REVIEW OF OPERATIONS

Global China Technology Group Limited (the “Company”) was
formerly known as Perfect Treasure Holdings Limited. Luckman
Trading Limited (“Luckman”), a company wholly owned by Mr. Ho
Tsu Kwok, Charles, the Chairman of the Company, had successfully
acquired a 54.92% stake in Perfect Treasure Holdings Limited on 20
July 2000.

For the year ended 31 March 2001, the Company announced a
number of significant acquisitions and joint ventures, which have
established solid foundations for the Company and its subsidiaries
(together the “Group”) to bring strong and sustainable returns in
the years ahead.

The Group’s principal activities are now in Broadband Technology
and Service, Media and Information Services, Education and
Corporate Training, Financial Services and Trading. Trading
operations carried over from Perfect Treasure Holdings Limited
continued to provide steady revenue during the period.

FINANCIAL REVIEW

Turnover and Results

For the year ended 31 March 2001, the Group’s consolidated
turnover was approximately HK$486 million, a decrease of
approximately 18.6% compared with the corresponding period last
year. Approximately 42% (HK$204 million) of the turnover was
derived from Sing Tao Holdings Limited (“Sing Tao”), a subsidiary
which was acquired by the Group on 31 January 2001. The majority
of the turnover from Sing Tao came from circulation and advertising
incomes from newspapers “Sing Tao Daily” and “Hong Kong iMail”
and from rendering of printing services. Turnover from the Group’s
other operations accounted for the remaining 58% (HK$282
million). These included principally trading of photographic
products.




For the year under review, the Group recorded a net loss of
approximately HK$94 million, an increase of approximately 2% over
last year. Approximately 13.6% of the net loss was attributed to
the two months operating loss of Sing Tao absorbed by the Group
since the takeover of Sing Tao at the end of January 2001. The loss
was mainly due to the increase in operating costs including
newsprint cost and staff costs.

The Group’s other operations accounted for 86.4% of the net loss.
This was mainly due to a number of provisions on the investments
made prior to Luckman becoming the controlling shareholder in
July 2000. These included HK$35 million net loss on changes in fair
value of short term investments, HK$10.7 million of provision for
loss on disposal of a property in Shantou, HK$18 million provision
against investment in an unconsolidated subsidiary and HK$4.5
million loss on disposing a 74.5% stake in a subsidiary.

Liquidity and Financial Resources

The Group’s financial position remains healthy. As of 31 March
2001, the Group had net cash of approximately HK$295 million. The
strong financial standing allows the Group to fund on-going
operations and investment projects, which will deliver long-term
returns and create strong synergies to core businesses.

Subsequent to the year-end, the Group completed the following
transactions, which brought an additional HK$127.9 million cash to
the Group.

— On 12 June 2001, the Group sold 31,576,000 Sing Tao
Ordinary Shares at HK$1.65 each to independent third parties
which brought approximately HK$52 million to the Group.



— On 20 June 2001, Luckman exercised the conversion right
attached to the Convertible Preference Shares (“Preference
Shares”) to convert 132,000,000 Preference Shares into
Ordinary Shares of the Company. This raised approximately
HK$75.9 million for the Company.

BUSINESS REVIEW

Broadband Technology and Service

The Company entered into a joint venture agreement with Sanlian
Group and China Shandong Group in September 2000 to establish
Beelink Information Science and Technology Co., Ltd., in which the
Group holds a 40% stake while Sanlian Group and China Shandong
Group hold 50% and 10%, respectively. The joint venture is actively
developing advanced broadband technology and multimedia content
services in the Shandong province, China.

Beelink is one of the first broadband access network infrastructure
providers in China with Gigabit transmission and routing backbone.
As at 30 June 2001, Beelink had over 8,500 broadband subscribers
in Jinan (the provincial capital in Shandong), representing over
60% of the city’s broadband Internet users, of which corporate
users account for over 50%.

To accommodate customer demand, Beelink has been installing new
ports and laying new fibre conduits in Jinan. In May 2001, the
joint venture established a partnership with Cisco Networks to
deploy its latest Gigabit routers and switches to build a state-of-
the-art IP network in Jinan, which will build a solid foundation to
enable Beelink to extend its broadband network to other cities in
the province.

In addition to its broadband access service, Beelink also provides
comprehensive IT consulting services including system integration,
system solution, software development and customization.
Customers include government departments, universities and
financial institutions. The consulting business has been generating
steady income in the period under review.




The portal Beelink.com has introduced the broadband version with
video-on-demand, online education and online stock trading
features. Steady incomes are coming from these broadband
multimedia services. Other upcoming developments, which run on
Beelink’s advanced IP architecture include real-time stock report/
analysis and online tax reporting. The Group is confident that
Beelink will bring satisfying long-term returns with the steady and
sustainable growth in Internet usage in the Shandong province.

Media and Information Services

Sing Tao Holdings

The Group’s acquisition of Sing Tao at HK$1.65 per share was
completed on 31 January 2001 and following which, the Group’s
shareholding in Sing Tao was increased to 82% subsequent to a
general offer made to Sing Tao’s public shareholders. On 12 June
2001, the Group disposed 31,576,000 Sing Tao shares to
independent third parties and it now owns a 74.5% stake in Sing
Tao. The principal activities of Sing Tao are newspaper publishing
and commercial printing. The acquisition has established our
foothold in the media and information services sector, Sing Tao will
become the Group’s flagship business in this core area.

For the period under review, the total revenue of Hong Kong
advertising business slightly decreased by approximately 2%
compared with prior year. Advertising revenue for “Sing Tao Daily”
and “Hong Kong iMail” rose steadily in the first half of the financial
year 2001 but suffered significant reduction since October 2000 due
to the slowing down of Hong Kong economy. Property related
advertising was particularly weak.

Both “Sing Tao Daily” and “Hong Kong iMail” have started a
resources allocation programme to streamline editorial and
production work flow. Related non-editorial workforce was reduced
by 32% in the year and further cost savings are expected as a result
of technology upgrade planned for second half of the financial year
2002.



Cost of newsprint, a major cost item in the newspaper publishing
business, saw significant price increment of 37% throughout the
financial year 2001. This had considerable impact on the Company’s
business. However, prices have started to fall in the last quarter of
the financial year 2001 which will bring positive impacts on the
operating profit in the coming year.

Unlike many other media businesses, Sing Tao had embarked on a
more realistic Internet strategy over the last 2 years. The Internet
edition of “Sing Tao Daily” and “Hong Kong iMail” have improved
within well-controlled expenditure budget.

Overseas newspaper business made steady improvement in
circulation and advertising revenue during the year, resulting in
higher operating profit.

The commercial printing operations continued to enjoy good
business from both the Hong Kong and US markets. Operating profit
also increased as a result of tighter cost control.

The Group will leverage on Sing Tao’s strong brand, information
database and extensive overseas distribution channels to transform
the business into a global Chinese-language multimedia company.
Within Hong Kong, the Group’s aim is to develop new products and
re-establish Sing Tao’s leadership position as a media company.
Overseas, the Group will capitalize on Sing Tao’s strong brand
equity in Chinese communities to explore new markets and further
enhance its distribution network.

Xinhuaonline

In January 2001, the Group entered into a joint venture agreement
to establish Xinhua Online Info-tech Company Limited (“XOL”) with
the China Economic Information Service (“CEIS”), a subsidiary of
Xinhua News Agency, to provide value-added China business
information and market intelligence to the Mainland and overseas
customers. It is intended that XOL (www.xinhuaonline.com) will
become the authoritative information service provider in this fast-
growing business area, especially with China’s imminent entry into
the WTO.




Under the agreement, the Group owns a 55% stake of the joint
venture and CEIS owns the remaining 45%. The Group will initially
invest approximately RMB55 million to start the operations. With
the extensive database of the Xinhua News Agency and by
employing multimedia technologies, XOL will provide, in stages, bi-
lingual in-depth business intelligence and analytical reports in both
print and electronic formats such as CD-ROM and network database.
In addition, XOL will co-operate with leading Mainland education
and research institutions to publish research and reports on topical
issues regularly. An exclusive agreement with The University of
International Business and Economics has already been forged to
jointly develop in-depth analysis on WTO. The first phase of XOL
service in Chinese has been officially launched in mid-July 2001.

The Sing Tao acquisition and the XOL project have laid the
foundation for the Group’s InfoHub development. InfoHub is
designed to aggregate content from a wide range of sources and in
a wide range of formats. The content will then be integrated,
managed, repackaged and disseminated to Chinese communities
around the world. The Group believes this business will enjoy
rewarding long-term returns and position the Group on the
forefront of the information age.

EDUCATION AND CORPORATE TRAINING, FINANCIAL SERVICES

For the period under review the Group made solid progress in the
two core businesses — Broadband Technology and Service and
Media and Information Services. In the coming year, the Group will
pursue vigorously the target of expanding into other sectors,
including Education and Corporate Training as well as Financial
Services. This will allow the Group to take a further step in
achieving its goal in becoming a leading multimedia content and
service provider. An announcement shall be made as soon as the
time is appropriate.



VENTURING INTO SOFTWARE DEVELOPMENT

On 21 June 2001, the Group entered into a joint venture agreement
to invest RMB13 million for a 20% stake in Liancheng Hudong
Software Co. Ltd. (“Liancheng Hudong”). Liancheng Hudong is a
leading and also one of the first Customer Relationship
Management (“CRM”) software providers in Zhong Guan Cun,
Beijing, China.

“MyCRM”, Liancheng Hudong’s premier product, is designed for
China’s small-to-medium sized enterprises with a staff force of 20-
200. Its software architecture is component-based and consists of
modules in the following areas: customer management, sales
management, service management and database marketing. The
Group believes MyCRM will ride the wave of China’s Enterprise
Informization process in the next five-year plan set out by the
government and complement the Group’s other businesses.

TRADING DIVISION

After the takeover of the Company by Luckman on 20 July 2000,
the new Board of Directors of the Company continued the trading
operations as one of the businesses of the Group. There was a
reallocation of resources to focus on higher profit margin products
such as distribution of Nikon photographic products in China.

During the period under review, the trading division recorded
satisfactory results. Turnover and operating profit from trading of
Nikon photographic products were comparable to previous year and
brought in positive contribution and cash flows to the Group. To
further increase the product market share, the Group carried out an
intensive marketing campaign in China. Four representative offices
will be set up in Beijing, Shanghai, Chengdu and Guangzhou to
facilitate a better coordination between the trading division and its
distributors/retailers and end users in China. Subsequent to year-
end, the relevant government authorities had approved the
establishment of representative offices in Shanghai and Chengdu.




