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FINANCIAL REVIEW

The Group’s financial position remained sound over the year.
In May 2002, the Company enlarged its capital base by way
of placing and top-up subscription of 600,000,000 shares as
set out below under the heading of Material Acquisitions and
Investments. As at 31 December 2002, the Group’s net asset
value surpassed HK$399,435,000 (2001: HK$290,500,000);
current ratio (total current assets: total current liabilities)
stayed basically unchanged at 1.45 times (2001: 1.48 times);
total bank balances and time deposits amounted to
HK$185,953,000 (2001: HK$184,635,000) whilst total
borrowings, which in line with the increased business
activities reached HK$70,511,000 (2001: HK$29,457,000),
remained at a healthy level on an overall basis. On the basis
that gearing ratio is defined as the ratio of net borrowings
(total borrowings less total bank balances and time deposits)
to shareholders’ equity, the Group was practically debt-free
as at 31 December 2001 and 2002.
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The maturity profile of the Group’s borrowings is as follows:
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Within one year or on demand
In the second year

Certain assets of the Group with an aggregate net carrying
value of HK$110,763,000 (2001: HK$82,850,000) have been
pledged to banks to secure banking facilities granted to the
Group. Far East Aluminium obtained further support from its
banks and total banking facilities granted have increased
significantly to HK$171,000,000 as at 31 December 2002
(2001: HK$91,000,000) by the addition of HK$80,000,000.
This has strengthened Far East Aluminium’s ability to issue
letters of credit and surety bonds in undertaking further new
contracts.

Since the Group’s bank borrowings in Hong Kong are
calculated on the basis of floating interest rate, the continued
decline in Hong Kong interest rate since 2001 has reduced
cost of Hong Kong dollar borrowings to the Group, and
correspondingly the interest income earned by the Group
from its Hong Kong dollar deposits. Whilst the bank
borrowings of Hangzhou Sealand are at fixed interest rate,
its steady and recurrent income from the sale of electricity
and steam power helps meet the interest cost arising from
borrowings at fixed interest rate.

The Group continues to adopt prudent treasury policy. The
Group’s deposits and borrowings are mainly denominated in
Hong Kong dollar or the local currency of the area in which
the relevant subsidiary operates. Furthermore, the Group has
during the year converted part of its pledged Hong Kong
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dollar deposits into US dollar capital guaranteed funds and
certificates of deposit totalling US$2,900,000
(HK$22,624,000) (2001: nil). Whilst capital investments being
preserved, this move affords the Group a better chance to
enjoy relatively higher investment returns on a long run, and
at the same time helps reduce the exposure the Group may
face in relation to foreign exchange fluctuations. Currently,
the Group has not engaged in any hedging activity.

MATERIAL ACQUISITIONS AND INVESTMENTS

The Group entered into the following agreements on 28 May
2002:

(a) CATIC Helicopter Development (Shenzhen) Limited
(“CATIC Helicopter”), a wholly-owned subsidiary of
the Company and a company established in Mainland
China, pursuant to an income assignment agreement
(the “Income Assignment Agreement”), agreed to
acquire from China National Aero-Technology Import
& Export Corporation (“CATIC”), the ultimate
controlling shareholder of the Company, an 80%
interest in CATIC’s net income in relation to Project
EC120 at a consideration of RMB40,000,000. Project
EC120 is a jointly controlled operation established in
October 1992 by Eurocopter S.A., ST Aero and CATIC
under which they co-operate to develop, manufacture
and globally distribute the multi-purpose EC120
helicopters. The Income Assignment Agreement was
completed on 17
October 2002 and the
consideration of
RMB40,000,000
(HK$37,735,000) has
been paid to CATIC.
Pursuant to the Income
Assignment Agreement,
CATIC warranted that the
amount actually received
by CATIC Helicopter in
accordance with the EC120 Helicopter
Income Assignment EC120E3E A #
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Agreement for each of the two years ending 31
December 2002 and 2003 will not be less than
RMB6,500,000. The net income of CATIC in relation
to Project EC120 for the year ended 31 December
2002 amounted to RMB8,242,000 and the Group'’s
share thereof at 80% is RMB6,593,500 (HK$6,280,000)
which has been received by CATIC Helicopter on 17
March 2003. The independent non-executive directors
of the Company are of the view that the profit warranty
for the year ended 31 December 2002 on the basis set
out above has been met.

CATIC General Aviation Holdings Ltd. (“CATIC GA”),
a wholly-owned subsidiary of the Company, entered
into a capital injection agreement (the “Capital
Injection Agreement”) with CATIC and China Siwei
Surveying & Mapping Technology Corporation (“China
Siwei”). Pursuant to the Capital Injection Agreement,
CATIC GA agreed to contribute HK$26,500,000 to
CATIC Siwei Co., Ltd (“CATIC Siwei”), representing
40% of the registered capital of CATIC Siwei as
enlarged. The unaudited net asset value of CATIC Siwei,
as revalued by the Company, for the purpose of
determining the amount of CATIC GA’s capital
contribution to CATIC Siwei was adjusted from
RMB42,080,000 as at 31 December 2001 to
RMB39,950,000 as at 30 September 2002. Accordingly,
when CATIC GA, CATIC and China Siwei entered into
the relevant joint venture contract and articles of
association of CATIC Siwei pursuant to the Capital
Injection Agreement, the amount of CATIC GA’s capital
contribution to CATIC Siwei was adjusted from the
original amount of HK$26,500,000 to HK$25,111,000
whilst CATIC GA’s reduced capital contribution relative
to the then enlarged unaudited net asset value of CATIC
Siwei remained unchanged at 40%. The capital
injection was completed on 17 January 2003. CATIC
Siwei has a term of 15 years from 8 January 2003 to 7
January 2018 and is principally engaged in the
provision of aerophotographic services.
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The Company entered into an equity joint venture
agreement (the “Equity Joint Venture Agreement”) with
China Siwei, CATIC Siwei and two other companies.
Pursuant to the Equity Joint Venture Agreement, they
agreed to set up an equity joint venture to be engaged
in utilizing geographical information system and global
positioning system technologies to manufacture
location-based navigation products and provide related
services. The equity joint venture named China Nav-
Info Co., Ltd. (“China Nav-Info”) was established on 3
December 2002 with a term of 10 years from 3
December 2002 to 2 December 2012. Pursuant to the
Equity Joint Venture Agreement, the Company has
contributed RMB5,900,000 (HK$5,567,000) into China
Nav-Info, representing 20% of its registered capital.

CATIC GA, pursuant to an equity joint venture
agreement entered into with CATIC, agreed to establish
an equity joint venture to be engaged in aircraft leasing
and related services, and to contribute, in accordance
with its 49% interest in the registered capital of the
equity joint venture, HK$24,500,000 into the equity
joint venture. The Company is of the view that currently
the prospect of aircraft leasing market in the Mainland
is not as promising as previously expected. Therefore,
CATIC GA and CATIC entered into an agreement on
27 January 2003 to terminate the relevant equity joint
venture agreement so as to reduce the investment risk
and their respective obligations and liabilities have
thereupon ceased.

Tacko International Limited, the controlling shareholder of
the Company, pursuant to the Placing Agreement and the

Subscription Agreement both dated 28 May 2002, placed,
and subsequently subscribed for, 600,000,000 shares in the
Company at the same placing price and subscription price of
HK$0.16 per share. A net proceeds of HK$93,228,000 was
raised for the Company for the purpose of providing the

necessary funding for the completion of all of the four

transactions mentioned above. As at 31 December 2002,

HK$39,759,000 (including related professional fees) and
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HK$5,567,000 have been utilized to finance the acquisition
of 80% interest in the net income in relation to Project EC120
set out in (a) above and the capital contribution into China
Nav-Info set out in (c) above, respectively. Subsequent to 31
December 2002, HK$25,111,000 has also been utilized to
fund the capital injection into CATIC Siwei set out in (b)
above. Since the agreement to set up the equity joint venture
set out in (d) above was terminated, the balance of
HK$22,791,000 has been used to provide working capital
for the Group.

Details regarding the four transactions as well as the placing
and subscription mentioned above are set out in the
announcements of the Company dated 30 May, 26 August,
29 November 2002 and 30 January 2003 and the circular
dated 20 June 2002 issued by the Company.

EMPLOYEES AND REMUNERATION POLICY

As at 31 December 2002, the Group had 910 employees
(2001: 670). The increase in the workforce was to meet the
business needs. The Group will regularly review the
remuneration and benefits for the staff in view of the changes
in market conditions and the performance of the employees.
In addition to basic salary, employees also enjoy other benefits
including employee retirement scheme, training programmes,
medical and life insurances and discretionary incentive bonus
scheme. The Company also has share option scheme to enable

its employees to share the success of the Group.
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