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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
2003 is summarized in the following paragraphs.

RESULTS SUMMARY

For the year ended 31 December 2003, the Group’s
turnover increased by 26.7% to HK$144 million. Profit
for the year was HK$2.22 million as compared to last
year's loss of HK$208,000.

BUSINESS REVIEW AND PROSPECTS

During the year the Group has continuously implemented
the established business restructuring initiatives. Resources
were concentrated on broadband wireless communication
technology and its applications. The Group fully fostered
and supported broadband wireless communication
business, intelligent transportation system business, video
conferencing system business and communication terminal
products business, resulting in a continuous increase in
proportion of new businesses with better profits margin
in the Group’s total turnover by means of exploring new
market and applying cost control and expense-cutting.
Accordingly, the Group’s profit for the year was
significantly increased as compared to last year after the
efforts of whole year, despite the fact that various
businesses had seriously affected by SARS during the year.

The Group was, after appraisal in 2003, jumped to a large
extent to ranking 97 in the 500 enterprises with the fast
innovation and growing technology in the Asia Pacific
Region by Deloitte Touche Tohmatsu as compared to
ranking 221 in 2002.
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Broadband Wireless Communication Business

Since the PRC’s Radio Regulatory Committee exercising a
liberalization of access to the frequency band in the 5GHz
range in 2000, the Group had, with full efforts, developed
domestic communication market in PRC for the products
of CB-ACCESS wireless access system. From now, this
product has been selected as network construction
equipment by large operators and ISP, such as China
Telecom, China Netcom, China Unicom, China Mobile,
China Railcom and CETC Communications. Meanwhile,
the Group had continuously maintained this product’s
competitive edges in the region of Hong Kong, Macau
and Taiwan. Under this foundation, it has, by various
means, contributed to a good momentum in sales in the
Greater China region.

In term of product development, the Group’s CB-MUX
series products, used for voice and data comprehensive
accessing and launching this year, had received a good
comment in general in the marketplace and from end-
users. Currently, the Group is developing wireless access
system working on other frequency bands, other than in
the 5GHz range, which is expected to contribute
satisfactory economic benefits in the future.

Intelligent Transportation System Business

The Group continued to develop the intelligent
transportation system business this year, providing the
traffic infrastructure in the public with total solutions as
well as operation services.

In respect of total solutions, during the year, the Group
has completed the development of two types of products,
namely, the mobile control unit based on GPRS
communicated environment and the central managing
software based on internet transmission. Meanwhile, the
Group continued to cooperate with the China General
Administration of Customs for promoting projects like IC
card management system, electronic guardrail system and
GPS vehicle control throughout Customs in China.
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As regards intelligent transportation operation service, the
Group promoted its business under the unified brand name
HangTianQiHua, especially in the areas of Beijing,
Tangshan, Shenzhen and Hong Kong and received good
response. In Beijing, the Group entered into the mobile
control unit installation and service contracts with Capital
Taxi Co. Ltd., and Beijing Beigi Municipal Taxi Group Co.
The Group also signed a cooperation agreement with
Huatai Insurance Co. Ltd., for promotion of the Group’s
mobile control unit installation and theft preventing service
among users of insured vehicles. In addition, the Group
also carried out operation service activities in Hong Kong
and Shenzhen. Thanks to the above measures, the Group's
intelligent transportation operation service recorded
significant increase in operating revenue during the year.

Currently, the Group is positively planning to develop this
business in the region of Shanghai and the eastern part
of the PRC.

Communication Products Business

The production base in which the Group undertook its
business of communication terminal products was
satisfactorily reviewed and accredited with ISO9001: 2000
certification this year. Concurrently, the Group had been
awarded “The Designated Unit for the Credits Systems of
Foreign Enterprises in the PRC” by the Ministry of
Commerce of the PRC in the “Survey of 500 Creditable
Organizations in the PRC”. Orders for communication
terminal products and computer wireless peripheral
products undertaken by the Group this year from
international and domestic market maintained at a rational
level.

Video Conferencing System Business

The Group's video conferencing system business targets
at local public security departments across the PRC. During
the year, the Group continued to negotiate with over ten
domestic public security departments and bureaus on the
cooperation in respect of construction of video
conferencing systems.
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Human Resources and Remuneration Policy

As at 31 December 2003, the Group has 38 employees
(2002: 45 employees) in the Hong Kong head office and
231 employees (2002: 193 employees) in the China
Mainland offices. Remuneration of employees is
determined according to individual employee’s
performance and the prevailing trends in different areas
and reviewed on an annual basis. The Group also provides
provident funds 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.

FINANCIAL REVIEW
Liquidity and Financial Resources

During the year, the Group succeeded in negotiation with
an independent third party to defer the repayment of
other borrowing in the amount of US$6,000,000 from 27
December 2004 to 27 December 2006, thus improving
the Group’s liquidity position.

Total borrowings of the Group as at 31 December 2003
was HK$101,328,000 (2002: HK$99,294,000), of which
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 75% (2002: 84%).
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Pledge of assets

As at 31 December 2003, certain assets of the Group of
HK$31,020,000 (2002: HK$37,351,000) 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, 7 April 2004



