
- � -

KWOON CHUNG BUS HOLDINGS LIMITED
冠忠巴士集團有限公司*

(Incorporated in Bermuda with limited liability)
(Stock Code: 306)

INTERIM RESULTS FOR THE SIX MONTHS ENDED 30 SEPTEMBER 2008

The directors of Kwoon Chung Bus Holdings Limited (the “Company”) are pleased to announce the 
unaudited condensed consolidated results of the Company and its subsidiaries (the “Group”) for the six 
months ended 30 September 2008 together with the comparative figures of the corresponding period 
in 2007. These condensed consolidated interim financial statements have not been audited, but have 
been reviewed by the Company’s audit committee.

CONDENSED CONSOLIDATED income statement
	 For the six months ended
	 30 September
		  2008		 2007
	 	 (Unaudited)		 (Unaudited
				   and restated)
	 Notes	 HK$’000		 HK$’000

CONTINUING OPERATIONS
REVENUE	 2	 908,329		 885,649
Cost of services rendered		  (776,449	)	 (745,258	)		  		

Gross profit		  131,880		 140,391
Other income and gains		  18,995		 19,718
Administrative expenses		  (118,320	)	 (101,832	)
Other expenses		  (8,945	)	 (7,369	)
Finance costs		  (10,373	)	 (13,398	)
Share of profits and losses of:
  Jointly-controlled entities		  (198	)	 (4,249	)
  Associates		  2		 27		  		

PROFIT BEFORE TAX	 3	 13,041		 33,288
Tax	 4	 (2,852	)	 (10,655	)		  		

PROFIT FOR THE PERIOD FROM
  CONTINUING OPERATIONS		  10,189		 22,633

DISCONTINUED OPERATION
Profit/(loss) for the period from a discontinued operation	 5	 31,874		 (16,610	)		  		

PROFIT FOR THE PERIOD 		  42,063		 6,023
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	 For the six months ended
	 30 September
		  2008		 2007
	 	 (Unaudited)		 (Unaudited
				   and restated)
	 Notes	 HK$’000		 HK$’000

ATTRIBUTABLE TO:
  Equity holders of the parent
    – continuing operations		  4,107		1 9,241
    – discontinued operation		  33,014		 (8,803	)		  		

		  37,121		1 0,438		  		

  Minority interests			 
    – continuing operations		  6,082		 3,392
    – discontinued operation		  (1,140	)	 (7,807	)		  		

		  4,942		 (4,415	)		  		

		  42,063		 6,023
		  		

DIVIDEND 	 6	 Nil		 Nil
		  		

EARNINGS PER SHARE ATTRIBUTABLE
  TO ORDINARY EQUITY HOLDERS
  OF THE PARENT	 7
Basic
  – For profit for the period		  HK9.40 cents		 HK2.64 cents
		  		

  – For profit from continuing operations		  HK1.04 cents		 HK4.87 cents
		  		

Diluted
  – For profit for the period		  HK9.05 cents		 HK2.59 cents
		  		

  – For profit from continuing operations		  HK1.00 cents		 HK4.78 cents
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CONDENSED CONSOLIDATED BALANCE SHEET

	 	 30 September		 31 March	
	 	 2008		 2008	
	 	 (Unaudited)		 (Audited)	
	 Notes	 HK$’000		 HK$’000	
	 	 			
NON-CURRENT ASSETS	 	 			
Property, plant and equipment	 8, 13	 1,203,790		 1,132,835	
Investment properties	 	 1,300		 1,300
Prepaid land lease payments	 13	 86,891		 89,673
Intangible assets	 	 42,062		 41,837
Goodwill	 	 17,480		 17,480
Interests in jointly-controlled entities	 	 146,465		 133,804
Interests in associates	 	 29,491		 27,410
Available-for-sale investments	 	 7,509		 7,389
Deposits paid for purchases of items of property,	 	 			
  plant and equipment	 	 3,014		 7,399
Pledged other deposits	 13	 15,454		 15,095		  		
	 	 			
Total non-current assets	 	 1,553,456		 1,474,222		  		
	 	 			
CURRENT ASSETS	 	 			
Properties held for sale	 	 73,500		 71,605
Inventories	 	 30,389		 28,094
Trade receivables	 9	 146,179		 119,358
Prepayments, deposits and other receivables	 	 207,961		 179,036
Held-to-maturity investments	 	 –		 7,547
Tax recoverable	 	 –		 277
Pledged time deposits	 13	 42,091		 37,673
Cash and cash equivalents	 	 239,237		 179,994		  		
	 	 			
	 	 739,357		 623,584
Assets of a disposal group classified as held for sale	 	 –		 506,981		  		
	 	 			
Total current assets	 	 739,357		 1,130,565		  		
	 	 			
CURRENT LIABILITIES	 	 			
Trade payables	 10	 87,690		 69,622
Accruals and other payables	 	 390,298		 311,851
Derivative financial instruments	 	 477		 –
Tax payable	 	 18,253		 20,196
Deposits received	 	 47,305		 35,666
Interest-bearing bank and other borrowings	 	 192,609		 238,857		  		
	 	 			
	 	 736,632		 676,192
Liabilities directly associated with assets	 	 			
  classified as held for sale	 	 –		 419,489		  		
	 	 			
Total current liabilities	 	 736,632		 1,095,681		  		
	 	 			
NET CURRENT ASSETS	 	 2,725		 34,884		  		
	 	 			
TOTAL ASSETS LESS CURRENT LIABILITIES	 	 1,556,181		 1,509,106		  		
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	 	 30 September		 31 March	
	 	 2008		 2008	
	 	 (Unaudited)		 (Audited)	
	 	 HK$’000		 HK$’000	
	 	 			
NON-CURRENT LIABILITIES	 	 			
Interest-bearing bank and other borrowings	 	 253,177		 214,534
Due to joint venturers	 	 31,219		 31,219
Other long term liabilities	 	 12,510		 9,050
Deferred tax liabilities	 	 85,627		 85,847		  		
	 	 			
Total non-current liabilities	 	 382,533		 340,650		  		
	 	 			
Net assets	 	 1,173,648		 1,168,456
		  		
	 	 			
EQUITY	 	 			
Equity attributable to equity holders of the parent	 	 			
Issued capital	 	 39,491		 39,491
Reserves	 	 901,180		 853,337
Proposed final and special dividends	 	 –		 11,847		  		
	 	 			
	 	 940,671		 904,675
	 	 			
Minority interests	 	 232,977		 263,781		  		
	 	 			
Total equity	 	 1,173,648		 1,168,456
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Notes:

1.	 BASIS OF PREPARATION AND SIGNIFICANT ACCOUNTING POLICIES

This unaudited condensed consolidated interim financial statements have been prepared in accordance with 
Hong Kong Accounting Standard (“HKAS”) 34 “Interim Financial Reporting” issued by the Hong Kong 
Institute of Certified Public Accountants (the “HKICPA”) and the applicable disclosure requirements of 
the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited.

The unaudited condensed consolidated interim financial statements do not include all the information and 
disclosures required in the annual financial statements, and should be read in conjunction with the Group’s 
annual financial statements for the year ended 31 March 2008.

The accounting policies used in the preparation of this unaudited condensed consolidated interim financial 
statements are consistent with those adopted in the Group’s annual financial statements for the year 
ended 31 March 2008 except for the adoption of the following new and revised Hong Kong Financial 
Reporting Standards (“HKFRSs”) (which include all Hong Kong Financial Reporting Standards HKASs 
and Interpretations) issued by the HKICPA for the first time for the current period’s unaudited condensed 
consolidated interim financial statements:

HK (IFRIC)-Int 12	 Service Concession Arrangements
HK (IFRIC)-Int 14	 HKAS 19 – The Limit on a Defined Benefit Asset,
	   Minimum Funding Requirements and their Interaction

The adoption of these new interpretations has had no significant impact on this unaudited condensed 
consolidated interim financial statements.

The Group has not early applied any of the new standards, amendments or interpretations that have been 
issued but not yet effective, in these unaudited condensed consolidated interim financial statements.

2.	 Segment information

Segment information is presented by way of two segment formats: (i) on a primary segment reporting 
basis, by business segment; and (ii) on a secondary segment reporting basis, by geographical segment.

The Group’s operating businesses are structured and managed separately according to the nature of their 
operations and the products and services they provide. Each of the Group’s business segments represents 
a strategic business unit that offers products and services which are subject to risks and returns that are 
different from those of the other business segments. Summary details of the business segments are as 
follows:

(a)	 the designated bus routes segment includes the provision of bus services by designated routes as 
approved by various local governments/transport authorities in Chongqing, Shanghai, Hubei Province 
and Guangdong Province, Mainland China. Pursuant to equity transfer agreements as detailed in 
note 5, the Group disposed of its entire operation in Shanghai and, accordingly, the designated bus 
routes operation in Shanghai is regarded as a discontinued operation;

(b)	 the non-franchised bus segment includes the provision of non-franchised bus hire service and travel 
related services;

(c)	 the franchised bus segment includes the provision of franchised bus services on Lantau Island in 
Hong Kong;
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(d)	 the tour segment engages in travel agency and tour service businesses in Hong Kong and Mainland 
China;

(e)	 the hotel segment includes the provision of hotel services in Mainland China; and

(f)	 the corporate and others segment comprises, principally, the provision of other transportation services, 
together with corporate income and expense items.

In determining the Group’s geographical segments, revenues are attributed to the segments based on the 
location of the customers.

Intersegment sales and transfers are transacted with reference to the selling prices used for sales made to 
third parties at the then prevailing market prices.

(a)	 Business segments

The following tables present revenue and profit/(loss) information of the Group’s business segments 
for the six months ended 30 September 2008 and 2007.

For the six months ended 30 September 2008 (Unaudited)

		  Discontinued
	 Continuing operations	 operation	 	
	 Designated
	 bus routes		 Non-										     Inter-				  Designated
	 (excluding 	 franchised		 Franchised						   Corporate		 segment				  bus routes
	 Shanghai) 	 bus		 bus		 Tour		 Hotel		 and others		 eliminations		 Total		 (Shanghai)		Consolidated
	 HK$’000		 HK$’000		 HK$’000		 HK$’000		 HK$’000		 HK$’000		 HK$’000		 HK$’000		 HK$’000		 HK$’000
Segment revenue:
  External sales	 323,925		 492,956		 45,159		 33,466		 12,823		 –		 –		 908,329		 47,486		 955,815
  Intersegment sales	 –		 49,940		 –		 –		 –		 –		 (49,940	)	 –		 –		 –
  Other revenue	 16,159		 130,643		 1,452		 96		 525		 270		 (130,874	)	 18,271		 7,376		 25,647	 		 		 		 		 		 		 		 		 		

  Total	 340,084		 673,539		 46,611		 33,562		 13,348		 270		 (180,814	)	 926,600		 54,862		 981,462
	 		 		 		 		 		 		 		 		 		

Segment results	 19,015		 10,611		 (5,528	)	 (779	)	 (79	)	 (354	)	 –		 22,886		 (1,465	)	 21,421
	 		 		 		 		 		 						 

Bank interest income 															        724		 –		 724
Finance costs															        (10,373	)	 (961	)	 (11,334	)
Gain on disposal of 
  subsidiaries	 														       –		 34,300		 34,300
Share of profits and losses of:
  Jointly-controlled entities	 (198	)	 –		 –		 –		 –		 –		 –		 (198	)	 –		 (198	)
  Associates	 –		 2		 –		 –		 –		 –		 –		 2		 –		 2															        		 		

Profit before tax															        13,041		 31,874		 44,915
Tax															        (2,852	)	 –		 (2,852	)															        		 		

Profit for the period															        10,189		 31,874		 42,063
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For the six months ended 30 September 2007 (Unaudited and restated)

		  Discontinued
	 Continuing operations	 operation	 	
	 Designated
	 bus routes		 Non-										     Inter-				  Designated
	 (excluding		 franchised		 Franchised						   Corporate		 segment				  bus routes
	 Shanghai)		 bus		 bus		 Tour		 Hotel		 and others		 eliminations		 Total		 (Shanghai)		 Consolidated
	 HK$’000		 HK$’000		 HK$’000		 HK$’000		 HK$’000		 HK$’000		 HK$’000		 HK$’000		 HK$’000		 HK$’000

Segment revenue:
  External sales	 272,245		 460,544		 46,714		 92,725		1 3,421		 –		 –		 885,649		11 6,204		1 ,001,853
  Intersegment sales	 –		 53,136		 –		 –		 –		 –		 (53,136	)	 –		 –		 –
  Other revenue	 8,427		11 9,317		1 ,107		 54		 446		 205		 (111,411	)	1 8,145		1 7,685		 35,830	 		 		 		 		 		 		 		 		 		

  Total	 280,672		 632,997		 47,821		 92,779		1 3,867		 205		 (164,547	)	 903,794		1 33,889		1 ,037,683
	 		 		 		 		 		 		 		 		 		

Segment results	11 ,659		 35,447		1 ,145		 37		1 ,778		 (731	)	 –		 49,335		 (12,352	)	 36,983
	 		 		 		 		 		

Bank interest income 															1        ,573		 –		1 ,573
Finance costs															        (13,398	)	 (4,258	)	 (17,656	)
Share of profits and losses of:
  Jointly-controlled entities	 (4,249	)	 –		 –		 –		 –		 –		 –		 (4,249	)	 –		 (4,249	)
  Associates	 –		 27		 –		 –		 –		 –		 –		 27		 –		 27															        		 		

Profit/(loss) before tax															        33,288		 (16,610	)	1 6,678
Tax															        (10,655	)	 –		 (10,655	)															        		 		

Profit/(loss) for the period															        22,633		 (16,610	)	 6,023
															        		 		

(b)	 Geographical segments

The following tables present unaudited revenue information for the Group’s geographical 
segments.

	 For the six months ended
	 30 September 2008
			  Mainland
	 Hong Kong		 China		 Total
	 HK$’000		 HK$’000		 HK$’000

Segment revenue:
  Sales to external customers	 550,092		 405,723		 955,815
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	 For the six months ended
	 30 September 2007 (Unaudited)
			  Mainland
	 Hong Kong		 China		 Total
	 HK$’000		 HK$’000		 HK$’000
Segment revenue:
  Sales to external customers	 518,580		 483,273		1 ,001,853
	 		 		

3.	 Profit before tax

The Group’s profit before tax is arrived at after charging/(crediting):

	 For the six months ended
	 30 September
	 2008		 2007
	 (Unaudited)		 (Unaudited
			   and restated)
	 HK$’000		 HK$’000

Depreciation	 87,909		 90,393
Amortisation	 810		 959
Impairment of amounts due from
  jointly-controlled entities	 2,400		 2,400
Write-off of an other receivable	 4,800		 2,450
	 		

4.	 Tax

Hong Kong profits tax has been provided at the rate of 16.5% (2007: 17.5%) on the estimated assessable 
profits arising in Hong Kong during the period. Taxes on profits assessable elsewhere have been calculated 
at the rates of tax prevailing in the jurisdictions in which the Group operates, based on existing legislation, 
interpretations and practices in respect thereof.

	 For the six months ended
	 30 September
	 2008		 2007
	 (Unaudited)		 (Unaudited)
	 HK$’000		 HK$’000

Current:
  Hong Kong	 186		 5,522
  Mainland China	 1,453		 4,183
Deferred	 1,213		 950	 		

Tax charge for the period	 2,852		 10,655	 		

No provision for income tax is required in respect of associates and jointly-controlled entities because no 
assessable profits were earned by the associates and jointly-controlled entities during the period (2007: 
Nil).
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5.	 DISCONTINUED OPERATION

On 25 March 2008, the Group entered into equity transfer agreements with Shanghai Transportation 
Investment Group Co., Ltd. (“Shanghai Transportation”), the PRC joint venture partner of Shanghai Wu 
Qi (defined hereunder), whereby the Group agreed to dispose of its entire 53% equity interest in Shanghai 
Wu Qi Kwoon Chung Public Transport Co., Ltd. (“Shanghai Wu Qi”) to Shanghai Transportation for a 
total consideration of RMB62.7 million (approximately HK$71.2 million). Shanghai Wu Qi was primarily 
engaged in the provision of bus services in Shanghai. Accordingly, as at 31 March 2008, the consolidated 
assets and liabilities of Shanghai Wu Qi were classified as a disposal group held for sale. 

The disposal of Shanghai Wu Qi was completed on 14 May 2008. The gain on disposal of approximately 
HK$34,300,000 has been credited to the condensed consolidated income statement in the current period. 
The disposal gain, in effect, represented mainly recovery of the Group’s share of loss from a discontinued 
operation amounting to approximately HK$33,200,000 as recorded in 2007/2008. Following the completion 
of the disposal of Shanghai Wu Qi, the Group discontinued all of its operations in Shanghai, Mainland 
China.

The results of the discontinued operation for the current period (up to the date of disposal) and previous 
period are presented below:

	 For the six months ended
	 30 September
	 2008		 2007
	 (Unaudited)		 (Unaudited)
	 HK$’000		 HK$’000

Revenue	 47,486		11 6,204
Cost of services rendered	 (47,805	)	 (126,373	)	 		

Gross loss	 (319	)	 (10,169	)

Other income and gains	 7,376		1 7,685
Administrative expenses	 (6,241	)	 (13,059	)
Other expenses	 (2,281	)	 (6,809	)
Finance costs	 (961	)	 (4,258	)	 		

Loss before tax	 (2,426	)	 (16,610	)
Tax	 –		 –	 		

Loss for the period	 (2,426	)	 (16,610	)	 		

Profit/(loss) for the period from the discontinued operation:
  Loss for the period	 (2,426	)	 (16,610	)
  Gain on disposal of Shanghai Wu Qi	 34,300		 –	 		

	 31,874		 (16,610	)	 		

Attributable to:
  Equity holders of the parent	 33,014		 (8,803	)
  Minority interests	 (1,140	)	 (7,807	)	 		

	 31,874		 (16,610	)	 		

Profit/(loss) per share:
  Basic, from the discontinued operation	 HK8.36 cents		 HK(2.23) cents	 		

  Diluted, from the discontinued operation	 HK8.05 cents		 HK(2.19) cents	 		
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6.	 Dividend

At a meeting of the board of directors held on 19 December 2008, the directors resolved not to pay an 
interim dividend to shareholders (2007: Nil).

7.	 Earnings per share attributable to ordinary equity holders of the 
parent

The calculation of basic earnings per ordinary share is based on the unaudited consolidated profit for the 
period attributable to equity holders of the parent of HK$37,121,000 (2007: HK$10,438,000) and on the 
weighted average of 394,906,000 (2007: 394,906,000) ordinary shares in issue during the period.

The calculation of basic earnings per share amount for the period from continuing operations is based on the 
profit for the period from continuing operations attributable to equity holders of the parent of HK$4,107,000 
(2007: HK$19,241,000) and the weighted average number of 394,906,000 (2007: 394,906,000) ordinary 
shares in issue during this year.

The calculations of basic and diluted earnings per share are based on:

	 For the six months ended
	 30 September
	 2008		 2007
	 (Unaudited)		 (Unaudited)
	 HK$’000		 HK$’000

Earnings:
  Profit for the period attributable to equity holders 
    of the parent, for the purpose of basic and diluted 
    earnings per share calculation	 37,121		 10,438
	 		

  Profit for the period of continuing operations attributable 
    to equity holders of the parent, for the purpose of basic 
    and diluted earnings per share calculation	 4,107		 19,241
	 		

	 Number of shares
	 For the six months ended
	 30 September
	 2008		 2007
	 (Unaudited)		 (Unaudited)

Shares:
  Weighted average number of ordinary shares in issue
    during the period for the purpose of basic earnings
    per share calculation	 394,906,000		 394,906,000
  Weighted average number of ordinary shares assumed
    issued at no consideration on deemed exercise of
    share options outstanding during the period	 15,400,352		 7,833,516	 		

  Weighted average number of ordinary shares for
    the purpose of diluted earnings per share calculation	 410,306,352		 402,739,516
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8.	 Property, plant and equipment

During the period, the Group acquired property, plant and equipment at cost amounting to HK$122,456,000 
(2007: HK$190,183,000) and disposed of property, plant and equipment with net book value amounting 
to HK$12,395,000 (2007: HK$9,690,000).

9.	 Trade receivables

Included in the Group’s trade receivables is an amount due from an associate of HK$9,212,000 (31 March 
2008: HK$8,890,000), which is repayable within 90 days. The Group seeks to maintain strict control 
over its outstanding receivables, and overdue balances are reviewed regularly by senior management. 
In view of the aforementioned and the fact that the Group’s trade receivables relate to a large number 
of diversified customers, there is no significant concentration of credit risk. Trade receivables are non-
interest-bearing.

The Group allows an average credit period ranging from 30 to 60 days for its trade debtors. An aged 
analysis of the Group’s trade receivables that are not considered to be impaired, based on the payment 
due date, is as follows:

	 30 September		 31 March
	 2008		 2008
	 (Unaudited)		 (Audited)
	 HK$’000		 HK$’000

Neither past due nor impaired	 65,900		 51,910
Less than 1 month past due	 40,737		 36,355
1 to 3 months past due	 21,429		 19,564
Over 3 months past due	 18,113		 11,529	 		

	 146,179		 119,358
	 		

10.	 Trade payables

An aged analysis of the Group’s trade payables as at the balance sheet date, based on the invoice date, 
is as follows:

	 30 September		 31 March
	 2008		 2008
	 (Unaudited)		 (Audited)
	 HK$’000		 HK$’000

Current to 30 days	 57,012		 48,225
31 to 60 days	 12,857		 9,473
61 to 90 days	 5,708		 5,498
Over 90 days	 12,113		 6,426	 		

	 87,690		 69,622
	 		

The trade payables are non-interest-bearing and are normally settled on 60-day terms.
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11.	 Contingent liabilities

The Company has given certain guarantees amounting to HK$776,400,000 (31 March 2008: HK$805,325,000) 
in favour of banks for the banking facilities granted to its subsidiaries and a jointly-controlled entity.

12.	 Commitments

At 30 September 2008, the Group had the following capital commitments at the balance sheet date:

	 30 September		 31 March
	 2008		 2008
	 (Unaudited)		 (Audited)
	 HK$’000		 HK$’000

Contracted, but not provided for:
  Acquisition of motor buses and vehicles	 45,477		 27,723
  Construction of a scenic site and a repairing plant 	 –		 992
Authorised, but not provided for:
  Capital contribution payable to a joint venture	 19,890		 51,090	 		

	 65,367		 79,805
	 		

13.	 Pledge of assets

At 30 September 2008, the Group’s interest-bearing bank and other borrowings are secured by (i) certain 
property, plant and equipment and prepaid land lease payments with an aggregate net book value of 
HK$116,305,000 (31 March 2008: HK$182,403,000); (ii) the pledge of certain time deposits and other 
deposits of HK$23,454,000 (31 March 2008: HK$15,095,000); (iii) all the issued shares of New Lantao 
Bus Company (1973) Limited and Trans-Island Limousine Service Limited, subsidiaries of the Company, 
held by the Group; and (iv) fixed and floating charges over all the assets and undertakings of the Group 
in Hong Kong to the extent of HK$390,000,000 (31 March 2008: HK$390,000,000) under debentures 
given by the Company.
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REVIEW OF OPERATIONS

The unaudited consolidated profit attributable to equity holders of the parent for the six months ended 
30 September 2008 was approximately HK$37.1 million. This was an increase of about 256% from 
that of approximately HK$10.4 million for the prior period.

This sizable increase was derived mainly from, firstly, the recognition of approximately HK$34,300,000 
gain on disposal of Shanghai Wu Qi Kwoon Chung Public Transport Co., Ltd., the discontinued 
operation as disclosed in 2007/08 Annual Report. The disposal gain, in effect, represented mainly the 
recovery of the loss from a discontinued operation as recorded in our 2007/08 annual report amounting 
to approximately HK$33,200,000, and, secondly, an exceptional gross income of approximately HK$24 
million arose from the Olympic and Paralympic Equestrian Events for the non-franchised bus operations 
in Hong Kong.

The general economic environment for the period, however, had been tough for the Group both in 
Hong Kong and Mainland China, especially because of the sharp increase in the price of fuel that 
even reached a record high of US$147 per barrel in July 2008 and the natural disasters occurred in 
Mainland China.

1.	 Non-franchised Bus Services in Hong Kong

The principal non-franchised bus services provided by the Group covered student, employee, 
resident, hotel, tour, Mainland China/Hong Kong cross-border and contract hire bus services. The 
Group continued to be the largest non-franchised bus operator in Hong Kong in terms of the size 
of the bus fleet, and, as at 30 September 2008, was operating a fleet of 831 (2007: 840) buses.

The total turnover of this sector for the six months ended 30 September 2008 was approximately 
HK$493 million (2007: HK$461 million), representing an increase of approximately 7% from 
that of prior period. The performance of this segment had been adversely affected by the high 
fuel costs. The cross-border business was further hit by the drop in patronage owing to gradual 
maturation of the new Lok Ma Chau spur line of MTR and the appreciation of Renminbi against 
Hong Kong Dollars.

During the period, the Group implemented a mild increase in bus fares ranging from 3% to 10% to 
help raise the gross income of the segment, and partly to counter the rocketing operational costs, 
especially that of fuel. The Group also maximized cost efficiency through a fuller utilization of 
its bus fleet and its human and other resources.

2.	 Franchised Bus Services in Hong Kong

New Lantao Bus Company (1973) Limited (“NLB”)

As at 30 September 2008, this 99.99% (2007: 99.99%) owned subsidiary was operating 25 (2007: 
25) franchised bus routes, mainly in Lantau Island, with a fleet of 102 (2007: 94) buses. For the 
period, the total turnover was approximately HK$45.2 million (2007: HK$46.7 million), and the 
share of loss attributable to the Company was approximately HK$4.8 million (2007: profit of 
approximately HK$682,000).
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This contrast in profit reflected, in large, the impact of the Ngong Ping 360 cable car on the 
franchised bus. The corresponding period of last year coincided with the suspension of the cable 
car operation from June 2007 and so the patronage was on the side of the franchised bus. In 2008, 
the resumption of the cable car service and the resulting parallel competition naturally casted a 
negative impact on NLB.

The rainy weather also affected the number of visitors to Lantau. The landslides in June 2008 
caused damage to Keung Shan Road in South Lantau and, as a result, some franchised bus routes 
had to suspend services for more than two weeks.

The new route, namely B2, between Yuen Long West Rail Station and Shenzhen Bay Port (via 
the new Western Corridor) showed a mere “break-even” as the surrounding areas at Shenzhen 
Bay Port was awaiting further development.

3.	 Other Operations in Hong Kong

The Group continued to operate a number of airport service counters at the Passenger Terminal 
Building of the Hong Kong International Airport, catering for inbound visitors to Hong Kong as 
well as visitors on transit by buses or limousines to Mainland China. The Group was operating 
three travel companies/units in Hong Kong, namely, Lantau Tours Limited, TIL Travel (operated 
by Trans-Island Limousine Service Limited), and Vigor Tours Limited.

4.	 Designated Bus Routes Services in Mainland China

(a)	 Co-operative Joint Ventures (“CJVs”) in Mainland China

Through its CJVs, the Group was operating a number of routes and buses in three cities of 
Mainland China, as follows:

	 Number of Routes	 Number of Buses
	 30 September	 30 September
	 2008		 2007		 2008		 2007

Shantou	 6		 6		 64		 63
Dalian	 3		 4		 179		 180
Harbin	 1		 1		 60		 60	 		 		 		

Total	 10		 11		 303		 303
	 		 		 		

The share of losses of these CJVs, together with certain impairment made, amounted to 
approximately HK$3.7 million for the period, representing a decrease of approximately 
44% as compared with that of approximately HK$6.6 million in the prior period. This was 
mainly due to the conversion of the CJV in Guangzhou into an equity joint venture owned as 
to 40% equity interest since January 2008, which was accounted for as a jointly controlled 
entity same as the CJVs, but with improved return on investment (see 4(b)vii below).
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(b)	 Equity Joint Ventures (“EJVs”) and Subsidiaries in Mainland China.

i.	 Jieyang Guanyun Transportation Co., Ltd.

As at 30 September 2008, this 60.63% (2007: 60.63%) owned subsidiary was operating 
6 (2007: 6) routes with a fleet of 32 (2007: 35) buses in Jieyang. The share of profit 
attributable to the Company for the period was approximately HK$69,000 (2007: loss 
of approximately HK$438,000). The turnaround was due to the decrease in depreciation 
of buses.

ii.	 Chongqing Kwoon Chung Public Transport Holdings Co., Ltd.

As at 30 September 2008, this 30.25% (2007: 30.25%) owned subsidiary, was operating 
76 (2007: 76) routes with a fleet of 930 (2007: 930) buses in Chongqing, mainly in 
the southern area. The share of profit attributable to the Company for the period was 
approximately HK$1.1 million (2007: loss of approximately HK$453,000). The profit 
resulted mainly from more receipt of the government subsidies.

iii.	 Chongqing Kwoon Chung (New Town) Public Transport Co., Ltd.

As at 30 September 2008, this 42.15% (2007: 42.15%) owned subsidiary was operating 
29 (2007: 26) routes with a fleet of 637 (2007: 626) buses in Chongqing, mainly in 
the northern area. The share of profit attributable to the Company for the period was 
approximately HK$1.9 million (2007: HK$1.8 million). The performance of this 
subsidiary had been relatively stable.

iv.	 Hubei Shenzhou Transport Holdings Co., Ltd.

As at 30 September 2008, this 100% (2007: 100%) owned subsidiary was operating a 
transport terminal and long distance bus routes services in Hubei Province comprising 
93 (2007: 95) routes with a fleet of 258 (2007: 275) chartered buses. The profit 
attributable to the Company for the period was approximately HK$1.0 million (2007: 
HK$1.0 million). The performance of this subsidiary was also relatively stable.

v.	 GFTZ Xing Hua International Transport Ltd.

As at 30 September 2008, this company was a 56% (2007: 52.5%) owned subsidiary 
of the Group. It was operating 12 (2007: 11) routes with a fleet of 54 (2007: 38) 
buses, providing long distance bus transport in Guangdong Province. The share of loss 
attributable to the Company for the period was approximately HK$248,000 (2007: profit 
of approximately HK$801,000). The loss was mainly due to the direct competition of 
the Guangshen express rail with this subsidiary’s Shenzhen – Guangzhou route.
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vi.	 Guangzhou New Era Express Bus Co., Ltd.

As at 30 September 2008, this 56% (2007: 56%) owned subsidiary was operating a fleet 
of 19 (2007: 19) buses for 5 (2007: 5) long distance bus routes in Guangdong Province. 
The share of profit attributable to the Company for the period was approximately 
HK$3.1 million (2007: HK$2.7 million). The increase in profit was mainly due to the 
increased fares and patronage.

vii.	 Guangzhou City No.2 Bus Co., Ltd.

This new jointly controlled entity (40% owned) commenced operation from January 
2008. As at 30 September 2008, it was operating a fleet of 1,436 buses for 78 routes 
in Guangzhou. The share of profit attributable to the Company for the period was 
approximately HK$1.1 million.

5.	 Tour, Hotel and Theme Park Businesses in Mainland China

i.	 Chongqing Tourism (Group) Co., Ltd.

This 60% (2007: 60%) owned subsidiary, together with its three group companies with the 
same shareholding structure (collectively “Chongqing Tourism Group”), operated a hotel, a 
travel agency company and a tour bus company. The aggregate share of loss attributable to the 
Company for the period was approximately HK$606,000 (2007: profit of HK$384,000).

Due to the natural disasters occurred in Mainland China in 2008, especially the 5.12 
catastrophic earthquake in north-western region of Sichuan Province, the tourism businesses 
in Sichuan and Chongqing were adversely and significantly affected. The revenue of the 
hotel during the period dropped by approximately 8% as compared with prior period. The 
hotel management worked hard towards the controllable costs and viable plans for expanding 
future revenue as it believed the coming year or years would be difficult. On 3 September 
2008, by the prime location of the hotel in the western suburb and the management’s efforts, 
the hotel concluded a lease agreement with Chongqing branch of HSBC (China) which 
would inaugurate a new branch office within the hotel building. The annual rental income 
would be RMB1.7 million (approximately HK$1.9 million). The travel agency company 
recorded the lower if not the lowest revenue for the six months’ period under review as 
compared with prior periods. Virtually after 5.12 disaster all the travel agency companies 
in Chongqing were ordered by the Tourism Bureau to cease activities until absolute no fear 
of further earthquake. Though currently the order was lifted, our travel agency company 
would have to face challenges in this competitive industry. However opportunities would 
still be there as the China-Taiwan market was up-rising and our travel agency company had 
been trying every effort to position well for this new business opportunity.
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ii.	 Lixian Bipenggou Tourism Development Co., Ltd.

As at 30 September 2008, the Group owned 51% (2007: 51%) equity interest in this 
subsidiary. The other two equity holders are Chengdu China Travel Service Co., Ltd. (with 
34.3% equity interest) and Lixian government of Sichuan Province (with 14.7% equity 
interest). The total investment of the Group in this scenic eco-tourism project amounted 
to approximately RMB35 million. During the period, the share of loss attributable to the 
Company was approximately HK$625,000 (2007: HK$625,000). The catastrophic earthquake 
that occurred on 12 May 2008 in the vicinity of Lixian caused landslides that, unfortunately, 
killed four of this company’s employees while they were on their way to work. Since the 
project was at the planning stage, damages to structural buildings were minimal. The total 
loss for damages of infra-structural work and compensation to the four employees’ families 
was about HK$1.5 million. This company had various discussions with the local government 
for compensation and other possible subsidies. The Theme Park had been temporarily shut 
down for safety purpose. Repair and maintenance work and project plans were still underway 
with the support of the local government.

LIQUIDITY AND FINANCIAL RESOURCES

Funding for the Group’s operations during the period came mainly from internally generated cash flows. 
Shortfalls, if any, were financed by bank loans and leases. The total indebtedness outstanding as at 
30 September 2008 was approximately HK$446 million (31 March 2008: HK$453 million), of which 
HK$193 million (31 March 2008: HK$239 million) was repayable/renewable within one year. The 
indebtedness comprised mainly of bank loans and leases and was deployed primarily for the purchase 
of buses and for investments both in Hong Kong and Mainland China. The leverage was approximately 
38% (31 March 2008: 39%).

FUNDING AND TREASURY POLICY

The Group maintains a prudent funding and treasury policy towards its overall business operations, with 
an aim to minimize financial risks. Future projects will be financed by cash flows from the Group’s 
operations, from banking facilities or other viable forms of financing in Hong Kong and/or Mainland 
China.

The income and expenditure of the Group’s Hong Kong operations are denominated in Hong Kong 
Dollars (“HKD”). For its investments in Mainland China, the major sources of income are in Renminbi 
(“RMB”). The Group will be watchful of any significant fluctuation in the exchange rates. The Group 
is also vigilant on significant interest rate fluctuations as the bank loans of the Group carry mainly 
floating interest rates. Appropriate measures in minimizing such risks have been duly executed by the 
Group.
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HUMAN RESOURCES

The Group recruits, employs, remunerates and promotes its employees based on their qualifications, 
experience, skills, performance and contributions. Remuneration is fixed in accordance with market 
rates. In-house orientation and training programmes are arranged for the staff both in Hong Kong and 
Mainland China. Employees are also encouraged to attend job-related seminars and courses organized 
by professional and/or educational institutions.

FUTURE PROSPECTS

The Group will continue to face the challenges of a tough operating environment in view of the 
following factors:

(a)	 The international fuel price has fluctuated sharply during the last few months, ranging from the 
record high of about US$147 per barrel to the recent low of about US$47 per barrel. The significant 
drop in fuel price will, no doubt, benefit the company. However, the drop is not reflected quickly 
enough as fuel suppliers do not adjust the retail price in time. On the other hand, some of our 
clients have already requested downward adjustment of bus fares.

(b)	 Because of high inflation in the early part of 2008, the Group had adjusted the salaries of its 
employees by 5 to 15%, both in Hong Kong and Mainland China. Although the inflation rate has 
contracted in recent months, it is not easy for the Group to reduce salaries at once.

(c)	 The expanding competition from rail transport continues to exert pressure on the Group’s patronage 
and revenue, especially those routes that run parallel to the bus routes operated by the Group. 
In Hong Kong, the new Lok Ma Chau spur line has greatly affected the patronage of the fixed 
routes of cross-border transport at Huanggang.

(d)	 Because of the global financial tsunami and credit crunch, the banks are more reluctant to lend 
new loans, including loans to the Group. Some banks are asking for higher lending interest rates 
because of the tight credit market.

To meet these challenges, the Group plans to implement the following measures:

(1)	 The Group will further consolidate its bus operations in Mainland China, including the possible 
disposal, at reasonable prices, of those operations that show uncertain prospects or low 
profitability.

(2)	 The Group may dispose of certain fixed assets, such as land and buildings in Mainland China, 
which will not affect its core business. By doing so, the Group’s leverage and cash flow position 
will be much improved.

(3)	 In view of the gloom in the current global economic environment, the Group will take a cautious 
stance in making new investments. Its plan for purchasing new buses will also be deferred as 
much as possible. The Group will be watchful in retaining more cash.



- 19 -

On the segmental level:

1.	 Non-franchised Bus Services in Hong Kong

While the student, employee, resident and coach hire services will grow mildly, it is expected that 
the tour, hotel and cross-border bus services will be important areas of growth for this segment. 
More tailor-made transport services will be provided to the clients. Also, the Group will gear up 
efforts to more fully utilize its existing fleet of buses and manpower.

2.	 Franchised Bus Services in Hong Kong

NLB will work towards maintaining a good working relationship with Ngong Ping 360, and to 
develop products that will be mutually beneficial. In order to save costs and curb loss, measures 
ought to be taken to implement further rationalization of routes, in particular the routes that are 
seriously unviable and causing great losses to NLB, such as Route A35 between Mui Wo and the 
Airport. NLB will actively improve and upgrade its buses serving the new B2 route.

3.	 Designated Bus Routes Services in Mainland China

The Group will continue to consolidate its existing bus operations in Mainland China. The 
profitability of these operations has been greatly affected by high fuel and salary costs, severe 
competition from rail and other means of public transport, and the difficulty to increase bus fares. 
The Group will not exclude the possibility of disposing of the EJVs that are unlikely to improve 
its profitability in the foreseeable future.

4.	 Tour, Hotel and other related Services

(a)	 The Group has continued to invest and operate travel and tourism business through the 
operations of its subsidiary, Chongqing Tourism (Group) Co., Ltd. This subsidiary, together 
with its fellow subsidiary, Chongqing Everbright International Travel Service Co., Ltd., have 
achieved and will continue to promote more inbound as well as outbound package tours and 
Free Individual Travelers to Hong Kong. It will continue to strengthen bilateral business 
ties with Taiwan and Japan markets, which have much potential for tourism business in 
Mainland China.

(b)	 In Hong Kong, making use of the relative strengths of the Group in its wide range of 
transport services and access to the major tourist attractions such as Disneyland and other 
parts of Lantau, the Group has developed some tourist package services under the concept 
of “one-stop shopping”, that is to include ‘transport, tour, and possibly hotel reservation’ in 
one convenient package. This is geared to the growing number of Free Individual Travelers 
from Mainland China to Hong Kong. This is one of the modes by which the Group hopes 
to transform from a purely transport company to a service conglomerate providing a wide 
variety of services with added values, and to achieve a bigger profit margin.
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(c)	 The disastrous earthquake in Sichuan in May 2008 has greatly affected Lixian Bipenggou 
Tourism Development Co., Ltd. The subsidiary has been involved in discussions with the 
local government on redevelopment subsidies and strategies. The subsidiary will focus on 
the development in Bipenggou, and will clear up the internal road network, resume the 
scenic spots and build a new resort that can provide accommodation to overnight visitors. 
As to the development of other parts of Miyaluo and the planning for luxury hotels, golf 
courses, skiing fields, etc., the subsidiary will formulate joint venture investments that will 
seek strategic partners to jointly develop specific projects. The idea is that the subsidiary 
would provide land at prevailing market rates, while the business partner(s) could provide 
capital and technological know-how to form a joint venture for each new project.

(d)	 The Certificate of Approval of Chengdu Kwoon Chung CTS International Tourism Co., Ltd. 
has been issued in November 2006. The Group owns 60% equity interest in this subsidiary 
and the other joint venture partner is Chengdu China Travel Service Co., Ltd., which owns 
the other 40% equity interest. The total investment of the project is US$10 million and the 
registered capital is US$5 million. Because of the 5.12 earthquake, the company is adopting a 
‘wait and see’ tactic. As an initial step, the major sphere of operation of this new subsidiary 
will be to run a fleet of 60 tour buses that would serve different scenic spots in Sichuan 
Province. This subsidiary also aims to establish a “tourist distribution center” to conduct 
travel and travel-related business.

PURCHASE, SALE OR REDEMPTION OF LISTED SECURITIES OF THE COMPANY

Neither the Company, nor any of its subsidiaries, purchased, redeemed or sold any of the Company’s 
listed securities during the period.

COMPLIANCE WITH THE CODE OF CORPORATE GOVERNANCE PRACTICES AND THE 
MODEL CODE

None of the Directors is aware of any information which would reasonably indicate that the Company is 
not, or was not, in compliance with the Code of Corporate Governance Practices as set out in Appendix 
14 to the Listing Rules.

The Company has adopted the Model Code for Securities Transactions by Directors of Listed Issuers (the 
“Model Code”) as set out in Appendix 10 to the Listing Rules for securities transactions by Directors. 
Having made specific enquiry of all Directors, all Directors have complied with the required standard 
set out in the Model Code regarding securities transactions by Directors throughout the period.
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PUBLICATION OF INTERIM RESULTS ON THE STOCK EXCHANGE’S WEBSITE

A detailed announcement of interim results of the Group for the six months ended 30 September 
2008, containing all the information required by paragraphs 46(1) to 46(9) inclusive of Appendix 16 
of the Listing Rules, will be published on the Company’s website at www.kcbh.com.hk and the Stock 
Exchange’s website in due course.

On behalf of the Board
Wong Chung Pak, Thomas

Chairman

Hong Kong, 19 December 2008
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