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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’s former ultimate holding company is
China Aerospace International Holdings Limited
("CASIL"), a listed company incorporated in Hong
Kong. 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 price of
HK$0.30 per share. As a result, the interest in the
Company’s shares held by CASIL decreased from
51.12% to 48.98% after the issue of these shares on
30 September 2003 and CASIL lost the power to
control the Company and the Group. Accordingly,
CASIL and its subsidiaries were no longer classified
as ultimate holding company and fellow subsidiaries,
respectively, of the Company and the Group.

The Company is an investment holding company. The
principal activities of its subsidiaries are set out in
note 34.
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ADOPTION OF HONG KONG FINANCIAL
REPORTING STANDARD

In the current year, the Group has adopted, for the
first time, Hong Kong Financial Reporting Standard
("HKFRS") — Statement of Standard Accounting
Practice (“SSAP"”) 12 (Revised) “Income taxes” issued
by the Hong Kong Society of Accountants (the
“HKSA"). The terms of HKFRS is inclusive of SSAPs
and Interpretations approved by the HKSA.

The principal effect of the implementation of SSAP
12 (Revised) is in relation to deferred tax. In previous
years, partial provision was made for deferred tax
using the income statement liability method, i.e. a
liability was recognised in respect of timing differences
arising, except where those timing differences were
not expected to reverse in the foreseeable future.
SSAP 12 (Revised) requires the adoption of a balance
sheet liability method, whereby deferred tax is
recognised in respect of all temporary 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, with
limited exceptions. In the absence of any specific
transitional requirements in SSAP 12 (Revised), the
new accounting policy has been applied
retrospectively. Comparative figures have been
restated in order to a achieve a consistent
presentation.

The adoption of SSAP 12 (Revised) has resulted in
increase in accumulated losses of HK$71,000 at 1
January 2002, representing the cumulative effect of
the change in policy on results for period prior to 1
January 2002. The change has resulted in an increase
in loss of HK$969,000 for the year ended 31
December 2003 (2002: HK$388,000).
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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.

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 or associate at the date of
acquisition.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Goodwill (Continued)

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 associate, 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
an associate is included within the carrying amount
of the associate. Goodwill arising on the acquisition
of subsidiaries is presented separately in the balance
sheet.

On disposal of a subsidiary or an associate, 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 or
dividends received and receivable during the year.

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.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

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
Buildings

Over the unexpired lease term
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.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Technology licence rights

Technology licence rights are stated at cost less
accumulated amortisation and any identified
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.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

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.

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.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Taxation (Continued)

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, 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.

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.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

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.

Foreign currencies

Transactions in currencies other than Hong Kong
dollars are translated at exchange rates prevailing on
the dates of the transactions. Monetary assets and
liabilities denominated in currencies other than Hong
Kong dollars are re-translated at the rates prevailing
on the balance sheet date. Gains and losses arising
on exchange are dealt with in the income statement.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Foreign currencies (Continued)

On consolidation, the assets and liabilities of the
Group's operations outside Hong Kong 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 translation 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.

TURNOVER

Turnover represents the gross invoiced sales of goods

REZHEEMBEZRE  BRB less discounts and returns, revenue from service
BHEEZWARBESKA contracts and gross rental income as follows:

2003 2002

HK$°000 HK$'000

EmiEE Sales of goods 129,403 96,569

fR7% & H M A Revenue from service contracts 14,394 16,887

Had A Gross rental income 75 78

143,872 113,534
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5. ¥¥XRHESE 5. BUSINESS AND GEOGRAPHICAL SEGMENTS
(A) ZEHKER (A) Business segments
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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 sale of telecommunication
products

ITS

— development, manufacture, sale and
installation of global positioning system
application products

Video Conference System
— development, manufacture, sale and
installation of video conference system

Broadband Wireless Access
— development, sale and installation of
broadband system, equipment and accessories
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5. ¥ RMBESE (&) 5. BUSINESS AND GEOGRAPHICAL SEGMENTS

(Continued)

(A) XBER (&)

(A) Business segments (Continued)

(i) RZTEZE=F+=-A=+ (i) Segment information about these businesses
—B BREURFEXBZH for the year ended 31 December 2003 is
HEMZWT : presented below:
8 7 % Income statement
EREEAS BREREA
BAER L Video Broadband
Communication ~ REBZ4  Conference  Wireless Eth ik g4
Products ITS System Access Others Eliminations Consolidated
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
EXB TURNOVER
BAHE External sales 37,064 19,097 12,995 74,641 75 - 143872
EEHMEEE Inter-segment sales* = 8 = = 990 (998) =
A% Total 37,064 19,105 12,995 74,641 1,065 (998) 143,872
& RESULT
BRIZE Segment result 3,361 (8,227) (700) 13,407 346 - 8,187
REARAFER Unallocated corporate expenses (669)
BeRE Profit from operations 7,518
BB A Finance costs (5,137)
Eh-EHERAZERE  Alowances for amount due
from an associate (2,354) - - - - - (2,354)
BHLE-HKBAR Loss on partial disposal
EEZER of a subsidiary = D) . - ; i )
B AT 7 Profit before taxation 26
"B Taxation (1,079)
RO ERRERNEE Loss before minority interests (1,053)
DYRRER Minority interests 3,270
REFHM Net profit for the year 227

* RGEPIREIEE R ARITHEIEE -

* Inter-segment sales are charged at prevailing market prices.
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(A) XBER (&)

BEBERX

BE ASSETS

PEEE Segment assets

REENA 2R Interests in associates

AEAELAREE Unallocated corporate
assets

GREELE Consolidated total assets

af LIABILITIES

PEEE Segment liabilities

REARZNABE Unallocated corporate
liabilities

GREELE Consolidated total

liabilities
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5. BUSINESS AND GEOGRAPHICAL SEGMENTS

(Continued)

(A) Business segments (Continued)

Balance sheet

BARAER
Communication
Products
HK$'000

29,585
42,838

8,295

ERg

EEY

B Video
RBZH Conference
ITS  System
HK$'000  HK$'000
33,323 27,043
13,441 10,683

%
BREA
Broadband
Wireless
Access
HK$'000

156,134

39,826

Hfo ge
Others Consolidated
HK$'000  HK$'000
14,222 260,307
- 42,838
13,887

317,032

28 72,273

101,665

173,938




- =4E4E#R  Annual Report 2003

HE—FTET=F1+_H=1—HIFE Forthe year ended 31 December 2003

5. ¥RRHMESE (&) 5. BUSINESS AND GEOGRAPHICAL SEGMENTS
(Continued)
(A) EBER (42) (A) Business segments (Continued)
Hfih & # Other information
e E#
B35 EBEA
BAER ¥ Video  Broadband
Communication RBZHE  Conference Wireless £t A7 &4
Products ITS System Access Others  Corporate Consolidated

HK$'000 HK$'000 HKs$'000 HKS$'000 HK$'000 HKS$'000 HKs$'000

EEAEEM Capital additions

-0% BEREE - Property, plant and equipment 39 586 443 1,391 31 169 2,659

-RERA - Development costs - 1435 302 901 - - 2,638

-HE - Goodwill - - 4148 - - - 4,148
TEREH Depreciation and amortisation

-0% BELRE - Property, plant and equipment 243 1,234 304 1637 592 167 4177

-RERA - Development costs - 1435 587 585 - - 2,607

—RiRETIE - Technology licence right - = - 1,131 - = 1,131

-8 - Goodwill - - 207 45 - - 5
RE (BE)BfE (Reversal of) allowance for doubtful debts (1,595) (180) 62 = = = (1.713)
REGERE Allowance for obsolete inventories 46 = 406 = - - 45
EEE N7 Allowance for amount due

FERRE from an associate 2,35 = = = - - 2,354
HENS KR Gain on disposal of property

R BN plant and equipment a = - = 236 - 658

RS ¢ Write-off of development costs = 1,207 = = = = 1,207
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5, ¥R RHMEDE (£F 5. BUSINESS AND GEOGRAPHICAL SEGMENTS

(Continued)

(A) XBER (&)

(A) Business segments (Continued)

(il RZTEE-_F+-_A=+ (i) Segment information about these businesses
—B AEAREEHZD for the year ended 31 December 2002 is
HERZY|IMT presented below:
18 7 7 Income statement
EfRg %
BZE  EBEA
ENER ¥ Video  Broadband
Communication ~ REZH Conference  Wireless At i &4
Products ITS System Access Others  Eliminations ~ Consolidated
HKS$'000 HKS$'000 HKS$'000 HKS$'000 HKS$'000 HKS$'000 HKS'000
LEL TURNOVER
AL External sales 34,333 5313 29,387 44,423 78 - 113,534
FHAMREE Inter-segment sales* 288 - - - 1,017 (1,305) =
At Total 34,621 5313 29,387 44,423 1,095 (1,305) 113,534
ES RESULT
BHEE Seqment result 2,644 (10,119) 6,005 5,676 316 - 4,522
AEARLAER Unallocated corporate income 1,211
BE R Profit from operations 5,733
BBRA Finance costs (6,139)
BHRAER Loss before taxation (406)
"B Taxation (1,529)
NBOBRRERABE  Loss before minority interests (1,935)
PERRER Minority interests 1,727
TERER Net loss for the year (208)
* O FBEPIEEE R ARITMEEE - * Inter-segment sales are charged at prevailing market prices.
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5. BBRHMEDE (&)

(A) XBER (&)

BEBEX
EE ASSETS
PEEE Segment assets
NN £ Interests in associates
FEHRZAREE  Unallocated corporate assets

e
o>
s
T
e
it
2%

Consolidated total assets

gf LIABILITIES
AEAE Segment liabilities
AEARZRF Unallocated corporate
af liabilities
GEEEET Consolidated total liabilities
BEEN Capital additions
-0% BEREH - Property, plant and equipment
-RERA - Development costs
-H% - Goodwill
MEREH Depreciation and amortisation
-n% BE - Property, plant and
&L equipment
-RERA - Development costs
RERE Allowance for doubtful debts
REGFERE Allowance for obsolete inventories
HENX  BRE Gain on disposal of property,
FELE plant and equipment
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5. BUSINESS AND GEOGRAPHICAL SEGMENTS
(Continued)

(A) Business segments (Continued)

BRER
Communication
Products
HK$'000

32,662
42,838

10,598

BRER
Communication
Products
HK$000

2,530

633

5,739

Balance sheet

ERg &
B EBEA
B Video  Broadband
REZH  Conference  Wireless 2t g
TS System Access Others  Consolidated
HK$'000 HK$000 HK$'000 HK$'000 HK$'000
31,828 24,910 100,460 14,907 204,767
- - - - 42,838
22,080
269,685
9,428 7,198 3,947 20 31,191
110,009
141,200
Other information
EfR L
EHALE  BBEA
¥ Video  Broadband
REZS  Conference  Wireless =g G 58
TS System Access Others  Corporate  Consolidated
HK$'000 HK$'000 HKS$'000 HKS'000 HKS$'000 HKS$'000
333 330 2,441 4 123 3,231
572 - 2,352 - - 2,924
- - 632 - - 632
952 264 1,568 599 150 6,063
1,677 373 118 - - 2,168
- 48 - - - 50
- - - - - 633
- - 18 - - 5,757
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5. XBRHEDE (&) 5. BUSINESS AND GEOGRAPHICAL SEGMENTS
(Continued)

(B) &EH (B) Geographical segments
AEBZXBURNEBERTE The Group's operations are located in Hong Kong
ARAME ([HE]) 2 Kbt and other parts of the People’s Republic of China
e (the “PRC").

@ T%%EIJK%%%T@ 2 (i) The following table provides an analysis of
R THIS 2 DA the Group's sales by geographical market:
BEE
Turnover
2003 2002

HK$'000 HK$'000

H PRC 94,274 46,151
BB Hong Kong 13,917 41,783
EH United States of America 30,871 20,247
H At Others 4,810 5,353
143,872 113,534
i)y ATHDHEBEERTED (i) The following is an analysis of the carrying
¥ BMEARXBELERE amount of the segment assets, and additions
ZEEESNT - DIREE to property, plant and equipment and
FrER 2 3 [EmEAT DT © intangible assets, analysed by the
geographical area in which the assets are
located.
nEYE - BE
HERXEREFEE

PEEEREE Additions to property,

Carrying amount plant and equipment

of segment assets and intangible assets
2003 2002 2003 2002
HK$°000 HK$'000 HK$’000 HK$'000
B PRC 139,034 89,821 4,568 4,470
BB Hong Kong 177,788 179,654 4,877 2,317

316,822 269,475 9,445 6,787
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6. RK&HEA

R N B HRR
THEE :

E=Me (Haz7)
H i 8 8 A
H b 8 B R RE F

EE TN

KR (@) B
REFERE
BVEESE (W)

Z B B

ME BEMRBEZTE

—HEEE

~REBERE
REHREFZEEMHY

ZeEN&EHEE

MEKRFEERER
A 3% X AN 8K

REHA

REEHES WA
MR i
HEME - BE IR
Z W s
A S A

6. PROFIT FROM OPERATIONS

Profit from operations has been arrived
at after charging:

Directors’ emoluments (note 7)

Other staff costs

Other staff's retirement benefits scheme
contributions

(Reversal of) allowance for doubtful debts
Allowance for obsolete inventories
Amortisation of intangible assets (note)
Auditors’ remuneration
Depreciation of property, plant
and equipment
— owned assets
— asset held under a finance lease
Minimum lease payments paid under
operating leases in respect of land
and buildings
Research and development expenses
Write-off of development costs

and crediting:

Rental income from land and buildings,
net of negligible outgoings

Gain on disposal of property, plant
and equipment

Interest income

Biat - BEAEABE252,000t (ZFTZT = Note: Amortisation

FR)RBABERRNBERNBE
3,738,000t (Z T ZT —F : B
2,168,0007T) 2 B85 B » 5l 5l {EE 12

ERNHERE

approximately

expenses and cost of sales.

2003 2002
HK$'000 HK$°000
3,053 3,059
20,464 22,111
906 777
24,423 25,947
(1,713) 50
452 633
3,990 2,168
664 725
4,153 6,011
24 52
2,043 1,203
115 2,785
1,297 -
75 78

658 5,757

213 157

of goodwill approximately

HK$252,000 (2002: nil) and development costs
HK$3,738,000
HK$2,168,000) were included in administrative

(2002:
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7. EEREEME 7. DIRECTORS’ AND EMPLOYEES' EMOLUMENTS
(a) E=E (a) Directors

2003 2002
HK$'000 HK$'000

EEikn Directors’ fees 200 200
HEM e : Other emoluments:
e kHAME AR Salaries and other benefits 2,624 2,811
RKAE AT &5k Contributions under retirement
benefits scheme 45 48
BER BS (B Compensation for loss of office 184 =
3,053 3,059
FREABREAMNES 2 HME The emoluments paid to each of the directors
R B A5 % 1,000,000 ° during the year did not exceed HK$1,000,000.
SNBNERNITESETEAME Total amount paid to independent non-executive
% 78 ¥ 200,000t (ZZEZE = directors is directors’ fees of HK$200,000 (2002:
F : #¥200,0007T) ° HK$200,000).
FERNIEHNTTE B I UKEEH No emoluments were paid to non-executive

(2T =_F : &) director during the year (2002: nil).
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7. EEREEME (&) 7. DIRECTORS’ AND EMPLOYEES' EMOLUMENTS
(Continued)

() ENBEHMES (b) Five highest paid individuals
Afis&mHiE S EMA (= The five highest paid individuals included four
TE_F M) EE  HENE (2002: two) directors, details of whose
FHEERLEXHEE - B4 —f remuneration are set out above. The

—EBEEF =) A+ 2N remuneration of the remaining one (2002: three)
EAMBAT : individuals is analysed below:

2003 2002

HK$°000 HK$'000

Fre & E R = Salaries and other benefits 739 2,200

R OKAE FIET 8] K Contributions under retirement

benefits scheme 12 36

751 2,236

FERNHEANSZSFMES The aggregate emoluments paid to each of the

ZH A EEB BB 1,000,000 highest paid individuals during the year did not

JT ° exceed HK$1,000,000.
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8. BT 8. FINANCE COSTS
2003 2002
HK$'000 HK$'000
FEZH : Interest on:
|ATIE R Bank borrowings
—ERAFRNBHEE — wholly repayable within five years 2,656 3,406
—BEARAFANEBEHEE - not wholly repayable within five years 517 584
ARAFANTBTHEER Obligations under finance leases wholly
ZEVEEAE repayable within five years 3 7
ARAFRNEBHEE Other loan wholly repayable within
ZHMEK five years 1,961 2,142
5,137 6,139
9. HE 9. TAXATION
2003 2002
HK$’000 HK$'000
EVEARE I8 Current tax:
BEBENEH Hong Kong Profits Tax (70) (820)
BB AR 1S R PRC income tax (40) (321)
(110) (1,141)
EIEFEIB (M aE26) - Deferred taxation (note 26):
KEFE Current year (926) (388)
HEEBE(LEE Attributable to a change in tax rate (43) =
(969) (388)

(1,079) (1,529)
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9. FIE (L&) 9. TAXATION (Continued)

N6 2R R B ST R R B AT i A (S

The reconciliation of tax charge for the year to the

B) 2HEWT - profit (loss) before taxation is as follows:
2003 2002
HK$’000 HK$’000
B B A s A (B 18) Profit (loss) before taxation 26 (406)
BHEBMEHEEI17.5% Tax (charge) credit
—ET-F :16%) at Hong Kong Profits
AEZHRE(XH) #om Tax of 17.5% (2002: 16%) (5) 65
DRI B B H kR Tax effect of expenses not deductible for
ZHRZT 2R tax purpose (333) (803)
TR B BN Tax effect of income not taxable for
ZWAZ B2 tax purpose 24 21
RIECTER Z?EL%RIEQE Tax effect of deferred tax assets not
ZHBRE recognised (1,632) (2,117)
B)) i 9t Al R A8 B 7R Utilisation of tax losses previously not
2 BiIEE 1A recognised 1,103 684
e B A TS 2 B Effect of different tax rates of subsidiaries
NAIZTRAREZE operating in the PRC (193) 621
B =A = mEERY Increase in opening deferred tax liability
IEFE T IE 8 & 180 resulting from an increase in tax rate (43) =
AEFEHIA Tax for the year (1,079) (1,529)
& B ANIE f)fﬁ T 12 {51 FE R B s A Hong Kong Profits Tax is calculated at 17.5% (2002:

175%(ZFF 4% : 16%) 518 ° 16%) of the estimated assessable profit for the year.

BEPREBEEEZRIES  KEE Pursuant to relevant laws and regulations in the PRC,
RAESEEB CWBRBIATER the Group’s subsidiaries operating in the PRC are
BT HBIAR % K& E R i & 2 50 804N entitled to exemption from income tax under certain

PG5 - RS BIRA MR R B X &t

tax holidays and concessions. Income tax is calculated
"o at rates given under the respective concessions.
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10. R & 10. DIVIDENDS
BHE-_ZEE=F+-_A=+—H1 No dividend was paid or proposed paid during the
FE - N B R B S R year ended 31 December 2003, nor has any dividend
ARE - BEEBARINEREZIR been proposed since the balance sheet date (2002:
BEMKRE (ZEZ_F: &) - nil).
1. 8RER (1) 11. EARNINGS (LOSS) PER SHARE
2003 2002
HK$'000 HK$'000
REBHF CFEE) Net profit (loss) for the year 2,217 (208)
2003 2002
MERERRBF (EE) Weighted average number of shares for
ZINFEFHE R EE the purposes of basic earnings (loss)
per share 887,331,544 877,139,763
B R AR AR W FE NS EEAE No diluted earnings (loss) per share has been disclosed
BERTEIINZEBR  HITEKRE as the Company has no potential ordinary shares
BREERT (BE) - outstanding for both years.
A2 R 2 @ TR & &M E A& The adjustment to comparative basic earnings (loss)
ZAELE B BREAET (BE) 0T : per share, arising from the changes in accounting

policies shown in note 2, is as follows:

BEX
Basic
HK cent
—EEFERET Reconciliation of 2002 earnings per share:
Z A
AR 2HRET Reported figure before adjustment 0.02
ERMN ST EHERSE 125  Adjustment arising from adoption
(R{ER]) MIEH 2 B of SSAP 12 (Revised) (0.04)

F75 Restated (0.02)
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12. % - BERRE

ZFE

E
R=
KE
L&

T2=£--F
A
B

“RR=E+t-A=t-H

R
R=%

;'%E

THE GROUP
CosT

At 1 January 2003
Additions
Disposals

At 31 December 2003

DEPRECIATION

At 1 January 2003
Provided for the year
Eliminated on disposals

At 31 December 2003

NET BOOK VALUES
At 31 December 2003

At 31 December 2002

AR Annual Report 2003

12. PROPERTY, PLANT AND EQUIPMENT

WE %
2H+ 8 BHR
kEZF Plant, HEARIE BAZRE
Leasehold equipment ~ Moulds  Furniture RE

land and and and and office Motor aE
buildings machinery tools equipment  vehicles Total
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
49,700 25,941 3,862 17,927 2,144 99,574
- 180 71 2,142 266 2,659
(1,256) (15,626) (3,016) (1,003) - (20,901)
48,444 10,495 917 19,066 2,410 81,332
13,419 15,356 3,012 10,924 1,516 44,227
1,279 876 103 1,798 121 4177
(273) (12,000) (2,993) (398) - (15,664)
14,425 4,232 122 12,324 1,637 32,740
34,019 6,263 795 6,742 773 48,592
36,281 10,585 850 7,003 628 55,347
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12. PROPERTY, PLANT AND EQUIPMENT

(Continued)
R 25 BRI K
Plant, i AERE
equipment  Furniture AE
and and office Motor M
machinery equipment vehicles Total
HK$'000  HK$'000  HK$'000  HK$'000
b N THE COMPANY
%N COST
N-ZBZE=F—H—H At 1 January 2003 254 889 987 2,130
20 Additions = 169 = 169
HE Disposals - (111) = (111)
RZEER=F At 31 December 2003
+=A=+—8 254 947 987 2,188
e DEPRECIATION
NZBEE=F—H—H At 1 January 2003 140 233 987 1,360
REEE Provided for the year 32 135 = 167
o S B 8 Eliminated on disposals = (10) = (10)
R-ZET=F At 31 December 2003
+=A=+—8 172 358 987 1,517
REFE NET BOOK VALUES
R-ZET=F At 31 December 2003
+=—A=+—8 82 589 = 671
RZZET_F At 31 December 2002
+-ZA=t—8 114 656 = 770

AEENRMEREBE Y AER =
EE=F+_A=+—HzZEEF
EAEE23,000L (ZEFT=_F : &
#47,0007T) ©

The net book value of the Group’s motor vehicle
held under a finance lease at 31 December 2003 was
HK$23,000 (2002: HK$47,000).
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12. M¥E - BERR®E () 12. PROPERTY, PLANT AND EQUIPMENT

(Continued)

EXHRRAEE 2R ESBIE

The Group’s property interests shown above comprise:

2003 2002

HK$'000 HK$’000

REBERA 2 RPBELD Long term lease held in Hong Kong 13,820 14,393
R RF A 2 A Medium term leases held in

—&8 — Hong Kong - 248

— - PRC 20,199 21,640

34,019 36,281
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13. BN EE

r&EE

B2
W-ZZ=F—H—H
2 m

P B 7 AR A 4 5 32 A

fi 38

REFE

R-BB=4+-A=t-B

RZEE-_F+-_A=1+—H

BE—TE=—F+_-H=+—HILFE For the year ended 31 December 2003

13.

THE GROUP

COST

At 1 January 2003

Additions

Increase in equity interest
in a subsidiary

Written off

At 31 December 2003

AMORTISATION

At 1 January 2003
Amortised for the year
Eliminated on written off

At 31 December 2003

NET BOOK VALUES
At 31 December 2003

At 31 December 2002

BREET NIHERBERE

INTANGIBLE ASSETS

Rt RE

RBRE B
Development Technology kS “e
costs licence right Goodwill Total
HK$'000 HK$'000 HK$'000 HK$'000
12,093 35,100 632 47,825
2,638 - - 2,638
= = 4,148 4,148
(1,614) = = (1,614)
13,117 35,100 4,780 52,997
3,997 1,170 - 5,167
2,607 1,131 252 3,990
(317) - - (317)
6,287 2,301 252 8,840
6,830 32,799 4,528 44,157
8,096 33,930 632 42,658

Intangible assets are amortised on a straight-line basis

By over the following periods:

B A 3ESF Development costs 3-5 years
BT $% # 5F FI EE 154 Technology licence right 15 years
E 142204 Goodwill 14-20 years
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14. RKB R R 2 % 14. INTERESTS IN SUBSIDIARIES
VNN

The Company
2003 2002
HK$°000 HK$'000
JE_ET R R ANET) Unlisted shares, at cost 177,490 177,061
N NGIEA Amounts due from subsidiaries 104,458 115,874
R ZREEE Impairment losses recognised (207,347) (153,780)
74,601 139,155

R B R R R R EER - RE -
HREEFEER  ARABTEEER
ERBEXRAFRR T _EARREDL
BREXR - At - HSBIMERR

B RSB Th i i B X B) 2 P U B
BERBEEMEB AR Z AT &M
RREAETREET) ER - ZFNE
ARAZAREFEREEREB 2H
Yl &5 (FRm G EEMEMEE) o

ARARR_ZTE=F+_A=+—
BzXEZMNME AR FBESHNME
34 -

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.

Impairment losses were recognised based on the net
recoverable amounts of subsidiaries which were
determined by the estimated discounted net cash
flows from these subsidiaries. The net recoverable
amounts of the subsidiaries are reduced to the
respective recoverable amounts which are estimated
using market borrowing rates.

Details of principal subsidiaries of the Company at
31 December 2003 are set out in note 34.
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15. REEE RN E 2 15. INTERESTS IN ASSOCIATES
REE
The Group
2003 2002
HK$’000 HK$'000
EBhFEE Share of net assets - -
e — KBt R A 2 5K IE Amount due from an associate 82,838 82,838
82,838 82,838
BEERAEEE Impairment loss recognised (40,000) (40,000)
42,838 42,838
JEWEEE NRI R ABERTE 28 o The amount due from an associate is unsecured and
MEZECE Eu PN <8 - e non-interest bearing. In the opinion of the directors,
EBERGEEHR T ZEARNRED the Company would not demand for repayment from
EREX At - HSBEIIEER the associate within twelve months from the balance
BEE - sheet dates. Accordingly, the amount is classified as
a non-current asset.
LK%EG:ggEiJr —A=+— Details of the principal associates of the Group at 31
BzEXxE2HE QA FBH KM December 2003 are set out in note 34.
34 ¢
16. & 16. INVENTORIES
KEH
The Group
2003 2002
HK$’000 HK$°000
JR#1 #} Raw materials 36,907 3,468
& m Work-in-progress 13,103 5,782
UK & Finished goods 15,302 17,872

65,312 27,122
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16.

7& (&)

R-ZE=F+-A=+-H %
SRR AT -

NR-ZEBEE-_F+-_A=+—0" 5
HE 1,899,000 2 R M kK B #E
230,0007T 2 £ £ iy & 8 # 110,000
TC 2 B Rz A B3R FE T ER o

17. EWERR R A SR

BWERRBANRBEREKESE
FBHE54,040,00000 (—FBE — F ¢
75 #30,648,0000T) ° AEELATH
BEFEF#H308B E290HZ EHHHE
Em o  AKBERBRBEHOWNERT
EFTH—FEEH - BKEFHER
FNtZA=+—BZ2EE o
™

16.

17.

INVENTORIES (Continued)

At 31 December 2003, the inventories were carried
at cost.

At 31 December 2002, raw materials of
HK$1,899,000, work-in-progress of HK$230,000 and
finished goods of HK$110,000 were carried at net
realisable values.

DEBTORS AND PREPAYMENTS

Included in debtors and prepayments are trade debtors
of HK$54,040,000 (2002: HK$30,648,000). The
Group allows an average credit period of 30 days to
90 days to its customers for sales of goods. 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:

rEE

The Group
2003 2002
HK$°000 HK3$°000
308 Within 30 days 40,806 25,426
31£290H Between 31 - 90 days 6,863 4,294
91£180H Between 91 - 180 days 2,698 928
1812365H Between 181 — 365 days 3,673 -
54,040 30,648
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18. EW (FE(T) BE QAR 18. AMOUNTS DUE FROM (TO) RELATED
COMPANIES
ZRIEEER(EM) MASEHRES The amounts represent amounts due from (to)
RAZAEREER £ EREH subsidiaries of CASIL. The amounts are unsecured,
ERKE © non-interest bearing and have no fixed repayment
terms.

19. PR (FEAY) Bt & D B K 19. AMOUNTS DUE FROM (TO) ASSOCIATES
ZREREER  REREETEER The amounts are unsecured, non-interest bearing and
GRER © has no fixed repayment terms.

20. BRNERRRETER 20. CREDITORS AND ACCRUED CHARGES
ERNERREFERBEERNES Included in creditors and accrued charges are trade
RN B 832,042,000 ( Z T F = creditors of HK$32,042,000 (2002: HK$12,323,000).
& ¢ ##12,323,00000) © [ENE S The following is an aged analysis of trade creditors
RRREEBZRERSITWOT at the balance sheet date:

rEE
The Group
2003 2002
HK$'000 HK$'000

30H A Within 30 days 19,994 1,518

31HZ90H Between 31 - 90 days 5,429 6,959

91%& 180H Between 91 - 180 days 1,215 -

1812 365H Between 181 — 365 days 1,147 47

il —F Over 1 year 4,257 3,799

32,042 12,323

21. ERRER 21. AMOUNT DUE TO A SHAREHOLDER

%R BN A2 B BROCRMLR 2 3K
R R ASEERR 28 NREE
EERE -

It represents amount due to CASIL. The amount is
unsecured, non-interest bearing and has no fixed
repayment terms.
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22. & &

BRORHER
—~FER (B ita)
RITEBER
—~FER (K ita)
RITEBER
—EEA (M iEa)
RITEX
—EEH

RIREEE
Hi B K (H3b)

ROIEEREMERAER

MEREAE (H:223)

B SIRRB A ETAR
—FREEZTE

— B2 H0R
PIEEREER
WEHMBRMT
EDEA(E 1 % — £
—FEmE

MEEZRE
AENE

22. BORROWINGS

Long term bank loans
- secured (note a)
Short term bank loans
- secured (note a)
Short term bank loans

- unsecured (note a)
Bank overdrafts
- unsecured

Total bank borrowings
Other loan (note b)

Total bank borrowings and
other loan

Obligation under a finance
lease (note 23)

Less: Amount due within
one year included
under current liabilities

Amount due after one year

The maturity of total bank
borrowings and other
loan is as follows:

On demand or within

one year
Between one to two years
Between two to five years
Over five years

A%E ART

THE GROUP THE COMPANY
2003 2002 2003 2002
HK$'000  HK$'000  HK$'000  HKS$'000
7,926 8,342 - -
2,830 5,188 - -
25,236 24,387 12,557 12,557
14,529 14,529 8,388 8,388
50,521 52,446 20,945 20,945
50,800 46,800 - -
101,321 99,246 20,945 20,945
7 48 - -
101,328 99,294 20,945 20,945
(43,044)  (44,547)  (20,945)  (20,945)
58,284 54,747 - _
43,037 44,505 20,945 20,945
472 47,229 - -
52,406 1,479 - _
5,406 6,033 - -
101,321 99,246 20,945 20,945
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22. 1BE& (& 22.

M

(@ EFRDRBITMBEEFTE - 24
ERREHERDBA—F R+ =
FHOHEE -

(b) ZABE—BBUFR=HEBNZH
HEBEBAZEGFHE - KB AEEH
715 46,800,000 © AEKIE - A
BEBA425% (T T = F
425%) st ERAR-ZEE F+=
A-Z++tHEE EBFHEBE
4,000,0007T B & KT - £ERAR
—EERE+A=F++HEE-

TE=F+ = F=1—HILFE For the year ended 31 December 2003

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 twelve 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% (2002: 4.25%) per annum
and is repayable on 27 December 2006. The interests
accrued of HK$4,000,000 is unsecured, non-interest
bearing and repayable on 27 December 2006.

23 MEHEZEE 23. OBLIGATION UNDER A FINANCE LEASE
BEEHEZHE
REHS Present value of
Minimum minimum
lease payments lease payments
2003 2002 2003 2002
HK$’000 HK$'000 HK$’000 HK$'000
L | THE GROUP
HEMET Amount payable under
ZIEff &% a finance lease:
—5R Within one year 7 44 7 42
E_FERE In the second to fifth years
(BEEEME) inclusive - 7 - 6
7 51 7 48
B RRBEER Less: Future finance charges - 3)
MEREZHRE Present value of lease
obligation 7 48
R —FREE A Less: Amount due within
one year (7) (42)

R—H &5 8 2 RIB Amount due after one year - 6
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23. MEMEE Z&E (&) 23. OBLIGATION UNDER A FINANCE LEASE
(Continued)
HEFTHA=F - AUNEFANERAE The lease term is three years. The effective borrowing
12 o MR TIRAETHBEET - M rate was 12%. Interest rate is fixed at the contract
ENRETERABERE  THERK date. The lease is on a fixed repayment basis and no
ABESFRETZIERETHE © arrangement has been entered into for contingent

rental payments.

24. IR 24. SHARE CAPITAL
[
[
RAHE Share capital
Number of shares Nominal Value
2003 2002 2003 2002
HK$'000 HK$'000
BREBRAL L Ordinary shares of

HK$0.10 each

AT Authorised:
R—A—B&k At 1 January and
+-RA=+—H 31 December 10,000,000,000 10,000,000,000 1,000,000 1,000,000
BREITRER Issued and fully paid:
R—A—H At 1 January 877,139,763 877,139,763 87,714 87,714
RZZT=F Shares issued on
NA=+HE 30 September 2003
Z &5 (Kfita) (note a) 40,000,000 - 4,000 -

R+=-—B=+—H At 31 December 917,139,763 877,139,763 91,714 87,714
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ZRERBHEGZE  ANORIEER
& ¥ o0.30m 2 BB B ¥ 1T
40,000,000/ & AR E{E % ¥ 0.107T
2B BEREOARABIREEX
W BHE23.1% ° EERFTER®
B—MEE BRE-_TT=FNA
= tRAZREBAFASETESS
— RIS  ZERD
EXTEHERERNEZERSE

BT 8
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T=B2AARBRETE ([MB
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BlZHTES) BEBRE £2
AR D R AR 1D B K B B AR
BB R AR S ARG AR
Tz FHWMEZ80% (ARE &
BE)RBARAZKMG - AT
ZRARNRTREHETRAZ10%
AR - RENEREZZER  EB
BEBINBEITZARNELER

-

BE—TE=—F+_-H=+—HILFE For the year ended 31 December 2003

24. SHARE CAPITAL (Continued)

Notes:

(a)

(b)

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.

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. Upon
acceptance of an offer of options, an amount of HK$1
by way of consideration is payable by the employee.
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24. BRA& (%

HfaE - (&)

(b)

BRETE (F

BRER-ANEFELANBERR
ERHPEE_ZTLELANAZ
fmE R 8 (TREtE) - &
ZeAkEREM2RER (BREA
REV R REERNE AR ZHIT
EF)RLERE EEAIRTD
KA EE R ERBRER L A
Al A ER 5 B B REBE P2 F35
WE280% A& SEHE) RE
ARBZEGD - A TZRA R
PTRHEZETRAZI0%/R - RE
MERERER  EEASBXN
BT T ERKE -

BRI eRRAEEYARH
FTEH 2 EBE

RIBE R ATE S EARA (T EMR
Al SE17F - RQRINBEBTER
R EIE TERETEELAERE D
BUTEREEZRE @ (IBRHORIIR
HHBWAEREER) ZKME
RiNEERLAHTAEEEB R
Mz FEHKTE - REMR+Z@ A
HEERnTR2mEERT 2 BRE
BN SBBARARBEEITRAZ
1% e

ERBEBRESE 2 EHHRAE
R-ZZEZE—FNA—BELER
UL B A AR T AR R BB AR At 4R
H BBRANEFREREEZ
BE LR -

HE_ZTE_F+-_A=+—HEK
TEE=FE+_A=+—HIFWRA
FE ARAREMNBRARZES
% BB A BREM K2 kM
BB 2T MEREE -

24. SHARE CAPITAL (Continued)

Notes: (Continued)

(b) Share option schemes (Continued)

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. Upon acceptance
of an offer of options, an amount of HK$1 by way of
consideration is payable by the employee.

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 an 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 2002 and 31 December
2003.
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ARE

AEE 2 FRRFEHEREARAGLEET
A& A 2 A E AR B 2 B
RAIZEBEITRAZEBEEZRE U
EREAEER—ANAEFNA+
—AEAmMEREE EMmEE &6
4 585 %116,025,0007T °

AEBZFHESFHBHIINF32
BZHAaBRAEHRA -

Z'S’L\\Ej THE COMPANY
RZEE-F At 1 January 2002
—A—H

AEEBRER Net loss for the year

RZTT-F At 31 December 2002
+-A=+—"H

Phg B E TR M Shares issued at premium

RS Share issue expenses

AEREERTE Net loss for the year

R_ZT=F At 31 December 2003
+=A=+—-8

BE—

25.
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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 32.

IR % B &

AnBEsH Share 2EER
Contributed premium Accumulated BE
surplus account losses Total
HK$'000 HK$'000 HK$'000 HK$'000
117,554 435,419 (478,884) 74,089
- - (97) (97)
117,554 435,419 (478,981) 73,992
- 8,000 - 8,000
- (487) - (487)
= = (48,057) (48,057)
117,554 442,932 (527,038) 33,448
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25.

& (&)
rEE (F)

ARRBMBREARARAREEE
HMEAMBEMBARNZEERE
ER—NANAEFNA+T—BERT
ETRIREEZERTRO K@
EMEZEZR -

REMHEQRERERD E-
T-F  ARARZEDEERER
AAABERR KM@ ARIPTRRTA
DRIDBERE THER  HERR
ZAREIBBDEE  ARAMBA
EXNER XK &EE RN MK

o
A °

AARANEZFEREEMNE
% BROREEREIREEE  ES
CRE ARFAHIEFREZ
EE# A 8# 133,448,000 — FF
Zf : 75¥73,992,0007T) °

25. RESERVES (Continued)

The Group (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
approximately HK$33,448,000 (2002:
HK$73,992,000).
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26. EEHIE 26. DEFERRED TAXATION
AEEERRABZEANELEHBEAR The followings are the major deferred tax liabilities
REEWT : and assets recognised by the Group.

REE
MERBERE #F A &
Accelerated  BIEE AR Technology HBEEE
tax Development licence Tax “m
depreciation costs right losses Total

HK$000 HK$000 HK$000 HK$'000 HK$'000

r&E THE GROUP
W-_EZE-F-f—-H" At 1 January 2002,

WA 2% as previously reported - - = = =
RRABHERE] Adjustment on adoption

F125 (R EL AR of SSAP 12 (Revised) 1,493 185 5,428 (7,035) 71
W-_EZE-F—-f—-H" At 1 January 2002,

mEY| as restated 1,493 185 5,428 (7,035) 71
KEE (B%) i (Credit) charge for the year (485) 72 = 801 388

W-ZZEZ-F+-H=+—H At 31 December 2002
B

—EE=F—-f— and 1 January 2003 1,008 257 5,428 (6,234) 459
Hixg Change in tax rate 95 24 509 (585) 43
KEE (Ke) T (Credit) charge for the year (731) (133) (197) 1,987 926
RZZT=F+ZF=+—H At 31 December 2003 372 148 5,740 (4,832) 1,428

RZZEZE=F+ZA=1+—H ' & At 31 December 2003, the Group has unused tax
SEEARADAHEBEBENBE losses of approximately HK$85 million (2002: HK$92
85,000,000 c(Z B2 — 4 : B million) available for offset against future profits. A
92,000,0007C ) EF & B 128 2 7% deferred tax asset has been recognised in respect of
Al o MERZHBEBERNBE approximately HK$28 million (2002: HK$39 million)
28,000,000/ C(Z T —F : B of such tax losses. No deferred tax asset has been
39,000,000 0) R — EELEFHIEE recognised in respect of the remaining tax losses of
E o B ARBE T B 1R Z % M K HK$57 million (2002: HK$53 million) due to
TR WK A B E #2748 % 57,000,000 unpredictability of future profit streams. Included in
TT(ZZEZE —4F : & #53,000,0007T) unrecognised tax losses are losses of HK$13 million
IMBEERRECERIEBEE ° K (2002: HK$13 million) that will expire until 2008.
BRAMNBEEELERR-_ZEZNF Other losses may be carried forward indefinitely.

B HA 7 E548 78 1 13,000,00070 (= =
T — 4 : 13,000,0007T) ° E A EE
A T EE AR o
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27.

28.

B—ZRMBLAERER
mA % =7 fEih 2 &k

EXFREXRS

R-ZEBEZ=F—HF—H8  A2ad
& CASTEL Intelligent Transportation
System (BVI) Limited ([ CASTEL ITS])
Z 18%#E 25 F CASTEL ITS Z L E%
B ([CASTEL ITSA &) - REA
75 #5,100,0007T ° A A » AR A [A
B B & & CASTEL ITSO H R R 2
CASTEL Videotec Holdings Limited (
[CASTEL Videotec))z D EH R EE A
CASTEL VideotecEE N 12% Rz + X
B %5,100,0007T - £ITR H1%
KNR A DA F A CASTEL ITSK
CASTEL VideotecZ 70% & 100 % ##
28 o ARA A ECASTEL TS S A% R A
B LM RE -

HZREE

27. 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
consideration.

28. CONTINGENT LIABILITIES

Guarantees given to third
parties in respect of loans
granted to a subsidiary

r& EN
THE GROUP THE COMPANY
2003 2002 2003 2002
HK$'000 HK$000 HK$'000 HK$'000
- = 46,800 56,800
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29. OPERATING LEASE COMMITMENTS

At 31 December 2003, the Group had future
minimum lease payments payable under operating

MEFHEBHRBHAT - leases in respect of land and buildings as set out
below:
rEHE
The Group

2003 2002

HK$'000 HK$'000

—F R Within one year 1,651 1,130
F_EEZFERF In the second to

(BEEMFEREEN) fifth year inclusive 2,015 423

3,666 1,553

30.

BEREZRREALEAETE
TENERFLZMAES - AL
— AT HFE R TER - M
SHRBHMATE -

R-FEZE=F+_HA=+—H" &
DA RS T EAE -

BEEEA

R-ZTEE=F+-_A=+—H ' K
EELABR®E FE A% 25,061,000
T (ZEZE—F : B %26,166,000
TL) Z T REFERITHRE <K
o & REEBH5,959,000(ZEE
— & #%11,185,0007T) 2 R1TTE
REEREREHERCEE I
EUMmBEEAERDEE -

30.

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.

The Company had no operating lease commitments
at 31 December 2003.

PLEDGE OF ASSETS

At 31 December 2003, the Group had pledged certain
land and buildings with carrying value of
HK$25,061,000 (2002: HK$26,166,000) to secure the
banking facilities. Bank deposits amounted to
HK$5,959,000 (2002: HK$11,185,000) have been
pledged to secure short term borrowings and are
therefore classified as current assets.
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31.

iR K 48 R &t &

AEERBEMECERERET
seHlERTEE A ([ZEHE) » &
AECEEDNEAKRBEED HE
BIYAREEAES - NEEAH
FEMRAR 2 5% EH R - e B In
tEH R FHER -

ARBZTENBLRAER /T H
BT B B 2 B 5K 32 AR K48 A ET &
TZKE - ARAZHEKER A
BRI F 2 F B R R IR R A 8%
ETADHFERETASERN -
AEEBEAKRBNAE 2HE—FE
BIRBEZAAEFELAHE MR -

31. RETIREMENT BENEFITS SCHEME

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.
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32. HEEALT ZRS 32. RELATED PARTY TRANSACTIONS
RAFEAN  AEBHBPEALZH During the year, the Group had the following
AZXSWT : significant transactions with related parties:
2003 2002
HK$’000 HK$'000
LI CASIL
e & Rental expenses and management
EEE (fita) fees paid (note a) 23 23
AN VNG] Subsidiaries of CASIL
e (Kita) Rental fee paid (note a) 6 3
WEHBER (A7b) Sub-contracting charges received
(note b) - 49
/NG| Associates
e (Kfatb) Goods sold (note b) 14,720 2,463
BE (Mib) Goods purchased (note b) 82,043 22,177
BBz HEWE Proceeds from disposal of property,
B REES plant and equipment
KIA (Mfitc) received (note c) 4,500 8,271
BB 2 B Product development fee received
2 (ffita) (note a) - 7,623
BB zERE (ffitd) Management fee received (note d) 387 623
() RHDIREEBIHZE 2 IGRHET ° (@) The transactions were carried out in accordance with

the terms of relevant agreement.

(b) WE/ ZNBEEALTZHE BE (b) The goods sold and purchased and subcontracting
e A B 5 IE TY ¥R B AN BT o0 B 2EF charges received from/paid to related parties were
"o determined on a cost plus basis.
(0 HEWMHE - BERZREMERED () The proceeds from disposal of property, plant and
HEF2BRMEFAAHAMEREE ° equipment were determined by the directors with
reference to the estimated open market value.
(d) WEBzEBBRATZ2RBIRERE (d) Management fee income was received with reference
ZIEFETTMERESET - to the estimated market price for the services rendered
as determined by the directors.
(e) MEWSKFERMEE QRN - BE QA (e) Amounts due from or to related companies, associates
R AR R AR R R 5 Bl I B 7% and shareholder of the Company are set out in notes

FKHFE18 19K 21 18, 19 and 21, respectively, to the financial statements.
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33. FEBREHE

BEBHA-ZTEENF=A=ZHZ
RRERBHEHE  AQARIKETE

B #0.4170 B2 5 100,000,0000%
EREES®0I0TZID - ATiE

RERAE-—REEES -

33. POST BALANCE SHEET EVENT

Pursuant to a placing and underwriting agreement
dated 3 March 2004,
100,000,000 shares of HK$0.10 each at a placing
price of HK$0.41 per share. The proceeds are to be

the Company issued

used for general working capital purpose.

. FENBLAEARBELATER 34. PARTICULARS OF PRINCIPAL SUBSIDIARIES

R-ZBZE=F+_HA=+—Hzx
EMBAANRBERRERHMT

DAER

Name of company

WEAQF

Subsidiaries

REEEIMALREE

Incorporated and operating in Hong Kong:

mBEFARAA
CASTEL Broadband Limited

MBEEIRERAA
CASIL Intelligent Transportation
System Limited

AND ASSOCIATES

ERTREAZ
EE/ BB
Nominal value of
issued ordinary
share capital/
registered capital

% #10,0007T

(L 3@A% 10,0008%)
HK$10,000
(10,000 ordinary
shares)

##11,600,0007T

(L@ 11,600,0008)

HK$11,600,000
(11,600,000 ordinary
shares)

BREEZZED W

ANREER
Percentage of equity

attributable

to the Group

held by
the Company

%

FREEN

%

70

Details of the principal subsidiaries and associates at
31 December 2003 are as follows:

FERE

Principal activities

NEBHEER
Distribution of
broadband business

DB ERE

AHEER
Distribution of
[TS business
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M. TEMB AR R E AR ER  34. PARTICULARS OF PRINCIPAL SUBSIDIARIES

(& AND ASSOCIATES (Continued)
BRTREZ
HE/ZRRA RAERZZBEDL
Nominal value of AARAEE AEEERE
issued ordinary Percentage of equity
AEER share capital/ held by attributable TEXH
Name of company registered capital the Company to the Group Principal activities
% %
MBRS (BB)BRAR 75 %10,0007T - 100 PHRFEER
CASTEL Broadband (Hong Kong) (E A% 10,0008%) Distribution of
Limited HK$10,000 broadband business
(10,000 ordinary
shares)
MBTERNRREARAA 7 #8,000,0007T - 70 REZER
CASTEL Qihua Hi-Tech (3@ A%8,000,000%%) Investment holding
Investments Limited HK$8,000,000
(8,000,000 ordinary
shares)
BEETERAA 7 #30,001,0007T - 100 DHEMEM
Hung Nien Electronics Limited (ERERELER Distribution of
300,000 & & @ /% 105%) telecommunication
HK$30,001,000 products

(300,000 non-voting
deferred shares and 10
ordinary shares)

Magicsound Company Limited % #10,0007T - 100 MERE
(L@ M 1008%) Property investment
HK$10,000

(100 ordinary shares)
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. FEMBEATRBEE AT ESR 34. PARTICULARS OF PRINCIPAL SUBSIDIARIES

(&) AND ASSOCIATES (Continued)
BETRAZ
HE/SERRA RAERE 2B

Nominal value of

issued ordinary

AREHE share capital/
Name of company registered capital

RAZEARENESFMALREE
Registered and operating in the PRC:

RERBRNETARAA
Qinhuangdao Hungnic Electronics
Company Limited

3,538,000 T
US$3,538,000

I ERBEIE I ARDA
CASIL Telecommunications
(Shenzhen) Co., Ltd.

7 #5,000,0007T
HK$5,000,000

IRFERARAGRLA
Beijing Qihua Communications
Co., Ltd.

1,239,000 7T
US$1,239,000

ERMBREEAERAF
Beijing Castel Infotech Co., Ltd.

7 #.8,000,0007T
HK$8,000,000

MAMA (L R) BEFRR
HR2AE (formerly known as
Beijing Castel United
Broadband Co., Ltd.
tRmERaET
BEMRAERRDA)

AR #2,000,0007%
RMB2,000,000

ERARFEH
Percentage of equity
held by attributable FEEH
the Company to the Group Principal activities

FREES

% %

HERNHENER

Manufacture and
distribution of
telecommunication
products

RERNHENER

Manufacture and
distribution of
telecommunication
products

= 55 DHBHRBESR
%
Distribution of
ITS business

= 70 DHEERRBRER
%
Distribution of
ITS business

DHETER
Distribution of
broadband business
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4. FTEMBLAARBEATENR

(&

DNAER

Name of company

mBTTAERE(RI)ERARA
CASTEL Broadband (Shenzhen) Ltd.

fBEERE (R BARAR
CASTEL Intelligent Transportation
System (Shenzhen) Ltd.

Weng

Associates

RAEAREME MK I REE -
Registered and operating in the PRC:

WREREFERRA
Shandong Kangwei Electronics
Company Limited

mAREEMNEEFRAR
Southern Telecommunication
Development Company Limited

BE—TE=—F+_-H=+—HILFE For the year ended 31 December 2003

BRTREZ
EE/ ERBRA
Nominal value of
issued ordinary
share capital/
registered capital

7 %5,000,0007C
HK$5,000,000

#%1,000,0007C
HK$1,000,000

2,741,800% T

US$2,741,800

8,400,000% T
US$8,400,000

MNNCIE S

Percentage of equity
attributable
to the Group

held by
the Company

REEZZBED L

% %

- 100

AEBE

34. PARTICULARS OF PRINCIPAL SUBSIDIARIES
AND ASSOCIATES (Continued)

IREH

Principal activities

DEBHER
Distribution of
broadband business

DHEERBRGR
%
Distribution of
ITS business

RERNHENER

Manufacture and
distribution of
telecommunication
products

RERDHEENER

Manufacture and
distribution of
telecommunication
products
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34.

FEMBARARBELRAER
(&)

BRRPBEKRLZ AR - REBER
BLARRBMN ZBRRZE R
BT ZEBAK -

EFEZEARAS  LIBKRMEZ
AEBENMBRRRBERT - I
EXRSEXEAEECLTERAK
RERAEBZEEFBEZEEH
e BEERA HINEMHERA
RBERBZER  BSABHBR
T o

BEAFEFRE WBARAMEBEET
EMEREZES -

34. PARTICULARS OF PRINCIPAL SUBSIDIARIES

AND ASSOCIATES (Continued)

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 Group 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.



