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The directors submit their annual report and the audited

financial statements for the year ended 31 December 2002.

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 28 to the financial statements.

Results and Dividends

The results of the Group for the year are set out in the

consolidated income statement on page 31.

The directors do not recommend the payment of a dividend in

respect of the year ended 31 December 2002.

Reserves

Movements in the reserves of the Group and the Company
during the year are set out on page 34 of the annual report

and note 21 to the financial statements respectively.

Property, Plant and Equipment

Movements during the year in property, plant and equipment
of the Group and the Company are set out in note 11 to the

financial statements.

Share Capital

There were no changes in the Share Capital of the Company

during the year.

Purchase, Sale or Redemption of Shares

Neither the Company nor any of its subsidiaries purchased,
sold or redeemed any of the Company’s issued shares during

the year.
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BEEBERE Pre-emptive Rights

AN E N A A E RN A2 BF S There are no provisions for pre-emptive rights under the

W 2 B > AT o] 48 2 I ERE o Company’s Articles of Association or the laws in the Cayman
Islands.

ERAETE Share Option Scheme

A KL H I I RE T H) 2 FEE O W B H K Details of the Group’s share option scheme are set out in note
BFf 5220 o 4F A AE 4 B E REAR 48 5 3142t 20 to the financial statements. No options were granted or
ST R FE T H =1+ —  exercised during the year under the scheme nor outstanding
H IR HE 86 04 R AT {8 2 W TR RE o at 31 December 2002.

EEg Directors

AN KEEARSE B IE 2 F F U The directors during the year and up to the date of this report

o are:

HITEE Executive

MR (HHR) Rui Xiaowu (Chairman) (R ZFEZFILA Z N HEZAT)

(appointed on 26 September 2002)

TR (F#EH R Wang Xiaodong (Vice-Chairman
e F ) and managing director)

J b = Zhou Xiaoyun

B e Leung Che Wah

HEOIL Han Jiang

® Zhang Tao

P e & Lu Xiaochun O —FEZF LA 175 HBHE)
(Hif # F %) (Ex-Chairman) (resigned on 26 September 2002)

FHITESE Non-executive

5 E R Ma Yucheng
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Independent Non-executive

BE 7 Sit Kien Ping, Peter
SR A Zhu Shixiong
B Moh Kwen Yung

B 88 A Lau Tit Shing
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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.

Mr. Rui Xiaowu 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 himself for re-election.

Messrs. Zhou Xiaoyun, Leung Che Wah and Moh Kwen Yung
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.

Arrangements to Purchase Shares or

Debentures

Other than the share option scheme of the Company and China
Aerospace International Holdings Limited (“CASIL”), at no
time during the year was the Company, its subsidiaries, its
holding companies or its fellow subsidiaries a party to any
arrangements to enable the directors or their spouses or
children under 18 years of age to acquire benefits by means
of the acquisition of shares in, or debentures of, the Company

or any other body corporate.
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Directors’ Interests in Contracts

No contracts of significance to which the Company, its
subsidiaries, its holding companies or its fellow subsidiaries
were a 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.

Directors’ and Chief Executives’ Interests

in Shares

At 31 December 2002, none of the directors, chief executives
or their associates had any beneficial or non-beneficial interest
in the share capital of the Company or its subsidiaries or any
of its associated corporations which is required to be recorded
in the Register of Directors’ Interests pursuant to Section 29
of the Securities (Disclosure of Interests) Ordinance or as
otherwise notified to the Company and The Stock Exchange
of Hong Kong Limited pursuant to the Model Code for

Securities Transactions by Directors of Listed Companies.

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.
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FTERR Substantial Shareholders

WZERETAET A=+ —H > B At 31 December 2002, the following declarations of interest
5 (PR RE45) MR %5 TSk (—) ML by shareholders holding 10% or more of the issued share
WEzs B r R st A PR A A" 2 capital of the Company had been recorded in the Register of
BITRAE 2 T B2 W R H T Interests pursuant to Section 16(1) of the Securities (Disclosure

Ml 2T of Interests) Ordinance:

ZERGOHE
£8 Name Number of shares
wh R A R B AR A China Aerospace Science & 449,244,000 (note 1)

(rcascl) Technology Corporation (“CASC”) (Bt 7 —)
Jetcote Investments Limited Jetcote Investments Limited (“Jetcote™) 449,244,000 (note 1)
(TJetcote] ) (Bf 7t —)
CASIL CASIL 449,244,000 (note 2)
(B at =)

Astrotech Group Limited Astrotech Group Limited (“Astrotech”) 449,244,000

([ Astrotech])

Bt it - Notes:

(—) CASC K Jetcotelm] # #5144 #E 4 449,244,000 1. CASC and Jetcote are both deemed to be interested in

B A > JRIR B Jetcote S Bt J& 23 7 Sin 449,244,000 shares as Jetcote together with its subsidiaries,
King Enterprises Company Limited * Sin King Enterprises Company Limited, Burhill Company
Burhill Company Limited & HAth 2% 7 & 4k Limited and other companies, collectively hold approximately
¥ CASILA) 41.86%C. %% 17 | A< > 1 41.86% of the issued share capital of CASIL, whereas Jetcote
JetcoteHl| 2 CASCZ 4= & [ff J& 24 ) o is a wholly-owned subsidiary of CASC.

(=) AstrotechJy CASILZ 4 & Kt J& 2~ &) » 2. Astrotech is a wholly-owned subsidiary of CASIL which is
CASILIA T # #8 £% BE H AstrotechfiT 5 A deemed to be interested in all the shares held by Astrotech.
ZARFHRER o



E ¥ E #f & Z Report of the Directors

TREFRHAER

BEZZZF A=+ —HILE
B AREELREFF A4 E g EH
#164% o AEERKEFF LA L H S £
#122 % o

HEZFE_HE+ A=+ —HILE
BE o A SR T K AR A S A A 4 IR
WERE 2953% > 7 4 ] S5 A I 7l Ao A 4 [
MR EA41% -

MEFFIMN > FEF - WHEZHBA
LEEA AN R C BT BARS% U |2 i
NG 8 AT AT K R 5 B A
AT o] B 2 HE 27 o

Major Customers and Suppliers

For the year ended 31 December 2002, turnover attributable
to the five largest customers of the Group accounted for
approximately 64% of the Group’s turnover and turnover
attributable to the Group’s largest customer accounted for

approximately 22% of the Group’s turnover.

For the year ended 31 December 2002, purchases attributable
to the five largest suppliers of the Group accounted for
approximately 53% of the Group’s purchases and purchases
attributable to the Group’s largest supplier accounted for

approximately 41% 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.
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Connected Transactions

For the year ended 31 December 2002, the Group had the

following connected transactions:

1. 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 ultimate holding company. The rental and
management fee paid by the Group amounted to
HK$23,000.

2. The Group rented a car parking space in Hong Kong for
a month from a subsidiary of CASIL. The aggregate
amount of rent paid was HK$3,000.

3.  The Group received subcontracting charges from a
subsidiary of CASIL amounting to HK$49,000.

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;

(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.
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Amounts Due from Associates

At 31 December 2002, the amounts due from two associates,
amounted to HK$53,721,000 which represented 45% of the
Group’s net assets of HK$118,197,000, are analysed as

follows:

2002 2001
BE QR AR Name of associate HK$’000 HK$’000
L R B T PR A Shandong Kangwei Electronics
([l SRR ) Company Limited
(“Shandong Kangwei”) 63,401 63,543
MO (M) HE¥ Southern Telecommunication
AR A Development Company Limited
(MMl (“Southern Telecom™) 232,320 226,498
295,721 290,041
R WA A D O A Allowance for amounts due from
associates 242,000 242,000
53,721 48,041

JEWCR T BL AR < 1) DAHT AR B R A A
BAIE— g & 2 RIS > 2)
R AR B DA PR R AR AN G G 2 K
B 3) B8 o wl R AR B 2 A
o BLACIH By KA - B KT a o
ZIRBIBE S B2 BRI > % E S
25 AN A BBV R G OR R 2 BRI o DLET
AT W 58 2 B 55 242,000,0009 TG e

The amounts due include: 1) outstanding dividends receivable
of previous years which were retained in the associates as
additional working capital, 2) advances for the purpose of
providing additional working capital and 3) trade credit
facilities utilised by the associates in previous years. The
amounts are unsecured, non-interest bearing and overdue. In
light of their respective financial positions, these associates
have not been able to settle the outstanding amounts. An
allowance of HK$242 million was recognised in previous

years.
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With a view to protecting the Company’s interest and
monitoring the repayment of amount due from Southern
Telecom, the Company has actively participated in its business
strategy and operations. The Company is in continuing
negotiation with the managing joint venture partner of
Shangdong Kangwei for the settlement of the outstanding

amount.

Code of Best Practice

The Company has complied throughout the year with the Code
of Best Practice as set out in Appendix 14 of the Rules

Governing the Listing of Securities on the Stock Exchange.

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, 24 March 2003



