching. The Group continues to initiate projects to help cultivate newspaper-
reading habits among youth. This annual function is well received by English teachers in secondary schools. A total of
298 teachers from 151 schools attended the seminar.

August 2002: Young Post hosts first pop concert

Young Post organised its first mini pop concert, Pure Sound, for its readers. The event featured a number of top local
pop acts including former South China Morning Post Sportsperson of the Year and pop idol Alex Fong Lik-sun. Held at
the Hong Kong International Trade and Exhibition Centre, it attracted more than 350 Young Post readers. Young Post,
set up 16 years ago, continues to promote a light, modern and fun approach to English learning.

August 2002: SCMP/Henley MBA Awards

Classified Post and Henley Management College selected two recipients of the SCMP/Henley MBA Awards. The
awards, now in its ninth year provide Classified Post readers an opportunity for post-graduate studies to enhance
future career opportunities and advancement. The awards cover tuition, course materials and workshop fees for the
distance-learning MBA programme. Through this scholarship scheme, South China Morning Post hopes to contribute
to the development of Hong Kong’s executives and managers who may become future leaders.

October 2002: HARPER’s BAZAAR ’s 14th Anniversary

In celebration of its 14th Anniversary, the magazine presented the first ever “HARPER'S BAZAAR Fashion Awards
2002”. A cocktail reception was held at the Island Shangri-la Hotel to celebrate the magazine’s birthday as well as to
present the awards to the winners.

November 2002: SCMP Group unveils new corporate identity

The SCMP Group and its subsidiaries created a new corporate look and identity to better represent the Group and to
consolidate the goodwill embodied in the many well-known brand names and businesses into a valuable asset and help
build brand recognition and loyalty. The Group’s stationery, advertising, merchandising, outdoor livery and business
cards were redesigned. Some of the brand identities including Jiu Jik, Classified Post and SCMP.com were modified to
bring them in line with the new identity. A corporate identity manual was created to guide all the businesses and their
suppliers through the new system.

November 2002 : RTHK/SCMP Short Story Competition
This annual competition organised and judged jointly by Radio Television Hong Kong and South China Morning Post
is now in its 17th year. The competition aims to promote English language writing skills in Hong Kong. Entries were
received from a large pool of local literary talents. Winners were selected in two categories: Senior for 18 years or
above, and Junior for 12 to 17 year olds. Winning stories were published in the South China Morning Post and SCMPcom
and live interviews with the winners were aired on RTHK.

November 2002: SCMP hosts Corporate Governance Conference

The South China Morning Post and Hong Kong Exchanges and Clearing Limited jointly host a major conference
on Corporate Governance bringing together leading political and business figures to discuss this vital issue.
Mr. Frederick Ma Si Hang, Secretary for Financial Services and the Treasury gave the keynote address. To mark the
event, the South China Morning Post published a special print and online report.

November 2002: Daily Stop’s 80th branch opening .
A series of consumer promotions were launched in November 2002 to celebrate the opening of Daily Stop s 80th
branch. Over 100,000 Scratch & Win Game Cards were distributed to customers for Jucky draw.

November 2002: Health Plus’ 10th Anniversary
Marketing promotions offering storewide discounts were launched to celebrate the occasion.
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November 2002: IHRM Annual Conference

Classified Post sponsored the Conference to reinforce its market leadership in recruitment advertising . The Conference
provided an ideal platform to directly market to and network with over 1,000 delegates and visitors during the two-day
conference period.

November 2002: China STAFF Human Resources Awards
Classified Post sponscored the Awards which recognised leading human resources professionals and consultants from
Hong Kong and China.

December 2002: DHL/South China Morning Post Hong Kong Business Awards

Since its inception in 1990, the DHL/SCMP Hong Kong Business Awards, Hong Kong’s most prestigious business
awards, have recognised outstanding contributions to the development of the SAR’s reputation as Asia’s leading financial
and business centre. Six awards are presented - Businessman of the Year, Executive Award, Owner-Operator Award,
International Award, Enterprise Award, and Young Entrepreneur Award. Notable past winners of the Businessman of
the Year include Li Ka Shing, Gordon Wu, William Purves, Cheng Yu Tung, Lee Quo Wei, Victor Fung, Peter Sutch,
Dickson Poon, Allan Wong, Richard Li, Patrick Wang, Vincent Lo and Michael Ying.

December 2002 : SCMP Wine Club

The South China Morning Post launched a Wine Club inviting eight wine professionals and writers who conducted a
blind tasting of 28 wines and recommended their 12 favourites. Both print and online readers were able to purchase the
recommended wines at heavily discounted prices exclusively through South China Morning Post. Over 1,000 bottles of
wine were sold during the one-month promotion.

December 2002 : SCMP Car of the Year Awards 2002
The South China Morning Post held its first Car of the Year Awards. A panel of eight judges selected winners in nine
categories. Winning marques included Ferrari, Renault, BMW, Mercedes Benz, Acura, Honda and Rolls-Royce.

December 2002: Operation Santa Claus

Every December, individuals, community groups and corporations rally to lend their support to Operation Santa Claus
to raise funds for a selected local children or youth charity. Since RTHK and South China Morning Post teamed up in
1987 to start Operation Santa Claus, it has raised more than HK$53 million for charities in Hong Kong and the Mainland,
benefiting causes ranging from an orphanage fund to burns victims. In 2002, Operation Santa Claus raised over
HK$3.2 million for the Pathways Foundation which is dedicated to helping children with specific learning disabilities.
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MANAGEMENT DISCUSSION AND ANALYSIS

FINANCIAL HIGHLIGHT

To facilitate better understanding of the Group’s performance, the comparison presented below covered 12-month
period ended 31 December 2002 and 2001.

Total turnover: HK$1,364.9 million

Net profit attributable to shareholders: HK$102.5 million
Net profit before revaluation deficit: HK$177.5 million
Earnings per share: HK6.02 cents

Earnings per share before revaluation deficit: HK10.42 cents
EBITDA: HK$256.7 million

EBITDA margin: 18.8%
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The Group’s consolidated operating results for the year ended 31 December 2002 and 2001 were as follows:

For the year ended
31 December

(Restated) %
(HKS$ million, except per share amounts) 2002 2001 change
Turnover 1,364.9 1,693.7 (19.4)
Operating cost before depreciation and amortisation 1,108.2 1,306.3 (15.2)
EBITDA 256.7 387.4 (33.7)
Depreciation and amortisation 79.0 88.1 (10.3)
Finance cost 1.1 0.6 83.3
Gain on disposal of long-term investment shares - 22.8 (100.0)
Gain on disposal of businesses 25.1 - 100.0
Provision for asset impairment - 72.5 (100.0)
Revaluation deficit 75.0 40.7 84.3
Other revenue 8.8 25.3 (65.2)
Operating profit 135.5 233.6 (42.0)
Net profit attributable to shareholders 102.5 165.7 (38.1)
Earnings per share (HK cents)
Basic 6.02 9.55 (37.0)
Diluted N/A 9.55 N/A

For the year ended 31 December 2002, the Group’s turnover and profit attributable to shareholders amounted to
HK$1,364.9 million (2001: HK$1,693.7 million) and HK$102.5 million (2001: HK$165.7 million), respectively. Earnings
per share was HK6.02 cents (2001: HK9.55 cents), calculated based on the weighted average of
1.704,448,053 shares in issue during the year (2001: 1,734,160,257 shares). The Company bought back (and cancelled)
173,438,400 shares in October 2002, and the number of shares in issue as at 31 December 2002 were 1,560,945,596 shares.

The reported earnings of HK$102.5 million included a gain of HK$25.1 million from disposal of certain businesses
and a provision of HK$75 million for deficit in revaluation of the investment properties. Excluding the investment
properties revaluation deficit, the Group would report a net profit of HK$177.5 million, or an earnings per share of
HK10.42 cents.

The Group’s total revenue in 2002 was down 19.4% from the previous year, primarily due to the downturn in
advertising revenue from the newspaper business and disposal of certain businesses. The entertainment, recreation
and education businesses were substantially ceased or disposed of in 2001 and early 2002; these operations accounted
for HK$155.5 million of the Group’s turnover in 2001, compared with HK$15.3 million in 2002. Excluding the
turnover from the entertainment, recreation and education businesses, the Group’s turnover in 2002 was down 12.3%
from the previous year.




Operating Costs and Expenses

For the year ended
31 December

(Restated) %
HKS$ million 2002 2001 change
Staff costs 417.2 4777 12.7)
Cost of production materials and sales 427.6 499.0 (14.3)
Rental and utilities 98.0 143.3 (31.6)
Advertising and promotion 314 37.2 (15.6)
Other operating expenses 134.0 149.1 (10.1)
Operating cost before depreciation and amortisation 1,108.2 1,306.3 (15.2)
Depreciation and amortisation 79.0 88.1 (10.3)
Total operating costs and expenses 1,187.2 1,394.4 (14.9)

Total operating costs were down by 14.9%. Staff costs decreased by 12.7% following from headcount reductions
undertaken during the year. Total headcount of the Group in December 2002 was 1,293, down from 1,570 in December
2001 due to disposal and suspension of certain businesses and magazine titles, and overall reduction of headcount.
Cost of production materials and sales was down 14.3% primarily due to lower newsprint prices and usage. The average
cost of newsprint for production decreased by 26.4% to HK$3,853 (US$494) per ton. Rental and utilities decreased by
31.6% due to disposal of recreation club and education businesses and the closure of nine Health Plus stores, though
this was partially offset by net increase of 11 Daily Stop outlets. Advertising and promotion and other operating
expenses decreased by 15.6% and 10.1%, respectively, due to various cost cutting measures, though offset by an
increase in distribution costs related to Jiu Jik being distributed in the MTR network from July 2002.

Contribution by Business Segment
The Group's core business of newspapers, magazines and other publications continued to generate the majority of the
Group’s turnover, EBITDA and operating profit.

Contribution to Turnover
For the year ended

31 December %

HKS$ million 2002 2001 change
Newspapers, magazines and other publications 831.8 1,014.1 (18.0)
Retailing 418.6 414.5 1.0

Investment properties 79.7 77.3 3.1
Video and film post-production 19.5 323 (39.6)
Entertainment, recreation and education services 15.3 155.5 (90.2)
Total 1,364.9 1,693.7 (19.4)

Contribution to Contribution to
EBITDA Operating Profit
For the year ended For the year ended
31 December 31 December
(Restated) % (Restated) %
HK$ million 2002 2001 change 2002 2001 change
Newspapers, magazines and other publications ) 176.1 283.8 (37.9) 109.8 192.6 (43.0)
Retailing 1.3 3.1 (58.1) (1.6) 0.4 300.0
Investment properties 76.4 715 6.9 17.2 25.4 (32.3)
Video and film post-production 0.5) 5.0 (110.0) (3.8) 2.1 (281.0)
Entertainment, recreation and education services 34 24.0 (85.8) 13.9 13.9 -
Total 256.7 387.4 (33.7) 135.5 233.6 (42.0)
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Newspapers, magazines and other publications

For the year ended
31 December

(Restated) %
HK$ million 2002 2000 change
Turnover
Newspapers 742.0 925.4 (19.8)
Magazines and others 89.8 88.7 12
Total turnover 831.8 1,014.1 (18.0)
EBITDA 176.1 283.8 (37.9)
Operating profit 109.8 192.6 (43.0)

For the year ended 31 December 2002, this division recorded revenues of HK$831.8 million, a decrease of 18%.
Revenues have come under extreme pressure in these times as companies continue to reduce costs and expenses,
especially in marketing and advertising areas, and the volatile and weak stock markets continue to restrict corporate
and fund raising activities. Recruitment advertising is still being severely affected by the high unemployment rate in
Hong Kong.

Display advertising revenue in the newspapers decreased by 9.7%, average yield also decreased slightly offset by the
increase in average volume. Advertising revenue in Classified Post declined 35.9%, average volume was down by
some 28.6% and average yield also decreased.

The average circulation of South China Morning Post and Sunday Morning Post recorded a decline in 2002 year-on-
year. Circulation for January - June 2002 of the South China Morning Post was 104,406 copies (January ~ June 2001:
110,155), and for the Sunday Morning Post was 90,868 copies (January — June 2001: 92,353), Circulation for July —
December 2002 for the South China Morning Post was 104,484 copies (July — December 2001: 114,028) and for the
Sunday Morning Post was 81,719 copies (July — December 2001: 89,204). The continuing weak economy has impacted
circulation sales. Hotel and airlines subscriptions have recovered since the tragic events of 11 September 2001, but
subscription sales from agents and newsstands have declined as Hong Kong is faced with record level of redundancies
and closure of small businesses and offices. We are confident, however, that circulation sales will recover when the
economy improves, as we have seen similar decline during the Asian financial crisis and subsequent recovery thereafter.

Revenues from magazines and other publications for the year ended 31 December 2002 remained stable. The operating
profit was lower due to losses incurred by CosmoGIRL!, which was launched in September 2001.

Retailing
For the year ended
31 December %
HK$ million 2002 2001 change
Turnover 418.6 414.5 1.0
EBITDA 1.3 3.1 (58.1)
Operating loss (1.6) (0.4) 300.0

This division recorded revenues of HK$418.6 million, an increase of 1% year-on-year. The operating loss of HK$1.6 million
was due to losses incurred in the Health Plus business, the Daily Stop operations are profitable. During the year, nine
unprofitable Health Plus shops were closed and as at the end of 2002, 18 shops were in operation. As at the end of
2002, there were 83 Daily Stop outlets compared with 72 in December 2001.




Investment properties

For the year ended

31 December %o
HKS$ million 2002 2001 change
Turnover 79.7 773 31
EBITDA 76.4 71.5 6.9
Operating profit 17.2 254 (32.3)

Rental income and EBITDA from the Group’s investment properties increased due to new leases in 2002, though
slightly offset by a lease expiry. Operating profit of HK$17.2 million was after adjusting for (i) a receipt of HK$15.9 million
from an investment written off in prior years; and (ii) a provision of HK$75 million for diminution in value of the
investment properties. HK$635 million of the provision relates to the TV City property. This property is currently
leased to TVB as film studios at HK$70.6 million per annum, and the lease will expire in December 2003. The
professional property valuers had valued the property on existing use basis as at 31 December 2002.

The Company has received an in-principle approval from the Town Planning Board to change the land use of TV City
to a “Comprehensive Development Area (2)”, thus permitting a development involving principally uses for residential
purposes. The Draft Clear Water Bay Peninsula North Development Permission Area Plan (the “Plan’), which indicates
the zoning of the land upon which the TV City is situated, was gazetted on 22 March 2002, and was opened to public
objections for a period until 22 May 2002; following which the objections have been considered by the Town Planning
Board. The Plan, together with the un-withdrawn objections, has been submitted to the Chief Executive in Council for
approval. In the meantime, the Company has revised the master layout plan to comply with Government’s latest
requirements and has submitted it to the Town Planning Board for approval, to be followed by, inter alia, submission of
an application and the subsequent execution of a Land Exchange, which includes the assessment and negotiation of
land premium. Based on the advice of consultants, the process is likely to take some 18 months.

Video and film post-production

For the year ended
31 December %
HKS$ million 2002 2001 change
Turnover 19.5 323 (39.6)
EBITDA 0.5) 5.0 (110.0)
Operating (loss) / profit (3.8) 2.1 (281.0)

This division recorded revenue of HK$19.5 million with an operating loss of HK$3.8 million. The poor performance
was mainly due to reduction in documentary tape income.

Entertainment, recreation and education services

For the year ended

31 December %
HK$ million 2002 2001 change
Turnover 15.3 155.5 (90.2)
EBITDA 3.4 24.0 (85.8)
Operating profit 13.9 ’ 13.9 -

The operations of this division had substantially ceased with the disposal of the recreation club and education businesses
and suspension of the production operation of the entertainment business. The operating profit of the education business
included a gain of HK$11.2 million resulting from the disposal of the business in March 2002.
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Capital Expenditure

Total capital expenditure for the year ended 31 December 2002 amounted to HK$61.7 million, of which HK$12.1 million
was spent on replacement items and HK$49.6 million on new capital items. Of the new capital items, HK$23.7 million was
spent on partial payment for the editorial and Oracle financial systems and HK$23.6 million on final payment for the two
Geoman colour presses. The remaining new capital expenditures represented investment in new Daily Stop outlets and
computer hardware and software.

For the coming year, the Group has approved capital expenditure of approximately HK$79 million, of which
HK$64.1 million is allocated for (i) replacement of the editorial, advertising and circulation systems, (ii) 15 new
Daily Stop outlets, (iii) video-film production equipment, and (iv) computers and technology related equipment
and software. The balance of HK$14.9 million is allocated for replacement items.

Liquidity and Capital Rescurces

Net cash provided by operating activities was HK$255.9 million for the year ended 31 December 2002, compared with
net inflow of HK$587.7 million in the 18-month period ended 31 December 2001. Cash was used primarily for
payment of dividends, taxation and capital expenditures.

Net cash outflow from financing activities was HK$384.8 million for the year ended 31 December 2002, compared
with net outflow of HK$830.7 million in the 18-month period ended 31 Decemnber 2001. During the year, the Company
repurchased a total of 173,438,400 shares. The total consideration was approximately HK$629.4 million (including
expenses) and was funded by internal cash and HK$310 million in bank borrowing.

Cash generated from the Group's operations and the funds available from external sources are expected to be adequate
to cover all cash requirements, including working capital needs and planned capital expenditure.

As at 31 December 2002, the Group had bank borrowing of HK$310 million. The bank borrowing is a Hong Kong
Dollar unsecured term loan repayable within 3 years and has floating interest rate. The Group has no significant exposure
to foreign exchange fluctuations.

The ratio of current assets to current liabilities was 2.07 times as at 31 December 2002 compared to 2.95 times as at
31 December 2001. As at 31 December 2002, the gearing ratio of the Group was 11.1 % (2001: nil) calculated by
dividing the total borrowings of HK$310 million (2001: nil) net of available cash of HK$139 million by shareholders’
funds of HK$1,537.2 million.

Defined benefit plan’s assets

The Group has adopted a new accounting standard, HKSSAP34 “Employee Benefits” in 2002. This standard requires
the Group to recognise the surplus on its defined benefit plan as assets in its balance sheet and chaige the cost of
providing the defined benefit plan benefits to profit and loss accounts systematically. The defined benefit plan’s assets
recognised as at 31 December 2002 was HK$37.9 million (2001:HK$42.4 million) and the cost of providing the defined
benefit plan benefits for the year ended 31 December 2002 was HK$4.5 million (2001: HK$2.7million).




DIRECTORS AND SENIOR MANAGEMENT

Non-executive Directors

Mr. Roberto V. Ongpin, aged 66, joined the Board in October 1993 and was appointed Deputy Chairman in the same
year. He is Chairman of PhilWeb Corporation and ISM Communications Corporation, both listed companies in the
Philippines. Prior to 1979, Mr. Ongpin was Chairman and Managing Partner of the SGV Group, one of the largest
accounting and consulting firms in Asia. He was Minister of Trade and Industry for the Republic of the Philippines
from 1979 to 1986. He has an MBA from Harvard Business School and is a Certified Public Accountant.

Mr. Ronald J. Arculli, JP, aged 64, an Independent Director, joined the Board in June 1996. Mr. Arculli is a practising
solicitor and was an elected member of the Legislative Council until the end of the legislative session at the end of June
2000. He had served on the Legislative Council and the Provisional Legislative Council since 1988, representing the
Real Estate and Construction functional constituency since 1991. Mr Arculli has served, and continues to serve, on
numerous Government committees and advisory bodies. He is Chairman and a Steward of The Hong Kong Jockey
Club. Mr. Arculli is also a director of several listed companies in Hong Kong.

Tan Sri Dr. Khoo Kay Peng, aged 64, joined the Board in June 1994. He is the Chairman and Chief Executive of
Malayan United Industries Berhad, which is a diversified group with business interests in the Asia Pacific, the United
States of America (“USA”) and the United Kingdom (“UK”). He is also the Chairman of Laura Ashley Holdings plc,
UK, Corus & Regal Hotels ple, UK, MUI Hong Kong Ltd. and a director of The Bank of East Asia, Limited, Hong
Kong. Previously, Tan Sri Dr. Khoo had served as the Chairman of the Malaysian Tourist Development Corporation (a
Government Agency), the Vice Chairman of Malayan Banking Berhad and a trustee of the National Welfare Foundation.
He is currently a trustee of the Malaysian Humanitarian Foundation and Regent University, Virginia, USA. Tan Sri Dr. Khoo
is also a board member of Northwest College, Seattle, USA as well as a Council Member of the Malaysian-British
Business Council and the Malaysia-China Business Council.

Mr. Peter Lee Ting Chang, JP, aged 49, an Independent Director, joined the Board in August 1998. He is Chairman and
Managing Director of Hysan Development Company Limited and a director of Cathay Pacific Airways Limited, Hang Seng
Bank Limited as well as a number of other companies in Hong Kong and overseas. Mr. Lee is a graduate in Civil Engineering
from the University of Manchester and also qualified as a Solicitor of the Supreme Court of England and Wales.

Dr. The Hon. David Li Kwok Po, GBS, OBE. JP, aged 63, an Independent Director, joined the Board in April 1990.
Dr. Li is Chairman and Chief Executive of The Bank of East Asia, Limited and a director of numerous other companies
in Hong Kong and overseas. He has served as an elected member of the Legislative Council, representing the Finance
Constituency. Dr. Li is Chairman of The Chinese Banks Association, a member of the Hong Kong Banking Advisory
Committee, and a member of the Executive Committee of The Hong Kong Association of Banks, the Exchange Fund
Advisory Committee and the Land Fund Advisory Committee.

Executive Directors

Mr. Kuok Khoon Ean, aged 47, joined the Board in October 1993 and was appointed Chairman in January 1998.
Mr. Kuok became an Executive Director in January 2000 and assumed the role of Executive Chairman in August 2000.
He is a director of Kerry Group Limited and Kerry Holdings Limited, which are substantial shareholders of the Company.
Mr. Kuok is also a director of several other public companies in Hong Kong. Singapore and Malaysia. Mr. Kuok is a
graduate in Economics from Nottingham University, UK.

Mr. Thaddeus Thomas Beczak, aged 52, joined the Board in May 1999 and was appointed Deputy Chairman in the
same year. Mr. Beczak assumed the role of Publisher of South China Morning Post in August 2002. He is an Executive
Director of Kerry Holdings Limited, a shareholder of the Company, Shangri-La Asia Limited and The Post Publishing
Public Company Limited in Bangkok, Thailand. He is also a director of Kerry Properties Limited and Kerry Technology
Limited. Mr. Beczak held various senior management positions at J.P. Morgan prior to joining the Kuok Group in 1997
and was the former Chairman of the Listing Committee of The Stock Exchange of Hong Kong Limited. He is a
member of the Advisory Committee for the Securities and Futures Commission. Mr. Beczak is a graduate of Georgetown
University (B.S.E.S.) and Columbia University (M.B.A.). He is a member of the Board of Advisors of the School of
Foreign Service of Georgetown University.

Senior Management

Ms. Chai Way Cheng is Finance Director of the Group. Ms. Chai was formerly a Director at Merrill Lynch (Asia
Pacific) Limited where she was responsible for merger and acquisition activities for North Asia. Prior to that, she was
a Director at Schroders Asia Limited, responsible for corporate finance activities, and earlier had worked for investment
banks in Malaysia and Touche Ross (in London), where she qualified as a Chartered Accountant. Ms. Chai graduated
from Sheffield University in the UK and is an associate of the Institute of Chartered Accountants in England and Wales.
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Ms. Nancy Valiente assumed the role of Associate Publisher, Classified Advertising, South China Morning Post
Publishers Limited in August 2002. Ms. Valiente was formerly a Vice President at Merrill Lynch (Asia Pacific) Limited
where she was responsible for corporate finance activities for Asian clients. Ms. Valiente has an MBA from The Wharton
School, University of Pennsylvania.

Ms. Pandora Ip assumed the role of Associate Publisher, Display Advertising, South China Morning Post Publishers
Limited in August 2002. Ms. Ip is a media expert with more than 15 years of experience in the advertising industry. She
was formerly the Executive Media Director and General Manager of Grey Advertising, one of the top 10 advertising
agencies in the world, responsible for their media business expansion in Hong Kong and China. She has served as
Chairman of the Media Committee of the 4As and has been the driving force behind various media industry disciplines.

Mr. Kuok Koon Seng is Director of the Group’s Magazine Division. Prior to joining the Group in 1996, he was a
senior executive with the Kuok Group, and was an Executive Director of Television Broadcasts Limited in 1990 and
1991. Mr. Kuok graduated from Australia National University with a degree in Economics.

Mr. Chan Wai Ming, Steve joined in July 2001 as Director of SCMP Retailing (HK) Limited responsible for the
retailing business of Daily Stop chain and Health Plus chain and Highlight Trading (HK) Limited. Mr. Chan brings
with him 17 years of retailing experience. Mr. Chan is a graduate of Leicester University, UK (Bsc) and Lancaster
University, UK (MA).

Ms.Vera Leung is Legal Counsel and Company Secretary of the Group overseeing legal matters and corporate compliance
issues. Prior to joining the Group, Ms. Leung had been in private practice involving intellectual property law, general
commercial law, banking and other areas of law in Hong Kong and Singapore since 1993. Ms. Leung is also admitted
as a Solicitor of the Supreme Court of England and Wales.




CORPORATE GOVERNANCE STATEMENT

The Directors and management are committed to high standards of corporate governance which provide an important
framework for the overall operations of the Group. The Company has complied throughout the year with the Code of
Best Practice as set out in Appendix 14 of the Rules Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited (the “Listing Rules”), save that the non-executive Directors have not been appointed for a specific
term, but are subject to retirement by rotation and re-election in accordance with the Company’s Bye-laws.

This statement outlines the main corporate governance practices of the Group that were in place during the year.

Board of Directors

The Board currently comprises seven Directors, three of whom are Independent Non-executive Directors. The number
of Independent Non-executive Directors has been above the minimum requirement stipulated by the Listing Rules.
The name, qualifications and other details of each member of the Board are set out on page 23 of this report. Four
Board meetings were held during the year.

The Board supervises the management of the business and affairs of the Company and the Group. Apart from its
statutory duties, the Board approves the Group’s overall strategic plans, key operational initiatives, annual budgets,
major funding and investment proposals, and reviews the financial performance of the Company and the Group. To
facilitate effective management, certain functions have been delegated by the Board to various Board Committees.

Audit Committee

The Audit Committee of the Board has been established since 1998 and currently comprises two Directors, both of
whom are Independent Non-executive Directors. It acts in an advisory capacity and makes recommendations to the
Board. It reviews the plans and findings of external auditors, the internal control systems throughout the Group, the
completeness and accuracy of the financial statements and liaises on behalf of the Board with the auditors. Two
meetings were held by the Audit Committee in 2002, with the auditors, to review audit reports, status of the Group’s
audits, internal controls, interim and final financial statements of the Group, prior to recommending them to the Board
for approval. The attendance record of the members of the Audit Committee at meetings held during this year is set out
on page 28 of this report.

The members of the Audit Committee during the year were Messrs. Peter Lee Ting Chang, Ronald J. Arculli and
Chye Kuok Khoon Ho (resigned on 5 December 2002).

Remuneration Committee

The Remuneration Committee of the Board has been established since 2000 and currently comprises three Directors,
two of whom are Independent Non-executive Directors. It makes recommendations with respect to the remuneration of
Executive Directors and senior management of the Group, including the grant of share options under the Share Option
Scheme for employees. The Remuneration Committee met once in 2002. The attendance record of the members of the
Remuneration Committee at the meeting held during this year is set out on page 28 of this report.

The members of the Remuneration Committee during the year were Messrs. Peter Lee Ting Chang, Ronald J. Arculli
and Chye Kuok Khoon Ho (resigned on 5 December 2002). Mr. Kuok Khoon Ean was appointed in place of
Mr. Chye Kuok Khoon Ho on 10 January 2003.

Management Committee

Management Committee meetings are regularly held by the Executive Chairman with the senior management staff,
who are the Heads of divisions in the Group and Heads of key subsidiaries of the Company, to review the status of
various projects, discuss and propose strategic objectives and plans and key policies for the Group and recommend any
strategic ventures or proposals to the Board. Each key division and subsidiary company also holds weekly operational
meetings, the minutes of such meetings are circulated to key members of the Management Committee.

Corporate Communications [nitiatives

Web site

The Company’s web site, scmpgroup.com, was launched in October 2000. The site has continued to enhance the
Group’s corporate image and is a helpful source of information for third parties on the Group and its current activities.
The web site has average pageviews of 19,492 per month in 2002.

Investor relations

Senior management hosts analysts and investors briefings twice a year, following the release of the Group’s interim
and final results, as occasions for the investment community to query the senior management on the Group’s performance
and strategy. The senior management is willing and regularly meets with institutional investors and analysts.
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Dealings in Securities

The Group has adopted an internal code in conformity with the provisions of the Code of Best Practice in the Listing
Rules to provide guidance to its Directors and staff in relation to the dealings in the Company’s securities. Apart from
information obtained from the disclosures made by the Directors under the Securities (Disclosure of Interests) Ordinance,
a system of reporting of securities dealings by the Directors to the Chairman/Deputy Chairman has been implemented
to effectively monitor the Directors’ dealings in the securities of the Company.

The Company is a constituent of the 200-stock Hang Seng Composite Index Series launched in October 2001 under the
Services sector (Media & Publishing). The Company’s shares are also available to US investors through a Level-1
American Depository Receipt (ADR) Programme managed by The Bank of New York.

Code of Conduct
All Directors, managers and employees are expected to act with integrity and ethical standards. The Group has
documented policies on standards of workplace behaviour which are communicated to employees.




DIRECTORS' REPORT

The Directors are pleased to submit their report together with the audited financial statements of SCMP Group Limited
(the “Company”) and its subsidiaries (collectively the “Group”) for the year ended 31 December 2002.

Principal activities and segment information

The Company is an investment holding company. The principal activities of the Group during the year comprised the
publishing, printing and distribution of the South China Morning Post, Sunday Morning Post and other print and
on-line publications. The Group was also involved in retailing, video and film post-production, education and property
investment through its subsidiaries.

An analysis of the Group’s performance for the year by business segments is set out in note 4 to the financial statements.

Major suppliers and customers
In the year under review, the Group purchased less than 30% of its goods from its five largest suppliers. Sales to the
five largest customers also accounted for less than 30% of the total sales for the year.

As far as the Directors are aware, neither the Directors, their associates, nor shareholders who own more than 5% of the
Company’s share capital had any interest in the five largest suppliers and customers.

Financial results
The profit of the Group for the year and the state of affairs of the Company and the Group as at 31 December 2002 are
set out in the financial statements on pages 36 to 40.

Dividend distributions

During the year, an interim dividend distribution from the contributed surplus account of HK4 cents per share was paid.
The Directors recommend the payment of a final dividend distribution from the contributed surplus account of
HK4 cents per share in respect of the year ended 31 December 2002 to the shareholders whose names appear on the
register of members of the Company on Friday, 23 May 2003.

Five year financial summary

The summary of the results and of the assets and liabilities of the Group for the last five financial years is set out on
page 72. To reflect the change of financial year end date to 31 December, an additional summary for the calendar year
2001 and previous calendar years is set out on page 73.

Fixed assets and investment properties
Movements in the fixed assets and details of investment properties of the Group are disclosed in note 14 to the
financial statements.

Subsidiaries
Particulars of the Company’s principal subsidiaries as at 31 December 2002 are set out in note 30 to the
financial statements.

Associates and a jointly controlled entity
Particulars of the Group’s interests in its principal associates and a jointly controlled entity are set out in note 16 to the
financial statements.

Bank loans
Particulars of bank loans of the Group as at the balance sheet date are set out in note 21 to the financial statements.

Share capital
Details of the authorised and issued share capital of the Company are set out in note 24 to the financial statements.

Pre-emptive rights
There is no provision for pre-emptive rights under the Company’s Bye-laws or the laws in Bermuda which would
oblige the Company to offer new shares on a pro rata basis to existing sharcholders.

Reserves
Movements in the reserves of the Company and the Group during the year are disclosed in note 25 to the
financial statements.

Charitable donations
During the year, the Group made charitable donations totalling HK$114,968.
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Directors
The Directors who held office during the year and up to the date of this report were:

Mr. Kuok Khoon Ean Chairman
Mr. Roberto V. Ongpin Deputy Chairman
Mr. Thaddeus Thomas Beczak Deputy Chairman

Mr. Ronald J. Arculli*

Tan Sri Dr. Khoo Kay Peng

Mr. Peter Lee Ting Chang*

Dr. The Hon. David Li Kwok Po*
Mr. Chye Kuok Khoon Ho #

* [ndependent non-executive Director

# Mr Chye Kuok Khoon Ho resigned as director on 3 September 2002 and was re-appointed on 10 September 2002. My Chye Kuok subsequently

resigned as director on 5 December 2002.

In accordance with the Bye-laws of the Company, Mr. Roberto V. Ongpin and Dr. The Hon. David Li Kwok Po shall
retire by rotation and, being eligible, offer themselves for re-election at the forthcoming Annual General Meeting.

Directors’ meeting

The number of Directors’ meetings (including meetings of Committees of Directors) and number of meetings attended

by each of the Directors during the year were:

Board of Audit Remuneration
Directors Committee Committee
Meeting Meeting Meeting
No. No. No. No. No. No.
Name of Director held” attended held” attended held” attended
Mr. Kuok Khoon Ean 4 4 2 2k 1 1%
Mr. Roberto V. Ongpin 4 3 - - - -
Mr. Thaddeus Thomas Beczak 4 4 -
Mr. Ronald J. Arculli 4 2 2
Tan Sri Dr. Khoo Kay Peng 4 3 -
Mr. Peter Lee Ting Chang 4 4 2
Dr. The Hon. David Li Kwok Po 4 4 -
Mr. Chye Kuok Khoon Ho 2 1 2

*  Reflects the number of meetings held during the time the Director held office during the year

**  Antended as an invitee of the Committee




Directors’ interests in shares

(1) Ordinary shares
As at 31 December 2002, the interests of the Directors in the shares of the Company and its associated corporations
(within the meaning of the Securities (Disclosure of Interests) Ordinance (the “SDI Ordinance™)) as recorded in
the register maintained by the Company pursuant to Section 29 of the SDI Ordinance were as set out below:

Number of shares of the Company

Personal Corporate
Name of Director Interests Interests Total
Mr. Kuok Khoon Ean - 340,000# 340,000
Mr. Thaddeus Thomas Beczak 294,000 - 294,000
Tan Sri Dr. Khoo Kay Peng - 87,119,145% 87,119,145
Dr. The Hon. David Li Kwok Po 100,000 - 100,000

# The interests in the 340.000 shares are in respect of deemed corporate interests held by Mr Kuok Khoon Ean through Allerlon Limited.

*  The interests in the 87,119,145 shares are in respect of deemed corporate interesis held by Tan Sri Dr: Khoo Kay Peng through (i) MUI Media
Lid. as to 70,969,145 shares and (ii) Bonham Industries Limited as to 16,150,000 shares.

(2) Share options
As at 31 December 2002, none of the Directors of the Company and their respective spouses and children under
18 years of age had been granted by the Company or had exercised any rights to subscribe for equity or debt
securities of the Company or any of its associated corporations.

Save as stated above, none of the Directors had any interest in the equity or debt securities of the Company and its
assoclated corporations as at 31 December 2002.

Substantial shareholders

As at 31 December 2002, the Company had been notified of the following interests by shareholders in shares representing
10% or more of the issued share capital of the Company which were recorded in the register required to be kept under
Section 16(1) of the SDI Ordinance:

Name of shareholder . Number of shares held
Kerry Media Limited 524,730,000 *
Kerry 1989 (C.I.) Limited 525,036,000 **
Kerry Holdings Limited 594,576,000 ***
Kerry Group Limited 594,576,000
Silchester International Investors Limited# 181,194,000

*  The interests in the 524,730,000 shares held by Kerry Media Limited are duplicated in the respective interests reported above for Kerry 1989 (C.1.)
Limited, Kerry Holdings Limited and Kerry Group Limited.

**  The interests in the 525,036,000 sharves held by Kerry 1989 (C.4) Limited are duplicated in the respective interesis reported above for Kerry Holdings
Limited and Kerry Group Limited,

**+ The interests in the 594,576,000 shares held by Kerry Holdings Limited are duplicated in the interests reporied above for Kerry Group Limiied.
#  An independent investment manager, acting on behalf of clients, and not connected with either the Company or other substantial shareholders.

Save as stated above, no person had registered an interest in the share capital of the Company that was required to be
recorded under Section 16(1) of the SDI Ordinance.
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Share option scheme
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Summary of terms

The Company has a share option scheme (the “Scheme”) which was approved by shareholders on 27 October 1997
(the “Effective Date”). The Scheme was amended with sharecholders’ approval on 6 November 2000 and further
amended at the annual general meeting held on 29 May 2002 in conformity with the amended Chapter 17 of the
Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited (the “Listing Rules™).
It is a part of the Group’s policy to reward employees for their past contributions to the Group and motivate them
to optimise their future contributions and enable the Group to attract and retain individuals with experience and
ability. Under the Scheme, the Board of Directors of the Company (the “Board”) may grant options to subscribe
for shares of the Company to any full-time employee or Executive Director of the Company or any of its subsidiaries
(the “Executive”).

The subscription price of the options shall not be less than whichever is the highest of: (i) the nominal value of a
share of the Company; (ii) the closing price of a share of the Company as stated in the daily quotation sheet of The
Stock Exchange of Hong Kong Limited (the “Stock Exchange™) on the date of the Board’s approval of grant of
the option (the “Offer Date™); and (iii) the average of the closing prices ot a share of the Company in the Stock
Exchange’s daily quotation sheets for the five business days immediately preceding the Offer Date. An offer of
the grant of an option shall remain open for acceptance by the Executive concerned at no consideration for a
period of 28 days from the date on which an option is offered to the Executive. No option may be exercised
earlier than one year after it has been granted or later than ten years after the Effective Date of the Scheme,
i.e. 27 October 2007. The remaining life of the Scheme is up to 27 October 2007.

The maximum number of shares of the Company which may be issued upon exercise of all options to be granted
under the Scheme may not exceed 10% of the shares of the Company in issue as at 29 May 2002. The maximum
number of shares of the Company issued and to be issued upon exercise of the options granted to any one Executive
(including exercised and outstanding options) in any 12-month period shall not exceed 1% of the shares of the
Company in issue from time to time. As at the balance sheet date, the total number of shares available for issue
under the Scheme was 159,945,899, representing approximately 9.22% of the issued share capital of the Company
as at 29 May 2002 and 10.25% of the issued share capital of the Company as at the balance sheet date.

None of the substantial shareholders of the Company has been granted any share option under the Scheme. None
of the suppliers of goods or services to the Group has been granted any share option under the Scheme. No
participant of the Scheme has been granted share options in excess of the maximum entitlement of each participant.

Movements of options granted
The outstanding shares in respect of options granted under the Scheme as at the balance sheet date are summarised
below:

Number of shares in respect of
options granted

Qutstanding at | January 2002 11,880,500
Granted during the year -
Exercised during the year -
Cancelled during the year -
Lapsed during the year (1,772,000}
Qutstanding at 31 December 2002 10,108,500




Details of the movements during the year in the share options granted under the Scheme are as follows:

(i) Options granted to Directors
None of the Directors of the Company has been granted any share option under the Scheme.

(1) Options granted to employees

Number of shares involved in the options

Exercise Outstanding Granted Exercised Lapsed  Outstanding

Date of Exercisable price/ at during during during at

grant period share 01/01/2002 the year the year the year 31/12/2002

HKS$

02/08/1999 02/08/2000 5.00 2,206,000 - - (454,000) 1,752,000
—27/10/2007

11/01/2000 11/01/2001 5.51 2,424,500 - - (433,000) 1,991,500
—27/10/2007

20/04/2000 20/04/2001 6.05 6,205,000 - - (885,000) 5,320,000
-27/10/2007

28/06/2001  28/06/2002 4.95 1,045,000 - - - 1,045,000
= 27/10/2007

11,880,500 - - (1,772,000) 10,108,500

Valuation of share options has not been presented as the exercise prices of all the share options which were vested as at
31 December 2002 were above the market price of the shares of the Company as at 31 December 2002.

Directors’ interest in competing business
None of the Directors of the Company has interest in a business which competes or is likely to compete with the
business of the Group during the year.

Directors’ interests in contracts

No contract of significance in relation to the Group’s business to which the Company or any of its subsidiaries was a
party and in which a Director of the Company had a material interest, whether directly or indirectly, subsisted at the end
of the year or at any time during the year.

Directors’ service contracts

No Director proposed to be re-elected at the forthcoming Annual General Meeting has an unexpired service contract
with the Group, which is not determinable by the Group within one year without payment of compensation (other than
statutory compensation).

Management contracts
No contract concerning the management and administration of the whole or any substantial part of the business of the
Company was entered into or existed during the year.

Directors’ arrangements to acquire shares or debentures

Save as disclosed herein, at no time during the year was the Company or any of its subsidiaries a party to any arrangement
to enable the Directors of the Company to acquire benefits by means of acquisition of shares in or debentures of the
Company or any other body corporate.
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Connected and related party transactions
During the year, the Company and its subsidiaries had the following transactions which constituted connected transactions
under the Listing Rules and related party transactions under the Hong Kong Statements of Standard Accounting Practice:

(1) Certain subsidiaries of the Company had the following connected transactions with subsidiaries of Kerry Group
Limited (“Kerry Group”), a substantial shareholder of the Company as defined in the Listing Rules. Details of the
transactions are set out below:

(1) Logistics Services

(a) Anagreement dated 28 July 2000 was made between Highlight Trading (HK) Limited (“Highlight Trading”),
a wholly owned subsidiary of the Company, and Kerry Logistics (Hong Kong) Limited (“Kerry Logistics™),
a subsidiary of Kerry Properties Limited (“Kerry Properties”) which is a subsidiary of Kerry Group, whereby
Highlight Trading engages Kerry Logistics to provide logistics services including warehousing, inventory
management, delivery and related services (“Logistics Services”) for a term of two years from 1 July 2000
to 30 June 2002. Pursuant to three agreements of extension dated 2 August 2002, 15 September 2002 and
30 November 2002 respectively, both parties have agreed to extend the term of the agreement to
15 September 2002, and subsequently to 30 November 2002 and lastly to 31 March 2003. The service fees
paid by Highlight Trading under the said agreements during the year amounted to HK$84,000.

(b) An agreement dated 12 June 2001 was made between Retailcorp Limited (‘‘Retailcorp”), a wholly owned
subsidiary of the Company, and Kerry Logistics whereby Retailcorp engages Kerry Logistics to provide
Logistics Services to its Health Plus outlets for a term of one year from 1 April 2001 to 31 March 2002.
Pursuant 1o two agreements of extension dated 28 March 2002 and 30 April 2002 respectively, both parties
have agreed to extend the term of the agreement to 30 April 2002 and subsequently to 31 May 2002.
Retailcorp and Kerry Logistics entered into a new agreement dated 25 June 2002 whereby both parties
agree to continue the Logistics Services for a further term of one year from 1 June 2002 to 31 May 2003.
The service fees paid by Retailcorp under the said agreements during the year amounted to HK$868,000.

(c) An agreement dated 3 November 2001 was made between SCMP Book Publishing Limited (“SCMP Book
Publishing”), a wholly owned subsidiary of the Company, and Kerry Logistics whereby SCMP Book
Publishing engages Kerry Logistics to provide Logistics Services for a period of one year from
19 October 2001 to 18 October 2002. Pursuant to an agreement of extension dated 5 October 2002, both
parties have agreed to extend the term of the agreement to 31 December 2002. The service fees paid by
SCMP Beok Publishing under the said agreements during the year amounted to HK$574,000.

(d) An agreement dated 16 September 2002 was made between SCMP Retailing (HK) Limited (“SCMP
Retailing”), a wholly owned subsidiary of the Company, and Kerry Logistics whereby SCMP Retailing
engages Kerry Logistics to provide Logistics Services for a period of one year from 1 October 2002 to
30 Septernber 2003. The service fees paid by SCMP Retailing under this agreement during the year
amounted to HK$359,000.

(ii) Transportation and Distribution Services

(a) An agreement dated 15 August 2001 was made between South China Morning Post Publishers Limited
(“SCMP Publishers™), a wholly owned subsidiary of the Company, and Kerry Distribution (Hong Kong)
Limited (“Kerry Distribution”), a subsidiary of Kerry Properties which is a subsidiary of Kerry Group.
Pursuant to this agreement, SCMP Publishers engages Kerry Distribution to provide transportation and
distribution services to SCMP Publishers relating to its newspaper business (“Transportation and Distribution
Services”) for a term of one year from 15 August 2001 to 14 August 2002. Pursuant to a new agreement
dated 19 August 2002, both parties have agreed to continue the Transportation and Distribution Services
for a further term of one year from 15 August 2002 to 14 August 2003. SCMP Publishers and Kerry
Distribution agreed to early terminate the new agreement with effect from 1 April 2003. The service fees
paid by SCMP Publishers under the said agreements during the year amounted to HK$6,651,000.

(b

Z

An agreement dated 19 August 2002 was made between SCMP Publishers and Kerry Distribution whereby
SCMP Publishers engages Kerry Distribution to provide daily newspaper pre-delivery services for a term
of two years from 31 May 2002 to 30 May 2004. SCMP Publishers and Kerry Distribution agreed to early
terminate the said agreement with effect from 1 April 2003. The service fees paid by SCMP Publishers
under this agreement during the year amounted to HK$420,000.




For transactions under 1(i) and 1(ii) (the “Transactions’), the Stock Exchange has granted a conditional waiver to
the Company for compliance with the disclosure requirements as stipulated under Rule 14.25 of the Listing Rules
in respect of the Transactions on each occasion they arise for a period of three financial years ending 31 December
2003 (the “Waiver”). In accordance with the conditions of the Waiver, the Directors (including Independent
Non-executive Directors) of the Company have reviewed the Transactions and confirm that:

(a) the Transactions were entered into by the Group in the ordinary and usual course of its business; conducted on
normal commercial terms and in accordance with the relevant agreements on terms that are fair and reasonable
so far as the shareholders of the Company are concerned and in the interest of the Company as a whole; and

(b) the aggregate amount of the Transactions under the respective category of Logistics Services and Transportation
and Distribution Services for the year does not exceed 3% of the book value of the Company’s net tangible
assets as at 3] December 2002 (the “Relevant Cap Amount™).

The Auditors of the Company have also reviewed the Transactions and confirmed to the Directors in writing that:
(a) the Transactions have been approved by the Board of Directors of the Company;

(b) the Transactions have been entered into in accordance with the terms of the agreements governing
the Transactions;

(c) the aggregate value of the Transactions under the respective category of Logistics Services and Transportation
and Distribution Services does not exceed the Relevant Cap Amount; and

(d) the Transactions are in accordance with the pricing policy of the Group.

(2) As announced by the Company on 12 March 2002, the Company entered into a sale and purchase agreement (the
“Agreement”) with Madam Kwan Wai Han (the “Purchaser”) on 11 March 2002, pursuant to which the Company
disposed of its kindergarten and child care business by transferring its legal and beneficial holding of the entire
issued share capital of Quality Education Limited (“Quality Education”), a wholly owned subsidiary of the Company,
to the Purchaser. Quality Education owns approximately 88.9% of Sun Island English Kindergarten Limited
(“Sun Island”). Sun Island has one wholly owned subsidiary, Praise Onward Development Limited (“Praise
Onward™). At the time of the Agreement, Sun Island and Praise Onward were the operating companies of nineteen
branches of Sun Island English Kindergarten and three branches of Sun Island Child Care Centre.

The Purchaser is the spouse of the controlling shareholder of Oriental Gain Limited, which owns 11.1% interest in
Sun Island and is deemed to be a substantial shareholder of Sun Island. The Purchaser is therefore deemed to be a
connected person of the Company in accordance with the Listing Rules. Accordingly, the entering into the Agreement
between the Company and the Purchaser constituted a connected transaction of the Company under the
Listing Rules.

The total consideration paid by the Purchaser to the Company amounted to HK$28,154,000 and the transaction
was completed on 26 March 2002.

All the above connected transactions are disclosed in accordance with Rule 14.25(1)(A) to (D) of the Listing Rules.

Purchase, sale or redemption of the Company’s shares

The Company announced on 3 September 2002 a proposed conditional voluntary cash offer to be made by The Hongkong
and Shanghai Banking Corporation Limited on behalf of the Company to repurchase up to 173,438,400 shares of the
Company, representing approximately 10% of the total issued share capital of the Company as at that date, at an offer
price of HK$3.60 per share (the “Offer”). The Offer was approved by shareholders of the Company at the Special General
Meeting held on 11 October 2002. In accordance with the terms of the Offer, the Company repurchased a total of
173,438,400 shares in aggregate at the offer price of HK$3.60 per share on 30 October 2002 and the shares repurchased
were cancelled on the same date. The total consideration paid by the Company for the Offer 15 approximately
HK$624 .4 million. After the repurchase and cancellation of the said 173,438,400 shares of the Company under the Offer,
the number of shares of the Company in issue was reduced to 1,560,945,596.

Save as the Offer detailed above, the Company and any of its subsidiaries had not purchased, sold or redeemed any of
the Company's own shares during the year.
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Valuation of publishing titles
Under the Listing Agreement between the Company and the Stock Exchange (the “Listing Agreement”), the Company
is required to carry out an independent valuation of two of the Group’s publishing titles, South China Morning Post and
Sunday Morning Post (the “Publishing Titles”) once every three years. American Appraisal Hong Kong Limited, an
independent valuer, was appointed and valued the Publishing Titles at HK$4.4 billion as at 31 December 2001 on an
open market basis. The Directors have adopted this same value as at 31 December 2002.

The valuation is not reflected in the financial statements as the accounting principles generally accepted in Hong Kong
and the accounting policies of the Company require any publishing titles to be stated at cost less accumulated amortisation.

Pursuant to the Listing Agreement, the Company is entitled to include the valuation of the Publishing Titles in the
calculation of the Company’s assets or consolidated assets for the purpose of Rule 14.04(4) and Chapter 14 generally of
the Listing Rules.

Code of Best Practice

In the opinion of the Directors, the Company has complied with the Code of Best Practice as set out in Appendix 14 to
the Listing Rules throughout the year, save that the Non-executive Directors have not been appointed for a specific
term, but are subject to retirement by rotation and re-election in accordance with the Company’s Bye-laws.

Audit Committee

The Audit Committee has been established since 1998 with written terms of reference and currently comprises two
Independent non-executive Directors, namely Mr. Peter Lee Ting Chang and Mr. Ronald J. Arculli. Two Audit Committee
meetings had been held during the year.

Remuneration Committee

The Company established a Remuneration Committee on 15 September 2000 with written terms of reference. The
Remuneration Committee currently comprises two Independent non-executive Directors, namely Mr Peter Lee Ting
Chang and Mr. Ronald J. Arculli, and an Executive Director Mr, Kuok Khoon Ean. One Remuneration Committee
meeting had been held during the year.

Auditors
The accounts have been audited by PricewaterhouseCoopers who retire and, being eligible, offer themselves for
re-appointment. A resolution for their re-appointment as auditors of the Company will be proposed at the forthcoming
Annual General Meeting. PricewaterhouseCoopers replaced Ernst & Young when it retired at the conclusion of the
annual general meeting held on 12 November 2001.

For and on behalf of the Board
Kuok Khoon Ean

Chairman

Hong Kong, 24 March 2003




AUDITORS' REPORT
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PricewaterhouseCoopers
22nd Floor Prince’s Building
Central Hong Kong
Telephone (852) 2289 8888
Facsimile (852) 2810 9888

AUDITORS’ REPORT TO THE MEMBERS OF SCMP GROUP LIMITED

(incorporated in Bermuda with limited liability)

We have audited the financial statements on pages 36 to 71 which have been prepared in accordance with accounting
principles generally accepted in Hong Kong.

Respective responsibilities of Directors and auditors

The Company’s Directors are responsible for the preparation of financial statements which give a true and fair view. In
preparing financial statements which give a true and fair view it is fundamental that appropriate accounting policies are
selected and applied consistently.

It is our responsibility to form an independent opinion, based on our audit, on those financial statements and to report
our opinion to you.

Basis of opinion

We conducted our audit in accordance with Statements of Auditing Standards issued by the Hong Kong Society of
Accountants. An audit includes examination, on a test basis, of evidence relevant to the amounts and disclosures in the
financial statements. It also includes an assessment of the significant estimates and judgements made by the Directors
in the preparation of the financial statements, and of whether the accounting policies are appropriate to the circumstances
of the Company and the Group, consistently applied and adequately disclosed.

We planned and performed our audit so as to obtain all the information and explanations which we considered necessary
in order to provide us with sufficient evidence to give reasonable assurance as to whether the financial statements are
free from material misstatement. In forming our opinion we also evaluated the overall adequacy of the presentation of
information in the financial statements. We believe that our audit provides a reasonable basis for our opinion,

Opinion

In our opinion, the financial statements give a true and fair view of the state of affairs of the Company and of the Group
as at 31 December 2002 and of the profit and cash flows of the Group for the year ended 31 December 2002 and have
been properly prepared in accordance with the disclosure requirements of the Hong Kong Companies Ordinance.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 24 March 2003
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AUDITED FINANCIAL STATEMENTS

Consolidated Profit and Loss Account

Year ended 31 December 2002 (Restated)
18-month
Year ended period ended
31 December 2002 31 December 2001
Notes HK$'000 HK$’000
Turnover 4 1,364,925 2,745,083
Other revenue 4 8,739 44,328
Staff costs 5 & 2(a)(iii) (417,177) (721,693)
Cost of production materials/sales (427,582) (749,182)
Rental and utilities (97,973) (209.798)
Depreciation and amortisation (78,996) (130,458)
Advertising and promotion (31,465) (48,467)
Other operating expenses (133,979) (226.859)
(1,178,433) (2,042,129)
Gain on disposal of long-term investment shares - 51,928
Gain on disposal of busiresses 25,136 -
Deficit on revaluation of investment properties (75,061) (40,678)
Provision for asset impairment - (95,933)
(49,925) (84,683)
Profit from Operating Activities 5 136,567 618,271
Finance costs 6 (1,097) (1,020)
Operating Profit 135,470 617,251
Share of profits less losses of associates 4,952 10,200
Share of loss of a jointly controlled entity (5,624) (15,857)
Profit before Tax 134,798 611,594
Tax 8 (28,884) (118,363)
Profit after Tax 105,914 493,231
Minority interests (3,367) (7,017)
Profit Attributable to Shareholders 9,25 & 2(a)(iv) 102,547 486,214
Dividend Distributions 10 124,876 572,367
Earnings per share 11
Basic 6.02 cents 28.04 cents
Diluted N/A 28.04 cents




Consolidated Statement of Changes in Equity
Year ended 31 December 2002 (Restated)
Notes HK$°000

At 1 July 2000

As previously stated 4,084,453
Changes in accounting policies 25 (1,521,124)
As restated 2,563,329
Deficit on revaluation of long-term investment shares 25 (31,497)
Exchange differences on consolidation 25 (8,253)
Net gains and losses not recognised in the profit and loss account (39,750)
Net profit for the period 25 486,214
Revaluation reserve released on disposal 25 (34,707)
Dividends 25 (832,309)
Tssue of shares
Share capital 143
Share premium © 25 7.155
At 31 December 2001 2,150,075
Notes HK$’000
At | January 2002 2,107,720
Changes in accounting policies 25 42,355
As restated 2,150,075
Deficit on revaluation of long-term investment shares 25 (23,091)
Exchange differences on consolidation 25 (463)
Net gains and losses not recognised in the profit and loss account (23,554)
Net profit for the year 25 102,547
Revaluation reserve released on disposal 25 6
Dividends 25 (62,438)
Repurchase of shares
Contributed surplus 25 (607,034)
Share capital 24 (17.343)
Share premium 25 (5,014)
At 31 December 2002 1,537,245
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Consolidated Balance Sheet

As at 31 December 2002 (Restated)
18-month
31 December 2002 31 December 2001
Notes HKS$000 HK$’000
Non-Current Assets
Intangible assets 13 14,130 -
Fixed assets 14 1,507,475 1,621,494
Defined benefit plan’s assets 23(a) & 2(a)(1) 37,858 42,355
Interests in associates 16 41,875 45,900
Interest in a jointly controiled entity 16 9,375 11,213
Long-term investment shares 17 128,523 151,486
1,739,236 1,872,448
Current Assets
Inventories 18 43,172 56,981
Accounts receivable 19 155,326 158,238
Prepayments, deposits and other receivables 49,146 60,080
Bank balances and deposits 138,992 283.675
386,636 558.974
Current Liabilities
Accounts payable and accrued liabilities 20 169,533 167,594
Tax payable 1,360 8,996
Subscriptions in advance 16,285 12,875
187,178 189,465
Net Current Assets 199,458 369,509
Total Assets Less Current Liabilities 1,938,694 2,241,957
Non-Current Liabilities
Minority interests 8,679 10,676
Interest-bearing bank loan, unsecured 21 310,000 -
Deferred tax 22 82,770 81,206
401,449 91,882
1,537,245 2,150,075
Capital and Reserves
Issued capital 24 156,095 173,438
Reserves 1,318,712 1,976,637
Proposed final dividend distribution 10 62,438 -
25 1,381,150 1,976,637
1,537,245 2,150,075
Kuok Khoon Ean Thaddeus Thomas Beczak

Chairman

Deputy Chairman




Consolidated Cash Flow Statement
Year ended 31 December 2002

18-month
Year ended period ended
31 December 2002 31 December 2001
Notes HK$’000 HK$'000
Net cash inflow from operations 29(a) 290,802 793,491
Interest paid (1,097) (1,020)
Hong Kong profits tax paid (33,810) (204,764)
Net cash inflow from operating activities 255,895 587,707
Investing Activitites
Additions to fixed & intangible assets (61,740) (117,363)
Interest received 4,958 36,488
Dividends received from:
Listed investments 2,462 4,449
Associates 7,171 6,652
Purchase of additional interest in associates (42) -
Purchase of additional interest in subsidiaries (269) -
Purchase of business - (4,325)
Purchase of long-term investment shares (129) -
Proceeds from disposals of businesses 29(¢c) 31,724 18,701
Proceeds from disposals of interests in associates - 3,508
Proceeds from disposals of fixed assets 115 8,719
Proceeds from disposals of long-term investment shares 1 92,427
Decrease in bank deposits with maturity more than three months 1,323 179,357
Net cash (outflow)/inflow from investing activities (14,426) 228,613
Net cash inflow before financing activities 241,469 816,320
Financing Activities 29(b)
Repurchase of shares (629,391) -
Proceeds from issue of shares - 7,298
Drawdown/ (repayment) of bank loans 310,000 (5,36T)
Dividends paid to minority shareholders in subsidiaries (3,000) (333)
Dividends paid (62,438) (832,309)
Net cash outflow from financing activities (384,829) (830,71hH)
Decrease in cash and cash equivalents (143,360) (14.391)
Cash and cash equivalents at beginning of year/period 282,352 296,743
Cash and cash equivalents at end of year/period 138,992 282,352
Bank balance and deposits at end of year/period
Bank balances and deposits with maturity within three months 138,992 282,352
Bank balances and deposits with maturity more than three months - 1,323
Total 138,992 283,675
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Balance Sheet
As at 31 December 2002

31 December 2002

31 December 2001

Notes HK$’000 HK$’000
Non-Current Assets
Interests in subsidiaries 15 1,749,922 2,420,575
Current Assets
Other receivable - 1,855
Bank balances and deposits 254 252
254 2,107
Total Assets 1,750,176 2422 682
Capital and Reserves
Issued capital 24 156,095 173,438
Reserves 1,531,643 2,249,244
Proposed final dividend distribution 10 62,438 -
25 1,594,081 2,249,244
1,750,176 2,422,682

Kuok Khoon Ean
Chairman

Thaddeus Thomas Beczak
Deputy Chairman




NOTES OF FINANCIAL STATEMENTS

1. Corporate Information

The registered office of SCMP Group Limited is located at Cedar House, 41 Cedar Avenue, Hamilton,
HM 12 Bermuda.

The Company acted as an investment holding company during the year. The principal activities of the Group
during the year comprised the publishing, printing, and distribution of the South China Morning Post, Sunday
Morning Post and other print and on-line publications, retailing, video and film post-production, education and
holding of properties for rental income purposes.

2. Restatement of the Group’s Consolidation Balance Sheet and Profit and Loss Account for the
18-month Period Ended 31 December 2001

Due to the adoption of a new Statement of Standard Accounting Practice (“SSAP”) issued by the Hong Kong
Society of Accountants (“HKSA”) in the current reporting period as stated in note 3(a), certain figures have been
restated. The changes are set out below.

(a) Defined benefit plan’s assets
The Group’s contributions to the defined benefit scheme are made based on the periodic recommendations of

independent qualified actuaries. Prior to the adoption of SSAP34, they are charged to the profit and
loss account.

With effect from 1 January 2002, the Group has adopied SSAP 34 “Employee Benefits” whereby pension costs
are assessed using the projected unit credit method: the cost of providing pensions is charged to the profit and
loss account so as to spread the regular cost over the service lives of employees in accordance with the advice
of the actuaries who carry out a full valuation of the plan.

The adoption of SSAP34 represents a change in accounting policy, which has retrospective effect and the
changes are set out below.

There is a defined benefit plan’s assets of HK$42,355,000 as at 31 December 2001 which resulted from the fair
value of plan assets exceeding the present value of funded obligations.

Changes to the consolidated balance sheet are:

(1) Net assets were increased by HK$42,355,000.
(i) Retained loss was decreased by HK$42,355,000.

Changes to the consolidated profit and loss account are:

(iii) Staff costs were decreased by HK$3,421,000 being the difference in defined benefit pension costs
recognised in the 18-month period ended 31 December 2001 following the change of the above
accounting policy.

(iv) Profit attributable to shareholders was increased by HK$3,421,000.
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(b) Summary of restatements to the Group’s consolidated balance sheet and profit and loss account for the 18-
month period ended 31 December 2001

(i) Retained losses as at 31 December 2001

_Note  HK$000
As previously reported (1,132,233)
Less:
Defined benefit plan’s assets 2(a)(ii) 42,355
As restated (1,089,878)
(ii) Net assets as at 31 December 2001

Note HK$'000

As previously reported 2,107,720
Defined benefit plan’s assets 2(a)(i) 42,355
As restated 2,150,075

(iii) Profit attributable to shareholders for the 18-month period ended 31 December 2001

Profit attributable to

Staff costs shareholders

_ Note _ HK$000 _ HK§000
As previously reported 725,114 482,793
Decrease in pension costs 2(a)(i1i) & (iv) (3.421) 3.421
As restated 721,693 486,214

3. Summary of Significant Accounting Policies

(a) Basis of preparation
The accounts have been prepared in accordance with accounting principles generally accepted in Hong Kong
and comply with accounting standards issued by the HKSA. They have been prepared under the historical cost
convention, except for the re-measurement of investment properties, and certain fixed assets and long-term
investment shares, as further explained below.

In the current year, the Group adopted the following SSAPs issued by HKSA which are effective for accounting
periods commencing on or after 1 January 2002.

SSAP I(revised) Presentation of financial statements
SSAP 11(revised) Foreign currency translation

SSAP 15(revised) Cash flow statements

SSAP 33 Discontinuing operations

SSAP 34 Employee benefits

The comparatives have been adjusted or extended to take into account the requirements of the new accounting
standards. The effect of adopting SSAP 11 (revised) and SSAP 34 is set out in the accounting policies below.
Except for the above, there is no impact on the operating profit resulting from the adoption of the above
standards in the financial statements as the Group was already following the recognition and measurement
principles in those standards.




{b)

(©)

(d)

(e

()

Basis of consolidation

The consolidated financial statements include the financial statements of the Company and its subsidiaries for
the year ended 31 December 2002. The results of subsidiaries acquired or disposed of during the year are
consolidated from or to their effective dates of acquisition or disposal, respectively. All significant intercompany
transactions and balances within the Group are eliminated on consolidation.

The gain or loss on disposal of a subsidiary represents the difference between the proceeds of the sale and the
Group’s share of its net assets together with any amortised goodwill or goodwill taken to reserves which was
not previously charged or recognised in the consolidated profit and loss account,

Minority interests represent the interests of outside sharcholders in the operating results and net assets
of subsidiaries.

Goodwill

Goodwill arising on the acquisition of subsidiaries, associates and jointly controlled entities represents the
excess of purchase consideration paid over the fair values ascribed to the identifiable assets and
liabilities acquired.

Goodwill is included in intangible assets and is stated in the balance sheet at cost less accumulated amortisation
and provision for impairment in value, if any. Goodwill is amortised on a straight-line basis over an estimated
useful life, but not exceeding 20 years. Provision for impairment on any excess of the carrying amount of the
goodwill over its estimated recoverable amount is expensed in the profit and loss account in the year in which
the impairment occurs.

Revenue recognition
Revenue is recognised when it is probable that the economic benefits will flow to the Group and when the
revenue can be measured reliably, on the following bases:

(i) on the sale of goods, when the significant risks and rewards of ownership have been transferred to the
buyer provided that the Group maintains neither managerial involvement to the degree usually associated
with ownership, nor effective control over the goods sold;

(i1) newspaper advertisements and other services, based on the period in which such services are rendered;

(iii) rental income, in the period in which the properties are let out and on the straight-line basis over the
lease terms;

(iv) interest income, on a time proportion basis taking into account the principal accounts outstanding and the
effective interest rates applicable; and

(v) dividends, when the shareholder’s right to receive payment is established.

Subsidiaries

A subsidiary is a company other than a jointly controlled entity in which the Company, directly or indirectly,
controls more than half of its voting power or holds more than half of the issued share capital or controls the
composition of its board of directors or has the power to govern its financial and operating policies of another
body corporate so as to obtain benefits from its activities.

Interests in subsidiaries in the Company’s balance sheet are stated at cost less provision for impairment losses
which are deemed necessary by the directors. The results of subsidiaries are accounted for by the Company on
the basis of dividend received or receivable.

Associates

An associate is a company, not being a subsidiary or a joint venture, in which the Group has a long-term
interest of generally not less than 20% of the equity voting rights and over which it is in a position to exercise
significant influence in its management. The Group’s share of the post-acquisition results and reserves of
associates is included in the consolidated profit and loss account and consolidated reserves, respectively. The
Group's interests in associates are stated in the consolidated balance sheet at the Group’s share of net assets
under the equity method of accounting less any provisions for impairment in value which are deemed necessary
by the Directors.
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(g) Jointly controlled entities

A joint venture is a contractual arrangement whereby the Group and other parties undertake an economic
activity which is subject to joint control and none of the participating parties has unilateral control over the
economic activity.

Joint venture arrangements which involve the establishment of a separate entity in which the Group and other
parties have an interest are referred to as jointly controlled entities. A jointly controlled entity is a joint venture
which involves the establishment of a corporation, partnership or other entity in which each venturer has an
interest. The jointly controlled entity operates in the same way as other enterprises, except that a contractual
arrangement between the venturers establishes joint control over the economic activity of the entity.

The Group’s share of the post acquisition results and reserves of the jointly controlled entity is included in the
consolidated profit and loss account and consolidated reserves, respectively. The Group’s interests in a jointly
controlled entity are stated in the consolidated balance sheet at the Group’s share of net assets of the jointly
controlled entity under the equity method of accounting less any provisions for impairment in value which are
deemed necessary by the Directors.

(h) Intangible assets

ey

]

(1) Publishing titles
Publishing titles are stated at cost less accumulated amortisation and provision for impairment in value,
if any. The Group’s publishing titles are amortised on a straight-line basis over ten years, taking into
account the rapid change in the business environment and other factors.

(ii) Software cost
Software costs are stated at cost less accumulated amortisation. Software cost comprises purchase price
and any costs incurred to bring the asset in use. Software costs are amortised on a straight-line basis over
their estimated useful lives. Other software costs that do not meet the above criteria are accounted for in
the profil and loss account in the period incurred.

Investment properties
Investment properties are interests in land and buildings in respect of which construction work and development
have been completed and which are intended to be held on a long term basis for their investment potential.

Investment properties held under leases with unexpired periods of 20 years or less are depreciated over the
unexpired terms of the leases.

Investment properties held under leases with unexpired periods greater than 20 years are stated at open market
values on the basis of annual professional valuations performed at the end of each financial year. Changes in
the values of investment properties are dealt with as movements in the investment property revaluation reserve.
If the total of this reserve is insufficient to cover a deficit, on a portfolio basis, the excess of the deficit is
charged to the profit and loss account. Any subsequent revaluation surplus is credited to the profit and loss
account to the extent of the deficit previously charged.

On disposal of an investment property, the relevant portion of the investment property revaluation reserve
realised in respect of previous valuations is released to the profit and loss account.

Fixed assets and depreciation

Fixed assets, other than investment properties and assets in progress, are stated at cost or valuation less
accumulated depreciation and accumulated impairment losses. The cost of an asset comprises its purchase
price and any directly attributable costs of bringing the asset to its working condition and location for its
intended use. Expenditure incurred after fixed assets have been put into operation, such as repairs and
maintenance, is normally charged to the profit and loss account in the period in which it is incurred. In
situations where it can be clearly demonstrated that the expenditure has resulted in an increase in the future
economic benefits expected to be obtained from the use of the fixed asset, the expenditure is capitalised as an
additional cost of that asset.




Surpluses arising from the revaluation of fixed assets are dealt with in the asset revaluation reserve. Revaluation
deficits are charged to the profit and loss account to the extent that they exceed surpluses arising previously on
the individual assets. A subsequent revaluation increase is recognised as income to the extent that it reverses
a revaluation deficit of the same asset previously charged to the profit and loss account.

Depreciation is provided on the straight-line method over the following estimated useful lives:

Land Over the lease term
Buildings 25 to 50 years
Other fixed assets 2 to 20 years

No depreciation/amortisation is provided for assets in progress.

(k) Impairment and gain or loss on sale
At each balance sheet date, both internal and external sources of information are considered to assess whether
there is any indication that assets included in land and buildings and other fixed assets are impaired. If any
such indication exists, the recoverable amount of the assets is estimated and where relevant, an impairment
loss is recognised to reduce the assets to its recoverable amount. Such impairment losses are recognised in the
profit and loss account except where the assets are carried at valuation and the impairment Joss does not
exceed the revaluation surplus for that same assets, in which case it is treated as a revaluation decrease.

The gain or loss on disposal of a fixed asset other than investment properties is the difference between the net
sales proceeds and the carrying amount of the relevant asset, and is recognised in the profit and loss account.
Any revaluation reserve balance remaining attributable to the relevant asset is transferred to retained earnings
and is shown as a movement in reserves.

() Long-term investment shares
Long-term investment shares, which represent share investments not held for trading purposes, are carried at
their fair values. The unrealised gain or loss so arising is recognised directly in equity, as a movement in the
investment revaluation reserve, until the investment is sold or otherwise disposed of, or until the investment is
determined to be impaired, as deemed necessary by the Directors, at which time the cumulative unrealised
gain or loss is included in the net profit or loss for the year.

(m)Inventories
Inventories are stated at the lower of cost and net realisable value after making due allowance for any obsolete
or slow-moving items. Costs of inventories are stated at weighted average cost, in the case of work in progress
and finished goods, comprise direct materials, direct labour and an appropriate proportion of overheads. Net
realisable value is based on estimated selling prices less any estimated costs to be incurred to completion
and disposal.

Deferred tax

Deferred tax is provided, using the liability method, on all significant timing differences to the extent it is
probable that the liability will crystallise in the foreseeable future. A deferred tax asset is not recognised until
its realisation is assured beyond reasonable doubt.

(n

Z
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(o) Foreign currencies

0

o

The Group’s financial records are maintained and the financial statements are stated in Hong Kong dollars.

Foreign currency transactions are recorded at the applicable rates of exchange ruling at the transaction dates.
Monetary assets and liabilities denominated in foreign cutrencies at the balance sheet date are translated at the
applicable market rates of exchange ruling at that date. Exchange differences are dealt with in the profit and
loss account.

On consolidation, the financial statements of subsidiaries, jointly controlled entities and associates denominated
in foreign currencies are translated at the rates of exchange ruling at the balance sheet date whilst the profit and
loss is translated at an average rate. The resulting translation differences are included in the translation reserve.

Prior to the year ended 31 December 2002, the profit and loss of foreign enterprises was translated at closing
rate. With effect from 1 January 2002, the Group has adopted SSAP11 (revised) whereby the profit and loss
is translated at an average rate. This is a change of accounting policy. The translation of the profit and loss of
foreign enterprises in prior years has not been restated as the effect of this change is not material to prior years.

Operating leases

Leases where substantially all the rewards and risks of ownership of assets remain with the leasing company
are accounted for as operating leases. Payments made under operating leases net of any incentives received
from the leasing company are charged to the profit and loss account on a straight-line basis over the
lease periods.

(q) Employee benefits

(i) Employee leave entitlements
Employee entitlements to annual leave are recognised when they accrue to employees. A provision is
made for the estimated liability for annual leave as a result of services rendered by employees up to the
balance sheet date.

Employee entitlements to sick leave and maternity or paternity leave are not recognised until the time
of leave.

(i) Employee retirement schemes
The Group operates four staff retirement schemes comprising a defined benefit pension (“DB”) scheme,
a defined contribution pension (“DC”) scheme, a Mandatory Provident Fund (“MPF”) and a Top-up
(“Top-up™) scheme for its employees. The assets of which are held separately from those of the Group in
independently administered funds. The retirement schemes are generally funded by payments from
employees and by the relevant Group companies.

Contributions to the DC, MPF and Top-up schemes are charged to the profit and loss account as incurred
and the DC and Top-up schemes may be reduced by contributions forfeited by employees who leave
these schemes prior to vesting fully in the contributions.

The Group’s contributions to the DB scheme are made based on the periodic recommendations of
independent qualified actuaries. Prior to the adoption of SSAP 34, they are charged to the profit and
loss account .

With effect from 1 January 2002, the Group has adopted SSAP 34 “Employee Benefits” whereby pension
costs are assessed using the projected unit credit method: the cost of providing pensions is charged to the
profit and loss account so as to spread the regular cost over the service lives of employees in accordance
with the advice of the actuaries who carry out a full valuation of the plans. The pension obligation is
measured as the present value of the estimated future cash outflows by reference to market yields of
Government securities which has similar terms as the related liabilities. Actuarial gains and losses are
recognised over the average remaining service lives of employees. Past service costs are recognised as
an expense on a straight-line basis over the average period until the benefits become vested.

The adoption of SSAP 34 represents a change in accounting policy, which has retrospective effect. The
comparative presented in the financial statements have been restated to conform to the changed policy.
The details of effect of adoption of SSAP 34 are set out in note 2 to the financial statements.
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(iii) Equity compensation benefits
The Company has a share option scheme which is a part of remuneration policy with rewards determined
based upon the performance of the Group and individual employees. When options are granted, no
compensation cost is recognised. When the options are exercised, the proceeds received net of any
transaction costs are credit to share capital (nominal value) and share premium.

Accounts receivable
Provision is made against accounts receivable to the extent they are considered to be doubtful. Accounts
receivable in the balance sheet are stated net of such provision.

Cash equivalents

For the purpose of the consolidated cash flow statement, cash equivalents represent short term highly liquid
investments which are readily convertible into known amounts of cash and which were within three months of
maturity when acquired, less advances from banks repayable within three months from the date of the advance.
For the purpose of balance sheet classification, cash equivalents represent assets similar in nature to cash,
which are not restricted as to use.

Provisions and contingent liabilities
Provisions are recognised when the Group has a present legal or constructive obligation as a result of past
events, and it is possible that an outflow of sources will be required to settle the obligation, and a reliable
estimate of the amount can be made.

A contingent liability is a possible obligation that arises from past events and whose existence will only be
confirmed by the occurrence or non-occurrence of one or more uncertain future events not wholly within the
control of the Group. It can also be a present obligation arising from past events that is not recognised because
it is not probable that outflow of economic resources will be required or the amount of obligation cannot be
measured reliably.

A contingent liability is not recognised but is disclosed in the notes to the accounts. When a change in the
probability of an outflow occurs so that outflow is probable, it will then be recognised as a provision.

Segment reporting

In accordance with the Group’s internal financial reporting the Group has determined that business segments
be presented as the primary reporting format and geographical segments as secondary reporting format. No
geographical reporting format is presented as the substantial businesses are based in Hong Kong.

Segment assets consist primarily of long-term investment shares, intangible assets, fixed assets, inventories,
receivables and operating cash. Segment liabilities comprise operating liabilities and exclude items such as
taxation and bank borrowing. Capital expenditure mainly comprises additions to intangible assets (note 13)
and fixed assets (note 14).

Related parties

Parties are considered to be related if one party has the ability, directly or indirectly, to control the other party,
or exercise significant influence over the other party in making financial and operating decisions. Parties are
also considered to be related if they are subject to commen control or common significant influence. Related
parties may be individuals or corporate entities.
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4. Turnover, Revenue and Segment Information

Turnover comprises the aggregate of advertising, circulation and distribution income of newspapers and other
publications, the net invoiced amount in respect of goods sold and services rendered and gross rental income.

An analysis of Group’s turnover and other revenue for the year/period is as follows:

18-month
Year ended period ended
31 December 2002 31 December 2001
o o HK$’0800 HEK$°000
Turnover

Newspapers, magazines and other publications 831,775 1,722,925
Retailing 418,641 610,408
Investment properties 79,747 116,856
Video and film post-production 19,493 47,803
Entertainment, recreation and education services 15,269 247,091
1,364,925 2,745,083

Other revenue
Dividend income from listed investments 2,462 4,449
Interest income 4,958 36,488
Others 1,319 3,391
8,739 44,328
Total revenue 1,373,664 2,789.411

48




Substantially all the activities of the Group are based in Hong Kong and below is a segment information by
business segments: -

Year ended 31 December 2002

Entertainment,
Newspapers, recreation
magazines Video and and
and other Investment film post- education
publications  Retailing  properties  production services Total
_ HK$’000 _HK$'000 HK$’000 HK$'000 HK$000 _HKS$'000
note (a) note(b)
Turnover 831,775 418,641 79,747 19,493 15,269 1,364,925
Segment results and operating profit 109,750 (1,609) 17,197 (3,761) 13.893 135,470
Share of profits less losses of
— associates 5,077 - - (125) - 4,952
— a jointly controlled entity (5,624) - - - - (5.624)
Profit before taxation 134,798
Taxation (28,884)
Profit after taxation 105,914
Minority interests (3,367)
Profit attributable to shareholders 102,547
Segment assets 1,193,003 74,044 793,866 12,246 1,463 2,074,622
Investment in a jointly controlled entity 9,375 - - - - 9.375
Investments in associates 35.053 - - 6,822 - 41,875
Total assets 2,125,872
Segment labilities (109.414) (69,526) (3.473) (2,387) (1,019)  (185.819)
Unallocated liabilities (402,808)
Total liabilities (588,627)
Capital expenditure 56,371 3,676 1,060 624 9 61,740
Depreciation 71,444 3324 1,333 2,053 771 78,925
Amortisation 71 - - - - 71
Notes:

{aj Included in operating profit is a receipt of HK$15.9 million from an investment which was written off in prior years and a provision of HKS 75 million
Jor deficit in revaluation of the invesiment properties as at 31 December 2002,

(b) The Group disposed of its recreation club and education businesses in December 2001 and March 2002, respectively, and suspended the production
operation of the entertainment business in October 2001. Included in operating profit is a gain of HKS 11.2 million from 1he sale of the
education business.
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18-month period ended 31 December 2001

(Restated) Entertainment,
Newspapers, recreation
magazines Video and and
and other Investment film post- education (Restated)
publications  Retailing properties  production services Total
B HK$’000 HKS$’000 HK$°000 HK$’000 HK$000 HK$000
Turnover 1,722,925 610,408 116,856 47,803 247,091 2,745,083
Segment results and operating profit 535,894 (1,272) 62,081 4,250 16,298 617,251
Share of profits less losses of
— associates 9,930 - - 1,065 (795) 10,200
— a joint controlled entity (15,857) - - - - (15,857)
Profit before taxation 611,594
Taxation (118,363)
Profit after taxation 493,231
Minority interests (7,017
Profit attributable to shareholders 486,214
Segment assets 1,381,204 69,409 876,283 18.122 27,032 2,372,050
Investment in a joint controlled entity 11,213 - - - - 11,213
Investments in associates 39,156 - - 6,744 - 45,900
Unallocated assets 2,259
Total assets 2,431,422
Segment liabilities (98.885) (64,624) (8,229) (2,948) (4,739)  (179.425)
Unallocated liabilities (101,922)
Total liabilities (281.347)
Capital expenditure 102,665 5,734 - 2,260 6.704 117.363
Depreciation 96.241 6,068 8.563 2,568 17,018 130.458
Impairment charge 92,403 - 3.530 - - 95,933




5. Profit from Operating Activities

Profit from operating activities is stated after charging and crediting:

Group
(Restated)
18-month
Year ended period ended
31 December 2002 31 December 2001
Charging HK$°000 HK$’'000
Operating lease rentals on land and buildings 75,846 154,329
Loss on disposal of fixed assets 646 4,839
Deficit on revaluation of investment properties 75,061 40,678
Auditors’ remuneration 1,549 1,798
Depreciation on owned assets 78,925 130,458
Amortisation of intangible assets 71 -
Staff costs (including directors’ remuneration, as set out in note 7):
Wages and salaries 401,871 687,430
Unutilised annual leave 3,846 -
Pension contributions - defined contribution plan 11,027 36,408
Less: Forfeited contributions (4,064) (6.144)
Net pension contributions 6,963 30,264
Pension costs - defined benefit plan 4,497 3.999
417,177 721,693
Provision for impairment in value of long-term investment shares - 92,403
Provision for impairment in leasehold land and buildings - 3,530
Crediting
Net rental income from investment properties 78,200 111,403
Net rental income from leasehold land and buildings 1,435 3,624

There were no material forfeited pension scheme contributions at the current year and prior period end to reduce

contributions in future years.

Finance Costs

Year ended
31 December 2002
HK$’000

Group

18-month

period ended

31 December 2001
HK$’000

Interest on bank loans wholly repayable within three years

1,097

1,020
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Directors’ Remuneration

Group
18-month
Year ended period ended
31 December 2002 31 December 2001
HK$’000 HK$'000
Fees:
Executive - -
Non-executive 992 1,783
Other emoluments:
Salaries, allowances and benefits in kind 6,531 10,738
Retirement scheme contributions 85 2,570
Bonuses paid and payable 320 96
7,928 15,187
The remuneration of the above Directors fell within the following bands:
18-month
Year ended period ended

31 December 2002
Number of Directors

31 December 2001
Number of Directors

HK$Nil - HK$1,000,000 6 8
HK$1,500,001 - HKS$2,000,000 - 2
HK$2,000,001 - HK$2,500,000 1 -
HK$4,500,001 - HK$5,000,000 1 -
HK$9,500,001 - HK$10,000,000 - 1

8 11

There was no arrangement under which a Director waived or agreed to waive any remuneration in respect of

the year.

Directors’ fees paid or payable to Independent non-executive Directors during the year totalled HK$600,000.
There were no other emoluments paid to Non-executive Directors during the year.

Five highest paid individuals

The five highest paid individuals during the year include two (2001: one) Directors, details of whose remuneration is set out
above. The details of the remuneration of the remaining three (2001: four) highest paid individuals are set out below:

Group
18-month
Year ended period ended
31 December 2002 31 December 2001
HK$°000 HK$°000
Salaries, allowances and benefits in kind 6,582 14,752
Retirement scheme contributions 472 1,052
Bonuses paid and payable 995 2,825
8,049 18,629




10.

The remuneration of the three (2001: four) highest paid individuals fell within the following bands:

Year ended
31 December 2002
Number of individuals

18-month

period ended

31 December 2001
Number of individuals

HK$2,000,001 - HK$2,500,000

HK$3,000,001 - HK$3,500,000 1
HK$3,500,001 - HK$4,000,000 -
HK$4,000,001 - HK$4,500,000 -
HK$4,500,001 - HK$5,000,000 -
HK$5,500,001 - HK$6,000,000 -

[ NG U

3
Tax
Tax in the profit and loss account is analysed as follows:
Group
18-month
Year ended period ended
31 December 2002 31 December 2001
HK$’000 HK$’000
Company and subsidiaries:
Provision for the year/period 26,235 109,085
Deferred tax (note 22) 1,664 5,718
27,899 114,803
Associates:
Hong Kong - -
Elsewhere 985 3.560
985 3,560
Tax charge for the year 28,884 118,363

Hong Kong profits tax has been calculated at 16% (2001: 16%) on the assessable profits generated during the year.
Taxes on profits assessable elsewhere have been calculated at the rates of tax prevailing in the countries in which

the Group operates.

Profit Attributable to Shareholders

The profit of HK$102,547,000 (2001: HK$486,214,000) attributable to shareholders included a profit of
HK$19,323,000 (2001: loss of HK$411,984,000) dealt with in the Company’s own accounts.

Dividends
Group and Company

18-month
Year ended period ended
31 December 2002 31 December 2001
HK$’000 HK$°000
First interim dividend distribution, HK 4 cents per share (2001: HK 15 cents) 62,438 260,178
Second interim dividend distribution, Nil per share (2001: HK 8 cents) n/a 138,751
Special dividend, Nil per share (2001: HK 10 cents) - 173,438
Proposed final dividend distribution, HK 4 cents per share (2001: Nil) 62,438 -
124,876 572,367
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11. Earnings per share

The calculation of basic earnings per share is based on the profit for the year attributable to shareholders of
HK$102,547,000 (2001: HK$486,214,000) and the weighted average of 1,704,448,053 (2001: 1,733,784,078)
shares in issue during the year. As at 31 December 2002, there were 1,560,945,596 shares in issue, following the
completion of the share repurchase offer in October 2002.

The diluted earnings per share for the year is not shown as there was no dilution effect. The diluted earnings per
share for the 18-month period ended 31 December 2001 is based on the profit attributable to shareholders of
HK$486,214,000 and the weighted average of 1,733,784,078 shares in issue during the period plus 136,447 dilutive
shares deemed to have been issued for no consideration in respect of share options outstanding during the period.

12. Goodwill

HKS$’ 000
Cost
At 1 January 2002 and 31 December 2002 610,033
Accumulated amortisation and provision for impairment
At 1 January 2002 and 31 December 2002 610,033
Net book value
At 31 December 2002 -
At 31 December 2001 -
13. Intangible Assets
Publishing Software Assets in
titles costs progress Total
HK$'000 HK$'000 HK$°000 HK$’000
Cost
At 1 January 2002 1,820,000 - - 1,820,000
Additions - 4.250 9,951 14.201
At 31 December 2002 1,820,000 4,250 9,951 1,834,201
Accumulated amortisation
At | January 2002 1,820,000 - - 1,820,000
Provided for during the year - 71 - 71
At 31 December 2002 1,820,000 71 - 1,820,071

Net book value
At 31 December 2002 - 4179 9.951 14,130
At 31 December 2001 - - - R
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14. Fixed Assets

Group
Leasehold Other
Investment land and Assets in fixed
properties buildings progress assets Total

HK$°000 HK$°000 HK$000 HK$000 HK$000

Cost or valuation:

At 1 January 2002 830,000 374,148 36,128 865,345 2,105,621
Additions 1,061 - 35,599 10,879 47,539
Reclassification - (61,940) 61,940 -
Disposals - - (2,141) (30,463) (32,604)
Revaluation deficit (75.061) - - - (75,061)
At 31 December 2002 756,000 374,148 7,646 907,701 2,045,495
Accumulated depreciation:
At 1 January 2002 - 58,714 - 425413 484,127
Provided during the year - 8,125 - 70,800 78,925
Disposals - - - (25,032) (25,032)
At 31 December 2002 - 66,839 - 471,181 538,020
Net book value:
At 31 December 2002 756,000 307,309 7,646 436.520 1,507,475
At 31 December 2001 830,000 315,434 36,128 439,932 1,621,494
Analysis of cost and valuation:
At cost - 2002 - 341,148 7,646 907,701 1,256,495
At valuation - 1990 - 33,000 - - 33,000
- 2002 756,000 - - - 756,000
756,000 374,148 7,646 907,701 2,045,495

Other fixed assets include plant and machinery, computer and office equipment and leasehold improvements.

Certain of the Group’s leasehold land and buildings were revalued in 1990 by Knight Frank Kan & Baillieu, an
independent professional valuer, at HK$33,000,000, being their then open market value based on their existing
use. No subsequent revaluation was carried out as the Group has adopted the exemption provisions of Statement
of Standard Accounting Practice No. 17 “Property, plant and equipment” issued by the Hong Kong Society of
Accountants in 1995, of not making regular revaluations by class of those assets stated at revalued amounts based
on revaluations which were reflected in prior year financial statements. Had such leasehold land and buildings
been carried at cost less accumulated depreciation, the carrying value of such leasehold land and buildings would
have been stated at approximately HK$24,028,000 (2001: HK$24,794,000).

The Group’s investment properties and leasehold land and buildings are held under medium term leases in
Hong Kong.

The investment properties comprise offices, a studio and car parking spaces. The offices situated at (i) 20/F and
21/F and car parking spaces Nos. 21, 22 and 23 on 4th floor of Bank of America Tower at 12 Harcourt Road, Hong
Kong; (ii) the lobby on the Ground Floor, a portion of the canopy on the 1st Floor level and the front portions of the
1st, 2nd and 3rd Floors and 9 advertising board spaces on the external wall, Yue King Building, 26 — 30 Canal
Road West, 1 - 7 Leighton Road and 41 — 47 Morrison Hill Road, Wanchai, Hong Kong and (iii) the Clear Water
Bay TV Studio situated at Clear Water Bay Road, A Kung Wan, Hang Hau, New Territories, were valued by DTZ
Debenham Tie Leung Limited, an independent professional valuer, on an open market value basis based on their
existing use as at 31 December 2002.
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15. Interests in Subsidiaries

Company
31 December 2002 31 December 2001
HK$000 HK$°000
Unlisted shares, at cost - -
Due from subsidiaries 3,187,703 3,285,211
Due to subsidiaries (1,437,781) (864,636)
1,749,922 2,420,575

The amounts due from/to subsidiaries are unsecured, interest-free and have no fixed terms of repayment.

Details of the principal subsidiaries are set out in note 30 to the financial statements.

16. Interests in Associates and a Jointly Ceontrolled Entity

Group
31 December 2002 31 December 2001
HK$’000 HKS$'000
Associates
Share of net assets other than goodwill:
Shares listed overseas 31,485 35,054
Unlisted shares 3,732 3,489
35,217 38,543
Loans advanced 6,658 7,357
41,875 45,900
Market value of listed shares at the balance sheet date 71,166 75,576
Group
31 December 2002 31 December 2001
HK$°000 HK$°000
Jointly controlled entity
Share of net liabilities other than goodwill (20,885) (15,044)
Loans advanced 30,260 26,257
9,375 11,213

The loans advanced to associates and the jointly controlled entity are unsecured, interest-free and have no fixed
terms of repayment.

Details of the principal associates and the jointly controlled entity are set out in note 30 to the financial statemnents.
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17. Long-Term Investment Shares

Group
31 December 2002 31 December 2001
HK$°000 HEK$°000

Listed equity shares, at fair value:
Hong Kong 74,913 96,006
Philippines 2,130 4,000
77,043 100,006
Unlisted equity shares, at fair value 51,480 51,480
128,523 151,486
Market value of listed equity shares 77,043 100,006
18. Inventories

Group
31 December 2002 31 December 2001
HK$’000 HK$°000
Raw materials 16,321 23,807
Work in progress 208 192
Finished goods 26,643 32,982
43,172 56,981

At the balance sheet date, there was no inventory carried at its net realisable value (2001: Nil).

19. Accounts Receivable

The Group allows an average credit period of 7 to 90 days to its trade customers and an ageing analysis of trade
receivables is as follows:

Group
31 December 2002 31 December 2001
Balance Percentage Balance Percentage
HK$’000 % HK$°000 %
0 to 30 days 66,307 38.8 65,746 37.7
31 to 60 days 53,657 314 62,700 36.0
61 to 90 days 36,889 21.6 27,884 16.0
Over 90 days 14,246 8.2 17,987 10.3
Total 171,099 100.0 174,317 100.0
Less: Provision for bad and doubtfu] debts (15,773) (16,079)
155,326 158,238
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20.

Accounts Payable and Accrued Liabilities

Included in accounts payable and accrued liabilities are the following trade payables:

Group
31 December 2002 31 December 2001
Balance Percentage Balance Percentage
HK$’000 % HK$’000 %
0 to 30 days 94,412 77.5 66,192 59.2
31 to 60 days 5,767 4.7 25,819 23.1
61 to 90 days 9,611 7.9 9,175 8.2
Over 90 days 12,089 9.9 10,576 9.5
Total 121,879 100.0 111,762 100.0
21. Interest-Bearing Bank Loan, unsecured
The bank loan will be wholly repayable in the third to fifth years inclusive.
22. Deferred Tax
Group
2002 2001
HK$’000 HK$°000
At beginning of year/period 81,206 75,808
Charge for the year/period (note 8) 1,664 5,718
Disposal of subsidiaries (100) (320)
At end of year/period 82,770 81,206

The principal component of the Group’s deferred tax liability comprises accelerated depreciation allowances.

The revaluation of the Group’s investment properties and the leasehold land and buildings does not constitute a
timing difference and, consequently, the amount of potential deferred tax thereon has not been quantified.

There are no significant potential deferred tax liabilities for which provision has not been made.




23. Employee Retirement Schemes

The Group continues to operate a defined benefit scheme and a defined contribution scheme and aTop-up scheme.
These schemes are exempted recognised occupational retirement schemes under the Mandatory Provident Fund
(**MPF”) Ordinance. The assets of these schemes are held separately from those of the Group in two administered
trust funds. Schemes assets are managed by independent professional investment managers. The Group also

operates a MPF which is a master trust scheme established under trust arrangement.

(a) Defined benefit scheme

The defined benefit scheme is a final salary defined benefit plan.

With effect from 1 January 2002, the Group has adopted SSAP34 whereby pension costs are assessed using the
projected unit credit method. The pension costs are charged to the profit and loss account so as to spread the
regular cost over the service lives of employees. A full valuation based on the projected unit credit method has
been carried out by Watson Wyatt Hong Kong Limited, an independent qualified actuary. and the pension costs
are charged to the profit and loss account in accordance with their advice.

Group
31 December 2002 31 December 2001
HK$’000 HK$°000
Defined benefit plan’s assets 37,858 42,355

The amounts recognised in the balance sheet are determined as follows:

31 December 2002

31 December 2001

HK$’000 HK$'000
Fair value of plan assets 243,711 292,856
Present value of funded obligations (221,246) (250,501)
22,465 42,355
Unrecognised actuarial losses 15,393 -
Asset in the balance sheet 37,858 42,355
The limit of net asset to be recognised is disclosed as follows:
18-month
Year ended Period ended
31 December 2002 31 December 2001
HK$'000 HK$’000
Cumulative unrecognised net actuarial losses 15,393 -
Present value of available future refunds and
reductions in future contributions 22,465 42,355
37,858 42 355
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The amounts recognised in the profit and loss account were as follows:

18-month
Year ended Period ended
31 December 2002 31 December 2001
HX$°000 HK$’000
Current service cost 13,813 26,755
Interest cost 9,412 24,365
Expected return on plan assets (18,728) (47,121)
Total, included in staff costs (note (5)) 4,497 3,999
The actual return on plan assets were a loss of HK$ 27,161,000 (2001 : loss of HKS$82,427,000).
Movement in the asset recognised in the balance sheet:
HK$’000
At 1 July 2000 38,934
Total expenses — as shown above (3,999)
Contributions paid 7,420
At 31 December 2001 and 1 January 2002 42,355
Total expenses — as shown above (4,497)
Contributions paid -
At 31 December 2002 37,858
The principal actuarial assumptions used were as follows:
2002 2001
o % %
Discount rate 4.25 6.25
Expected rate of return on plan assets 7.00 8.00
Expected rate of future salary increases 2.00 5.00

(b) Top-up scheme and MPF
The Group makes regular contributions of 10% of the employees’ monthly basic salaries (subject to a cap of
HK$50,000) to the MPF and Top-up Scheme. Out of the 10% contribution, 5% of the employees’ relevant
income (which is capped at HK$20,000) is made to the MPF Scheme and the balance to the Top-up Scheme.

{(¢) Defined contribution scheme

The contributions to the defined contribution pension scheme are currently at 10-15% of the employees’
monthly salaries.




24. Share Capital

Company
31 December 2002 31 December 2001
HK$’000 HK$°000
Authorised:
5,000,000,000 shares of HK$0.10 each 500,000 500,000
Issued and fully paid:
1,560,945,596 (2001: 1,734,383,996) shares of HK$0.10 each 156,095 173,438

On 3 September 2002, the Company announced a conditional voluntary cash offer to repurchase up to
173,438,400 shares at an offer price of HK$3.6 in cash per share. The proposed offer was approved by an ordinary
resolution passed at the Special General Meeting of the Company held on 11 October 2002. On 28 October 2002,
the Company announced its acceptance of a total of 173,438,400 shares at HK$3.6 per share under the offer for a
total consideration of approximately HK$624,378,000 before expenses.

The Company has a share option scheme (the “Scheme™) which was approved by shareholders on 27 October 1997
(the “Effective Date”) and with amendments to the rules of the Scheme in conformity with the amended Chapter
17 of the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited approved by
shareholders at the annual general meeting held on 29 May 2002.

Under the Scheme, the Board of Directors of the Company may grant options to subscribe for shares of the Company
to any full-time employees or executive directors of the Company or any of its subsidiaries (the “Executives”). No
consideration is required to be paid by the Executives upon acceptance of the options. No option may be exercised
earlier than one year after it has been granted or later than ten years after the Effective Date of the Scheme,
i.e. 27 October 2007.

Movements in the number of share options outstanding during the year and the previous financial period are

as follows:
No. of shares in respect
of options granted
Outstanding at 1 July 2000 18,333,500
Granted during the period 1,045,000
Exercised during the period (1,435,000)
Lapsed during the period (6,063,000)
Outstanding at 31 December 2001 and at | January 2002 (note(a)) 11,880,500

Granted during the year -
Exercised during the year -
Lapsed during the year (1,772,000)
Outstanding at 31 December 2002 (note(a)) 10,108,500
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Note (a)
Share options granted to employees outstanding at the end of the year and the end of the previous financial period

have the following terms:

Exercise price per share

Date of grant Exercisable period HKS$ 2002 2001
02/08/1999 02/08/2000 - 27/10/2007 5.00 1,752,000 2,206,000
11/01/2000 11/01/2001 - 27/10/2007 5.51 1,991,500 2,424,500
20/04/2000 20/04/2001 - 27/10/2007 6.05 5,320,000 6,205,000
28/06/2001 28/06/2002 — 27/10/2007 4.95 1,045,000 1,045,000

10,108,500 11,880,500

No options were granted to Directors of the Company pursuant to the Scheme as at 31 December 2002.
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25. Reserves

Investment Asset Retained
Share Contributed revaluation revaluation Translation profits/
premium surplus reserve reserve reserve (losses) Total
Group HK$°000 HK$’000 HK$’000 HK$’000 HK$'000 HK$'000 HK$’000
At 1 July 2000
As previously stated 1,144,120 1,454,099 93,541 1,503 (30,728) 1,248,623 3,911,158
Effects of adopting
SSAP 30:
Goodwill re-capitalised - 610,033 - - - - 610,033
Accumulated amortisation of

goodwill - - - - - (439,918) (439,918)
Accumulated provision for

impairment in goodwill - - - - - 170,115y (170,115)
Effects of adopting
SSAP29:

Accumulated amortisation of

publishing titles - - - - - (1,820,000) (1,820,000)
Effects of adopting
SSAP 9 (revised) :

Proposed final dividend for the

twelve month period

ended 30 June 2000

declared after the year end - - - - - 259,942 259,942
Effects of adopting
SSAP 34 :

Defined benefit plan’s assets - - - - - 38,934 38,934
As restated 1,144,120 2,064,132 93,541 1,503 (30,728)  (882,534) 2,390,034
Issue of shares 7.155 - - - - - 7,155
Change in fair values of

long-term investment shares - - (31.,497) - - - (31,497)
Revaluation reserve realised

on disposal - - (34,707) - - - (34,707)
Exchange differences on

consolidation - - - - (8,253) - (8,253)
Profit for the period (note 2(b)(iii)) - - - - - 486,214 486,214
2000 final dividend - - - - - (259.942) (259,942)
2001 first interim dividend - - - - - (260,178)  (260,178)
2001 second interim dividend

distribution - (138,751) - - - - (138,751)
2001 special dividend - - - - - (173,438) (173,438)
At 3] December 2001 1,151,275 1,925,381 27,337 1,503 (38,981) (1,089,878) 1,976.637
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Investment Asset Retained
Share Contributed revaluation revaluation Translation profits/
premium surplus reserve reserve reserve (losses) Total
Group HK$’000 HK$’000 HK$°000 HK$’000 HK$000 _HK$000 . _HK$000
(note
(@)@)(i)
At 1 Jannary 2002 1,151,275 1,925,381 27,337 1.503 (38,981) (1,132,233) 1,934,282
Effects of adopting
SSAP 34 :

Defined benefit plan’s assets

(note 3(g)(ii)) - - - - - 42,355 42,355
As restated 1,151,275 1,925,381 27,337 1,503 (38,981) (1,089,878) 1,976,637
Share premium reduction !

(note (a)) (1,105,290) - - - - 1,105,290 -
Repurchase of shares (5,014) (607,034) - - - - (612,048)
Change in fair values of

long- term investment shares - - (23,091) - - - (23,091)
Revaluation reserve

released on disposal - - 6 - - - 6
Exchange differences

on consolidation - - - - (463) - (463)
Profit for the year - - - - - 102,547 102,547
2002 interim dividend distribution - (62,438) - - - - (62.438)
At 31 December 2002

(Note (b)) 40,971 1,255,909 4,252 1.503 (39,444) 117.959 1,381,150
Notes:

(a)  During the year, share premium account was reduced by an amount of HK$1,105,290,000 to enable the Company to eliminate the accumulated

losses which resulted from the amortisation of intangible assets and goodwill on acquisition following the adoption of certain new SSAPs.

(b)  The proposed final dividend distribution of HK$62,438,000 for the vear ended 31 December 2002 is 10 be paid out of the Company s

contributed surplus.




Retained

Share  Contributed profits/
premium surplus (losses) Total
Company HK$’000 HK$’000 HK$’000 HK$’000
At 1 July 2000
As previously stated 1,144,120 2,342,010 252 3,486,382
Effects of adopting SSAP 9 (revised) - - - -
Proposed dividend for 12 month period ended 30 June 2000 - - 259.942 259,942
Dividend income from a subsidiary - - (259,942 (259,942)
As restated 1,144,120 2,342,010 252 3,486,382
Issue of shares 7,155 - - 7,155
Loss for the period - - (411,984) (411,984)
2000 final dividend - - (259.,942) (259,942)
2001 first interim dividend - - (260,178) (260,178)
2001 second interim dividend distribution - (138,751) - (138,751)
2001 special dividend - - (173,438) (173,438)
At 31 December 2001 1,151,275 2,203,259  (1,105,290)  2.249.244
Retained
Share  Contributed profits/
premium surplus (losses) Total
Company HK$°000 HK$’000 HK$’000 HK$°000
At ] January 2002 1,151,275 2,203,259 (1,105,290) 2,249,244
Share premium reduction (1,105,290) - 1,105,290 -
Repurchase of shares (5,014) (607,034) - (612,048)
Profit for the year - - 19,323 19,323
2002 interim dividend distribution - (62,438) - (62,438)
At 31 December 2002 40,971 1,533,787 19.323 1,594,081
Group
(Restated)
31 December 2002 31 December 2001
HK$’000 HK$’'000
Retained profits/(losses) attributable to:
Company and subsidiaries 150,937 (1,065,728)
Associates (7,450) (4,246)
Jointly controlled entity (25,528) (19,904)
117,959 (1,089,878)
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26.

The contributed surplus of the Group represents the excess of the nominal value of the shares of subsidiaries
acquired over the nominal value of the Company’s shares issued in exchange therefor during the Group reorganisation
in 1990.

The contributed surplus of the Company arose as a result of the Group reorganisation in 1990 and represents the
difference between the nominal value of the Company’s shares so allotted and the then consolidated net asset value
of the acquired subsidiaries and associate. Under Bermudan law, the contributed surplus is distributable to
shareholders under certain circumstances.

In addition, the Company’s share premium of HK$40,971,000 (2001: HK$1,151,275,000) can be distributed as
fully paid-up bonus shares or applied towards eliminating the retained losses of the Company.
Operating Lease Commitments

Future aggregate commitments for the forthcoming years under non-cancelable operating leases in respect of land
and buildings at the balance sheet date are set out below:

Group
31 December 2002 31 December 2001
- HK$000 HK$'000
Expiring within one year 59,659 77,711
Expiring in the second to fifth years, inclusive 70,694 126,041
After the fifth year - 111
130,353 203,863

27. Capital Commitments

Group
31 December 2002 31 December 2001
e HK$’000 HK$’000

Capital commitments for property, plant and equipment:

Contracted, but not provided for 16,598 33.661
Authorised, but not contracted for 62,415 66,084
79,013 99,745

28. Future Operating Lease Arrangements

As at 31 December 2002, the Group had future aggregate minimum lease receipts under non-cancellable operating
leases in respect of land and buildings as follows:

Group
31 December 2002 31 December 2001
HK$’000 HKS$’000
Not later than one year 78,692 75,589
Later than one year but not later than five years 18,454 88,472
97,146 164,061




29. Notes to the Consolidated Cash Flow Statement

(a) Reconciliation of profit from operating activities to net cash inflow from operating activities:

(Restated)
18-month
Year ended period ended
31 December 2002 31 December 2001
HK$’000 HK$’000
Profit from operating activities 135,470 617,251
Gain on disposal of long term investment shares - (51.928)
Deficit on revaluation of investment properties 75,061 40.678
Depreciation and amortisation 78,996 130,458
Interest income (4,958) (36,488)
Interest expenses 1,097 1,020
Dividend income from listed investments (2,462) (4,449)
Loss on disposal of fixed assets 646 4,839
Provision for asset impairment - 95,933
Pension costs 4,497 (3,421)
Gain on disposal of investments in associates - (3.216)
Gain on disposal of businesses (25,136) -
Decrease/ (increase) in loans advanced to associates 699 (378)
Increase in loans advanced to jointly controlled entity (4,003) (21,616)
Decrease/ (increase) in inventories 15,916 (1,560)
Decrease in accounts receivable 2,802 100,151
Decrease/ (increase) in prepayments, deposits
and other receivables 4,025 (6.680)
Increase/(decrease) in accounts payable and accrued
liabilities 4,742 (66,176)
Increase/(decrease) in subscriptions in advance 3,410 (927)
Net cash inflow from operations 290,802 793.491
(b} Analysis of changes in financing during the year:
Share capital
(including
Interest-bearing share Contributed
bank loans premium) surpus
HK$’000 HK$’000 HK$°000
Balance at 1 July 2000 5,367 1,317,415 2,064,132
Net cash inflow/(outflow) from financing (5,367) 7,298 -
2001 Second interim dividend distribution - - (138,751)
Balance at 31 December 2001 and 1 January 2002 - 1,324,713 1,925,381
Net cash inflow from financing 310,000 - -
Repurchase of shares - (22,357) (607,034)
2002 Interim dividend distribution - - (62,438)
Share premium reduction - (1,105.290) -
Balance at 31 December 2002 310,000 197,066 1,255,909
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(o))

(c¢) Disposal of businesses:

18-month
Year ended period ended
31 December 2002 31 December 2001
o HK$°000 HK$’000
Net assets disposed of:
Fixed assets 4,620 15,208
Accounts receivable 110 6,211
Taventories 83 102
Prepayment, deposit and other receivables 4,902 4,677
Bank balances and deposits 1,660 9,154
Accounts and other payable (2,900) (6,297)
Taxation (22) (880)
Deferred tax (100) (320)
Minority interest (2,113) -
6,240 27,855
Satisfied by cash 33,384 27,855
Analysis of the net cash inflow in respect of the disposal of businesses
18-month
Year ended period ended
31 December 2002 31 December 2001
HK$’000 HK$’000
Cash consideration 33,384 27,855
Cash and bank balances disposed of (1,660) (9,154)
Net cash inflow in respect of disposal of businesses 31,724 18,701




30. Subsidiaries, Associates and Jointly Controlled Entity

Particulars of the Company’s principal subsidiaries and the Group’s principal associates and a jointly controlied
entity at 31 December 2002 are as follows:

Subsidiaries

Place of
incorporation/ Nominal
registration  value of issued/
and operations registered Proportion held Nature of
Company (Kind of legal entity) share capital Direct Indirect business
Capital Artists Limited Hong Kong Ordinary - 100% Music
HK$44,394,500 publishing
Coastline International The Commonwealth Ordinary - 100% Property
Limited of The Bahamas US$2 holding
Highlight Trading Hong Kong Ordinary - 100% Trading of
(HK) Limited HK$100,000 health products
Lyton Investment The Commonwealth Ordinary - 100% Property
Limited of The Bahamas Uss2 holding
Macheer Properties British Ordinary - 100% Property
Limited Virgin USS$1 holding
Islands
Markland Investments Hong Kong Ordinary - 100% Investment
Limited HK$2 holding
Retailcorp Limited Hong Kong Ordinary - 100% Operation of
HK$2 retail shops
SCMP (1994) Limited Hong Kong Ordinary 100% - Investment
HKS$2 holding
SCMP Book Publishing Hong Kong Ordinary - 100% Book
Limited HK$2,000,000 publishing
SCMP Hearst Publications Hong Kong Ordinary - 70% Magazine
Limited HK$10,000 publishing
SCMP Magazines Hong Kong Ordinary - 100% Provision of
Publishing Limited HK$10,000 pre-press services
SCMP Retailing (HK) Hong Kong Ordinary - 100% Operation of
Limited HK$500,000 retail outlets
SCMP.com Limited Hong Kong Ordinary 100% - Internet-related
HKS$2 businesses
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Place of

incorporation/ Nominal
registration  value of issued/
and operations registered Proportion held Nature of

Company (Kind of legal entity) share capital Direct Indirect business

SCMP.com Holdings British Ordinary 100% - Investment
Limited Virgin US$1 holding

Islands

Shanghai Strongnet Co., The People’s Registered - 97% Recruiting and

Ltd. # Republic of capital human resources
China US$200,000 internet services

(Equity joint-

venture)

South China Morning Hong Kong Ordinary - 100% Newspaper
Post Publishers HKS$201,000,000 and magazine
Limited publishing

South China Morning Singapore Ordinary - 100% Advertising
Post (S) Pte Ltd $§3 agent

Sunny Bright Hong Kong Ordinary - 100% Property
Development Limited HK$2 holding

Sunny Success Hong Kong Ordinary - 100% Property
Development Limited HK$2 holding

Video-Film Hong Kong Ordinary - 83% Video and film
Productions Limited HK$12,050 post-production

West Side Assets British Ordinary - 100% Investment
Limited Virgin USsl1 holding

Islands
Associates
Percentage
Place of of equity
incorporation attributable Nature of

Company and operations to the Group business

Dymocks Franchise Systems (China) Limited # Hong Kong 45% Bookshop

operation

The Post Publishing Public Company Limited # Thailand 20.3% Newspaper

and magazine
publishing

# not audited by PricewaterhouseCoopers Hong Kong or other PricewaterhouseCoopers International member firms




Jointly controlled entity

Percentage

Place of of equity
incorporation attributable Nature of
Company and operations to the Group business
SCMP Haymarket Publishing Limited Hong Kong 51% Magazine

publishing
The above table lists the subsidiaries of the Company, associates and a jointly controlled entity of the Group
which, in the opinion of the Directors, principally affected the results of the period or formed a substantial portion
of the net assets of the Group. To give details of other subsidiaries and associates would, in the opinion of the
Directors, result in particulars of excessive length.

31. Related Party Transactions

Neither the Group nor the Company had any significant related party transactions. Details of the Group’s related
party transactions are disclosed in the Directors’ Report.

32. Approval of the Financial Statements

The financial statements were approved by the Board of Directors on 24 March 2003.
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Operating Results

Year ended

31 December 2002

FIVE YEARS FINANCIAL SUMMARY (FINANCIAL YEAR BASIS - NOTE)

(Restated)
18-month

period ended

31 December 2001

Year ended 30 June
2000 1999 1998

HK$’000 HK$’000 HK$°000 HK$°000 HK$’000

Turnover 1,364,925 2,745,083 1,912,913 1,648,513 2,236,313
Operating profit 135,470 617.251 657,853 205,339 445,072
Share of profits less losses of

associates 4,952 10.200 7,038 (2,792) (4,076)
Share of profits less losses of

a jointly controlled entity (5,624) (15,857) (3.184) (863) -
Profit before tax 134,798 611,594 661,707 201,684 440,996
Tax (28,884) (118.363) (97.927) (60.108) (128.210)
Profit after tax 105,914 493,231 563,780 141,576 312,786
Minority interests (3,367) (7,017) (1,206) (1,220) (2,237)
Profit for the year

attributable to shareholders 102,547 486,214 562,574 140,356 310,549
Dividends 62,438 572,367 519,742 432,750 519,300
Earnings per share

Basic 6.02 cents 28.04 cents 32.49 cents 8.11 cents 17.94 cents

Diluted N/A 28.04 cents 32.47 cents N/A N/A

Assets and Liabilities

As at 31 December

(Restated) As at 30 June
2002 2001 2000 1999 1998
HK$°000 HK$'000 _HK$’000 HKS$’000 HK$’000
Total assets 2,125,872 2,431,422 2,993,317 2,984,871 3,255,721
Total liabilities (588,627) (281,347) (468,922) (428,051) (586.426)
Net assets 1,537,245 2,150,075 2,524,395 2,556,820 2,669,295
Number of shares in issue 1,560,945,596 1,734,383,996  1.732,948,996  1,730,999.,996 1,730,999,996

Note:

The above summaries of operating results and net assets include the resulis of the Company, its subsidiaries, associates and a jointly controlled entity
and the assets and liabilities of the Company and its subsidiaries for the three years ended 30 June 1998 to 2000, for the 18-month period ended

31 December 2001, and jor the year ended 31 December 2002.

The figures for the 18-month period ended 31 December 2001 have been restated pursuant to the adoption of SSAP 34. Figures for the year

ended 30 June 2000 and prior corresponding vears have not been restared as it would involve delay and expenses out of proportion ro the benefit

to shareholders.




FIVE YEARS FINANCIAL SUMMARY (CALENDAR YEAR BASIS - NOTE}

Operating Results

Year ended 31 December

(Restated)
2002 2001 2000 1999 1998
HK$’000 HK$°000 HK$’000 HK$’000 HK$°000
Turnover 1,364,925 1,693,653 2,074,222 1,697,745 1,840,332
Operating profit 135,470 233,620 719,171 327,892 197,136
Share of profits less losses of
associates 4,952 5,556 7,826 4,235 (5,817)
Share of profits less losses of
a jointly controlled entity (5,624) (10,944) (6,677) (2,283) -
Profit before tax 134,798 228,232 720,320 329.844 191,319
Tax (28,884) (57,996) (113.920) (67.288) (84.665)
Profit after tax 105,914 170,236 606,400 262,556 106,654
Minority interests (3,367) (4,559) (3,063) (1,310) (480)
Profit for the year
attributable to shareholders 102,547 165,677 603,337 261,246 106,174
Dividends 62,438 138,751 693,708 519,300 432,750
Earnings per share
Basic 6.02 cents 9.55 cents 34.83 cents 15.09 cents 6.13 cents
Diluted N/A 9.55 cents 34.81 cents N/A N/A
Assets and Liabilities
As at 31 December
(Restated)
2002 2001 2000 1999 1998
HK$°000 HK$’000 HK$’000 HK$°000 HK$’000
Total assets 2,125,872 2,431,422 2,917,337 2,893,565 2,985,665
Total liabilities (588.,627) (281,347) (389.938) (351.611) (418.737)
Net assets 1,537,245 2,150,075 2,527,399 2.541.954 2.566,928
Number of shares in issue 1,560,945,596  1,734,383.996  1.733,082.996 1.730,999.996 _ 1,730.999.996

Note:

Following the change of the accounting period end 10 31 December in 2001, the above summaries of operating results and net assets include the

results of the Company, its subsidiaries, associates and a jointly controlled entity and the assets and liabilities of the Company and its subsidiaries

Jor the five years ended 31 December 2002 are presented to provide comparison on calendar year basis.

The figures for the year ended 31 December 2001 have been restated pursuant 1o the adoption of SSAP 34. Figures for the year ended 31 December

2000 and prior corresponding vears have not been restared us it would involve delay and expenses out of proportion to the benefit to shareholders.
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