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% B £ | Chairman’s Statement I

The Veal‘ 2009 presented one of the most difficult economic environments we have seen

in years. The team at SCMP demonstrated remarkable flexibility and adaptability in an extremely turbulent
business climate, taking swift actions to address the challenges and to protect shareholder value.

During the year, we adjusted rapidly to the economic turmoil by installing a cost containment plan to address
the serious decline in revenues. SCMP also seized the opportunity, through new innovations, to strengthen
our connection to our customers and generate additional revenues. These actions paid off. Despite the
economic turmoil, we ended the year with both positive earnings and cash. We have preserved our financial
position to face the coming challenges and better position SCMP for the future.

While much time and effort has been spent dealing with the economic downturn, we are also making changes
that will enable us to take full advantage of a changed media industry when the economy improves. Moving
forward, we will remain focused on enhancing our core strengths, which includes journalistic excellence, and
will continue to maintain our position as the leading English-language voice of journalism in Asia, especially in
Greater China. At the same time, due to the fast changing nature of our industry, we will be investing in new
technology and capabilities, and bringing an even sharper focus to the way we interact with our customers to
better anticipate and fulfill their needs.

Now in our 107th year of operation, SCMP has witnessed and faced extraordinary challenges in the
past century. Inspired by our proud heritage, the people of SCMP have confronted and overcome many
challenges in 2009. While driving for business results, SCMP has also focused on strengthening its position
as a responsible and trusted member of the local community through its ongoing involvement in addressing
the pressing social issues of the society. The annual Operation Santa Claus campaign raised an impressive
HK$11.8 million and SCMP has been managing its SCMP Homes for Hope project which has already built 980
homes in Sichuan to bring relief to victims of the earthquake.

Our achievements would not have been possible without the passion, energy, responsiveness and support of
every member of the SCMP Group. My sincere appreciation goes to all the SCMP staff for their professionalism
and great dedication in an extremely challenging year.

I would also like to extend a warm round of thanks to my colleagues on the Board for their valuable guidance
and commitment to sustaining a high level of corporate governance.

Finally, with the continuous support of our readers, advertisers and business partners, we are absolutely
committed to creating greater value for our shareholders and to build the long-term success of SCMP Group
for the future.

Dr. David Pang | Chairman

/P Group Annual Report 2009 03
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SCMP Group Limited (SEHK: 00583) is the holding company of South
China Morning Post Publishers Limited and other subsidiaries engaged
primarily in newspaper and magazine publishing. South China Morning
Post, the flagship publication, is the leading English language newspaper
in Hong Kong with a circulation of over 100,000 affluent and influential
readers. SCMP Group also publishes Chinese language editions of
Cosmopolitan, Harper’s Bazaar, CosmoGirl! and InStyle.
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Revenue Yz

Total operating expenses 42482 f 57

Operating profit from principal activities = B v &% B F

Profit attributable to shareholders % 3 JE{5 227
Earnings per share &% & F (HK cents 71Ll)

Dividend per share FFR%A% &, (HK cents #11)

No. of shares outstanding 22 1TAX D & B

Property, plant & equipment 3 + #4252 I 3% 5
Investment properties 1% & 1%

Available-for-sale financial assets AJ it HH & 2 £ R EE
Cash and bank balances 3 & & iR1T& 84

Net current assets i &) & &= F(E

Net assets & F A

2008

HK$ Millions &% 7t
1,045.3

819.0

226.3

172.8

111

8.0
1,560,945,596
502.6

986.1

105.1

272.0

3103

1,910.3
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2009

HK$ Millions &% &
740.7

695.1

45.6

138.2

8.9

1,560,945,596
495.7

1,008.1

201.0

254.1

322.0

2,001.4
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4P fE 45 | Management Report I

2009 has been a year of challenges. The difficult economic Llﬁszé |Revenue
environment in the region, triggered by the severe global
recession has tested the strength of all companies, and the SCMP
Group has been no exception to this rule. Against a backdrop of 2008

exceptionally stable historical levels of performance and market 4% HiAth
dominance, we approached 2009 with a plan for aggressive 0 Others
action to preserve our current position of strength, and prepare - Aot P
ourselves for growth and stability in the future. 15% Magazine pul
o, MEiHiiR
We have implemented measures to mitigate the impact of the 81%
recession on our business in the short term and are initiating the
strategies and infrastructure required to enhance the strength of
our business in the long term.
3% omem
The SCMP Group implemented a cost containment plan and
restructured our operations to be more streamlined, whilst actively 17% %%H_’ﬁ;pu
developing new products and services to strengthen our revenue
e R

base for the future. After weathering through a challenging first
half of the year, we were able to maintain full year profitability
with a profit attributable to shareholders of HK$138.2 million and
operating profit from principal activities of HK$45.6 million. With
the overall Hong Kong economy showing signs of improvement in
the second half of the year, we also began to see a corresponding
positive impact on our business and remain cautiously optimistic
about 2010.

80% Newspaper p

We are committed to driving growth for our business by
proactively innovating and being nimble and flexible in order to
adapt to meet the changing needs of our advertisers and readers.
At the same time, we continue to build upon our foundations
and enhance our core strengths and assets. Our solid history of
journalistic excellence and regional relevance has served the
community of Hong Kong for over a hundred years, building
trust, loyalty and brand equity. Today our role as the trusted,
credible and insightful voice for Hong Kong and the region is more
pertinent than ever.

People remain our most important assets and we have focused
on strengthening our management team in 2009 by hiring
talented senior executives . These include our new Editor-in-Chief
Mr. Reginald Chua (formerly of The Wall Street Journal) and our
Chief Financial Officer Mr. Eric Levin (formerly of HBO). We are
continuing to strengthen our team by investing in our people in
2010 at all levels of the organization.

SCMP Group Annual Report 9 07
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#84#% Bi % | Operating Expenses’
‘T EETEREH Figures exclude depreciation and amortisation

5%
R
A&P

6%
Y&
Rental & utilities

10%
;iﬂmgﬁzk 51%
Other H T AR
production Staff cost

costs

18%
HoAARE B 52
Other opex

10%
i A AK
Newsprint

#8845 B 2 4 | Operating Expenses reduced

819w

HK$819 million
6957 i3t
HK$695 million

2008 2009
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o o
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The impact of the recession on our customers in turn posed a SCMP £ EEFEAHM (Fawt)

challenge to us. 2009 Group revenues of continuing operations SCMP Group Net Profit (in HK$ millions)
decreased to HK$740.7 million in 2009 from HK$1,037.8 million

in 2008. Operating profit from principal activities was HK$45.6
million and profit attributable to shareholders was HK$138.2
million in 2009 down from HK$226.3 million and HK$172.8 million
in 2008 respectively. The variance in operating profit from
principal activities is due to lower revenues, which are partially
offset by the savings from our cost containment programmes.

The market for advertising was down substantially for the first
three quarters of 2009 but began to show signs of recovery in the
fourth quarter. Newspaper revenue, which accounts for 80% of
overall revenue, was down by 31% for the year.

$246 $339 $548 $173 $138
2005 2006 2007 2008 2009

Revenue from the Magazine Division was down 19%. Cosmopolitan
and Harper’s Bazaar continue to be market leading titles in Hong
Kong. However, we took steps to reduce focus on other titles.
Maxim has ceased operations in China and the title Automobile
has been licensed to a third party publisher.

The Group lowered its operating cost base by 15% in 2009. Staff
costs were reduced by 9% and production costs were reduced by
23%. Cash and working capital positions remained strong with a
HK$254.1 million net cash balance at the end of 2009, compared
to HK$272.0 million in 2008. At the end of 2009, we held a debt-
free position with a healthy current ratio of 3.5.

We maintain leadership position in the English language
newspaper sector and the women’s magazine sector with strong
presence in display and classified advertising. Circulation, for
all products, remained stable and the South China Morning Post
brand continues to be highly regarded by both readers and
advertisers.
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Random acid attacks in Hong Kong
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Hong Kong’s most prominent pro-democracy
politician, Martin Lee, was the target of an
assassination plot
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Coverage

In 2009, the South China Morning Post continued to be a market
leader in providing valuable information to its readers, both in
terms of breaking exclusive stories as well as in offering deep
analysis of important issues.

In January, the South China Morning Post ran an expose about how
Thailand’s army was involved in a secret policy of detaining Muslim
Rohingya refugees from Myanmar on a remote island before
towing them out to sea in unpowered boats and abandoning
them. And in May, we broke the news that Hong Kong's most
prominent pro-democracy politician, Martin Lee, was the target of
an assassination plot.

The paper has also provided careful analysis of critical issues, such
as the debate over the Express Rail project. We not only covered
the issue extensively, but also examined the motivations and
societal issues behind the “Post-80s” demonstrators and put the
protests in the context of the history of unrest in the territory.

e e “?:"h-Mm
on an island, then dumped at sea

Hong Kong Press Photographers
Association (HKPPA)

==@earsE
=i

2008 - ZFERR

Publishers in Asia (SOPA)
xcellence, Excellence in Information Graphics
sn Face-Off”, Terry Pontikos

tikos

Throughout a very busy news vyear, the South China Morning
Post maintained a position at the forefront of the region’s most
pressing news and issues, including coverage of such issues
as tensions in Xinjiang, the seizure of a Chinese ship by Somali
pirates, the 60th anniversary of the founding of the People’s
Republic of China, random acid attacks in Hong Kong, and the
property boom in the territory.

Editorial Awards

The South China Morning Post and Sunday Morning Post also
won an impressive haul of media awards in 2009, including an
unprecedented eight top awards and four honourable mentions
in one of Asia’s most prestigious journalism competitions, the
Society of Publishers in Asia Editorial Awards. The SCMP won 16
prizes in the Hong Kong News Awards, 2 in the Annual Human
Rights Press Awards, and 4 from the Society for News Design,
competing against 11,000 entries submitted by 346 newspapers in
43 countries.

P Group Annual Repor

#iii# | Editorial I

2nd runner-up in Spot News - “Focus at the

South - ng Frontline 2008”, Dickson Lee
Diirty secrets of millefaking cpinl | BSBEMEEBHE
:1‘13 = ﬂpﬁ:-.l ZREEFEIRE =2 — [Focus at the Frontline

k=4
% ((FEEXR=#IE) — [Campaign Face-Off| -
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Be A Smart Job Starter
Aand get a head start in
the race for success !

b
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Posh Spots
at the

Abaut Englishtown

Over the past ten years, the South China Morning Post has
maintained a steady circulation around the 100,000 level, with
a low of 92,271 in SARS hit 1H 2003, and a high of 107,080 in
the boom of 1H 2008. Despite the recessionary environment of
2009, the circulation declined at a fairly moderate 1.7% in 1H
2009 to 100,860 from 2H 2008. In response to this, we conducted
aggressive circulation drives including targeted readership
promotions, which resulted in a positive sales response. Hotel
and airline circulation was initially impacted in the first part of
the year, but we saw a significant rebound in the last quarter,
reflecting the strengthening economy.

By contrast to the decline in circulation, combined readership of
the South China Morning Post and Sunday Morning Post including
scmp.com increased from 359,000 in 2008 to 376,000 in 2009
(Nielsen Media Index Year End Report 2009). This growth was
largely attributable to the Sunday Morning Post, which showed a
14% increase in readership from the previous year.

HKEL, .E-’" W

pygmalion P r

LEGENDARY!

«»

EEM..P Infiites -,-du to ROCK with
ROD STEWART!
...-..-In-_ﬂ*'_":i: et

New partnership with Asia Miles
BHTNBEE

The Group continues to manage efficiencies in its purchasing and
production operations. The rollout of a new newsprint inventory
management system drove down the purchasing price and
improved inventory control for newsprint. In addition, during
2009 we actively and successfully sought to optimize print press
capacity, by soliciting contract printing business in the fourth
quarter. This additional source of revenue and other print press
efficiency measures will continue to be one of our key focuses as
we enter 2010.
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South Chi

Display advertising revenue declined by 32% relative to 2008, as
the economic downturn caused advertisers to reduce their spending
in the market. We did, however, see signs of recovery in the fourth
quarter and are actively developing new products to capture higher
market share. We are also expanding our service offerings to
meet the changing needs of our clients. New services like custom
publishing, events & conferences and multimedia marketing
are integrated into the traditional media buy as total marketing
solutions, and have delivered a highly positive client response.

The recruitment industry was severely impacted by the
economic downturn in 2009, which reflected in a decline in
recruitment advertising, as hiring activity in the market slowed.
The increasing strength of online recruitment websites has
also influenced job search behaviour. The Group took proactive
measures to significantly upgrade our recruitment offerings in
20009, in preparation for the 2010 relaunch of our recruitment
wehsite ClassifiedPost.com, with the introduction of world-class

J# 4% | Advertising I

SCMP wine Wine Tasting Event
SCMP wine B

matching technology to provide tighter search capabilities and
improved navigation for recruiters and prospective employees.
We also enhanced our print offerings with a new format for
Classified Post, and the addition of a new, energetic tabloid
career supplement... called fuel, to be launched in 2010.

Notices revenue increased by 14% driven by IPO activities. The
Group maintained its strong market share of 92% in the IPO market.
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Now celebrating its 21st Anniversary, Operation Santa Claus (0SC)
has truly come of age. A joint collaboration between the South
China Morning Post and Radio Television Hong Kong (RTHK),
the fund raising campaign has a special focus on Hong Kong
community based programmes, and has collected over HK$140
million for over 103 Hong Kong charities through the years.
In 2009, OSC raised HK$11.8 million despite the recessionary
environment. 13 charities in six key areas were pre-selected to
benefit from the proceeds.

Children and Young People

0SC focused efforts on the provision of psychosocial and community
support this year to children whose parents suffer from mental
illness. The two beneficiary charities selected were Baptist Oi Kwan
Social Service and the End Child Sexual Abuse Foundation. A total of
HK$1,786,190 was donated.

Community

The aim of OSC this year was to support the improvement, self
confidence and the skills of young people in drug rehabilitation
centres with practical training initiatives. The main beneficiary was
Operation Dawn Limited, and a total of HK$482,522 was allocated.

Elderly

0SC 2009 focused on promoting psychological health and day-to-
day care for the elderly. Two key beneficiaries received a total of
HK$1,445,630; these were Suicide Prevention Services, and Sisters
of the Immaculate Heart of Mary Elderly Home.

%083 K47 | Operation Santa Claus I

Spectacular fundraising activities included
a charity walk (above) and a football
tournament (below).

BENEED - BREZEST (L)
RERBEE (T)

Environment
0SC supported World Wide Fund for Nature Hong Kong with
HK$547,105 for the provision of an education programme on
sustainable marine development for underprivileged children and
their parents.

Medical Issues

Young cancer patients, survivors and their parents were the main
focus for OSC in 2009. A total of HK$2,100,309 was allocated to the
Hong Kong Youth Arts Foundation and Little Life Warrior Society.

Physical and Mental Disabilities

0SC channeled its efforts to five beneficiaries: Autism Partnership
Foundation Limited, Families of SMA (Spinal Muscular Atrophy)
Charitable Trust, The Nesbitt Centre Limited, Po Leung Kuk and
The Intellectually Disabled Education and Advocacy League Limited
(IDEAL). A total of HK$4,201,006 was allocated.

Thanks to our donors

SCMP Group and RTHK owe a huge debt of gratitude for the
generosity of its donors, many of whom have consistently supported
0SC for over 10 years. These include our loyal corporate donors
Swire Pacific, who have been supporting us for 16 years, Morgan
Stanley - 13 years, Five-A-Side Football Tournament - 12 years,
Merrill Lynch Asia Pacific - 12 years and UBS - 10 years. This year
we welcomed the participation from two new major corporate
donors, Hong Kong Sanatorium & Hospital, and Clifford Chance.
Individual donors include a Hong Kong family who have requested
anonymity, but who have regularly donated since 2003. This vyear,
as in previous years, they generously donated HK$1 million.
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May 12, 2008, was a day the world will never forget. A devastating
earthquake swept through China’s Sichuan Province. Within hours
nearly 70,000 people were killed, 400,000 were injured and
millions were homeless.

South China Morning Post responded not just with extensive
coverage, but with a charity initiative to rebuild the homes and
lives of those who survived the devastation. Launched in 2008,
SCMP Homes For Hope charity raised a total of HK$16.1 million.

Rebuilding homes. Rebuilding hope. Rebuilding lives

The efforts were focused on building homes and infrastructure for
villages in desperate need. In Mianzhu county, which includes the
villages of Qingquan, Hongyan and Shaba, nearly every house was
destroyed leaving 2,432 people from 979 families homeless. Here
the focus was on building 980 earthquake resistant homes and
infrastructure for these families. Reconstruction began in March
2009 and was largely completed in December 2009.

The second project was in Ma Jia Xiang, a village in Jiu Zhai Gou.
The population of 507 had already rebuilt the majority of their
homes, but needed basic facilities such as electricity, a proper
water supply and passable roads. Our aim was to restore these
essential services, and normalize life for the villagers. Construction
began in September 2009 and will be completed in August 2010.

T 3 FL 75 ¥ 2 & | SCMP Homes For Hope I

Dr. David Pang, SCMP Non-executive Chairman chats
with a villager
SCMPEREIE R A R FFHITEREEH H L 6

of their new house making plans for the future
Bk R RAG

Thanks to our donors

SCMP Group would like to express our deepest gratitude to donors
and to all our staff and partners who made Homes For Hope
possible. Major donors include the following:

«  The Government of the HKSAR

« Hong Kong Institute of Certified Public Accountants

«  Morning Star Resources Limited

+  Kerry Holdings Limited

«  Aedas Architects

Homes for Hope Committee members:
Sir David Li, Chairman and Chief Executive of The Bank of East
Asia, Limited (Committee Chairman)

« Mr. Allan Zeman, Chairman of Lan Kwai Fong Concepts
Holdings Ltd & Ocean Park

+ Dr. David Pang, SCMP Non-executive Chairman and former
Chief Executive Officer of the Airport Authority

« Mrs. Fanny Law, former Permanent Secretary for Education
and member of the National People’s Congress

+ Ms. Kuok Hui Kwong, Managing Director and Chief Executive
Officer, SCMP Group Limited

+ Mr. Valiant Cheung, former partner at KPMG
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The Group’s leading women'’s titles in Hong Kong, Cosmopolitan,
CosmoGirl! and Harper’s Bazaar, all remain well positioned for
the future. However, we ceased publication of Maxim in China.
Combined, our magazine portfolio saw a 19% reduction in revenue
in 2009 due to the economic downturn.

Cosmopolitan

Cosmopolitan, in a very difficult economic environment, was able
to increase its audited circulation figure by 3%. Cosmopolitan
also reached a milestone in 2009 when it celebrated its 25th
anniversary in Hong Kong with its readers and advertisers.

Harper’s Bazaar

In 2009, Harper’s Bazaar focused on developing a series of
new sponsorship programmes with various prestigious partners
that resulted in an enhanced quality readership and increased
awareness among the luxury audience market.

Kk | Magazines I

Cosmo Big Love ChariTee 2009
—Z T A& Cosmo Big Love ChariTee
ZETH
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CosmoGirl!

CosmoGirl!’s advertising revenue grew in 2009, reflecting the
success of its repositioning strategy to move away from its teen
focus to target young females in their twenties. A readership
survey conducted by Research International in 2009 revealed that
the new CosmoGirl! was received very favorably by readers.

Automobile

Automobile, the longest history car title in the local market,
also celebrated its 30th hirthday in 2009. The company saw an
opportunity in 2009 and outsourced all business activities of
Automobile to Nuovo Grafica Publications Limited for a royalty fee.

InStyle China

In June 2009, the magazine sponsored the Shanghai International
Film Festival Opening Cocktail party in celebration of its first year
of launch. This and other sponsorships have aroused client interest
and positive feedback.
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Non-executive Directors

Dr. David J. Pang

Aged 66, Chairman

(Appointed in December 2007)

Dr. Pang was appointed a Non-executive Director of the Company in
December 2007 and became the Non-executive Chairman in January
2009. He has been a director of Kerry Holdings Limited, a substantial
shareholder of the Company, since 15 March 2007. Dr. Pang
also serves on the board of Visa Inc. (listed on the New York Stock
Exchange). He previously held senior global business management
positions with multinational corporations and taught at universities in
North America and Asia. Dr. Pang served as Chief Executive Officer
of Airport Authority Hong Kong from January 2001 to February 2007
after a successful career with the conglomerate E.I. DuPont, where
he was Corporate Vice President in charge of DuPont worldwide
nonwovens business and Chairman, DuPont Greater China. During his
career with DuPont, Dr. Pang held a number of progressively senior
positions across various DuPont businesses and with responsibilities
spanning the Asia Pacific, North America, Europe and South America
since 1980.

Mr. Roberto V. Ongpin

Aged 73, Deputy Chairman

(Appointed in October 1993)

Mr. Ongpin was appointed as the Deputy Chairman of the Company
in October 1993. He is a Non-executive Director of Shangri-La Asia
Limited, listed on The Stock Exchange of Hong Kong Limited. He is
also the Chairman of Philweb Corporation, ISM Communications
Corporation and Atok-Big Wedge Co., Inc. and Director of San Miguel
Corporation, Petron Corporation and Araneta Properties Inc., all
of which are listed companies on the Philippine Stock Exchange,
Inc. He is also a Director of Forum Energy PLC, a listed company on
the London Stock Exchange. In addition, he is also Chairman of the
following companies: Acentic GmbH, Eastern Telecommunications
Philippines, Inc. (ETPI), Alphaland Corporation and Developing
Countries Investment Corp. He was a director of E2-Capital (Holdings)
Limited (presently known as CIAM Group Limited), listed on The Stock
Exchange of Hong Kong Limited, until June 2008. Prior to 1979,
Mr. Ongpin was the Chairman and Managing Partner of the SGV Group,
the largest accounting and consulting firm in Asia. He was the Minister
of Trade and Industry of the Republic of the Philippines from 1979 to
1986. He has an MBA from Harvard University and is a Certified Public
Accountant (Philippines).

# 367 | Board of Directors I

Tan Sri Dr. Khoo Kay Peng

Aged 71

(Appointed in June 1994)

Tan SriDr. Khoo is the Chairman and Chief Executive of The MUI Group,
which is a business corporation with diversified operations in the Asia
Pacific, the United States of America (“USA”) and the United Kingdom
(“UK"). He is the Chairman and Chief Executive of Malayan United
Industries Berhad and MUl Properties Berhad (both listed in Kuala
Lumpur). Dr. Khoo is also the Chairman of Laura Ashley Holdings
plc (listed in London), Corus Hotels Limited, UK and Morning Star
Resources Limited (listed in Hong Kong). He is also a director of Pan
Malaysian Industries Berhad (listed in Kuala Lumpur) and The Bank of
East Asia, Limited (listed in Hong Kong). Dr. Khoo is a trustee of the
Regent University, Virginia, USA and a board member of Northwest
University, Seattle, USA. He also serves as a Council Member of the
Malaysian-British  Business Council, the Malaysia-China Business
Council and the Asia Business Council.

Mr. Kuok Khoon Ean

Aged 54

(Appointed in October 1993)

Mr. Kuok was appointed Chairman of the Company in January 1998
and became an Executive Director in January 2000 and assumed the
role of Executive Chairman in August 2000 until his re-designation
as Non-executive Director in January 2009. He is a director of Kerry
Group Limited, the ultimate holding company of the Company, and
Kerry Holdings Limited, a substantial shareholder of the Company.
Mr. Kuok is Chairman of Shangri-La Asia Limited (listed in Hong
Kong and Singapore). He is also a director of Shangri-La Hotel
Public Company Limited and The Post Publishing Public Company
Limited (both listed in Thailand), and Wilmar International Limited
(listed in Singapore). Mr. Kuok is also an Independent Non-executive
Director of The Bank of East Asia, Limited (listed in Hong Kong). Heis
a graduate in Economics from Nottingham University, UK. Mr. Kuok
is the brother of Ms. Kuok Hui Kwong, the Managing Director and
Chief Executive Officer of the Company.
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Independent Non-executive Directors

The Hon. Ronald J. Arculli

GBS, CVO, OBE, JP

Aged 71

(Appointed in June 1996)

Mr. Arculliis the Independent Non-executive Chairman of Hong Kong
Exchanges and Clearing Limited (listed in Hong Kong). He was the
Chairman of The Hong Kong Jockey Club from 2002 to August 2006.
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, including West
Kowloon Cultural District Authority and the Honours Committee of
the HKSAR Government. He is currently a Member of the Executive
Council of Hong Kong. Mr. Arculli is an Independent Non-executive
Director of Hang Lung Properties Limited and a Non-executive
Director of HKR International Limited, Hongkong Electric Holdings
Limited, Hutchison Harbour Ring Limited, Sino Hotels (Holdings)
Limited, Sino Land Company Limited and Tsim Sha Tsui Properties
Limited (all listed in Hong Kong). He was an Independent Non-
executive Director of Shanghai Century Acquisition Corporation
(listed on the American Stock Exchange) from October 2005 to May
2008.

Dr. Fred Hu Zu Liu

Aged 47

(Appointed in March 2010)

Dr. Hu is Chairman of Greater China at Goldman Sachs. Before
joining Goldman Sachs in 1997, Dr. Hu was a staff member at the
International Monetary Fund (IMF) in Washington D.C., where he
was engaged in macroeconomic research and policy consultations
for a number of member country governments including China.
Dr. Hu has advised the Chinese government on financial reform,
pension reform and macroeconomic policies, and has worked
closely with China’s leading companies including Bank of China,
Bank of Communications, China Development Bank, ICBC, Ping
An and ZTE on business strategy, capital raising and cross-border
merger and acquisitions. At Goldman Sachs he has led several of
the world’s largest and most significant transactions, and has been
instrumental in building the firm’s franchise in the region. Dr. Hu
is a member of the Strategic Development Committee chaired by
the Chief Executive of Hong Kong Special Administrative Region, a
member of the Advisory Committee for the Hong Kong Securities
and Futures Commission and is also a member of the Asia Pacific
Council of the Nature Conservancy. He also sits on the advisory board
for China Huarong Asset Management Company, Shanghai Pudong

# 367 | Board of Directors I

Development Bank and the Harvard China Fund. Dr. Hu has served
since 1996 as co-director and professor at the National Center for
Economic Research (NCER) at Tsinghua University, where he teaches
a graduate course in international finance and macroeconomics.
Dr. Hu has published widely on economics and financial markets.
He is a member of the editorial board for several academic journals,
including the International Economic Review, and is a columnist
for Caijing, China’s leading financial and business magazine. Dr. Hu
earned an MS in Engineering Science from Tsinghua University and
an MA and PhD in Economics from Harvard University.

Dr. The Hon. Sir David Li Kwok Po

GBM, GBS, OBE, MA Cantab. (Economics & Law), Hon. DSc. (Imperial), Hon.
DBA (Napier), Hon. D.Hum.Litt. (Trinity, USA), Hon. DSocSc (Lingnan), Hon.
LLD (Hong Kong), Hon. LLD (Warwick), Hon. LLD (Cantab), FCA, FCPA,
FCPA (Aust.), FCIB, FHKIB, FBCS, CITP, FCIArb, JP, Officier de L'Ordre de la
Couronne, Grand Officer of the Order of the Star of Italian Solidarity, The
Order of the Rising Sun, Gold Rays with Neck Ribbon, Officier de la Legion
d’Honneur

Aged 71

(Appointed in April 1990)

Sir David is Chairman and Chief Executive of The Bank of East Asig,
Limited (listed in Hong Kong) and a director of numerous other
companies in Hong Kong and overseas. Sir David is a Member of
the Legislative Council of Hong Kong. He is the Chairman of The
Chinese Banks' Association, Limited and the Hong Kong Management
Association. He is also a member of the Banking Advisory Committee
and the Council of the Treasury Markets Association. Sir David is an
independent director of China Overseas Land & Investment Limited,
COSCO Pacific Limited, Guangdong Investment Limited, The Hong Kong
and China Gas Company Limited, The Hongkong and Shanghai Hotels,
Limited, PCCW Limited, San Miguel Brewery Hong Kong Limited and
Vitasoy International Holdings Limited (all listed in Hong Kong). He'is a
director of AFFIN Holdings Berhad and Criteria CaixaCorp, S.A., listed in
Malaysia and Spain, respectively. Sir David was an independent director
of China Merchants China Direct Investments Limited (listed in Hong
Kong) and a director of Dow Jones & Company, Inc. (listed on the New
York Stock Exchange). He was a Member of the Executive Council of
Hong Kong.
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Independent Non-executive Directors (continued)

Mr. Wong Kai Man

BBS, JP

Aged 59

(Appointed in April 2007)

Mr. Wong is an accountant with 32 years of audit, initial public offer
and computer audit experience. He was a member of the Growth
Enterprise Market Listing Committee of The Stock Exchange of Hong
Kong Limited from 1999 to 2003. He retired as an audit partner
from PricewaterhouseCoopers, Hong Kong on 30 June 2005 and is
currently the director of two charity foundations: Victor and William
Fung Foundation Ltd. and Li & Fung (1906) Foundation Limited,
and an Honorary Associate Professor of the School of Business of
the University of Hong Kong. He is currently an Independent Non-
executive Director of China Construction Bank Corporation (listed
in Hong Kong and Shanghai), Shangri-La Asia Limited (listed in
Hong Kong and Singapore) and SUNeVision Holdings Ltd. (listed
in Hong Kong). He is a Non-executive Director of the Securities
and Futures Commission. In addition, he serves in a number of
government committees and the board of certain non-governmental
organisations.  Mr. Wong obtained his Bachelor of Science in
Physics from the University of Hong Kong and Master of Business
Administration from the Chinese University of Hong Kong, and is a
fellow of the Association of Chartered Certified Accountants, United
Kingdom and a fellow of the Hong Kong Institute of Certified Public
Accountants.

Executive Director

Ms. Kuok Hui Kwong

Aged 32, Managing Director and Chief Executive Officer

(Appointed in February 2004)

Ms. Kuok was appointed an Executive Director of SCMP Group
in February 2004 and became the Managing Director and Chief
Executive Officer in January 2009. She is responsible for overseeing
the management of the Group’s businesses and operations. She is
also a board director of The Post Publishing Public Company Limited
(publisher of the Bangkok Post and listed in Thailand). Prior to
joining SCMP Group in October 2003, Ms. Kuok worked as an analyst
in the investment banking unit of JP Morgan. Ms. Kuok received her
undergraduate degree from Harvard University. She is the sister of
Mr. Kuok Khoon Ean, a director of the Company.
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Corporate
Executives

Ms. Kuok Hui Kwong

Managing Director and Chief Executive Officer

Ms. Kuok was appointed as Executive Director of SCMP Group
in February 2004 and became the Managing Director and Chief
Executive Officer in January 2009. She is responsible for overseeing
the management of the Group’s businesses and operations. She is
also a board director of The Post Publishing Public Company Limited
(publisher of the Bangkok Post and listed in Thailand). Prior to joining
SCMP Group in October 2003, Ms. Kuok worked as an analyst in
the investment banking unit of JP Morgan. Ms. Kuok received her
undergraduate degree from Harvard University.

Mr. Eric Levin

Chief Financial Officer

Mr. Levin was appointed as Chief Financial Officer in September 2009,
responsible for the corporate financials, information technology,
corporate administration and content resources. Prior to this
appointment Mr. Levin was the CEO and founder of City On Demand,
and CFO of Home Box Office in U.S.A. Mr. Levin received his Bachelor
of Science degree in Electrical Engineering from the University of
Pennsylvania, and attended the Booth School of Business in Chicago
for his Master of Business Administration degree in Finance and
Economics.

Mr. Reginald Chua

Editor-In-Chief

Mr. Chua joined the SCMP Group in July 2009, responsible for the
editorial direction and newsroom operations as Editor-in-Chief.
He graduated with a Master Degree in Journalism from Columbia
University and a Bachelor Degree in Mathematics from the University
of Chicago. Previously Mr. Chua worked for The Wall Street Journal
for 16 years, in Manila, Hanoi, Hong Kong and later in the New York
office. During the tenure as Editor of the Journal’s Asian edition, the
publication won numerous editorial awards. Mr. Chua also covered
the Philippines for Singapore’s Straits Times, worked at Reuters
in Singapore and was a television and radio journalist at the then-
Singapore Broadcasting Corp.
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The Board of Directors (the “Board”) and Management are committed
to upholding the Group’s obligations to shareholders. We regard the
promotion and protection of shareholders’ interests as one of our
priorities and keys to success.

Over the years, the Group has put in place sound corporate
governance practices to ensure it adheres to the highest ethical and
business standards. The key test of corporate governance practices is
if they align the interests of management with those of shareholders
to adequately protect and promote shareholders’ interests. The Group
constantly reviews these guidelines and policies and implements new
ones to ensure they remain relevant and practical in today’s fast
changing business environment and market expectations.

During the year, the Group’s corporate governance practices have
complied with all the code provisions of the Code on Corporate
Governance Practices (“Stock Exchange Code”) as set out in
Appendix 14 of the Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited (“Listing Rules”). The Group also
adheres to the recommended best practices of the Stock Exchange
Code insofar as they are relevant and practicable.

The Group believes that its current corporate governance practices,
which combine practices which have served the Group well for many
years and new practices set out in the Stock Exchange Code, provide
the Group with a sound and sensible framework for balancing the
business of the Group and the interests of its shareholders. The Group
will continue to evaluate its corporate governance practices in light of
its business needs, regulatory changes and new corporate governance
philosophies.

Set out below are our current framework of governance and
explanations about how the provisions of the Stock Exchange Code
have been applied.

SCMP Group Annual Report 2009
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The Board of Directors

The Board recognises its responsibility to represent the interests of
shareholders. As at the date of this Annual Report, the Board has eight
Directors: an Executive Director and seven Non-executive Directors
(including three Independent Non-executive Directors). Independent
Non-executive Directors represent more than one-third of the Board.

Non-executive Directors:

Dr. David J. Pang (Chairman)

Mr. Roberto V. Ongpin (Deputy Chairman)
Tan Sri Dr. Khoo Kay Peng

Mr. Kuok Khoon Ean

Independent Non-executive Directors:
The Hon. Ronald J. Arculli

Dr. The Hon. Sir David Li Kwok Po

Mr. Wong Kai Man

Executive Director:
Ms. Kuok Hui Kwong (Managing Director and Chief Executive Officer)

The biographies of all the Directors, including their relationships, are
set out on pages 22 to 26 of this Annual Report.

The Board is chaired by the Non-executive Chairman, Dr. David J.
Pang. Ms. Kuok Hui Kwong, Managing Director and Chief Executive
Officer, oversees the management of the Group’s business with the
assistance of the Group’s senior management team.

Each Director brings a wide range and years of business experience
to the Board. The Directors’ combined knowledge, expertise and
experience are extremely valuable in overseeing the Group’s business.

The Board sets the strategic direction and oversees the performance
of the Group’s business and management. The following key matters
must be approved by the Board before decisions are made on behalf
of the Company:

Strategic direction

Budgets

Audited financial statements

Interim and final results

Interim and annual reports

Significant investments

Major acquisitions and disposals

Major financings, borrowings and guarantees
Material contracts

Risk management

In addition, the Board discusses major operating issues, evaluates
opportunities and business risks, and considers corporate
communications and human resources issues. Decisions and conduct
of matters other than those specifically reserved to the Board are
delegated to Management.
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The Board will review the arrangements between the responsibilities
of the Board and the matters delegated to Management from time to
time to ensure that they remain appropriate to the need of the Group
and its business.

Board Proceedings

The Board holds four regular meetings annually, usually quarterly,
and also meets at such other times as are necessary. Agenda of
Board meetings are approved by the Chairman and presented to the
Directors for comments. The Board is provided with adequate, timely
and reliable information about the Group’s business and developments
before each Board meeting at which the Directors actively participate
and hold informed discussions. All Directors are asked to review
and comment on the Board minutes within a reasonable time after
the meetings to maintain accurate records of Board discussions and
decisions.

The number of Board meetings held and meetings attended by each of
the Directors during the year were:

—EThE

HESEHRRXE BITERRE
EE Meetings Meetings held
Directors attended during 2009
ERERH L Dr. David J. Pang* 4 4
Roberto V. Ongpin4t 4 * Mr. Roberto V. Ongpin* 4 4
EEBALEY The Hon. Ronald J. Arculli* 4 4
[ SN[ i Tan Sri Dr. Khoo Kay Peng* 3 4
FEH L+ Ms. Kuok Hui Kwong 4 4
SRFLE S Mr. Kuok Khoon Ean* 4 4
MEE 5‘E$+ (B&E) Mr. Peter Lee Ting Chang® (Note) 2 3
THEBLT Dr. The Hon. Sir David Li Kwok Po* 3 4
ERRLEY Mr. Wong Kai Man* 4 4
* FEHITES *  Non-executive Director
+  BUFHITESR +  Independent Non-executive Director
5T Note:
MEEE4EN —_EZNF+A+HHBEEIYTHAESE - Mr. Peter Lee Ting Chang passed away and ceased to be a director on

17 October 2009.

All the Directors have access to the advice and services of the
Company Secretary to ensure all board procedures are followed.
Before each Board meeting, the Directors update the Board regarding
offices held in public and private companies and organisations. There
are also written procedures for the Directors to obtain independent
professional advice at the Company’s expense.

2RESFHNEARANEZELLRE - NERCKBEMAEE
FERF - GEBREFEERN  EFNEFERHUHEERR
I IN/NCID & EF gﬁﬁﬁ?{%ﬂ‘kﬁZH’*ﬁﬁﬂ# LA - A EE
BFEEESRBEVEEER  ERAARQRN -

EFENCAIVBERFHSFATES (BRBIUFNTES)
REBHITEFHRE TEHE

The Board has also adopted specific procedures for meetings to be
convened among Non-executive Directors including the Independent
Non-executive Directors in the absence of any Executive Director.
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Appointment, Re-election and Removal of Directors

The Board confirms the term of appointment and functions of all Non-
executive Directors and Board Committee members with formal letters
of appointment.

Directors who are appointed to fill vacancies are subject to re-election
at the first annual general meeting of the Company after his or
her appointment. In addition, every Director, including every Non-
executive Director, shall retire from office no later than the third
annual general meeting after he was last elected or re-elected. One-
third of the Directors, be they Executive Directors or Non-executive
Directors, are required to retire by rotation from office at every annual
general meeting under the Company’s Bye-Laws. A retiring Director is
eligible for re-election.

Directors’ Remuneration

The Directors’ fees and all other reimbursements and emoluments
paid or payable to the Directors during the year are set out, on an
individual and named basis, in note 18 to the financial statements of
this Annual Report on page 103.

The remuneration policy of the Group is set out on page 104 of this
Annual Report.

Securities Transactions of Directors and Senior Executives

The Board of Directors had adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (“Model Code”) as set out in
Appendix 10 of the Listing Rules as the Company’s code for securities
transactions by its Directors and senior executives.

All Directors of the Company have confirmed their compliance with
the required standard set out in the Model Code during the year.

Interests in the Company’s shares (including share options) held by the
Directors as at 31 December 2009 are set out in the Directors’ Report
section of this Annual Report on pages 49 to 52.

Independence of Independent Non-executive Directors

The Board has received from each of the Independent Non-executive
Directors a confirmation of his independence according to the
guidelines set out in Rule 3.13 of the Listing Rules.

The Board is of the view that all Independent Non-executive Directors
of the Company are independent and is grateful for the contribution
and independent advice and guidance that they have been giving to
the Board and the Board Committees.
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Other matters relating to the Board

In relation to financial reporting, all Directors acknowledge their
responsibilities for preparing the accounts of the Group.

The Group has appropriate insurance in place to cover the liabilities of
the Directors and senior executives of the Group.

Chairman and Chief Executive Officer

The Board is chaired by the Non-executive Chairman, Dr. David J. Pang.
Ms. Kuok Hui Kwong is the Managing Director and Chief Executive
Officer of the Company. The Non-executive Chairman is responsible for
the management of the Board to ensure that the Board is functioning
properly, whilst the Managing Director and Chief Executive Officer is
responsible for overseeing the management of the Group’s businesses
and operations. Their respective responsibilities are clearly established
and set out in writing.

Board Committees

The Board has established the Audit, Remuneration and Nomination
Committees with mandates to deal with certain corporate governance
aspects of the Group. The remits of these Committees are published
on the Company’s website - www.scmpgroup.com.

From time to time, the Board also establishes other board committees
to deal with specific aspects of its business.

Each Committee is appointed with written terms of reference and each
member of the Committee has a formal letter of appointment setting
out key terms and conditions relating to his appointment.

Each Committee meets as frequently as required by business
developments and the operation of the Group. Committee members
are provided with adequate and timely information before each
meeting or discussion. All Committee members are asked to review
and comment on the minutes of their meetings within a reasonable
time after the meetings.

The procedures and arrangements relating to the meetings of the
Board are applied to meetings of the Board Committees whenever it is
appropriate.



EREEE

BERZEBERN-NAANERYL - B ZEGRERFTHES
T (ZREgXE) EARAERERRAEE GRBIIFNT
%)

é%ﬁ‘ﬁz% LEXERNMUBEE KR FHERESAERIT
®EN  UHMBEEREESRHEBIERES -

ERRBEZIERARBRARTIMELERRAEBEREZR
B NERBEAREMBERMANEZ T AAHIEE I
BEARRNR 2 AEMRINERBEN IR ERR -

BRZESBFTHAMMAEHE  TRAEFERRTE:
ERZBEZAMNKENNERNEZE S - SMNERBE A
BRREBEIFANELREC SR - ERZEEGUAFING
BERMK,/ REEEKEHFEMNEE ZESXFEANBR
TREEEEZRARAFHERE  BHNEAANBETRMHS
H-ZBRIRSFNESSFHEIMARS  EHRZES
Z TYEFR A EARER -

EREZEENFANEBHERZIREREZEGREBLEERZ
REIT

42 4% 74 | Corporate Governance I

Audit Committee

The Audit Committee was established in 1998. Currently, the
members of the Committee are Messrs David Li Kwok Po as
Committee Chairman, Ronald J. Arculli and Wong Kai Man, who are all
Independent Non-executive Directors.

The Committee members have professional qualifications and
experience in financial matters that enable the Committee to exercise
its powers effectively and provide the Board with independent views
and recommendations in relation to financial matters.

The principal roles of the Audit Committee are to ensure that the
Company has formal and transparent arrangements for considering
matters relating to the Group’s financial reporting and internal
controls and for maintaining an appropriate relationship with the
Company’s internal and external auditors.

The duties of the Audit Committee, as set out in its terms of reference,
adhere to the code provisions of the Stock Exchange Code.

The Audit Committee holds two regular meetings annually and also
meets at such other times as are necessary. Any Audit Committee
member may convene a meeting of the Committee. The external
auditor may also request the Committee Chairman to convene a
meeting of the Audit Committee. The Audit Committee may invite
the external auditor and/or members of Management to attend any
of the meetings. Special meetings may be called at the discretion
of the Committee Chairman or at the request of Management to
review significant internal control or financial issues. The Committee
Chairman reports to the Board at least twice a year on the
Committee’s activities and highlights any significant issues.

The number of meetings of the Audit Committee held and attended by
each of the Audit Committee members during the year were:

“EBAEF

HESHRRS ETEHRRE

EE Meetings Meetings held

Directors attended during 2009

TEHEELT (KD Dr. The Hon. Sir David Li Kwok Po (Note 1) 2 2

EEBELE The Hon. Ronald J. Arculli - 2

FMES LA (KMiFE2) Mr. Peter Lee Ting Chang (Note 2) p)

=RRLTAE Mr. Wong Kai Man >
et Notes:

TEEBTREEAZARER  A-TTAS/\A - TmARE
o

—_

ZAFTATLABEY THAZEGKE -
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1. Dr. The Hon. Sir David Li Kwok Po was appointed the Committee Chairman
with effect from 24 August 2009.

2. Mr. Peter Lee Ting Chang passed away and ceased to be a committee
member on 17 October 2009.
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Key matters reviewed by the Audit Committee during the year were:

«  Audited financial statements

«  Final and interim results

«  Report from the external auditor on the audit of the Group’s
accounts

«  Re-appointment of the external auditor

«  External auditor’s audit service plan

« Internal control report

«  Internal audit report

«  Compliance report

«  Malpractice report

« Information technology work plan report

« Amendments to terms of reference to the Audit Committee

During the year, the Board has not taken any view that is different
from that of the Audit Committee nor rejected any recommendation
presented by the Audit Committee.

Remuneration Committee

The Remuneration Committee was established in 2000. A majority
of its current members are Independent Non-executive Directors.
Currently, the members of the Committee are Messrs Wong Kai Man as
Committee Chairman, Ronald J. Arculli and Kuok Khoon Ean.

The Committee determines the remuneration packages of Executive
Director(s) and senior management of the Group. The Committee also
gives recommendations to the Board on the remuneration of Non-
executive Directors. The Committee reviews human resources policies
of the Group, including retirement benefits and share options under
the Company’s Share Option Scheme.

The duties of the Remuneration Committee, as set out in its terms of
reference, adhere to the code provisions of the Stock Exchange Code.

The Committee meets once a year and at such other time as is
necessary. Any Committee member may convene a meeting of the
Remuneration Committee.

SCMP Group Annual Report 2009
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The number of meetings of the Remuneration Committee held and
attended by each of the Remuneration Committee members during
the year were:
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Directors attended during 2009
FRIRGAE (FsED) Mr. Wong Kai Man (Note 1) - -
EEBLA The Hon. Ronald J. Arculli 1 1
PR E Mr. Kuok Khoon Ean 1 1
MESLE (MiFE2) Mr. Peter Lee Ting Chang (Note 2) 1 1
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Notes:
1. Mr. Wong Kai Man was appointed as a committee member and the
Committee Chairman with effect from 11 December 2009.

2. Mr. Peter Lee Ting Chang passed away and ceased to be a committee
member and the Committee Chairman on 17 October 2009.

Key matters reviewed by the Remuneration Committee during the year
were:

Group’s remuneration policy
Remuneration policy of Managing Director and Chief Executive
Officer and senior management
Remuneration package of Managing Director and Chief Executive
Officer and senior management

«  Remuneration of Non-executive Directors

«  Performance and membership of the Group’s retirement plans

«  Group’s remuneration, competitiveness and human resources
initiatives

Nomination Committee

The Nomination Committee was established in 2005. A majority of its
current members are Independent Non-executive Directors. Currently,
the members of the Committee are Messrs Ronald J. Arculli as
Committee Chairman, David J. Pang and Wong Kai Man.

Prior to the establishment of the Nomination Committee, the Board
was responsible for agreeing to the appointment of its members
and nominating them for election and re-election by the Company’s
shareholders.

The remit of the Nomination Committee is to identify candidates
for appointment to the Board and to review the size, structure and
composition of the Board. Before an appointment is made, the
Nomination Committee evaluates the balance of skills, knowledge and
experience on the Board and, in the light of this evaluation, prepares
a description of the role and capabilities required for a particular
appointment. If deemed appropriate, external consultants may be
used to identify suitable candidates.

35



I 42£4% 1R | Corporate Governance

36

RAEE
E P

SRESEMEI 2B NEBIMTAZEER

c REGEMRKE

REZEENFNEHEBRCREMSEEERKELFRE®
KB -

The duties of the Nomination Committee, as set out in its terms of
reference, adhere to the recommended best practices of the Stock
Exchange Code.

The Nomination Committee meets at such time as the Committee
Chairman shall require. Any Committee member may convene a
meeting of the Nomination Committee.

The number of meetings of the Nomination Committee held and
attended by each of the Nomination Committee members during the
year were:

—EThE

HESEXE BITEERE

EE Meeting Meeting held
Directors attended during 2009
BEEBEE (KIFED The Hon. Ronald J. Arculli (Note 1) 1 1
MES LA (KiFE2) Mr. Peter Lee Ting Chang (Note 2) 1 1
TEFREL Dr. David J. Pang 1 1

BERERELE (H5E3)

Mr. Wong Kai Man (Note 3)
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Notes:
1. The Hon. Ronald J. Arculli was appointed the Committee Chairman with
effect from 11 December 2009.

2. Mr. Peter Lee Ting Chang passed away and ceased to be a committee
member and the Committee Chairman on 17 October 2009.

3. Mr. Wong Kai Man was appointed as a committee member with effect
from 11 December 2009.

During the year, the Nomination Committee reviewed the size,
structure and composition of the Board and made recommendations
to the Board on the appointment of new director and re-election of
retiring directors of the Company.

Executive Committee

The Executive Committee is chaired by the Managing Director and
Chief Executive Officer and composed of senior executives of the
Group and heads of the Group’s divisions. Meetings are held regularly
to:

. Ensure business activities are coordinated and profitable

. Evaluate business and operating risks

«  Review and propose strategic plans to achieve long-term growth
and profitability

. Discuss major operating issues

. Review and approve major expenditures

. Approve partnerships, ventures and significant disposal of assets
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Internal Controls

The Group has estahlished internal controls in all material aspects
of its business including financial, operational, compliance and risk
management functions. These internal controls are intended to
safeguard the shareholders’ investments and the Group’s assets.
To the extent relevant, the Group’s internal control framework uses
aspects from the United Kingdom’s Turnbull Guidance and the internal
control and risk management framework proposed by the Hong Kong
Institute of Certified Public Accountants. A checklist, based on the
checklist proposed by the United Kingdom’s Turnbull Guidance, has
been drawn up by the Company to assist the Directors in their review
of the Group’s internal control system.

The responsibilities for maintaining the Group’s internal controls
are divided between the Board and Management. The Board is
responsible for setting and reviewing internal control policies to
monitor the Group’s internal control systems. The Board delegates
the implementation of these policies to Management. Management is
responsible for identifying and evaluating the risks faced by the Group
and for designing, operating and monitoring an effective internal
control system which implements the policies adopted by the Board.

The Company established an internal audit function in 2005. Audit
plans, risk assessments and regular internal audit reports are
presented to and reviewed by the Audit Committee and the Board of
Directors.

The Board acknowledges that it is responsible for the Group’s systems
of internal control and for reviewing its effectiveness. Preliminary
reviews of the Group’s financial controls, internal control and risk
management systems prior to formal reviews by the Board have
been delegated to the Audit Committee in accordance with its terms
of reference. The Audit Committee reviews the Group’s financial
controls, internal control and risk management systems at its regular
Audit Committee meetings. It should be noted, however, that while a
sound and well-designed system of internal control helps to provide
reasonable safeguards to assist the Group in achieving its business
objectives, the system itself cannot provide protection with certainty
against the Group failing to meet its business objectives or against
all material errors, losses, fraud or breaches of laws or regulations.
For this reason, the Board’s review of the internal controls should not
be treated as an absolute assurance that one of the risks mentioned
above would not materialise.

The Board reviewed the effectiveness of the Group’s material
controls, including financial, operational and compliance controls
and risk management functions as well as the adequacy of resources,
qualifications and experience of staff of its accounting and financial
reporting function and their training programmes and budget during
the year and considered the Group’s system of internal controls to be
effective.
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External Auditor
PricewaterhouseCoopers was first appointed as the Group’s external
auditor in 2001.

During the year, PricewaterhouseCoopers provided the following audit
and non-audit services to the Group:

ZEThE —ET)NF

BRETT BT T

2009 2008

HK$’000 HK$'000

INEEAZ External audit 2,509 2,957
%R Tax services 387 417
H b R AR 7% Other advisory services 239 509
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PricewaterhouseCoopers will retire and offer themselves for
re-appointment at the annual general meeting of the Company to be
held in May 2010.

A statement by PricewaterhouseCoopers about their reporting
responsibilities on the financial statements of the Group is set out in
the Independent Auditor’s Report section of this Annual Report on
pages 60 to 61.

Code of Conduct

We pride ourselves on our integrity and ethical standards. Our
reputation is a priceless business asset and fundamentally depends
on the fair and honest practices of all employees. We have adopted
a Company Code of Conduct (“Code of Conduct”) to ensure that all
Directors, managers and employees act with integrity. Employees
are expected to share the responsibility of maintaining the Group’s
reputation and their own by performing their duties with objectivity,
accuracy, fairness, and by strict compliance with all relevant laws of
any applicable jurisdiction and the Code of Conduct. Journalists are
also expected to comply with the Hong Kong Journalists Association’s
Code of Ethics.

The Group has adopted a Protocol on Malpractice Reporting and
Investigation which sets out specific procedures facilitating whistle-
blowing reports and investigation thereof.
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Shareholder Relations & Shareholders’ Rights

All of the Company’s shares are ordinary shares carrying equal voting
rights. As at the date of this Annual Report, sufficient shares of the
Company were on public float as required by the Listing Rules.

The Board and Management recognise their responsibility to look
after the interests of the shareholders of the Company. Shareholder
relations play an integral part in corporate governance. The Group
keeps shareholders informed of its performance, operations and
significant business developments by adopting a transparent and
timely corporate disclosure policy which complies with the Listing
Rules and provides all shareholders equal access to such information.

We report on financial and operating performance to shareholders
twice each year through annual and interim reports. We give
shareholders the opportunity to raise concerns or propose
recommendations to the Board at the Company’s annual general
meetings. A representative of the Company’s external auditor is
requested to attend the annual general meetings to answer questions
about the external audit and the audit report. Shareholders may visit
our website www.scmpgroup.com for up-to-date financial and other
information about the Group and its activities.

The Legal and Corporate Secretarial Department and Corporate
Communications Department respond to enquiries from shareholders
and other interested parties throughout the year. They also present
to the Board any enquiry addressed to the Board by any shareholder.
Their contact details are set out in the Corporate Information
section of this Annual Report on page 126 and our website
WWW.SCMPgroup.com.

The Company promotes fair disclosure of information to all investors
and care is taken to ensure that analyst briefings and other disclosures
made by the Company comply with the Listing Rules’ prohibition
against selective disclosure of price sensitive information. In addition
to statutory reporting obligations, the Group provides timely
information about corporate affairs by issuing press releases through
the Corporate Communications Department.

From 1990 to 2009, all annual and special general meetings of
shareholders held by the Company were attended by the then
incumbent chairman of the Board.

Shareholders have specific rights to convene special general meetings
under the Company’s Bye-Laws. A shareholder or shareholders
holding not less than one-tenth of the Company’s shares may require
the Directors to convene a special general meeting of the Company by
depositing a signed requisition at the registered office of the Company
stating the purpose of the meeting. Up to the date of this Annual
Report, no shareholder has requested the Company to convene a
special general meeting.
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Any shareholders representing not less than one-twentieth of the
total voting rights of all the shareholders having the right to vote at
a general meeting or not less than one hundred shareholders may,
by a written requisition given to the Company not less than six weeks
(in case of a requisition requiring notice of a resolution) or one week
(in case of any other requisition) before the general meeting, move a
resolution at the general meeting.

The Company held an annual general meeting in May 2009, during
which matters including the payment of final dividend, re-election
of retiring Directors, authorisation of the Board to fix Directors’ fee,
re-appointment of external auditor, and grant of a general mandate
for the issuance and repurchase of Company shares by the Group
were presented for shareholders’ approval. During the annual
general meeting, details of the poll voting procedures and the rights
of shareholders to demand a poll were set out in the circular to
shareholders and read out at the meeting. All proposed resolutions
were voted by poll and approved by the shareholders present at the
meeting. The results of the shareholders’ votes were published on the
website of the Hong Kong Exchanges and Clearing Limited and the
Company’s website.

The Company’s next annual general meeting will be held on 24 May
2010 at Island Ballroom A, Level 5, Island Shangri-La Hotel, Pacific
Place, Supreme Court Road, Hong Kong.
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Operating Results of the Group
The Group’s consolidated operating results for the years ended
31 December 2009 and 2008 were as follows:

BE+-A=+—HLEE

For the year ended 31 December

(B &L - HREEFIN) —EThAE —ET)N\F EFHHEDLL
(HK$ millions, except per share amounts) 2009 2008 % Change
F54E#E B ¥ continuing operations:

Iz &2 Revenue 740.7 1,037.8 (29)
B TN Staff costs (323.6) (355.4) 9)
H EE RN Production costs (126.7) (164.9) (23)
FH% K& Rental and utilities (37.8) (41.2) (8)
&4 & 5 & Advertising and promotions (34.9) (38.0) (8)
H 4L B Other operating expenses (115.3) (156.9) @7
RETHT 8 R 68 2 48 & AR

Operating costs before depreciation and amortisation (638.3) (756.4) (16)
HTE N #E45 Depreciation and amortisation (56.8) (53.8) 6
FE X ZEZ =T operating profit from principal activities 45.6 227.6 (80)
E AU A Other income 4.7 5.7 18)
WEWMELNFERE /(FB)

Fair value gain/(loss) on investment properties 134.9 (81.2) *
#ZZ &%) operating profit 185.2 152.1 22
SEABULA Net interest income 11 2.2 (50)
FE(EEE 2 AT (E538) /B Share of (losses)/profits of associates (3.4) 1.2 *
WEMENFEEZE 2 EETRE

Deferred tax on fair value changes of investment properties (22.3) 13.4 *
478 Taxation (12.5) (35.0) (64)
FEEZSEBERET profit from continuing operations 148.1 133.9 1
B #2 1L #8 & % ¥ Discontinued operations:

B4R | F S S 7 B R Net gain from discontinued operations - 51.4 (100)
2E BT profit for the year 148.1 185.3 (20)
DB SR AEZS Minority interests 9.9) (12.5) 1)
B RFE(L B T Profit attributable to shareholders 138.2 172.8 (20)
SR% R F) (#4l) Earnings per share (HK cents) 8.9 11.1 (20)

o FRNIEI R A EEB100%

FRRREGEEFTBR0%EI82AB BT - NEBEKNE
RAREHEE AR EREAMBATEE RENFIRENR
E o 2FWERE20NETA0.7TEEB T TEEBH ZKEATF|
THS0%ZE45.6 B BHEIL  TEHREESWSEE TG -

SCMP Group Annual Report 2009

* Represents an increase/decrease in excess of 100%

Profit attributable to shareholders for the year dropped 20% to
$138.2 million. Our businesses were affected by the downturn in
local economy for most of the year which started to improve in the
fourth quarter. Revenue for the full year went down 29% to $740.7
million and operating profit from principal activities dropped 80% to
$45.6 million mainly due to significant drop in newspaper advertising
revenues.

=
B

41



I S P B 4 Mt | Management Discussion and Analysis

42

Wzs

BE_ZZNFR-ZZNEFT-_A=+—BLLFE  REH

DRI M EBERE L FAWEMT

Revenue

The consolidated revenue for the years ended 31 December 2009 and
2008 by business segment and for the Group were as follows:

(B&Z%T) ZEENE —ETN\F EHH DL
(HK$ millions) 2009 2008 % Change
= H AR Newspaper publishing 590.5 851.3 (31)
bR Magazine publishing 125.6 154.5 (19)
Y% Property 24.4 27.5 (11)
E 5 R & E A Book publishing and others 0.2 45 (96)
FHE IR S S TSI 25 Total revenue from continuing operations 740.7 1,037.8 (29)

RERARFAX
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Operating Costs and Expenses

Operating costs and expenses for the years ended 31 December 2009
and 2008 were as follows:

(BE%T) ZEThE ZETNF HEEOL
(HK$ millions) 2009 2008 % Change
F5EIEZE %5 continuing operations

B TR Staff costs 323.6 355.4 )
A EERKZN Production costs 126.7 164.9 (23)
& K& Rental and utilities 37.8 41.2 (8)
&% N5 1& Advertising and promotions 34.9 38.0 (8)
H £ 2B Other operating expenses 115.3 156.9 27)
HTE M55 Depreciation and amortisation 56.8 53.8 6
4Rk AN I I 7 4258 Total operating costs and expenses 695.1 810.2 14)

BIRAR A o%s31.8E &EBF T £ BHMRICALBE LRI
REFL - AREEREFEZOCEBREIRATF - FAFH
BIAEREFRIRY EAAFFHEERE TR L EEE
HARER - EEKA TK23%538.2B BB T  FREF /K45
RZHEK T FHR ARG AME671ZE T EH6%E F AME7I2E
UL BREEARETH30%mMEE - BFHKsm 2 FEAEH
FIBEATAMNSISET - HREEEBRISEHLIK AR -
Hi i ERY TRBEAFRD -
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Staff costs decreased 9% or $31.8 million mainly due to lower bonus
provision and lower salary costs. Average headcount for the year
decreased 12% as compared to last year owing to the disposal or
suspension of non-core businesses and staff retrenchment exercises.
Production costs decreased 23% or $38.2 million resulting from
lower newsprint consumption and the suspension of book publishing
business last year. Average 45gsm newsprint cost for the year rose
6% from US$671 to US$712 per metric ton, which was fully offset by a
30% reduction in usage. The latest market price of 45gsm newsprint
is US$515 per metric ton. Other operating expenses were generally
lower than last year as a result of various cost saving initiatives driven
by management.
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EBITDA and Operating profit

Earnings before interest, tax, depreciation and amortisation (EBITDA)
and operating profit from principal activities for the years ended
31 December 2009 and 2008 by business segment and for the Group
were as follows:

HEZEBZEERFIZEAM

Contribution to

HEBITDAZ BB operating profit
Contribution to EBITDA from principal activities
(&%) ZETHAE —TT)\F EFEHHL ZBBAE —TT)\F EFHILL
(HK$ millions) 2009 2008 % Change 2009 2008 % Change
# = H1 A Newspaper publishing 74.8 2347 (68) 21.2 182.4 (88)
bR Magazine publishing 8.5 24.6 (65) 7.1 23.1 (69)
% Property 18.1 22.6 (20) 16.3 22.6 (28)
EF AR & E b Book publishing and others 1.0 (0.5) * 1.0 (0.5) *
T F e CE
Total from continuing operations 102.4 281.4 (64) 45.6 227.6 (80)
* RN E100% * Represents an increase in excess of 100%
EBoBzMBOE Financial Review by Business
BREHR Newspaper Publishing
8EFE+_A=1+—HLEE
For the year ended 31 December
(&%) —EThE —ZETENF =R g
(HKS millions) 2009 2008 % Change
Iz Revenue 590.5 851.3 31
RETFE - B8 - Jr&E R 8E 2 25| EBITDA 74.8 234.7 (68)
FEEFE 2 &KL BN Operating profit from principal activities 21.2 182.4 (88)
5 B3 {53 23 ] Net profit attributable to shareholders 20.9 164.3 (87)
REFFLE -~ BIE - 8 #8212 PR 252 EBITDA margin 13% 28%
FBER 7 &L 2B EFIZE operating margin from principal activities 4% 21%

ARNEERSMERESEHE TS WE TH31%E590.588
I e

ERKERPEHAEEEEEHEMLE - AEESHERK
HERYTH - 2FEREZFHMATR - BREESUES T -
BEWE EF14% TEHTHEFRE 2 HERXAHABREE M
T _TTNFLEBORERRAHABRES  WAAE+=
Ah43R - BEF W= 280% °
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Revenue dropped 31% to $590.5 million due to decline in advertising
sales as a result of the soft economy.

The weakness in Hong Kong’s economy has been challenging for our
advertising business. Display advertising volume and yield dropped.
Recruitment activity remained quiet throughout the year and
recruitment advertising revenue dropped. Notices revenue increased
14%, mainly driven by strong IPO activities in the second half of
the year. A total of 60 IPOs were raised in 2009 with 43 raised in
September to December which accounted for 80% of the full year
revenue.
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Based on the un-audited circulation figures for the second half of the
year, average circulation of South China Morning Post and Sunday
Morning Post dropped 1% and 8% respectively when compared to
same period last year. The swine flu in Hong Kong caused short term
impact on circulation in the hospitality segment in particular.
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For the year ended 31 December

(B&E%T) —EThE —ETN\F EFHHEDLL
(HKS millions) 2009 2008 % Change
I %% Revenue 125.6 154.5 19)
KRetF B ~ BB - FTE RS BT EBITDA 8.5 24.6 (65)
T BE 2 &4 B Operating profit from principal activities 7.1 23.1 (69)
A% B RS (5518 ), B 7 Net (loss)/profit attributable to shareholders (8.9) 2.1 *

KB E100%
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* Represents a decrease in excess of 100%

Magazine division recorded a net loss of $8.9 million in 2009, mainly
due to continued investment on the China titles and lower advertising
revenues resulting from the downturn in local economy. While
advertising sales of all titles were affected by the financial crisis, the
women’s titles in Hong Kong continued to be profitable.
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For the year ended 31 December

(B&E%T) ZEThE —ZEEINF EFHHEDLL
(HK$ millions) 2009 2008 % Change
W3S Revenue 24.4 27.5 1)
KREtF B ~ BIE - FTE R B 5] EBITDA 18.1 22.6 (20)
F B 2 48 & 2| Operating profit from principal activities 16.3 22.6 (28)
AR FEMSFE T (E538) Net profit/(loss) attributable to shareholders 126.7 (44.6) *

* RNIEE 8100%

AEEZFRANBE_ZFTAFzEHKE (FIBRELTTHEE)
IR/BEEEL MZETN\FRIAEHBETSEESIL £
DEBIEERNNTY®  FEZHR ST N\F2MERI75% T
AE165%MEATTERE - UE—EVESHRHIR ST N\F
+TAEMEEEERAR -

mEE &R EERE

AERRBESZ TERRRHREBZEFERLRE - 1
THAREBZBITMERT - RZETNER-FTNET
ZAZ+—A AREZHBRROT

*  Represents an increase in excess of 100%

Net profit included a revaluation gain (net of deferred tax) of $112.7
million in 2009 while there was a revaluation loss of $67.8 million in
2008. Operating profit from principal activities dropped mainly due to
a tax credit in 2008 resulting from the change of tax rate from 17.5%
to 16.5% and a property which has been occupied for own use since
the lease expired in October 2008.

Liquidity and Capital Resources

The Group’s main source of liquidity is recurring cash flows from
the publishing business which is supplemented from time to time by
banking facilities. The Group’s financial position as at 31 December
2009 and 2008 were as follows:

—ETAE —ET)N\F
(B&EET) +=A=+—H +=—A=+—~H FEH DL
(HKS millions) 31 December 2009 31 December 2008 % Change
& MIRe % Cash and cash equivalents 254.1 272.0 )
%8 & & Shareholders’ funds 2,091.4 1,910.3 9
Hh SR Ratios:
EEBELE Gearing - i
SRENEL R Current ratio 3.5 2.5

AEERBAZRERREFEAIZNETLAT  AEETES
RINEFTE KB E R

RZBEANF+_RA=+—H rEEZEEEFELEXRE -
MBEERRPAME L ERILMME -

AEBEYNEFRR AN ARRERERBLEE
REEEZHERINFERMGEZESR  RABNZEESR
2 FAZEAAXRRNRE -
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The Group’s cash and cash equivalents are held predominantly in Hong
Kong dollars and the Group has no significant exposure to foreign
exchange fluctuations.

The Group had no gearing as at 31 December 2009. The ratio of
current assets to current liabilities was 3.5 times.

The Group managed to maintain a very strong cash position and
expects its cash and cash equivalents, cash generated from operations
and funds available from external sources to be adequate to meet its
working capital requirements, to finance planned capital expenditures
and to pay dividends.
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Operating Activities

The newspaper publishing business was the major source of the
Group’s cash flow from operating activities. Net cash generated from
operating activities for the year was $70.7 million compared with
$252.2 million for last year. The lower cash inflow was caused by the
drop in advertising income.

Investment Activities

Net cash outflow from investing activities for the year was $48.4
million compared with an inflow of $41.1 million for 2008. The major
cash outflow items for 2009 include investments in corporate bonds of
$23.7 million and capital expenditure of $33.9 million, which was spent
mainly on the office relocation project during the year. In 2008, the
Group has disposed of its interests in music publishing and video and
film post-production businesses and realised cash proceeds of $51.4
million.

Financing Activities

Net cash used in financing activities for the year was $40.2 million,
of which $31.2 million was for the payment of the 2008 final dividend
to the Company’s shareholders and $9.0 million to a minority
shareholder.

Outlook

The year 2010 is starting with continued uncertainty and we cannot
predict when and to what degree the economy will fully recover.
However, we continue to be focused on driving our business
forward, both by exploring new business opportunities as well as
by strengthening our core news media business. Relationships with
our clients - both readers and advertisers - remain of paramount
importance and we will continue to focus on deepening those ties. We
consistently seek ways to drive deeper engagement with our audience
through ongoing enhancements to our products, as well as new
avenues for distributing our content to meet the evolving habits of our
readers. At the same time we are also evaluating additional products
to continue to deliver increased value and service to our audience.
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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 2009.

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 digital publications. The Group was
also involved in property investment.

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

Major suppliers and customers

During the year, whilst the Group purchased more than 30% of
its goods from its five largest suppliers, sales to the five largest
customers accounted for less than 30% of the total sales for the year.

The percentages of purchases and sales for the year attributable to
the Group’s major suppliers and customers are as follows:

Purchase
- the largest supplier 28.97%
- five largest suppliers combined 65.42%
Sales
- the largest customer 4.45%
- five largest customers combined 18.49%

Silchester International Investors International Value Equity Trust, a
shareholder who owned more than 5% of the Company’s share capital
as at 31 December 2009, informed the Company that during the year,
it held less than 5% interest in a related company of one of the five
largest suppliers.

Save from the above and 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 as at 31 December 2009 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 2009 are set out in the
financial statements on pages 62 to 66.

Dividend

During the year, no interim dividend (2008: HK6 cents per share) was
paid. The Directors do not recommend the payment of a final dividend
for the year (2008: HK2 cents per share).
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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 125.

Property, plant and equipment and investment
properties

Movements in the property, plant and equipment and details of
investment properties of the Group are disclosed in note 5 and note 6
to the financial statements, respectively.

Subsidiaries
Particulars of the Company’s principal subsidiaries as at
31 December 2009 are set out in note 32 to the financial statements.

Associates
Particulars of the Group’s principal associates as at 31 December 2009
are set out in note 32 to the financial statements.

Share capital
Details of the authorised and issued share capital of the Company are
set out in note 14 to the financial statements.

Distributable reserves

Details of the reserves of the Company available for distribution to
shareholders as at 31 December 2009 are set out in note 15 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 shareholders.

Reserves

Movements in the reserves of the Company are disclosed in note 15 to
the financial statements. Movements in the reserves of the Group are
disclosed in the consolidated statement of changes in equity on page
64.

Charitable donations
During the year, the Group made charitable donations totaling
HK$179,012.

Directors
The Directors who held office during the year and up to the date of
this report were:

Non-executive Directors

Dr. David J. Pang (Chairman)

Mr. Roberto V. Ongpin (Deputy Chairman)
Tan Sri Dr. Khoo Kay Peng

Mr. Kuok Khoon Ean

SCMP Group Annual Report 2009
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Independent Non-executive Directors

The Hon. Ronald J. Arculli

Mr. Peter Lee Ting Chang (deceased on 17 October 2009)
Dr. The Hon. Sir David Li Kwok Po

Mr. Wong Kai Man

Executive Director
Ms. Kuok Hui Kwong (Managing Director and Chief Executive Officer)

The Board of Directors (the “Board”) and staff of the Company
expressed our deepest regrets on the passing of Mr. Peter Lee Ting
Chang. Mr. Lee was a devoted and tireless member of the Board
who consistently held us to the highest standards of journalism and
business professionalism. He made major contributions to the Board
as well as to our various committees including the Audit Committee,
Remuneration Committee and Nomination Committee. The Board
would like to record a note of special thanks and appreciation to
Mr. Lee for all his effort and contributions during his tenure with the
Company.

In accordance with Bye-Law 99 of the Company’s Bye-Laws, Messrs
Roberto V. Ongpin, Kuok Khoon Ean and Wong Kai Man shall retire
by rotation and are eligible for re-election at the forthcoming Annual
General Meeting of the Company.

The Board approved the appointment of Dr. Fred Hu Zu Liu as an
Independent Non-executive Director of the Company with effect from
23 March 2010. In accordance with Bye-Law 102(B) of the Company’s
Bye-Laws, Dr. Hu shall hold office until the conclusion of the
forthcoming Annual General Meeting of the Company and is eligible
for re-election at the meeting.

Directors’ interests in shares, underlying shares and
debentures

As at 31 December 2009, the Directors of the Company had the
following interests or short positions in shares, underlying shares and
debentures of the Company and its associated corporations (within
the meaning of Part XV of the Securities and Futures Ordinance (the
“SF0")) as recorded in the register required to be kept under Section
352 of the SFO or as notified to the Company and the Hong Kong Stock
Exchange (the “Stock Exchange”) pursuant to the Model Code for
Securities Transactions by Directors of Listed Companies (the “Model
Code”) or as otherwise notified to the Company:

FAREERBInSE
Number of ordinary
shares held

HLERTRFESL
Approximate % of
issued share capital

SBFLIE ST A Mr. Kuok Khoon Ean

Z=[E B = Dr. The Hon. Sir David Li Kwok Po & A Personal

73] Corporate

340,000 0.02%°
4,778,000 0.31%°

SCMP Group Annual Report 2009

49




I #3i ¢r it % | Directors’ Report

(ii) #EH% %M@ Associated Corporations

50

21,428,953,4420% B 31T X Jr;é;

A B REYRARRREREAER D 2R -

RRLERRANE BRREHTETR #isE
Number of ordinary shares held FRisEZiEE BRE
58/ HiERR S E ot
HE R BEA#ER LFER Hitgs Number of underlying Approximate
Name of Associated BEERA Personal Corporate  Family/Other ordinary shares held @5t % of issued
Corporation Name of Director interests interests interests under equity derivatives Total  share capital
Kerry Group Limited ZBHLIE S M. Kuok Khoon Ean - 51,973,807 - - 51,973,807 3.40%°
SPE 3% £ £ Ms. Kuok Hui Kwong - - 23,899,988 - 23,899,988 1.56%¢
RERZARAF 313 58 A Kuok Khoon Ean - 1,283,082 - - 1,283,082 0.09%’
Kerry Properties Limited B} ZEMs. Kuok Hui Kwong 50,000 - 1,252,048 400,000 4 1,702,048 0.12%
e - Notes:
1. HARERSBFLELE B BAllerlon LimitedM AR ER B 2 R RIER - 1. This represents deemed corporate interests held by Mr. Kuok Khoon Ean
Allerlon Limited AR SE £ R E B2 EHER through Allerlon Limited, which is wholly owned by Mr. Kuok and his
spouse.
2. WBEBBAXAZLZEBIEE 21,000,000 0 EB LT ERE 2. This includes 1,000,000 shares held by the spouse of Ms. Kuok Hui Kwong
BRAZ = AL BEETIFHE 222,899,988/ i 7 © and 22,899,988 shares held by Ms. Kuok through a discretionary trust of
which she is a contingent beneficiary.
3. UWRRIBALIBREAIAITBZAZZRETHE 2 EE - 3. This represents interests held by Ms. Kuok Hui Kwong through a
discretionary trust of which she is a contingent beneficiary.
IREDBEAZT R EBHEITRBEREEZRBRARMEHRYEE 4. This represents interests in share options held by the spouse of
%D 2 MR FBERN T [EEEERND N ERE 2 Ms. Kuok Hui Kwong to subscribe for the relevant underlying ordinary
F ] —&f o shares of Kerry Properties Limited, details of which are set out in the
section headed “Directors’ rights to acquire shares or debentures” below.
NEBEBPEIREARTARZ_ZZEZENLF+_A=+—802 5. Approximate percentage calculated based on the 1,560,945,596 ordinary
1,560,945,596 % B BE 1T BARETE © shares of the Company in issue as at 31 December 2009.
S E DL TR Kerry Group LimitedR—ZEZENE+-—A=+— 6. Approximate percentage calculated based on the 1,527,684,428 ordinary
H21,527,684,428 % BB/ T L MARATE - shares of Kerry Group Limited in issue as at 31 December 2009.
AMEBED L DIREREBER ﬁlﬁ& ZZNF+_A=+—H 7. Approximate percentage calculated based on the 1,428,953,442 ordinary

shares of Kerry Properties Limited in issue as at 31 December 2009.

All the interests stated above represent long positions in the shares of
the Company or its associated corporations.

SCMP Group Annual Report 2009
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Apart from the aforesaid, as at 31 December 2009, none of the
Directors of the Company had any interest or short position in any
shares, underlying shares and debentures of the Company or any
associated corporations (within the meaning of the SFO) as recorded
in the register required to be kept under Section 352 of the SFO or as
otherwise notified to the Company and the Stock Exchange pursuant
to the Model Code.

Directors’ rights to acquire shares or debentures

(i) Company
None of the Directors (including their spouses and children
under 18 years of age) had been granted by the Company or had
exercised any rights to subscribe for shares or debentures of the
Company during the year ended 31 December 2009.

(ii) Associated Corporation
The spouse of Ms. Kuok Hui Kwong was granted share options

(“KPL Options”) to subscribe for shares in Kerry Properties
Limited, an associated corporation of the Company (within the

HBEMT meaning of the SFO), during the year ended 31 December 2009.
Details are set out as follows:
RIZZEZTNE RERTH R-EZTNEF
—A—H ZEEEE® +-RA=+—8H
FifsmEEm HikiES A s =Egsm
EEEe e Number of TR E BERTHEE
Number of KPL Options Number of BT
KPL Options granted KPL Options Exercise
#THAM held as at during the held as at price/share  {T{EHA
Date of grant 01/01/2009 year 31/12/2009 HK$ Exercise period
02/04/2008 300,000 - 300,000 4770 BEEE— (75,000) - 02/04/2009 - 01/04/2018
Tranche |
FEEX = (75,000) - 02/04/2010 - 01/04/2018
Tranche Il
FEEZ = (150,000) - 02/04/2011 - 01/04/2018
Tranche IlI
06/02/2009 - 100,000 100,000 1758  PEEZ— (50,000) - 06/02/2010 - 05/02/2019
Tranche |
FEER—  (50,000) - 06/02/2011 - 05/02/2019
Tranche Il
300,000 100,000 400,000
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Save as stated above, none of the Directors (including their spouses
and children under 18 years of age) had been granted any rights
to subscribe for shares or debentures of any of the associated
corporations of the Company (within the meaning of the SFO) and
had not exercised any such rights during the year ended 31 December
2009.

Apart from the aforesaid, at no time during the year ended
31 December 2009 was the Company, its subsidiaries, its fellow
subsidiaries or its holding companies a party to any arrangement to
enable the Directors to acquire benefits by means of the acquisition of
shares in, or debentures of, the Company or any other body corporate.

Substantial interests in share capital

As at 31 December 2009, the following persons (other than the
Directors of the Company) had interests or short positions in the
shares and underlying shares of the Company representing 5% or
more of the voting power at any general meeting of the Company as
recorded in the register required to be kept under Section 336 of the
SFO:

718

Name

B3 ERNHR

Capacity/Nature of interests

HHEEEER HLERT
Ein& e BFEES

Number of BeE %E Approximate

ordinary Long position/ % of issued

shares held

Short position

share capital®®

Kerry Group Limited

Kerry Holdings Limited

Kerry 1989 (C.1.) Limited

Kerry Media Limited

Silchester International Investors
Limited®

Silchester International Investors
International Value Equity Trust

REIRITHERAA
The Bank of East Asia, Limited

JPMorgan Chase & Co.

RPEHDEE R

Interest of controlled corporations
RIS EE R

Interest of controlled corporations
R EE R

Interest of controlled corporations
EmlAA

Beneficial owner

wEKRE

Investment manager

E=fEAA

Beneficial owner

EmEAA

Beneficial owner

WAL

Investment manager

BB A

Beneficial owner

EmEaA

Beneficial owner

REKIR

Investment manager

E=BA

Beneficial owner

1,155,061,308"

1,155,061,308°

1,078,717,308°

1,078,717,308*

219,485,000°

114,331,6347%

77,194,595°

1,341,710

75,000,000

75,000,000

3,048,000

75,000,000

HE
Long position
5=}
Long position
HaE
Long position
Sy
Long position
A
Long position
HaE
Long position
S
Long position
A
Long position
B
Short position
e
Long position
e
Long position
wE
Short position

74.00%

74.00%

69.11%

69.11%

14.06%

7.32%

4.95%

0.09%

4.80%

4.80%

0.20%

4.80%
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Notes:

1. The interests in the 1,155,061,308 shares held by Kerry Group Limited
comprise both the interests in 930,061,308 shares and the interests in
225,000,000 shares from equity derivatives.

2. The interests in the 1,155,061,308 shares held by Kerry Holdings Limited
are duplicated in the interests reported above for Kerry Group Limited.

3. Theinterests in the 1,078,717,308 shares held by Kerry 1989 (C.I.) Limited
are duplicated in the respective interests reported above for Kerry Group
Limited and Kerry Holdings Limited.

4. The interests in the 1,078,717,308 shares held by Kerry Media Limited
are duplicated in the respective interests reported above for Kerry Group
Limited, Kerry Holdings Limited and Kerry 1989 (C.1.) Limited.

5. Investment manager acting on behalf of clients and not connected with
the Company.

6. The Company has been notified informally that as at 31 December 2009,
Silchester International Investors Limited was interested in 220,985,000
shares (representing approximately 14.16% of the Company’s issued share
capital) and this increase in shareholding was not required to be disclosed
under Part XV of the SFO.

7. The Company has been notified informally that as at 31 December 2009,
Silchester International Investors International Value Equity Trust was
interested in 110,831,634 shares (representing approximately 7.10% of the
Company’s issued share capital) and this decrease in shareholding was not
required to be disclosed under Part XV of the SFO.

8.  The interests held by Silchester International Investors International Value
Equity Trust are duplicated in the interests reported above for Silchester
International Investors Limited.

9.  The Company has been notified informally that as at 31 December 2009,
The Bank of East Asia, Limited was interested in 77,264,595 shares
(representing approximately 4.95% of the Company’s issued share capital)
and this increase in shareholding was not required to be disclosed under
Part XV of the SFO.

10. Approximate percentage calculated based on the 1,560,945,596 ordinary
shares of the Company in issue as at 31 December 2009.

Save as stated above, as at 31 December 2009, the Company had not
been notified of any interests and short positions in the shares and
underlying shares of the Company which had been recorded in the
register required to be kept under Section 336 of the SFO.
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Share option scheme
It is a part of the Group’s policy to reward employees for their past
contributions to the Group and motivate them to optimize their future
contributions and enable the Group to attract and retain individuals
with experience and ability.

During the year, the Company had a share option scheme (the
“Scheme”) which was approved at the annual general meeting of
the Company held on 25 May 2006 (the “Adoption Date”). Under
the Scheme, 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 pursuant to the Scheme 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 on the
date of the Board’s approval of grant of the option (the “Offer Date”);
and (iii) the average of the closing prices of 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.

Under the Scheme, no option may be exercised earlier than one year
after it has been granted or later than ten years after the Adoption
Date, i.e. 25 May 2016. The remaining life of the Scheme is up to
25 May 2016. The maximum number of shares of the Company which
may be issued upon exercise of all options to be granted under the
Scheme (when aggregated with shares to be issued upon exercise of
options granted under any other share option scheme of the Company)
may not exceed 10% of the shares of the Company in issue as at
25 May 2006. As at the date of this report, the total number of shares
available for issue under the Scheme was 156,094,559, representing
approximately 10% of the issued share capital of the Company as at
the date of this report.

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) under the Scheme in any
12-month period shall not exceed 1% of the shares of the Company in
issue from time to time.

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.

During the year, no share option was granted, exercised, cancelled or
lapsed under the Scheme. No share option was outstanding under the
Scheme as at 31 December 20009.
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Directors’ interest in competing business

None of the Directors of the Company has any 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.

Connected transactions

During the year, the Company and its subsidiaries had certain related
party transactions as disclosed in note 33 to the financial statements
which also constituted connected transactions under Chapter 14A of
the Listing Rules.

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

A Transactions in respect of the financial year ended
31 December 2009

(1) Connected Transactions

(@ An agreement dated 17 February 2009 made
between South China Morning Post Publishers Limited
(“SCMPP”), a wholly-owned subsidiary of the Company,
and Kerry Properties Limited (“Kerry Properties”) which
is a subsidiary of Kerry Group Limited, whereby SCMPP
was engaged to publish three issues of “The Dress
Circle” magazine for Kerry Properties.
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Under the above agreement A(1)(a), the service fee
was determined based on the editorial cost, project
management cost, printing and other production costs
involved in providing the services. A maximum total
service fee of HK$2,300,000 (approximate average
HK$766,700 for each issue) was payable by Kerry
Properties to SCMPP.

Two issues of the magazine were published in May
2009 and December 20009, respectively. The aggregate
sum received or receivable for providing the services
amounted to HK$1,280,000 during the year.

(h) On 8 June 2009, the Company through SCMP (1994)
Limited (“SCMP (1994)"), its wholly-owned subsidiary,
acquired guaranteed notes (the “Connected Debt
Securities”) issued by Gain Silver Finance Limited,
a subsidiary of Kerry Properties, of the amount of
Us$1,500,000 from third party vendor(s) in the
secondary market at the consideration (inclusive
of accrued interest, transaction fees and expenses)
of US$1,526,656 (equivalent to approximately
HK$11,847,000).

During the year, SCMP (1994) further acquired
additional Connected Debt Securities of the amount
of US$1,500,000 from third party vendor(s) in the
secondary market at the consideration (inclusive
of accrued interest, transaction fees and expenses)
of US$1,530,203 (equivalent to approximately
HK$11,872,000).

The consideration for the Connected Debt Securities
was determined with reference to market prices
quoted by independent third parties (such as banks,
debt securities dealers and institutional investors),
having regard to the prevailing benchmark, credit
spread, market liquidity and counterparty risk, where
applicable, accrued coupons of the Connected Debt
Securities.

As at 31 December 2009, SCMP (1994) held a total
amount of US$3,000,000 in face value of the
Connected Debt Securities.

Continuing Connected Transaction

An agreement dated 19 December 2008 made between
SCMPP and Kerry Holdings Limited (“Kerry Holdings”), a
subsidiary of Kerry Group Limited, whereby SCMPP agreed
to provide advertising services to Kerry Holdings and Kerry
Group Limited and its subsidiaries and associates (as defined
in the Listing Rules) (“Kerry Group”) for the period from
1 January 2009 to 31 December 2009.
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The service fees payable pursuant to the above agreement
were payable in cash or by cheque by the end of the month
following the month in which SCMPP issued invoices.

The aggregate amount of service fees received or receivable
pursuant to the above agreement for the financial year
ended 31 December 2009 amounted to HK$2,255,926.

In accordance with Rule 14A.37, Chapter 14A of the Listing
Rules, the Directors (including Independent Non-executive
Directors) of the Company have reviewed the above
continuing connected transaction (the “Transaction”) and
confirm that the Transaction was entered into:

(@ in the ordinary and usual course of business of the
Group;

(b) on normal commercial terms; and

(c) in accordance with the relevant agreement on terms
that are fair and reasonable and in the interests of the
shareholders of the Company as a whole.

The Auditor of the Company has also reviewed the
Transaction and confirmed to the Directors in writing that:

(@) the Transaction has been approved by the Board of
Directors of the Company;

(b) the Transaction is in accordance with the pricing policy
of the Group;

(c) the Transaction has been entered into in accordance
with the relevant agreement governing the Transaction;
and

(d) the aggregate amount received under the ahove
agreement for the financial year ended 31 December
2009 does not exceed the annual cap of HK$6 million
as stated in the Company’s announcement dated
19 December 2008.

Z BEZZE-ZEF+-A=+—-HLEBEEZXRS B Transactions in respect of the financial year ending
31 December 2010
(1) BERS (1) Connected Transactions
() MEFPREMEZEEZZHEA (TERLETH (@ An agreement dated 10 March 2010 made between

Al]) Ubagan Limited ([Ubaganl]) R —ZE—FF =
A+BIZ—EHE - Bt BEFRERSA
Ubagantiix — D M7 i EF Mt -

SCMPP with Ubagan Limited (“Ubagan”), an associate
(as defined in the Listing Rules) of Kerry Properties,
whereby SCMPP will publish a marketing brochure for
Ubagan.
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Under the above agreement B(1)(a), the service fee was
determined based on the project management cost
and production cost involved in providing the services.
A maximum total service fee of HK$1,500,000 will be
payable by Ubagan to SCMPP.

(h) An agreement dated 10 March 2010 made between
SCMPP and Kerry Communication Limited (“Kerry
Communication”), a subsidiary of Kerry Properties,
whereby SCMPP will publish three issues of “The Dress
Circle” magazine for Kerry Communication.

Under the above agreement B(1)(b), the service fee
was determined based on the editorial cost, project
management cost, printing and other production costs
involved in providing the services. A maximum total
service fee of HK$2,300,000 (approximate average
HK$766,700 for each issue) will be payable by Kerry
Communication to SCMPP.

Continuing Connected Transaction

An agreement dated 11 January 2010 made between SCMPP
and Kerry Holdings whereby SCMPP agreed to provide
advertising services to Kerry Holdings and other companies
in the Kerry Group for the period from 1 January 2010 to
31 December 2010.

The service fees payable pursuant to the above agreement
are payable in cash or by cheque by the end of the month
following the month in which SCMPP issued invoices.

The Company expects that the maximum aggregate amount
of service fees receivable under this agreement for the
financial year ending 31 December 2010 will be HK$6 million
as stated in the Company’s announcement dated 11 January
2010.

FHFTERER S MFBEBEI S RRE ETRAIEI4AZESE
14A.3216 J 814356 T LABRER o

All the above connected transactions and continuing connected
transactions have been disclosed in accordance with Rules 14A.32 and
14A.35, Chapter 14A of the Listing Rules, respectively.
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Purchase, sale or redemption of the Company’s shares
Neither the Company nor any of its subsidiaries has purchased, sold or
redeemed any of the Company’s shares during the year.

Code for Securities Transactions by Directors

The Board of Directors of the Company has adopted the Model Code
for Securities Transactions by Directors of Listed Issuers (the “Model
Code”) as set out in Appendix 10 of the Listing Rules as the code for
securities transactions by Directors of the Company. All Directors
of the Company have confirmed their compliance with the required
standard set out in the Model Code during the year.

Corporate Governance

The Company is committed to maintaining a high standard of
corporate governance. Details of the Company’s corporate governance
practices are set out in the “Corporate Governance” section of this
Annual Report on pages 28 to 40.

Auditor

The financial statements have been audited by
PricewaterhouseCoopers who retire and, being eligible, offer
themselves for re-appointment.

On behalf of the Board
David J. Pang
Chairman

Hong Kong, 22 March 2010
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PricewaterhouseCoopers
22nd Floor, Prince’s Building
Central, Hong Kong
Telephone: (852) 2289 8888
Facsimile: (852) 2810 9888

TO THE SHAREHOLDERS OF SCMP GROUP LIMITED
(incorporated in Bermuda with limited liability)

We have audited the consolidated financial statements of SCMP Group
Limited (the “Company”) and its subsidiaries (together the “Group”) set
out on pages 62 to 124, which comprise the consolidated and company
balance sheets as at 31 December 2009, and the consolidated
statement of comprehensive income, the consolidated statement of
changes in equity and the consolidated statement of cash flows for the
year then ended, and a summary of significant accounting policies and
other explanatory notes.

Directors’ responsibility for the financial statements

The Directors of the Company are responsible for the preparation
and the true and fair presentation of these consolidated financial
statements in accordance with Hong Kong Financial Reporting
Standards issued by the Hong Kong Institute of Certified Public
Accountants and the disclosure requirements of the Hong Kong
Companies Ordinance. This responsibility includes: designing,
implementing and maintaining internal control relevant to the
preparation and the true and fair presentation of financial statements
that are free from material misstatement, whether due to fraud or
error; selecting and applying appropriate accounting policies; and
making accounting estimates that are reasonable in the circumstances.

Auditor’s responsibility

Our responsibility is to express an opinion on these consolidated
financial statements based on our audit and to report our opinion
solely to you, as a body, in accordance with section 90 of the
Companies Act 1981 of Bermuda, and for no other purpose. We do not
assume responsibility towards or accept liability to any other person
for the contents of this report.

We conducted our audit in accordance with Hong Kong Standards
on Auditing issued by the Hong Kong Institute of Certified Public
Accountants. Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable
assurance as to whether the consolidated financial statements are free
from material misstatement.

SCMP Group Annual Report 2009
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An audit involves performing procedures to obtain audit evidence
about the amounts and disclosures in the consolidated financial
statements. The procedures selected depend on the auditor’s
judgment, including the assessment of the risks of material
misstatement of the consolidated financial statements, whether
due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation and true
and fair presentation of the consolidated financial statements in order
to design audit procedures that are appropriate in the circumstances,
but not for the purpose of expressing an opinion on the effectiveness
of the entity’s internal control. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of
accounting estimates made by the Directors, as well as evaluating the
overall presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our audit opinion.

Opinion

In our opinion, the consolidated financial statements give a true and
fair view of the state of affairs of the Company and of the Group as at
31 December 2009 and of the profit and cash flows of the Group for
the year then ended in accordance with Hong Kong Financial Reporting
Standards and have been properly prepared in accordance with the
disclosure requirements of the Hong Kong Companies Ordinance.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 22 March 2010
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RZZTZAF+=-A=+—H As at 31 December 2009

%&#%E

2009 2008
BisE BETT BEET T
Notes HK$'000 HK$'000
B E ASSETS
JERB) & E Non-current assets
Y - #E3 K R Property, plant and equipment 5 495,661 502,580
FEYFE Investment properties 6 1,008,100 986,100
+ 37 % Lease premium for land 7 113,121 13,969
EREE Intangible assets 8 19,165 24,729
Bt N B) Z #E2% Interests in associates 10 46,451 53,334
A[ L H & 2 BE E Available-for-sale financial assets 11 200,995 105,074
FE 257812 B E Defined benefit plan’s assets 26(a) 52,198 60,104
1,935,691 1,745,890
FENEE Current assets
F& Inventories 12 18,557 38,904
JEULFRIE Accounts receivable 13 156,719 187,428
FENER -« e REMEUWBEF Prepayments, deposits and
other receivables 15,764 23,411
AIUR [EIFEIA Tax recoverable 3,508 -
e &I e Z{E Cash and cash equivalents 27(c) 254,112 272,015
448,660 521,758
484 Total assets 2,384,351 2,267,648
#2 EquiTy
&R 1 Capital and reserves
f& 7N Share capital 14 156,095 156,095
{8 Reserves 1,935,277 1,722,944
4 A% 2. Proposed dividend - 31,219
15(a) 1,935,277 1,754,163
% & % Shareholders’ funds 2,091,372 1,910,258
DEPLRAEZS Minority interests 21,037 20,114
412 Total equity 2,112,409 1,930,372
£ & LIABILITIES
JERB) B & Non-current liabilities
RIS B 1& Deferred income tax liabilities 16 145,308 125,861
145,308 125,861
TRENEE Current liabilities
JE {308 I fEH & & Accounts payable and accrued liabilities 17 99,450 142,466
78U AT & Subscriptions in advance 23,104 24,550
IRHAFT/SFE & 1& Current income tax liabilities 4,080 44,399
126,634 211,415
488 {& Total liabilities 271,942 337,276
4 & B & Total equity and liabilities 2,384,351 2,267,648
RE)E EJFE Net current assets 322,026 310,343
KA ERREN A & Total assets less current liabilities 2,257,717 2,056,233
67TEERRABZMFTARSEEMBEmE 2 —BD - The notes on pages 67 to 124 are an integral part of these

consolidated financial statements.

BEPREL BEXXE

Dr. David J. Pang Ms. Kuok Hui Kwong
B BF

Chairman Director
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A Am B | Consolidated Statement of Comprehensive Income

HEZZTTNF+ZA=+—HLFE Year ended 31 December 2009

2009 2008
MisE BETT BT T
Notes HK$’000 HK$'000
54E#EE %5 continuing operations
Iz &2 Revenue 4 740,667 1,037,774
H 4 A Other income 4,669 5,684
BIRA staff costs 18 (323,559) (355,400)
HEEREHKZR Cost of production materials (126,671) (164,919)
T2 X &5 Rental and utilities (37,828) (41,177)
7 K §5 Depreciation and amortisation (56,762) (53,807)
EE M E{# Advertising and promotion (34,899) (38,036)
H b4 & B X Other operating expenses (115,325) (156,829)
BEYENFEW (BE) Fair value gain/(loss) on investment properties 134,919 (81,150)
&= &%) operating profit 19 185,211 152,131
B #S UL Finance income 1,110 3,195
B 7% % A Finance costs - (1,054)
B F U - 7F%8 Finance income - net 20 1,110 2,141
FE(EERZ N T] (E538) /B F| Share of (losses)/profits of associates (3,434) 1,187
BXFr SR ETRF Profit before income tax 182,887 155,459
FTiS8iF & Income tax expense 21 (34,813) (21,557)
2EFBEEBEBEET profit for the year from continuing operations 148,074 133,902
B # 1L EZ % Discontinued operations 22
2EDRILEZEIEET profit for the year from discontinued operations - 51,413
2F 87 profit for the year 148,074 185,315
HM2EIKA (§H&) other comprehensive income/(loss)
BHE T HEN D EAIREYEMESL 2 A FEUYE Fair value gain arising
from reclassification of leasehold land to investment properties - 8,436
AN ESREE 2 AFEWE (EI8) Fair value gain/(loss) on
available-for-sale financial assets 72,031 (188,422)
SNFEHTE 2= & Currency translation difference 2,151 (3,049)
AEEMEEBAZFTSHE Income tax relating to components of
other comprehensive income - (1,351)
2EHM2EKRA (BR) (BRRE)
Other comprehensive income/(loss) for the year, net of tax 74,182 (184,386)
2 ER2HEIA 8 Total comprehensive income for the year 222,256 929
(B F) profit attributable to:
A RIPEE Shareholders of the Company 23 138,151 172,768
DB R AE RS Minority interests 9,923 12,547
148,074 185,315
BE2EEA (BiR) 8 :
Total comprehensive income/(loss) attributable to:
AR E Shareholders of the Company 212,333 (11,618)
DERRERELS  Minority interests 9,923 12,547
222,256 929
#|BXE T Earnings per share
E N K #5% Basic and diluted 25
- BB RS S 7K Continuing operations 8.85:#&{lll cents 7.787 1l cents
- BRI TS Discontinued operations - 3.2971ll cents
8.857&lll cents 1107781 cents
B% 2 Dividends 24 - 124,876
FOTERRIE 2T RUFHREMBHRK s —55 - The notes on pages 67 to 124 are an integral part of these

consolidated financial statements.
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A HERR BB | Consolidated Statement of Changes in Equity

HEZZTTNF+ZA=+—HLFE Year ended 31 December 2009
FLTRRMES
Attributable to shareholders of the company

RREMRE REEMGRG

Bx  BRHBE  BARE  investment Asset ERERE  REERY DHRRER agEa
Share Share  Contributed  revaluation  revaluation  Translation Retained 1) Minority Total
capital premium surplus reserve reserve reserve profits Total interests equity

ARt A%Tn A%Tn  RETn  BETn BETr ERTL ARt EBTn AT
HKS000  HKS000  HKS000  HKS00O  HKSOOO  HKSOOO  HKSOOO  HKSO0O  HKS000  HK$00O

RZZE\F-F-R&R
Balance at 1 January 2008 156,095 40971 865,672 25,723 3,624 (26,438) 905,981 2,171,628 16,567 2,188,195
2 A Comprehensive income
AREE B Profit for the year - - - - - - 172,768 172,768 12547 185315
E2EMA Other comprehensive income
ez AR
Available-for-sale financial assets

~HABRZAVERR

- Fair value loss taken to equity - - - (188,422) - - - (188,422) - (188,422)
R ERBARIREN B R
Translation reserve released on disposal of

a subsidiary - - - - - (594) - (594) - (594)
GREAREL/ENEE
Exchange difference on consolidation - - - - - (2,455) - (2,455) - (2,455)
HETHENDBARENEMELL

DHERE
Fair value gain arising from reclassification of

leasehold land to investment properties - - - - 8,436 - - 8,436 - 8,436
ERERNEERMG 2 BERE
Deferred taxation directly charged to equity - - - - (1,351) - - (1,351) - (1,351)
H2ERA/(FR) 25
Total other comprehensive income/(l0ss) - - - (188,422) 7,085 (3,049) - (184,386) - (184,386)
2ERA /(ER) B8
Total comprehensive income/(loss) - - - (188,422) 7,085 (3,049) 172,768 (1L,618) 12547 929
HERRZXA
Transactions with shareholders
flx 8. Dividends - - - - - - (249,752) (249,752) (9,000) (258,752)
HRRCXAEH
Total transactions with shareholders - - - - - - (249,752) (249,752) (9,000) (258,752)

A=$T\F+ZA=T-BRE

Balance at 31 December 2008 156,095 40971 865,672 37,301 10,709 (29,487) 828,997 1,910,258 20,114 1,930,372
RZTENE-A-REH
Balance at 1 January 2009 156,095 4097 865,672 37,301 10,709 (29,487) 828,997 1,910,258 20,114 1,930,372
2K A Comprehensive income
AEZ B profit for the year - - - - - - 138,51 138,51 9923 148,074
H2EWA other comprehensive income
THEHEZSBEE
Available-for-sale financial assets

— it NERZ AT ENER

- Fair value gain taken to equity - - - 72,031 - - - 72,031 - 72,031
GREABELZENEE
Exchange difference on consolidation - - - - - 2,151 - 2,151 - 2,151
EH2ENAES
Total other comprehensive income - - - 72,031 - 2,151 - 74,182 - 74,182

RERARE
Total comprehensive income - - - 2031 - 2151 138151 233 9923 22256

HRRZZA
Transactions with shareholders
f& & Dividends - - - - - - (31,29) (31,219) (9,000) (40,219)

13 rA T 1]

Total transactions with shareholders - - - - - - (31219 (31219 (9,000) (40,219)
p_EENE+ZRZ+-RER

Balance at 31 December 2009 156,095 40,971 865,672 109,332 10,709 (27336) 935,929 2,091,372 21,037 2,112,409

FOIEEZFRAB T ANSREMBHRERZ — 37 - The notes on pages 67 to 124 are an integral part of these
consolidated financial statements.
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HAB4AREFE | Consolidated Statement of Cash Flows

HEZZTTNF+ZA=+—HLFE Year ended 31 December 2009

2009 2008
B EE BETT BT T
Notes HK$’000 HK$'000
ZEFTHZH&ME cash flows from operating activities
BIBE £ 2 R4 Cash generated from operations 27(a) 129,899 278,478
B+ &SRS Hong Kong profits tax paid (59,145) (26,121)
B8 5MRIA Overseas tax paid (48) (160)
LIEEFE L ZIFIHE Net cash generated from operating activities 70,706 252,197
BEFHZHLME cash flows from investing activities
BAYE  HELRREBERELAE
Purchase of property, plant and equipment and intangible assets (33,913) (17,785)
BARTHEEZEREE
Purchase of available-for-sale financial assets (23,719) -
B U F) B Interest received 1,181 3,279
2 U % B Dividends received from:
ET#&& Listed investments 2,160 2,566
Bt 22 A) Associates 3,462 1,559
HEME - WREREMER
Proceeds from sale of property, plant and equipment 967 71
HEM B A RIS
Proceeds from disposal of subsidiaries 27(b) 1,472 51,421
BEED (TR, EEzFRe
Net cash (used in)/generated from investing activities (48,390) 41,111
MEFEHZH&ME cash flows from financing activities
ENT—HNBARHER RS
Dividends paid to a minority shareholder of a subsidiary (9,000) (9,000)
ENFARARREZRE
Dividends paid to the Company’s shareholders 24 (31,219) (249,752)
2T F8 Interest paid - (1,054)
R & EENAT A 2 JF 8 4 Net cash used in financing activities (40,219) (259,806)
ReMBSEEZF CRD) /&
Net (decrease)/increase in cash and cash equivalents (17,903) 33,502
M—A—H 2B & KIEEZEE Cash and cash equivalents at 1 January 272,015 238,513
RTZA=+—RAZBEeKREEE
Cash and cash equivalents at 31 December 254,112 272,015
R4 MIR S FE D WTAnalysis of cash and cash equivalents
IR & M ER7T 45 #RCash and bank balances 27(c) 254,112 272,015

FOTAEZFIAAZMEARUEEEMBIRERZ —#D
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The notes on pages 67 to 124 are an integral part of these

consolidated financial statements.
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R-ZTEANF+-H=+—H As at 31 December 2009

2009 2008
MisE BETT BEET T
Notes HK$’000 HK$'000
B & ASSETS
JERENE E Non-current assets
M B/~ =] 2 #as Interests in subsidiaries 9 1,353,528 1,384,747
BN EEE Current assets
R4 MIR e % {E Cash and cash equivalents 27(c) 812 610
484 = Total assets 1,354,340 1,385,357
#48 EQuiTy
&R R FE45 capital and reserves
f% 7 Share capital 14 156,095 156,095
15 Reserves 1,198,245 1,198,043
¥ A% 2. Proposed dividend - 31,219
15(h) 1,198,245 1,229,262
#EHELS Total equity 1,354,340 1,385,357
BoTAZFRAB 7 B SEAMBHRRZ —8D - The notes on pages 67 to 124 are an integral part of these

BEEPHEL

Dr. David J. Pang
FE

Chairman

SCMP Group Annual Report 2009

consolidated financial statements.

BEXZE
Ms. Kuok Hui Kwong
=

Director
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| Notes to the Financial Statements

1. Corporate information

The Company is incorporated in Bermuda as an exempted company
with limited liahility. Its principal place of business is Morning Post
Centre, 22 Dai Fat Street, Tai Po Industrial Estate, New Territories,
Hong Kong.

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 digital publications,
and properties investment.

2. Summary of significant accounting policies

The principal accounting policies applied in the preparation of these
financial statements are set out below. These policies have been
consistently applied to all the years presented, unless otherwise
stated.

(a) Basis of preparation

The financial statements have been prepared in accordance with
Hong Kong Financial Reporting Standards (“HKFRS”). They have been
prepared under the historical cost convention, as modified by the
revaluation of investment properties, certain leasehold buildings and
availahle-for-sale financial assets, as further explained below.

(b) Changes in accounting policy and disclosures

(i)  The Group has adopted the following new and amended HKFRSs
as of 1 January 2009:

HKAS 1 (revised), ‘Presentation of financial statements’

HKAS 1 (revised) prohibits the presentation of items of income and
expenses (that is ‘non-owner changes in equity’) in the statement
of changes in equity, requiring ‘non-owner changes in equity’ to be
presented separately from owner changes in equity in a statement
of comprehensive income. As a result the Group presents in the
consolidated statement of changes in equity all owner changes in
equity, whereas all non-owner changes in equity are presented in
the consolidated statement of comprehensive income. Comparative
information has been re-presented so that it also is in conformity
with the revised standard. Since the change in accounting policy only
impacts presentation aspects, there is no impact on earnings per
share.

SCMP Group Annual Report 2009
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HKAS 23 (revised), ‘Borrowing costs’

The revised standard requires an entity to capitalise borrowing costs
directly attributable to the acquisition, construction or production of
a qualifying asset (that takes a substantial period of time to get ready
for use or sale) as part of the cost of that asset. The Group previously
recognised all borrowing costs as an expense immediately. The change
in accounting policy had no impact on earnings per share as the Group
was not involved in the acquisition, construction or production of any
qualifying assets during the years presented.

HKFRS 7, ‘Financial instruments: disclosures’

The amendment to HKFRS 7 requires enhanced disclosures about fair
value measurement and liquidity risk. In particular, the amendment
requires disclosure of fair value measurements by level of a fair value
measurement hierarchy. As the change in accounting policy only
results in additional disclosures, there is no impact on earnings per
share.

HKFRS 8, ‘Operating segments’

HKFRS 8 replaces HKAS 14, ‘Segment reporting’. It requires a
‘management approach’, under which segment information is
presented on the same basis as that used for internal reporting
purposes. This has resulted in changes in the reportable segments
presented, as the previously reported segment of newspapers,
magazines and other publications has been split into newspaper
segment and magazine segment.

Operating segments are reported in a manner consistent with the
internal reporting provided to the chief operating decision-maker.

HKICPA’s improvements to HKFRS published in October 2008

HKICPA’s improvements to HKFRS published in October 2008 sets out
a number of amendments to HKFRSs. It includes an amendment to
HKAS 28, ‘Investments in associates’. The amendment clarified that an
investment in an associate is treated as a single asset for the purpose
of impairment testing and any impairment loss is not allocated to
specific assets included within the investment, for example goodwill.
Reversals of impairment are recorded as an adjustment to the
investment balance to the extent that the recoverable amount of the
associate increases. Following the amendment, the Group now treats
its investments in each associate as a single asset for the purpose
of impairment testing. Any resulting impairment loss or subsequent
reversal will not be allocated to goodwill.
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(ii) The following standards and amendments to existing standards
have been published and effective for accounting periods
beginning on or after 1 January 2010 or later periods, and the
Group has not early adopted them.

HK(IFRIC) 17, ‘Distribution of non-cash assets to owners’ (effective on
or after 1 July 2009). The interpretation is part of the HKICPA’s annual
improvements project published in May 2009. This interpretation
provides guidance on accounting for arrangements whereby an entity
distributes non-cash assets to shareholders either as a distribution of
reserves or as dividends. HKFRS 5 has also been amended to require
that assets are classified as held for distribution only when they are
available for distribution in their present condition and the distribution
is highly probable. The Group and Company will apply HK(IFRIC) 17
from 1 January 2010. It is not expected to have a material impact on
the Group’s or Company’s financial statements.

HKAS 27 (revised), ‘Consolidated and separate financial statements’
(effective from 1 July 2009). The revised standard requires the effects
of all transactions with minority interest to be recorded in equity if
there is no change in control and these transactions will no longer
result in goodwill or gains and losses. The standard also specifies
the accounting when control is lost. Any remaining interest in the
entity is re-measured to fair value, and a gain or loss is recognised
in profit or loss. The Group will apply HKAS 27 (revised) prospectively
to transactions with minority interest from 1 January 2010. It is not
expected to have a material impact on the Group’s or Company’s
financial statements.

HKFRS 3 (revised), ‘Business combinations’ (effective from 1 July
2009). The revised standard continues to apply the acquisition
method to business combinations, with some significant changes. For
example, all payments to purchase a business are to be recorded at
fair value at the acquisition date, with contingent payments classified
as debt subsequently re-measured through the profit or loss. There
is a choice on an acquisition-by-acquisition basis to measure the non-
controlling interest in the acquiree either at fair value or at the non-
controlling interest’s proportionate share of the acquiree’s net assets.
All acquisition-related costs should be expensed. The Group will apply
HKFRS 3 (revised) prospectively to all business combinations from 1
January 2010.

HKAS 38 (amendment), ‘Intangible Assets’ (effective from 1 July
2009). The amendment is part of the HKICPA’s annual improvements
project published in May 2009 and the Group and Company will apply
HKAS 38 (amendment) from the date HKFRS 3 (revised) is adopted.
The amendment clarifies guidance in measuring the fair value of an
intangible asset acquired in a business combination and it permits the
grouping of intangible assets as a single asset if each asset has similar
useful economic lives. The amendment will not result in a material
impact on the Group’s or Company’s financial statements.
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HKFRS 5 (amendment), ‘Measurement of non-current assets (or
disposal Groups) classified as held for sale’. The amendment is part
of the HKICPA’s annual improvements project published in May 2009.
The amendment provides clarification that HKFRS 5 specifies the
disclosures required in respect of non-current assets (or disposal
Groups) classified as held for sale or discontinued operations. It also
clarifies that the general requirement of HKAS 1 still apply, particularly
paragraph 15 (to achieve a fair presentation) and paragraph 125
(sources of estimation uncertainty) of HKAS 1. The Group and
Company will apply HKFRS 5 (amendment) from 1 January 2010. It is
not expected to have a material impact on the Group’s or Company’s
financial statements.

HKAS 1 (amendment), ‘Presentation of financial statements’. The
amendment is part of the HKICPA’s annual improvements project
published in May 2009. The amendment provides clarification that the
potential settlement of a liability by the issue of equity is not relevant
to its classification as current or non-current. By amending the
definition of current liahility, the amendment permits a liability to be
classified as non-current (provided that the entity has an unconditional
right to defer settlement by transfer of cash or other assets for at least
12 months after the accounting period) notwithstanding the fact that
the entity could be required by the counterparty to settle in shares
at any time. The Group and Company will apply HKAS 1 (amendment)
from 1 January 2010. It is not expected to have a material impact on
the Group’s or Company’s financial statements.

HKFRS 2 (amendments), ‘Group cash-settled share-based payment
transactions’ (effective from 1 January 2010). In addition to
incorporating HK(IFRIC)-Int 8, ‘Scope of HKFRS 2’, and HK(IFRIC)-Int 11,
‘HKFRS 2 - Group and treasury share transactions’, the amendments
expand on the guidance in IFRIC 11 to address the classification of
Group arrangements that were not covered by the interpretation.
The new guidance is not expected to have a material impact on the
Group’s financial statements.

HKFRS 9, ‘Financial instruments’. The standard requires financial
assets to be classified into two measurement categories: those to
be measured subsequently at fair value, and those to be measured
subsequently at amortised cost. The decision is to be made at initial
recognition. The classification depends on the entity’s business model
for managing its financial instruments and the contractual cash flow
characteristics of the instrument. This standard will be effective from
1 January 2013. The Group is in the process of assessing the standard
and is not yet in a position to state whether it has a material impact
on the Group’s financial statements.
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(c) Basis of consolidation

The consolidated financial statements include the financial statements
of the Company and its subsidiaries made up to 31 December.

(i)  Subsidiaries

Subsidiaries are entities over which the Group has the power to
govern the financial and operating policies so as to obtain benefits
from their activities. This power is deemed to exist when the Group
has a shareholding of more than one half of the voting rights in an
entity.

Subsidiaries are fully consolidated from the date on which control is
transferred to the Group. They are de-consolidated from the date that
control ceases.

The purchase method of accounting is used to account for the
acquisition of subsidiaries by the Group. The cost of an acquisition
is measured as the fair value of the assets given, equity instruments
issued and liahilities incurred or assumed at the date of exchange,
plus costs directly attributable to the acquisition. Identifiable assets
acquired and liabilities and contingent liabilities assumed in a
business combination are measured initially at their fair values at the
acquisition date. The excess of the cost of acquisition over the Group’s
interest in the net fair value of the identifiable assets, liabilities and
contingent liabilities acquired is recognised as goodwill. If the cost
of acquisition is less than the Group’s share of the net fair value of
acquiree’s identifiable assets, liahilities and contingent liabilities, the
difference is recognised directly in the Group’s profit or loss.

Inter-company transactions, balances and unrealised gains on
transactions between group companies are eliminated.

Interests in subsidiaries in the Company’s balance sheet are stated at
cost less accumulated impairment losses. The results of subsidiaries
are accounted for by the Company on the basis of dividend received
and receivable.

(ii) Transactions with minority interests

The Group applies a policy of treating transactions with minority
interest as transactions with parties external to the group. Disposals
to minority interest result in gains and losses for the Group and are
recognised in the Group’s profit or loss. Purchases from minority
interest result in goodwill, being the difference between any
consideration paid and the relevant share acquired of the carrying
value of net assets of the subsidiary.
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(iii) Associates

Associates are all entities over which the Group has significant
influence but not control, generally accompanying a shareholding of
between 20% and 50% of the voting rights. Interests in associates
are accounted for by the equity method of accounting and are initially
recognised at cost. The Group’s interests in associates includes
goodwill, identified on acquisition, net of any accumulated impairment
loss.

The Group’s share of the post-acquisition profits or losses and post-
acquisition movements in reserves of associates is included in the
Group’s profit or loss and consolidated reserves respectively. The
cumulative post-acquisition movements are adjusted against the
carrying amount of the investment. When the Group’s share of losses
in an associate equals or exceeds its interest in the associate, including
any other unsecured receivables, the Group does not recognise further
losses, unless it has incurred obligations or made payments on behalf
of the associate.

(d) Segment reporting

Operating segments are reported in a manner consistent with the
internal reporting provided to the chief operating decision-maker.
The chief operating decision-maker, who is responsible for allocating
resources and assessing performance of the operating segments, has
been identified as the Group’s Managing Director and Chief Executive
Officer.

(e) Foreign currency translation

(i)  Functional and presentation currency

Items included in the financial statements of each of the Group’s
entities are measured using the currency of the primary economic
environment in which the entity operates (“the functional currency”).
The consolidated financial statements are presented in Hong Kong
dollars (“HK$"), which is the Company’s functional and the Group’s
presentation currency.

(i) Transactions and balances

Foreign currency transactions are translated into the functional
currency using the exchange rates prevailing at the dates of the
transactions. Foreign exchange gains and losses resulting from the
settlement of such transactions and from the translation at year-
end exchange rates of monetary assets and liabilities denominated in
foreign currencies are recognised in the profit or loss, except when
deferred in equity as qualifying cash flow hedges.
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Translation differences on investments in equity instruments classified
as available for sale financial assets are included in the investment
revaluation reserve.

Changes in the fair value of monetary securities denominated in
foreign currency classified as available for sale are analysed between
translation differences resulting from changes in the amortised cost of
the security and other changes in the carrying amount of the security.
Translation differences related to changes in amortised cost are
recognised in profit or loss, and other changes in carrying amount are
recognised in equity.

(iii) Group companies

On consolidation, the balance sheet of subsidiaries and associates
denominated in foreign currencies are translated at the rates of
exchange ruling at the balance sheet date whilst the statement of
comprehensive income is translated at an average rate. The resulting
translation differences are included in the translation reserve.
When any of these subsidiaries or associates is sold, any translation
differences previously recognised in respect of such subsidiary or
associate are transferred to the profit or loss as part of the gain or
loss on sale.

Goodwill and fair value adjustments arising on the acquisition of a
foreign entity are treated as assets and liahilities of the foreign entity
and translated at the closing rate.

(f) Revenue recognition

Revenue comprises the fair value of the consideration received or
receivable for the sale of goods and services in the ordinary course of
the Group’s activities.

Revenue is recognised when it is probable that the future economic
benefits will flow to the Group and when these benefits 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 retains neither continuing managerial involvement to the
degree usually associated with ownership, nor effective control
over the goods sold;

(i) 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.
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(g) Property, plant and equipment

Property, plant and equipment, other than 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 costs directly attributable to bringing the asset
to its working condition and location for its intended use. Cost may
also include transfers from hedging reserve of any gains/losses on
qualifying cash flow hedges of foreign currency purchases of property,
plant and equipment.

Subsequent costs are included in the asset’s carrying amount or
recognised as a separate asset, as appropriate, only when it is
probable that future economic benefits associated with the item
will flow to the Group and the cost of the item can be measured
reliably. All other repairs and maintenance costs are expensed in the
consolidated statement of comprehensive income during the financial
period in which they are incurred.

Fair value gains on property, plant and equipment are dealt with in
the asset revaluation reserve. Fair value losses are charged to the
profit or loss to the extent that they exceed fair value gains arising
previously on the individual assets. A subsequent fair value increase is
recognised as income to the extent that it reverses a fair value loss of
the same asset previously charged to the profit or loss.

Depreciation is calculated using the straight-line method to allocate
cost or revalued amounts to their residual values over estimated
useful lives. Leasehold buildings are depreciated over a period of 25
to 50 years. Other fixed assets (other than leasehold improvements)
are depreciated over 2 to 20 years. Leasehold improvements, which
are included as part of other fixed assets, are depreciated over the
lease term of 2 to 50 years or their estimated useful lives, whichever
is shorter. No depreciation/amortisation is provided for assets in
progress.

The assets’ residual values and useful lives are reviewed, and adjusted
if appropriate, at each balance sheet date.

An asset’s carrying amount is written down immediately to its
recoverable amount if the asset’s carrying amount is greater than its
estimated recoverable amount.

(h) Investment properties

Investment properties are properties that are held to earn rentals
or for capital appreciation or both. They comprise land held under
operating leases and buildings held under finance leases. Land held
under operating leases is classified and accounted for as investment
property when the definition of investment property is met.
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Investment properties are measured initially at costs, including related
transaction costs. After initial recognition, investment properties are
carried at fair values, with changes in fair values recognised in the
profit or loss. The methods used to determine the fair values of the
investment properties are set out in note 6 to the financial statements.

Subsequent expenditure on an investment property is included in the
asset’s carrying amount only when it is probable that future economic
benefits associated with the item will flow to the Group and the cost of
the item can be measured reliably. All other repairs and maintenance
costs are expensed in the consolidated statement of comprehensive
income.

If an investment property becomes owner-occupied, it is reclassified
as property, plant and equipment and its fair value at the date of
reclassification becomes its cost for accounting purposes.

If an owner-occupied property becomes an investment property
because its use has changed, any difference resulting between the
carrying amount and the fair value of this property at the date of
transfer is recognised as a movement in the asset revaluation reserve.
However, if a fair value gain reverses a previous impairment loss, the
gain is recognised in the profit or loss.

(i) Leases

(i)  Operating leases

Leases where substantially all the rewards and risks of ownership of
assets remain with the lessor are accounted for as operating leases.
Payments made under operating leases, including lease premium for
land held for own use, net of any incentives received from the lessor
are charged to the profit or loss on a straight-line basis over the lease
periods.

(ii) Finance leases

Leases of assets where the Group has substantially all the risks and
rewards of ownership are classified as finance leases. Finance leases
are capitalised at the lease’s commencement at the lower of the fair
value of the leased property and the present value of the minimum
lease payments. Investment properties acquired under finance leases
are carried at their fair value.
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| Notes to the Financial Statements

(i) Intangible assets

(i)  Goodwill

Goodwill arising on the acquisition of subsidiaries and associates
represents the excess of cost of the acquisition over the Group’s
interest in the fair value of the identifiable assets, liabilities and
contingent liabilities acquired. Goodwill is stated at cost less
accumulated impairment losses.

Goodwill acquired in relation to subsidiaries is allocated to cash-
generating units and is presented as an intangible asset in the
consolidated balance sheet. Goodwill acquired in relation to associates
is included in the carrying amounts of the associates.

Goodwill is tested at least annually for impairment and carried at cost
less accumulated impairment losses. Gains and losses on the disposal
of an entity include the carrying amount of goodwill relating to the
entity sold.

(i) Publishing titles

Publishing titles with a finite useful life are stated at cost less
accumulated amortisation and accumulated impairment losses.
Amortisation is calculated using the straight-line method to allocate
the cost of the publishing titles over their estimated useful lives.

Publishing titles with an indefinite useful life are tested at least
annually for impairment. They are stated at cost less accumulated
impairment losses.

Publishing titles that have been fully amortised in prior years have not
been restated. They are included in the financial statements at zero
carrying amounts.

(iii) Software cost

Computer software licences are capitalised based on their purchase
price and direct cost of preparing the assets for their intended use.

Costs associated with maintaining computer software programmes
are recognised as an expense as incurred. Development costs that
are directly attributable to the design and testing of identifiable and
unique software products controlled by the Group are recognised as
intangible assets when the following criteria are met:

- itis technically feasible to complete the software product so that
it will be available for use;

- management intends to complete the software product and use
or sell it;

- thereis an ability to use or sell the software product;
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- it can be demonstrated how the software product will generate
probable future economic benefits;

- adequate technical, financial and other resources to complete
the development and to use or sell the software product are
available; and

- the expenditure attributable to the software product during its
development can be reliably measured.

Directly attributable costs that are capitalised as part of the software
product include the software development employee costs and an
appropriate portion of relevant overheads.

Other development expenditures that do not meet these criteria are
recognised as an expense as incurred. Development costs previously
recognised as an expense are not recognised as an asset in a
subsequent period.

Software costs recognised as assets are amortised using the straight-
line method over their estimated useful lives ranging from five to
seven years.

(k) Impairment of assets

Intangible assets that have an indefinite life are tested at least
annually for impairment. Intangible assets with a finite life and other
property, plant and equipment are tested for impairment whenever
events or changes in circumstances indicate that the carrying amount
may not be recoverable. If any such indication exists, the recoverable
amount of the assets is estimated and where relevant, an impairment
loss is recognised to reduce the carrying amount of the assets to their
recoverabhle amount. Such impairment losses are recognised in the
profit or loss except where an item of property, plant and equipment
has been revalued and the impairment loss does not exceed the
balance in the asset revaluation reserve, in which case the impairment
loss is recognised as a reduction in the asset revaluation reserve.

(I) Financial assets

The group classifies its financial assets in either one of the following
categories: loans and receivables, and available for sale. The
classification depends on the purpose for which the financial assets
were acquired. Management determines the classification of its
financial assets at initial recognition.

(i) Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or
determinable payments that are not quoted in an active market. The
Group’s loans and receivables comprise ‘accounts receivables’ and
‘cash and cash equivalents’ in the balance sheet.
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Accounts receivable are amounts due from customers for merchandise
sold or services performed in the ordinary course of business. If
collection of accounts receivables is expected in one year or less
(or in the normal operating cycle of the business if longer), they are
classified as current assets. If not, they are presented as non-current
assets.

Accounts receivables are recognised initially at fair value and
subsequently measured at amortised cost using the effective interest
method, less provision for impairment.

Cash and cash equivalents includes cash in hand, deposits held at call
with banks, other short-term highly liquid investments with original
maturities of three months or less. Interest income on bank deposits
calculated using the effective interest method is recognised in the
consolidated statement of comprehensive income as part of finance
income.

(ii) Available-for-sale financial assets

Available-for-sale financial assets are investments in equity and
debt instruments that are either designated in this category or not
classified in any of the other categories.

Purchases and sales of available-for-sale financial assets are
recognised on the trade-date - the date on which the Group commits
to purchase or sell the asset. They are initially recognised at fair value
plus transaction costs and subsequently carried at fair value at each
balance sheet date. Changes in the fair value of available-for-sale
financial assets are recognised in other comprehensive income.

When available-for-sale financial assets are subsequently sold or
impaired, the accumulated fair value adjustments recognised in equity
are included in the profit or loss as ‘gains and losses from available-
for-sale financial assets’.

Dividends on available-for-sale equity instruments are recognised in
the consolidated statement of comprehensive income as part of other
income when the group’s right to receive payments is established.
Interest on available-for-sale securities calculated using the effective
interest method is recognised in the consolidated statement of
comprehensive income as part of finance income.
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Impairment of financial assets

(i) Assets carried at amortised cost

The group assesses at the end of each reporting period whether
there is objective evidence that the Group will not be able to collect
all amounts due according to the original terms of receivables. When
such evidence exists, an allowance for impairment is established.
The amount of the allowance is the difference between the asset’s
carrying amount and the present value of estimated future cash flows,
discounted at the original effective interest rate. Impairment loss is
recognised in the profit or loss.

If, in a subsequent period, the amount of the impairment loss
decreases and the decrease can be related objectively to an
event occurring after the impairment was recognised (such as an
improvement in the debtor’s credit rating), the reversal of the
previously recognised impairment loss is recognised in the profit or
loss.

(ii)  Assets classified as available for sale

The Group assesses at the each balance sheet date whether there
is objective evidence that the available-for-sale financial assets are
impaired. If any such evidence exists, the cumulative loss - measured
as the difference between the acquisition cost and the current fair
value, less any impairment loss on that financial asset previously
recognised in profit or loss - is removed from investment revaluation
reserve and recognised in the profit or loss. Impairment losses
recognised in the profit or loss on equity instruments are not reversed
through the profit or loss. If, in a subsequent period, the fair value
of a debt instrument classified as available for sale increases and the
increase can be objectively related to an event occurring after the
impairment loss was recognised in profit or loss, the impairment loss
is reversed through the profit or loss.

(m) Inventories

Inventories are stated at the lower of cost and net realisable value.
Costs of inventories are stated at weighted average cost and 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 price less any
estimated costs to be incurred to completion and disposal.
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(n) Share capital

Ordinary shares are classified as equity. The par value of the shares
issued and fully paid is recognised in the share capital account. Any
excess of proceeds from a new issue of shares (net of any incremental
costs directly attributable to the new issue) over the par value of the
shares issued is recognised in the share premium account.

(0) Accounts payable

Accounts payable are obligations to pay for goods or services that
have been acquired in the ordinary course of business from suppliers.
Accounts payable are classified as current liabilities if payment is
due within one year or less (or in the normal operating cycle of the
business if longer). If not, they are presented as non-current liabilities.

Accounts payable are recognised initially at fair value and
subsequently measured at amortised cost using the effective interest
method.

(p) 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 probable
that an outflow of resources will be required to settle the obligation,
and a reliable estimate of the amount can be made.

A contingent liahilities 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 financial statements. When a change in the probability of an
outflow occurs so that outflow is probable, it will then be recognised
as a provision.
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(q) Employee benefits

(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
consolidated statement of comprehensive income as incurred. For the
DC and Top-up schemes, the amounts charged to the consolidated
statement of comprehensive income 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.
Pension cost are assessed using the projected unit credit method: the
cost of providing pensions is charged to the consolidated statement
of comprehensive income 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 have similar terms as the related liabilities. Actuarial gains and
losses are recognised in the consolidated statement of comprehensive
income 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.

(ii) Share-based compensation

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. The fair value
of the employee services received in exchange for the grant of
options is recognised as an expense in the consolidated statement
of comprehensive income and credited to the employee share-based
compensation reserve. The total amount to be expensed over the
vesting period is determined by reference to the fair value of the
options granted, taking into account the vesting conditions. At each
balance sheet date, the Group revises its estimates of the number of
options that are expected to be vested, and the impact taken to the
profit or loss, and corresponding adjustment to the employee share-
based compensation reserve.

The proceeds received net of any directly attributable transaction
costs are credited to share capital and share premium when the
options are exercised.
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(r) Current and deferred income tax

Income tax expense is the aggregate amount included in the
determination of profit or loss for the year in respect of current tax
and deferred tax.

The tax expense for the period comprises current and deferred
tax. Tax is recognised in the profit or loss, except to the extent that
it relates to items recognised in other comprehensive income or
directly in equity. In this case the tax is also recognised in other
comprehensive income or directly in equity, respectively.

The current income tax charge is calculated on the basis of the tax
laws enacted or substantively enacted at the balance sheet date in the
countries where the company’s subsidiaries and associates operate
and generate taxable income. Management periodically evaluates
positions taken in tax returns with respect to situations in which
applicable tax regulation is subject to interpretation. It establishes
provisions where appropriate on the basis of amounts expected to be
paid to the tax authorities.

Deferred income tax is recognised, using the liability method, on
temporary differences arising between the tax bases of assets and
liahilities and their carrying amounts in the consolidated financial
statements. Deferred income tax is determined using tax rates (and
laws) that have been enacted or substantively enacted by the balance
sheet date and are expected to apply when the related deferred
income tax asset is realised or the deferred income tax liability is
settled.

Deferred income tax assets are recognised only to the extent that it is
probable that future taxable profit will be available against which the
temporary differences can be utilised.

Deferred income tax is provided on temporary differences arising on
investments in subsidiaries and associates, except where the timing
of the reversal of the temporary difference is controlled by the Group
and it is probable that the temporary difference will not reverse in the
foreseeable future.

Deferred income tax assets and liabilities are offset when there is a
legally enforceable right to offset current tax assets against current
tax liabilities and when the deferred income taxes assets and liabilities
relate to income taxes levied by the same taxation authority on either
the taxable entity or different taxable entities where there is an
intention to settle the balances on a net basis.

(s) Dividend distribution
Dividend distribution to the Company’s shareholders is recognised as

a liability in the Group’s financial statements in the period in which the
dividends are approved by the Company’s shareholders.
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3. Key sources of estimation uncertainty

The key assumptions concerning the future, and other key sources
of estimation uncertainty at the balance sheet date, that have a
significant risk of causing a material adjustment to the carrying
amounts of assets and liahilities within the next financial year, are
discussed below.

Defined benefit plan’s assets

Determining the carrying amount of defined benefit plan’s assets
requires actuarial assumptions made in respect of discount rate,
rate of return on plan assets and rate of future salary increases.
Changes to these assumptions could have a significant risk of causing
a material adjustment to the carrying amount in the balance sheet.
Details of these actuarial assumptions are set out in note 26(a) to the
financial statements.

Fair value of investment properties

The valuation of investment properties is performed in accordance
with the “Valuation Standards on Valuation of Properties” published
by the Hong Kong Institute of Surveyors. The valuation is reviewed
annually by qualified valuers by considering the information from a
variety of sources including:

(i) comparable sales transactions as available in the relevant
market; and

(ii) rental income derived from the existing tenancies with due
provision for any reversionary income potential.

Details of the valuation approach adopted for the Group’s investment
properties are disclosed in Note 6 to the financial statements.

4. Revenue and segment information

The chief operating decision-maker has been identified as the
Managing Director and Chief Executive Officer of the Group. She
reviews the Group’s internal reporting in order to assess performance
and allocate resources. Management has determined the operating
segments based on these reports.
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The Group has five reportable segments: newspaper, magazine,
property, music publishing and video and film post-production.
Newspaper segment is engaged in the publication of South China
Morning Post, Sunday Morning Post and other related print and
digital publications. It derives its revenue mainly from advertising
and sales of newspapers. Magazine segment is engaged in the
publication of various magazines in Chinese language and related
print and digital publications. Its revenue is derived from advertising
and sales of magazines. Property segment holds various commercial
and industrial properties in Hong Kong. It also owns advertising
billboards for outdoor advertising. It derives revenue through leasing
out its properties and billboards. Music publishing segment derives
its revenues from the sale of music video and audio discs and its
music publishing rights. Video and film post-production segment
is engaged in the provision of post-production services for movies,
TV commercials and corporate videos. During the year ended 31
December 2008, the Group has disposed of its entire interest in the
music publishing and video and film post-production businesses and
they have been presented as discontinued operations.

The chief operating decision-maker assesses the performance of
the operating segments based on a number of measures, including
earnings before interest, tax, depreciation and amortisation (EBITDA)
and profit or loss after tax. The Group considers that the measurement
principles for profit or loss after tax are most consistent with those
used in measuring the corresponding amounts in the Group’s financial
statements. Hence, profit or loss after tax is used for reporting
segment profit or loss.

The accounting policies of the operating segments are the same as
those described in the summary of significant accounting policies
except that: (i) interest in the profit or loss of associates is accounted
for on the basis of dividend received or receivable in segment profit
or loss while such interest is accounted for under the equity method
in the Group’s consolidated financial statements, (ii) investment in
associates is measured at cost less accumulated impairment losses
in segment assets while such investment is accounted for under
the equity method in the Group’s consolidated financial statements
and (iii) the segment asset for Magazine includes a publishing title
measured at recoverable amount. Such publishing title has not been
recognised in the consolidated financial statements as the publishing
title was internally generated by the Group.

The Group’s reportable segments are strategic business units that
offer different products and services. They are managed separately
because each business requires different marketing strategies.
Transactions between reportable segments are accounted for on arm’s
length basis.
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M%ﬁ PERERNEEMEA RS (RIERE - - Turnover consists of revenue from all of the Group’s reportable
¥ B2LRARSEREREREES ) 2 s R E AR segments, which comprise newspaper, magazine, property, music
ElZHﬂZﬁn&Tﬁ S BERVMERERIFE ZFIESE 2 TE i publishing and video and film post-production segments, as well as
DHBRE - BE_ZEZNFRER_ZEZENF+_A=+—HLHF other segments whose contributions to the Group’s revenue and profit
[E 2 EEE D R A740,667,0007 7T K1,045,302,00078 7 ° or loss are below the quantitative threshold for separate disclosures.

The turnover for the year ended 31 December 2009 and 2008 were
HK$740,667,000 and HK$1,045,302,000 respectively.

RERE - HEhEMHY s RaREERE = RREYK Revenue from newspapers, magazines and other publications included
HE@‘%FHEZH&ZEZSSQOOO/%E (ZZZ)\F : 7,654,000/87C) ° revenue of HK$7,859,000 (2008: HK$7,654,000) arising from

exchanges of goods or services with third parties.

EEKREEABESHUREAE - MBREARE DS Substantially all the activities of the Group are based in Hong Kong
DZOEERMT and below is segment information by reportable segments:
() ARESFER (a) Reportable segment profit or loss
BEREERY BRLEBERE
Continuing operations Discontinued operations
HEEE $#ER  BRLEEE
£ FREmueE RE#R
BEIIAETIAZT-H Total from Epdul Videoand  Total from
JI:3:4 gE B U FEHER  continuing Music filmpost-  discontinued @i
For the year ended 31 Decemher 2009 Newspaper Magazine Property All other operations publishing production operations Total
#RTT #RTR #RTR #RTR #RTR #RTR #RTR BRTR BRTR
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
AR Total segment revenue 590,969 134,085 24,428 129 749,611 - - - 749,611
SEEZME Inter-segment revenue (445) (8,499) - - (8,944) - - - (8,944)
SRERZEE
Revenue from external customers 590,524 125,586 24,428 129 740,667 - - - 740,667
Bk A Finance income 233 88 - 792 1,113 - - - 113
HERES
Depreciation and amortisation (53,552) (1,457) (1,753) - (56,762) - - - (56,762)
Fir 8 Income tax (3,714) (6,515) (24,584) - (34,813) - - - (34,813)
THEFHRF
Reportable segment profit 21,292 677 126,715 4,225 152,909 - - - 152,909

BECTT/\FTZA=1-ALEE
For the year ended 31 December 2008

D ERBINE Total segment revenue 851,431 160,348 27,667 4,629 1,044,075 2275 5,254 7529 1,051,604
P EBRE 2 YLz Inter-segment revenue (151) (5,851) (200) (99) (6,301) - i) i) (6,302)
PREP 2 Mia

Revenue from external customers 851,280 154497 27,467 4530 1,037,774 22715 5253 7528 1,045,302
BHEUTA Finance income 2533 584 - 78 3195 - 7 7 3202
BT & Finance cost - (1,054) - - (1,054) - - - (1,054)
FEREH

Depreciation and amortisation (52,060) (1,510) (237) - (53,807) (6) (56) (62) (53,869)
FT/5 8% Income tax (27,200) (8,132) 13,776 i) (21,557) - - - (21,557)
REHHEF /(BB

Reportable segment profit/(loss) 161,953 14,224 (44,720) 2,817 134,274 48,358 3,055 51,413 185,687
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(b) AHESBER (b) Reportable segment information
BENERY BREBERE
Continuing operations Discontinued operations

BERE $#ER  BRILEE

ERd FREnLE ERu
BEZIAET-A=t-R Total from BRHE Videoand  Total from
LEE BE : nE FMEHM  continuing Music film post-  discontinued @it
For the year ended 31 Decemher 2009 Newspaper Magazine Property All other operations publishing production operations Total

ARTR ARTR ERTR ARTR ERTR ERTR ERTR ERTR ERTR
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

FE L E)Z & Interests in associates 66,491 - - 6,654 73,145 - - - 73,145
BHMF capital expenditure 20,550 931 13,544 - 35,025 - - - 35,025
RZSSAE+ZA=+-H

ZURENBEE
Reportable segment assets as at

31 December 2009 948,878 119,561 1,139,019 210,587 2,418,045 - - - 2,418,045

HE-ZZ\E+_A=1—HIL%E
For the year ended 31 December 2008

B\ A 2 TESS Interests in associates 66,308 - - 6,654 72,962 - - - 72,962

BAREY Capital expenditure 16,101 1,499 150 - 17,750 - 35 35 17,785

R-ZE\F+=A=1-H
ZARENHEE
Reportable segment assets as at
31 December 2008 1,053,662 131,985 989,940 118,689 2,294,276 - - - 2,294,276
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(0 ARESHBEFREZFRAEERR (c) Reconciliation of reportable segment profit or loss to profit
for the year

BE+-A=t+—HILFE

For the year ended 31 December

2009 2008
BT BT T
HK$’000 HK$'000
SR LSS TS Continuing operations:
AR o 2B EF Profit for reportable segments 148,684 131,457
P E b E & F Profit for all other segments 4,225 2,817
152,909 134,274
$BRIE B Reconciling items:
BEESSTHAEGHRE AR (BE), AT
Share of (losses)/profits of associates under equity method of accounting (3,434) 1,187
U R Bk 4% X B BB, Dividend received from associates (1,401) (1,559)
(4,835) (372)
BB E TS EF) Profit from continuing operations 148,074 133,902
248 |48 & %75 Discontinued operations:
AR 5 ZE K] Profit for reportable segments - 51,413
24 B F| Profit for the year 148,074 185,315
(d) AIRESDEEHELEEHRSE (d) Reconciliation of reportable segment assets to total assets

BE+-A=1+—HLEEE

For the year ended 31 December

2009 2008
BETT BT
HK$’000 HK$'000
FrE al & 9 BB & EE Assets for all reportable segments 2,207,458 2,175,587
Fi B fh 2B E E Assets for all other segments 210,587 118,689
2,418,045 2,294,276
$BRTE B Reconciling items:
IRIRR AR R5HRE BB A2 A5 2w
Interests in associates at cost less accumulated impairment losses (73,145) (72,962)
RIEEESTHEMEHE AR 2 Emx
Interests in associates under equity method of accounting 46,451 53,334
84 BB EE A 2 HRREHE Elimination of an internally generated publishing title (7,000) (7,000)
(33,694) (26,628)
42& ETotal assets 2,384,351 2,267,648
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5. WE  BREEGE 5. Property, plant and equipment
%H
Group

HEETF HtEEEE EEEE

Leasehold Other fixed Assets in #st

buildings assets progress Total

BT T BT T BT T BT

HK$'000 HK$'000 HK$'000 HK$'000

RZ=ZZ)\F—H—H At1January 2008
FX Ak {f1E Cost or valuation 308,868 1,028,684 2,249 1,339,801
Z2EME RAEESE
Accumulated depreciation and impairment losses (87,511) (718,083) (53) (805,647)
RZBEZNF-—A—BZEEFE
Net book value at 1 January 2008 221,357 310,601 2,196 534,154
RZZEZN\F—A—HZE®EFE
Net book value at 1 January 2008 221,357 310,601 2,196 534,154
NE Additions - 8,717 7,086 15,803
& Disposals - (66) - (66)
£ Fff B8 /A 7] Disposal of subsidiaries - (517) - (517)
B % Transfer - 5,390 (5,390) -
EEF IR EYE Reclassification to investment properties (1,530) - - (1,530)
#TE Depreciation (6,427) (38,891) - (45,318)
[E %, 7 2 Translation differences - 54 - 54
R-ZEZN\F+-_A=Z+—BZEmFE
Net book value at 31 December 2008 213,400 285,288 3,892 502,580
RZ=ZFZ)\F+=F=+—H At 31 December 2008
FXZN S % 1B Cost or valuation 299,411 883,594 3,892 1,186,897
REIE RRERE
Accumulated depreciation and impairment losses (86,011) (598,306) - (684,317)
R-ZBETZENFE+-A=+—HBHZEmFE
Net book value at 31 December 2008 213,400 285,288 3,892 502,580
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&0
Group
HEEF HthEEEZE EEEE
Leasehold Other fixed Assets in ot
buildings assets progress Total
BB T BT BT BB
HK$'000 HK$ 000 HK$ 000 HK$'000
RZZZTNF—H—H At1January 2009
FR AR SR & 1B Cost or valuation 299,411 883,594 3,892 1,186,897
R E RREER
Accumulated depreciation and impairment losses (86,011) (598,306) - (684,317)
RZZEENF—A—HBZEEFE
Net book value at 1 January 2009 213,400 285,288 3,892 502,580
RZZEZNF-—A—BZEEFE
Net book value at 1 January 2009 213,400 285,288 3,892 502,580
NE Additions - 16,160 15,280 31,440
& Disposals - (1,564) (1,763) (3,327)
JREETE Impairment loss - (265) (265)
R Transfer - 16,137 (16,137) -
KEREMEEFHE
Reclassification from investment properties 12,600 - - 12,600
HTE Depreciation (6,758) (40,621) - (47,379)
P& 52 £ Translation differences 8 4 12
R-BZNF+-A=+—HZEEFE
Net book value at 31 December 2009 219,242 275,143 1,276 495,661
WZZTZTNF+= A =+—HAt 31 December 2009
AN 3k f& {B Cost or valuation 312,011 879,817 1,276 1,193,104
RBITERREESE
Accumulated depreciation and impairment losses (92,769) (604,674) - (697,443)
RoBEAF+ZAS+—AZEEFE
Net book value at 31 December 2009 219,242 275,143 1,276 495,661
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HitBEEEERRBELEE BEERAEREUANEE
EWETRE-

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

%=E
Group
HeETF HttEEEE EERE
Leasehold oOther fixed Assets in #st
buildings assets progress Total
BEET T BT T BT T BT T
HK$'000 HK$'000 HK$ 000 HK$'000
RZZBZNFTZA=+—AZEARGEEIT
Analysis of cost and valuation as at 31 December 2009:
PN At cost 302,816 879,817 1,276 1,183,909
1B — — LALZE4F At valuation - 1990 9,195 - - 9,195
312,011 879,817 1,276 1,193,104
RZEZENFTZA=+—BZRARGEEDT :
Analysis of cost and valuation as at 31 December 2008:
AN At cost 290,216 883,594 3,892 1,177,702
1B — — LU At valuation - 1990 9,195 - - 9,195
299,411 883,594 3,892 1,186,897

R—hAZEF AEBEP-—EREEFHEBLEEGEEM
Knight Frank Kan & BaillieulAZ R ARMESEERENALE
&+ 4{B4A9,1950008 7T - AEEHEM T H B ERE 169
FLOABR 2 HBIEX  HZERBEAFNUBRERPUERGEZ
BHEIREZEETMECHER - WEZHEBEFURKNER
ER2BTE - AIZHERT 2 REERIAL1,907,0008 7T (=
TZ)\F : 2,254,000/87C) FIIH ©

One of the Group’s leasehold buildings was revalued in 1990 by
Knight Frank Kan & Baillieu, an independent professional valuer, at
HK$9,195,000, being their open market value based on their existing
use. No subsequent revaluation was carried out as the Group has
adopted the exemption provision of paragraph 80A of HKAS 16, of not
making regular revaluations by class of those assets stated at revalued
amounts based on revaluations which were reflected in prior year’s
financial statements. Had such leasehold building been carried at cost
less accumulated depreciation, the carrying value of such leasehold
building would have been stated at approximately HK$1,907,000
(2008: HK$2,254,000).
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6. BEME 6. Investment properties
&E
Group
2009 2008
BETT BT
HK$'000 HK$'000
—A—H At1January 986,100 1,040,100
NE Additions 81 150
BEFHE (B)/ ReHERFRIAS
Reclassification (to)/from leasehold buildings and lease premium for land (113,000) 27,000
AFEWES,(E8) Fair value gain/(loss) 134,919 (81,150)
M+=H=+—H8 At 31 December 1,008,100 986,100
NEBRZREYESE Particulars of investment properties held by the Group
M3 property 5 Type FAH Lease term
() BBPREBBERIFEBBITRO20RAERAE 221« 22 %235 ABEAL FENEY V=K I) K Long
20th and 21st Floors and Car Parking Spaces Nos. 21, 22 and 23 on 4th Floor, Offices and car parking
Bank of America Tower, 12 Harcourt Road, Central, Hong Kong spaces
(i) BENEHERBESESELENEBEM T TiH 8 #HA Medium
Ground Floor, Block B, Ko Fai Industrial Building, 7 Ko Fai Road, Yau Tong, Workshop unit
Kowloon, Hong Kong
(i) BBEFAGLOBREEKEB 2B KESEZR ZEEME A HA Medium
Clear Water Bay Studio, Clear Water Bay Road, A Kung Wan, Hang Hau, Vacant property
New Territories, Hong Kong
vy B8AREEEsT TR AECESE IT¥XRE 7 Hi Medium

8th Floor of Block C, Sea View Estate, 8 Watson Road, North Point, Hong Kong Industrial building
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ZEREMECHBYUEEHEMABRTARAR (BRR
17) ETHE - REMENBEDREEEHNEMBRMGN [F
MMEGENGERE] 7T RRESTEEERHBEN
BREE)  KEHERILAE  BERLEFBEBIT
NFEITEE 2TIGHER  ERTFXZFRREERRRY
EMES A Z AR - BRRITE 2R ™IS 2 7T LK
ERX5 % (WER) KRERBEROZASRAERNL - ¥R
ERMEROMBR2BECERAFLEERE  SHAKEZ
REMEME -

REBEEZZEZAF+_A=+—HLLFE  KEE2EREEXE
MBEHEEHESWA ZIREY S| B 2 B & & B 306,000
BT (ZEENEF 1061000;‘%7%) MATELERSRAZ
WEYES|I Rz B LB B 36980008 (ZTT/\F
3,740,000/ 7T) °

RZBEAF+ZA=+—H AEERBEREWERZTA
R EHE 2 RRRERERUGIRAFENT

The investment properties were valued by DTZ Debenham Tie Leung
Limited (“DTZ"), an independent professional valuer. The valuation
of investment properties is performed in accordance with the
“Valuation Standards on Valuation of Properties” published by the
Hong Kong Institute of Surveyors, which defines market value as “the
estimated amount for which a property should exchange on the date
of valuation between a willing buyer and a willing seller in an arm’s
length transaction after proper marketing wherein the parties each
acted knowledgeably, prudently and without compulsion”. DTZ has
derived the valuation of the Group’s investment properties by making
reference to comparable sales transactions as available in the relevant
market or where appropriate, by capitalising the rental income derived
from the existing tenancies with due provision for the reversionary
income potential of the properties.

For the year ended 31 December 2009, direct operating expenses
of HK$306,000 (2008: HK$1,061,000) arising from investment
properties that generated rental income and HK$3,698,000 (2008:
HK$3,740,000) arising from investment properties that did not
generate rental income were charged to the consolidated statement of
comprehensive income.

As at 31 December 2009, the Group’s total future minimum rental
receivables under non-cancelable operating leases for its investment
properties are as follows:

%8

Group
2009 2008
B¥TT BEET T
HK$’000 HK$'000
TBiE—4F Not later than one year 17,950 14,751
BB —FBTEBBAF Later than one year but not later than five years 7,597 13,267
25,547 28,018

7. i & 7. Lease premium for land

1|

Group
2009 2008
BRETT BT T
HK$’000 HK$'000
B—A—H At1January 13,969 31,588
E & Revaluation - 8,436
BHOHEKB (F) LEWE Reclassification from/(to) investment properties 100,400 (25,470)
55 Amortisation (1,248) (585)
M+=H=-+—8 At 31 December 113,121 13,969

SCMP Group Annual Report 2009
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AEBEZHEL MERDIEBNLCEHERE  HEMFES The Group’s interests in leasehold land represent prepaid operating
HranT lease payment and their net book value are analysed as follows:
2009 2008
BETT BT
HK$’000 HK$'000
REBEHE ZYE © In Hong Kong held on:
FHNF+FZ=FH 1+ Leases of between 10 to 50 years 113,121 13,969
8. EiLEE 8. Intangible assets
&8
Group
HtiEpEE
H R E [ L 5% 3 Other EREE
Publishing Software intangible Assets in #st
titles costs assets progress Total
BT BT BT BT BT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

R-ZTZE)\F—HF—H At1January 2008

XA Cost 1,820,000 57,097 - 514 1,877,611
ZFEH$Y Accumulated amortisation (1,820,000) (28,069) - - (1,848,069)
BRHESHE Net book value - 29,028 - 514 29,542

REZZNF—A—BZEEHE

Net book value at 1 January 2008 - 29,028 - 514 29,542
NE Additions - 62 - 1,770 1,832
EH P4 #H Reclassification/transfer - 1,158 1,320 (1,158) 1,320
54 Amortisation - (7,645) (321) - (7,966)
IE %, 7Z 2 Translation differences - 2 - Q) 1
R-BENFE+-A=+—HZEmEE

Net book value at 31 December 2008 - 22,605 999 1,125 24,729

R-ZZ)\F+ = A =+—H At 31 December 2008

AN Cost 1,820,000 58,317 1,320 1,125 1,880,762
Z2 5% 85 Accumulated amortisation (1,820,000) (35,712) (321) - (1,856,033)
BRI /F{E Net book value - 22,605 999 1,125 24,729
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£H
Group
HtiEREE
HARER RERF Other EEEE
Publishing Software intangible Assets in st
titles costs assets progress Total
BT BETT BETT BETT BETT
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
RZZZNF—A—H At1January 2009
AR Cost 1,820,000 58,317 1,320 1,125 1,880,762
ZAEESH Accumulated amortisation (1,820,000) (35,712) (321) - (1,856,033)
BREDF B Net book value - 22,605 999 1,125 24,729
\ZEENF—A—HZEREFHE
Net book value at 1 January 2009 - 22,605 999 1,125 24,729
NE Additions - 1,625 - 1,879 3,504
& Disposal - (178) - (776) (954)
EHDHE BB Reclassification/transfer - 1,877 - (1,877) -
B4 Amortisation - (8,109) (26) - (8,135)
ER%% Translation differences - 3 - 18 21
RZEBEENF+_A=+—HZEEFE
Net book value at 31 December 2009 - 17,823 973 369 19,165
RZZTZTNF+=H=1+—H At 31 December 2009
PN Cost 1,820,000 61,513 1,320 369 1,883,202
ZFE#ESE Accumulated amortisation (1,820,000) (43,690) (347) - (1,864,037)
AREDF B Net book value - 17,823 973 369 19,165
9. HEARZER 9. Interests in subsidiaries
N
Company
2009 2008
BETT BT
HK$’000 HK$'000
JE E TR {7 X ANE Unlisted shares, at costs - _
e Y B A F1BR X Amounts due from subsidiaries 1,353,528 1,384,747
1,353,528 1,384,747
FERHI B AR AERIF £ AFEBRERBEE - The amounts due from subsidiaries are unsecured, interest-free and
will not be demanded for repayment.
FEMBRRZFBHR M EHRERME2 - Details of the principal subsidiaries are set out in Note 32 to the

financial statements.
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10. BiEQRIZHERZ 10. Interests in associates
1|
Group
2009 2008
BRETT BT T
HK$’000 HK$'000
BEAR
Associates
[EIGEEFE (TERIEEE) Share of net assets other than goodwill:
G TR Shares listed overseas 38,231 42,673
FE LMD Unlisted shares 4,810 5,455
43,041 48,128
2 Goodwill 6,319 6,047
JE{<H B 22 /X B FRIE Amounts due to associates (2,909) (841)
46,451 53,334
it —MRRE EmBE AR RN 2 ATFE
Fair value of shares held in a listed associate in Thailand 115,992 139,331
JEEEE R R AEER - 2B BN ERIGERE - The amounts due to associates are unsecured, interest-free and will
not be demanded for repayment.
REEBENR CHMEERBEHI AT Summarised financial information in respect of the Group’s associates
is set out below:
%£H
Group
2009 2008
BT BT T
HK$’000 HK$'000
488 EE Total assets 445,499 465,794
428 {F Total liabilities (254,302) (253,612)
JF A E Net assets 191,197 212,182
REE B EIHESE N F)F A E Group’s share of associates’ net assets 43,041 48,128
%= Revenue 380,191 409,287
REFE (B518), B7F (Losses)/profits for the year (19,574) 4,814
FRREBEEERE AR (FI8),/ B7F| Group’s share of associates’ (osses)/profits for the year (3,434) 1,187
FERE DT ZFIEHREI SRR 32 Details of the principal associates are set out in Note 32 to the

financial statements.

95

SCMP Group Annual Report 2009




I #8915 B 3% | Audited Financial Statements

96

W #F W | Notes to the Financial Statements

11. A HECEMEE

11. Available-for-sale financial assets

HiE %@
At market value Group
2009 2008
BETT BT
HK$’000 HK$'000
BB _ TR Equity shares, listed in Hong Kong 176,877 105,074
Fr sk bz 2 TTHERZEYE Guaranteed notes denominated in US$, listed in Singapore 24,118 -
200,995 105,074
12. #8 12. Inventories
£m|
Group
2009 2008
BETT BT T
HK$’000 HK$'000
[R#} Raw materials 18,557 38,904

FARERR/FAX 2 FEK A R71,953,0008 T (ZFT/)\F :

98,268,000/ 7T ) ©

SCMP Group Annual Report 2009

HK$71,953,000 (2008: HK$98,268,000).

The cost of inventories recognised as expense during the year was
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13. BN FRIE
AEBGKTHESEFNEHYERBRALEZNTHE @ BK
FIEZEREOTTMOT

13. Accounts receivable
The Group allows an average credit period of 7 to 90 days to its trade
customers and an ageing analysis of accounts receivable is as follows:

£H
Group
2009 2008
e BoL L ERad
Balance Percentage Balance Percentage
BETT % BEET T %
HK$’000 % HK$'000 %
IR B8 Current 89,280 55.7 108,971 57.6
BWHI R =4 H Less than 30 days past due 19,557 12.2 12,341 6.5
BHI=+—HZ /<1 H 31to 60 days past due 34,209 21.4 40,221 21.3
BN+ —HZ=1H 61to 90 days past due 11,769 7.3 20,344 10.8
#HEIZ L+ B Over 90 days past due 5,375 3.4 7,226 3.8
4%F Total 160,190 100.0 189,103 100.0
Sk BB S Less: Allowance for impairment (3,471) (1,675)
156,719 187,428

FEM R IE 2 BRIEE Ty SR N PEARE -

42 360 BR N A 1 IR RL(E 2 B UGB A89,024,00008 T (ZEEN
F :108,870,00087T) - XS EHMA KR LI HEERZHE 2
B o

K& A BMERLBRREZ BEFORZREDOTIOT

The carrying amounts of the accounts receivable are reasonable
approximation of their fair values.

Accounts receivable that are neither past due nor impaired amounted
to HK$89,024,000 (2008: HK$108,870,000). These balances relate to
a wide range of customers for whom there was no recent history of
default.

Below is an ageing analysis of accounts receivable that are past due as
at the reporting date but not impaired:

%@

Group
2009 2008
BETT BT
HK$’000 HK$'000
WHIV =+ H Less than 30 days past due 19,353 12,248
#BHA=+—HZ 751+ H 31to 60 days past due 33,671 40,120
#HI7NT—HZE N+ H 61 to 90 days past due 11,458 20,288
#HAZ P L+ B Over 90 days past due 3,213 5,902
B HA{B & H IR R E 2 FE IR SR IE 4858 Total accounts receivable past due but not impaired 67,695 78,558

B3 B4 o 1 TR R 2 BN SR S A S BRI A AR R A
ERRE 2 456 - ZERBEBHBEEZ RS RS RRTRR
YR o

SCMP Group Annual Report 2009

Accounts receivable past due but not impaired represent balances
that the Group considered to be fully recoverable based on past
experience. A portion of these balances is secured by cash deposit
placed by customers or bank guarantees.
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FRNOREREBIEBNOT

The movements in the allowance for impairment during the year are
as follows:

=HE

Group
2009 2008
BETT BT T
HK$’000 HK$'000
M—HA—H At1January 1,675 3,190
2 VEL BB # Impairment provision made 3,478 2,095
R AT Y 185 F LA SS 2 € %8 Amounts written off as uncollectible (854) (664)
£ 8 [0] )8 (B 15 Impairment provision reversed (828) (2,946)
R+ = A=+—H At 31 December 3,471 1,675

AN B 2 8 R R (4 E AR IR A RE TR L AT mN 1 - i BRFORME
BT REL AR F A TE L 2 B - MIERE 2 IR
BRER-BREFRARNBRRMZER  MARBERRZEFRR
A REEEA YD

The Group assesses its accounts receivable individually to determine
their recoverability and the allowance for impairment account is used
to record the provision made as a result of such assessments. The
ending balance of the allowance for impairment represents accounts
that were past due over an extended period of time and the Group
considers that they may not be recoverable.

14. B X 14. Share capital
KERLT
Group and Company
2009 2008
BETT BT T
HK$’000 HK$'000
SATE MR Authorised:
5,000,000,000% &M E{E0.1078 7T 5,000,000,000 shares of HK$0.10 each 500,000 500,000
B3 R B UM Issued and fully paid:
1,560,945,596% (—ZFZT)\4F : 1,560,945,5960% ) FIXEE0.10/5 7T
1,560,945,596 (2008: 1,560,945,596) shares of HK$0.10 each 156,095 156,095

FR - ARBRE - RBRERTE - ZABEERE (T5131))
RZZBZRFAA-THR ((RGBH)) EARRRRBFX
g LEEs -

RBEFE - ARREFSARKBERET AR RLEEAME
RAZENEZBREEXNITES ((TTHRAR]  URBAR
AR o TTHA B BAB R MBS HERRE - BIRFH
2 BERETTRELE-—FARRNBH+FER (=%
—RNFRAZ+EHRA) &RITE -

FRC REFBUEBEABRERL 176 EHEIER R
“REAFEFT A=+ B FEITEEEM W ARTTE 2B
T -

During the year, the Company had a share option scheme (the
“Scheme”) which was approved at the annual general meeting of the
Company held on 25 May 2006 (the “Adoption Date”).

Under the Scheme, the Board of Directors of the Company 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”). No consideration is required to be paid
by the Executive upon acceptance of the options. Under the Scheme,
no option may be exercised earlier than one year after it has been
granted or later than ten years after the Adoption Date, i.e. 25 May
2016.

During the year, no share option was granted, exercised, cancelled or
lapsed under the Scheme. No share option was outstanding under the
Scheme as at 31 December 20009.

SCMP Group Annual Report 2009
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15. GEfl
@ £H8

AEEBE_ZTNER_TT/\F+_A=T-HLEFEZ
REZPERBRBARZGARAEHRA

AEEBZBABKRDE-NMNEEFAEESERBANBAR
ZBMEEBHARBMETZ BB NHMEE - BERRES

&2 B o

15. Reserves
(@) Group

Movements of the Group’s reserves for the year ended 31 December
2009 and 2008 are presented in the consolidated statement of
changes in equity on page 64.

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 less dividend distributions.

(b) 27 (b) Company

BRiaE WARER R®EER
Share Contributed Retained #at
premium surplus profits Total
BEET T BT T BT T BT T
HK$'000 HK$'000 HK$'000 HK$'000
RZZTZE/)\F—H—H At1 January 2008 40,971 1,143,550 19,241 1,203,762
R B F| Profit for the year - - 275,252 275,252
2T HEREMC B K 2007 final dividend distribution - - (156,095) (156,095)
—2T N\ G RS B 5k 2008 interim dividend distribution - - (93,657) (93,657)
M -ZZT)\F+ - F=+—H At 31 December 2008 40,971 1,143,550 44,741 1,229,262
RZZTZTNF—HF—H At January 2009 40,971 1,143,550 44,741 1,229,262
KA 2R Profit for the year - - 202 202
ZTT)\FREE B 5K 2008 final dividend distribution - - (31,219) (31,219)
—ETHEHEIIR B 2K 2009 interim dividend distribution - - - -
RZZZNF+=H=+—H8 At 31 December 2009 40,971 1,143,550 13,724 1,198,245

ARRBZBABBTIHA-NNEFAEEEAREL - 5ARQ
AlZE RO EERMBBZINBARRBEARZAEHEE
FEZZR - BB EDIKR 2B - RIBAFEZED - &
ABBRANETERTAIRTHRRE

AN AN R A 2 B9 S (840,971,000 T (ZEE N\ F
40,971,00078 70) A]ZEEERM AT FIRRD 2k - SRR IS A A
RIZREERE -

SCMP Group Annual Report 2009

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
consolidated net asset value of the acquired subsidiaries and associate
less dividends distribution. 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 (2008:
HK$40,971,000) can be distributed as fully paid-up bonus shares or
applied towards eliminating the retained losses of the Company.

99



I £ 9% B B 3% | Audited Financial Statements

W #F W | Notes to the Financial Statements

16. EEFRSMAR
EEFEHEERAAGEIRNEHEZER T B/ RI65% (ZF
T)\F 1 16.5%) (EZEGETE o

BEEFRSHEERZZEHIT

16. Deferred income tax liabilities

Deferred income tax liabilities are calculated in full on temporary
differences under the liability method using a principal taxation rate
of 16.5% (2008: 16.5%).

The movement on the deferred income tax liahilities account is as
follows:

=E

Group
2009 2008
BETT BT T
HK$’000 HK$'000
A—HA—H AtlJanuary 125,861 151,408

REZREFE /(GFA) (k1)

Charge/(credit) to profit for the year (note 21) 19,447 (26,898)
Bz Charge to equity - 1,351
+=HA=+—H At 31 December 145,308 125,861

BEEMBEHEERAR (REERFA—HE AR Z &) 1

The movements in deferred income tax assets and liabilities (prior to

FERNZEEBMOT : offsetting of balances within the same taxation jurisdiction) during the
year are as follows:
&8
Group
MERIFRE VMELTFERS
BIEFRRRAR Accelerated tax Fair value gains on Hith a5t
Deferred income tax liabilities depreciation properties Others Total
2009 2008 2009 2008 2009 2008 2009 2008
BETT BT B%TRX A¥Tr #¥FrT BTt 8%TRT A%t
HK$’000 HK$'000 HK$’000 HK$'000 HK$’000 HK$'000 HK$'000 HK$000
®—HA—H At1January 89,909 99,140 41,537 56,079 1,472 1,998 132,918 157,217
REFREF (A, Mk
(Credit)/charge to profit for the year (5,841) (9,231) 22,204 (15,893) (363) (526) 16,000 (25,650)
BREZSHIE Charge to equity - - - 1,351 - - - 1,351
M+ =8 =-+—H At 31 December 84,068 89,909 63,741 41,537 1,109 1,472 148,918 132,918
£H
Group
BIEFRBSMEE 1% i RESGKR Hith &t
Deferred income tax assets Provisions Tax losses Others Total
2009 2008 2009 2008 2009 2008 2009 2008
BETRT B¥Tr B%TRT BB T B¥TRT B%Trx BBTRT BBt
HK$’000 HK$'000 HK$’000 HK$'000 HK$'000 HK$'000 HK$'000 HK$ 000
R—A—H At1January (449) (507) (6,608) (5,236) - (66) (7,057) (5,809)
REERBFING (GTA)
Charge/(credit) to profit for the year (124) 58 3,571 (1,372) - 66 3,447 (1,248)
M+ =H=-+—H At 31 December (573) (449)  (3,037)  (6,608) - - (3,610) (7,057)
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%=E

Group
2009 2008
BETT ok e
HK$’000 HK$'000
EIEFTIS L B & Deferred income tax liabilities 148,918 132,918
IEIE AT/S & B Deferred income tax assets (3,610) (7,057)
145,308 125,861

EEHLECHEBBEECHENRRIESSEBARKER
MAFRERE  REMSHEETHER - AEE M FE
A VB B R A SR B U IR 88 2 R RE R B IE B5 98 5263,373,0008
T (ZZZ)\F 1 245,147,000/ 70) : 2 SHMIEEEBZEmA 8
W

Deferred income tax assets are recognised for tax loss carry forwards
to the extent that the realisation of the related tax benefit through
future taxable profits is probable. The Group has unrecognised tax
losses of HK$263,373,000 (2008: HK$245,147,000) to carry forward
against future taxable income; the expiry dates of these tax losses are
shown as follows:

=1L

Group
2009 2008
BT BT T
HK$'000 HK$'000
— /@M Expiring within one year 3,136 4,309
L _F R ERFE M Expiring in the second to fifth year 81,698 53,075
E R F1% After the fifth year 178,539 187,763
263,373 245,147

17. Bt RER B AR
ENFEREARERE TIRERAIILZEARE

17. Accounts payable and accrued liabilities
Included in accounts payable and accrued liahilities are the following
accounts payable by invoice date:

£E
Group
2009 2008
e [=}7]:4 Hg BHL
Balance Percentage Balance Percentage
BETT % BT T %
HK$’000 % HK$’000 %
ZZ=++H 0to30days 16,583 57.7 26,643 77.1
=+—HZE731+H 31t0 60 days 6,428 22.4 4,121 11.9
NtT—HZEN+H 61to 90 days 2,714 9.4 2,208 6.4
% N1+ B over 90 days 3,026 10.5 1,595 4.6
JRE <} FRIE 4258 Total accounts payable 28,751 100.0 34,567 100.0
FEET B & Accrued liabilities 70,699 107,899
FERFIAERER B EBRE
Total accounts payable and accrued liabilities 99,450 142,466

N AZ BREEDREAHERS

SCMP Group Annual Report 2009

The carrying amounts of accounts payable are reasonable
approximation of their fair values.
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18. AT R 18. Staff costs
%E
Group
2009 2008
BETT BEET T
HK$’000 HK$'000
BEBEEXBZRIBET (BEESME (MiXa@))
Staff costs for continuing operations (including directors’ remuneration (note (a)))
T & K ¥+ Wages and salaries 299,482 350,751
KREA 2B FHBH unutilised leave pay 3,057 1,812
IRRS A AR — EREHL R ETEI Pension costs - defined contribution plans 15,033 16,182
B0 BORUHEFR Less: Forfeited contributions (485) (1,040)
SRR AN — F R FGETE] Net pension costs - defined contribution plans 14,548 15,142
RIRSBA (X)) — REFzTE (MitE26()
Pension income/(expense) - defined benefit plan (note 26(a)) 6,472 (12,296)
323,559 355,409
() E=M< (a) Directors’ remuneration
FREMMEMNTFARAES 2 EZEN T ¢ The aggregate amounts of remuneration paid or payable to Directors
of the Company during the year are as follows:
2009 2008
BETT BRI
HK$’000 HK$'000
% Fees:
HITEE Executive - i
FEHITEE Non-executive 1,443 910
H A€ other emoluments:
< -~ ERL N IEIR © FIZE salaries, allowances and benefits in kind 2,646 1,518
RIRETBI LR Retirement scheme contributions 60 60
25 K FEAHFEAT Bonuses paid and payable - 405
4,149 2,893
FREEZMEN T THIEE The remuneration of the above Directors fell within the following
band:
2009 2008
Z 7T — 1,000,000 7T HK$Nil - HK$1,000,000 8 8
1,500,001 7T — 2,000,000/ 7T HK$1,500,001 - HK$2,000,000 - 1
2,500,001/ 7T — 3,000,000 7T HK$2,500,001 - HK$3,000,000 1 -
9 9
BEZEEREBEIMNTHNESRENERSFRNZME - There was no arrangement under which a Director waived or agreed

to waive any remuneration in respect of the year.
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FRAENKENFBIIERTES 2 EFRE4943,0008 T
(ZZZT\F : 700,000 7T) ° FREAIENTITE B IEE
H&HXZ%%%@%Z%%O 000 7T (ZZZ /A4 : 210,000 7T) °
BEXFEN  RZSSZAFHED N REMEME S T IE
HITESE - AQBIMEFNTES (BEBYIIFNTES) 5

Directors’ fees paid or payable to Independent Non-executive Directors
during the year were approximately HK$943,000 (2008: HK$700,000).
Directors’ fees received or receivable by other Non-executive Directors
during the year amounted to HK$500,000 (2008: HK$210,000).
Save from the aforesaid, there were no other emoluments paid or

Eiﬁéﬁé_?f)\ﬁJr A=+—RHILFEEE0e R2HE payable to Non-executive Directors in 2009. For the year ended
MEET  HFNZESKRERZEGZME (WEA) 230% ° 31 December 2008, all Non-executive Directors of the Company,
including Independent Non-executive Directors, voluntarily waived
30% of their directors’ fees and, where applicable, emoluments
for serving on the Audit Committee, Remuneration Committee and
Nomination Committee.
RZE ?EJ\¢& ZENGF  ARRUWERTEERERENR No options were granted to Directors of the Company to acquire share
AR A 2R of the Company in 2008 and 2009.
HE_TZhNF+ A=+ BULFESEEZHeFBW The details of the remuneration of each of the Directors for the year
™ ended 31 December 2009 are set out below:
e #R
REFRFG SEFEtE BftR
salaries, 53 A FEMFTEHL
E=ne allowances Retirement Bonuses
EENE Directors’  and benefits scheme paid and “E
Name of Director fees inkind contributions payable Total
BETT BETT BETT BETT BETT
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
ZEP* David J. Pang* 150 - - - 150
Roberto V. Ongpin* Roberto V. Ongpin* 100 - - - 100
B Ronald J. Arculli* 300 - - - 300
S 4 A Khoo Kay Peng* 100 - - - 100
Bl Kuok Hui Kwong - 2,646 60 - 2,706
ZLFLE Kuok Khoon Ean* 150 - - - 150
FEE* Peter Lee Ting Chang* 237 - - - 237
FEE David Li Kwok Po* 200 - - - 200
=R Wwong Kai Man® 206 - - - 206
1,443 2,646 60 - 4,149

* JEMITES
fOBURRITES

* Non-executive Director
# Independent Non-executive Director
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LMBEEGWTESE  RFABMERREAESHES - B
IRTEE (BEBLINTES) 2ESHS (ZETNF
100,000/ 7T + —TZ)\4F : 70,0008 7T) HEEZSRFPRER
ARBIRRBEFAGRTECESHES 2R OATHLE - 28R
%EEG  FNEZESRIREZZEGZBUIENTES (B
B IEMITES) AJEEIME S (BZZEE  —TTNF -
100,000/87C : —ZFT)\F 1 70,0008 7T : HFMEZET : —FF
FLEE 50,0008 7T 0 —FE)\E 350008 REEZEE
ZZFEAF 50,0008 7T 0 —FZ)\F 1 3500087C) c EEH
2B EARMBLEENESEENRRMTESEHIM
BT Wi RETERMNTHTESHHE A2 E [
ARREANE 2GR -

(b) EUBSHEMAL

FRAUGZSFMALTEE—NES (ZZTNF: —fu) - &
e FHBERIN X R T (ZZBBNF - W) &
MA Lz Bl 5T

The Executive Director serving on the Board has not drawn any
director’s fee in the year. The director’s fee of each of the Non-
executive Directors, including Independent Non-executive Directors,
(2009: HK$100,000; 2008: HK$70,000) is fixed by the Board of
Directors pursuant to the authority granted by the shareholders
at the Company’s annual general meeting. Each Non-executive
Director, including Independent Non-executive Director, serving
on the Audit Committee, the Remuneration Committee and the
Nomination Committee receives an additional fee (Audit Committee:
2009: HK$100,000; 2008: HK$70,000; Remuneration Committee:
2009: HK$50,000; 2008: HK$35,000; Nomination Committee: 2009:
HK$50,000; 2008: HK$35,000). The directors’ remunerations are
determined with reference to directors’ remunerations paid by other
companies in Hong Kong which are of comparable size and business
nature. In addition to the aforesaid, the emolument payable to the
Executive Director is also determined with reference to the individual’s
performance and the Company’s financial performance.

(b) Five highest paid individuals

The five highest paid individuals during the year include one (2008:
one) of the Directors, details of whose remuneration are set out
above. The details of the remuneration of the remaining four (2008:
four) highest paid individuals are set out below:

2009 2008

BT PEWE T IT

HK$’000 HK$'000

e - 2B RIER S FE Salaries, allowances and benefits in kind 6,310 6,096
RARETEIE FR Retirement scheme contributions 177 180
B K FESHTEAL Bonuses paid and payable - 712
BEBL#H(E S Compensation for loss of office - 37
6,487 7,025

Mz (ZFBNF : Of) REFMALZHEN FTIIHE :

The remuneration of the four (2008: four) highest paid individuals fell
within the following bands:

2009 2008

1,500,001/ 7T — 2,000,000/ 7T HK$1,500,001 - HK$2,000,000

ARFTEFHMEE - AR BWRRBHE AL A
ARTRBBRAEE - T ARIEE -

ARBHRA - RBERENS - FTHZESHERDBRE - I
MEEFSRERLBER - ARFRBENE T 2RREABE
T REAHE

The Company’s remuneration policy is established to attract, motivate
and retain high performing individuals so that they are committed to
the success of our business, thereby enhancing shareholder value.

The Company has a share option scheme. The Remuneration
Committee approves the granting of share options and reports
such grants to the Board of Directors. The grant is made based on
individual’s performance and contributions.
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19. E‘E?ﬂ ) ) 19. Operating profit
KEFEEEEB 2K ERMNEIR KA TIZRRIIE Operating profit from continuing operations is stated after charging

and crediting:

@
Group
2009 2008
BT BT
HK$’000 HK$'000
#EMB% charging
T M EF 2 & E T EFA S Operating lease rentals on land and buildings 16,387 18,109
Y - HEE K R 1% 2 518 Loss on disposal of property, plant and equipment 3,314 -
ZHEMEN % Auditors’ remuneration 2,356 2,836
#&&t A crediting
R E R B U Dividend income from listed investments 2,160 3,342
A WETR S F YA Net rental income from investment properties 16,735 27,248
HEYE - R MR 2 UES Gain on disposal of property, plant and equipment - 3
20. B A — B8 20. Finance income - net
£m
Group
2009 2008
BETRT BT T
SEEE X continuing operations HK$’000 HK$’000
MU A Finance income
SRITIERZF B UL A Interest income on bank deposits 318 3,195
At HE 2 &R EE 2 FIB YA Interest income on available-for-sale financial assets 792 -
1,110 3,195
M ¥ B M Finance cost
RITER LB 2 F B Interest expense on bank loans and overdraft - (1,054)
1,110 2,141

SCMP Group Annual Report 2009 105



I £ 9% B B 3% | Audited Financial Statements

W #F W | Notes to the Financial Statements

21. FRSRAX
BTSN F ARG BRI B FIE165% (ZZ2Z )\ F -
16.5%) TR o BIMERFTB AT 2 B IIREFRGHTE
RBEAR  RAEEKEESMERR 2 BAR K E -

21. Income tax expense

Hong Kong profits tax has been provided for at the rate of 16.5%
(2008: 16.5%) on the estimated assessable profit for the year. Taxation
on overseas profits has been calculated on the estimated assessable
profit for the year at the rates of taxation prevailing in the countries
in which Group operates.

£E
Group
2009 2008
BETT BEET T
HK$’000 HK$'000
IREARTISFE Current income tax
— BB FBH - Hong Kong profits tax 15,318 48,294
— /4HMHIE - Overseas taxation 48 161
FEIEFT1S S Deferred income tax
— FRE K FTE A - Resulting from a decrease in tax rate - (8,531)
— REWMEAFERE (EE) ZRERIE
- Deferred tax with respect to fair value gain/(loss) on investment properties 22,262 (13,390)
— HEMEEREURES - Other deferred tax credits (2,815) (4,977)
34,813 21,557

A B2 S B AT BRI 2 A 2 BB BB IR A A AR
Y 25 A 0 B P B e BT 26 2 IR R M B P T
R FEEET

The taxation on the Group’s profit before income tax differs from the
theoretical amount that would arise using the taxation rate applicable
to the places of operation of the Company and its subsidiaries as
follows:

1|
Group
2009 2008
BETT BT T
HK$’000 HK$'000
4 Fr 13 %¢ A1 & 7 Profit before income tax:
— REFHEISE ZTS - from continuing operations 182,887 155,459
— KA DR IEEEET - from discontinued operations - 51,413
xBTS A AT & F Profit before income tax 182,887 206,872
BHE16.5% (ZZFZF/\F : 16.5%) 5T H Calculated at a taxation rate of 16.5% (2008: 16.5%) 30,176 34,134
HERBUA Income not subject to taxation (3,479) (10,684)
MERIBE R FER 2 B 2= & Recognition of previously unrecognised temporary difference (45) (55)
Hih B RTRIFL R 2 522 Effect of different taxation rates in other countries (2,039) (2,718)
&) DATE R FERR 2 BRI B 18 Utilisation of previously unrecognised tax losses (470) -
BT FE B EARE Over provision in prior year (203) (63)
MR RNAARDEBNERCERER
Temporary difference recognised on undistributed profit in associates (364) (461)
R &) 2 52 Effect of change in taxation rate - (8,531)
K HER 2 FiIEE518 Tax losses not recognised 8,883 7,849
A eeVEE TR IEINE, 2 B9S2 Expenses not deductible for taxation purposes 1,242 1,423
FEFOAL Withholding tax 140 156
RFER 7 B 52 & Temporary difference not recognised 972 507
Fr5 i F s Income tax expense 34,813 21,557
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2. ERILLEEES 22. Discontinued operations

AEBREBEEZE-_ZEZNF+_A=Z+—HIFEEHEHENE During the year ended 31 December 2008, the Group disposed of
GREREHEEEBRTEHRES 2MEETR © B - % its entire interest in the video and film post-production operation
EEBZEENRAEEARERRNIEERIEEEER - BER and music publishing operation. Accordingly, the results of these
IEREER 2 EEDTIT ¢ operations were presented as discontinued operations in the

consolidated statement of comprehensive income. An analysis of the
results of the discontinued operations is as follows:

%8

Group
2009 2008
BETT BEET T
HK$’000 HK$'000
Iz & Revenue - 7,528
EH bl A Other income - 267
& T AZN Staff costs - (5,074)
HE R R Cost of production materials - (2,753)
e &% Rental and utilities - (526)
HTE N #: $5 Depreciation and amortisation - (62)
E%& XS 1 Advertising and promotion - (21)
H b 45 4 B % Other operating expenses - (361)
SR B Net interest income - 7
E#RIEEZETEE R Loss of discontinued operations - (995)
HE B RIS L E7% 2 WES Gain on disposal of discontinued operations - 52,408
2FEBRILEZBEBKET profit for the year from discontinued operations - 51,413

ORISR 7 BT ¢ Staff costs for discontinued operations:

2009 2008
BT T BEET I
HK$’000 HK$'000
T & K¥FH < Wages and salaries - 4,800
R Z B FH A Unutilised leave pay - 76
BRIRE AR — FEEEHFETEI Pension costs - defined contribution plans - 198
R0 BORUL LR Less: Forfeited contributions - -
RIS AR — F R FGET 2] Net pension costs - defined contribution plans - 198
- 5,074

BRIEREES 2 BAEHR T3S IEZS K Profit of discontinued operations is stated after charging:
2009 2008
BETT BEET T
HK$’000 HK$'000
T BT 2 &L EFHEFA S Operating lease rentals on land and buildings - 97
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ERIEEEERH2RASREBWT ¢

Cash flows from discontinued operations are as follows:

2009 2008

B¥TT PEHE T T

HK$’000 HK$'000

LIEEFATRE 2 %8 & Net cash used in operating activities - (3,459)
A TESFT A 2 IR % Net cash used in investing activities - (28)
B MR HEZ2FH D Net decrease in cash and cash equivalents - (3,487)

REBEE-ZEZNF+ A=+ HLEFE HECKRIELEE
%2 AT 308 51,472,000 70 (ZZFZ\F 1 51,421,000/87T) °

23. BREREERF

% 3 FE (5 & $138,151,0000% 7T (= & T )\ £ : 172,768,000/
7o) - BREEE ARR BB EmE 2 &H202,0008 T (ZEE N
£ 1 275,252,000/ 7T ) °

Proceeds from the disposal of the discontinued operations received
in the year ended 31 December 2009 was HK$1,472,000 (2008:
HK$51,421,000).

23. Profit attributable to shareholders

The profit of HK$138,151,000 (2008: HK$172,768,000) attributable to
shareholders included profit of HK$202,000 (2008: HK$275,252,000)
dealt with in the Company’s own financial statements.

24. BB 24. Dividends
(@) FREMLES (@) Dividends attributable to the year:
N
Company
2009 2008
BETT BEET T
HK$’000 HK$'000
BAPERE - & (22T )\F : FleB)
Interim dividend paid, nil (2008: HK6 cents per share) - 93,657
BRARERBEMAER - & (Z2T)N\F : FR2BW)
Final dividend proposed but not yet recognised, nil (2008: HK2 cents per share) - 31,219
- 124,876
(b) FREF S : (b) Dividends paid during the year:
N
Company
2009 2008
BETT BT T
HK$’000 HK$'000
—ETN\FHEIRE - FR%6E 1 Interim dividend in respect of 2008, HK6 cents per share - 93,657
“TTE NERHMKE - FH27E1 Final dividend in respect of 2008, HK2 cents per share 31,219 -
—ETLFREBE - FR10/ED Final dividend in respect of 2007, HK10 cents per share - 156,095
31,219 249,752
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25. HiREF

B W EL R 2 8 2 ) TY AR 4 AR 4R 1 A% B 1k & F11138,151,000
BT (ZZZT\F 172,768,000 7T) RERNBDHT 2N
1,560,945,596% (ZFZ)\F : 1,560,945,596/% ) 5T & °

25. Earnings per share

The calculation of basic and diluted earnings per share is based on
the profit for the year attributable to shareholders of HK$138,151,000
(2008: HK$172,768,000) and 1,560,945,596 (2008: 1,560,945,596)
shares in issue during the year.

R B AT Profit attributable to shareholders:

%8

Group
2009 2008
BT BEET T
HK$’000 HK$'000
B IZ SRS Continuing operations 138,151 121,355
B E & & ZE TS Discontinued operations - 51,413
138,151 172,768

TEENET A= B WRBHARITRZBRECE
h*ﬁ‘)\—fwﬁﬁzﬁ Bl (ZEFNF &) -

26. B BB kst E

ANEBEBRBERTHETE - THEHEAIGTEI LB ETE - %

—rﬁ?m*ﬂ%ﬁ%ﬁzuMﬁﬂ%ﬁmmﬂe%;bTH&%LWJ?H %
EHE T EERMBERETESER - Eﬁiﬂiﬁléixﬁﬁ
E‘fﬁ ZENECEERBYUEERELEEE - XEETE

T—IRRESHE BREBEBEALEEN L2 &K T2l °

() REFHE

ERERARBEHRBEMATIHRESE2EREERF
B SEEERANEERBFHASE - BUAEBBERD
EEENBERERAREERHRBEMAEL2ETSE - R
BREMESEHZERERACELZAZERIR T MG -
BETHATRAERERZREN T T ETESHAXTA
FriF 2 st BB EFBEEII% (ZTT)\4F : 91%) °

As at 31 December 2009, there was no share options outstanding that
enable the holders to subscribe for shares (2008: nil) in the Company.

26. Employee retirement schemes

The Group continues to operate a DB scheme, a DC scheme and
a Top-up scheme. These schemes are exempted recognised
occupational retirement schemes under the 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 scheme 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.

Pension costs are assessed using the projected unit credit method.
The pension costs are charged to the consolidated statement of
comprehensive income 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 consolidated statement of comprehensive income in
accordance with their advice. The actuarial valuations indicate that the
Group’s obligations under this defined benefit scheme is 127% (2008:
91%) covered by plan assets held by the trustees.
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RENBEE2REZBNT

Changes in the present value of the defined benefit obligations are as

follows:
%£H
Group
2009 2008
BT BT T
HK$’000 HK$'000
—A—H At1January 285,132 323,462
IR B AR AR AN Current service cost 12,264 14,312
FI B AN Interest cost 3,652 10,674
2128 A Z #3X Contributions by plan participants 2,798 3,588
TEE U Actuarial gains (13,552) (35,832)
B FIZE Benefits paid (37,261) (31,072)
M+ = A =-+—H At 31 December 253,033 285,132
SEBEEZAFEESHNT - Changes in the fair value of the plan assets are as follows:
1|
Group
2009 2008
BRETT BT T
HK$’000 HK$'000
R—B—H At1January 259,643 440,856
sHEIE E 2 FBE[O ¥R Expected return on plan assets 18,003 30,323
FEE W zs (JB2K) Actuarial gains/(losses) 78,612 (184,052)
&2 8L A Z 3R Contributions by plan participants 2,798 3,588
83 2 H AR R E S Transfer to other retirement funds (1,434) -
E{J %% Benefits paid (37,261) (31,072)
B+=H=-+—8 At 31 December 320,361 259,643
REEBERERZSTNT : The amounts recognised in the balance sheet are as follows:
1|
Group
2009 2008
BT BT T
HK$’000 HK$'000
5T E)& E 2 A F1{& Fair value of plan assets 320,361 259,643
JEE HET ZIHE Present value of funded obligations (253,033) (285,132)
67,328 (25,489)
RIERRBE (Uezk), /1B K Unrecognised actuarial (gain)/loss (15,130) 85,593
JFEE Net asset 52,198 60,104
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REFAEEERERERAZSRNAT

The amounts recognised in the consolidated statement of
comprehensive income are as follows:

&8

Group
2009 2008
BT BT T
HK$’000 HK$'000
RS RAFAL AN Current service cost 12,264 14,312
FILERZR Interest cost 3,652 10,674
T 818 E 2 B3R Expected return on plan assets (18,003) (30,323)
fEE B (Uak) JF5E Net actuarial loss/(gain) 8,559 (6,959)

w3 (WA - BFFABIRARN (FF7E18)

Total expense/(income), included in staff costs (Note 18) 6,472 (12,296)

FPEEENBUREKEERE 2 BAERTAKRE - REER
ZEERBOBRIAT

The plan assets are invested in unit trusts managed by independent
investment managers. The approximate asset allocation as at the
balance sheet date is as follows:

1|

Group
2009 2008
% %
f% X T B Equity instruments 74 67
&% T A Debt instruments 24 27
& Cash 2 6
100 100

AEBEZBEHEBXRNIRBYITSEAEE TR BERA R
M2 FBHE R HIRR TR SRR -

Zatdlc BEEFEEABENT0% . 2T R30% 2 EH MR
T ERBEBMSHRANKIEY  ARERERN7%ZTE
CHIETE

SHEIEE 2 B EIHR AUKE96,615,0008 70 (ZEZT N\F : B
153,729,000/ 7T) ©

The expected rate of return on plan assets is based on market
expectation, at the beginning of the period, for returns net of
administration costs, over the entire life of the related obligations.

The plan has a benchmark asset mix of roughly 70% in global equities
and 30% in bonds and cash. Based on current market expectation of
long-term returns, the Group has decided to adopt an expected rate of
return of 7%.

The actual return on plan assets was a gain of HK$96,615,000 (2008:
loss of HK$153,729,000).

FTEBEREROT : The principal actuarial assumptions were as follows:

£H

Group
2009 2008
% %
8538 & Discount rate 2.60 1.30
HEIEETEHARI R Expected rate of return on plan assets 7.00 7.00
IR 2R SN FE 2A4% & 2R Expected rate of future salary increases 4.00 4.00
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AEZMBEMNEFEZSBAT

Amounts for the current and previous four years are as follows:

2009 2008 2007 2006 2005
BETT PEWE T T BT I BT T BT T
HK$’000 HK$'000 HK$'000 HK$'000 HK$'000

T EIE E 2 A& Fair value of plan assets 320,361 259,643 440,856 373,104 317,269

RIEFZFE T 2 IRE Present value of defined benefit obligation (253,033) (285,132) (323,462) (279,674) (235,126)

Btk (JB4) Surplus/(Deficit) 67,328 (25,489) 117,394 93,430 82,143

AFEIEEZ&B K (FB)

Experience gains/(losses) on plan assets 78,612 (184,052) 61,710 41,797 6,782

FEaEZ &R (BE), /WS

Experience (losses)/gains on plan liahilities (25,417) 93,608 (29,180) (17,357) (2,506)

112

BRE—EBER-_ETNFHA —BYZAEETZREHE 5
g AEeBN S ——F=A=1+—H T ERAZRAT
FZFEIHE - TARBEHEBTER _E—FHA—A#
17 WBEEAREE 2 RREFKFE -

(b) BES:TE

NEBMIZEEBEBEA (LR 520,000 7T) 25%mt8E a1
SIER E RN ([ RBESFTEIER) -

(00 WEEE

AEEREETAELF S (LR A50,000870) Z10%1EHTE

HIR - 10% 2 AR E T - BERBAR GBS EIHR - M
SRR AN R E -

AEER E—FEHBEERAERDSRKRZRINEFTEIH A

PARL A B & 2 3K

(d) EFEMKETE

ERHFRAREFTE ZHRBRRREE AR Z100E15%

REER EFERBEEAEAD R RKEFT BT HIA
BB &2 B -
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Based on an actuarial valuation of the plan as at 1 April 2008, the
Group was recommended by the actuary to suspend contribution to
the DB scheme until 31 March 2011. The next actuarial valuation that
will determine the level of the Group’s future contribution will be
conducted not later than 1 April 2011.

(b) MPF scheme

The Group makes regular contributions of 5% of the employees’
relevant income (which is subject to a cap of HK$20,000) to the MPF
scheme (“MPF Contribution”).

(c) Top-up scheme

The Group makes regular contribution of 10% of the employees’
monthly basic salary (which is subject to a cap of HK$50,000). Out of
the 10% contribution, it is firstly applied to MPF Contribution and the

balance will be made to the Top-up Scheme.

There were no material forfeited pension scheme contributions during
the current and prior year to reduce contributions in future years.

(d) Defined contribution scheme

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

There were no material forfeited pension scheme contributions during
the current and prior year to reduce contributions in future years.
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27. ZREBERERME 27. Notes to the Consolidated Statement of Cash Flows
() LEBMNELEEEZRSHER (@) Reconciliation of operating profit to cash generated from
operations:
£m
Group
2009 2008
BT TEHETFIT
HK$’000 HK$'000
ZE BRI B Operating profit from:
B 2T continuing operations 185,211 152,131
B4R 4 575 discontinued operations - 51,406
185,211 203,537
BEWENFE (YEE),/ E518 Fair value (gain)/loss on investment properties (134,919) 81,150
Y€ X #$H Depreciation and amortisation 56,762 53,869
TR E M B UL A Dividend income from listed investments (2,160) (3,341)
HEME - WS N REEE (UrES) Loss/(gain) on disposal of property, plant and equipment 3,314 3)
Y Me2S SR ERUE 1B Impairment loss of property, plant and equipment 265 -
BARE I H (WA) Pension expense/(income) 6,472 (12,296)
AEMNDFT BT EEE R = HMRRES
Transfer of DB plan assets to other retirement funds 1,434 -
JEAHEE & N R FIEE AN R4 ) Increase/(decrease) in amounts due to associates 2,068 (108)
FERE A (3EIN) Decrease/(increase) in inventories 20,347 (16,590)
JEUFRIER > Decrease in accounts receivable 30,709 41,171
EBNER - e REMBREERLD (3Em)
Decrease/(increase) in prepayments, deposits and other receivables 6,058 (8,077)
FE FUE K FEsT B &R 2> Decrease in accounts payable and accrued liabilities (44,216) (7,181)
FEUETRIE B> Decrease in subscriptions in advance (1,446) (1,245)
& B B8 A B 2 U z8 Gain on disposal of subsidiaries - (52,408)
BIEESL 24 Cash generated from operations 129,899 278,478
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(b) Disposal of subsidiaries:

£m
Group
2009 2008
BETT BT T
HK$’000 HK$'000
REERPZFEELE (TREReAAESSE)
Aggregate net asset at date of disposal (excluding cash and cash equivalents):
YIS - HE2 K 3R 4E Property, plant and equipment - 515
F& Inventories - 762
JEULFRTE Accounts receivable - 2,705
FENER - 2 REMEYFIE Prepayments, deposits and other receivables - 1,071
JET 378 M FEEH B {& Accounts payable and accrued liabilities - (3,974)
P& 3 5 Translation reserve - (594)
- 485
S BB A B Z Y EE Gain on disposal of subsidiaries - 52,408
- 52,893
X A4 75 = Satisfied by:
IR {8 Cash consideration - 55,472
e & 23R E MIRE S(E Less: Cash and cash equivalents disposed of - (654)
B4 2 BN Direct cost incurred - (1,925)
JHI8 & R B 48 %8 Total net cash consideration - 52,893
ZETNF 2 B UWFKIE Amount received in 2009 1,472 (1,472)
& M B A A1 PT5 K78 Proceeds from disposal of subsidiaries 1,472 51,421
(0 RekRe&HFE: (c) Cash and cash equivalents:
%HE |
Group Company
2009 2008 2009 2008
BYTT BT T BETT BEET T
HK$’000 HK$'000 HK$’000 HK$'000
$R17 X F8EIR € Cash at bank and in hand 111,987 108,675 812 610
%G HBSR 1715 3 Short-term bank deposits 142,125 163,340 - -
254,112 272,015 812 610

28. EXEBEER
AEEEBEA EEARIRRAEBGRISECEHEE
T RTE RS RRRRMER R AR FEABAL

BRRERIER o

AEEREEEERARRDETHLEAEE AEERTLE
RRZECEREBEEZRAREREERAEEEARRE -
REFXAEEEARE  AEESRERN TRRZBRE R
o MRCREBEARBRD - BITHREIEMEBDER

28. Capital risk management

The Group’s primary objective when managing capital is to safeguard
the Group’s ability to continue its businesses as a going concern, so
that it can continue to provide returns for shareholders and benefits
for other stakeholders.

The Group structures its capital with due consideration to risk.
The Group manages and adjusts its capital structure in the light of
the changes in economic conditions and risk characteristics of the
underlying assets. In order to maintain or adjust the capital structure,
the Group may adjust the amount of dividends paid to shareholders,
repurchase shares of the Company from shareholders, issue new
shares, or increase or reduce borrowings.
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RZBEAF+_A=+—H AERFEBEELRLERT
(ZZZNF ) A EFEEEALEMNE - AEEFF
BEEEREBAR (BRRTESX) RAS MRITTHESR  ME
R2ZEEREDRZFBHERED

29§“ﬂﬁﬂﬁ
ZRNF+TA=t—H  AEERBLHEEFTZTA
Tﬁkféi«%%ﬂ SZARKRFEEHEEMRAT

As at 31 December 2009, the Group’s net debt-to-capital ratio is zero
(2008: zero). For the purpose of calculating the net debt-to-capital
ratio, the Group defines net debt as total debt (which includes bank
overdrafts) less cash and bank balances, and capital as all components
of equity.

29. Operating lease commitments

As at 31 December 2009, the Group had future minimum lease
payment under non-cancelable operating leases for land and buildings
as follows:

]
Group
2009 2008
BT BT
HK$’000 HK$'000
B3 —4F Not later than one year 3,023 16,585
BB —F BB AF Later than one year but not later than five years 2,296 1,088
5,319 17,673
30. B&Kik 30. Capital Commitments
£m|
Group
2009 2008
BETRT BT T
HK$’000 HK$'000
I - HEER K 3R 2 B ZNEHE Capital commitments for property, plant and equipment
BT 4B R Contracted, but not provided for 5,997 7,898
2B R 5T4Y Authorised, but not contracted for 24,821 50,518
30,818 58,416

31. ERERER

AEEZEBERHSBMBER - S X - 8% - B4

NBESREESRER ASEZRRERBKELEZIBNR

T SREZERP A/EEZEEI§5$’%IWW§£@ZWE
fREHE - ZERMBRERBERBMNAT -

(a) RERERNZER

AEBEZRERENEARKEFRRRATSHEEZRE
7% RAKEHEMELRA - $¢liﬁﬂﬂ%uxﬁﬁﬁﬁ%b(?ﬂ
2B R RERF R T AEEEN R R o
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31. Financial risk management

The Group’s activities expose it to a variety of financial risks,
particularly interest rate, currency, price, liquidity and credit risks.
Where appropriate, the Group’s risk management policies seek to
minimise potential adverse effects of these risks on the financial
performance of the Group. The policies for managing these risks are
summarised below.

(a) Cash flow interest rate risk

The Group’s cash flow interest rate risk arises from cash balances
placed with authorised financial institutions, which generate interest
income for the Group. The Group manages its interest rate risk by
placing such balances on various maturities and interest rate terms.
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RZBZAFF_A=+—0B AEEZEHRITERS
142,125,000/8 70 (ZZZ )\ : 163,340,00087T) * BEEF XA
0.16% (ZZFZ)\F 1 0.92%) ° i FIEEEF S100E 5 - M
FrEHmE ST AT ASBETE RN MBI
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At 31 December 2009, the Group had short-term bank deposits of
HK$142,125,000 (2008: HK$163,340,000) with an effective interest
rate of 0.16% (2008:0.92%). It is estimated that a general increase
of 100 basis points in interest rates, with all other variables held
constant, would increase the Group’s profit for the year and total
equity by approximately HK$1,421,000 (2008: HK$1,633,000). As the
effective interest rate of the bank deposits as at the balance sheet
date is close to zero, it is expected that a decrease in market interest
rate would not have significant impact to the Group’s profit or loss.

The sensitivity analysis above has been determined assuming that
the change in interest rates had occurred at the balance sheet date
and had been applied to the interest-bearing financial instruments
in existence at that date. The 100 basis points increase or decrease
represents management’s assessment of a reasonably possible change
in interest rates over the period until the next annual balance sheet
date. The analysis is performed on the same basis for 2008.

(b) Fair value interest rate risk

The Group has an investment in debt instruments classified as
available-for-sale financial assets. The investment carries a fixed
coupon payment and thus, exposes the Group to fair value interest
rate risk. The Group limits this risk by implementing strict investment
policy. Any investment of significant amount must be approved by
the Managing Director and Chief Executive Officer and the Board of
Directors.

At 31 December 2009, the carrying amount of the debt instruments
was HK$24,118,000, implying a yield of 6.22%. It is estimated that a
general increase/decrease of 100 basis points in yield, with all other
variables held constant, would decrease/increase the Group’s total
equity by approximately HK$1,205,000/HK$1,290,000 respectively.
The change in yield would not have any impact on the Group’s profit
or loss as the investment has been classified as available-for-sale
financial assets.

The sensitivity analysis above has been determined assuming that
the change in interest rates had occurred at the balance sheet date
and had been applied to the interest-bearing financial instruments
in existence at that date. The 100 basis points increase or decrease
represents management’s assessment of a reasonably possible change
in interest rates over the period until the next annual balance sheet
date.
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(0 E¥ERE (c) Currency risk

AEBEEERBREZREUIENEEE AEEEB 2 EMR The currency risk of the Group arises mainly from its purchases of raw
HEMEAASZREERS o I - NEE ARSI INEF R material and capital expenditure and sales transactions denominated
ZEERR EERERBZEBTEAARENEIT - in currencies other than its functional currency. In addition, the Group

also has foreign currency deposits that are exposed to currency risk.
The currencies giving rise to this risk are primarily Renminbi and

Euros.
$§§<@ffﬂ>} = 9l\ﬁ%|:1“2“§b C WEEEE BN T RA R The Group closely monitors the changes in foreign currency exchange
KB - ARNRAEEERBRITTEKX - AE BN AFE I ER rates, and hedging strategies will be adopted where appropriate.
JEEE=EIEapEN Bl% o The Group did not adopt any hedging strategies during the year as

currency risk was considered to be insignificant.

AEBRGEEHFTEG 2 EKRARBEESNT - The Group’s exposure to currency risk at the balance sheet date is
summarised as follows:

HE
Group
2009 2008

AR®TT FETT AREFTT TR
Renminbi Euros Renminbi Euros
'000 000 000 ‘000
FE{F KT8 Accounts payable (123) (13) 72) C)
84 MI8© % (E Cash and cash equivalents 76 47 103 -
R R Net exposure (47) 34 31 9)
THRFMSBAEBNGEE A RAEEAEE RS EINE - The following table indicates the approximate changes in the Group’s
HEXTEAEAEE @U—I— HAEBE 2 FEREF (RRBA profit for the year (and retained profits) and total equity in response
) @R 2 TR - to reasonably possible changes in the foreign exchange rates to which

the Group has significant exposure at the balance sheet date.

=@
Group
2009 2008
FERIR FERF R
wEa% REB EF
ShEEER )11 SN [ #m,
i+ D (D) HEs A OR) BRER
(TR) Increase/ )1 (FE6) Increase/ #an
Increase/  (decrease) (D) Increase/ (decrease) CRA)
(decrease) in profit for Increase/ (decrease) in profit for Increase/
in foreign the year and (decrease) in foreign  the year and (decrease)
exchange retained in total exchange retained in total
rates profits equity rates profits equity
BETT BETT BT BETIT
HK$’000 HK$’000 HK$ 000 HK$'000
AR Renminbi 10% 4) (0)) 10 % 3 3
(10%) 4 4 (10 %) 3) (3)
BR 7T Euros 10% 31 31 10 % ©) (6)
(10%) (31) (31) (10 %) 6 6

1uz
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The sensitivity analysis has been determined assuming that the change
in foreign exchange rates had occurred at the balance sheet date and
had been applied to each of the Group entities’ exposure to currency
risk for financial instruments in existence at that date; and that all
other variables, in particular interest rates, remain constant.

The stated changes represent management’s assessment of
reasonably possible changes in foreign exchange rates over the
period until the next annual balance sheet date. In this respect, it is
assumed that the pegged rate between the Hong Kong dollar and the
United States dollar would not be materially affected by any changes
in movement in value of the United States dollar against other
currencies.

(d) Equity price risk

The Group has investments in shares of companies listed on the Stock
Exchange of Hong Kong Limited which are classified as available-
for-sale financial assets in the financial statements. These shares are
mainly constituents of the Hang Seng Hong Kong Composite Index. The
market values of these investments are affected by, amongst others,
changes in market prices as a result of changes in global economic
conditions, macro and micro economic factors affecting the country
where the investments are quoted, and factors specific to the investee
companies.

The fluctuations in market prices due to the above factors are
unforeseen. The Group monitors changes in these factors, and
responds to them as and when appropriate and necessary.

At 31 December 2009, it is estimated that a 10% increase/decrease
in Hang Seng Hong Kong Composite Index, with all other variables
held constant, the Group’s investment revaluation reserve and total
equity would increase by approximately HK$19,068,000 and decrease
by HK$17,251,000 (2008: increase of HK$5,811,000 and decrease of
HK$32,095,000 respectively).

The sensitivity analysis has been determined assuming that the
reasonably possible changes in the stock market index had occurred
at the balance sheet date and had been applied to the available-for-
sale financial assets in existence at that date. It is also assumed that
the fair values of the Group’s investments would change in accordance
with the historical correlation with the relevant stock market index and
that none of the Group’s investments would be considered impaired as
a result of a reasonably possible decrease in the relevant stock market
index. The stated changes represent management’s assessment of
reasonably possible changes in the relevant stock market index over
the period until the next annual balance sheet date. The analysis is
performed on the same basis for 2008.

SCMP Group Annual Report 2009
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(e) RBESEM

‘JREJJEéﬂf‘ﬁé$%@ﬁé)@“§ﬁﬁ@ﬁﬁ*ﬁ?ﬁZ%ﬁ%ﬁi‘*
Rk AEEEREZERZBEDEBERRITERR ﬁ
X HRBESBETEEEEZ TE - I $§%@7TE;<5F
RITEEAETREZE -

TRINFRGEEAAEESRABZHRTEOMRS
REGHARRZReRE (BERAE O XS ””Z?’F'JEH
R HERIBFE - AERBEERZMNE) RAEBEAXN
REZEFHY

(e) Liquidity risk

Liquidity risk refers to the risk that the Group will encounter difficulty
in meeting its obligations associated with financial liabilities. The
Group’s objective in managing this risk is to maintain a balance
between the continuity and the flexibility of funding through the use
of bank loans and overdraft. In addition, banking facilities have been
put in place for contingency purposes.

The following table details the remaining contractual maturities at the
balance sheet date of the Group’s financial liabilities, which are based
on contractual undiscounted cash flows (including interest payments
computed using contractual rates or, if floating, based on rates as at
the balance sheet date) and the earliest date on which the Group can
be required to pay:

EfRIE
Accounts payable

2009 2008

B¥ETT BT T

HK$’000 HK$'000

—F sk Z 3k Within 1 year or on demand 28,751 34,567
BB —F B DR More than 1 year but less than 2 years - -
BBMAFER DT More than 2 years but less than 5 years - -
A HIARBLIR 2 IR £ 2 44%8 Total contractual undiscounted cash flow 28,751 34,567
BRTEIE Carrying amount 28,751 34,567

(H FERER

AEEZEERRIEREERTHER  BRFBREHK T
B REEK ET RFHNBERA 2 S REE - URERE
RITZ R -

AEESBRAEESEL EEAALEEREFSHE B8
HEWKERBZEERR - AEETISRITERKBER
SERETEFMARFIAZEM -

REEES Lﬁﬂ*ﬁﬂﬁﬂzfﬁaﬁif:—ME?TE:H&Z%}Eﬁﬁﬁ?
B ARHEPUGENAREZER,  BERBELNRK
BRNRTRETRS °

RBRLVEBIAREZEERR

MZBETN -

 AEBERETRSEET
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(f) Credit risk

The Group’s credit risk arises mainly from its bank deposits, accounts
receivable and debt instrument. To mitigate the risk arising from
banks, the Group places its deposits with a number of authorised
financial institutions.

The Group manages its credit risk associated with accounts receivable
through the application of credit approvals, credit ratings and
monitoring procedures. The Group also obtains bankers’ guarantees or
cash deposits as collateral from certain customers.

Credit sales are only made to customers with appropriate credit
history or high credit standing while sales to new customers or
customers of low credit standing are usually made on an advance
payment or cash on delivery basis.

In order to minimise the credit risk arising from investment in debt
instruments, the Group only selects issuers with high credit ratings.
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AEEMHERZRAEERR CRETRMFE 2 EMER) /B
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KA TR FEFERBH R FEFEEL D RKE

— MREEXABZERTHHRE CRERFE) (B1R) -
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The maximum exposure to credit risk without taking account of
any collateral held is represented by the carrying amount of bank
balances, accounts receivable and the debt instrument after deducting
any impairment allowance.

At the balance sheet date, there is no concentration of credit risk as
the Group’s five largest customers accounted for 29% (2008: 35%) of
total accounts receivable balance only.

Further quantitative disclosures in respect of the Group’s exposure to
credit risk arising from accounts receivable are set out in note 13 to
the financial statements.

(g) Fair value estimation

Effective 1 January 2009, the Group adopted the amendment to HKFRS
7 for financial instruments that are measured in the balance sheet at
fair value, this requires disclosure of fair value measurements by level
of the fair value measurement hierarchy:

- Quoted prices (unadjusted) in active markets for identical assets
or liabilities (level 1).

- Inputs other than quoted prices included within level 1 that are
observable for the asset or liability, either directly (that is, as
prices) or indirectly (that is, derived from prices) (level 2).

- Inputs for the asset or liability that are not based on observable
market data (that is, unobservable inputs) (level 3).

The financial assets that were measured at fair value as at 31
December 2009 are disclosed in note 11. All of the financial assets
are categorised in level 1. The fair value is based on quoted market
prices at the balance sheet date. A market is regarded as active if
quoted prices are readily and regularly available from an exchange,
dealer, broker, industry group, pricing service, or regulatory agency,
and those prices represent actual and regularly occurring market
transactions on an arm’s length basis.

120 SCMP Group Annual Report 2009
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32. BB ATIREEAT 32. Subsidiaries and Associates
RZZEENF+ZA=+—H AR EMNBARIERAE Particulars of the Company’s principal subsidiaries and the Group’s
B FEBMENRZFBOT principal associates at 31 December 2009 are as follows:

[Chp= N Subsidiaries

BRI HiREXBE oRfT &

GEELREER) BEFmE

Place of incorporation/ Nominal value BEILE

registration and of issued/ Proportion held
NGRS operations registered HiE R E i)
Company (Kind of legal entity) share capital Direct Indirect Nature of business
Coastline International Limited EErE & LR TEBR2ZETT - 100%  ¥iEH

The Commonwealth Ordinary US$2 Property holding

of The Bahamas

Lyton Investment Limited B & R E @23 - 100%  ¥¥iEs
The Commonwealth ordinary US$2 Property holding
of The Bahamas

Macheer Properties Limited NBERRES T@ERIZET - 100%  MEFH
The British Virgin Islands Ordinary US$1 Property holding
BESEE (ER) BRATA I AR HEME AMfEAR - 100%  EERE
Mai Xin Advertising Communications (INEBELE) 3,500,000 7T Advertising agent
(Beijing) Co., Ltd. The People’s Republic Registered capital
of China (Wholly US$3,500,000
Foreign-owned
Enterprise)
SCMP (1994) Limited BE Limps s 100% - REER
Hong Kong Ordinary HK$2 Investment holding
SCMP Hearst Publications Limited BB T EA%10,0008 7T - 70%  FERREAR
Hong Kong ordinary HK$10,000 Magazine publishing
SCMP Magazines Publishing (HK) Limited & 38 1%10,000%8 7T - 100%  FEFEHAR
Hong Kong Ordinary HK$10,000 Magazine publishing
AESRTMERER AR BB E3BA%10,0008 7T - 100%  HiRMES
SCMP Magazines Publishing Limited Hong Kong Ordinary HK$10,000 Publication and
advertising
SCMP.com Holdings Limited? RBERRES TEARIETT 100% - EREER
The British Virgin Islands Ordinary US$1 Investment holding
FEERESBRAR I AR HEAME EfER - 100%  EERIE
Shanghai Hu Ying Advertising Co., Ltd.* (I EBELE) 2,100,0003 7T Advertising agent
The People’s Republic Registered capital
of China (Wholly US$2,100,000

Foreign-owned
Enterprise)
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BRI #fRERNE oRfT

GEELEER) BEFEmE
Place of incorporation/ Nominal value BEILE
registration and of issued/ Proportion held
NGRS operations registered HiE M Etidid ]
Company (Kind of legal entity) share capital Direct Indirect Nature of business
EBEBEERBERRATR REE AR A FfEAR - 100%  1R{EE KRB RS
Shanghai Nan Hong Information Services (IhEBELE) 5,500,0003 7T Provision of consulting
Co., Ltd. The People’s Republic Registered capital and advisory service
of China (Wholly US$5,500,000

Foreign-owned
Enterprise)

FMESRERER AT B LimaR - 100%  $RE R
South China Morning Post Publishers Hong Kong 201,000,000/ 7T Newspaper and
Limited Ordinary magazine publishing

HK$201,000,000

South China Morning Post (S) Pte Ltd ik TIBmARIFT AN T - 100% BERRE
Singapore Ordinary S$3 Advertising agent
FFBEEARAA BB @A TT - 100%  PEES
Sunny Bright Development Limited Hong Kong Ordinary HK$2 Property holding
AR ERBR AT B TR T - 100%  MEHFHE
Sunny Success Development Limited Hong Kong Ordinary HK$2 Property holding
&N T Associates
RIREXME ERTEFEE FEREAFEGERFESL
Place of Nominal value Percentage of
NGEE incorporation of issued equity attributable  ¥EFHHE
Company and operations share capital to the Group Nature of business
Dymocks Franchise Systems (China) &5 o7 AR 45% o
Limited* Hong Kong 7,700,000/ 7T Bookshop operation
Ordinary

HK$7,700,000

The Post Publishing Public Company ExET EIE AR 21.3% HE R
Limited# Thailand 500,000,000%= £k Newspaper and
Ordinary magazine publishing

Baht500,000,000

I B ENE] D BB I I B R R kB B BT ETSAT - st H AT # The accounts of these companies were not audited by
kB ® BB S A FE o PricewaterhouseCoopers Hong Kong or other PricewaterhouseCoopers

International member firms.

BEDA Y LRI ZANTWHBA T RAEE T BN TS The above table lists the subsidiaries of the Company and associates
KREBFRNEEEEASE  siEANEBEEFEIALS o of the Group which, in the opinion of the Directors, principally
EEZA HIHEMMBATEBMANT Y HMEH e FHE affected the results of the year or formed a substantial portion of
EiRBmniE o 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.
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33. REALES

RZZTZENF-A+—H ' Kerry Media Limited (— A E 4
BRRSEMAL 2 A RABERARZEEERRAR - Kerry
Group Limited (—REIREI B SR 2 A F)) AKerry Media
Limited 2 SR IERR A R) « A&EE R - EH 48 Kerry Group Limited
BRRNE 2 AR AT o

(a) EEKerry Groupz X5

B ARERE ZER AR - Kerry Group Limited % E KB A A
(TKerry Group)) EBEARNR ZEBAZ ST ¢

33. Related Party Transactions

On 11 February 2008, Kerry Media Limited, a company incorporated
in the British Virgin Islands, became the immediate holding company
of the Company. Kerry Group Limited, a company incorporated in the
Cook Islands, is the ultimate holding company of Kerry Media Limited.
The directors regard Kerry Group Limited as the ultimate holding
company of the Company as of the balance sheet date.

(a) Transactions with Kerry Group
Significant transactions with Kerry Group Limited and its group of

subsidiaries (“Kerry Group”) since its becoming the Group’s holding
company are as follows:

%M

Group
2009 2008
BETT BB T T
HK$’000 HK$'000

IR PR Rendering of services

— EEME - Advertising revenue 2,256 2,168
— ¥R 8UE 2 IR E - Magazine production service fee 1,280 1,701
3,536 3,869

(b) EZKerry GroupiE{TR 5 2 &tk

(b) Balances arising from transactions with Kerry Group

%E

Group
2009 2008
BETT BT
HK$’000 HK$'000
E S RSFTE £ 2 FEURBR ZX Receivables arising from advertising services 430 132
TS ELERR S AT 4 2 FEURBR 3R Receivables arising from magazine production services 636 636
1,066 768

(0 XEEBAEZHS (c) Key management personnel compensation

£\

Group
2009 2008
BETRT BT
HK$’000 HK$'000
e M E A RS HiE 848 F) Salaries and other short-term employee benefits 16,677 19,199
RIR1&&F Post-employment benefits 342 500
&2 E Termination benefits - 239
17,019 19,938

SCMP Group Annual Report 2009
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(d) RERBEATIBITZERRER (d) Investment in guaranteed notes issued by a related party

RZZTTINFAA - AEBERE ZMIH K E3057,000% T In June 2009, the Group acquired guaranteed notes of US$3,000,000
(8 25 723,719,000/ 7T) B8 A3,000,000F 7T 7 R Z 1 » % in the secondary market at a consideration of US$3,057,000
SZ i AKerry Group Limited 2 fE#2 KB 2 7Gain Silver Finance (equivalent to HK$23,719,000). The notes were issued by Gain Silver
Limited R —ZZXFENA-+HABAET  ZEALE E6.375% ° Finance Limited, an indirect subsidiary of Kerry Group Limited, on 25
BRZZE—XNFIH - ZEER_ZEZTNAF+_A=+—H8B2Z2 August 2006. They bear a coupon interest of 6.375% and will mature
F{E 24,118,000 T (ZEZENF+_A=+—H: &) - in 2016. The fair values of the notes were HK$24,118,000 as at 31

December 2009 (31 December 2008: Nil).

34. MBHRERZHE 34. Approval of the Financial Statements
ARBRRER-_ZE—SEF=ZA-—+_AESZ=oHE - The financial statements were approved by the Board of Directors on
22 March 2010.
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(in HK$ millions, except per share amounts) 2009 2008 2007 2006 2005
#EE % 1§ OPERATING RESULTS
I %% Revenue 741 1,045 1,252 1,213 1,120
FEET 2 &% & T Operating profit from
principal activities 46 226 398 378 287
TEMERNFEWE (E5IE) Fair value gain/(loss)
on investment properties 135 (81) 266 40 50
4 Z | Operating profit 185 204 670 420 306
JEf BN F] (E518),/ & F Share of (losses)/
profits of associates (3) 1 3 6 4
Fr{S$#iF 2 Income tax expense (35) (22) (119) (80) (59)
f% B fE 1k Z2 FSH B Net profit attributable to
shareholders 138 173 548 339 246
& 5E R% f9 8% PER SHARE OF COMMON STOCK
FEEK 2 GREERF (BL) operating profit
from principal activities per share (in HK cents) 2.92 14.50 25.48 24.19 18.41
FREEARZF (L) Basic earnings per share
(in HK cents) 8.85 11.07 35.11 21.69 15.78
FTEXEB 2 EREFELE AT (BIL) Diluted
operating profit from principal activities
per share (in HK cents) REH N/A TEF N/A ER N/A EF N/A TEF N/A
SR EE T (B1L) Diluted earnings per share
(in HK cents) REH N/A TEA N/A AEA N/A EA N/A EA N/A
FREA S (ML) Dividend per share (in HK cents) - 8.00 18.00 19.00 15.00
SIEEFE (BJT) Net asset value per share
(in HK$) 1.34 1.22 1.39 1.21 1.10
R 35 R L FINANCIAL POSITION
WEE - HE2 K 2% Property, plant and equipment 496 503 534 567 623
A E#(E Total assets 2,384 2,268 2,560 2,293 2,138
$R77E 5K Bank loans - - - (19) (69)
B fE48%8 Total liabilities (272) (337) (372) (398) (407)
fi% ER e 2 B F{E Net assets attributable to
shareholders 2,091 1,910 2,172 1,883 1,721
B 21T 2B Number of shares in issue 1,560,945,596 1,560,945,596 1,560,945,596 1,560,945,596 1,560,945,596
EE L3 KEY RATIOS
F B L A TG U Operating profit from
principal activities to revenue 6% 22% 32% 31% 26%
SRR B R 2R Return on average equity 7% 8% 27% 19% 14%
19 EE#AE R R Return on average total assets 6% 7% 23% 15% 11%
BEBBEE Gearing - - - - -
MEVEELLRENE & Current assets to
current liabilities 3.54 2.47 2.40 2.16 1.71
28 {E R A8 FULL TIME EMPLOYEES 807 943 1,032 1,016 1,044
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WERRER

WWW.SCmpgroup.com

ARBMECERGRARA &N ER - BEMBER - #
i LA AR E R

REBEBREBEA

Eric Levin

(852) 2680 8852
investor.relations@scmp.com

BEERBAA

mERE

(852) 2680 8163
communications@scmp.com

DNEWE

(852) 2680 8805
corporatesecretarial@scmp.com

EE 309533

RAREMBEIE BE - 817 mBHERE 2 ANE
R MBREANRESEHREEEREE - BERGEAR
JEFEE EHE X Z career@scmp.com

BREBFETE
BBEPRBLEEZLERAA
BBEFRNERISIH
AP L461E

Butterfield Fulcrum Group (Bermuda) Limited
Rosebank Centre, 11 Bermudiana Road,
Pembroke HM08, Bermuda

T EE
Canon’s Court, 22 Victoria Street,
Hamilton HM12, Bermuda

BNBERTEEXEME
BB

A TP
REE22REER R L
(852) 2680 8888

EHA R EEE BT H T E31E
(852) 2565 2565
(852) 2565 2222

Shareholder Information Online

WWW.SCMpgroup.com

Our website has up-to-date information about our company including
financial information, press releases and other corporate information

Investor Relations

Eric Levin

(852) 2680 8852
investor.relations@scmp.com

Corporate Communications
Anne Wong

(852) 2680 8163
communications@scmp.com

Company Secretary

Vera Leung

(852) 2680 8805
corporatesecretarial@scmp.com

Career Opportunities

We offer career opportunities in journalism, advertising, circulation,
marketing, production, human resources, finance and information
technology. Applicants can send their applications to career@scmp.com

Share Registrars

Computershare Hong Kong Investor Services Limited
46/F, Hopewell Centre,

183 Queen’s Road East, Hong Kong

Butterfield Fulcrum Group (Bermuda) Limited
Rosebank Centre, 11 Bermudiana Road,
Pembroke HMO8, Bermuda

Registered Office
Canon’s Court, 22 Victoria Street,
Hamilton HM12, Bermuda

Head Office and Principal Place of Business
Morning Post Centre, 22 Dai Fat Street,

Tai Po Industrial Estate, New Territories,
Hong Kong

(852) 2680 8888

G/F-3/F, 1 Leighton Road, Causeway Bay, Hong Kong
(852) 2565 2565
(852) 2565 2222

SCMP Group Annual Report 2009
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Stock Listing

Listed on the main board of
the Hong Kong Stock Exchange
Ticker: 0583.HK

Annual General Meeting

The annual general meeting will be held

on 24 May 2010 at 11:00 a.m. at

Island Ballroom A, Level 5, Island Shangri-La Hotel,
Pacific Place, Supreme Court Road, Hong Kong

Company Listings

Newspaper Publishing

South China Morning Post Publishers Limited
Morning Post Centre, 22 Dai Fat Street,

Tai Po Industrial Estate, New Territories,
Hong Kong

(852) 2680 8888

Magazine Publishing

SCMP Hearst Publications Limited

SCMP Maxim Limited

SCMP Magazines Publishing (HK) Limited

1/F, 1 Leighton Road, Causeway Bay, Hong Kong
(852) 2565 2565

Principal Banker
The Hongkong and Shanghai Banking Corporation Limited
1 Queen’s Road Central, Hong Kong

Legal Advisers

Clifford Chance

28/F, Jardine House,

One Connaught Place, Hong Kong

Deacons

5/F, Alexandra House,
18 Chater Road,
Central, Hong Kong

Appleby

8/F, Bank of America Tower,
12 Harcourt Road,

Central, Hong Kong
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Auditors
PricewaterhouseCoopers
Certified Public Accountants
22/F, Prince’s Building,
Central, Hong Kong

Board of Directors

Non-Executive Directors

Dr. David J. Pang, Chairman

Roberto V. Ongpin, Deputy Chairman
Tan Sri Dr. Khoo Kay Peng

Kuok Khoon Ean

Independent Non-executive Directors

The Hon. Ronald J. Arculli

Dr. Fred Hu Zu Liu (appointed with effect from 23 March 2010)
Dr. The Hon. Sir David Li Kwok Po

Wong Kai Man

Executive Director
Kuok Hui Kwong

Audit Committee

Dr. The Hon. Sir David Li Kwok Po, Chairman
The Hon. Ronald J. Arculli

Wong Kai Man

Remuneration Committee
Wong Kai Man, Chairman
The Hon. Ronald J. Arculli
Kuok Khoon Ean

Nomination Committee

The Hon. Ronald J. Arculli, Chairman
Dr. David J. Pang

Wong Kai Man
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