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Review of Financial Results

The Group’s turnover for the nine months ended 31 December 2002 totaled
to HK$1,323.3 million (HK$2,028.9 million for the year ended 31 March 2002).
The Group’s audited consolidated loss before minority interests for the nine
months ended 31 December 2002 amounted to HK$304.1 million
(HK$669.7 million for the year ended 31 March 2002). This was mainly made
up of loss on operation of HK$34.2 million (HK$90.6 million for the year
ended 31 March 2002), share of results of associates of HK$33.5 million
(HK$129.3 million for the year ended 31 March 2002), impairment loss on
and amortisation of both tangible and intangible assets of HK$13.4 million
(HK$382.9 million for the year ended 31 March 2002), and provision for
irrecoverable advances and trade debts totaled to HK$184.9 million
(HK$57.1 million for the year ended 31 March 2002).

Travel and Related Services

The tourism business of Hong Kong recovered slowly from the “911" episode
during the period under the shadow of war between USA and Iraqg, the
terrorists attacks in Indonesia and Philippines, and the persistently high
unemployment rate in Hong Kong. As a result, turnover of this business
segment for the nine months ended 31 December 2002 was
HK$1,185.6 million (HK$1,849.1 million for the year ended 31 March 2002).
The loss for this segment was HK$6.5 million (HK$30.4 million for the year
ended 31 March 2002).

Transportation Services

Though facing keen competition on cross-border coach business, revenue
generated from our transportation business improved gradually with the
increasing demand on our exclusive shuttle bus service between Hong Kong
International Airport and Shenzhen Bao An International Airport. Turnover of
this business segment was HK$144.5 million (HK$196.2 million for the year
ended 31 March 2002). As a result, the transportation services recorded a
loss of HK$7.6 million during the nine months ended 31 December 2002
(HK$25 million for the year ended 31 March 2002).

Associated Companies

The associated company, operating a 5-stars hotel in Harbin, the PRC,
continued to report an operating loss. The Group's share of loss of this company
for the nine months ended 31 December 2002 was HK$30.2 million
(HK$128.3 million for the year ended 31 March 2002).

The Group’s share of results of Rosedale Hotel Group Limited (formerly known
as China Land Group Limited) (“Rosedale”) acquired in December 2002 was
a loss of HK$2.4 million.
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Material Acquisitions and Disposals

On 22 July 2002, the Company entered into a subscription agreement and a
conditional sale and purchase agreement with Rosedale. Under the
agreements, the Company, or its nominee, agreed to subscribe for
1,000,000,000 shares in Rosedale at a price of HK$0.30 each for cash and to
dispose of its entire interest in and advances to an investment holding company
(the “Investment Company”) holding a right to acquire 60% interest in a
hotel operated in Luoyang, the PRC for a consideration of HK$110 million
which was satisfied by 366,666,666 new shares issued by Rosedale. The
subscription of new shares in and disposal of the Investment Company to
Rosedale shall be completed subject to settlement of the outstanding payment
in accordance to the payment schedule.

On 24 July 2002, the Group entered into a share sales agreement with Comfort
Group Ltd, the owner of 25% interest in Trans-Island Limousine Service Limited
(“Trans-Island”), to acquire the 25% interest sold in 2001 at a consideration
of HK$40,000,000. The acquisition shall be completed subject to settlement
of the outstanding payment in accordance to the payment schedule.

On 11 December 2002, the Group entered into an agreement with the joint
venture partner for a joint development of a piece of land in Chengdu, the
PRC, to withdraw from the joint venture project entered into in 2001. Under
the agreement, the joint venture partner will transfer the titles of a total of
approximately 3,000 square meters of commercial areas and car parking spaces
in a commercial building in Chengdu, the PRC, to the Group in satisfaction of
the deposit of HK$70,500,000 paid for the joint development project in 2001.
The agreement has not yet been completed.

On 13 December 2002, the Group entered into an agreement with the
borrower, who purchased certain properties of the Group during the year
ended 31 March 2002, to settle a sum of HK$77.2 million due to the Group.
Under the agreement, the borrower will transfer its holding of a 26% interest
in a property company incorporated in Guangxi, the PRC, to the Group to
settle the aforesaid sum owed. The agreement has not yet been completed.

During the period, the Group has paid a deposit of HK$60 million to an
independent third party to acquire the interest in a co-operative joint venture
which will develop and operate a hotel in Guangdong, the PRC.

Liquidity and Capital Resources

At balance sheet date, the Group’s total borrowings were HK$489.9 million
which comprised loans from related companies of approximately
HK$6.5 million, bank and other borrowings repayable within one year of
approximately HK$184.5 million, bank and other borrowings repayable after
one year of HK$21.7 million, obligations under finance lease and sale and
lease back arrangements of HK$23.1 million and outstanding convertible notes
of HK$254.1 million repayable in 2 years from the date of issue.
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In April 2002, the Company has raised approximately HK$499.6 million to
reduce its debts and to finance its working capital and expansion plans by the
issue of 4,800,000,000 new shares for cash amounted to HK$129.6 million
and convertible notes of HK$370 million.

On 31 May 2002, the Company has entered into three subscription agreements
with three subscribers to subscribe for 2,000,000,000, 500,000,000 and
500,000,000 shares respectively in the Company at a price of HK$0.08 per
share. The last two subscriptions have been completed while the subscription
of 2,000,000,000 shares in the Company has not completed. As stated in the
Company’s announcement dated 4 April 2003, the subscription agreement
in relation to 2,000,000,000 shares in the Company is in dispute. Further
announcement will be made as and when appropriate.

Owing to the additional borrowings arranged to finance the abovementioned
acquisition of interests in Rosedale, the gearing ratio, expressed as a percentage
of total borrowings to shareholders’ funds, increased from 42.4% to 74.1%
at balance sheet date.

Pledge of Assets

At balance sheet date, certain assets of the Group amounted to
HK$121.6 million (at 31 March 2002: HK$128.2 million) were pledged to
banks and financial institutions for banking and leasing facilities.

In addition, at 31 December 2002, the Group also pledged its holding of
1,000,000,000 shares in Rosedale with a market value of approximately
HK$200 million to secure other loans of HK$100 million to the Group.

Contingent Liabilities

During the period, the Company, in relation to the disposal of its interest in a
subsidiary holding Luoyang Golden Gulf Hotel Co. Limited, has given an
undertaking to Rosedale to indemnify them against any potential loss they
may suffer as a result of failure to transfer the land use right to the former
subsidiary including the payment of any land premium payable for such
transfer. It is estimated that the land premium for such transfer would be
approximately HK$37.3 million.

The Company’s total contingent liabilities at 31 December 2002 were
approximately HK$200 million (at 31 March 2002: HK$208.5 million) in relation
to guarantees given to banks, financial institutions and suppliers in respect of
credit facilities granted to its subsidiaries, and in respect of the aforesaid
undertaking given to Rosedale.
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Currency Exposure

The majority of the Group’s assets and liabilities and business transactions are
denominated in Hong Kong dollars, US dollars and Renminbi. As such, the
fluctuation of foreign currencies did not have a significant impact on the
performance of the Group.

The Group shall continue to monitor closely its foreign currency exposure and
requirements and to arrange for hedging facilities when necessary.

Employees

At 31 December 2002, the Group has 1,257 employees of which 95 were
stationed in the PRC and 24 were stationed overseas. Competitive
remuneration packages are structured to commensurate with the
responsibilities, qualifications, experience and performance of individuals. The
Group also provided training programs, provident fund scheme and medical
insurance for its employees. Total staff costs for the nine months ended
31 December 2002 were approximately HK$125.2 million (HK$203.5 million
for the year ended 31 March 2002).

The share option scheme of the Company approved by its shareholders on
19 September 1997 was terminated on 3 May 2002 and replaced by a new
share option scheme being approved and adopted on the same date. The
new share option scheme is valid and effective for a period of 10 years since
the date of adoption.

B Rk
AEEZABHEE BEREBRHIUNET ETRAR

WEEE A IMNEE KRB AL E 2 RIAWAKERKEAY
@,

AEESREZEETHIINEERRTE UERTERTH
R RE e

1& g
RZZZ-_F+-A=1+—RH £A&EEEM1,2574EE EF
SEEERER24EHEGI-AEEREESREEES &
%«%ﬁ&ﬂ)\ﬁwﬁ%ﬁamﬁﬁﬁww AN REE AR
EERMIBIIRE AESHEIRBERR BHE_TT_F
+=A —+*E|¢MIH 2B TR /125,200,000%7T
(BEZZZ-F=A=1—HILFE:203,500,000%TT) °

ARERRR—NAEFNA TN BRAEZ BREA R 2R
“TT_FA A= AR TR B R R
FBRUEET 8] T AR - TR A 1 B iR 2 BUERT T A
ERRBR

Rk (25 BRA 2002 F 12 AF® N



