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Management Discussion
and Analysis
Review of Financial Results

For the year ended 31 March 2002, the Group’s audited consolidated loss

before minority interests was about HK$669,689,000 (2001: profit of

HK$82,683,000), which was mainly made up of loss before other operating

expenses of HK$94,341,000 (2001: HK$1,622,000), loss on disposal of other

investments of HK$4,423,000 (2001: HK$19,421,000), share of results of

associates of HK$137,727,000 (2001: HK$41,093,000), impairment losses

on both tangible and intangible assets amounted to HK$374,444,000 (2001:

nil) including an impairment loss of $59,807,000 on a subsidiary acquired

during the year, and allowances for irrecoverable trade debts and advances

to service supplier totaling HK$57,140,000 (2001: nil).

Travel and Travel-related Services

Number of participants decreased across the  board, especially long-haul

tours. Turnover decreased correspondingly by HK$624,865,000 or 25.3%

due to the general weak economy and the ‘911 Event’ in the United States

of America. Gross margin also reduced due to prices cut, resulting in a loss

of about HK$20,016,000 (2001: profit of HK$40,663,000) from this segment

of business.

Transportation Services

Turnover down by HK$54,519,000 or 23.3% as compared with last year

mainly attributable to the general weak global economy coupled with the

‘911 Event’. Limousine business was badly hit as the number of business

travelers reduced significantly. Cross-border coach business also experienced

very fierce competitions, though a stable growth in number of passengers

was sustained. As most of the costs are fixed, the shortfall in turnover had a

direct impact on the result which was a loss of HK$23,095,000 (2001: profit

of HK$23,305,000).

Associated Companies

The associated company in Harbin continued to report an operating loss

and the share of the result of this company, including an impairment loss of

HK$95,758,000, amounted to HK$136,730,000.
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Non-current Assets

The non-current assets of the Group have  been revalued, where appropriate

in accordance with the new Accounting Standards in Hong Kong, and an

aggregate of impairment losses of HK$374,444,000 was accounted for thus

reducing total non-current assets value to HK$494,672,000.

Current Assets  and Current Liabilities

The current ratio dropped from 1.68 to 1.50 mainly attributable to allowance

made for the irrecoverable  trade debts and advance to a service supplier.

Liquidity and Capital Resources

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

HK$255,985,000 including bank loans repayable after one year of

HK$30,183,000 one year and short-term borrowings of HK$225,802,000

which comprised of bank loans amounted to HK$52,055,000, bank overdrafts

of HK$67,723,000 and other loans of HK$106,024,000. The gearing ratio

(Borrowings/Shareholders’ funds) was 39.5%. Subsequent to the balance

sheet date, the Group had issued shares and convertible notes to reduce  its

debts and to finance its working capital and expansion plans. Total proceeds

received amounted to approximately HK$739,600,000.

Pledge of Assets

At 31 March 2002, certain assets of the Group amounted to HK$125,810,000

(2001: HK$364,655,000) were pledged to banks and financial institutions

for banking and leasing facilities.

Contingent Liabilities

The Group’s total contingent liabilities at 31 March 2002 was HK$208,521,000

(2001: HK$219,617,000) in relation to guarantees given to banks, financial

institutions and suppliers in respect of credit facilities granted to subsidiaries.

Currency Exposure

The Group had hedged its foreign currency requirement and there was no

significant impact from exchange rates fluctuations.

Employees

At 31 March 2002, the Group had approximately 1,345 employees  with 89

stationed in the PRC and 36  in other overseas countries. Competitive

remuneration packages are structured  to commensurate with individual

responsibilities, qualification, experience and performance. The Group also

provided training programs, provident fund scheme, medical insurance  for

its employees.
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