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Final results for the 18 month period ended 31 December 2001
FINAL RESULTS
Following the change of financial year end date from 30 June to 31 December commencing from the year 2001, the Directors of SCMP Group Limited (the "Company") are pleased to announce the first set of audited consolidated final results of the Company and its group of companies (the "Group") for the 18 month period ended 31 December 2001 as follows:

CONDENSED CONSOLIDATED PROFIT & LOSS ACCOUNT
18 month period ended 31 December 2001




(Restated)





(note 1)



 18 month

 12 month



period ended

period ended



31 December 

30 June 



2001

2000


Notes
HK$'000

HK$'000

TURNOVER
2
2,745,083

1,912,913


Other revenue
3
44,328

32,379

Gain on disposal of long-term investment shares

51,928

45,569

Staff costs

(725,114
)
(455,990
)

Cost of production materials/sales

(749,182
)
(439,634
)

Rental and utilities

(209,798
)
(125,971
)

Depreciation and amortisation
1(e)(v)
(130,458
)
(90,183
)

Advertising and promotion

(48,467
)
(42,730
)

Other operating expenses
1(d)(iv)
(226,859
)
(154,279
)

Deficit on revaluation of investment properties

(40,678
)
-

Provision for asset impairment
1(e)(v)&4
(95,933
)
(22,657
)

PROFIT FROM OPERATING ACTIVITIES

614,850

659,417

Finance costs

(1,020
)
(1,564
)

OPERATING PROFIT

613,830

657,853

Share of profits less losses of associates

10,200

7,038

Share of loss of a jointly controlled entity

(15,857
)
(3,184
)

PROFIT BEFORE TAX

608,173

661,707

Tax
5
(118,363
)
(97,927
)

PROFIT AFTER TAX

489,810

563,780

Minority interests
1(d)(v)
(7,017
)
(1,206
)

PROFIT ATTRIBUTABLE TO SHAREHOLDERS
1(e)(v)
482,793

562,574

DIVIDENDS
10
572,367

519,742

EARNINGS PER SHARE
6

  Basic

27.85 cents

32.49 cents

  Diluted

27.84 cents

32.47 cents

CONDENSED CONSOLIDATED BALANCE SHEET
As at 31 December 2001





(Restated)





(note 1)


31 December 

30 June 



2001

2000


Notes
HK$'000

HK$'000

NON-CURRENT ASSETS

  Publishing titles
1(a)(i), 1(e)(ii)&8
-

-

  Fixed assets

1,621,494

1,707,563

  Interests in associates

45,900

56,337

  Interest in a jointly controlled entity

11,213

3,248

  Long-term investment shares

151,486

370,546



1,830,093

2,137,694

CURRENT ASSETS

  Inventories

56,981

55,523

  Accounts receivable

158,238

263,331

  Prepayments, deposits and other receivables

60,080

59,346

  Bank balances and deposits

283,675

477,423



558,974

855,623

CURRENT LIABILITIES

  Accounts payable and accrued liabilities
1(d)(i)
167,594

264,398

  Tax payable

8,996

105,555

  Subscriptions in advance

12,875

13,802

  Interest-bearing bank loans, secured

-

805


1(e)(iv)
189,465

384,560

NET CURRENT ASSETS

369,509

471,063

TOTAL ASSETS LESS CURRENT LIABILITIES

2,199,602

2,608,757

NON-CURRENT LIABILITIES

  Minority interests
1(d)(iii)
10,676

3,992

  Interest-bearing bank loans, secured

-

4,562

  Deferred tax

81,206

75,808



91,882

84,362


1(e)(ii)
2,107,720

2,524,395

CAPITAL AND RESERVES

  Issued capital

173,438

173,295

  Reserves

1,934,282

2,091,158

  Proposed final dividend

-

259,942


9
1,934,282

2,351,100


1(e)(ii)
2,107,720

2,524,395
NOTES TO THE ACCOUNTS 

Restatements of the Group's consolidated balance sheet and profit and loss account for the 12 month period ended 30 June 2000

Due to the adoption of new and revised Statements of Standard Accounting Practice ("SSAPs") issued by Hong Kong Society of Accountants in the current reporting period, certain figures have been restated. The changes are set out below.
(a)
Publishing titles
Prior to the 18 month period ended 31 December 2001, publishing titles were stated at cost of HK$1,820,000,000. Under the new SSAP 29 "Intangible Assets", the publishing titles have to be amortised on a straight-line basis over their useful lives. These publishing titles were acquired in 1987 and their useful lives have been determined to be 10 years. The cost of HK$1,820,000,000 was fully amortised by 1997 as a result of adopting SSAP 29. 
Changes to the consolidated balance sheet 
(i)
The publishing titles previously stated at HK$1,820,000,000 were restated to nil balance.
(ii)
The net assets were reduced by HK$1,820,000,000.

(iii)
The retained profit was reduced by HK$1,820,000,000.
There is no impact on the results for the 18 month period ended 31 December 2001 and the 12 month period ended 30 June 2000. 
(b)
Goodwill
Prior to the 18 month period ended 31 December 2001, goodwill was eliminated against contributed surplus in the year of acquisition. The goodwill previously eliminated was HK$610,033,000. 

The SSAP 30 "Business Combinations" and the SSAP 31 "Impairment of Assets" require goodwill to be stated in the consolidated balance sheet at cost less accumulated amortisation and provision for impairment in value, if any. 

As a result of adopting SSAP 30 and SSAP 31, goodwill of HK$610,033,000 was restated as goodwill in the consolidated balance sheet. The goodwill has been fully amortised or provided for impairment prior to 1 July 2000 following the requirement by SSAP 30 and SSAP 31 to amortise and provide for impairment.

Changes to the consolidated balance sheet 

(i)
Net assets - no change as the cost restated was either amortised or provided for impairment.

(ii)
The retained profit was reduced by HK$610,033,000.

The contributed surplus was increased by HK$610,033,000.

Changes to the consolidated profit and loss account

(iv)
Depreciation and amortisation was increased by HK$8,657,000 due to amortisation of goodwill.

(v)
Provision for asset impairment was increased by HK$22,657,000 due to provision for impairment in goodwill. 

(vi)
Profit attributable to shareholders was reduced by HK$31,314,000 being total of (iv) and (v).

There is no impact on the results for the 18 month period ended 31 December 2001 as the goodwill has been fully amortised or provided for impairment prior to 1 July 2000. 

(c)
Dividend

Prior to the 18 month period ended 31 December 2001, the Group recognised the final dividend declared after the consolidated balance sheet date as current liabilities at the balance sheet date. Under the SSAP 9 (revised) the dividend has to be recognised in the reporting period in which it is declared. As a result of adopting SSAP 9 (revised), the final dividend for the 12 month period ended 30 June 2000 of HK$259,942,000 declared on 15 September 2000 was no longer recognised in the consolidated balance sheet as current liabilities and was added back to the retained profit.
Changes to the consolidated balance sheet
(i)
The net assets were increased by HK$259,942,000 and the current liabilities were reduced by HK$259,942,000.

(ii)
The retained profit was increased by HK$259,942,000.

(d)
Minority interests

In the consolidated balance sheet, minority interests of HK$3,992,000 previously included in the "Accounts payable and accrued liabilities" was reclassified to "Minority interests" in line with the presentation in the 18 month period ended 31 December 2001. 

In the consolidated profit and loss account, the profit attributable to minority interests of HK$1,206,000 previously included under "Other operating expenses" was also reclassified to "Minority interests".
Changes to the consolidated balance sheet
(i)
Accounts payable and accrued liabilities were reduced by HK$3,992,000.
(ii)
Current liabilities were reduced by HK$3,992,000.
(iii)
Minority interests were increased by HK$3,992,000.

Changes to the consolidated profit and loss account
(iv)
Other operating expenses were reduced by HK$1,206,000.
(v)
Minority interests were increased by HK$1,206,000.
(vi)
Profit attributable to shareholders - no change.
(e)
Summary of restatements to the Group's consolidated balance sheet and profit and loss account for the 12 month period ended 30 June 2000
(i)
Retained earnings as at 30 June 2000

Notes
HK$'000

As previously reported 

1,248,623

Less:

  - accumulated amortisation of

     publishing titles
1(a)(iii)
(1,820,000
)

  - accumulated amortisation and

     provision for impairment in 

     goodwill
1(b)(ii)
(610,033
)

Add: proposed dividend
1(c)(ii)
259,942

As restated
9
(921,468
)

(ii)
Total assets and liabilities as at 30 June 2000



Total

Total

Net



assets

liabilities

assets


Notes
HK$'000

HK'000

HK$'000

As previously reported

4,813,317

(728,864
)
4,084,453

Less: accumulated amortisation of

      publishing titles
1(a)(ii)
(1,820,000
)
-

(1,820,000
)

Add: restatement of goodwill

610,033

-

610,033

Less: accumulated amortisation and 

      provision for impairment in

      goodwill

(610,033
)
-

(610,033
)

Add: proposed dividend
1(c)(i)
-

259,942

259,942

As restated

2,993,317

(468,922
)
2,524,395

(iii)
Contributed surplus as at 30 June 2000

Notes
HK$'000
As previously reported

1,454,099

Add: restatement of goodwill
1(b)(iii)
610,033

As restated
9
2,064,132
(iv)
Current liabilities as at 30 June 2000

Notes
HK$'000
As previously reported

648,494

Less: proposed dividend
1(c)(i)
(259,942
)

Less: minority interests
1(d)(ii)
(3,992
)

As restated

384,560
(v)
Profit attributable to shareholders for the 12 month period ended 30 June 2000


Depreciation

Provision

Profit 



and

for asset

attributable



amortisation

impairment

to shareholders


Notes
HK$'000

HK$'000

HK$'000

As previously restated

(81,526
)
-

593,888

Less: amortisation of goodwill
1(b)(iv)
(8,657
)
-

(8,657
)

Less: provision for impairment

      in goodwill
1(b)(v)
-

(22,657
)
(22,657
)

Net change
1(b)(vi)
(8,657
)
(22,657
)
(31,314
)

As restated

(90,183
)
(22,657
)
562,574

1. Segment information

The Company acted as an investment holding company during the period. The principal activities of the Group during the 18 month period ended 31 December 2001 have not changed and consisted of the publishing, printing and distribution of the South China Morning Post, Sunday Morning Post and other print and on-line publications, retailing, music publishing, video and film post-production, recreation clubs, education and holding of properties for rental income purpose.

An analysis of the Group's turnover and contribution to operating profit for the period is as follows:

Turnover
Contribution to


operating profit








(Restated)

 
18 month

12 month

18 month

 12 month 


period ended

period ended

period ended

period ended

31 December

30 June

31 December

30 June


2001

2000

2001

2000


HK$'000

HK$'000

HK$'000

HK$'000
Newspapers, magazines and other
  publications
1,722,925

1,262,724

532,473

571,432

Retailing
610,408

359,664

(1,272
)
6,445

Entertainment, recreation and
  education services
247,091

172,957

16,298

2,956

Video and film post-production
47,803

34,734

4,250

3,373

Property holding
116,856

82,834

62,081

73,647

Total
2,745,083

1,912,913

613,830

657,853
3.
Other revenue

18 month

12 month


period ended

period ended


31 December 2001

30 June 2000


HK$'000

HK$'000
Dividend income from listed investments
4,449

6,331

Interest income
36,488

25,658

Others
3,391

 390

Total
44,328

32,379
4.
Provision for asset impairment



(Restated)


18 month

 12 month


period ended

period ended


31 December 2001

30 June 2000


HK$'000

HK$'000

Provision for impairment in value of

  long-term investment shares
92,403

-

Provision for impairment in goodwill

  (note 1(e)(v))
-

22,657

Provision for impairment in leasehold 

  land and buildings
3,530

-


95,933

22,657

5.
Tax


18 month

12 month


period ended

period ended

 
31 December 2001

30 June 2000


HK$'000

HK$'000

Company and subsidiaries:

  Provision for the period
109,085

99,034

  Deferred tax
5,718

(3,437
)


114,803

95,597

Associates:

  Hong Kong
-

39

  Elsewhere
3,560

2,291


3,560

2,330

Tax charge for the period
118,363

97,927
Hong Kong profits tax has been calculated at 16% (2000: 16%) on the assessable profits generated during the period. Taxes on profits assessable elsewhere have been calculated at the rates of tax prevailing in the countries in which the Group operates.
6.
Earnings per share
The calculation of basic earnings per share is based on the profit for the period attributable to shareholders of HK$482,793,000 (2000: HK$562,574,000) and the weighted average of 1,733,784,078 (2000: 1,731,388,275) shares in issue during the period.

The diluted earnings per share for the period is based on the profit for the period attributable to shareholders of HK$482,793,000 (2000: HK$562,574,000) and the weighted average of 1,733,784,078 (2000: 1,731,388,275) shares in issue during the period plus 136,447 (2000: 1,265,350) dilutive shares deemed to have been issued for no consideration in respect of share options outstanding during the period.
7.
Goodwill

HK$'000

Cost

At 1 July 2000

- as previously reported
-

- goodwill restated as a result of the adoption

   of SSAP 30 (note 1(b))
610,033

- as restated
610,033

At 31 December 2001
610,033

Accumulated amortisation and provision for impairment

At 1 July 2000

- as previously reported
-

- amount attributable to restated goodwill (note 1(b))
610,033

- as restated
610,033

Amortisation during the period
-

At 31 December 2001
610,033

Net book value

At 31 December 2001
-

At 30 June 2000

- as previously reported
-

- as restated
-

8.
Publishing titles


HK$'000

Cost

At 1 July 2000 and 31 December 2001
1,820,000

Accumulated amortisation

At 1 July 2000

- as previously reported
-

- effect resulting from the adoption of SSAP 29 (note 1(a))
1,820,000

- as restated
1,820,000

Provided for during the period
-

At 31 December 2001
1,820,000

Net book value

At 31 December 2001
-

At 30 June 2000

- as previously reported
1,820,000

- as restated
-
9.
Reserves





Investments

Asset



Retained


Share

Contributed

revaluation

revaluation

Translation

profits/


premium

surplus

reserve

reserve

reserve

(losses)

Total

HK$'000

HK$'000

HK$'000

HK$'000

HK$'000

HK$'000

HK$'000



(note 






(note




1(e)(iii))







1(e)(i))
At 1 July 2000

As previously stated
1,144,120

1,454,099

93,541

1,503

(30,728
)
1,248,623

3,911,158

Effects of adopting SSAP 30:

Goodwill re-capitalised
-

610,033

-

-

-

-

610,033

Accumulated amortisation of
  goodwill
-

-

-

-

-

(439,918
)
(439,918
)

Accumulated provision for
  impairment in goodwill
-

-

-

-

-

(170,115
)
(170,115
)

Effects of adopting SSAP 29:

Accumulated amortisation of 

  publishing titles
-

-

-

-

-

(1,820,000
)
(1,820,000
)

Effects of adopting SSAP 9
  (revised):

Proposed final dividend for
  the 12 month period ended
  30 June 2000 declared after 

  the year end
-

-

-

-

-

259,942

259,942

As restated
1,144,120

2,064,132

93,541

1,503

(30,728
)
(921,468
)
2,351,100

Issue of shares
7,155

-

-

-

-

-

7,155

Change in fair values of
  long-term investment shares
-

-

(31,497
)
-

-

-

(31,497
)

Revaluation reserve realized

  on disposal
-

-

(34,707
)
-

-

-

(34,707
)

Exchange differences on
  consolidation
-

-

-

-

(8,253
)
-

(8,253
)

Profit for the period
-

-

-

-

-

482,793

482,793

2000 final dividend
-

-

-

-

-

(259,942
)
(259,942
)

2001 first interim dividend
-

-

-

-

-

(260,178
)
(260,178
)

2001 second interim dividend
-

(138,751
)
-

-

-

-

(138,751
)

2001 special dividend
-

-

-

-

-

(173,438
)
(173,438
)

At 31 December 2001
1,151,275

1,925,381

27,337

1,503

(38,981
)
(1,132,233
)
1,934,282
10.
Dividends

18 month

12 month


period ended

period ended

 
31 December 2001

30 June 2000


HK$'000

HK$'000

1st interim dividend of 15 cents per
  share (2000: 15 cents)
260,178

259,800

2nd interim dividend distribution of
  8 cents per share (2000: Nil)
138,751

-

Special dividend of 10 cents per
  share (2000: Nil)
173,438

-

Proposed final dividend, Nil per
  share (2000: 15 cents)
-

259,942


572,367

519,742
MANAGEMENT'S DISCUSSION AND ANALYSIS

Principal Activities
The Company acted as an investment holding company during the period. The principal activities of the Group during the period have not changed and consisted of the publishing, printing and distribution of the South China Morning Post, Sunday Morning Post and other print and on-line publications, retailing, music publishing, video and film post-production, recreation clubs, education and holding of properties for rental income purpose.

Results Summary

The results for this period comprises an 18 month period ended 31 December 2001, whilst the previous corresponding period is for a 12 month period ended 30 June 2000, and as such the two periods are not directly comparable.
During the 18 month period ended 31 December 2001, the Group's turnover amounted to HK$2,745.1 million (12 month period ended 30 June 2000: HK$1,912.9 million), and profit attributable to shareholders amounted to HK$482.8 million (12 month period ended 30 June 2000: HK$562.6 million). Earnings per share for the 18 month period was HK27.85 cents (12 month period ended 30 June 2000: HK32.49 cents).

Included in the reported earnings of HK$482.8 million were a gain of HK$51.9 million from part disposal of the listed share portfolio, revaluation deficit of HK$40.7 million in respect of investment properties and a provision of HK$95.9 million for internet investments and a property. Excluding these items, the Group would report a net profit of HK$567.5 million.

Operating costs and expenses for the 18 month period were HK$2,090.0 million (12 month period ended 30 June 2000: HK$1,310.1 million). The major increases in operating costs came from staff costs, cost of materials and sales and rental and utility costs. Staff costs which accounted for approximately 34.7% of total operating expenses, increased following an annual salary review in July 2000 and increased staff numbers. Total headcount of the Group in June 2000 was 1,632, which increased to 1,745 in December 2000 due to new hires in several businesses of the Group. The cost of materials and sales increases were due mainly to increase in average newsprint cost by 24.5% to HK$5,000 (US$641) per metric ton compared to the previous period, and higher retail sales from the Daily Stop outlets. Rental and utility increases were due mainly to higher rent review for the Daily Stop outlets located in the MTR stations, and net increase of 10 Daily Stop outlets, from 62 to 72 outlets, though this was partially offset by the net closure of 6 Health Plus stores, from 33 to 27 stores. Depreciation increased slightly due to additions of fixed assets. No amortisation was recorded as the pre-operating expenses and goodwill had been fully amortised in previous years. 

The results of the Group in the last 12 months (January to December 2001) had been severely affected by the global economic downturn, which was further exacerbated by the terrorist attacks of September 11 in the United States. Recognising that it is particularly important in this climate to contain costs to compensate for the revenue shortfall, management undertook cost reduction measures throughout the Group, including the following:

●
progressively reduced staff numbers during the year, to 1,570 employees at the end of 2001. This reduction was in all divisions. A salary freeze (the last salary increment was in July 2000) was imposed and strict controls on re-hire were implemented as staff leave through natural attrition. Certain services of the Group, such as distribution and cleaning were subcontracted out, and the working hours and overtime rates for certain business divisions were reviewed;

●
reviewed vendor agreements and further consolidated the purchasing functions within the Group; and
●
suspended the publication of two magazine titles, Champion Sports and Revolution, which became unprofitable to continue with. The operations of Capital Artists were also suspended; the issues of piracy and high guaranteed fees required to retain popular artists made this business commercially unviable.
Review of Operations
Newspapers, magazines and other publications
For the 18 month period ended 31 December 2001, this division recorded turnover of HK$1,722.9 million and an operating profit of HK$532.5 million.

2001 saw a marked slowdown in recruitment activity across all sectors, with executive demand levels down by more than 50% in 2001 compared to 2000, amid a fast increasing unemployment rate in Hong Kong. Advertising revenue in Classified Post was severely impacted by this slowdown in recruitment activity. In the 18 month period, average volume was down by some 8.7% and average yield also decreased compared to the 12 month period ended 30 June 2000. 

Despite the weak economy and decline in revenue, the Group continued to invest in product development and brand building activities to strengthen its leadership position in the market. In this respect, in June 2001, the Group launched Jiu Jik, a weekly bilingual recruitment magazine with 90,000 copies distributed free through Daily Stop, 7-Eleven, key MTR exits and KCRC stations, career centres of universities and other educational institutions and continuing education centres. Jiu Jik targets the large pool of new graduates and young professionals and was introduced as part of our continuing effort to offer advertisers a set of media choices to meet their needs. careers.scmp.com was revamped and relaunched as classifiedpost.com in June 2001 to extend the strong brand of Classified Post and to reflect the integration of print and online throughout the Group. The response to the relaunched site has been positive and usage is growing with over 6.5 million page views per month and some 65,000 users registered for e-mail job alerts. 

The slowdown in display advertising was further heightened following September 11, where, in particular, there was immediate cancellation of ad bookings from the airlines, hotels and travel related industries. Although there had been some improvement and return since then, advertisers are still cautious with their ad spend. In the 18 month period, average volume decreased by 11.9% while average yield increased slightly compared to the 12 month period ended 30 June 2000. 

Circulation revenue was affected by decline in yield due to discounted subscription sales. During the first 6 months of 2001, circulation of the South China Morning Post and Sunday Morning Post saw an increase of 1.4% to 110,115 copies and a decrease of 0.1% to 92,353 copies, respectively, as compared to the corresponding period in 2000. However, during the last 6 months of 2001, the circulation of South China Morning Post and Sunday Morning Post saw a decrease of 2.3% to 114,028 copies and 5.7% to 89,204 copies, respectively, as compared with prior corresponding period.

During the year, the print and online editorial resources were successfully converged. Usage of the website has continued to grow, as at the end of 2001, SCMP.com has some 600,000 registered users with page views of some 30 million per month. Principal revenue sources for SCMP.com continue to be advertising, content sales and licensing, however, with the downturn in the economy, there was a significant drop in internet advertising revenue. To expand its revenue sources, in February 2002, SCMP.com launched a paid subscription-based service, branded SCMP.com Premium View. 

The magazine titles under SCMP Hearst Publications Limited performed satisfactory with increased revenue and contributions from the Cosmopolitan and Harper'S Bazaar titles. A new magazine title, CosmoGirl! was launched in September 2001 targeting the teenage market.

The magazine titles under SCMP Haymarket Publishing Limited performed poorly; Automobile being negatively affected by a weaker car sales market. During the period the publication of Champion Sports and Revolution was suspended due to continued poor performance. 

Retailing

This division recorded revenue of HK$610.4 million but sustained an operating loss of HK$1.3 million. The operating loss was primarily due to the operating and closure costs related to the bakery business (Bakers Oven) which was closed in May 2001, and operating losses from the Health Plus stores. The Daily Stop retail business continues to operate profitably. As at the end of December 2001, there were 72 Daily Stop outlets compared with 62 in June 2000 and 27 Health Plus outlets, down from 33 in June 2000.

Entertainment, recreation and education services

These divisions recorded revenues of HK$247.1 million and an operating profit of HK$16.3 million. Faced with continuing piracy and high guarantee fees required to retain popular artists, Capital Artists ceased operation in October 2001. The recreation clubs were sold for HK$27.8 million in December 2001, as the Group continues to exit non-core businesses. 

Video and film post-production

This division recorded revenue and operating profit of HK$47.8 million and HK$4.3 million, respectively. The performance of this division remained stable.

Property holding

The revenue and operating profit for this period was HK$116.9 million and HK$62.1 million, respectively. Rental income declined slightly on calendar year basis due to expiry of a lease rental in August 2001. The decline in operating profit was mainly due to deficit charge resulting from the revaluation of investment properties to market value.

Capital Expenditure

Total capital expenditure in the 18 month period ended 31 December 2001 amounted to HK$117.4 million, of which HK$23.7 million was spent on replacement items and HK$93.7 million on new capital items. Of the new capital items, HK$28.8 million was spent on convergence and relocation of the editorial and internet operations and relocation of other operations of the Group to the same office location in Quarry Bay, HK$28.5 million was spent on equipment and software for the digital migration programme, and HK$36.4 million as part payment for two additional colour printing presses.

For the coming year, the Group has approved capital expenditure of approximately HK$99.7 million, of which HK$85.1 million is allocated for (i) further payment for the additional two colour printing presses and the digital migration programme, (ii) replacement of the editorial, advertising and accounting systems, (iii) new retail shops, and (iv) computers and technology related equipment and software. The balance of HK$14.6 million is allocated for replacement items.

Liquidity and Capital Resources

Net cash provided by operating activities was HK$793.5 million in the 18 month period ended 31 December 2001, compared with HK$668.7 million in the 12 month period ended 30 June 2000. Cash was used primarily for payment of dividends, taxation and capital expenditure.

Net cash inflow from financing activities was HK$1.9 million in the 18 month period ended 31 December 2001, compared with net outflow of HK$31.4 million in the 12 month period ended 30 June 2000. The improvement was due to reduced amount of bank loan repayment and proceeds from the issuance of shares under the employee share option scheme.

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

The ratio of current assets to current liabilities improved to 2.95 times as at 31 December 2001 compared to 2.22 times as at 30 June 2000.

PROSPECTS

The Group continues to streamline its operations with the suspension of the publication of PC Home magazine in February 2002 and the sale of its kindergarten and child care business (under Sun Island English Kindergarten Limited) in March 2002. 

In March 2002, the Group was awarded the contract by MTR Corporation Limited to publish and distribute a new weekly recruitment magazine in the MTR stations. This new publication, targeting job seekers and the working population travelling on the MTR, is in line with the Group's strategy to offer advertisers a wider range of products and solutions to meet their recruitment needs.

The focus for 2002 will be to expand the Group's publishing business, and in this, the emphasis is on the China market. In terms of outlook, both recruitment and display advertising is not expected to see any significant recovery in Hong Kong this year, whilst the Group's operations will benefit from a lower cost base and lower newsprint prices. With its leading market position and strong balance sheet, the Group is well placed to maximise the benefits of an eventual economic recovery.
CORPORATE GOVERNANCE STATEMENT
The Directors and management are committed to high standards of corporate governance which provide an important framework for the overall operations of the Group. In the annual reader survey by the Far Eastern Economic Review of Hong Kong's Leading Companies, the Company had maintained its 6th Position ranking in 2001 (2000: ranked 6th; 1999: ranked 15th). This survey ranks companies on the basis of overall leadership, services/products quality, innovation in responding to customer needs, long term management vision, financial soundness and whether others try to emulate it. The Company was also ranked in October 2000, in HSBC's Asian 100 - Asia's leading corporates.

In 2001, the Group replaced its incumbent auditors with PricewaterhouseCoopers to obtain a fresh review of the Group's operating systems and internal controls. After detailed review and shortlist process, the Company engaged KPMG Consulting, Inc as management consultants for the financial management information system (Oracle Financials) to be implemented in 2002.
CORPORATE COMMUNICATIONS INITIATIVES
Website

The Company's website, scmpgroup.com, was launched in October 2000. The site has continued to enhance the Group's corporate image and is a helpful source of information for third parties on the Group and its current activities. The website has average page views of 20,400 per month since its launch.

Investor Relations

The senior management hosts analysts and investors briefings twice a year, following the release of the Group's interim and final results, as occasions for the investment community to query the senior management on the Group's performance and strategy. The senior management is willing and regularly meets with institutional investors and analysts, and participates at investors conferences. 
DIVIDENDS
The Directors do not recommend the payment of a final dividend in respect of the 18 month period ended 31 December 2001. During the 18 month period ended 31 December 2001, total dividend distributions of HK33 cents per share had been paid, comprising a first interim dividend of HK15 cents per share, a special dividend of HK10 cents per share and a second interim dividend distribution of HK8 cents per share.
BOOK CLOSURE
The Register of Members will be closed from Thursday, 23 May 2002 to Tuesday, 28 May 2002, both dates inclusive. All transfers accompanied by the relevant share certificates must be lodged with the Company's Hong Kong Branch Share Registrars, Central Registration Hong Kong Limited of 19th Floor, Hopewell Centre, 183 Queen's Road East, Hong Kong, not later than 4:00 p.m. on Wednesday, 22 May 2002 so as to qualify for attending the Annual General Meeting on Wednesday, 29 May 2002.
PURCHASE, REDEMPTION OR SALE OF THE COMPANY'S SHARES
Neither the Company nor any of its subsidiaries purchased, redeemed or sold any of the Company's shares during the 18 month period ended 31 December 2001.
CODE OF BEST PRACTICE
In the opinion of the Directors, the Company has complied with the Code of Best Practice as set out in Appendix 14 to the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited throughout the 18 month period ended 31 December 2001, save that the non-executive Directors have not been appointed for a specific term, but are subject to retirement by rotation and re-election in accordance with the Company's Bye-laws.
EMPLOYEES 
The Group has approximately 1,570 employees based in Hong Kong. The Group remunerates its employees largely based on industry practice and also adopts a share option scheme for employees with awards determined annually based upon the performance of the Group and individual employees.
AUDIT COMMITTEE
The Audit Committee has been established since 1998 with written terms of reference and currently comprises two Independent non-executive Directors, namely Mr. Peter Lee Ting Chang and Mr. Ronald J. Arculli, and a non-executive Director, Mr. Chye Kuok Khoon Ho (in place of the late Mr. Paul J.C. Bush). Eight Audit Committee meetings have been held prior to the date of this announcement. The Audit Committee has reviewed the Group's audited consolidated final results for the 18 month period ended 31 December 2001.
On Behalf of the Board

KUOK Khoon Ean

Chairman
Hong Kong, 25 March 2002

Detailed final results containing all the information required by paragraphs 45(1) to 45(3) of Appendix 16 of the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited (the "Stock Exchange") will be published on the Stock Exchange's website in due course. The Annual Report of the Company will be dispatched to shareholders before end of April 2002.

*
For identification purpose only

"Please also refer to the published version of this announcement in the South China Morning Post"

24
SCMP Group Limited - Announcement
Hong Kong, 25 March 2002

