MANAGEMENT DISCUSSION AND ANALYSIS

Financial Review

The Group recorded a turnover of approximately HK$60,685,000 for
the year ended March 31, 2002, representing a decrease of
approximately 10.3% as compared to the year ended March 31, 2001.
The decrease in turnover was mainly due to decreases in treasury
investment, retailing of fashion apparel and properties investment
businesses despite increases in the credit card business and financial
and securities investments. The loss attributable to shareholders for the
year ended March 31, 2002 was approximately HK$39,708,000 as
compared to with approximately HK$99,829,000 in 2001. The
improvement in operating results was mainly attributable to the effect
of the following factors:

- income posted from operations of the Group’s credit card business
amounting to HK$8,404,000 for the year;

- gains amounting to HK$30,964,000 from the deemed disposal
of interest in China Gas, through the placement of share of
China Gas, resulting in the dilution of the Group’s holdings in
China Gas from 56.6% to 52.9%;

- unrealised gain on other investments of HK$6,590,000; and

- the Group’s further tightening its internal cost controls and
management in an effort to raise profit attributable to
shareholders.

On the other Land, the Group recorded impairment losses in respect of
goodwill of HK$28,898,000 arising from acquisition of a principal
associate and a deficit of HK$6,177,000 on revaluation and impairment
loss recognised in respect of the Group’s property portfolio during the
year.

For the year ended March 31, 2002, the credit card business contributed
approximately 82% of the total turnover of the Group. Notwithstanding
fierce competition and the well-publicised bad debts problems of the
credit card industry in Hong Kong, the credit card business recorded
an operating profit of approximately HK$8,404,000 as compared to a
loss of HK$1,091,000 in 2001.

The terrorist attack on September 11, 2001 and its subsequent fallout
have created uncertainties in the property market. Gross rental income
from investment properties and properties held for development for the
year amounted to approximately HK$1,351,000 which represents a
decrease of about 29.8% when compared with last year’s income of
approximately HK$1,925,000. Because the economic environment
continues to cause weakness in the property market, development of
the Group’s sites will be deferred.
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MANAGEMENT DISCUSSION AND ANALYSIS
— continued

The aggregate turnover of the financial and securities investment and
treasury divisions of the Group for the year ended March 31, 2002
amounted to HK$9,585,000, representing a decrease of 51.9% as
compared to HK$19,918,000 in 2001. Although the securities market
conditions were volatile during the period, the financial and securities
investment and treasury divisions recorded an operating profit of
HK$4,901,000 as compared to a loss of HK$43,672,000 in 2001.

During the year, the Group reduced exposure to the non-profitable
operations in the retailing of fashion apparel and accessories due to
the economic downturn and redeployed resources to high-yield sectors.
As a result, the Group's retailing of fashion apparel and accessories
reported an operating loss of HK$963,000, while sales dropped by
approximately 98% to HK$76,000.

Liquidity and capital resources

The Group monitors its liquidity position as part of its ongoing assets
and liabilities management. The balance between liquidity and
profitability is carefully considered.

During the period under review, through a placing exercise announced
and completed in August 2001, China Gas placed out 30,000,000 new
ordinary shares at HK$0.60 per share to an independent subscriber
raising net proceeds of approximately HK$17,500,000.

In November 2001, China Gas entered into an agreement with Greater
China Holdings Limited (“Greater China”) whereby China Gas agreed
to subscribe for 600,000,000 new ordinary shares of Greater China in
consideration for the issue, by China Gas to Greater China, of
100,000,000 new ordinary shares of China Gas.

As at March 31, 2002, the Group’s current ratio was 2.92 (3.31.2001:
2.19) and the gearing of the Group was 26.8% (3.31.2001: 2.1%).
Bank balance and cash amounted to approximately HK$71.6 million
(3.31.2001: HK$24.4 million). The significant increase in gearing ratio
was mainly due to acquisition of subsidiaries during the year. The
improvement in the liquidity was mainly due to the net proceeds
received from the placement and share exchange of China Gas’s ordinary
shares and bank balance and cash of HK$41.1 million contributed by
the subsidiaries acquired during the year.
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MANAGEMENT DISCUSSION AND ANALYSIS
— continued

Material Acquisitions and disposal and future plans for material
investments

In January 2002, the Group completed the acquisition of its investments
in Global Med Technologies, Inc. (“Global Med”), Global Growth
Management Inc. (“Global Growth”) and eBanker USA.com, Inc.
(“eBanker”) with an aggregate consideration which was satisfied by
reducing the amount of convertible debentures issued by eVision
International, Inc., a principle associate of the Group. As at March 31,
2002, the Group held an interest of approximately 40.3% interest in
eBanker and an aggregate interest of approximately 58.4% in Global
Med (comprising direct interest of 12.5% and an additional interest of
45.9% through eBanker).

During the year, the Group has deemed disposal of interests in China
Gas through the placement of shares of China Gas, resulting in the
dilution of the Group’s holding from 56.6% to 52.9%. Details of future
investment plan and prospects for new business of the Group are
disclosed in the Chairman’s Statement.

Foreign Exchange Exposure

Substantially all the revenues, expenses, assets and liabilities are
denominated in Hong Kong dollars and United States dollars. The
Group’s cash deposit and bank balances are mainly in either Hong
Kong Dollars or United States Dollars. During the same period, the
Group neither engaged in any derivative activities nor committed to
any financial instruments to hedge its balance sheet exposures.

Human Resources

Remuneration packages are generally structured by reference to market
terms and individual qualifications. Salaries and wages are normally
reviewed on an annual basis based on performance appraisals and
other relevant factors. At the balance sheet date, there were 70
employees employed by the Group. The Company operates a share
option scheme under which the Directors may, at their discretion, invite
employees of the Company or its subsidiaries, including Directors, to
take up options to subscribe for shares in the Company. The subscription
price and the exercisable period are determined in accordance with
prescribed formula and terms.

Pledge of Assets

At the balance sheet date, the Group had pledged bank balances of
HK$4,216,000 as a security for banking facilities granted to a subsidiary
and as security for the credit card business transactions with MasterCard
International Inc. The mortgage loans of HK$10,476,000 were secured
on the investment properties of the Group with an aggregate carrying
value of HK$17,257,000.
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MANAGEMENT DISCUSSION AND ANALYSIS
— continued

Contingent Liabilities

The Group had given a HK$3,884,000 guarantee to a financial institution
in respect of banking facilities granted to subsidiaries and a guarantee
of approximately HK$5,137,000 to a US associate for the dividend
payment on convertible B-1 preferred stock.

Actions were brought by Pricerite Stores Limited and Pricerite Group
Limited (together referred to as “Pricerite”) respectively, against a
subsidiary of the Company, in respect of the alleged breach of
agreement, for damages which are not quantified. In the opinion of the
directors, it is not practicable at this stage to determine with certainty
the outcome of the litigation.

Two former staff of a subsidiary of the Company issued writs against
the subsidiary claiming, for wrongful dismissal, approximately
HK$1,862,000. The directors are advised by the legal counsel of the
Company that it is unlikely that the former staff will succeed in their
claims.
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