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GROUP FINANCIAL HIGHLIGHTS

2002 2003 2004

(a) Financial data

(expressed in HK$’000)

Turnover 113,534 143,872 148,126

Gross profit 38,938 48,293 54,170

Profit from operations 5,733 7,518 12,181

(Loss) profit for the year (208) 2,217 5,368

Total borrowings 99,294 101,328 99,189

Shareholders’ equity 117,738 135,125 180,546

Acquisition of property, plant

and equipment 3,231 2,659 25,112

Development costs incurred

and capitalised 2,924 2,638 1,327

Staff costs 25,947 24,423 23,829

Net asset per share

  1 (HK$) (note1) 0.134 0.147 0.178

(b) Financial ratios

2 Current ratio (note 2) 1.5 1.6 2.32

3 Quick ratio (note 3) 1.2 1.0 1.71

4 Gearing ratio (note 4) 84.3% 75% 55%

notes:

(1) Net asset per share = Shareholders’ equity ÷  Number of issued shares at year

end

(2) Current ratio = Current assets ÷  Current liabilities

(3) Quick ratio = (Current assets - Inventories) ÷  Current liabilities

(4) Gearing ratio = Total borrowings ÷  Shareholders’ equity

(1) =  

(2) =  

(3) =   

(4) =  
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2001 2004
COMPARISON OF TURNOVER MIX BETWEEN 2001-2004

Annual Report 2004 CASIL Telecommunications Holdings Limited

2004 2003 2002 2001

(Expressed in HK$ million)

Broadband Wireless Access 98 75 44 17

Communication Products 29 37 35 56

Video Conference System 13 13 30 19

Intelligent Transportation System (“ITS”) 8 19 5 2
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DIRECTORS’ BUSINESS REVIEW

On behalf of the Board of Directors, the business performance of

CASIL Telecommunications Holdings Limited (the “Company”) and

its subsidiaries (collectively the “Group”) for the financial year ended

31 December 2004 is summarized in the following paragraphs.

RESULTS SUMMARY

For the year ended 31 December 2004, as compared to the last year,

the Group’s turnover was increased by 2.8% to HK$148 million and

profit for the year was increased by approximately 142% to HK$5.37

million respectively.

BUSINESS REVIEW AND PROSPECTS

During the year the Group had continuously concentrated resources

on broadband wireless communication technology and its

application. The Group had fully fostered and supported Broadband

Wireless Communication Business, Intelligent Transportation System

Business, Video Conferencing System Business and Communication

Products Business, resulting in the lucrative Broadband Wireless

Communication Business amounting to approximately 67% of the

Group’s total turnover that the Group’s profit during the year was

significantly increased by 142% as compared to its increase in its

total turnover for the year by 2.8%, by effective means of exploring

new markets, applying cost control and expense cutting.

The Group was, after appraisal in 2004, ranked in the 500 enterprises

with the fast innovation and growing technology in the Asia Pacific

Region by Deloitte Touche Tohmatsu.

14 8

2.8 5.37

142%

,

67

2 . 8

142%

2004

500
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Broadband Wireless Communication Business

The Group’s products of broadband wireless access systems had

been continuously selected as network construction equipment by

large operators and internet service provider (ISP) during the year,

such as China Telecom, China Netcom, China Unicom, China Mobile,

China Railcom and CETC Communications. Business orders had been

placed in the region of Greater China, such as Beijing, Shanghai,

Guangdong, Jiangsu, Henan, Jiangxi, Sichuan, Guizhou, Yunnan,

Gansu, Qinghai, Hong Kong, Macau and Taiwan.

The Group’s CB-ACCESS broadband wireless access system and its

successfully self-developed CB-MUX series product, used for voice

and data comprehensive assessing, had been launched, installed and

operated in a commercially influential scale. In terms of commercially

reliable applications, good functionality and economic price, those

products had maintained a clear competitive edge in the

communication market.

In order to adapt to highly competitive conditions, the Group had

planned and instituted effective measures as follows: strengthening

the popularity of broadband wireless products and enhancing the

acceptability of sales service in overall together with adequate

adjustment in the pricing policy in order to consolidate and maintain

its market share; actively forming a win-win cooperation with some

innovative organizations, with the objectives of mutual benefits and

development, to broaden the Group’s broadband wireless

communication product chain and to continuously launch new

products to the communication market; attracting strategic partners

to establish a highly autonomous research centre, via self-owned

intellectual properties, to quicken the launch of newly self-developed

products to the market.

ISP

CB-ACCESS

CB-MUX
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DIRECTORS’ BUSINESS REVIEW

Intelligent Transportation System Business

The Group had, during the year, utilized two types of self-developed

product, namely, the mobile control unit based on GSM/GPRS

communication network and the software of vehicle despatching and

control system based on internet-related operation centres,

providing the total solutions as well as operation services to the

public.

The Group had, on the schedule, actualized the agreed projects of

China General Administration of Customs like IC card management

system, electronic guardrail system and GPS vehicle control

throughout Customs in China.

In order for product segmentation to provide tailor-made services,

the Group would, under the brand name HangTianQiHua, provide

the mobile vehicle monitoring and despatching services to the target

clientele of taxi and rented vehicle in the region of Beijing and

Tangshan. The Group would also, under the band name SpaceiNet,

serve the target clientele of privately owned vehicles in the region of

Shanghai, Shenzhen and Hong Kong.

Video Conferencing System Business

The Group’s Video Conferencing System Business had, during the

year, launched new products based on MPEG4 technique, together

with existing MPEG2 video conferencing system, which constituted

MPEG2/MPEG4 dual-mode system to fulfil different requirements of

end-users and the product chain of video conferencing systems. The

Group will continuously consolidate the existing market foundation

and aggressively promote the specialized system concurrently.

GSM GPRS GPS

IC

GPS

MPEG4

MPEG2

MPEG2

MPEG4
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DIRECTORS’ BUSINESS REVIEW
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Communication Products Business

In terms of strict quality control and in time delivery, the Group had,

during the year, finished the clients’ orders smoothly so as to maintain

good working relationship with oversea buyers and to achieve the

prescribed business indicators.

In order to fit for better development in the future and to enhance

the Group’s profile in a position to be the representative of China

Aerospace Science and Technology Corporation in Hong Kong, which

is the ultimate shareholder of the Company, the Group had deployed

itself into two parts: the Principal Place of Business was located in

Central Plaza while its R & D component was shifted to Hong Kong

Science Park. The reason why the Group disposed its old Principal

Place of Business was to reallocate net proceeds generated from

this disposal to better opportunities with higher returns and to have

a fair asset management. The new profile of the Group will be

appeared in Hong Kong after the change of Principal Place of

Business and deployment in practice during the year.

Human Resources and Remuneration Policy

As at 31 December 2004, the Group has 46 employees (2003: 38

employees) in the Hong Kong head office and 260 employees (2003:

231 employees) in the China Mainland offices. Remuneration of

employees is determined by individual employee’s performance and

the prevailing trends in different areas and reviewed on an annual

basis. The Group also provides Mandatory Provident Fund and

medical insurance to its employees. In addition, discretionary

performance related bonus and share option schemes are available

and are at the discretion of the Directors.

46 38

260 231
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DIRECTORS’ BUSINESS REVIEW

99,189,000

101,328,000 52,789,000

50,800,000

55% 75%

11,927,000  ( 31,020,000

)

FINANCIAL REVIEW

Liquidity and Financial Resources

Total borrowings of the Group as at 31 December 2004 was

HK$99,189,000 (2003: HK$101,328,000), of which HK$52,789,000

(2003: HK$50,800,000) was fixed-rate borrowings and the remaining

was floating-rate. All borrowings of the Group were determined at

market interest rate. The Group has not issued any financial

instruments for hedging or other purposes.

Gearing ratio (total borrowings over shareholders’ equity) at the year

end was 55% (2003: 75%).

Pledge of Assets

As at 31 December 2004, certain assets of the Group of

HK$11,927,000 (2003: HK$31,020,000) have been pledged to secure

borrowings from banks and financial institutions.

Exchange and Other Exposures

Most of the Group’s business transactions were conducted in Hong

Kong dollars, Renminbi and United States dollars. We expected that

the Group’s exposure to exchange rates fluctuation was minimal and

therefore have not engaged in any hedging activities.

The Group did not have any contingent liabilities at the year end.

Appreciation

I would like to take this opportunity to thank my fellow directors and

all the staff members for their hard work and dedication during the

year under review.

By Order of the Board

Rui Xiaowu

Chairman

Hong Kong, 30 March 2005
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BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR MANAGEMENT
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Executive Directors

Mr. Rui Xiaowu, aged 46, a Research Fellow, is the Chairman of the
Company. He was a graduate of master’s degree in computer
application at the Science & Technology University for National
Defense of China. He joined the 710 Research Institute of the former
Ministry of Aerospace Industry of China in 1982, serving successively
as Engineer, Division Director of the Business Marketing Division, and
General Manager of Beijing Aerospace Hi-Tech Development Center.
In the former China Aerospace Corporation, he held the posts of Vice
President, the President of the 710 Research Institute, Council
Member of China Aerospace Society, Vice Chairman of SinoSat
Telecommunication Company, as well as Chairman of China
Aerospace Satellite Holding Company Corporation. During the
period, he was dispatched to Japan for advanced professional studies
in the CRC Institute for two years. In his career in China Aerospace
Science & Technology Corporation, he was appointed as Business
Assistant to President and Director General of the Business Planning
& Marketing Department in April 2000, Business Assistant to
President and Director General of the Marketing Department in July
2000, Assistant to President in January 2002, and Vice President in
February 2005. Throughout the years, he has attained extensive
professional experience in researching, marketing, capital operation
and corporate management. He was appointed as Executive Director
and Chairman of the Company in September 2002.

Mr. Wang Xiaodong, aged 39, is the Managing Director and Vice-
chairman of the Company. Mr. Wang graduated from Beijing
University of Aeronautics and Astronautics with a bachelor degree in
Electric Engineering and obtained an MBA from the University of
South Australia. During 1989 to 1998, he worked in Beijing Institute
of Spacecraft System Engineering under the China Academy of Space
Technology, the Comprehensive Planning Bureau of the Ministry of
Aerospace Industry of China and then the General Office of China
Aerospace Corporation, as Assistant Engineer, Engineer, Senior
Engineer, and Secretary to the President cum Deputy Director of the
President Office. In 1999, he was appointed the Deputy Managing
Director of CASIL. He has extensive experience in research and
management. He was appointed as Vice-Chairman and Managing
Director of the Company in May and September in 1999 respectively.

710

710

CRC
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BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR MANAGEMENT

Mr. Zhou Xiaoyun, aged 56, is an Executive Director and Deputy
Managing Director of the Company. Mr. Zhou joined Hung Nien
Electronics Limited (“Hung Nien”) in 1985 and was the Chairman of
Hung Nien. He graduated from Changsha Engineering Institute in
the PRC in 1975. Mr. Zhou has around 30 years of experience in
engineering research and industrial management. He was appointed
as an Executive Director of the Company in May 1997.

Mr. Han Jiang, aged 42, graduated from the Central Institute of
Finance and Banking with a bachelor degree in Economics and being
a Certified Public Accountant in America. After graduation, he
worked in the Finance Department of China Aerospace Corporation
and was responsible for product costing and working capital
management. In 1992, he joined APT Satellite Holdings Limited and
had participated in the works of satellite project financing, corporate
financing and initial public offer, in addition to normal financial duties.
He joined the Company in March 2001 and was appointed as an
Executive Director of the Company in September 2001.

Mr. Guo Xianpeng, aged 38, graduated from the Department of
Automotive Engineering of Tsinghua University with a bachelor’s
degree in engineering and a master’s degree in engineering. He had
held such position as Project Manager and Engineer in China
Aerospace Ground Equipment Corporation, responsible for the
planning and project management of the automotive business of
aerospace industry and Deputy Director of the Business
Development Bureau, Deputy Director of Project Division and Senior
Engineer, responsible for the overall management, project
management, development and planning of civil products of China
Aerospace Corporation. Since 1999, he served as Director of the
Project Management Division of the Planning and Business
Department, Director of the Project Management Division of the
Business Department and Director of the Civil Products Management
Division of the Marketing & Investment Department, and was
engaged in the development strategy, plan management and project
management of civil products of China Aerospace Science &
Technology Corporation. Since 2002, he served as Deputy Director
General of the Business Investment Department of China Aerospace
Science & Technology Corporation, and was responsible for the
development and planning of the civil products of the group, market
development, project management and cooperation with municipal
governments and so on. He is familiar with the state’s industrial
policies and investment policies and has experience in development
planning, planning and project management of civil product in
aerospace industries. He was appointed as an Executive Director of
CASIL and the Company in January 2004.
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Mr. Xu Jian Hua, aged 36, a senior economist, graduated from China
University of Political Science and Law with a bachelor’s degree in
law in 1992 and being a qualified lawyer in the PRC in 1994. He
joined the 707 Research Institute of the former Ministry of Aerospace
Industry of China, serving successively as Deputy Director of Payroll
Benefits Division of Human Resources Department and the Head of
Administration and Human Resources Department of China
Aerospace Corporation, and the Director and Deputy Director
General of Human Resources Department of China Aerospace
Science & Technology Corporation, and the Director of China
Spacesat Technology Co., Ltd. He was appointed as an Executive
Director of the Company on 11 March 2004.

Non-executive Director

Mr. Ma Yucheng, aged 62, is a Non-executive Director of the
Company and is also a director of Hung Nien Electronics Limited,
which is a subsidiary of the Company. He graduated from Nanjing
University of Aeronautics and Astronautics, majoring in Electronics
Engineering. He has extensive experience in the telecommunication
industry. He had held senior managerial position in various national
and multinational telecommunication companies and had
participated in the research, development and introduction of
advanced technologies and products including products of mobile
communication system and programmable switching systems. He
had been awarded prizes for the Advancement of National
Technology and many other prizes by the State, provincial and
municipal governments for his achievements in scientific research.
He joined the Company in April 2000 and was appointed as a Non-
executive Director of the Company in September 2001.

Independent Non-executive Directors

Mr. Zhu Shixiong, aged 63, is the current Vice Chief Executive of
the Hong Kong Chinese Enterprises Association Limited. He
graduated from the Shanghai Municipal University of Science and
Technology with a degree in Chemistry. He previously held the post
of Deputy Director of the Shanghai Municipal Chemical Industrial
Bureau, Executive Director and Vice-president of Shanghai Industrial
Investment (Holdings) Company Limited and Chairman of the Tien
Chu Ve-Tsin Chemical Industries (H.K.). He has over 20 years of
experience in chemical production and technology as well as
enterprise management. He has been a Director of the Company
since May 1997.

707

20
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Mr. Moh Kwen Yung, aged 66, graduated with an university degree
in civil engineering in 1958 and worked as a Design Engineer in Fujian
Hydroelectric Design Centre with participating in designing dams,
tunnels, harbours and hydroelectric power stations from 1958 to
1962. From 1962 to 1971, he worked as a Site Agent for Paul Y.
Construction Co. Ltd. in Hong Kong. In 1971, he established his own
construction company, Success Construction Co., as a sole proprietor
and ran the company until 1982. In 1982, he entered into a joint
venture with Japan Development to form Chevalier Construction
Company Ltd. in Hong Kong, where he worked as a Director and
General Manager until he emigrated to Canada at the end of 1989.
In 1993, he returned to Hong Kong. He has been a Director of the
Company since May 1997.

Mr. Yiu Ying Wai, Alex, aged 52, was appointed an Independent
Non-executive Director and the Chairman of the Audit Committee
of the Company on 30 September 2004. He held a Bachelor’s degree
in Architectural Studies from the University of Hong Kong. He was a
fellow member of the Association of Chartered Certif ied
Accountants, a registered member of Certified Management
Accountants of Alberta, Canada and also a practising member of
the Hong Kong Institute of Certified Public Accountants in Hong
Kong. Mr. Yiu is currently a senior consultant of W. T. Wong and
Company. He has over 20 years of experience in auditing, accounting
and financial management in Hong Kong and overseas.

Mr. Wong Fai, Philip, aged 48, was appointed the Company’s
Independent Non-executive Director on 30 September 2004 and its
member of the Audit Committee on 14 March 2005 respectively. Mr.
Wong had over 20 years’ experience in the IT industry. He was highly
involved in many social activities of IT industry in Hong Kong and the
PRC as well as public service to the business community. He was
awarded the Hong Kong Ten Outstanding Young Person, and was
the founder of Hong Kong IT Charity Fund and the Council Member
of Hong Kong Polytechnic University. Presently, he is the President
of ValenceTech Ltd., the Advisor of Shanghai Jiao Tong University
and the Advisory Member of China National Committee for Pacific
Economic Cooperation under Pacific Economic Cooperation Council.

IT
IT
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Senior Management

Madam Cui Xiao Ling, aged 54, is the Assistant General Manager of
t h e  C o m p a n y  a n d  t h e  M a n a g i n g  D i re c t o r  o f  C A S I L
Telecommunications (Shenzhen) Co. Ltd. She graduated from the
Harbin Technical Institute and had over 20 years of experience in
precision engineering, industrial management and marketing in the
Mainland China. She joined the Group in 1991.

Mr. Chau Chiu Suen, aged 49, graduated from South China
Polytechnic University. He had over 10 years of experience as senior
management of conglomerates in the Mainland China and has
extensive business experience in the operation of wireless
telecommunication access, integrated ITS and ITS suppliers. He is
the Chairman of Castel Qihua Hi-Tech Investments Limited, Beijing
Qihua Communications Limited and Tangshan Qihua GPS Limited.
He is also the Vice-chairman of Castel Intelligent Transportation
System Limited.

Mr. Ng Yat Keung, Frederick, aged 50, is the Managing Director of
CASTEL Broadband (Hong Kong) Limited. Mr. Ng graduated from
the Cambridgeshire College of Arts and Technology in Britain with a
Higher National Diploma in Business Studies and obtained an MBA
degree from the University of Aston in Birmingham in Britain. He is a
member of the British Institute of Management. Mr. Ng had 20 years
experience in marketing and manufacturing operations in
telecommunications and electrical products. He joined the Group in
September 2000.
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REPORT OF THE DIRECTORS

The directors present their annual report and the audited financial

statements for the year ended 31 December 2004.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding and the

activities of its principal subsidiaries and associates are set out in note

36 to the financial statements.

REORGANISATION

On 22 January 2005, China Aerospace International Holdings Limited

(“CASIL”) and China Academy of Launch Vehicle Technology Limited

(“CALT”) entered into a Sale and Purchase Agreement for the

purposes of effecting the group reorganisation (the “Sale and

Purchase Agreement”). Pursuant to the Sale and Purchase

Agreement, for an aggregate cash consideration of HK$143,758,081,

CASIL agreed to sell, and CALT agreed to purchase, CASIL’s entire

100% equity interest in and the entire shareholder’s loan due from

Astrotech Group Limited, which, in turn, holds 449,244,000 ordinary

shares (representing approximately 44.17% equity interest) in the

Company. Upon completion of the Sale and Purchase Agreement

which had taken place on 15 March 2005, CASIL will no longer hold

any direct or indirect equity interest in the Company.

Details of the transaction were set out in an announcement made by

the Company on 24 January 2005.

RESULTS

The results of the Group for the year ended 31 December 2004 are

set out in the consolidated income statement on page 26.

The directors do not recommend the payment of a dividend, and

propose that the profit for the year be retained.

PROPERTY, PLANT AND EQUIPMENT

Movements in property, plant and equipment of the Group and the

Company during the year are set out in note 12 to the financial

statements.

36

 

  

Astrotech Group Limited

(“Astrotech”) 100%

143,758,081  Astrotech

449,244,000

44.17%  

 

26

12
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SHARE CAPITAL

Movements in the share capital of the Company during the year are

set out in note 24 to the financial statements.

PURCHASE, SALE OR REDEMPTION OF SHARES

Neither the Company nor any of its subsidiaries purchased, sold or

redeemed any of the Company’s listed securities during the year.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company’s

Articles of Association or the laws in the Cayman Islands, which would

oblige the Company to offer new shares on a pro-rata basis to

existing shareholders.

SHARE OPTION SCHEME

Details of the share option schemes of the Company and the former

ultimate holding company, China Aerospace International Holdings

Limited (“CASIL”) are set out in note 25 to the financial statements.

No options were granted or exercised during the year under the

schemes nor outstanding in both years ended 31 December 2003

and 31 December 2004.

DIRECTORS

The directors during the year and up to the date of this report are:

Executive

Rui Xiaowu

(Chairman)

Wang Xiaodong

(Vice-chairman and Managing Director)

Zhou Xiaoyun

Han Jiang

Guo Xianpeng (appointed on 15 January 2004)

Xu Jian Hua (appointed on 11 March 2004)

Zhang Tao (resigned on 15 January 2004)

Non-executive

Ma Yucheng

24

CASIL

25
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Independent Non-executive

Zhu Shixiong

Moh Kwen Yung

Yiu Ying Wai

(appointed on 30 September 2004)

Wong Fai, Philip

(appointed on 30 September 2004)

Sit Kien Ping, Peter

(resigned on 30 September 2004)

Lau Tit Shing

(resigned on 1 November 2004)

The term of office of the non-executive director and each of the

independent non-executive director is from the date they were last

elected to the date of their retirement by rotation in accordance

with the Company’s Articles of Association.

Messrs. Yiu Ying Wai and Wong Fai, Philip shall retire by rotation at

the close of the forthcoming annual general meeting in accordance

with Article 99 of the Company’s Articles of Association and, being

eligible, offers themselves for re-election.

Messrs. Zhou Xiaoyun and Ma Yucheng shall retire by rotation at the

close of the forthcoming annual general meeting in accordance with

Article 116 of the Company’s Articles of Association and, being

eligible, offer themselves for re-election.

DIRECTORS’ SERVICE CONTRACTS

None of the directors proposed for re-election at the forthcoming

annual general meeting has a service contract with the Company or

any of its subsidiaries, which is not determinable by the employing

company within one year without payment of compensation, other

than statutory compensation.

99

116
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DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS AND
SHORT POSITIONS IN SHARES, UNDERLYING SHARES AND
DEBENTURES

As at 31 December 2004, none of the directors and chief executives

of the Company or their respective associates had any interest or

short positions in the shares, underlying shares and debentures of

the Company and its associated corporations (within the meaning of

Part XV of the Securities and Future Ordinance (the “SFO”)) which

are required to be notified to the Company and The Stock Exchange

of Hong Kong Limited (the “Stock Exchange”) pursuant to Divisions

7 and 8 of Part XV of the SFO (including interests and short positions

which they are taken or deemed to have under such provisions of

SFO), or to be recorded in the register required to be maintained

pursuant to Section 352 of the SFO, or otherwise to be notified to

the Company or the Stock Exchange pursuant to the Model Code

for Securities Transaction by Directors of Listed Companies in the

Rules Governing the Listing of Securities on the Stock Exchange (the

“Listing Rules”).

ARRANGEMENTS TO PURCHASE SHARES OR
DEBENTURES

Other than the share option scheme of the Company and CASIL, at

no time during the year was the Company, or any of its subsidiaries,

its holding companies or its fellow subsidiaries a party to any

arrangements to enable the directors to acquire benefits by means

of the acquisition of shares in, or debentures of, the Company or any

other body corporate.

DIRECTORS’ INTERESTS IN CONTRACTS

No contracts of significance to which the Company, or any of its

subsidiaries, its holding companies or its fellow subsidiaries was party

and in which a director of the Company had a material interest, either

directly or indirectly, subsisted at the end of the year or at any time

during the year.

XV

XV 7 8

352

CASIL
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SUBSTANTIAL SHAREHOLDERS

As at 31 December 2004, to the best knowledge of the directors of

the Company, the parties (other than a director or chief executive of

the Company) who have interests and short positions in the shares

and underlying shares of the Company as recorded in the register

required to be kept by the Company pursuant to Section 336 of the

SFO were as follows:

Percentage of
Name Capacity Number of shares shareholding

1
(Note 1)

2 449,244,000 (L) 44.17%
China Aerospace Science & Held by a controlled corporation

Technology Corporation (Note 2)
(“CASC”)

3 449,244,000 (L) 44.17%
China Aerospace International Held by a controlled corporation

Holdings Limited (“CASIL”) (Note 3)

Astrotech 449,244,000 (L) 44.17%
Beneficial owner

Notes:

1. The letter “L” denotes the shareholder’s long position in the shares.

2. CASC is deemed to be interested in 449,244,000 shares as it holds approximately

41.86% of the issued share capital of CASIL.

3. Astrotech is a wholly owned subsidiary of CASIL. Accordingly, CASIL is deemed

to be interested in all the shares held by Astrotech.

Other than as disclosed above, the register of substantial

shareholders maintained by the Company pursuant to section 336 of

the SFO discloses no person as having a notifiable interests or short

positions in any shares and underlying shares of the Company as at

31 December 2004.

336

1. L

2. CASC 449,244,000

CASIL 41.86%

3. Astrotech CASIL CASIL

Astrotech

336
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MAJOR CUSTOMERS AND SUPPLIERS

For the year ended 31 December 2004, turnover attributable to the

five largest customers of the Group accounted for approximately

67.0% of the Group’s turnover and turnover attributable to the

Group’s largest customer accounted for approximately 18.7% of the

Group’s turnover.

For the year ended 31 December 2004, purchases attributable to

the five largest suppliers of the Group accounted for approximately

84.9% of the Group’s purchases and purchases attributable to the

Group’s largest supplier accounted for approximately 51.5% of the

Group’s purchases.

None of the directors, their associates or, to the best knowledge of

the directors, any shareholder who owns more than 5% of the

Company’s issued share capital had any interests in the above five

largest customers or suppliers.

CONNECTED TRANSACTIONS

For the year ended 31 December 2004, the Group had the following

connected transactions:

The Group occupied certain office space on 21 Floor, Concordia

Plaza, 1 Science Museum Road, Tsimshatsui East, Kowloon, Hong

Kong, which is owned by CASIL. The rental expenses and

management fees paid by the Group amounted to HK$9,775.

The independent non-executive directors have reviewed and

confirmed that:

(a) the above connected transactions have been entered into by

the Group in the ordinary and usual course of business;

67.0%

18.7%

84.9%

51.5%

5%

CASIL

1 21

9,775

(a)
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(b) the above connected transactions have been entered into on

normal commercial terms and on an arm’s length basis, and

where there is an agreement governing such transactions, such

transactions have been carried out in accordance with the terms

of the agreements governing such transactions, or if there is

no such agreement, the transactions have been entered into

on terms no less favourable than terms available to or from

independent third parties;

(c) the above transactions have been entered into on terms that

are fair and reasonable as far as the shareholders are

concerned; and

(d) the total value of the respective transactions did not exceed

the respective maximum amount as specified by the Stock

Exchange.

SUFFICIENT OF PUBLIC FLOAT

The Company has maintained a sufficient public float throughout

the year ended 31 December 2004.

CORPORATE GOVERNANCE

The Company has complied throughout the year ended 31

December 2004 with the Code of Best Practice as set out in Appendix

14 to The Rules Governing the Listing of Securities on The Stock

Exchange of Hong Kong Limited (the “Listing Rules”) except that

the independent non-executive directors were not appointed for a

specific term as set out in Appendix 14 of the Listing Rules but are

subject to retirement by rotation and re-election at annual general

meetings in accordance with the Articles of Association of the

Company.

The Company had adopted a code of conduct regarding securities

transactions by directors on terms no less exacting than the required

standard set out in Appendix 10 to the Listing Rules (the “Model

Code”). Having made specific enquiry of all directors, all directors

confirmed they have complied with the required standard set out in

the Mode Code and the code of conduct regarding securities

transactions by directors adopted by the Company.

(b)

(c)

(d)

14

10

10
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The Company has received, from each of the independent non-

executive directors, an annual confirmation of his independence

pursuant to rule 3.13 of the Listing Rules. The Company considers all

of the independent non-executive directors are independent.

POST BALANCE SHEET EVENT

Details of significant event occurring after the balance sheet date

are set out in note 35 to the financial statement.

AUDITORS

A resolution will be submitted to the annual general meeting to re-

appoint Messrs. Deloitte Touche Tohmatsu as auditors of the

Company.

On behalf of the Board

Rui Xiaowu

Chairman

Hong Kong, 30 March 2005

3.13

35
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TO THE SHAREHOLDERS OF
CASIL TELECOMMUNICATIONS HOLDINGS LIMITED
(incorporated in the Cayman Islands with limited liability)

We have audited the financial statements on pages 26 to 78 which
have been prepared in accordance with accounting principles
generally accepted in Hong Kong.

RESPECTIVE RESPONSIBILITIES OF DIRECTORS AND
AUDITORS

The Company's directors are responsible for the preparation of
financial statements which give a true and fair view. In preparing
financial statements which give a true and fair view it is fundamental
that appropriate accounting policies are selected and applied
consistently.

It is our responsibility to form an independent opinion, based on our
audit, on those financial statements and to report our opinion solely
to you, as a body, in accordance with our agreed terms of
engagement and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for the
contents of this report.

BASIS OF OPINION

We conducted our audit in accordance with Statements of Auditing
Standards issued by the Hong Kong Institute of Certified Public
Accountants. An audit includes examination, on a test basis, of
evidence relevant to the amounts and disclosures in the financial
statements. It also includes an assessment of the significant estimates
and judgments made by the directors in the preparation of the
financial statements, and of whether the accounting policies are
appropriate to the circumstances of the Company and the Group,
consistently applied and adequately disclosed.

26 78
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We planned and performed our audit so as to obtain all the
information and explanations which we considered necessary in order
to provide us with sufficient evidence to give reasonable assurance
as to whether the financial statements are free from material
misstatement. In forming our opinion we also evaluated the overall
adequacy of the presentation of information in the financial
statements. We believe that our audit provides a reasonable basis
for our opinion.

Opinion

In our opinion the financial statements give a true and fair view of
the state of affairs of the Company and the Group as at 31 December
2004 and of the profit and cash flows of the Group for the year then
ended and have been properly prepared in accordance with the
disclosure requirements of the Hong Kong Companies Ordinance.

Deloitte Touche Tohmatsu
Certified Public Accountants

Hong Kong, 30 March 2005
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CONSOLIDATED INCOME STATEMENT
For the year ended 31 December 2004

2004 2003

NOTES HK$’000 HK$’000

Turnover 4 148,126 143,872

Cost of sales (93,956) (95,579)

Gross profit 54,170 48,293

Other operating income 9,518 3,733

Distribution costs (12,876) (9,174)

Administrative expenses (38,631) (35,334)

Profit from operations 6 12,181 7,518

Finance costs 8 (5,124) (5,137)

Share of result of an associate (149) —

Net loss on liquidation of subsidiaries 29 (186) —

Allowance for amount due from an associate — (2,354)

Loss on partial disposal of a subsidiary — (1)

Profit before taxation 6,722 26

Taxation 9 (2,544) (1,079)

Profit (loss) before minority interests 4,178 (1,053)

Minority interests 1,190 3,270

Net profit for the year 5,368 2,217

cent cent

 — Earnings per share — Basic 11 0.54 0.25
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THE GROUP THE COMPANY

2004 2003 2004 2003

NOTES HK$’000 HK$’000 HK$’000 HK$’000

Non-current assets
Property, plant and

equipment 12 47,202 48,592 1,800 671
Intangible assets 13 40,666 44,157 — —
Interests in subsidiaries 14 — — 82,433 74,601
Interests in associates 15 1,269 42,838 — —

89,137 135,587 84,233 75,272

Current assets
Inventories 16 70,523 65,312 — —
Debtors and prepayments 17 124,170 65,714 718 1,067
Amounts due from related

companies 18 15,291 15,291 41 41
Amounts due from subsidiaries — — 112,126 84,912
Amount due from an associate 19 19,122 — — —
Taxation recoverable 210 210 — —
Pledged bank deposits 32 1,264 5,959 — —
Bank balances and cash 37,616 28,959 5,176 4,002

268,196 181,445 118,061 90,022

Current liabilities
Creditors and accrued

charges 20 68,312 63,535 6,390 4,837
Amounts due to related

companies 18 3,743 3,743 551 551
Amounts due to subsidiaries — — 1,561 6,694
Amount due to immediate

holding company of a
shareholder 21 906 915 7,096 7,105

Amount due to an associate 19 870 2,690 — —
Taxation payable 296 299 — —
Borrowings due within

one year 22 39,358 43,044 20,945 20,945

113,485 114,226 36,543 40,132

Net current assets 154,711 67,219 81,518 49,890

243,848 202,806 165,751 125,162



28

BALANCE SHEETS
At 31 December 2004

THE GROUP THE COMPANY

2004 2003 2004 2003

NOTES HK$’000 HK$’000 HK$’000 HK$’000

Capital and reserves
Share capital 24 101,714 91,714 101,714 91,714
Reserves 26 78,832 43,411 64,037 33,448

180,546 135,125 165,751 125,162

Minority interests 796 7,969 — —

Non-current liabilities
Borrowings due after one year 22 59,831 58,284 — —
Deferred taxation 27 2,675 1,428 — —

62,506 59,712 — —

243,848 202,806 165,751 125,162

26 78 The financial statements on pages 26 to 78 were approved and

authorised for issue by the Board of Directors on 30 March 2005 and

are signed on its behalf by:

WANG XIAODONG HAN JIANG

DIRECTOR DIRECTOR
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Share

Share Special premium Exchange General Accumulated

capital reserve account reserve reserve Goodwill losses Total

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

At 1 January 2003 87,714 117,554 435,419 868 3,499 (17,878) (509,438) 117,738

Shares issued at premium 4,000 — 8,000 — — — — 12,000

Share issue expenses — — (487) — — — — (487)

Release of goodwill upon

partial disposal of

a subsidiary — — — — — 3,657 — 3,657

Net profit for the year — — — — — — 2,217 2,217

At 31 December 2003 and

1 January 2004 91,714 117,554 442,932 868 3,499 (14,221) (507,221) 135,125

Shares issued at premium 10,000 — 31,000 — — — — 41,000

Share issue expenses — — (839) — — — — (839)

Exchange difference from

translation of operations

outside Hong Kong not

recognised in the

consolidated income

statement — — — 108 — — — 108

Release on liquidation of

subsidiaries — — — (147) (69) — — (216)

Net profit for the year — — — — — — 5,368 5,368

At 31 December 2004 101,714 117,554 473,093 829 3,430 (14,221) (501,853) 180,546
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CONSOLIDATED CASH FLOW STATEMENT
For the year ended 31 December 2004

2004 2003

NOTE HK$’000 HK$’000

Cash flows from operating activities
Profit before taxation 6,722 26
Adjustments for:

Interest income (109) (213)
Interest expenses 5,124 5,137
Depreciation of property,

plant and equipment 5,418 4,177
Loss on partial disposal

of a subsidiary — 1
Gain on disposal of property,

plant and equipment (7,548) (658)
Net loss on liquidation

of subsidiaries 186 —
Amortisation of intangible assets 4,818 3,990
Allowance for amount due from an associate — 2,354
Share of result of an associate 149 —
Reversal of allowance for doubtful debts (1,444) (1,713)
Allowance for obsolete inventories — 452
Write-off of development costs — 1,297

Operating cash flows before movements in
working capital 13,316 14,850

Increase in inventories (5,562) (38,642)
Increase in debtors and prepayments (57,012) (28,418)
Decrease in amounts due from associates — 8,529
Increase in amounts due from related companies — (11)
Increase in creditors and accrued charges 6,459 30,580
(Decrease) increase in amount due to immediate

holding company of a shareholder (9) 31
Increase amount due to an associate 21,617 2,690

Cash used in operations (21,191) (10,391)
Income taxes paid (1,300) (1,036)

Net cash used in operating activities (22,491) (11,427)

Investing activities
Proceeds on disposal of property, plant and

equipment 21,463 5,895
Decrease in pledged bank deposits 4,695 5,226
Interest received 109 213
Purchase of property, plant and equipment (25,112) (2,659)
Development cost incurred (1,327) (2,638)
Investment made in an associate (1,418) —

 Liquidation of subsidiaries, net cash 29 (268) —

Net cash (used in) from investing activities
(1,858) 6,037
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2004 2003

HK$’000 HK$’000

Financing activities
Issue of ordinary shares, net of expenses 40,161 11,513
Interest paid (3,135) (3,777)
Repayments of bank loans (4,121) (2,774)
New bank loans raised — 849
Repayments of obligations under finance leases (7) (41)

Net cash from financing activities 32,898 5,770

Net increase in cash and cash equivalents 8,549 380
Effect of foreign exchange rate changes 108 —

Cash and cash equivalents at 1 January
28,959 28,579

Cash and cash equivalents at 31 December,
 representing bank balances and cash

37,616 28,959
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NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2004

1. GENERAL

The Company is incorporated in the Cayman Islands with

limited liability and its shares are listed on The Stock Exchange

of Hong Kong Limited (the “Stock Exchange”).

The Company is an investment holding company. The principal

activities of its subsidiaries are set out in note 36.

2. POTENTIAL IMPACT ARISING FROM THE RECENTLY ISSUED

ACCOUNTING STANDARDS

In 2004, the Hong Kong Institute of Certif ied Public

Accountants (the “HKICPA”) issued a number of new or revised

Hong Kong Accounting Standards and Hong Kong Financial

Reporting Standards (“HKFRSs”) (herein collectively referred

to as “new HKFRSs”) which are effective for accounting periods

beginning on or after 1 January 2005. The Group has not early

adopted these new HKFRSs in the financial statements for the

year ended 31 December 2004.

The Group has commenced considering the potential impact

of these new HKFRSs but is not yet in a position to determine

whether these HKFRSs would have a significant impact on how

its results of operations and financial position are prepared and

presented. These HKFRSs may result in changes in the future

as to how the results and financial position are prepared and

presented.

3. SIGNIFICANT ACCOUNTING POLICIES

The financial statements have been prepared under the

historical cost convention and in accordance with accounting

principles generally accepted in Hong Kong. The principal

accounting policies adopted are as follows:

Basis of consolidation

The consolidated financial statements incorporate the financial

statements of the Company and its subsidiaries made up to 31

December each year.

All significant intercompany transactions and balances within

the Group are eliminated on consolidation.

1.

36

2.

 

3.
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Basis of consolidation (Continued)

The results of subsidiaries acquired or disposed of during the

year are included in the consolidated income statement from

the effective date of acquisition or up to the effective date of

disposal, as appropriate.

Goodwill

Goodwill arising on consolidation represents the excess of the

cost of acquisition over the Group’s interest in the fair value of

the identifiable assets and liabilities of a subsidiary at the date

of acquisition.

Goodwill arising on acquisitions prior to 1 January 2001

continues to be held in reserves, and will be charged to the

income statement at the time of disposal of the relevant

subsidiary, or at such time as the goodwill is determined to be

impaired.

Goodwill arising on acquisitions after 1 January 2001 is

capitalised and amortised on a straight-line basis over its useful

economic life, generally not exceeding twenty years. Goodwill

arising on the acquisition of subsidiaries is presented separately

in the balance sheet.

On disposal of a subsidiary, the attributable amount of

unamortised goodwill or goodwill previously eliminated against

or credited to reserves is included in the determination of the

gain or loss on disposal.

Investments in subsidiaries

Investments in subsidiaries are included in the Company’s

balance sheet at cost less any identified impairment loss. The

results of subsidiaries are accounted for by the Company on

the basis of dividends received and receivable during the year.

3.
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Interests in associates

The consolidated income statement includes the Group’s share

of the post-acquisition results of its associates for the year. In

the consolidated balance sheet, interests in associates are

stated at the Group’s share of the net assets of the associates

less any identified impairment loss.

Revenue recognition

Sales of goods are recognised when goods are delivered and

title has passed.

Service income is recognised when services are rendered.

Interest income is accrued on a time basis, by reference to the

principal outstanding and at the interest rate applicable.

Property, plant and equipment

Property, plant and equipment are stated at cost less

accumulated depreciation and any identified impairment

losses.

Depreciation is provided to write off the cost of property, plant

and equipment over their estimated useful lives using the

straight line method, at the following rates per annum:

Leasehold land Over the unexpired lease

term

Buildings 4 - 5% or over the

unexpired lease terms,

whichever is shorter

Plant, equipment and machinery 9 - 15%

Moulds and tools 25%

Furniture and office equipment 10 - 25%

Motor vehicles 18 - 25%

The gain or loss arising on the disposal or retirement of an asset

is determined as the difference between the sales proceeds

and the carrying amount of the asset and is recognised in the

income statement.

3.

4 5%

9 - 15%

25%

10 - 25%

18 - 25%
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Technology licence rights

Technology licence rights are stated at cost less accumulated

amort isat ion and any ident i f ied impairment losses.

Amortisation is provided to write off the cost of such rights on

a straight line basis over its estimated useful life.

Research and development expenditure

Expenditure on research activities is recognised as an expense

in the period in which it is incurred.

An internally-generated intangible assets arising from

development expenditure is recognised only if it is anticipated

that the development costs incurred on a clearly-defined

project will be recoverable through future commercial activity.

The resultant asset is amortised on a straight line basis over its

useful economic life generally not exceeding five years.

Where no internally-generated intangible asset can be

recognised, development expenditure is recognised as an

expense in the period in which it is incurred.

Inventories

Inventories are stated at the lower of cost and net realisable

value. Cost is calculated using the weighted average cost

method.

Impairment

At each balance sheet date, the Group reviews the carrying

amounts of its assets to determine whether there is any

indication that those assets have suffered an impairment loss.

If the recoverable amount of an asset is estimated to be less

than its carrying amount, the carrying amount of the asset is

reduced to its recoverable amount. An impairment loss is

recognised as an expense immediately.

3.
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Impairment (Continued)

Where an impairment loss subsequently reverses, the carrying

amount of the asset is increased to the revised estimate of its

recoverable amount, but so that the increased carrying amount

does not exceed the carrying amount that would have been

determined had no impairment loss been recognised for the

asset in prior years. A reversal of an impairment loss is

recognised as income immediately.

Taxation

The charge for taxation represents the sum of the tax currently

payable and deferred tax.

The tax currently payable is based on taxable profit for the

period. Taxable profit differs from net profit as reported in the

income statement because it excludes items of income or

expense that are taxable or deductible in other periods and it

further excludes items that are never taxable or deductible.

Deferred tax is the tax expected to be payable or recoverable

on differences between the carrying amount of assets and

liabilities in the financial statements and the corresponding tax

bases used in the computation of taxable profit, and is

accounted for using the balance sheet liability method.

Deferred tax liabilities are generally recognised for all taxable

temporary differences, and deferred tax assets are recognised

to the extent that it is probable that taxable profits will be

available against which deductible temporary differences can

be utilised. Such assets and liabilities are not recognised if the

temporary difference arises from goodwill (or negative

goodwill) or from the initial recognition (other than in a business

combination) of assets and liabilities in a transaction that affects

neither the taxable profit nor the accounting profit.

Deferred tax liabilities are recognised for taxable temporary

differences arising on investments in subsidiaries and

associates, except where the Group is able to control the

reversal of the temporary differences and it is probable that

the temporary difference will not reverse in the foreseeable

future.

3.
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Taxation (Continued)

The carrying amount of deferred tax assets is reviewed at each

balance sheet date and reduced to the extent that it is no

longer probable that sufficient taxable profit will be available

to allow all or part of the asset to be recovered.

Deferred tax is calculated at the tax rates that are expected to

apply in the period when the liability is settled or the asset is

realised. Deferred tax is charged or credited to the income

statement, except when it relates to items charged or credited

directly to equity, in which case the deferred tax is also dealt

with in equity.

Leases

Leases are classified as finance leases when the terms of the

lease transfer substantially all the risks and rewards of

ownership of the assets concerned to the Group. Assets held

under finance leases are capitalised at their fair values at the

date of acquisition. The principal portion of the corresponding

liability to the lessor, net of interest charges, is included in the

balance sheet as a finance lease obligation of the Group.

Finance costs, which represent the difference between the total

leasing commitments and the fair value of the assets acquired,

are charged to the income statement over the period of the

relevant lease so as to produce a constant periodic rate of

charge on the remaining balance of the obligations for each

accounting period.

All other leases are classified as operating leases and the annual

rentals receivable or payable are credited or charged,

respectively, to the income statement on a straight-line basis

over the relevant lease term.

3.
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Foreign currencies

Transactions in foreign currencies are initially recorded at

exchange rates prevailing on the dates of the transactions.

Monetary assets and liabilities denominated in foreign

currencies are re-translated at the rates prevailing on the

balance sheet date. Profits and losses arising on exchange are

included in net profit or loss for the period.

On consolidation, the assets and liabilities of the Group’s

overseas operations are translated at exchange rates prevailing

on the balance sheet date. Income and expense items are

translated at the average exchange rates for the period.

Exchange differences arising, if any, are classified as equity and

transferred to the Group’s exchange reserve. Such translation

differences are recognised as income or as expenses in the

period in which the operation is disposed of.

Retirement benefits schemes

Payments to the defined contribution retirement schemes are

charged as an expense as they fall due.

4. TURNOVER

Turnover represents the gross invoiced value of goods sold less

discounts and returns, revenue from service contracts and gross

rental income as follows:

3.

4.

2004 2003

HK$’000 HK$’000

Sales of goods 143,473 129,403

Revenue from service contracts 4,630 14,394

Gross rental income 23 75

148,126 143,872
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5. BUSINESS AND GEOGRAPHICAL SEGMENTS

(A) Business segments

For management purposes, the Group is currently

organised into four operating divisions:

Communication Products, Intelligent Transportation

Systems (“ITS”),  Video Conference System and

Broadband Wireless Access. These divisions are the basis

on which the Group reports its primary segment

information.

Principal activities are as follows:

Communication Products

— manufacture and distribution of telecommunication

products

ITS

— development, manufacture, distribution and

installation of global positioning system application

products

Video Conference System

— development, manufacture, distribution and

installation of video conference system

Broadband Wireless Access

— development, distribution and installation of

broadband system, equipment and accessories

5.

(A)

—

—

—

—
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5. BUSINESS AND GEOGRAPHICAL SEGMENTS (Continued)

(A) Business segments (Continued)

(i) Segment information about these businesses for the

year ended 31 December 2004 is presented below:

Income statement

Video Broadband

Communication Conference Wireless

Products ITS System Access Others Eliminations Consolidated

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

TURNOVER

External sales 29,205 7,842 13,082 97,974 23 — 148,126

* Inter-segment sales* — — — 1,337 — (1,337) —

Total 29,205 7,842 13,082 99,311 23 (1,337) 148,126

RESULT

Segment result 1,497 (11,730) (706) 16,198 7,094 — 12,353

Unallocated corporate

expenses (172)

Profit from operations 12,181

Finance costs (5,124)

Share of result of an

associate — (149) — — — — (149)

Net gain (loss) on liquidation

of subsidiaries 110 (296) — — — — (186)

Profit before taxation 6,722

Taxation (2,544)

Profit before minority

interests 4,178

Minority interests 1,190

Net profit for the year 5,368

* Inter-segment sales are charged at prevailing market prices.

5.

(A)

(i)

*
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5. BUSINESS AND GEOGRAPHICAL SEGMENTS (Continued)

(A) Business segments (Continued)

Balance sheet

Video Broadband

Communication Conference Wireless

Products ITS System Access Others Consolidated

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

ASSETS

Segment assets 32,342 29,419 25,743 230,269 18,596 336,369

Interests in associates — 1,269 — — — 1,269

Unallocated corporate

assets 19,695

Consolidated total assets 357,333

LIABILITIES

Segment liabilities 7,983 9,155 9,498 42,965 418 70,019

Unallocated corporate

liabilities 105,972

Consolidated total liabilities 175,991

5.

(A)
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5. BUSINESS AND GEOGRAPHICAL SEGMENTS (Continued)

(A) Business segments (Continued)

Other information

Video Broadband

Communication Conference Wireless

Products ITS System Access Others Corporate Consolidated

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

Capital additions

— — Property, plant and

 equipment 17 1,449 269 21,859 — 1,518 25,112

— — Development costs — — — 1,327 — — 1,327

Depreciation and

amortisation

— — Property, plant and

  equipment 80 1,330 399 2,746 581 282 5,418

— — Development costs — 940 329 1,034 — — 2,303

— — Technology licence

  right — — — 2,262 — — 2,262

— — Goodwill — — 208 45 — — 253

(Reverse of) allowance

for doubtful debts (2,536) 168 924 — — — (1,444)

Loss (gain) on disposal of

property, plant and

equipment 116 3 — 85 (7,845) 93 (7,548)

5.

(A)
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5. BUSINESS AND GEOGRAPHICAL SEGMENTS (Continued)

(A) Business segments (Continued)

(ii) Segment information about these businesses for the

year ended 31 December 2003 is presented below:

Income statement

Video Broadband

Communication Conference Wireless

Products ITS System Access Others Eliminations Consolidated

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

TURNOVER

External sales 37,064 19,097 12,995 74,641 75 — 143,872

* Inter-segment sales*  — 8 — — 990 (998) —

Total 37,064 19,105 12,995 74,641 1,065 (998) 143,872

RESULT

Segment result 3,361 (8,227) (700) 13,407 346 — 8,187

Unallocated corporate

expenses (669)

Profit from operations 7,518

Finance costs (5,137)

Allowance for amount

due from an associate (2,354) — — — — — (2,354)

Loss on partial disposal

of a subsidiary — (1) — — — — (1)

Profit before taxation 26

Taxation (1,079)

Loss before minority

interests (1,053)

Minority interests 3,270

Net profit for the year 2,217

* Inter-segment sales are charged at prevailing market prices.

5.

(A)

(ii)

*
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5. BUSINESS AND GEOGRAPHICAL SEGMENTS (Continued)

(A) Business segments (Continued)

Balance sheet

Video Broadband

Communication Conference Wireless

Products ITS System Access Others Consolidated

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

ASSETS

Segment assets 29,585 33,323 27,043 156,134 14,222 260,307

Interests in associates 42,838 — — — — 42,838

Unallocated corporate

assets 13,887

Consolidated total assets 317,032

LIABILITIES

Segment liabilities 8,295 13,441 10,683 39,826 28 72,273

Unallocated corporate

liabilities 101,665

Consolidated total liabilities 173,938

5.

(A)
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5. BUSINESS AND GEOGRAPHICAL SEGMENTS (Continued)

(A) Business segments (Continued)

Other information

Video Broadband

Communication Conference Wireless

Products ITS System Access Others Corporate Consolidated

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

Capital additions

— — Property, plant and

 equipment 39 586 443 1,391 31 169 2,659

— — Development costs — 1,435 302 901 — — 2,638

— — Goodwill — — 4,148 — — — 4,148

Depreciation and

amortisation

— — Property, plant and

 equipment 243 1,234 304 1,637 592 167 4,177

— — Development costs — 1,435 587 585 — — 2,607

— — Technology licence

 right — — — 1,131 — — 1,131

— — Goodwill — — 207 45 — — 252

(Reverse of) allowance

for doubtful debts (1,595) (180) 62 — — — (1,713)

Allowance for obsolete

inventories 46 — 406 — — — 452

Allowance for amount

due from an associate 2,354 — — — — — 2,354

Gain on disposal of

property, plant and

equipment 422 — — — 236 — 658

Write-off of development

costs — 1,297 — — — — 1,297

5.

(A)
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5. BUSINESS AND GEOGRAPHICAL SEGMENTS (Continued)

(B) Geographical segments

The Group’s operations are located in Hong Kong and

other parts of the People’s Republic of China (the “PRC”).

(i) The following table provides an analysis of the

Group’s sales by geographical market:

Turnover

2004 2003

HK$’000 HK$’000

PRC 96,173 94,274

Hong Kong 22,151 13,917

United States of America 27,193 30,871

Others 2,609 4,810

148,126 143,872

(ii) The following is an analysis of the carrying amount

of the segment assets, and additions to property,

plant and equipment and intangible assets, analysed

by the geographical area in which the assets are

located.

Additions to property,

Carrying amount plant and equipment

of segment assets and intangible assets

2004 2003 2004 2003

HK$’000 HK$’000 HK$’000 HK$’000

PRC 216,630 96,196 24,285 4,568

Hong Kong 139,224 177,788 2,154 4,877

355,854 273,984 26,439 9,445

5.

(B)

(i)

(ii)
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6. PROFIT FROM OPERATIONS

2004 2003

HK$’000 HK$’000

Profit from operations has been arrived at

after charging:

7 Directors’ emoluments (note 7) 3,187 3,053

Other staff costs 19,820 20,464

Other staff’s retirement benefits scheme

contributions 822 906

23,829 24,423

Allowance for obsolete inventories — 452

Amortisation of intangible assets (note) 4,818 3,990

Auditors’ remuneration 1,000 664

Depreciation of property, plant and equipment

— — owned assets 5,418 4,153

— — asset held under a finance lease — 24

Minimum lease payments paid under operating

leases in respect of land and buildings 2,459 2,043

Research and development expenses 248 115

Write-off of development costs — 1,297

and crediting:

Rental income from land and buildings, net of

negligible outgoings 23 75

Gain on disposal of property, plant and equipment 7,548 658

Interest income 109 213

Reversal of allowance for doubtful debts 1,444 1,713

Note: Amortisation of approximately HK$253,000 (2003: HK$252,000) and

approximately HK$4,565,000 (2003: HK$3,738,000) were included in

administrative expenses and cost of sales respectively.

6.

253,000

2 5 2 , 0 0 0

4,565,000   3,738,000
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7. DIRECTORS’ AND EMPLOYEES’ EMOLUMENTS

(a) Directors

2004 2003

HK$’000 HK$’000

Directors’ fees 204 200

Other emoluments:

Salaries and other benefits 2,947 2,624

Contributions under retirement benefits scheme 36 45

Compensation for loss of office — 184

3,187 3,053

The emoluments paid to each of the directors during the

year did not exceed HK$1,000,000.

Total amount paid to independent non-executive

directors is directors’ fees of HK$204,000 (2003:

HK$200,000).

No emoluments were paid to non-executive director

during the year (2003: nil).

(b) Five highest paid individuals

The five highest paid individuals included three (2003:

four) directors, details of whose remuneration are set out

above. The remuneration of the remaining two (2003: one)

individuals is analysed below:

2004 2003

HK$’000 HK$’000

Salaries and other benefits 1,245 739

Contributions under retirement benefits scheme 24 12

1,269 751

The aggregate emoluments paid to each of the highest

paid individuals during the year did not exceed

HK$1,000,000.

7.

(a)

1,000,000

204,000

200,000

(b)

1,000,000
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8. FINANCE COSTS

2004 2003

HK$’000 HK$’000

Interest on:

Bank borrowings

— — wholly repayable within five years 2,645 2,656

— — not wholly repayable within five years 490 517

 Obligations under finance leases wholly

repayable within five years — 3

 Other loan wholly repayable within five years 1,989 1,961

5,124 5,137

2004 2003

HK$’000 HK$’000

Current tax:

Hong Kong Profits Tax

— — current year (325) (70)

— — underprovision in prior year (824) —

 PRC income tax (148) (40)

(1,297) (110)

27 Deferred taxation (note 27):

Current year (1,247) (926)

Attributable to a change in tax rate — (43)

(1,247) (969)

(2,544) (1,079)

9. TAXATION

8.

9.
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9. TAXATION (Continued)

The reconciliation of tax charge for the year to the profit before

taxation is as follows:

2004 2003

HK$’000 HK$’000

Profit before taxation 6,722 26

17.5% Tax charge at Hong Kong Profits Tax

17.5% of 17.5% (2003: 17.5%)

(1,176) (5)

Tax effect of expenses not deductible for

tax purpose (861) (333)

Tax effect of income not taxable for tax purpose

1,574 24

Tax effect of deferred tax losses not recognised

(4,557) (1,632)

Utilisation of tax losses previously not recognised 3,364 1,103

Effect of different tax rates of subsidiaries

operating in the PRC (64) (193)

Increase in opening deferred tax liability resulting

from an increase in tax rate — (43)

Underprovision in prior year (824) —

Tax charge for the year (2,544) (1,079)

Hong Kong Profits Tax is calculated at 17.5% (2003: 17.5%) of

the estimated assessable profit for the year.

Pursuant to relevant laws and regulations in the PRC, the

Group’s subsidiaries operating in the PRC are entitled to

exemption from income tax under certain tax holidays and

concessions. Income tax is calculated at rates given under the

respective concessions.

9.

17.5%

17.5%
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10. DIVIDENDS

No dividend was paid or proposed during the year ended 31

December 2004, nor has any dividend been proposed since

the balance sheet date (2003: nil).

11. EARNINGS PER SHARE — BASIC

2004 2003

HK$’000 HK$’000

Net profit for the year 5,368 2,217

Number of shares

2004 2003

Weighted average number of shares for

the purposes of basic earnings per share 1,000,199,872 887,331,544

No diluted earnings per share has been disclosed as the

Company has no potential ordinary shares outstanding for both

years.

10.

11.
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12. PROPERTY, PLANT AND EQUIPMENT

Plant,

Leasehold equipment Moulds Furniture

land and and and and office Motor

buildings machinery tools equipment vehicles Total

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

THE GROUP

COST

At 1 January 2004 48,444 10,495 917 19,066 2,410 81,332

Additions — 21,041 5 2,618 1,448 25,112

Liquidation of subsidiaries (11,040) — — — — (11,040)

Reclassification — 1,184 95 (1,279) — —

Disposals (22,329) (988) (10) (1,533) (162) (25,022)

At 31 December 2004

15,075 31,732 1,007 18,872 3,696 70,382

DEPRECIATION

At 1 January 2004 14,425 4,232 122 12,324 1,637 32,740

Provided for the year 1,240 1,870 192 1,812 304 5,418

Liquidation of subsidiaries (3,871) — — — — (3,871)

Reclassification — 555 6 (561) — —

Eliminated on disposals (9,081) (988) (10) (945) (83) (11,107)

At 31 December 2004

2,713 5,669 310 12,630 1,858 23,180

NET BOOK VALUES

At 31 December 2004

12,362 26,063 697 6,242 1,838 47,202

At 31 December 2003

34,019 6,263 795 6,742 773 48,592

12.
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12. PROPERTY, PLANT AND EQUIPMENT (Continued)

Plant,
equipment Furniture

and and office Motor
machinery equipment vehicles Total

HK$’000 HK$’000 HK$’000 HK$’000

THE COMPANY
COST
At 1 January 2004 254 947 987 2,188
Additions — 1,109 409 1,518
Disposals — (146) — (146)

At 31 December 2004
254 1,910 1,396 3,560

DEPRECIATION
At 1 January 2004 172 358 987 1,517
Provided for the year 32 208 43 283
Eliminated on disposals — (40) — (40)

At 31 December 2004
204 526 1,030 1,760

NET BOOK VALUES
At 31 December 2004

50 1,384 366 1,800

At 31 December 2003
82 589 — 671

The net book value of the Group’s motor vehicle held under a

finance lease at 31 December 2004 was nil (2003: HK$23,000).

The Group’s property interests shown above comprise:

2004 2003

HK$’000 HK$’000

Long term lease held in Hong Kong — 13,820
Medium term leases held in the PRC 12,362 20,199

12,362 34,019

12.

23,000
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13. INTANGIBLE ASSETS

Development Technology

costs licence right Goodwill Total

HK$’000 HK$’000 HK$’000 HK$’000

THE GROUP

COST

At 1 January 2004 13,117 35,100 4,780 52,997

Additions 1,327 — — 1,327

At 31 December 2004

14,444 35,100 4,780 54,324

AMORTISATION

At 1 January 2004 6,287 2,301 252 8,840

Amortised for the year 2,303 2,262 253 4,818

At 31 December 2004

8,590 4,563 505 13,658

NET BOOK VALUES

At 31 December 2004

5,854 30,537 4,275 40,666

At 31 December 2003

6,830 32,799 4,528 44,157

Intangible assets are amortised on a straight-line basis over the

following periods:

Development costs 3 - 5 years

Technology licence right 15 years

Goodwill 14 - 20 years

13.

3 5

15

14 20
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14. INTERESTS IN SUBSIDIARIES

THE COMPANY

2004 2003

HK$’000 HK$’000

Unlisted shares, at cost 177,490 177,490

Amounts due from subsidiaries 112,290 104,458

Impairment losses recognised (207,347) (207,347)

82,433 74,601

The amounts due from subsidiaries are unsecured and non-

interest bearing. In the opinion of the directors, the Company

would not demand for repayment from the subsidiaries within

twelve months from the balance sheet dates. Accordingly, the

amounts are classified as non-current assets.

Details of principal subsidiaries of the Company at 31

December 2004 are set out in note 36.

14.

 

36
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The amount due from an associate was unsecured and non-

interest bearing. In the opinion of the directors, the amount

due from an associate as at 31 December 2003 would not be

demanded by the Group for repayment within twelve months

from 31 December 2003 and accordingly classified as a non-

current asset in prior year. During the year ended 31 December

2004, the net amount due from an associate of HK$42,838,000

was set off with the amount due to an associate of

HK$23,437,000. In the opinion of the directors, the remaining

balance is repayable on demand and is reclassified as a current

asset accordingly.

Details of the associates of the Group at 31 December 2004

are set out in note 36.

 

4 2 , 8 3 8 , 0 0 0

23,437,000

36

15. INTERESTS IN ASSOCIATES

THE GROUP

2004 2003

HK$’000 HK$’000

Share of net assets 1,269 —

Amount due from an associate — 82,838

1,269 82,838

Impairment loss recognised — (40,000)

1,269 42,838

15.
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16. 16. INVENTORIES

THE GROUP

2004 2003

HK$’000 HK$’000

Raw materials 7,633 36,907

Work-in-progress 8,270 13,103

Finished goods 54,620 15,302

70,523 65,312

All the inventories are carried at cost.

17. DEBTORS AND PREPAYMENTS

Included in debtors and prepayments are trade debtors of

HK$85,987,000 (2003: HK$54,040,000). The Group allows

credit periods ranging from 45 days to 180 days to its customers

for sales of goods. At the discretion of the directors, several

major customers were allowed to settle their balances beyond

the credit terms up to one year. The average credit period of

one year will be given to customers for revenue from service

contracts. The following is an aged analysis of trade debtors at

31 December:

17.

8 5 , 9 8 7 , 0 0 0

54,040,000  

45 180
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17. DEBTORS AND PREPAYMENTS (Continued)

THE GROUP

2004 2003

HK$’000 HK$’000

30 Within 30 days 44,241 40,806

31 90 Between 31 - 90 days 7,951 6,863

91 180 Between 91 - 180 days 20,734 2,698

181 365 Between 181 - 365 days 8,913 3,673

Over 1 year 4,148 —

85,987 54,040

17.

18. AMOUNTS DUE FROM/TO RELATED COMPANIES

The amounts represent amounts due from/to subsidiaries of

CASIL, immediate holding company of a shareholder of the

Company. The amounts are unsecured, non-interest bearing

and have no fixed repayment terms.

19. AMOUNTS DUE FROM/TO ASSOCIATES

The amounts are unsecured, non-interest bearing and have no

fixed repayment terms.

18.

19.
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20. CREDITORS AND ACCRUED CHARGES

Included in creditors and accrued charges are trade creditors

of HK$14,186,000 (2003: HK$32,042,000). The following is an

aged analysis of trade creditors at the balance sheet date:

THE GROUP

2004 2003

HK$’000 HK$’000

30 Within 30 days 6,760 19,994

31 90 Between 31 - 90 days 1,766 5,429

91 180 Between 91 - 180 days 377 1,215

181 365 Between 181 - 365 days 1,762 1,147

Over 1 year 3,521 4,257

14,186 32,042

21. AMOUNT DUE TO IMMEDIATE HOLDING COMPANY OF A

SHAREHOLDER

It represents amount due to CASIL. The amount is unsecured,

non-interest bearing and has no fixed repayment terms.

20.

14,186,000  

32,042,000  

21.
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22. BORROWINGS

THE GROUP THE COMPANY

2004 2003 2004 2003

HK$’000 HK$’000 HK$’000 HK$’000

Long term bank loans

— a — secured (note a) 7,484 7,926 — —

Short term bank loans

— a — secured (note a) — 2,830 — —

Short term bank loans

— a — unsecured (note a) 24,387 25,236 12,557 12,557

Bank overdrafts

— — unsecured 14,529 14,529 8,388 8,388

Total bank borrowings 46,400 50,521 20,945 20,945

b Other loan (note b) 52,789 50,800 — —

Total bank borrowings and

other loan 99,189 101,321 20,945 20,945

Obligation under a finance

23 lease (note 23) — 7 — —

99,189 101,328 20,945 20,945

Less: Amount due within

  one year included

  under current

  liabilities (39,358) (43,044) (20,945) (20,945)

Amount due after one year 59,831 58,284 — —

The maturity of total bank

borrowings and other

loan is as follows:

On demand or within

one year 39,358 43,037 20,945 20,945

Between one to two years 53,231 472 — —

Between two to five years 1,328 52,406 — —

Over five years 5,272 5,406 — —

99,189 101,321 20,945 20,945

22.



61

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2004

Annual Report 2004 CASIL Telecommunications Holdings Limited

22. BORROWINGS (Continued)

Notes:

(a) The loans bear interest at prevailing market rates. The short term loans

and long term loans are repayable in instalments within one year and

eleven years, respectively.

(b) The amount represents advance from an independent third party and

respective interests accrued. Such advance amounting to HK$46,800,000

is unsecured, bears interest at 4.25% (2003: 4.25%) per annum and is

repayable on 27 December 2006. The interests accrued of HK$5,989,000

(2003: HK$4,000,000) is unsecured, non-interest bearing and repayable

on 27 December 2006.

23. OBLIGATION UNDER A FINANCE LEASE

Present value of
Minimum minimum

lease payments lease payments

2004 2003 2004 2003

HK$’000 HK$’000 HK$’000 HK$’000

THE GROUP
Amount payable under

a finance lease:
Within one year — 7 — 7
In the second to

fifth year inclusive — — — —

— 7 — 7
Less: Future finance charges — —

Present value of lease
obligations — 7

Less: Amount due within
  one year — (7)

Amount due after one year — —

The lease term was three years and the effective borrowing

rate was 12%. Interest rate was fixed at the contract date. The

lease was on a fixed repayment basis and no arrangement has

been entered into for contingent rental payments.

22.

(a)

(b)

 

46,800,000 4.25%

4.25%

 

5,989,000  4,000,000

23.

12
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24. SHARE CAPITAL

Number of shares Share capital

2004 2003 2004 2003

HK$’000 HK$’000

Ordinary shares of HK$0.10 each

Authorised:

At beginning and end of the year

10,000,000,000 10,000,000,000 1,000,000 1,000,000

Issued and fully paid:

At beginning of the year 917,139,763 877,139,763 91,714 87,714

Shares issued on 30 September

a 2003 (note (a)) — 40,000,000 — 4,000

Share issued on 3 March 2004

b (note (b)) 100,000,000 — 10,000 —

 At end of the year 1,017,139,763 917,139,763 101,714 91,714

Notes:

(a) On 11 September 2003, the Company entered into a placing and

underwriting agreement to issue 40,000,000 shares of HK$0.10 each at a

placing price of HK$0.30 per share, representing a discount of

approximately 23.1% to the closing market price of the Company’s shares

on that date. The proceeds were used for general working capital

purpose. These new shares were issued under the general mandate

granted to the directors at the annual general meeting of the Company

held on 30 April 2003 and rank pari passu with the existing shares in all

respects.

(b) On 3 March 2004, the Company entered into a placing and underwriting

agreement to issue 100,000,000 shares of HK$0.10 each at a placing price

of HK$0.41 per share, representing a discount of approximately 16.3% to

the closing market price of the Company’s shares on that date. The

proceeds are used for general working capital purpose. These new shares

were issued under the general mandate granted to the directors at the

annual general meeting of the Company held on 30 April 2003 and rank

pari passu with the existing shares in all respects.

24.

(a)

0 . 3 0

40,000,000 0.10
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(b)  
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100,000,000 0.10
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25. SHARE OPTION SCHEMES

Under the terms of the share option scheme of the Company

(the “CASTEL Scheme”) which became effective on 23 July

1997 and shall be valid until 23 July 2007, the board of directors

may offer to any full time employees, including executive

directors of the Company and/or any of its subsidiaries, options

to subscribe for shares in the Company at a price which is not

less than the higher of the nominal value of the shares and 80%

of the average of the closing prices of the shares on the Stock

Exchange on the five trading days immediately preceding the

date of grant of the options, subject to a maximum of 10% of

the issued share capital of the Company from time to time. The

options granted must be accepted within 28 days from date of

grant. Upon acceptance of an offer of options, an amount of

HK$1 by way of consideration is payable by the employee.

Options may be exercised, at any time for a period to be

determined by the directors of the Company, which shall not

exceed ten years from the adoption of the CASTEL Scheme.

Unless otherwise terminated or altered, the CASTEL Scheme

will remain in force for a period of ten years from the date of

adoption.

Under the terms of the share option scheme of CASIL (the

“CASIL Scheme”) which became effective on 8 July 1997 and

shall be valid until 8 July 2007, the board of directors of CASIL

may offer to any full time employees of CASIL, and/or any of its

subsidiaries including executive directors of the Company,

options to subscribe for shares in CASIL at a price which is not

less than the higher of the nominal value of the shares and 80%

of the average of the closing prices of the shares on the Stock

Exchange on the five trading days immediately preceding the

date of grant of the options, subject to a maximum of 10% of

the issued share capital of CASIL from time to time. The options

granted must be accepted within 28 days from date of grant.

Upon acceptance of an offer of options, an amount of HK$1 by

way of consideration is payable by the employee. Options may

be exercised, at any time for a period to be determined by the

directors of the Company, which shall not exceed ten years from

the adoption of the CASIL Scheme. Unless otherwise

terminated or altered, the CASIL Schheme will remain in force

for a period of ten years from the date of adoption.

25.  
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25. SHARE OPTION SCHEMES (Continued)

The purpose of the schemes is to recognise the contribution of

employees of the Group.

Pursuant to Chapter 17 of the Rules Governing the Listing of

Securities on the Stock Exchange (the “Listing Rules”) with

which the Company must comply, the exercise price of options

under an option scheme must be at least the higher of: (i) the

closing price of the shares on the Stock Exchange on the date

of grant, which must be a business day; and (ii) the average

closing price of the shares for the five business days

immediately preceding the date of grant. The total number of

options to be issued to each participant in any twelve-month

period must not exceed 1% of the share capital of the Company

in issue.

As the Listing Rules relating to a share option scheme were

amended on 1 September 2001, share option can only be

granted under the share option scheme provided that the

existing Listing Rules on share option schemes are complied

with.

No share option under either the CASTEL Scheme or the CASIL

Scheme was held by the directors or employees of the

Company or its subsidiaries in both years ended 31 December

2003 and 31 December 2004.

25.  

17

(i)
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26. RESERVES

THE GROUP

The special reserve of the Group represents the difference

between the nominal amount of the share capital issued by the

Company and the nominal amount of the issued share capital

of the subsidiaries acquired by the Company and the aggregate

amount of HK$116,025,000 transferred from other reserves

pursuant to the group’s reorganisation on 11 August 1997.

Details of changes in reserves of the Group are set out in the

consolidated statement of changes in equity on page 29.

Share

Contributed premium Accumulated

surplus account losses Total

HK$’000 HK$’000 HK$’000 HK$’000

THE COMPANY

At 1 January 2003 117,554 435,419 (478,981) 73,992

Shares issued at premium — 8,000 — 8,000

Share issue expenses — (487) — (487)

Net loss for the year — — (48,057) (48,057)

At 31 December 2003

117,554 442,932 (527,038) 33,448

Shares issued at premium — 31,000 — 31,000

Share issue expenses — (839) — (839)

Net profit for the year — — 428 428

At 31 December 2004

117,554 473,093 (526,610) 64,037

26.

116,025,000

29
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26. RESERVES (Continued)

The contributed surplus of the Company represents the

difference between the underlying net assets of the subsidiaries

at the date they were acquired by the Company and the

nominal amount of the Company’s shares issued for the

acquisition at the time of the group reorganisation prior to the

listing of the Company’s shares on 11 August 1997.

Under the Companies Law (Revised) Chapter 22 of the Cayman

Islands, share premium of the Company is available for paying

distributions or dividends to shareholders subject to the

provisions of its Memorandum or Articles of Associations and

provided that immediately following the distribution of

dividends, the Company is able to pay its debts as they fall due

in the ordinary course of business.

The Company’s reserves available for distribution comprise the

contributed surplus, share premium account and accumulated

losses. In the opinion of the directors, the Company’s reserves

available for distribution to shareholders amounted to

HK$64,037,000 (2003: HK$33,448,000).

26.

6 4 , 0 3 7 , 0 0 0

33,448,000
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27. DEFERRED TAXATION

The followings are the major deferred tax liabilities and assets

recognised by the Group.

Accelerated Technology

tax Development licence Tax

depreciation costs right losses Total

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

THE GROUP

At 1 January 2003 1,008 257 5,428 (6,234) 459

Change in tax rate 95 24 509 (585) 43

(Credit) charge for the year (731) (133) (197) 1,987 926

At 31 December 2003 372 148 5,740 (4,832) 1,428

Charge (credit) for the year 105 (44) (396) 1,582 1,247

At 31 December 2004

477 104 5,344 (3,250) 2,675

27.
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27. DEFERRED TAXATION (Continued)

At 31 December 2004, the Group has unused tax losses of

approximately HK$81 million (2003: HK$85 million) available

for offset against future profits. A deferred tax asset has been

recognised in respect of approximately HK$19 million (2003:

HK$28 million) of such tax losses. No deferred tax asset has

been recognised in respect of the remaining tax losses of

HK$62 million (2003: HK$57 million) due to unpredictability of

future profit streams. Included in unrecognised tax losses are

losses of HK$46 million (2003: HK$44 million) that may be

carried forward indefinitely. The remaining unrecognised tax

losses will expire in the following years:

2004 2003

HK$’000 HK$’000

2004 — 2,100

2005 1,500 1,500

2006 2,000 2,000

2007 2,100 2,100

2008 5,300 5,300

2009 4,700 —

15,600 13,000

27.

81,000,000

 85,000,000

 

19,000,000  

28,000,000

62,000,000

57,000,000

 46,000,000

44,000,000

THE COMPANY

No provision for deferred taxation has been recognised in the

financial statements as the amount involved is insignificant.
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28. MAJOR NON-CASH TRANSACTIONS

On 1 January 2003, the Company disposed of 18% interest in

CASTEL Intelligent Transportation System (BVI) Limited

(“CASTEL ITS”) to the minority shareholder of CASTEL ITS (the

“CASTEL ITS Minority Shareholder”) at a consideration of

HK$5,100,000. On the same date, the Company acquired

additional 12% interest in CASTEL Videotec Holdings Limited

(“CASTEL Videotec”) from the minority shareholder of CASTEL

Videotec who is also the CASTEL ITS Minority Shareholder at a

consideration of HK$5,100,000. After the transactions, the

Company held 70% and 100% interests in CASTEL ITS and

CASTEL Videotec. The Company and the CASTEL ITS Minority

Shareholder agreed to offset the above considerations.

28.

CASTEL Intell igent Transportation

System (BVI) Limited CASTEL ITS

18% CASTEL ITS 

CASTEL ITS

5,100,000

C A S T E L  I T S C A S T E L

Videotec Holdings Limited CASTEL

Videotec CASTEL

V i d e o t e c 1 2 %

5,100,000

CASTEL ITS CASTEL Videotec

70% 100% CASTEL ITS
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29. LIQUIDATION OF SUBSIDIARIES

2004 2003

HK$’000 HK$’000

Net assets of subsidiaries liquidated comprise:

Property, plant and equipment 7,169 —

Inventories 351 —

Amounts due from associates 279 —

Bank balances and cash 268 —

Creditor and accrued charges (2,148) —

Minority interests (5,983) —

Group’s share of net liability liquidated (64) —

Release of reserves on liquidation of subsidiaries (216) —

Net loss on liquidation of subsidiaries (186) —

(466) —

Satisfied by:

Other payable (466) —

Net cash outflow arising on liquidation:

Cash consideration — —

Bank balances and cash eliminated

on liquidation (268) —

(268) —

The subsidiaries liquidated during the year contributed no

turnover to the Group, and a loss of HK$466,000 to the Group’s

net profit attributable to shareholders.

29.

466,000
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30. CONTINGENT LIABILITIES

THE GROUP THE COMPANY

2004 2003 2004 2003

HK$’000 HK$’000 HK$’000 HK$’000

Guarantees given to third

parties in respect of loans

granted to a subsidiary — — 46,800 46,800

31. OPERATING LEASE COMMITMENTS

THE GROUP

At the balance sheet date, the Group had future minimum lease

payments payable under operating leases in respect of land

and buildings as set out below:

2004 2003

HK$’000 HK$’000

Within one year 3,233 1,651

In the second to fifth year

inclusive 4,590 2,015

7,823 3,666

30.

31.

Operating lease payments represent rentals payable by the

Group for certain office premises and quarters. Leases are

generally negotiated for an average term of two years and

rentals are fixed for the lease period.
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31. OPERATING LEASE COMMITMENTS (Continued)

THE COMPANY

At balance sheet date, the Company had future minimum lease

payments payable under operating leases in respect of land

and buildings as set out below:

2004 2003

HK$’000 HK$’000

Within one year 1,007 —

In the second to fifth year

inclusive 1,426 —

2,433 —

31.

Operating lease payments represent rentals payable by the

Company for a office premise. The lease is generally negotiated

for a term of three years and rentals are fixed for the lease

period.

32. PLEDGE OF ASSETS

THE GROUP

At 31 December 2004, the Group had pledged certain land

and buildings with carrying value of HK$10,663,000 (2003:

HK$25,061,000) to secure the banking facilities. Bank deposits

amounted to HK$1,264,000 (2003: HK$5,959,000) have been

pledged to secure short term borrowings and are therefore

classified as current assets.

32.

10,663,000

 25,061,000

1,264,000

5,959,000
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33. RETIREMENT BENEFITS SCHEME

THE GROUP

The Group operates a Mandatory Provident Fund Scheme (the

“Scheme”) for all qualifying employees in Hong Kong. The

assets of the Scheme are held separately from those of the

Group in funds under the control of trustee. The Group

contributes 5% of relevant payroll costs to the Scheme, which

contribution is matched by employees.

The employees of the Company’s PRC subsidiaries are

members of the state-managed retirement benefits scheme

operated by the PRC government. The Company’s PRC

subsidiaries are required to contribute a certain percentage of

their payroll to the retirement benefits scheme to fund the

benefits. The only obligation of the Group with respect to the

retirement benefits scheme is to make the required

contributions under the scheme.

33.

 

5%
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34. RELATED PARTY TRANSACTIONS

During the year, the Group had the following significant

transactions with related parties:

2004 2003

HK$’000 HK$’000

CASIL

Rental expenses and management fees paid

a (note a) 10 23

Subsidiaries of CASIL

a Rental fee paid (note a) — 6

Associates

b Goods sold (note b) 19,701 14,720

b Goods purchased (note b) 51,038 82,043

Proceeds from disposal of property, plant and

c equipment received (note c) — 4,500

d Management fee received (note d) 400 387

Notes:

(a) The transactions were carried out in accordance with the terms of relevant

agreement.

(b) The goods sold to and purchased from related parties were determined

on a cost plus basis.

(c) The proceeds from disposal of property, plant and equipment were

determined by the directors with reference to the estimated open market

value.

(d) Management fee income was received with reference to the estimated

market price for the services rendered as determined by the directors.

(e) Amounts due from or to related companies, associates and immediate

holding company of a shareholder of the Company are set out in notes

18, 19 and 21, respectively, to the financial statements.

34.

(a)

(b)

(c)

(d)

(e)

18 19 21
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35. POST BALANCE SHEET EVENT

On 22 January 2005, CASIL and China Academy of Launch

Vehicle Technology Limited (“CALT”) entered into a sale and

purchase agreement for the purposes of effecting the group

reorganisation (the “Sale and Purchase Agreement”). Pursuant

to the Sale and Purchase Agreement, for an aggregate cash

consideration of HK$143,758,081, CASIL agreed to sell, and

CALT agreed to purchase, CASIL’s entire 100% equity interest

in and the entire shareholder’s loan due from Astrotech, which,

in turn, holds 449,244,000 ordinary shares (representing

approximately 44.17% equity interest) in the Company. Upon

completion of the Sale and Purchase Agreement which had

taken place on 15 March 2005, CASIL will no longer hold any

direct or indirect equity interest in the Company.

Details of the transaction were set out in an announcement

made by the Company on 24 January 2005.

35.

 

 

Astrotech 100%

1 4 3 , 7 5 8 , 0 8 1

Astrotech 449,244,000

44.17%  
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36. PARTICULARS OF PRINCIPAL SUBSIDIARIES AND

ASSOCIATES

Details of the principal subsidiaries and associates at 31

December 2004 are as follows:

Nominal value of Percentage of equity
issued ordinary

share capital/ held by attributable
Name of company registered capital the Company to the Group Principal activities

% %

Subsidiaries

Incorporated and operating in Hong Kong:

10,000 100 —
CASTEL Broadband Limited 10,000  Distribution of

HK$10,000 broadband business
(10,000 ordinary

 shares)

11,600,000 — 70
CASIL Intelligent Transportation 11,600,000

System Limited HK$11,600,000 Distribution of
(11,600,000 ordinary ITS business

 shares)

10,000 — 100
CASTEL Broadband (Hong Kong) 10,000 Distribution of

Limited HK$10,000 broadband business
(10,000 ordinary

 shares)

8,000,000 — 70
CASTEL Qihua Hi-Tech Investments 8,000,000 Investment holding

Limited HK$8,000,000
(8,000,000 ordinary

 shares)

30,001,000 — 100
Hung Nien Electronics Limited Distribution of

300,000 10 ) telecommunication
HK$30,001,000 products

(300,000 non-voting deferred
 shares and 10

 ordinary shares)

Magicsound Company Limited 10,000 — 100
100 Property investment

HK$10,000
(100 ordinary shares)

36.
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36. PARTICULARS OF PRINCIPAL SUBSIDIARIES AND

ASSOCIATES (Continued)

Nominal value of Percentage of equity
issued ordinary

share capital/ held by attributable
Name of company registered capital the Company to the Group Principal activities

% %

Registered and operating in the PRC:

5,000,000 — 100
CASIL Telecommunications HK$5,000,000 Manufacture and

(Shenzhen) Co., Ltd.# distribution of
telecommunication
products

1,239,000 — 55
Beijing Qihua Communications US$1,239,000

Co., Ltd.## Distribution of
ITS business

80,000,000 — 70
Beijing Castel Infotech Co., Ltd.## HK$8,000,000

Distribution of
ITS business

# 2,000,000 — 100
formerly known as Beijing Castel RMB2,000,000 Distribution of

 United Broadband Co., Ltd. broadband business

5,000,000 — 100
CASTEL Broadband (Shenzhen) Ltd.# HK$5,000,000 Distribution of

broadband business

 1,000,000 — 70
CASTEL Intelligent Transportation HK$1,000,000  

System (Shenzhen) Ltd.## Distribution of
ITS business

*# 1,000,000 — 100
HK$1,000,000 Distribution of

ITS business

*# 2,000,000 — 100
HK$2,000,000 Distribution of

ITS business

36.

* Subsidiaries set up during the year.

# Wholly foreign-owed enterprises registered in the PRC.

## Sino-foreign joint equity enterprises registered in the PRC.

*

#

##
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36. PARTICULARS OF PRINCIPAL SUBSIDIARIES AND

ASSOCIATES (Continued)

Nominal value of Percentage of equity

issued ordinary

share capital/ held by attributable

Name of company registered capital the Company to the Group Principal activities

% %

Associates

Registered and operating in the PRC:

8,400,000 — 41

Southern Telecommunication US$8,400,000 Manufacture and

Development Company Limited# distribution of

telecommunication

products

*# 5,000,000 — 30

RMB5,000,000 Distribution of ITS

business

36.

* Associates established during the year.

# Being sino-foreign joint venture established in the PRC.

Except for the companies established in the PRC, the classes

of shares held by the Group in the above companies are

ordinary shares issued by those companies.

The above table lists the subsidiaries and associates of the

Company which, in the opinion of the directors, principally

affected the results or assets or form a substantial portion of

the net assets of the Group. To give details of other subsidiaries

and associates would, in the opinion of the directors, result in

particulars of excessive length.

None of the subsidiaries had issued any debt securities at the

end of the year.

*

#



79

FIVE YEARS’ FINANCIAL SUMMARY

Annual Report 2004 CASIL Telecommunications Holdings Limited

Year ended 31 December

2000 2001 2002 2003 2004

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

Turnover 105,217 93,668 113,534 143,872 148,126

(Loss) profit from operations (57,642) (49,570) 5,733 7,518 12,181
Finance costs (6,843) (6,515) (6,139) (5,137) (5,124)
Share of results of associates 64 (1,079) — — (149)
Net loss on liquidation

of subsidiaries — — — — (186)
Allowance for amounts due

from associates (44,000) (198,000) — (2,354) —
Loss on partial disposal

of a subsidiary — — — (1) —

(Loss) profit before taxation (108,421) (255,164) (406) 26 6,722
Taxation (101) (249) (1,529) (1,079) (2,544)

(Loss) profit before minority
 interests (108,522) (255,413) (1,935) (1,053) 4,178

Minority interests 1,159 1,734 1,727 3,270 1,190

Net (loss) profit for the year (107,363) (253,679) (208) 2,217 5,368
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At 31 December

2000 2001 2002 2003 2004

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

(As restated)

ASSETS AND LIABILITIES
Total assets 508,069 256,595 269,685 317,032 357,333
Total liabilities (171,887) (125,958) (141,200) (173,938) (175,991)
Minority interests (13,499) (12,620) (10,747) (7,969) (796)

Shareholders’ funds 322,683 118,017 117,738 135,125 180,546




