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July 12, 2016 
 
The Ownership Committee 
Gray Line Worldwide 
1835 Gaylord Street 
Denver, CO 80206 
 
Dear Committee Members: 
 
At your request, we have read the Consolidated Statements of Comprehensive Income, Changes in Equity, Financial 
Position and Cash Flows and the related Notes to the Financial Statements as of April 30, 2016 and 2015 and for 
the years then ended (the “statements”) of Intercity Holdings Limited and its subsidiaries (“Intercity Holdings 
Group”) (the “entity”), as provided by Gray Line Worldwide (the “Company”). Intercity Holdings Group is an 
entity holding 100% ownership in two entities which in turn hold 100% ownership in multiple entities as outlined 
on page 15 in the Notes to the Financial Statements.  Our observations below are at the consolidated level as reported 
on by the independent auditors. 
 
We have the following observations: 
 

• Revenues increased 15% from 2015 to 2016.   
 

• Cost of sales represented 59% and 61% of revenues for the years ending April 30, 2016 and 2015, 
respectively.  
 

• Operating expenses represented 27% and 30% of revenues for the years ending April 30, 2016 and 2015, 
respectively.  
 

• Financing costs were 2% and 3% of revenues for the years ending April 30, 2016 and 2015, respectively.  
 

• Net profit, after tax expense was 9% and 5% of revenues for the years ending April 30, 2016 and 2015, 
respectively.  Net profit more than doubled from 2015 to 2016 increasing 108% year over year. 
 

• Current assets represented 13% and 5% of total assets as of April 30, 2016 and 2015, respectively.  Current 
assets increased significantly in 2016 in the areas of cash and trade and other receivables, accounting for 
the % increase as it relates to total assets.  The majority of the increase in cash was due to cash generated 
from operations. 

 
• Property, plant and equipment represented 30% and 33% of total assets as of April 30, 2016 and 2015, 

respectively.  Per the financial statement notes, a commitment exists for the purchase of additional fixed 
assets in future periods.  The majority of the property, plant and equipment held is vessels, 80% as of April 
30, 2016.  These vessels are being depreciated over useful lives of 8-25 years. 
 

• Intangible assets represented 57% and 61% of total assets as of April 30, 2016 and 2015, respectively.  The 
most significant amounts included in intangibles as of April 30, 2016 were goodwill (91% of the intangibles 
balance) and trademarks (8% of the intangibles balance).  These two assets are not amortized as they are 
deemed to have an indefinite useful life, rather they are reviewed annually for impairment. No impairment 
of these intangibles has been recorded in 2016 or 2015. 
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• Current liabilities represented 50% and 41% of total liabilities as of April 30, 2016 and 2015, respectively.  
Of this amount, a large portion represents a borrowing facility established with a bank which is due on April 
30, 2017, however, per the report, this is expected to be renewed.  The bank debt is guaranteed by certain 
assets of the subsidiary entities. 

 
• Shareholder loans are recorded as non-current liabilities and represent 55% and 56% of total liabilities as 

of April 30, 2016 and 2015, respectively.  Approximately 75% of the balance outstanding is interest free. 
The remaining loan holds an interest rate of 8%. 
 

• The current ratio, the ratio of current assets to current liabilities is 0.41 and 0.17 as of April 30, 2016 and 
2015, respectively.  This ratio indicates current assets are less than current liabilities.  This is mostly due to 
the large bank loan which matures April 30, 2017 as noted above. 
 

• Related party transactions consist of sales and purchases of goods and services from franchisees and can be 
seen in Note 22 to the financial statements. 

 
Based upon our reading of the financial statements provided to us, our initial areas of concern are: 
 

• The statements are presented as consolidated, thus, results by subsidiary or division cannot be determined. 
 

• The current ratio is below 1.0, which indicates as noted above, the entity does not have sufficient current 
assets to meet its current obligations. However, as noted above, the large bank loan is recorded at a current 
liability as it becomes due within one year.  Again, per the report, this loan is expected to be renewed. 
 

• A large portion of the entity’s total assets is represented by intangible assets which are non-monetary assets.  
Although there was no impairment as it relates to the intangibles in 2016 or 2015, future impairment could 
occur.   
 

• Shareholder loans represent a significant liability to the entity. 
 
Our observations are solely based on the limited information provided to us.  We have not performed any audit or 
review procedures with respect to this or the underlying information. 
 
This report is intended for the information of management, the Board of Directors, and the Ownership Committee 
of Gray Line Worldwide and should not be used for any other purpose. 
 
Please contact us at 303-770-5700 if you have any further questions. 
 
Sincerely, 
 

 






