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On behalf of the Board of Directors, | hereby present
the audited CASIL
Telecommunications Holdings Limited (the “Company”)
and its subsidiaries (collectively the “Group”) for the
financial year ended 31 December 2001.

financial results of

For the financial year ended 31 December 2001, the
Group’s turnover, operating loss, loss for the year and
loss per share amounted to HK$93,668,000,
HK$49,570,000, HK$253,679,000 and HK30.4 cents
respectively. These represent decreases of 11%, 14%,
and increases of 136% and 111% respectively compared
with those of the previous year. The significant loss for
the year is due to the additional impairment loss on
amounts due from two associates to the extent of
HK$198 million made in the current year compared with
HK$44 million made in the previous year.

During the year, the Company focused its activities on
business development in broadband wireless access
(“Broadband”), intelligent transportation system (“ITS”)
and communication products. There was no major
acquisition or disposal during the year. Although the
Company is still suffering from operating loss, the
position has improved as the Broadband Division has
commenced to generate income during the year.

Turnover has decreased in the current year but sales
mix has changed and there are more sales of our
broadband equipment with better profit margin, following
the commencement of our Broadband business from
June this year. Coupled with our stringent control on
administrative overheads, the Group’s operating position
is improving. The Group has made further impairment

MANMEBEARAR —EZ-—FFK



FE© 5 [0 E Directors’ Business Review

HE— B ZREBRR—EBATNAGSE
BT ZERAZREZEREAT ST
ERE-MEBRAFELRAKRNEBER B
MLEESMRRERER

EEARE=-ZFAREFERRKRELRE
R > DA T2 B 3 PR 7R T B Bl 28 1 B SRIRDR
B AKEZHBRARNESUBE LR
AKBREIEEREHBREER -RMAEH
ERRPIEFEDERLHET ZH
ER AKREZEEXEERFHR/N

o

o O

ARRFPETRBERARTREER
AR BRI EEESHOTITNBAT
BET-AMm BN HREEESERER
MBS R R RIEZRERE R L X
FORBLE R E TS M BE L X AIFE
£t

HRERBEIINESABRASEE ZHE
1 < {5 & M FRIE 0 - KR40 & 5K L 3FAD
H-mEEMNBRTSENEFE-ERNAN
SHEZEXBGAMZHERE BEMERE
BER RAEGEASEARNNER
mEE B

loss of HK$198 million in respect of the amounts due
from two associates which have been suffering from the
deteriorating traditional telecommunication market. This
has led to the significant loss for the year, the depletion
of working capital and a reduction in shareholders’ equity
accordingly.

With all the provisions for obsolete inventories and
doubtful debts made and impairment in values of
development costs and amounts due from associates
dealt with in the past three years, the financial position
of the Group has been consolidated and has provided a
solid base for future growth and development. We expect
the operating result of the Group in the coming year will
be significantly improved when more sales are generated
from our booming businesses.

Liquidity and Financial Resources

The Company issued 100 million new shares to the
ultimate holding company and raised approximately
HK$48.9 million for additional working capital during the
year. However, the current ratio and quick ratio continued
to drop and the gearing ratio continued to surge as a
result of the operating loss and the impairment loss on
amounts due from associates.

Total borrowings increased due to additional funds
obtained to expand the Group’s new businesses. A
significant portion of borrowings is non-current and
interests on borrowings are charged at market rates.
Given the thrilling prospects of the Group’s business
and with the support of all the finance providers, we
believe that the Group is able to improve its liquidity
position.
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With the anticipated expansion in our Broadband and
ITS businesses, the Group will be able to grow more
smoothly if more funds and resources are available. We
will continue to seek for additional finance from bankers,
institutional investors and strategic partners in order to
strengthen our liquidity position.

Technology Licence and Capital Expenditure

In November 2001, the Group successfully re-negotiated
the terms of the licence on broadband wireless access
technology that was acquired by the Group in year 2000,
with the owner, for a net cost reduction of US$4.5 million
(HK$35.1 million equivalent) and more favorable terms
on the right to manufacture and sell the relevant
products.

The Group has invested HK$3.8 million in property, plant
and equipment and HK$6.3 million in development
projects during the year and this has laid down the
foundation for the future growth of our core businesses.

Broadband Wireless Access Business

The Group is committed to the continuing development
of Broadband business in the Greater China region
including Taiwan, the Hong Kong Special Administrative
Region and the Macau Special Administrative Region.
Since we launched our products after the Office of
Telecommunication Authority of Hong Kong (“OFTA”) had
announced the allocation of frequency band in the
5.8GHz range for telecommunication network operators
in May 2001, our CB-ACCESS products have been
adopted and installed by certain wireless fixed telephone
network operators and have been widely deployed in
Hong Kong. With OFTA’s decision to further liberalise
fixed network licences in 2003, we believe that more
network operators will participate in the Hong Kong
telecommunication market. There will be further demand
for broadband access and thus more business
opportunities for us in Hong Kong.
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With the permission of the Radio Regulatory Department
of the Ministry of Information Industry of the People’s
Republic of China (“RRD”), the Group has established
three trial networks in the Mainland China. These trial
networks have been performing satisfactorily and the
technology of our products is proved to be mature and
reliable. In February 2002, a team of experts on
telecommunications set up by RRD has evaluated our
trial network in Guangzhou and has highly appraised
our products. According to our information, RRD is very
positive in broadband wireless access devices and is
actively working towards the release of frequency band
for last mile broadband wireless access. Whilst the
progress has been slower than expected, we expect that
official allocation of the 5.8GHz by RRD will be
announced very soon. With all these favourable factors,
we believe that our CB-ACCESS technology will continue
to contribute to the popularity of broadband access in
the Greater China region and we are confident that CB-
ACCESS products will generate flourishing businesses
and contribute profits to the Group.

Intelligent Transportation System Business

The business in 2001 had seen the ITS Division further
consolidated for the market with development in two
major business lines, viz. the vehicles dispatching
operation stream which operates global positioning
system (“GPS”) call centres, and the ITS System
Integration stream which provides integrated solutions.

The taxi dispatching operation in Beijing had developed
substantially, both in the number of taxis subscription
and in the construction of the second operation system.
However, the number of taxis installing GPS, 1,200 by
the end of 2001,
modification of Government regulations, causing a slow

was below expectation due to
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start. However the demand to install GPS for 67,000
taxis in the capital city has been ever great, particularly
when the preparation of the Olympic 2008 is getting into
full force and which GPS Fleet Management for taxis is
part of the requirements. The development in Tangshan
is also encouraging. The GPS Control Centre, which is
equipped with the necessary transmission facilities for
the demand of a large fleet of vehicles, was formally set
up during the year and will be able to provide extra
traffic or commercial information to the customers. More
than 200 vehicles had since subscribed by the end of
2001.

The System Integration Business was streamlined. The
three research and development (“R&D”) centres in Hong
Kong, Shenzhen and Beijing had effectively been
transformed into business centres. They have R&D
capabilities, supporting the vehicle dispatching operation
on the one hand and developing products for their own
clients on the other. New contracts for special GPS
projects and the establishment of calling centres in
various cities were rewarded. Discussions on new
projects with certain potential customers in the Mainland
China and public utility companies in Hong Kong are in
good progress.

CASIL Telecommunications (Shenzhen) Company
Limited, another subsidiary with major business in
Emergency Reporting and Handling Systems and Video
Conferencing System had continued to perform with three
consecutive years of turnover and profit growing at over
100%.

Year 2001 had seen the ITS Division shaping for the
expanding GPS market in Hong Kong and the Mainland
China. Business in the coming year should substantially
increase, probably good enough to see the Group
developing into one of the major ITS/GPS suppliers both
in Hong Kong and Mainland China.
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Communication Products Business

Despite the slowing down of the world economy, which
has led to the decrease in sales from telephone products
and other original equipment manufacturing (“OEM”)
products assembly, and the fierce competition in the
cordless and corded telephone markets, the Group will
continue its OEM business and the manufacture and
sale of feature telephones as well as other
communications products, especially those for multimedia
and broadband communication.

In the period of review, the Group explored new business
opportunities and has commenced to plan potential
projects, including the special featured telephones,
cordless mouse for personal computers, wireless headset
and 3.5GHz - 5.8GHz spectrum broadband products,
with suppliers.

Fluctuation in Exchange Rates

The Group’s cash balances are maintained in Hong Kong
dollars and Renminbi whereas transactions are
conducted mainly in Hong Kong dollars, Renminbi or
United States dollars. These currencies have remained
very stable in the past years and therefore, the Group’s
exposure to fluctuation in exchange rates is minimal.

Human Resources

The central management and control office is situated
in Hong Kong. As at 31 December 2001, the Group has
49 employees (2000: 57 employees) in the Hong Kong
office and 174 employees (2000: 155 employees) in the
Mainland China offices. Employees are paid mostly on
a monthly basis. Discretionary performance related bonus
and share option schemes are available and are at the
discretion of the directors.
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The Group is targeting future business expansion in
broadband wireless access and ITS in the Greater China
region. It is expected that more resources will be
allocated to the development of these businesses.

The directors believe that with the businesses and those

new products being fully introduced, the Company will
grow and generate profit in the coming years.

By Order of the Board

Lu Xiaochun
Chairman

21 March 2002
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