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INTERIM RESULTS

The Board of Directors (“the Board”) of Ananda Wing On Travel (Holdings)

Limited (“the Company”) announces the unaudited results of the Company

and its subsidiaries (collectively referred to as the “Group”) for the six months

ended 30 June 2003 together with comparative figures for the six months

ended 30 September 2002 as follows:

CONDENSED CONSOLIDATED INCOME STATEMENT
For the six months ended 30 June 2003

Six months ended
30.6.2003 30.9.2002

NOTES HK$’000 HK$’000
Restated

(unaudited) (unaudited)

Turnover 553,709 927,319

Direct operating costs (488,774) (829,463)

Gross profit 64,935 97,856

Other operating income 6,303 11,234

Distribution costs (10,460) (18,590)

Administrative expenses (91,322) (117,506)

Impairment loss recognised

in respect of leasehold

land and buildings (28,050) –

Amortisation of goodwill arising on

acquisition of subsidiaries (331) –

Unrealised holding loss on

other investments (1,870) (93)

Loss on disposal of other investments (465) –

Allowance for short term investment deposit – (23,000)

Loss from operations (61,260) (50,099)

Finance costs (11,161) (7,218)

Share of results of associates (95,877) (14,258)

Gain on disposal of subsidiaries – 97

Loss on deemed disposal of a subsidiary – (1,809)

Loss before taxation (168,298) (73,287)

Taxation credit (charge) 5 1,884 (12)

Loss before minority interests (166,414) (73,299)

Minority interests – 1,236

Net loss for the period (166,414) (72,063)

Loss per share

Basic 6 (0.91) cents (0.46) cents
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CONDENSED CONSOLIDATED BALANCE SHEET
At 30 June 2003

At 30.6.2003 At 31.12.2002
NOTES HK$’000 HK$’000

Restated
(unaudited) (audited)

Non-current assets

Property, plant and equipment 8 206,705 237,611

Investment property 1,230 1,230

Interest in associates 9 377,081 489,357

Other long term investment 70,500 70,500

Long term investment deposits 10 20,000 60,000

Investments in securities 11 49,194 22,626

Goodwill 12,736 13,067

737,446 894,391

Current assets

Inventories 939 1,263

Amounts due from related companies 3,039 956

Amounts due from associates 10,610 4,450

Trade and other receivables 12 372,206 338,097

Loan receivables 112,210 122,472

Investments in securities 11 3,115 5,450

Tax recoverable 9 760

Pledged bank deposits 1,302 802

Trading cash balances 690 1,163

Bank balances and cash 44,390 61,510

548,510 536,923

Current liabilities

Trade and other payables 13 200,876 241,560

Loans from related companies 14 8,000 6,474

Amounts due to associates 27,876 25,488

Amounts due to related companies 3,721 11,669

Tax payable 61 61

Obligations under finance leases and

sale and lease back arrangements

– amount due within one year 9,267 8,764

Borrowings – amount due within one year 55,559 184,474

Convertible notes 15 254,125 –

559,485 478,490

Net current (liabilities) assets (10,975) 58,433

Total assets less current liabilities 726,471 952,824
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At 30.6.2003 At 31.12.2002
NOTES HK$’000 HK$’000

Restated
(unaudited) (audited)

Non-current liabilities

Loans from related companies 14 123,091 –

Borrowings – amount due after one year 85,249 21,689

Obligations under finance leases and

sale and lease back arrangements

– amount due after one year 13,675 14,384

Deferred taxation 6,517 8,050

Convertible notes 15 – 254,125

228,532 298,248

Net assets 497,939 654,576

Capital and reserves

Share capital 16 183,167 183,167

Reserves 314,772 471,409

Shareholders’ funds 497,939 654,576
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CONDENSED CONSOLIDATED STATEMENT OF
CHANGES IN EQUITY
For the six months ended 30 June 2003

Investment
property

Share Share Special revaluation Goodwill Translation Statutory Accumulated
capital premium reserve reserve reserve reserve reserve losses Total

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

At 1 April 2002
– as previously reported 90,813 795,296 55,554 573 – (262) 150 (294,790) 647,334
– adjustment on adoption of

 the Statement of Standard
 Accounting Practice 12
 (“SSAP”) 12 (Revised)
 (note 2) – – – – (9,767) – – 2,442 (7,325)

– as restated 90,813 795,296 55,554 573 (9,767) (262) 150 (292,348) 640,009
Issue of shares, net of issuing

expenses of HK$2,915,000 2,915,000 94,211 228,349 – – – – – – 322,560
Repurchase of shares (1,857) (4,039) – – – – – – (5,896)
Exchange difference arising

on translation of financial
statements of operations
outside Hong Kong – – – – – (322) – – (322)

Share of reserves of an
associate – – – – – (65) – – (65)

Reserves released on deemed
disposal/disposal of
subsidiaries – – – – – 538 – – 538

Net loss for the period – – – – – – – (302,248) (302,248)

At 31 December 2002 and
1 January 2003

183,167 1,019,606 55,554 573 (9,767) (111) 150 (594,596) 654,576
Exchange difference arising

on translation of financial
statements of operations
outside Hong Kong – – – – – (29) – – (29)

Share of reserves of an
associate – – – – – 39 – – 39

Transfer to investments
in securities on
reclassification of
investments (note 11) – – – – 9,767 – – – 9,767

Net loss for the period – – – – – – – (166,414) (166,414)

At 30 June 2003 183,167 1,019,606 55,554 573 – (101) 150 (761,010) 497,939

At 1 April 2002
– as previously reported 90,813 795,296 55,554 573 – (262) 150 (294,790) 647,334
– adjustment on adoption of

 SSAP 12 (Revised) (note 2) 12
– – – – (9,767) – – 2,442 (7,325)

– as restated 90,813 795,296 55,554 573 (9,767) (262) 150 (292,348) 640,009
Issue of shares, net of

issuing expenses of 2,762,000
HK$2,762,000 94,211 228,502 – – – – – – 322,713

Repurchase of shares (1,857) (4,039) – – – – – – (5,896)
Exchange difference arising

on translation of financial
statements of operations
outside Hong Kong – – – – – (1,018) – – (1,018)

Reserves released on deemed
disposal/disposal of
subsidiaries – – – – – 576 – – 576

Net loss for the period – – – – – – – (72,063) (72,063)

At 30 September 2002 183,167 1,019,759 55,554 573 (9,767) (704) 150 (364,411) 884,321
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CONDENSED CONSOLIDATED CASH FLOW STATEMENT
For the six months ended 30 June 2003

Six months ended
30.6.2003 30.9.2002

HK$’000 HK$’000
(unaudited) (unaudited)

Net cash used in operating activities (24,108) (33,683)

Net cash used in investing activities (5,286) (102,555)

Net cash from financing activities 20,030 414,514

Net (decrease) increase in cash and

cash equivalents (9,364) 278,276

Cash and cash equivalents at beginning

of the period 53,793 (56,969)

Effect on foreign exchange rate changes (39) –

Cash and cash equivalents

at end of the period 44,390 221,307

Analysis of the balances of cash and

cash equivalents

Bank balances and cash 44,390 221,840

Bank overdrafts – (533)

44,390 221,307
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS
For the six months ended 30 June 2003

1. Basis of Preparation

The condensed financial statements have been prepared in accordance

with the SSAP 25 “Interim financial reporting” issued by the Hong Kong

Society of Accountants (“HKSA”) and with the applicable disclosure

requirements of Appendix 16 to the Rules Governing the Listing of

Securities on The Stock Exchange of Hong Kong Limited (the “Stock

Exchange”).

During 2002, the Board of Directors resolved to change the financial

period end date of the Company from 31 March to 31 December in

order to coincide with the financial period end of an indirect substantial

shareholder of the Company. As a result of the change in the financial

period end date, the condensed financial statements for the current

period cover the six months from 1 January 2003 to 30 June 2003.

Accordingly, the comparative amounts shown for the condensed

consolidated income statement, condensed consolidated statement of

changes in equity, condensed consolidated cash flow statement and

related notes cover the six months from 1 April 2002 to 30 September

2002.

2. Principal Accounting Policies

The condensed financial statements have been prepared under the

historical cost convention, as modified for the revaluation of certain

properties and investments in securities.

The accounting policies adopted in the preparation of the condensed

financial statements are consistent with those followed in the preparation

of the Group’s annual audited financial statements for the nine months

ended 31 December 2002, except as described below.

Income taxes

In the current period, the Group has adopted SSAP 12 (Revised) “Income

taxes”, for the first time, issued by the HKSA. SSAP 12 (Revised) has

introduced a new basis of accounting for income taxes (including both

current tax and deferred tax).

25

16

12

12
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2. Principal Accounting Policies (Continued)

Income taxes (Continued)

The principal effect of the adoption of SSAP 12 (Revised) is in relation to

deferred tax. In previous years, partial provision was made for deferred

tax using the income statement liability method under which a liability

was recognised in respect of timing differences arising, except where

those timing differences were not expected to reverse in the foreseeable

future. SSAP 12 (Revised) requires the adoption of a balance sheet liability

method, whereby deferred tax is recognised in respect of all temporary

differences between the carrying amounts of assets and liabilities in the

financial statements and the corresponding tax bases used in the

computation of taxable profit, with limited exceptions. In the absence

of any specific transitional requirements in SSAP 12 (Revised), the new

accounting policy has been applied retrospectively. Comparative amounts

for the income statement for the six months ended 30 September 2002

and the balance sheet as at 31 December 2002 have been restated

accordingly.

The adoption of SSAP 12 (Revised) has given rise to a goodwill of

HK$9,767,000 and a corresponding decrease in the Group’s share of

net assets of associates. The acquisition of the associates took place

prior to 1 January 2001 and the corresponding goodwill was written off

against goodwill reserve.

In addition, the adoption of SSAP 12 (Revised) has led to a decrease in

accumulated losses of HK$3,052,000 as at 1 January 2003 (1 April 2002:

HK$2,442,000) and a corresponding increase in the Group’s share of

net assets of associates. The net loss for the six months ended 30 June

2003 and six months ended 30 September 2002 have been decreased

by HK$407,000 and HK$407,000 respectively.

12

12

12

1 2

9,767,000

12

3,052,000

2,442,000

4 0 7 , 0 0 0

407,000
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS
For the six months ended 30 June 2003

3. Segment Information
Business segments

For management purposes, the Group is currently organised into two

operating divisions – travel and related services, and transportation

services. These divisions are the basis on which the Group reports its

primary segment information.

Principal activities are as follows:

Six months ended 30 June 2003

Travel and
related Transportation

services services Elimination Consolidated
HK$’000 HK$’000 HK$’000 HK$’000

Turnover
External sales 489,205 64,504 – 553,709
Inter-segment sales – 3,061 (3,061) –

489,205 67,565 (3,061) 553,709

Inter-segment sales are charged at
prevailing market price.

Results
Segment results 1,128 (14,737) – (13,609)

Interest income 542
Impairment loss recognised

in respect of leasehold
land and buildings (28,050) – – (28,050)

Amortisation of goodwill
arising on acquisition
of subsidiaries – (331) – (331)

Unrealised holding loss on
other investments (1,870)

Loss on disposal of
other investments (465)

Unallocated corporate expenses (17,477)

Loss from operations (61,260)
Finance costs (11,161)
Share of results

of associates (95,877) – – (95,877)

Loss before taxation (168,298)
Taxation credit 1,884

Net loss for the period (166,414)
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3. Segment Information (Continued)

Business segments (Continued)

Six months ended 30 September 2002

Travel and
related Transportation

services services Elimination Consolidated
HK$’000 HK$’000 HK$’000 HK$’000

Turnover

External sales 837,793 89,526 – 927,319

Inter-segment sales – 16,094 (16,094) –

837,793 105,620 (16,094) 927,319

Inter-segment sales are charged at

prevailing market price.

Results

Segment results 2,839 (3,878) – (1,039)

Interest income 8,844

Allowance for short term

investment deposit (23,000) – – (23,000)

Unrealised holding loss

on other investments (93)

Unallocated corporate expenses (34,811)

Loss from operations (50,099)

Finance costs (7,218)

Share of results of associates (14,258) – – (14,258)

Gain on disposal of subsidiaries 97 – – 97

Loss on deemed disposal of

a subsidiary (1,809) – – (1,809)

Loss before taxation (73,287)

Taxation charge (12)

Loss before minority interests (73,299)

Minority interests 1,236

Net loss for the period (72,063)
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS
For the six months ended 30 June 2003

4. Depreciation

During the period, depreciation of HK$11,616,000 (HK$12,401,000 for

the six months ended 30 September 2002) was provided in respect of

the Group’s property, plant and equipment.

5. Taxation Credit (Charge)

Six months ended
30.6.2003 30.9.2002

HK$’000 HK$’000
(Restated)

The credit (charge) comprises:

The Company and subsidiaries

Hong Kong Profits Tax – (13)

Taxation in other jurisdictions (12) (32)

Deferred taxation 1,533 –

1,521 (45)

Share of taxation attributable

to associates

Hong Kong Profits Tax – (151)

Taxation in other jurisdictions (44) (223)

Deferred taxation 407 407

363 33

1,884 (12)

No provision for Hong Kong Profits Tax has been made for the current

period as the Group did not have any assessable profit during the period.

Hong Kong Profits Tax has been calculated at 16% on the estimated

assessable profit for the six months ended 30 September 2002. The

effect of changes in tax rate has no material impact on deferred taxation.

Taxation in other jurisdictions is calculated at the rates prevailing in the

respective jurisdictions.

11,616,000

12,401,000

16%
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6. Loss Per Share

The calculation of the basic loss per share is based on the net loss for

the period of HK$166,414,000 (HK$72,063,000 for the six months

ended 30 September 2002) and the weighted average of

18,316,732,770 shares (15,600,810,120 shares for the six months ended

30 September 2002) in issue during the period.

No diluted loss per share has been presented for the six months ended

30 June 2003 and the six months ended 30 September 2002 as the

conversion of the convertible notes and shares issuable under the

subscription agreement dated 31 May 2002 would result in a decrease

in loss per share.

7. Dividends

No dividends were paid during the six months ended 30 June 2003 and

the six months ended 30 September 2002. The directors do not

recommend the payment of any interim dividend for both periods.

8. Additions to Property, Plant and Equipment

During the period, the Group spent HK$10,948,000 (HK$12,406,000

for the six months ended 30 September 2002) on property, plant and

equipment.

During the period, the Group entered into a sale and purchase agreement

with an independent third party to dispose of one of its land and buildings

in Hong Kong for a consideration of HK$36.5 million. The then carrying

value of the property at approximately HK$64.5 million was written

down to HK$36.5 million to reflect its recoverable amount and the

impairment loss recognised was charged to the income statement. The

transaction was completed in August 2003.

166,414,000

72,063,000

18,316,732,770

15,600,810,120

10,948,000

12,406,000

3 6 , 5 0 0 , 0 0 0

64,500,000 36,500,000
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS
For the six months ended 30 June 2003

9. Interest in Associates

At At
30.6.2003 31.12.2002

HK$’000 HK$’000

Share of net assets 452,064 548,275

Negative goodwill arising on

acquisition of an associate (58,182) (58,918)

393,882 489,357

Transfer to investments in securities (16,801) –

At 30 June 2003 377,081 489,357

During the period, the directors considered that following the change

of the management of the Company, it is unable to exercise significant

influence on the financial and operating policies of an associate, Guilin

Osmanthus Hotel and accordingly, resolved to classify the investment

as investments in securities as at the balance sheet date.

10. Long Term Investment Deposits

In the previous period, the Group paid a deposit of HK$60,000,000 to

acquire the 100% interest in a co-operative joint venture, which will

develop and operate a hotel in Guangdong, the People’s Republic of

China.

During the period, the Group disposed of two-third of its rights to the

intended interests in the co-operative joint venture for HK$40,000,000.

Accordingly, the portion of cost attributable to the interests disposed of

was realised.

60,000,000

100%

40,000,000
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11. Investments in Securities

Investment securities Other investments Total
30.6.2003 31.12.2002 30.6.2003 31.12.2002 30.6.2003 31.12.2002

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

Equity securities

Non-current

Unlisted shares, at cost 49,194 22,626 – – 49,194 22,626

Current

Listed shares in Hong Kong – – 3,115 5,450 3,115 5,450

The additions of the investments in securities during the period represent

the amounts transferred from interest in associates of HK$16,801,000

and goodwill reserve of HK$9,767,000 upon the reclassification of

investment in Guilin Osmanthus Hotel (note 9).

12. Trade and Other Receivables

Included in trade and other receivables are trade receivables of

HK$15,917,000 (At 31 December 2002: HK$26,579,000) and the aged

analysis of the trade receivables at the reporting dates is as follows:

At 30.6.2003 At 31.12.2002
HK$’000 HK$’000

0 – 30 days 0 30 6,833 11,858

31 – 60 days 31 60 2,367 7,816

61 – 90 days 61 90 1,643 2,569

Over 90 days 90 5,074 4,336

15,917 26,579

The Group allows an average credit period of 60 days to local customers

and 90 days to overseas customers.

16,801,000 9,767,000

15,917,000

26,579,000

60 90
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS
For the six months ended 30 June 2003

13. Trade and Other Payables

Included in trade and other payables are trade payables of

HK$61,894,000 (At 31 December 2002: HK$81,669,000) and the aged

analysis of the trade payables at the reporting dates is as follows:

At 30.6.2003 At 31.12.2002
HK$’000 HK$’000

0 – 30 days 0 30 26,688 37,664

31 – 60 days 31 60 4,108 18,117

61 – 90 days 61 90 5,011 12,265

Over 90 days 90 26,087 13,623

61,894 81,669

14. Loans from Related Companies

At 30.6.2003 At 31.12.2002
HK$’000 HK$’000

Loans 131,091 6,474

Less: Amounts repayable

within one year (8,000) (6,474)

Amounts repayable after one year 123,091 –

The above loans are unsecured and bear interest at market rates.

61,894,000

81,669,000
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15. Convertible Notes

The convertible notes are to be repaid on 19 April 2004 should the

holders decide not to convert them into shares of the Company.

Accordingly, the outstanding amount is classified under current liabilities.

16. Share Capital

During the period, the directors proposed a capital reorganisation of

the Company (“Capital Reorganisation”) for approval by the shareholders

of the Company. Details of the Capital Reorganisation were disclosed in

note 49 to the financial statements for the nine months ended 31

December 2002 included in annual report of the same period.

The Capital Reorganisation has not been completed at the date of this

report.

17. Capital Commitments

At 30.6.2003 At 31.12.2002
HK$’000 HK$’000

Contracted for but not provided

in the financial statements

in respect of acquisition of

property, plant and equipment 844 3,751

Contracted for but not provided

in the financial statements

in respect of investments – 5,000

844 8,751

49
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS
For the six months ended 30 June 2003

18. Contingent Liabilities

At 30.6.2003 At 31.12.2002
HK$’000 HK$’000

An undertaking to an associate,

Rosedale Hotel Group Limited

(“Rosedale”), to indemnify it

against any potential loss upon

the transfer of the land use right

to an investment holding company

disposed of by the Group during

the nine months ended

31 December 2002 37,347 37,347

19. Post Balance Sheet Event

On 9 July 2003, the Company entered into a sale and purchase

agreement with an independent third party to dispose of its holding of

49.3% interest in Rosedale for a consideration of HK$88 million. The

completion of the agreement is subject to a number of conditions as

follows:

1. the completion of the group reorganisation of Rosedale (see below);

2. the shares of Rosedale remaining listed and traded on the Stock

Exchange;

3. the outstanding convertible note issued by Rosedale having been

redeemed in full;

49.3%

88,000,000

1.

2.

3.
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19. Post Balance Sheet Event (Continued)

4. the placing agreement relating to the placing of convertible notes

issued by Rosedale having been terminated; and

5. all necessary approvals or consents from all third parties, the relevant

governmental or regulatory authorities in Hong Kong and other

jurisdictions as may be required by the parties hereto or any of

them for the consummation of the transactions contemplated

under the aforesaid sale and purchase agreement having been

obtained (including approval by the independent shareholders of

the Company in respect of the sale and purchase agreement).

The completion of the group reorganisation of Rosedale will result in

1. Rosedale continuing as a public listed company concentrating on

business other than hotel and leisure-related businesses which the

Rosedale Group has engaged in the past including property

investment and development in the People’s Republic of China;

2. A wholly-owned subsidiary of Rosedale, namely Apex Quality Group

Limited (“Apex”), holding principally all assets and liabilities of the

Rosedale Group in relation to the hotel and leisure-related

businesses; and

3. Shareholders of Rosedale receiving by way of distribution in specie

of the shares in Apex on the basis of one Apex share for one

consolidated Rosedale share after the capital reorganisation

mentioned below.

4.

5.

1.

2. Apex Qual i ty  Group

Limited Apex

3.

Apex

Apex
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS
For the six months ended 30 June 2003

19. Post Balance Sheet Event (Continued)

The group reorganisation of Rosedale is conditional on, amongst other

things, completion of the capital reorganisation of Rosedale and the

approval of the independent shareholders of Rosedale. The capital

reorganisation of Rosedale involves the capital reduction, subdivision

and share consolidation of shares of Rosedale. Capital reduction involves

cancellation of the paid-up capital of US$0.018 on each issued Rosedale

share and reduction in the nominal value of each issued Rosedale share

from US$0.02 to US$0.002 and the cancellation of the entire share

premium account of Rosedale. The subdivision involves the subdivision

of each authorised but unissued Rosedale share into 10 reduced Rosedale

shares of US$0.002 each. Each 10 reduced Rosedale shares of US$0.002

each arising from the capital reduction and the subdivision will then be

consolidated into one consolidated Rosedale share of US$0.02.

Subject to (i) the group reorganisation of Rosedale being implemented

in full; and (ii) the approval by the independent shareholders of the

Company, the Group will make an unconditional voluntary offer to

acquire from all the shareholders of Apex the above Apex shares

distributed, other than those then owned by the Group and its parties

acting in concert at HK$0.26 per Apex share. The total consideration

for the Apex shares to be acquired will amount to approximately

HK$20.26 million.

The aforesaid transactions have not been completed at the date of this

report.

0.018

0.02

0.002

10

0.002

10 0.002

0.02

(i) (ii)

Apex Apex

0.26 Apex

Apex

Apex 20,260,000
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MANAGEMENT DISCUSSION AND ANALYSIS

Review of Financial Results

The Group’s turnover for the six months ended 30 June 2003 totaled to

HK$553.7 million (1.4.2002 to 30.9.2002: HK$927.3 million). The Group’s

unaudited consolidated loss before minority interests for the six months ended

30 June 2003 amounted to HK$166.4 million (1.4.2002 to 30.9.2002:

HK$73.3 million). This was mainly made up of loss from trading activities of

HK$30.5 million (1.4.2002 to 30.9.2002: HK$27.0 million), share of losses of

associates of HK$95.9 million (1.4.2002 to 30.9.2002: HK$14.3 million),

finance costs of HK$11.2 million (1.4.2002 to 30.9.2002: HK$7.2 million)

and impairment loss recognised in respect of leasehold land and buildings of

HK$28.1 million (1.4.2002 to 30.9.2002: HK$ Nil).

Travel and Related Services

The tourism industry and the economy of Hong Kong suffered severely from

severe acute respiratory syndrome (“SARS”), the war in Iraq and the persistently

high unemployment rate during the period under review. Limited number of

outbound tours to a few Asian destinations were organised during the period

from March to May during which Hong Kong and major cities of the PRC

were being declared as SARS affected areas by the World Health Organisation

(the “WHO”). As a result, turnover of this business segment for the six months

ended 30 June 2003 was HK$489.2 million (1.4.2002 to 30.9.2002: HK$837.8

million). This reduced the profit from this segment to HK$1.1 million (1.4.2002

to 30.9.2002: HK$2.8 million).

Transportation Services

Suffering from SARS, the number of incoming travelers, both for leisure and

for business, reduced tremendously. The cross-border coach sector was also

severely impacted during the period when the whole Guangdong Province

was declared as a SARS affected area by the WHO. Turnover of this business

segment for the six months ended 30 June 2003 was HK$67.6 million

(1.4.2002 to 30.9.2002: HK$105.6 million). This gave rise to a loss for this

segment amounted to HK$14.7 million (1.4.2002 to 30.9.2002: HK$3.9

million).

553,700,000

927,300,000

166,400,000

73,300,000

30,500,000

2 7 , 0 0 0 , 0 0 0

95,900,000

14,300,000 11,200,000

7,200,000

28,100,000

489,200,000

837,800,000 1,100,000

2,800,000

67,600,000

105,600,000

14,700,000

3,900,000
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MANAGEMENT DISCUSSION AND ANALYSIS

Results of Associates

The associate, operating a 5-star hotel in Harbin, the PRC, continued to report

an operating loss. The Group’s share of loss of this company for the six months

ended 30 June 2003 was HK$14 million (1.4.2002 to 30.9.2002: HK$14.6

million).

The Group’s share of results of Rosedale Hotel Group Limited (“Rosedale”)

acquired in December 2002 was a loss of HK$80.6 million caused mainly by

impairment losses recognised in respect of its hotel and other properties.

Material Acquisitions and Disposals

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$70.5 million paid for the joint development project in

2001. The agreement has not yet completed as at the date of this report.

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 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 completed as at

the date of this report.

14,000,000

14,600,000

80,600,000

3,000

70,500,000

77,200,000

26%
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Material Acquisitions and Disposals (Continued)

As stated in the joint announcement of the Company dated 8 August 2003,

the Group, among other things, had entered into an agreement (“Rosedale

Share Sale Agreement”) on 9 July 2003 to dispose of its entire interest in

Rosedale to Velocity International Limited for a consideration of approximately

HK$88 million subject to various conditions. One of the conditions is the

completion of an internal group reorganisation of Rosedale ("Rosedale Group

Reorganisation”) as mentioned in the aforesaid joint announcement. The

Rosedale Group Reorganisation, if approved and implemented, will result in

(i) Rosedale continuing as a public listed company concentrating on business

other than hotel and leisure-related businesses including property investment

and development in the PRC; (ii) Apex Quality Group Limited (“Apex”) holding

principally all assets and liabilities of Rosedale and its subsidiaries in relation

to the hotel and leisure-related businesses; and (iii) the Rosedale shareholders

receiving by way of distribution in specie of the shares in Apex (“Apex Shares”)

on one Apex Share for one consolidated Rosedale share basis.

Upon completion of the Rosedale Group Reorganisation, the Group shall

make an unconditional voluntary offer (“Apex Offer”) to acquire from all the

shareholders of Apex the Apex Shares not already held by the Group and

parties acting in concert with it at a consideration of HK$0.26 per Apex Share.

The total consideration of the Apex Offer shall be approximately HK$20.26

million.

The Rosedale Share Sale Agreement and the Apex Offer are subject to the

approval of the independent shareholders of the Company at the special

general meeting to be convened by the Company.

Velocity International Limited 88,000,000

(i)

(ii)Apex Quality Group Limited Apex

(iii) Apex

Apex

Apex

Apex Apex

Apex

Apex 0.26 Apex 20,260,000

Apex
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Liquidity and Capital Resources

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 of the Company of HK$0.01 each

(the “Shares”) respectively 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 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

is in dispute. Further announcement will be made as and when appropriate.

As stated in the press announcement of the Company dated 17 February

2003, the Company had put forward, among other things, a proposal of a

capital reorganisation of the Company (“Capital Reorganisation”) to the

shareholders of the Company for approval. The Capital Reorganisation has

not completed as at the date of this report.

At balance sheet date, the Group’s total borrowings were approximately

HK$548.9 million (at 31.12.2002: HK$489.9 million) which comprised loans

from related companies of HK$131.1 million (at 31.12.2002: HK$6.5 million),

bank and short term loans repayable within one year of HK$55.6 million (at

31.12.2002: HK$184.5 million), bank and other loans repayable after one

year of HK$85.2 million (at 31.12.2002: HK$21.7 million), obligations under

finance lease and sales and lease back arrangements of HK$22.9 million (at

31.12.2002: HK$23.1 million) and outstanding convertible notes of HK$254.1

million (at 31.12.2002: HK$254.1 million) repayable in 2 years from the date

of issue.

The market value of the commercial properties held by the Group and the

hotel properties held by Rosedale declined consequent to the SARS epidemic.

This decline in market value reduced the shareholders’ fund of the Group to

a significant extent. Coupled with the additional fundings arranged for the

operations of the Group, the gearing ratio, expressed as a percentage of

total borrowings to shareholders’ funds, increased from 74.8% as at

31 December 2002 to 110.2% as at 30 June 2003.
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Pledge of Assets

At 30 June 2003, certain assets of the Group amounted to HK$132.2 million

(at 31.12.2002: HK$121.6 million) were pledged to banks and financial

institutions for banking and leasing facilities.

In addition, the Group has pledged its holding of 1,000,000,000 shares in

Rosedale to secure loan facilities of HK$100 million granted to the Group.

The market value of these shares pledged was approximately HK$71 million

as at 27 June 2003, being the last trading day on which the shares of Rosedale

were traded on the Stock Exchange prior to the suspension in trading of its

shares  before the balance sheet date. The outstanding loan balance as at 30

June 2003 was approximately HK$35 million (at 31.12.2002: HK$100 million).

Contingent Liabilities

The Group had 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 a former subsidiary holding Luoyang Golden Gulf Hotel Co. Limited

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 Group has no other significant contingent liabilities as at 30 June 2003

other than the aforesaid undertaking given to Rosedale.

Foreign Currency Exposure

The majority of the Group’s assets and liabilities and business transactions

were denominated in Hong Kong dollars, US dollars and Renminbi. As such,

the fluctuation of foreign currencies did not have a significant impact on the

results and operations of the Group.

The Group shall continue to monitor closely its foreign currency exposure

and requirements and to arrange for hedging facilities when necessary.

132,200,000

121,600,000

1,000,000,000

100,000,000

71,000,000

35,000,000

100,000,000

37,300,000
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Employees

At 30 June 2003, the Group has approximately 1,070 employees of which 88

were stationed in the PRC and 19 were stationed overseas. Competitive

remuneration packages are structured to commensurate with the

responsibilities, qualifications, experience and performance of individuals. The

Group also provided training programmes, provident fund scheme and medical

insurance for its employees.

The Group had a share option scheme (the “Scheme”), which was approved

and adopted by shareholders of the Company on 3 May 2002, to enable the

directors to grant options to employees, executives or officers of the Company

or any of its subsidiaries (including executive and non-executive directors of

the Company or any of its subsidiaries) and any suppliers, consultants, agents

or advisers who will contribute or have contributed to the Company or any

of its subsidiaries as incentives and rewards for their contribution to the

Company or such subsidiaries. The maximum number of shares in respect of

which options may be granted under the Scheme, when aggregated with

any shares subject to any other schemes, shall not exceed 10% of the issued

share capital of the Company on the date of approval and adoption of the

Scheme.

No share options have been granted under the Scheme since its adoption.

1,070

88 19

10%
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BUSINESS REVIEW AND PROSPECTS

Business Review

During the first half of the year, Hong Kong and a few of its closely tied

places were struck by the outbreak of SARS, which took a devastating toll on

travel and tourism-related industries. Our Group’s turnover has inevitably

dropped tremendously until the lifting of travel restrictions in late May.

Following outbreak of the disease, our management and operation teams

responded instantaneously by implementing various measures to reduce its

detrimental impact. We took extra precautions in our outbound tours and

our experienced tour guides were evidenced to be more than competent in

handling such unforeseeable events arising from SARS. In controlling our

operation expense, we have significantly reduced our advertising expenditure

and reached more reasonable rental terms with our landlords. In order to

compensate the sudden and unanticipated decline of customers in our

outbound tours, we embarked on a short term strategy change of offering

local tours for our customers who needed a break from the SARS struck city.

Additionally, we are delighted to remark our employees’ support and

participation in our temporary unpaid leave schedule.

Since the containment of the SARS outbreak, we have worked hard to remove

the fear of traveling brought by the trauma of SARS environment and to

build on the already comprehensive services that we provide to our customers.

Our turnover has turned the corner and recovered quickly. However, persistent

deflation and fierce competition amongst the industry continued to exert

downward pressure on our tour fares and the prevalence of post-SARS

discounting and special promotional tours has undermined yields. In order to

capture greater market shares, we introduced several special itineraries in the

market such as offering attractive short-haul package tours to the PRC and

one-day local tour with substantial content, which were well received by the

travelers.

The other arm of our business, transportation service, was doing

unsatisfactorily mainly due to the outbreak of SARS which caused a severe

decrease in transportation service demands during the period under review.

However, following the commencement of the “Lok Ma Chau” and

“Huanggang” 24 hours free passes in this January, demand for cross border

transportation skyrocketed. In order to capture this opportunity, we have

bought extra coaches and modified existing coaches to cater such increasing

demand. Strategic alliance with selected coach operators have also been

formed to increase our competitiveness but at reduced costs. Turnover of this

cross border service was fairly encouraging and is increasing consistently.

  

24
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BUSINESS REVIEW AND PROSPECTS

Prospects

Our government indicated that the worst of Hong Kong’s economic downturn

is over and are now seeing the beginning of a recovery. There are good

indications that the recovery has started and appears to gather momentum.

We are optimistic on the outlook of our business and will adopt a flexible

approach in shaping our business strategies.

Additionally, the conclusion of the Closer Economic Partnership Arrangement

would greatly enhance economic cooperation and integration between Hong

Kong and the PRC. A stable expansion in the PRC's macroeconomic

development is therefore expected to sustain especially with an increasing

consumer spending power. The PRC market definitely provides enormous

opportunities for our Group’s future development and we are considering

either to expand our existing joint venture in the PRC or establishing new

ones.

With the gradual easing of restrictions on individual mainland visitors traveling

to Hong Kong, we anticipate a huge increase in arrivals once more parts of

China are opened up to individual travelers. This will have positive effects on

all of our Group’s businesses, namely transportation service, tour operations

and hotel operations.

Although we are going to operate in a highly unpredictable and competitive

environment, the post-SARS recovery is now underway and demand for

outbound tours shall continue to recover. We are in an excellent position to

take advantage from any upturn in the economy when it occurs. We will

pursue opportunities for growth that may arise and we have strong confidence

in the future prospects of our Group.
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DIRECTORS’ INTERESTS IN SECURITIES

As at 30 June 2003, the interests and short positions of the directors or chief

executive of the Company in the Shares, underlying Shares or debentures of

the Company and its associated corporations (within the meaning of Part XV

of the Securities and Futures Ordinance (“SFO”)) which are required (a) to be

notified to the Company and the Stock Exchange pursuant to Divisions 7 and

8 of Part XV of the SFO (including interests or short positions which they are

taken or deemed to have under such provisions of the SFO); or (b) pursuant

to section 352 of the SFO, to be entered in the register referred to therein; or

(c) pursuant to the Model Code for Securities Transactions by Directors of

Listed Companies (the “Model Code”) to be notified to the Company and

the Stock Exchange were as follows:–

XV (a)

XV 7 8

(b) 352

(c)

Approximate
Long position/ Nature of Number of percentage of

Name of director Short position Capacity interest Shares held shareholding

Dr. Chan Kwok Keung, Long position Beneficial owner Personal interest 17,280,000 0.1%

Charles

17,280,000 0.1%

Mr. Chan Yeuk Wai Long position Interest of controlled Corporate and 3,623,644,440 19.8%

(Note) corporations and other interests

interests held jointly

with another person

3,623,644,440 19.8%

Note: Mr. Chan Yeuk Wai is deemed to have corporate and other interests in

3,623,644,440 Shares by virtue of his interests in Hounslow Limited. These

interests are detailed and duplicated with the interests as shown in the section

“Substantial Shareholders” below.

Save as disclosed above and other than certain nominee shares in subsidiaries

held by the directors in trust for the Company and its subsidiaries, as at 30

June 2003, none of the directors or chief executive of the Company had any

interests or short positions in the Shares, underlying Shares or debentures of

the Company or any of its associated corporations (within the meaning of

Part XV of the SFO) which are required to be notified to the Company and

the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO or

any interests which are required to be entered into the register kept by the

Company pursuant to section 352 of the SFO or any interests which are

required to be notified to the Company and the Stock Exchange pursuant to

the Model Code in the Rules Governing the Listing of Securities on the Stock

Exchange.

Hounslow Limited

3,623,644,440

XV

XV 7 8

352
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As at 30 June 2003, so far as was known to the directors or chief executive of

the Company, the following persons (other than directors or chief executive

of the Company) had an interest or short position in the Shares and underlying

Shares which would fall to be disclosed to the Company under the provisions

of Divisions 2 and 3 of Part VX of the SFO:–

(a) Interests in the Shares

VX 2 3

Approximate
Long position/ Nature of Number of percentage of

Name of shareholder Short position Capacity interest Shares held shareholding

China Strategic Holdings Long position Interest of controlled Corporate interest 5,900,000,000 32.2%

Limited (Note 1(a)) corporations

5,900,000,000 32.2%

China Enterprises Limited Long position Interest of a controlled Corporate interest 5,900,000,000 32.2%

(Note 1(a)) corporation

China Enterprises Limited 5,900,000,000 32.2%

Million Good Limited Long position Beneficial owner Corporate interest 5,900,000,000 32.2%

(Note 1(a))

Million Good Limited 5,900,000,000 32.2%

Hounslow Limited Long position Beneficial owner and Corporate interest 3,623,644,440 19.8%

 (Note 2) interest of controlled

corporations

Hounslow Limited 3,623,644,440 19.8%

Softbank Corp. Long position Interest of controlled Corporate interest 1,486,486,494 8.1%

(Note 3) corporations

Softbank Corp. 1,486,486,494 8.1%

Softbank Investment Long position Interest of controlled Corporate interest 1,486,486,494 8.1%

Corporation (Note 3) corporations

Softbank Investment 1,486,486,494 8.1%

Corporation

Softbank Investment Long position Beneficial owner Corporate interest 1,486,486,494 8.1%

International (Strategic)

Limited (Note 3)

1,486,486,494 8.1%
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(b) Interests in underlying Shares under equity derivatives (as defined

in Part XV of the SFO)

Number of Approximate
underlying Shares percentage of

(under unlisted equity the issued
Long position/ Nature of derivatives of share capital of

Name of shareholder Short position Capacity interest the Company) the Company

Mr. Li Ka-shing Long position Founder of discretionary Corporate 3,369,520,000 18.4%

(Note 4(a)) trusts and interest of and other (Note 4b))

controlled corporations interests

3,369,520,000 18.4%

Li Ka-Shing Unity Long position Trustee and beneficiary Other interest 3,369,520,000 18.4%

Trustee Corporation of a trust (Note 4(b))

Limited (as trustee

of The Li Ka-Shing Unity

Discretionary Trust)

(Note 4(a))

Li Ka-Shing Unity 3,369,520,000 18.4%

Trustee Corporation

Limited The Li Ka-Shing

Unity Discretionary

Trust

Li Ka-Shing Unity Long position Trustee and beneficiary Other interest 3,369,520,000 18.4%

Trustcorp Limited of a trust (Note 4(b))

(as trustee of another

discretionary trust)

(Note 4(a))

Li Ka-Shing Unity 3,369,520,000 18.4%

Trustcorp Limited

Li Ka-Shing Unity Trustee Long position Trustee Other interest 3,369,520,000 18.4%

Company Limited (Note 4(b))

(as trustee of The

Li Ka-Shing Unity Trust)

(Note 4(a))

Li Ka-Shing Unity Trustee 3,369,520,000 18.4%

Company Limited

The Li Ka-Shing Unity

Trust
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Number of Approximate
underlying Shares percentage of

(under unlisted equity the issued
Long position/ Nature of derivatives of share capital of

Name of shareholder Short position Capacity interest the Company) the Company

Cheung Kong (Holdings) Long position Interest of controlled Corporate interest 3,369,520,000 18.4%

Limited (Note 4(a)) corporations (Note 4(b))

3,369,520,000 18.4%

Hutchison Whampoa Long position Interest of a controlled Corporate interest 3,369,520,000 18.4%

Limited (Note 4(a)) corporation (Note 4(b))

3,369,520,000 18.4%

Hutchison International Long position Beneficial owner Corporate interest 3,369,520,000 18.4%

Limited (Notes 4(a)&4(b)) (Note 4(b))

3,369,520,000 18.4%

China Strategic Holdings Long position Interest of controlled Corporate interest 2,650,000,000 14.5%

Limited (Note 1(a)) corporations (Note 1(b))

2,650,000,000 14.5%

China Enterprises Limited Long position Interest of a controlled Corporate interest 2,650,000,000 14.5%

(Note 1(a)) corporation (Note 1(b))

China Enterprises Limited 2,650,000,000 14.5%

Million Good Limited Long position Beneficial owner Corporate interest 2,650,000,000 14.5%

(Note 1(a)) (Note 1(b))

Million Good Limited 2,650,000,000 14.5%

Mr. Ou Yaping Long position Interest of controlled Corporate interest 1,562,500,000 8.5%

(Note 5(a)) corporations (Note 5(b))

1,562,500,000 8.5%

Asia Pacific Promotion Long position Interest of a controlled Corporate interest 1,562,500,000 8.5%

Limited (Note 5(a)) corporation (Note 5(b))

Asia Pacific Promotion 1,562,500,000 8.5%

Limited

Sinolink Worldwide Long position Beneficial owner Corporate interest 1,562,500,000 8.5%

Holdings Limited (Note 5(b))

(Note 5(a))

1,562,500,000 8.5%

(b) Interests in underlying Shares under equity derivatives (as defined

in Part XV of the SFO) (Continued)
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(b) Interests in underlying Shares under equity derivatives (as defined

in Part XV of the SFO) (Continued)

Notes:

(1) (a) Million Good Limited is a wholly owned subsidiary of China Enterprises

Limited (“CEL”), whose shares are traded on OTC Bulletin Board in

the United States of America, which in turn is a company owned as

to approximately 55.2% effective equity interest and approximately

88.8% effective voting interest by China Strategic Holdings Limited

(“China Strategic”). China Strategic and CEL are deemed to be

interested in 5,900,000,000 Shares which are held by Million Good

Limited. China Strategic and CEL are also deemed to be interested in

2,650,000,000 underlying Shares (in respect of unlisted equity

derivatives of the Company) held by Million Good Limited.

(b) Pursuant to the subscription agreement dated 1 February 2002

between CEL, Hounslow Limited and the Company in respect of the

issue to CEL or its nominee of the convertible note with a principal

amount of HK$120,000,000 by the Company, CEL or its nominee is

entitled to convert the convertible note into Shares in whole or in

part at any time from 19 April 2002 (being the date of issue of the

convertible note) up to the maturity date (being the second anniversary

of the date of issue of the convertible note) at an initial conversion

price of HK$0.032 per Share (subject to adjustments).

(2) Out of the 3,623,644,440 Shares, 2,162,660,000 Shares are beneficially

owned by Hounslow Limited, a company wholly owned by Mr. Chan Yeuk

Wai and his younger brother Mr. Chan Yeuk Pun (“Messrs. Chan”) in equal

shares and 1,460,984,440 Shares are held by Hounslow Limited in which

10,207,250 Shares are held as trustee for Messrs. Chan and 1,450,777,190

Shares are held as trustee for Ananda China Hotel (Holdings) Limited, a

company beneficially owned by Messrs. Chan.

Out of the 2,162,660,000 Shares beneficially owned by Hounslow Limited,

969,710,000 Shares are held by Abbotsbury Assets Limited, a wholly owned

subsidiary of Hounslow Limited as trustee for Hounslow Limited.

(1) (a) Million Good Limited

China Enterpr ises

Limited ( CEL ) CEL

( ) 55.2%

88.8%

CEL Million Good Limited

5,900,000,000

CEL Million Good Limited

2,650,000,000

(b) CEL Hounslow Limited

C E L

120,000,000 CEL

0.032

(2) 3,623,644,440 2,162,660,000

Hounslow Limited

1,460,984,440 Hounslow

Limited 10,207,250

1,450,777,190

Hounslow Limited 2,162,660,000

969,710,000 Hounslow Limited

Abbotsbury Assets Limited

Hounslow Limited 
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(b) Interests in underlying Shares under equity derivatives (as defined

in Part XV of the SFO) (Continued)

(3) Softbank Investment International (Strategic) Limited, owned as to 37.3%

by Softbank Investment (International) Holdings Limited which is a wholly

owned subsidiary of Softbank Investment Corporation. Softbank Investment

Corporation, owned as to 53.4% by Softbank Finance Corporation which

is a wholly owned subsidiary of Softbank Corp. Softbank Corp., Softbank

Finance Corporation, Softbank Investment Corporation and Softbank

Investment (International) Holdings Limited are all deemed to be interested

in 1,486,486,494 Shares held by Softbank Investment International

(Strategic) Limited.

(4) (a) Li Ka-Shing Unity Holdings Limited, of which each of Mr. Li Ka-shing,

Mr. Li Tzar Kuoi, Victor and Mr. Li Tzar Kai, Richard is interested in

one-third of the entire issued share capital, owns the entire issued

share capital of Li Ka-Shing Unity Trustee Company Limited. Li Ka-

Shing Unity Trustee Company Limited as trustee of The Li Ka-Shing

Unity Trust, together with certain companies which Li Ka-Shing Unity

Trustee Company Limited as trustee of The Li Ka-Shing Unity Trust is

entitled to exercise or control the exercise of more than one-third of

the voting power at their general meetings, hold more than one-

third of the issued share capital of Cheung Kong (Holdings) Limited

(“CKH”).

In addition, Li Ka-Shing Unity Holdings Limited also owns the entire

issued share capital of Li Ka-Shing Unity Trustee Corporation Limited

(“TDT1”) as trustee of The Li Ka-Shing Unity Discretionary Trust

(“DT1”) and Li Ka-Shing Unity Trustcorp Limited (“TDT2”) as trustee

of another discretionary trust (“DT2”). Each of TDT1 and TDT2 holds

units in The Li Ka-Shing Unity Trust.

Subsidiaries of CKH are entitled to exercise or control the exercise of

one-third or more of the voting power at the general meetings of

Hutchison Whampoa Limited (“HWL”). HWL holds the entire issued

share capital of Hutchison International Limited (“HIL”).

(3)  37.3% Softbank

Investment (International) Holdings Limited 

 Softbank Investment Corporation

Softbank Investment Corporation  53.4% 

Softbank Finance Corporation 

Softbank Corp. Softbank Corp.

Softbank Finance Corporation Softbank Investment

Corporation Softbank Investment (International)

Holdings Limited

1,486,486,494

(4) (a)

Li Ka-Shing Unity Holdings Limited

Li Ka-

Shing Unity Trustee Company Limited

Li Ka-Shing Unity Trustee

Company Limited The Li Ka-Shing Unity

Trust

Li Ka-Shing Unity

Trustee Company Limited The Li Ka-Shing

Unity Trust

Li Ka-Shing Unity Holdings Limited

Li Ka-Shing Unity Trustee Corporation

Limited ( TDT1 ) The Li Ka-Shing Unity

Discretionary Trust DT1

Li Ka-Shing Unity Trustcorp Limited

TDT2 DT2

TDT1 TDT2

The Li Ka-Shing Unity Trust 
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(b) Interests in underlying Shares under equity derivatives (as defined

in Part XV of the SFO) (Continued)

By virtue of the SFO, HWL, CKH, Li Ka-Shing Unity Trustee Company

Limited, Li Ka-Shing Unity Trustcorp Limited, Li Ka-Shing Unity Trustee

Corporation Limited and Mr. Li Ka-shing who is the settlor and may

be regarded as a founder of each of DT1 and DT2 for the purpose of

the SFO, are all deemed to be interested in 3,369,520,000 underlying

Shares (in respect of unlisted equity derivatives of the Company) held

by HIL.

(b) Pursuant to the subscription agreement dated 1 February 2002

between HIL, Hounslow Limited and the Company in respect of the

issue to HIL or its nominee of the convertible note with a principal

amount of HK$150,000,000 by the Company, HIL or its nominee is

entitled to convert the convertible note into Shares in whole or in

part at any time from 19 April 2002 (being the date of issue of the

convertible note) up to the maturity date (being the second anniversary

of the date of issue of the convertible note) at an initial conversion

price of HK$0.032 per Share (subject to adjustments).

(5) (a) Sinolink Worldwide Holdings Limited, owned as to 67.6% by Asia

Pacific Promotion Limited which is legally and beneficially owned by

Mr. Ou Yaping. Mr. Ou Yaping and Asia Pacific Promotion Limited

are deemed to be interested in 1,562,500,000 underlying Shares (in

respect of unlisted equity derivatives of the Company) held by Sinolink

Worldwide Holdings Limited.

(b) Pursuant to the subscription agreement dated 1 February 2002

between Sinolink Worldwide Holdings Limited, Hounslow Limited

and the Company in respect of the issue to Sinolink Worldwide

Holdings Limited or its nominee of the convertible note with a principal

amount of HK$50,000,000 by the Company, Sinolink Worldwide

Holdings Limited or its nominee is entitled to convert the convertible

note into Shares in whole or in part at any time from 19 April 2002

(being the date of issue of the convertible note) up to the maturity

date (being the second anniversary of the date of issue of the

convertible note) at an initial conversion price of HK$0.032 per Share

(subject to adjustments).

Save as disclosed above, as at 30 June 2003, the directors or chief

executive of the Company were not notified of any other persons who

had interests or short positions in the Shares, underlying Shares or

debentures of the Company or any of its associated corporations (within

the meaning of Part XV of the SFO) which would be required to be

disclosed to the Company and the Stock Exchange pursuant to Part XV

of the SFO.

L i  Ka-

Shing Unity Trustee Company Limited Li Ka-

Shing Unity Trustcorp Limited Li Ka-Shing

Unity Trustee Corporation Limited

DT1 DT2

3,369,520,000

(b) Hounslow Limited

150,000,000

0.032

(5) (a) 67.6% Asia

Pacific Promotion Limited Asia Pacific

Promotion Limited

Asia Pacific Promotion

Limited

1,562,500,000

(b) H o u n s l o w

Limited

50,000,000

0.032

XV

XV
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SUBSTANTIAL SHAREHOLDERSPURCHASE, SALE OR REDEMPTION OF
THE COMPANY’S LISTED SECURITIES

Neither the Company nor any of its subsidiaries purchased, sold or redeemed

any of the Company's listed securities during the period.

AUDIT COMMITTEE

The interim results for the six months ended 30 June 2003 have been reviewed

by the Group’s auditors and the Audit Committee with the Management as

to the accounting principles, practices, internal control, auditing and financial

reporting matters including reviewing the unaudited financial statements on

the basis that such review does not in itself constitute an audit, the Audit

Committee is not aware of any material modifications that should have been

made to the interim financial statements for the six months ended 30 June

2003.

CODE OF BEST PRACTICE

The Company has complied throughout the period with the Code of Best

Practice as set out in Appendix 14 to the Rules Governing the Listing of

Securities on the Stock Exchange except that the non-executive directors are

not appointed for a specific term as they are subject to retirement by rotation

at the annual general meeting in accordance with the New Bye-Laws of the

Company.

On behalf of the Board

Dr. Chan Kwok Keung, Charles

Executive Director

Hong Kong, 25 September 2003
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INDEPENDENT REVIEW REPORT

TO THE BOARD OF DIRECTORS OF

ANANDA WING ON TRAVEL (HOLDINGS) LIMITED

(incorporated in Bermuda with limited liability)

Introduction

We have been instructed by the directors of the Company to review the

interim financial report set out on pages 1 to 18.

Directors’ Responsibilities

The Rules Governing the Listing of Securities on The Stock Exchange of Hong

Kong Limited require the preparation of an interim financial report to be in

compliance with the Statement of Standard Accounting Practice No. 25

“Interim financial reporting” issued by the Hong Kong Society of Accountants

and the relevant provisions thereof. As stated in note 1 to the condensed

financial statements, the Company’s financial period end date has been

changed from 31 March to 31 December during 2002 and the comparative

amounts shown for the condensed consolidated income statement, condensed

consolidated statement of changes in equity, condensed consolidated cash

flow statement and related notes cover the six months from 1 April 2002 to

30 September 2002. The interim financial report is the responsibility of, and

has been approved by, the directors.

It is our responsibility to form an independent conclusion, based on our review,

on the interim financial report and to report our conclusion solely to you, as

a body, in accordance with our agreed terms of engagement, and for no

other purpose. We do not assume responsibility towards or accept liability to

any other person for the contents of this report.

1 18

25 

1
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INDEPENDENT REVIEW REPORT

Review Work Performed

We conducted our review in accordance with the Statement of Auditing

Standards No. 700 “Engagements to review interim financial reports” issued

by the Hong Kong Society of Accountants. A review consists principally of

making enquiries of management and applying analytical procedures to the

interim financial report and based thereon, assessing whether the accounting

policies and presentation have been consistently applied unless otherwise

disclosed. A review excludes audit procedures such as tests of controls and

verification of assets, liabilities and transactions. It is substantially less in scope

than an audit and therefore provides a lower level of assurance than an audit.

Accordingly we do not express an audit opinion on the interim financial report.

Review Conclusion

On the basis of our review which does not constitute an audit, we are not

aware of any material modifications that should be made to the interim

financial report for the six months ended 30 June 2003.

Deloitte Touche Tohmatsu

Certified Public Accountants

Hong Kong, 25 September 2003
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