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{Incorporated in Bermude with limited lability)

The Stock Exchange of Hong Kong Limited takes no responsiblility for the contents of this
toss howsoever arising from or in reliance upon the whole ar any part of the contenis of this announcement.

makes no rep

as to is accuracy or completeness and expressly disclaimas any tiabtlity whatsoever for any

ONGOING CONNECTED TRANSACTIONS

Transactions and the waiver have been disclosed in the Compeny's

extended to the financial years ending 31 December 2004 and 2005,

The subsidiaries of the Company from time to time engage subsidiaries of Kerry Group to provide Logistics Services, Transportation and Distribution Services end services of similar nature. These transuctions
are and will be regarded as connected transactions for the Company under the Listing Rules, The Stock Exchange has granted to the Company a conditional waiver of compliance with the disclosure
requirements as supulaled under Rule 14,25 of the Listing Rules in respect of the Transactions on sach occasion they arise for a perlod of three financial years ending 3} December 2003, details of the
dated | N r 2008,

The Directors, including the independent non-executive Directors, of the Company are of the view that the Transactions are and will be on normal commercial terms and fair and reasonable so far as the
Compeny and the sharehalders of the-Company are concerned and. in the interest of the Company and the shareholders of the Company as & whole. Accordingly, the Company applied for the conditional waiver
from the Stock Exchange from complying with the disclosure requirements as stipulsted under Rule 14.25 of the Listing Rules in respect of the Transactions on each occasion such requirements arise 10 be

ONGOING TRANSACTIONS

The aubsidiaries of the Company from time to time engage wbndlanes of the Kerry Group to provide
Logls\lcs Services, Transportation and Distribution Services and services of similar nature, The following
is & summary of these transactione. Kerry Group Limited is a substantial sharcholder (as defined in the
Listing Rules) of the Company holding approximately 38,10% of the Company’s issued share capnﬂ a8
at 30 June 2003, Accordingly, compamcs of the Kerry Group are connected persons (as defined in the
Listing Rules) and these transactiona constituted connected transactions for the Company ur\dor the
“Listing Rules,

A.  Logistics Services

(&)  An agrezment dated 3 November 2001 madeé between SCMP Baok Publishing and Kerry
Logistics whereby SCMP Book Publishing engages Kerry Logistics to provide Logistics
Services for a period of one year from 15 October 2001 w0 18 October 2002, Pursuant 10 two
agreements of extension dated 5§ October 2002 and 30 December 2002 respectively, both
parties have agreed to extend the term of the agreement for approximately two and haif
months 10 31 December 2002 and subsequently for a further period of two months to 28
February 2003 under the same terms and conditions. SCMP Book Publishing and Kerry
Logistics entered into 2 new agreement dated 25 March 2003 whereby both parties agres to
continue the Logistics Services for a further term of one year from 1 March 2003 to 29
February 2004, The service fee shali be based on the logistic services provided, It is envisaged
that the arrangement will be continued after. 29 February 2004 and the agreement may. be
extended for a further term to be agreed by both parties depends on the then prevailing
business needs. The service fee will be based on theé servicas provided by reference to the
then prevailing market condmonn

(6 An dated 16 2002 made b
whareby SCMP Retailing engagen Kerry Logistics to provide Logistics Services for a period
of one year from 1 October 2002 1o 30 September 2003. Pursuant to an agreemsnt of
extension dated 29 September 2003, both parties have agreed to extend the term of the
agreement for one month to 31 October 2003 under the same terms and conditions. The
service fee shall be based on the logistic services provided, It is envisaged that the arrangement
will be continued after 3t October 2003 and the agreement may be extended for a further
term to be agreed by both plrlle! depends on the then prevailing business needs. The service
fee will be based on the services provided and number of outlets by reference o (he then
‘Breveiling market conditions,

The aggregate amount of service fee of the above transactions paid for the financial year ended 31
December 2002 amounted to HK$933,000, which represents 0.0158% of the book value of the Company’s
NTA as.disclosed in the latest published nudited accounts of the Company made up to 31 December
2002.

The estimated aggregate amount of service fee of the above transactions payable for the financial year
ending 31 December 2003 will be approximately HK$2,419,000, ‘which represents 0.0408% of the book
velue of the Company's NTA as disclosed in the latest published audited accounts of the Company made
up 10 31 December 2002,

B. Transportation and Distribution Services

(a)  An agreement dated 15 August 2001 madé between SCMP Publishers and Kerry Distribution

whereby SCMP Publishers engages Kerry Distribution 10 provide Transportation and
“Distribution Services to.SCMP Publighers for a term of one year'from 15 August 2001 to 14
August 2002. Pursuant to an agreement dated 19 August 2002, both parties have agreed to
continue the Transportation and Distribution Services.for s further term of one year from 15
August 2002 to 14 August 2003, SCMP Publishers and Kerry Distribution agreed to .early
terminate the agreement with offect from | April 2003 and the Transportation and Distribution
Services ere being provided to SCMP Publishers under new agreements mentioned below.

(b)  An agreement dated 19 August 2002 made between SCMP Publishers and Kerry Distribution
whereby SCMP Publishers sngages Kerry Distribution to provide daily newspaper pre-delivery
services for a tdrm of two years from 31 May 2002 to 30 May 2004. SCMP Publishers and
Kerry Distribution agreed to early terminate the agreement with effect from } April 2003
and the services are being provided to SCMP Publishers under new ngreements mentioned
below,

(¢}  An agreement dated 27 February 2003 made between SCMP Publishers and Kerry Distribution
whereby SCMP Publishers engages Kerry Diatribution to provide delivery services of
newspapers to schools on Hong Kong Island and Kowloen for a term of two years from |
April 2003 to 31 March 2005, The service fee shall be based on the newspaper delivery
services provided and delivery locations of the schools.

(d)  Anegreement dated 27 February 2003 made between SCMP Pub]lshcra and Kerry Distribution

whereby SCMP Publishers engages Kerry Distribution to provide delivery services of -

newspapers to schools in the New Territories, Hong Kong for 2 term of two years from |
April 2003 to 31 March 2005, The service fee shall be based on the newspaper delivery
services provided and delivery locations of the schools.

(e)  An agreement dated 27 March 2003 made between SCMP Publishers and Kerry Distribution
whereby SCMP Publishers engeges Kerry Distribution to provide delivery services of
newspapers to SCMP Publishers’ designated clients in Hong Kong for 2 term of twa years
from | April 2003 to 31 March 2005. The service fee shall be based on the newspaper.
delivery services provided.

(N An agreement dated 29 March 2003 made between SCMP Pubhsbcu and Kerry Distribution
whereby SCMP Publishers engages Kerry Distribution to provide delivery services of
newspapers to SCMP Publishers’ distributors in Hong Kong for a term of two years from |
April 2003 1o 31 March 2005, The service fee shall be based on the newspaper delivery
services provided.

(g) An agreement dated 31 March 2003 made between SCMP Publishers and Kerry Distribution
whereby SCMP Publishers engages Kerry Distribution to provide delivery and collection
services of documents to and from SCMP Publishers’ designated offices in Hong Kong for a
term of two years from 1 Apri) 2003 to 31 March 2005. The service fee shall be based on the
document delivery and collection services provided,

{h)  An ogreement dated 31 March 2003 made between SCMP Publishers and Kerry Distribution

. whereby SCMP Publishers engages Kerry Distribution to provide pre-delivery services af the
loading bay situated on the ground floor of Morning Post Centre in Tai Po, New Territories,
Hong Kong for o term of two years from 1 April 2003 to 31 March 2005. The service fee
shall be based on the pre-delivery services provided.
As noted from the above, the transactions described under item B(a) and B(b) had terminated and the
remﬁlmng are DHBOIWE
The aggregate amount of service fee of the above transactions paid for the financial year ended 31
December 2002 amounted to HK$7,071,000, which represents 0.1194% of the book value of the Company's
[;T;; ag discloaed in the latest published sudited accounts of the Company made up to 31 December
00
The estimated aggregate amount of service fee of the above transactions payable for the financial year

ending 31 December 2003 will be approximately HK$4,845,000, which represents 0.0818% of the book -

value of the Company's NTA as disclosed in the latest published audited accounts of the Company made
up 10 31 December 2002,

'Deteils of the above agreements A(a). A(b), B(a) and B(b) as required under Rule 14.25(1)(A) to (D) of
the Listing Rules were disclosed in the Company’s Annual Report 2002,

REASONS FOR THE ONGOING TRANSACTIONS

The Company is an investment holding company. The principal activities of the Group consist of the
publishing, printing and distribution of the South China Morning Post, Sunday Morning Post and other
print and on-line puhlicalionu in Hong Kong. The Group also involves in retailing, video and film post-
production and property investment through its subsidiaries in Hong Kong.

Kerry Logistics is principally engaged in the provision of logistics services including wnrehounlng‘
inventory management and delivery for supply and retail chaina in Hong Kong, Through its modern
e-fulfillment centre at the Kerry Cmrgu Centre in Hong Kong, Kerry Logistics is able to previde seamless
centralized replenishment operation for the aubsidieries of the Company. The management of the Group
conaldered Kerry Logistics to be a reputable provider of the Logistics Services in Hong Kong.

Kerry Distribution is principolly engaged in the provision of transportation and distribution services in
Hong Kong,
the Transportation and Distribution Services in Hong Kong.

By engaging Kerry Logistics and Kerry Distribution to provide Logistics Services and Transportation
snd Distribution Services, the subsidiaries of the Company will be able to reduce significant amount of
relevant administrative and overhead costs or to increase efficiency and reliability in serving their outlets
and customers.

SCMP Retailing and Kerry Logistics

The management of the Group considered Kerry Distribution to be a reputable provider uf_

WAIVER APPLICATION
The ongoing transactions are envisaged to teke place on a continuing basis. While the necessity of future
similar arrangements will depend on the prevailing business needs of the Group and Kerry Group, it is
anticipated that subsidiaries of the Company will continue to engage subsidiaries of Kerry Group to
provide the Services (including the ongoing tr 1 the “Transactions™). The Transactions are and
will be regarded as connected transactions for the Company under the Listing Rules, The Directors,
including independent non-executive Directors, of the Company are of the view that the Transactions are
and will be on normal commercinl terms and fair and reasoneble 5o far as the Company and the shareholders
of the Company are concerned and in the interest of the Company and the shareholders of the Company
es & whole,

Based on the nggregate amount of services fees of HK$933,000 paid for the Logistics Services and

HKS$7,071,000 paid for the Transporlauon and Distribution Services for the financial year ended 31

ber 2002 and the gete emount of services fees of approximately HK$2,419,000
payable for the Logistics Services and approximately HK$4,845,000 payable for the Transportation and

Distribution Services far the financial year ending 31 December 2003, the Diractors of the Campany

anticipate that the aggregate annual service fee to be paid by the subsidiaries of the Compuny in respect

of the Transactions under the respective category of Logistics Services and Transportation and Distribution

Services will, in each case, be less than 3% of the book value of the Company's NTA in each of the

relevant financial years or HK$10 million, whichever is the higher. it would be impracticoblie and unduly

burdensome for the Company to make separate press on each ion such requirements
arise.

Agccordingly, the Company applied for the conditione! waiver from the Stock Exchange from complying

the discloaure requirements as stipulated under Rule 14.25 of the Listing Rules in respect of the

Trensactions on each occasion such requirements arise be extended to the financinl years ending 31

December 2004 and 2005 respectively, such that the Transactions need only be disclosed in the reapective

published annual reports and accounts of the Company and no press announcement will be required vn

the conditions that the aggregate amount of the Transactions under the respective category of Logistics

Services and Transportation and Distribution Services for each financial year shall not exceed 3% of the

book value of the Company's NTA in the relevant financial year or HK$10 million, whichever is the

higher.

The waiver is also subject to the following conditions:

i.  the Transactions shall be : ’ .

(a)  entered into by the Group in the ordinary snd psual course of its business;

(b) conducted on normal commercial terms or if there are not sufficient comparable transactions
to judge whether they are on normal commarcial terms, on terms no less favourable than
terms available from independent third parties as appropriate; and

(¢) in mccordance with the relevant agreements on terms that are fair and reasonable so far as
the shareholders of the Company are concerned and in the interest of the Compuny ns a
whole;

2. the aggregate amount of the Transactions under the respective category of Logistics Servicer and
Transportation and Distribution Services for each financial yesar shall, in each case, not exceed 3%
of the book value of the Company’s NTA in the relevant f‘mancia\ year of HK$10 miition, whichever
is the higher (the “Relevant Cap Amount™);

3 the independent non-executive Directors of the Company shall review the Transactions ondually
and confirm in the Company's annual report for each of the relevant financial year that the
Tr i have been d tn the manner as stated in paragrapha 1 and 2 above;

4. the auditors of the Company shall review annually the Transactions and confirm by way of a letter
addressed to the Board of Directors of the Company and a copy to the Stock Exchange stating that:
(a)  the Transzctions have been approved by the Board of Directors of the Company;

(b} the Transactions have been entered into in accordance with the terms of the ugreements
governing the Transactions or (where there is no such agreements) oh terms no less favoureble
than terms available to or from independent third parties: and

(c) the aggregate value of the Transactions under the respective category of Logistics Services
and Transportation and Distribution Services does not exceed, in each case, the Refevant
Cap Amount as stated in paragraph 2 above; and .

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

and where, for whatever reason, the auditors decline to accept the engagement or are unable to

provide the Letter, the Directors shall contact the Stock Exchange immediately; and

s, details of the Transactions in each financial year shall be disclesed as required under Rule
14.25(1)(A) to (D) of the Listing Rules in the annuai report of the Company for the relevant years
whilst the Transactions subsist together with a confirmation of the independent non-executive
Directors of the Company referred to in paragraph 3 above.

If any of the velues of the Transactions exceed the relevant annual Cap Amount as referred to in

condition (2) above or if any terms of the.agreements or arrangements related to the Transuctions are

materially altered (unless as provided for under the terms of the relevam agreement or arrangement) of if
the Group enters into any new agresments or arr with any d perrons in the future, the

Company will comply in full with all the relevant provumns of Chapler 14 of the Listing Rules dealmg

with connected trangactions,

In the event of any future amendments to the Listing Rules imposing more str!':ngcm requirements than as

at the date of the granting of the waiver on transactions of the kind to whith the Transactions belong

‘including, but not limited to, & requirement that such transactions be made conditionu! on approval by

the independent shareholders of the Company, the Company will take immediate steps to ensure compliance
with such requirements within a reasonable time,

DEFINITIONS

“Company™ SCMP Group Limited, a company incorporated in Bermuda with limited
limbility, whose shares are listed in the Main Board of the Stock Exchange

“Directors” Directors of the Company, including independ nan ive Directors

“Group" Company and its subsidiaries

“Kerry Distribution” Kerry Distribution (Hong Kong) Limited, a subsidiary of Kerry Properties
Limited which is a subsidiary of Kerry Group Limited (o subatantial
sharcholder of the Compeny)

Kerry Group Limited, a substantial sharcholder of the Compuny (us defined
in the Listing Rules), and-its subsidiaries

Kerry Logistics (Hong Kong) Limited, 8 subsidiary of Kerry Properties
Limited which is a subsidiary of Kerry Group Limited (v fubstantial
shareholder of the Company)

Rules Governing the Listing of Securities an The Stock Exchange of Haag
Kong Limited

Logistics services including wareh
and rclated services

Net tangible assets as disclosed in the latest published audited conrolidsted

- accounts of the Company
SCMP Book Publishing Limited, & whelly-owned subsidiary of the
Compeny )
South China Morning Post Publishers Limited, a wholly-owned subsidiury
of the Company
SCMP Retailing (HK) Limited, a wholly-owned subsigiary of the Company
Services provided and to be provided by subsidiacies of Kerry Group
relating to Logistics Services and Transportation and Distribution Services
and services of similer nature
The Stock Exchange of Hong Kong Limited
Transportation and distribution services

“Kerry Group™

“Kerry Logistics”

“Listing Rulas™

“Logistics Services” ing, inventory 8 delivery

NTA"
“SCMP Book Publishing”
“SCMP Publishers”

“SCMP Retailing™
“Services”

“Stock Exchange”
“Transportation and
Distribution Services”
By Order of the Board * ‘
Vern Leung
Company Secretary
Hong Kong, 3 October 2003
* for tdentification purpose only,
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