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For the year ended 31 December 2001

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 ultimate holding
company is China Aerospace International Holdings
Limited, a listed company incorporated in Hong
Kong.

The Company is an investment holding company.
The principal activities of its subsidiaries are set
out in note 34 to the financial statements.

ADOPTION OF NEW OR REVISED STATEMENTS
OF STANDARD ACCOUNTING PRACTICE

In the current year, the Group adopted for the first
time a number of new and revised Statements of
Standard Accounting Practice (“SSAP(s)”) issued by
the Hong Kong Society of Accountants. Adoption of
these SSAPs has led to a number of changes in
the Group’s accounting policies. The revised
accounting policies are set out in note 3. In addition,
the new and revised SSAPs have introduced
additional and revised disclosure requirements which
have been adopted in these financial statements.

The adoption of these new and revised SSAPs has
resulted in the following changes to the Group’s
accounting policies that have affected the amounts
reported for the current or prior periods.

Segment reporting

In the current year, the Group has followed the basis
of identification of reportable segments to that
required by SSAP 26 “Segment reporting”. Segment
disclosures for the year ended 31 December 2000
have been amended so that they are presented on
a consistent basis.
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ADOPTION OF NEW OR REVISED
STATEMENTS OF STANDARD ACCOUNTING
PRACTICE (Continued)

Goodwill

In the current year, the Group has adopted SSAP
30 “Business Combinations” and has elected not to
restate goodwill previously eliminated against
reserves. Accordingly, goodwill arising on
acquisitions prior to 1 January 2001 is held in
reserves and will be charged to the income
statement at the time of disposal of the relevant
subsidiary and associate, or at such time as goodwill
is determined to be impaired. Negative goodwill
arising on acquisitions prior to 1 January 2001 will
be credited to income at the time of disposal of the
relevant subsidiary and associate.

Goodwill arising on acquisitions after 1 January 2001
is capitalised and amortised over its estimated useful
life ranging between five and twenty years. Negative
goodwill arising on acquisitions after 1 January 2001
is presented as a deduction from assets and will be
released to income based on an analysis of the
circumstances from which the balance resulted.

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.
The results of subsidiaries and associates acquired
or disposed of during the year are included in the
consolidated income statement from or up to their
effective date of acquisition and disposal,
respectively.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Basis of consolidation (Continued)

All significant intercompany transactions and
balances within the Group are eliminated on
consolidation.

Goodwill

Goodwill arising on acquisitions after 1 January 2001
is capitalised and amortised on a straight line basis
over its useful economic life. 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.

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 and associate,
or at such time as the goodwill is determined to be
impaired.

On disposal of a subsidiary and an associate, the
attributable amount of goodwill previously eliminated
against or credited to reserves is included in the
determination of the profit or loss on disposal.

Negative goodwill

Negative goodwill arising on acquisitions after 1
January 2001 is presented as deduction from assets
and will be released to income based on an analysis
of the circumstances from which the balance
resulted.

Negative goodwill arising on acquisitions prior to 1
January 2001 continues to be held in reserves and
will be credited to income at the time of disposal of
the relevant subsidiary and associate.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Negative goodwill (Continued)

To the extent that the negative goodwill is
attributable to losses or expenses anticipated at the
date of acquisition, it is released to income in the
period in which those losses or expenses arise. The
remaining negative goodwill is recognised as income
on a straight line basis over the remaining average
useful life of the identifiable acquired depreciable
assets. To the extent that such negative goodwill
exceeds the aggregate fair value of the acquired
identifiable non-monetary assets, it is recognised in
income immediately.

Negative goodwill arising on the acquisition of an
associate or a jointly controlled entity is deducted
from the carrying value of that associate or jointly
controlled entity. Negative goodwill arising on the
acquisition of subsidiaries is presented separately
in the balance sheet as a deduction from assets.

Investments in subsidiaries

Investments in subsidiaries are included in the
Company'’s balance sheet at cost less any identified
impairment loss.

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.

The results of associates are accounted for by the
Company on the basis of dividends received and
receivable during the year. In the Company’s
balance sheet, investments in associates are stated
at cost, as reduced by any identified impairment
loss.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Property, plant and equipment

Property, plant and equipment are stated at cost
less depreciation and accumulated impairment loss.

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.

Depreciation is provided to write off the cost of
property, plant and equipment over their estimated
useful lives and after taking into account their
estimated residual values, using the straight line
method, at the following rates per annum:

Leasehold land Over the unexpired lease term
Buildings 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%

Assets held under finance leases are depreciated
over their expected useful lives on the same basis
as owned assets or, where shorter, the term of the
relevant lease.

Research and development

Research costs are charged to the income statement
in the year in which it is incurred.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Research and development (Continued)

Development costs are recognised as an asset only
when the product or process is clearly defined and
technically feasible, attributable costs are separately
identifiable, there is reasonable certainty that
resources are available to complete the product or
process and that there is an existing market for
them. Development costs recognised as an asset
are amortised over the useful economic lives of the
product or process from the date of commencement
of commercial operation (subject to a maximum of
ten years). Once the product or process do not meet
any of the criteria as described above, the
attributable cost previously recognised as assets
would be written off to the income statement.

Development costs which do not meet these criteria
are charged to the income statement as incurred.

The carrying value of development costs is
periodically reviewed by the Group and impairment
losses are recognised when the recoverable amount
is determined to be lower than the carrying amount.

Technology licence right

Technology licence right is stated at cost less
amortisation. Amortisation is provided to write off
the cost of technology licence right over the licence
period on a straight line basis.

Impairment

At each balance sheet date, the Group reviews the
carrying amounts of its tangible 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. Impairment
losses are recognised as expenses immediately.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Impairment (Continued)

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.

Inventories

Inventories are stated at the lower of cost and net
realisable value.

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 leasing commitments is shown as
obligations of the Group. Finance cost, which
represents the difference between the total leasing
commitments and the fair value of the assets
acquired, is charged to the income statement over
the period of the relevant leases so as to produce a
constant periodic rate of charge on the remaining
balances 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 lease
terms.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Revenue recognition

Sales are recognised when goods are delivered and
title has passed.

Interest income is accrued on a time basis, by
reference to the principal outstanding and at the
interest rate applicable.

Service income is recognised as services are
rendered.

Foreign currencies

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

On consolidation, the financial statements of
subsidiaries and associates which are denominated
in currencies other than Hong Kong dollar are
translated into Hong Kong dollars at the rates ruling
on the balance sheet date. All exchange differences
arising on consolidation are dealt with in reserves.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Taxation

The charge for taxation is based on the results for
the year after adjusting for items which are non-
assessable or disallowed. Certain items of income
and expense are recognised for tax purposes in a
different accounting period from that in which they
are recognised in the financial statements. The tax
effect of the resulting timing differences, computed
using the liability method, is recognised as deferred
taxation in the financial statements to the extent
that it is probable that a liability or an asset will
crystallise in the foreseeable future.

Borrowing costs

Borrowing costs directly attributable to the
acquisition, construction or production of qualifying
assets, which are assets that necessarily take a
substantial period of time to get ready for their
intended use or sale, are capitalised as part of the
cost of those assets. Capitalisation of such
borrowing costs ceases when the assets are
substantially ready for their intended use or sale.
Investment income earned on the temporary
investment of specific borrowings pending their
expenditure on qualifying assets is deducted from
the borrowing costs capitalised.

All other borrowing costs are expensed in the period
in which they are incurred.
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TURNOVER

Turnover represents the gross invoiced sales of
goods less discounts and returns, revenue from

HEEZBARBSUIA: service contracts and gross rental income as follows:
—EE— —EEZE
2001 2000
EBEFT B F T
HK$°’000 HK$’000
EmiEE Sales of goods 93,600 103,660
R & £ WA Revenue from service contracts = 1,290
HEa WA Gross rental income 68 267
93,668 105,217
5. XBRHEEDIR 5. BUSINESS AND GEOGRAPHICAL SEGMENTS
(A) EHEER (A) Business segments
REEME KEIE Al & For management purposes, the Group is
=g ZE/DJU B BEE currently organised into three operating
M BERBRERAMNELE divisions: Communication Products, Intelligent
BEABFEIREAER Transportation Systems (“ITS”) and Broadband
EREERDBEEN A Wireless Access. These divisions are the basis
4o on which the Group reports its primary segment
information.
FEEBRAT: Principal activities are as follows:
BEE M Communication Products

—RERHEENE R

— A% 2E HERLE
EPHEBETMNERERE R

RHEREA
—HER® ARG REREMS
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— manufacture and selling of
telecommunications products

ITS

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

Broadband Wireless Access
— marketing of broadband system,
equipment and accessories
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B ¥ (&) 5.

(A) EBER (HF)

BUSINESS AND GEOGRAPHICAL SEGMENTS
(Continued)

(A) Business segments (Continued)

(i) RZBEZET—F+=ZA=+ (i) Segment information about these
— B BRLEEB O businesses for the year ended 31
BERZ25T December 2001 is presented below:
Bk Income statement
E%
BEEA
BARER £# Broadband
Communication REZRL  Wireless Hith 8 &E
Products ITS Access Others Eliminations Consolidated
BEFT  A%Fr BT BETrT  BETr AT
HK$'000 HK$'000 HK$'000 HK$000 HK$000 HK$'000
EXE TURNOVER
NEBRE External sales 55,748 21,123 16,729 68 - 93,668
£BEMIMEE  Inter-segment sales® - - - 992 (992) -
At Total 55,748 21,123 16,729 1,060 (992) 93,668
Y OEBHMASEERUBRIMEEE- * Inter-segment sales are charged at prevailing market prices.
£ RESULT
BRI%E Segment result (37,523) (7,308) (4,679) 338 - (49,172)
AEDELFER  Unallocated corporate
expenses (398)
ABEA Finance costs (6,515)
BlE—F e Share of result of
NGES an associate (1,079) - - - - (1,079)
=N Impairment loss on
HEZRMEER  amounts due from
associates (198,000) - - - - (198,000)
BRAIE R Loss before taxation (255,164)
BB Taxation charge (249)
Mk DR R Loss before minority
ERAER interests (255,413)
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5. ¥XRMEDE (&) 5.

(A) EBER (#F)

R-_FF—F+=ZA=1T—H

(Continued)

(A) Business segments (Continued)

Balance sheet at 31 December 2001

BUSINESS AND GEOGRAPHICAL SEGMENTS

ZCEEBERX
B
BHAER BEEA
Com- & #¢ Broadband #e
munication RBEZR# Wireless Hith Con-
Products ITS Access Others solidated
BETTT BE¥FT  BEFT  BEFTT  BETn
HK$000 HK$'000 HK$000 HK$000 HK$000
BE ASSETS
DREE Segment assets 49,665 40,618 87,187 20,804 198,274
REE& A A 23 Interests in associates 42,838 = = = 42,838
FEHB 227 Unallocated corporate
BE assets 15,483
e BERE Consolidated total assets 256,595
=R LIABILITIES
SEEE Segment liabilities 73,731 11,022 15,107 8,425 108,285
REHB 2727 Unallocated corporate
afE liabilities 17,673
e BERSE Consolidated total
liabilities 125,958
H i EH Other information
BE%
BHER |BEA
Com- & k¢ Broadband =e
munication REZR# Wireless Hth Con-
Products ITS Access Others solidated
BETTT E¥FT  A¥Tr  BETT  BETx
HK$'000 HK$000 HK$000 HK$000 HK$000
e R Depreciation and
amortisation 6,040 1,785 881 931 9,637
FA B A A L (B Impairment in value of
development costs 14,830 74 - - 14,904
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5, ¥R EDE (&) 5. BUSINESS AND GEOGRAPHICAL SEGMENTS
(Continued)
(A) ¥ER (&) (A) Business segments (Continued)
(i) RZZEZTZEF+=-A=+ (i) Segment information about these
— B BRLEEB O businesses for the year ended 31
SR 25T December 2000 is presented below:
K Income statement
EE
BREA
BRER Z# Broadband
Communication REAZHK  Wireless 2t i =R4e
Products ITS Access Others Eliminations Consolidated
EEFT  BEFT  A¢Fr  EETT BETT AT
HK$000 HK$000 HK$000 HK$’000 HK$’000 HK$000
EEL TURNOVER
IhEpaEE External sales 82,637 22,313 - 267 = 105,217
#BHMEEES  Inter-segment sales* = = = 946 (946) =
A Total 82,637 22,313 - 1,213 (946) 105,217

Y OEBHPIEEERURTTEEE- * Inter-segment sales are charged at prevailing market prices.
£ | RESULT
HRI%E Segment result (40,467) (17,322) - 462 = (57,327)
FESEARER  Unallocated corporate
expenses (315)
HBEA Finance costs (6,843)
el — & Share of result of an
NGIES associate 64 = = - - 64
R —FBA DR Impairment loss on
FIEZRERSE  amount due from an
associate (44,000) - - - - (44,000)
B EE Loss before taxation (108,421)
REX Taxation charge (101)
M D ERRR Loss before minority
BRAER interests (108,522)
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5. XBRHEEDE (H)

(A) EBER (&)

R-_FFFFF+-_A=+—H

BUSINESS AND GEOGRAPHICAL SEGMENTS
(Continued)

(A) Business segments (Continued)

Balance sheet at 31 December 2000

ZCEEBERX
B
BHRER |BEA
Com- & #¢ Broadband =re
munication REZA#A Wireless Hith Con-
Products ITS Access Others solidated
E¥TT  A¥TT AT ABETT BETx
HK$000 HK$000 HK$000 HK$000 HK$000
BE ASSETS
DIEEE Segment assets 254,421 28,258 104,474 17,365 404,518
REEZ A Al 23 Interests in associates 83,917 = = = 83,917
REHB 2727 Unallocated corporate
BE assets 19,634
REBERE Consolidated total assets 508,069
=R LIABILITIES
DEEE Segment liabilities 78,202 6,783 52,904 8,605 146,494
A& DB 2278  Unallocated corporate
BE liabilities 25,393
mERAGERE Consolidated total
liabilities 171,887
Ha &EH Other information
BE%
BAER BHEA
Com- & & Broadband =e
munication REZA# Wireless Hith Con-
Products ITS Access Others solidated
BEFT  BEFT  EEFT EETT BETn
HK$'000 HK$000 HK$000 HK$000 HK$000
I E B Depreciation and
amortisation 6,523 1,365 2,965 904 11,757
f B R AN R (B Impairment in value of
development costs - 6,149 - - 6,149
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BE—TLT—F+-_H=+—HIFE
For the year ended 31 December 2001

5. ¥R REDE (&) 5.

(B) ESHHE

AEBZRBURETERPE
ARZEME (BREFE SN ([
Bl A )

() TREIAKEHERER
Wl T I5Z DA

BUSINESS AND GEOGRAPHICAL SEGMENTS
(Continued)

(B) Geographical segments
The Group’s operations are located in Hong
Kong and the People’s Republic of China other

than Hong Kong (the “Mainland China”).

(i) The following table provides an analysis
of the Group’s sales by geographical

market:
=i —z2P
2001 2000
X =1 1§ =E - =1
Turnover Contribution Turnover Contribution

YT B¥TRT  BEETT @ BETT
HK$°000 HK$°000 HK$'000 HK$'000

X8/ mex United States/Canada 38,576 (34,426) 72,663 (9,483)
H B A Mainland China 36,202 (11,221) 14,961 (20,039)
BE Hong Kong 18,465 (2,949) 12,786 (26,786)
E Europe - - 4,121 696
H Others 425 (576) 686 (1,715)
93,668 (49,172) 105,217 (57,327)

REH A A Unallocated corporate
EH expenses (398) (315)
REEBER Loss from operations (49,570) (57,642)
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BE—TLT—F+-_H=+—HIFE
For the year ended 31 December 2001

5. ¥XRMESE (&) 5.

(B) HESE (&)

(i) WAToBRBERAEME.

BUSINESS AND GEOGRAPHICAL SEGMENTS
(Continued)

(B) Geographical segments (Continued)

(ii) The following is an analysis of the carrying

WE R REES T amount of the segment assets and
TIRBEF R 2 MR E1T additions to property, plant and equipment,
DT analysed by the geographical area in which
the assets are located.
REYE WER
REREREE
PEEEREE Additions to property,
Carrying amount plant and equipment
of segment assets and intangible assets
—E2E- —EEE —EE- —ETEE
2001 2000 2001 2000
BT T BETFT BT T BETFT
HK$’000 HK$’000 HK$’000 HK$°000
R A b Mainland China 90,006 85,410 2,050 15,161
BB Hong Kong 166,589 422,659 23,601 87,638
256,595 508,069 25,651 102,799
6. HUA 6. OTHER REVENUE

—EE- 2T
2001 2000
BT T BT T
HK$’000 HK$°000

F 15 %1 & Interest earned on
RIT1F Bank deposits 512 1,977
H A, Others 23 709
HOE W E Exchange gain 238 15
FMIBBUHA Sundry income 970 2,993
1,743 5,694
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BE—TLT—F+-_H=+—HIFE
For the year ended 31 December 2001

EEFE 7. LOSS FROM OPERATIONS
—E2E- —ZTEE
2001 2000
BT T BT T
HK$°000 HK$°000
EEBBED R Loss from operations has been arrived at after charging:
THIEE :
& B R AR Staff costs
ke Directors’ emoluments 2,374 2,023
HinE BN A BIE Other staff costs, including
RRAE T retirement benefits scheme
sT &I contributions 21,542 19,190
& B AR Total staff costs 23,916 21,213
E B E Amortisation of intangible assets 4,104 5,301
ZE A & Auditors’ remuneration 668 888
e Depreciation

BEEE Owned assets 5,522 4,940

HEEE Leased assets 11 1,516
LEME BER Loss on disposal of property,

HEZEBE plant and equipment = 13
AR Provision for doubtful debts 1,172 608
PREFTERE Provision for obsolete inventories — 9,355
KERH 2 ENZIEBESL  Minimum lease payments paid

under operating leases in respect of

o NS — Office premises 946 559

— W e B — Machinery and equipment = 3,694
MEERREER Research and development expenses 89 40
REt A and crediting:

LEBRHE WA Gross rental income under
operating lease 68 267
32 Less: Outgoings (20) (103)
48 164

HEME BE KR E
2 W

Gain on disposal of property,
plant and equipment

MANEBEARARA —FF-—FFH
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BE—TLT—F+-_H=+—HIFE
For the year ended 31 December 2001

8. EEKEEM=

DIRECTORS’ AND EMPLOYEES’ EMOLUMENTS

(a) EE (a) Directors
— 22— —EET
2001 2000
BT T BT T
HK$’000 HK$’000
EEHe Directors’ fees 180 150
HE M Other emoluments:
FehHEMBERN Salaries and other benefits 2,154 1,870
R FIET 8 3 Contributions under retirement
benefits scheme 40 3
2,374 2,023

FEAMBENETZHMAE
¥E A #8 % ¥ 1,000,0007T °

TNBIIERATEZRLE LN
4 5 #180,0007T (—EZEZTF:
7 #150,0007T ) °

(b) EUBESHEHMES

TfismHMESBEMAL (=
ZETFE WA EF EeF
BEREXHBE-Ep=( (=
TTTF =) AT ZBEH
M :

(b)

The emoluments paid to each of the directors
during the year did not exceed HK$1,000,000.

Total amount paid to independent non-
executive directors is directors’ fees of
HK$180,000 (2000: HK$150,000).

Five highest paid individuals

The five highest paid individuals included two
(2000: two) directors, details of whose
remuneration are set out above. The
remuneration of the remaining three (2000:
three) individuals is analysed below:

—EE— —EEE
2001 2000
B8 T T BT
HK$’000 HK$’000
e EANRHEAM Salaries, allowances and
YW= benefits in kind 1,984 1,987
R OKFE F 5T B 51 Contributions under retirement
benefits scheme 36 3
2,020 1,990
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Bt #% R %5 Kf 5% Notes to the Financial Statements

E=x

—EFE—Ff - A=+—HIFE

For the year ended 31 December 2001

EEREEME (8) 8. DIRECTORS’ AND EMPLOYEES’ EMOLUMENTS
(Continued)
(b) ENEBRESHFEMES (&) (b) Five highest paid individuals (Continued)
FEAREANZaHTNEES 2 & The aggregate emoluments paid to each of the
P 42 %8 8 38 % %5 1,000,0007T ° highest paid individuals during the year did not
exceed HK$1,000,000.
Bt % A 9. FINANCE COSTS
=3 —ZEZZT
2001 2000
EBETFT BT T
HK$°000 HK$°000
ME X H Interest on
BERAFANBHEE Bank loans and overdrafts wholly
ZIRTERREY repayable within five years 3,498 4,627
AR E S Convertible debentures — 207
HARAFATBHERE Obligations under finance leases
2w E M E AR wholly repayable within five years 13 99
ARAEFATBHE Other loan wholly repayable
B2 HMER within five years 3,004 1,910
6,515 6,843
ERBEQATIREZRESE 10. IMPAIRMENT LOSS ON AMOUNTS DUE FROM

B R E M B & R R SRR 2 BUE B 18
BAE-—RBATNBELT(ZZEZTF
FREBEONTHBEET) THESES
BRBE S DR & 2 W BUIROR R R
eyl 2B

ASSOCIATES

The impairment loss of HK$198 million (2000:
HK$44 million) in respect of the amounts due from
associates was estimated by the directors based
on the expected recoverable amounts by reference
to the latest financial position and the results of
operation of the associates.
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BE—TLT—F+-_H=+—HIFE
For the year ended 31 December 2001

11. BlE X H 11. TAXATION CHARGE
—E2— —_TEET
2001 2000
BT T BT T
HK$°000 HK$’000

THBE: The charge comprises:

BAENGFH Hong Kong Profits Tax 125 =
HAth RERE R AR IR Taxation in other jurisdictions 124 7
249 7

DihEEE N A EMF)A%E  Share of income tax of an associate
REAZMEHIE arising in other jurisdictions = 94
249 101

BB S B I0HR b 5 B R BOR 7
16% (—ZEZTZTF:16%) 5t &

Hib e A EMBETBAMAE

i

RIEFH B AME AR RG] KK
MEBARIAZRE THEMER
TR MR R BRI - PIS T =

NBBRRB KR

Hong Kong Profits Tax is calculated at 16% (2000:
16%) of the estimated assessable profit for the year.

Taxation in other jurisdictions represents income tax
in the Mainland China.

Pursuant to relevant laws and regulations in the
Mainland China, the Group’s subsidiaries are
entitled to exemption from income tax under certain

tax holidays and concessions. Income tax is

calculated at rates given under the respective

concessions.
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12.

13.

BEX W (F)

RERZRABBELENIEA (KR) X

Bt #% R %5 Kf 5% Notes to the Financial Statements

BE—TLT—F+-_H=+—HIFE
For the year ended 31 December 2001

11. TAXATION CHARGE (Continued)

The amount of unprovided deferred taxation (credit)

SRR charge for the year is as follows:
—E2E- —ZEZEZ
2001 2000
BT T EBETFT
HK$°000 HK$°000
MR E RFEE Accelerated depreciation allowances 249 432
RHEH 2 RIS E1E Unrelieved tax losses (12,760) (3,870)
H R = Other timing differences (3,123) (652)
(15,634) (4,090)

AEBRRERELERREEZF

BRI E29 -

TEER

7N 4F 518 76 5 253,679,0000T (=
T F i85 107,363,0000T )
H P 51878 % 156,210,000 (==
T 51875 %184,900,0005T) &
BIARR B EHRE Ao

BRER

BREREBEBEDRBEFEANEEES
#253,679,0007T (=&
75 #107,363,0007T ) NI hn#E 5
KB B 1T %7 834,674,0100% (=&
T L :745,397,3740%) st & -

Group are set out in note 29.

12. LOSS FOR THE YEAR

13. LOSS PER SHARE

Details of unrecognised deferred tax assets of the

Of the loss for the year of HK$253,679,000 (2000:
loss of HK$107,363,000), a loss of HK$156,210,000
(2000: loss of HK$184,900,000) has been dealt with
in the financial statements of the Company.

The calculation of the basic loss per share is based

F:BE on the loss for the year of HK$253,679,000 (2000:

loss of HK$107,363,000) and weighted average
number of 834,674,010 shares (2000: 745,397,374
shares) outstanding during the year.
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BE—TLT—F+-_H=+—HIFE
For the year ended 31 December 2001

14, PE-BERRE

14. PROPERTY, PLANT AND EQUIPMENT

BETf
Gk
EARE  ERTE 21w
201 BNLH ¢ £
¢ £ REF Medium term BE
Long term Medium term  leasehold  REREE 3954
leasehold  leasehold  land and Plant, BER BAERE
land and land and  buildings in  equipment I8 Furniture "E
buildings in  buildings in the Mainland and Moulds  and office Motor By
Hong Kong  Hong Kong China  machinery  and tools  equipment vehicles Total
BETr  BEFr  A¥Tn  B¥Tn EETr BETn BETr BETx
HK$°000 HK$'000 HK$'000 HK$°000 HK$'000 HK$'000 HK$°000 HK$'000
LS 3 THE GROUP
A CosT
RZBE-F
-R-AH At 1 January 2001 22,329 424 26,112 32,975 6,970 12,959 3,400 105,169
EBRE Currency realignment - - 7 106 = 20 10 913
Em Additions - - 58 - 443 3,196 9% 3,791
e Disposals - - - - (3,988) (341) (572) (4,901)
RZBE-F
TZA=+—H At31 December 2001 22,329 424 26,947 33,081 3,425 15,834 2,932 104,972
ik DEPRECIATION
RZZE-F
—R-H At 1 January 2001 6,792 149 3,464 15,448 6,877 7,901 2,539 43,170
LT Currency realignment = = 25 19 = 3 1 48
TR Provided for the year 572 14 1,115 2,073 103 1,354 302 5,533
& i Eliminated on disposals - - - - (3,988) (154) (572) (4.714)
R-ZE—F
TZA=F—H At31 December 2001 7,364 163 4,604 17,540 2,992 9,104 2,210 44,037
REFE NET BOOK VALUES
RZZE-F
TZA=F—H At31December 2001 14,965 261 22,343 15,541 433 6,730 662 60,935
RZZZTE
TZA=F—H At31 December 2000 15,537 275 22,648 17,527 93 5,058 861 61,999
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BE—TLT—F+-_H=+—HIFE
For the year ended 31 December 2001

14. ME-BERRE (&)

14. PROPERTY, PLANT AND EQUIPMENT(Continued)

hERE
Gk
ERRE  EEAH 2014
Nt RHLH T L
¢ £ REF Medium term BE
Long term Medium term  leasehold ~ RER K2 BRR
leasehold  leasehold land and Plant, BAR BAZRE
land and land and  buildings in  equipment I& Furniture RE
buildings in  buildings in the Mainland and Moulds  and office Motor ag
Hong Kong  Hong Kong China  machinery  and tools  equipment vehicles Total
EEFT  BRTrT  EETn EETn BRTn AETn EETn BETx
HK$'000 HK$'000 HK$:000 HK$'000 HK$'000 HK$:000 HK$'000 HK$'000
A THE COMPANY
A COST
RZZZ-F
-A-H At 1 January 2001 - - - 254 - 313 987 1,554
Em Additions - - - - - 453 - 453
RZEZ-F
TZA=+—H At31 December 2001 - - - 254 - 766 987 2,007
ik DEPRECIATION
RZZZ-F
-A-H At 1 January 2001 - - - Ui - 37 761 875
TERE Provided for the year - - - 32 - 77 226 335
RZE2-F
TZA=+—H At31 December 2001 - - - 109 - 114 987 1,210
REFE NET BOOK VALUES
Z2%-%
TZA=T—H  At31 December 2001 - - - 145 - 652 - 797
RZZZZE
TZA=T—H  At31 December 2000 - - - 177 - 276 226 679
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BE—FTF—F1+_A=+—HAUFE
For the year ended 31 December 2001

14. ME-BERRE (F) 14. PROPERTY, PLANT AND EQUIPMENT
(Continued)

(a) X&EBE-_TTE—F+=2/A= (a) The aggregate net book value of the Group’s
+T—BUREHERECEE assets held under finance leases at 31
BREF(E 48 #99,000T (=& December 2001 was HK$99,000 (2000:
TEF B ¥7,836,0000T) © HK$7,836,000).

(by R=ZTZEZTF+=-A=+—8" (b) At 31 December 2000, the cost and related
BEEREHERSRE 2EE H aggregate depreciation of assets held for use
RARBBERBRITINED R BB under operating leases were HK$4,145,000 and
4,145,000 & B HK$1,305,000 respectively. No assets are
1,305,000/ - R =T —F + under operating lease at 31 December 2001.
ZA=tT—HB BEEEREL
EHE-

15. BILEE 15. INTANGIBLE ASSETS
i % ¥
BA 8 B A< &F i &
Development Technology B
costs licence right Total
BT T BT BT T
HK$°000 HK$°000 HK$°000

REE THE GROUP

AR COST

RZZEZT—F

—H—H At 1 January 2001 33,147 70,200 103,347

REANBRERE Amount waived by licensor = (50,700) (50,700)

byl Additions 6,260 15,600 21,860

85 Written off (28,231) = (28,231)

RZZEE—F

+=—A=+—H At 31 December 2001 11,176 35,100 46,276

e AMORTISATION

R_ZTE—F

—H—H At 1 January 2001 13,059 1,170 14,229

PN EiS Amortised for the year 4,104 = 4,104

85 48 Eliminated on written off (13,327) = (13,327)

RZEEZ—F

+=-—A=+—H At 31 December 2001 3,836 1,170 5,006

AR R E NET BOOK VALUES

N_TT—F

+=—A=+—H At 31 December 2001 7,340 33,930 41,270
RZZETEF
+=—A=+—H At 31 December 2000 20,088 69,030 89,118
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BE—TLT—F+-_H=+—HIFE
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15. ML EE (&) 15. INTANGIBLE ASSETS (Continued)
REAR AEEERFTEZERIEB UFTHE During the year, the Group has undertaken a review
ERERZUHEE-R_EZ—F+_A4 of its development projects to assess the
=+ HEHEETRAAERREERRA marketability of the respective products. The
AmEMHAEXNAERBEE carrying value of the development costs amounting
14,904,000/ 7T (ZZEZZEF:6,149,000 to HK$14,904,000 as at 31 December 2001 (2000:
BIT) B2 EUMEE HK$6,149,000) in respect of certain communication
and ITS products was fully written off.
16. AMB AT 2 #H 16. INTERESTS IN SUBSIDIARIES
P NN
THE COMPANY
—EE— —ZEEZT
2001 2000
EBETFT BT T
HK$°000 HK$°000
JE E AR (B ARG Unlisted shares, at cost 182,050 180,750
ERRZRERSE Impairment loss recognised (153,780) (150,400)
28,270 30,350
JFE W BT 8 R | 3R Amounts due from subsidiaries 115,528 =
143,798 30,350
KRR _EE—F+H=1+— Details of principal subsidiaries of the Company at
B EWBARZBEHFEHRNH 31 December 2001 are set out in note 34.
E34-
17. RBE QAR 2R 17. INTERESTS IN ASSOCIATES
AEHE
THE GROUP
—EE— —ZEZZT
2001 2000
BETFT BT T
HK$°000 HK$°000
(5 FEE Share of net assets = 1,079
Bl —KEtZ AR Z3IE  Amount due from an associate 82,838 82,838
82,838 83,917
FE U — KB & N R ROR Impairment loss on amount due
ZBEEE from an associate (40,000) =
42,838 83,917
REBR_ZZE—F+ZA=1— Details of the principal associates of the Group at
B EBERR 2B TIEHRH 31 December 2001 are set out in note 34.
E34-
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19.
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FE 18. INVENTORIES
AEE
THE GROUP
—2%- —TTT
2001 2000
BT T BT
HK$°000 HK$°000
R Raw materials 7,254 8,693
w2 & Work-in-progress 1,858 15,909
LUK Finished goods 32,428 23,441
41,540 48,043

N EBEAASEFELEE RN
k83,759,000 (—ETTF:
& 5 3,873,0007T ) £ B & KB #E
400,000 (ZZTZZTF :F) -

YRR R ENRK

EREFRERBENRBEEKEZ ZE
F 519,816,000 (ZEZTTF B
#25,126,0007T) - A& EH G T HE
SEPFHIOBEEH -ERESK
HR+ZA=+—HZERE&ESHM
T

19.

Included above are raw materials of HK$3,759,000
(2000: HK$3,873,000), work-in-progress of
HK$400,000 (2000: Nil) which are carried at net
realisable value.

DEBTORS AND PREPAYMENTS

Included in debtors and prepayments are trade
debtors of HK$9,816,000 (2000: HK$25,126,000).
The Group allows an average credit period of 30
days to its trade customers. The following is an
aged analysis of trade debtors at 31 December:

rEE
THE GROUP

—EE- —ZTEE

2001 2000

BY T BT T

HK$°’000 HK$°000

90H A Within 90 days 7,841 17,641
912180H Between 91 and 180 days 1,975 788
1812 365H Between 181 and 365 days - 511
HiE—F Over 1 year = 6,186
9,816 25,126
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BE—TLT—F+-_H=+—HIFE
For the year ended 31 December 2001

200 ENRRREGER 20. CREDITORS AND ACCRUED CHARGES
BNERREFERBRRERENES Included in creditors and accrued charges are trade
BRFB 157,426,000 (T T4 creditors of HK$7,426,000 (2000: HK$30,603,000).
75 30,603,000) - B B SRR The following is an aged analysis of creditors at 31
T A=+ —BZERESTOT: December:

rEHE
THE GROUP

—BF- —_ZTEZ

2001 2000

EBE T BT T

HK$’000 HK$°000

90H N Within 90 days 3,257 21,827
912 180H Between 91 and 180 days 809 8,776
1812 365H Between 181 and 365 days 3,360 -
7,426 30,603
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BE—_ETT—Ff-_HA=1+—HIFE

For the year ended 31 December 2001

21. B8 21. BORROWINGS
AEF KAF
THE GROUP THE COMPANY
2001 2000 2001 2000
BEFT B F T BEFT BT
HK$°000 HK$’000 HK$°000 HK$°000
RARAER Long term bank loans
— B - secured 8,717 8,895 = =
BITREBER Short term bank loans
—BiEH — secured 4,245 = = =
BITEHER Short term bank loans
—mER — unsecured 10,400 13,209 = =
BITEX Bank overdrafts
— KR — unsecured 14,489 13,442 8,393 7,411
BITIEERE Total bank borrowings 37,851 35,546 8,393 7,411
HEMER (77) Other loan (Note) 46,800 46,800 = =
RITfEEREAM  Total bank borrowings
BB and other loan 84,651 82,346 8,393 7,411
MEME Obligations under finance
EIE (ff5F22) leases (note 22) 84 135 = =
84,735 82,481 8,393 7,411
5 B E Less: Amount due within
BEMmA one year included
R—FR under current
B8 2 A liabilities (29,550) (73,940) (8,393) (7,411)
— 1% 3|H 2 ZIE Amount due after one year 55,185 8,541 = -
RITEEREM  The maturity of total bank
ERBE borrowings and other loan
| EAEAR N T is as follows:
B 5 On demand or within
—FRX one year 29,509 73,806 8,393 7,411
—FEWMEF Between one to two years 47,200 380 = =
MEZRF Between two to five years 1,381 1,307 - -
RFFEUE Over five years 6,561 6,853 = =
84,651 82,346 8,393 7,411

e HUERE—2BYE= Rz
BE KB A IR 8425 5
B (ZTTTF:8258) RARS
ET=FEXA-t+AHKE.

Casil Telecommunications Holdings Limited Annual Report 2001
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22 MEHEZEE 22, OBLIGATIONS UNDER FINANCE LEASES
REHEZRE
REHES Present value of
Minimum minimum
lease payments lease payments
2001 2000 2001 2000

EBEFT E¥TIT EBEFT EETT
HK$°000 HK$°000 HK$°000 HK$°000

rEH THE GROUP
BMEHEHE TN Amounts payable under
B &% finance leases
—FRA Within one year 44 137 41 135
EF_FZEFERF In the second to
(BREEEMT) fifth years inclusive 51 = 43 =
95 137 84 135
R EE Less: Future finance
gH charges (11) (2)
HERIEZ Present value of lease
RE obligations 84 135
BN —F A Less: Amount due within
B Hf 2 5KIB one year (41) (135)
R—F&EE 2 Amount due after
KIE one year 43 =
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BE—TLT—F+-_H=+—HIFE
For the year ended 31 December 2001

23. B 23. SHARE CAPITAL
—EE— —EEZ
2001 2000
EBEFT B F T
HK$’000 HK$’000
ETE MR AR Authorised:
=zt Akl 10,000,000,000 shares of
+10,000,000,0004% HK10¢ each 1,000,000 1,000,000
—EE-— —ZZT
2001 2000
% 43 2 B EE M fn 2 B EE
Number Nominal Number Nominal
of shares value of shares value
EBETFT HBETT
HK$°000 HK$’000
& RE 41 Shares of HK10¢ each
BT R RMRA: Issued and fully paid:
n—A—H At 1 January 777,139,763 77,714 670,000,000 67,000
BT Issue of shares 100,000,000 10,000 62,184,000 6,218
BEHELR Conversion of debentures = — 44,955,763 4,496
MR+=ZA=+—H At31 December 877,139,763 87,714 777,139,763 77,714
BER-_ZEZEEF=ZALHEILZ Pursuant to a subscription agreement dated 7 March
REWZE N QA AFREE1.557T 2000 the Company issued 62,184,000 shares of
2 (B 1% % 1762,184,0004% & A% /i & HK$0.10 each at a price of HK$1.55 per share for
BEA 2 D ARER S EAR cash for the purpose of investments in relation to
KRR RESMERERFEELMR telecommunications and global positioning system
HBEEBvES AMMBEITZROE project of the Company. The shares issued rank
EFTEHEBRERONZERS#ER- pari passu with the existing shares in all respects.
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E=x

—EFE—Ff - A=+—HIFE

For the year ended 31 December 2001

R ()

ﬁ%%—ﬂﬂﬂ¢+_ﬂz+ﬁﬂ
Y2 REWE ARRBEREEITR
% 3#{8186,000,000E TR =TT =
F+ZA=+—RHIB1ETHER
B RBATRERBZEES
ZEBHFMBERNATZLRERLR
RARRATREREMBEBE10L2
B R_TEEF+_HA=1+—H
IEFE - E{E4,900,000%E T 2 & 5
B A 544,955,763 2 A2 2
AREIRD MRZBEEZEF+ A
=+—HIFE # T1,100,000%
TZEHFEEHEL-

BiEAMA-—EET—ERA-+—
B 2 R 8 1% :% * Astrotech Group
Limited (B2 7] 2 4% %Hx%&ﬁn?i
MEEBRERERARZEREB Z
MEBAR) ABRE iﬁo 50T R
100,000,000 & 2 &) 2 #T - FT 15
FEARBAQRREENEES
S RETRODBER_TTTF
NAZTABERZARARER
FRERTESTZ —REEMET
WREFEEEETZRNEZEAR
Lo

23. SHARE CAPITAL (Continued)

Pursuant to a subscription agreement dated on 30
December 1999, the Company has agreed to issue
and the subscribers have agreed to subscribe for
up to US$6,000,000 1% convertible debentures due
on 31 December 2002. The debentures carry the
right to convert into shares of HK$0.10 each in the
share capital of the Company at the conversion
price. During the year ended 31 December 2000,
debentures of US$4,900,000 had been converted
to 44,955,763 fully paid shares of the Company and
the residual amount of US$1,100,000 was fully
redeemed during the year ended 31 December
2000.

Pursuant to a subscription agreement dated 21 May
2001, Astrotech Group Limited, being the controlling
shareholder of the Company and a wholly owned
subsidiary of China Aerospace International
Holdings Limited, subscribed for 100,000,000 new
shares at the price of HK$0.50 each in the
Company. The proceed was used to provide
additional working capital for the Company. These
new shares were issued under the general mandate
granted to the directors at the annual general
meeting of the Company held on 26 June 2000 and
rank pari passu with shares in issue in all respects.
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24. fEE 24. RESERVES
R EER
RBRIRE (Hiztc)
(Hiita) Share
Special  premium  EXffE < EERE REER
reserve account  Exchange General € Accumulated ot
(note a) (note c) reserve reserve Goodwill losses Total
EEFr  BEFT  BEFr B¥Tr  B¥Tn A¥Tn B¥Tr
HK$000 HK$000 HK$'000 HK$000 HK$'000 HK$'000 HK$000
8- THE GROUP
e At 1 January 2000 117,554 277,034 938 3,499 - (148,117) 250,908

-A—-H
NEWBEAFAR  Translation of financial

BERT statements of subsidiaries

SR TTBA AN and associates reported

EREE in currencies other than

BBaRS Hong Kong dollars - - (229) - - - (229)
DURRER Share of exchange reserve

ELGE by minorities - - 2 = = = 2
JNREBEIMRA . Shares issued at premium,

B net of expenses - 119,529 - - - - 119,529
mUE-ZHE  Goodwil arisen on acquisition

RAEEZHEE  of a subsidiary = = = = (17,878) = (17,878)
KEREE Loss for the year - - - - - (07363)  (107,363)
RZZEEF At 31 December 2000 117,554 396,563 N 3,499 (17,878) (255,480) 244,969

+-A=+-H
FEMBARAR  Translation of financial

BENT statements of subsidiaries

SR TTIAS and associates reported

EHEEY in currencies other than

BBRE Hong Kong dollars - - 246 = = S 246
SERREN Share of exchange reserve

EARE by minorities - - (89) - _ _ (89)
JNEBETMRA  Shares issued at premium,

k% net of expenses - 38,856 - - = = 38,856
AEEEE Loss for the year - - - - - (253,679)  (253,679)
RZZE-% At 31 December 2001 117,554 435,419 868 3,499 (17,878) (509,159) 30,303

t-A=+-H
RER: Retained by

AAFARKEAT  The Company and subsidiaries 117,554 396,563 53 69 (17678)  (211825) 284536

BEAT Associates - - 658 3430 - 43655)  (39.567)
RZZEEF At 31 December 2000 117,554 396,563 AN 3,499 (17,878) (255,480) 244,969

T-A=1-A
RER: Retained by

KATARKEAT  The Company and subsidiaries 117,55 435,419 210 69 (17878)  (464425) 70,049

BEAT Associates - - 658 3,430 - (4T34)  (40,646)
RZZE-% At 31 December 2001 117,554 435,419 868 3,499 (17,878) (509,159) 30,303

t-A=+-H
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24. & (&) 24. RESERVES (Continued)
R EER
EEE (Hizte)
(Hiztb) Share
Contributed  premium  EXffHE  LTERK 2RER
surplus account  Exchange General #%€ Accumulated &g
(note b) (note c) reserve reserve Goodwill losses Total
A¥Tr  BEFT  A¥Tn  B¥Tm  EETr BETn BEfx
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
KA THE COMPANY
RZZE%E At 1 January 2000 117,554 277,034 - - - (137,774) 256,814
-A-H
TEEER Loss for the year - - - - - (184,900)  (184,900)
JUEBEAMRMA:  Shares issued at premium,
il net of expenses = 119,529 = = = = 119,529
RZZETF At 31 December 2000 117,554 396,563 - - - (322,674) 191,443
+-A=t+-H
AERRE Loss for the year - - - - - (156,210)  (156,210)
JNEE%ETREA  Shares issued at premium,
iS4 net of expenses - 38,856 - - = = 38,856
RZZE-% At 31 December 2001 117,554 435,419 - - - (478,884) 74,089
t=A=1-A
i Note:
(a) AEBZERFBERATDEST (a) The special reserve of the Group represents the

AR 7R FR 2 B B2 | AN =) B 2
BRARIZEETRAZHEBEERE"
NEBEBEAEER—ANEFENA
+-—BEEHEmMERAEMEEZ
116,025,000 T2 A& & -

(b) ARBFMBHIEARRNEERE
HEAMBENBARZEEFE
ER—NANAEENA+—BARF
LTAIE ETROAEREZ R
BzZ#-

(b)

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 aggregated amount
of HK$116,025,000 transferred from other reserves
pursuant to the group’s reorganisation on 11 August
1997.

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.

MANEBEARARA —FF-—FFH

71



72

Bt #% R %5 Kf 5% Notes to the Financial Statements

BE—TLT—F+-_H=+—HIFE
For the year ended 31 December 2001

24, & (&)

(c) BREBERSEBSZRREN (K&
R E -+ B ARRZKRMEE
R R B EEAM AR PR
RTAI D ECe D A T AR &
HRARZOEEREDER AR
AR ER EBEHEANE
HIBR

(d ARRAASEZ#EEESHR
BB EERRREER-E5Y
B AR E M BT IRER 2
B4 RAE 74,089,000 (ZTF
T4 #%191,443,0007T) ©
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(c)

24. RESERVES (Continued)

Under the Companies Law (Revised) Chapter 22 of
the Cayman lIslands, 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$74,089,000 (2000:

HK$191,443,000).
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REABRELETH 2EELRE 25. RECONCILIATION OF LOSS BEFORE TAXATION
FENAEH X TO NET CASH OUTFLOW FROM OPERATING
ACTIVITIES
—ET— ZEETT
2001 2000
BETF T BT T
HK$°000 HK$°000
R 7 AT S 18 Loss before taxation (255,164) (108,421)
FE(L B E R A& Share of result of an associate 1,079 (64)
BT Interest expenses 6,515 6,843
BB A Interest income (535) (2,686)
e Depreciation 5,533 6,456
B E E#E Amortisation of intangible assets 4,104 5,301
7 B AR Impairment in value of
BIE development costs 14,904 6,149
HEME BE R (Gain) loss on disposal of property,
m (M) BB plant and equipment (4) 13
JE Y Bt & R | B Impairment loss on amounts due
Z B A from associates 198,000 44,000
AR E Provision for doubtful debts 1,172 608
REGFTERE Provision for obsolete inventories = 9,355
FER D (38m) Decrease (increase) in inventories 6,503 (25,249)
JE W BR SR & Decrease (increase) in debtors and
TE R RO A (S n) prepayments 6,410 (13,332)
FE W Bt & A A Decrease in amounts due
SR from associates 733 22,431
JE W [R) R BT /BB A =) Decrease in amounts due
TR from fellow subsidiaries 505 2,282
FERTERR R Decrease in creditors and
fE=H & AR accrued charges (1,344) (10,650)
FET R R BT /8 A A Decrease in amounts due to
O fellow subsidiaries (339) (575)
KERE 2 Net cash outflow from
e L F R operating activities (11,928) (57,539)
MANEBEERAR —EL—FFH
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26. A"EABMESH DN

26. ANALYSIS OF CHANGES IN FINANCING DURING

THE YEAR
RER Eff &
R EE RERE BRARS
Share R SBRR  Amounts due
capital  WERES RITER HtEH  Obligations B to ultimate
and share  Convertible Bank Other under finance Minority holding
premium  debentures loans loan leases interests company
BETT BB BET BETT EETr bt S AETFT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK§'000
R-33%4-F-A At 1 January 2000 344,034 - 19,200 - 2,388 7,523 745
¥rgake Cash inflow from issue
Ren of ordinary shares 96,385 = S = = = =
ErTakES Cash inflow from issue
ReRA of convertible debentures - 46,800 - - = = =
RABREERZ Transfer to share capital and
AR &R share premium account upon
HER conversion of debentures 38,161 (38,161) - - - - -
BRTAR Redemption of convertible
&% debentures - (8,639) - - = = =
R RT#K Expense paid in connection
EFES with issue of shares and
ER convertible debentures (4,303) - = = - - -
Enii New borrowings raised
X during the year = = 11,704 46,800 - = 70
EmEER Repayment during the year = - (8,800) = (2,253) S =
- Acquisition of subsidiaries = = S = S 7137 =
SUREREER Loss attributable to minority
shareholders - - - - - (1,159) -
SERE Share of reserves by
EihGAE minority shareholders - - - - - @) =
RZZETEE+-A=+—H At31 December 2000 474,211 - 22,104 46,800 135 13,499 815
E22Y Effect on foreign exchange
7e rate changes = = 89 = = S =
BUERRZ Cash inflow from issue
RERA of ordinary shares 50,000 = = = = = -
Ok Expense paid in connection
ER with issue of shares (1,144) = = = = = =
Emsig New borrowings raised
B during the year = = 1415 46,800 10 S 51
EREE Repayment during the year - - (246) (46,800) (161) - -
SURE Contribution from
B minority shareholders - - - - - 766 -
SUREREER Loss attributable to minority
shareholders - - - - - (1,734) -
SURE Share of reserves by
B G minority shareholders = = S = = 89 =
RZFF—E+ZA=1—H At31 December 2001 523,133 - 23,362 46,800 84 12,620 866
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EQUIVALENTS

27. ANALYSIS OF BALANCES OF CASH AND CASH

—ET-— —EFFT
2001 2000
BT T BT T
HK$’000 HK$°000
RTEFERS Bank balances and cash 26,557 16,705
RITEX Bank overdrafts (14,489) (13,442)
12,068 3,263
Uiz B8 Bff /8 2 | 28. ACQUISITION OF SUBSIDIARIES

REZZETF AEERBMBTE
SRIFEEREER AR NENEAQ A
2 88%Em BRE AR B
24,120,000 C° ZBERX S AW EEE

In 2000, the Group acquired 88% of the equity
interest of Castel Qihua Hi-Tech Investment Limited
together with its subsidiaries for a total consideration
of HK$24,120,000. This transaction was accounted

for by the acquisition method of accounting.

YN
—EE- —_EFT
2001 2000
BEFT B F T
HK$’000 HK$’000
WHIEE 2 EEFE: Net assets acquired:
M- WBE REE Property, plant and equipment = 8,408
FE Inventories = 2,430
JE W 5k IR I TR A 3K Debtors and prepayments - 1,061
RITHEGFEMR® Bank balances and cash = 1,891
JERRIE K EAHE A Creditors and accrued charges — (3,531)
D HRRE S Minority interests - (4,017)
WHEIEH v EELE Total assets acquired = 6,242
S Goodwill - 17,878
BB Total consideration = 24,120
SR D= Satisfied by:
ReRE Cash consideration = 21,000
RETHBARZ 12% share of equity interest
12% 7 & in certain subsidiaries - 3,120
- 24,120
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28. BB A& (&)

29.

WENBLARAZASERREEEY
R R DT

28. ACQUISITION OF SUBSIDIARIES (Continued)

Analysis of net outflow of cash and cash equivalents
in connection with the acquisition of subsidiaries:

— —ZEZT

2001 2000

BT T BT

HK$°’000 HK$°000

ENRERE Cash consideration paid - (21,000)
BAZBRTERFEER S Bank balances and cash acquired = 1,891
- (19,109)

i 5E B 1]

ERAREERZANAIFERLRK
Bem - BB B3RS A R AR A

REH A K (BR) BENRIT SRS
My EEEERE (AE) B ERE
mT

29. DEFERRED TAXATION

A deferred tax asset has not been recognised in
the financial statements as it is not certain that the
timing differences will be reversed in the foreseeable
future.

The potential deferred taxation (assets) liabilities
which have not been (recognised) provided for in
the financial statements at the balance sheet date
amounted to:

A%H LN
THE GROUP THE COMPANY
—g¥- ~TTT =-FF- 23T
2001 2000 2001 2000

BT BT T EBETT BT T
HK$°000 HK$000 HK$°000 HK$°000

MR E Accelerated depreciation
R allowances 2,182 1,933 111 87
ROPGHEZ Unrelieved tax
WIEE B losses (27,309) (14,549) (2,131) 1,034
H bl = Other timing differences  (14,749) (11,626) - =
(39,876) (24,242) (2,020) 1,121
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30. HAREE 30. CONTINGENT LIABILITIES
AEH AT
THE GROUP THE COMPANY
—EE-— —2EF —EE- —2EF
2001 2000 2001 2000

31.

BT  BETT  E¥Fr  BETT
HK$’000 HK$°000 HK$°000 HK$°000

A—XKBAR  Guarantee given to a

ERE KM third party in respect
M—%FE=7 of loan granted to
fEH 2 IR a subsidiary - - 46,800 46,800
REHERE 31. OPERATING LEASE COMMITMENTS
R-BEE—F+_A=+—8B K& At 31 December 2001, the Group had future
ERBETAIBECHAZTEERALD minimum lease payment payable under non-
iR KRR AR LRIBLAT cancellable operating leases in respect of land and
buildings as set out below:
rEHE
THE GROUP
—E2E- —ETETE
2001 2000
BT T BETT
HK$°000 HK$°000
—F KN Within one year 584 732
E_FEERF
(BEEMFEBREEAN) In the second to fifth year inclusive 149 251
733 983
REMEZNREARAEERRETS Operating lease payments represent rentals payable
FTEMEZEMNES -BLHTIAFEY by the Group for certain office properties. Leases
M EETTE N M S — RN 1E E are negotiated for an average term of two years
AT and rentals are normally fixed for the lease period.
RZFEZE—F+A=+—H &2 The Company had no operating lease commitments
A B EEEAE at 31 December 2001.
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32. EEHEA

33.

RZTF—F+_A=+—R0 %%
VA BR 1 % B /3 8 % 12,254,0007T
(Z2ZF:#%12,730,0007T) 2 F
Pt s B A0 T 1 R A T RARAT
TR HE¥4,502,0007C (—FTTF:
7 %#2,510,0007T) - 1F 7 5 B A 7 5%
TREZEA-

32.

PLEDGE OF ASSETS

At 31 December 2001, the Group pledged a medium
term land and building in the Mainland China with
carrying value of HK$12,254,000 (2000:
HK$12,730,000) and bank deposits of HK$4,502,000
(2000: HK$2,510,000) to secure banking facilities
granted to the Group.

HEEATZRS 33. RELATED PARTY TRANSACTIONS
RERFRN AEBEHERBEALTZER During the year, the Group had the following
RHWAT significant transactions with related parties:
—EE— —EZTT
2001 2000
BT T BT T
HK$°’000 HK$°000
XKZER A A Ultimate holding company
TANEER Rental and management
ERE (ifa) fee paid (note a) 89 115
PPN Fellow subsidiaries
XM & (iFa) Rental paid (note a) 41 96
WE#ABER (iZb) Subcontracting charges
received (note b) 25 -
/N Associates
HE (iFh) Goods sold (note b) 3,267 =
BE (ib) Goods purchased (note b) 9,535 =
SEBER (iFb) Subcontracting charges paid (note b) 3,198 7,793
TR ERE Rental of machinery and
Me (ifc) equipment paid (note c) = 3,694
(a) MBAEATZNzHERER (a) Rental and management fee paid to related
E’%’zﬂ, AMEREMEZEE parties were comparable to rents and
=
B

kﬂ
|+aa W
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33. HEEALTZXE (&)

(b) FIRIEEA L3 R R
BBAZRBBEAM
PRSI ES TR

(c) MBEALIMNZHRRR
wHER2REMALHA
BHERRBEERRZES

4. FENBRARAREE ARER

R=BT—F+-A=+—-AZ
EBHE AR R DT 2GR
LU

BERTRAEZ

AE/EmRE

Nominal

value of issued

NAER share capital/
Name of company registered capital

oy N
Subsidiaries
Incorporated and operating in Hong Kong:
mBRmAERAA 7 #£10,0007T
(E3@A%10,0008%)
CASTEL Broadband HK$10,000
Limited (10,000

ordinary shares)

fmBREs (&E) 7 %10,0007T
BRAA] (&A% 10,0008 )
CASTEL Broadband HK$10,000
(Hong Kong) Limited (10,000

ordinary shares)

33. RELATED PARTY TRANSACTIONS (Continued)

(b) The goods sold and purchased and
subcontracting charges received and paid from/
to related parties were determined on a cost
plus basis.

(c) Rental of machinery and equipment paid to
related party was comparable to rents for
similar machinery and equipment by other
parties.

34. PARTICULARS OF PRINCIPAL SUBSIDIARIES
AND ASSOCIATES

Details of the principal subsidiaries and associates
at 31 December 2001 are as follows:

BiERkAEEZzE D
NN MBAR AKH
Percentage of equity held by TEEK
Company Subsidiaries Group Principal activities
% % %

= 100 100 EHEER

Broadband business

- 100 100 RHEH

Broadband business
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4. FIEMBLAARBELTEN (&)

DAL

Name of company

MBSk BAERADA

BE—TLT—F+-_H=+—HIFE
For the year ended 31 December 2001

34. PARTICULARS OF PRINCIPAL SUBSIDIARIES

AND ASSOCIATES (Continued)

ERITRAZ
HEfE TR A
Nominal

value of issued VNN
share capital/

registered capital Company Subsidiaries

%

7% 11,600,0007C =

(% 38 11,600,000/% )

CASTEL Intelligent
Transportation
System Limited

fim A E S R
REBRAA

CASTEL Qihua
Hi-Tech
Investments Limited

BEEFARAA

Hung Nien Electronics
Limited

Magicsound Company
Limited

Magicsound Company
Limited

R B A M R AR

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

75 #8,000,0007T -
(¥ 0% 8,000,0004% )
HK$8,000,000
(8,000,000
ordinary shares)

75 %30,001,0007T -
(i 3T /% 300,000%
REAR108R)
HK$30,001,000
(300,000 deferred
shares and 10
ordinary shares)

75 #10,0007C =
(3@ Ak 100A% )
HK$10,000
(100 ordinary shares)

Registered and operating in the Mainland China:

LtrRfBREEAETR
Beijing Castel Infotech
Co. Ltd.

IRFEBAEGRAA
Beijing Qihua
Communications
Co. Limited

A7) 75 #8,000,0007T =

HK$8,000,000

1,239,000% 7T -
US$1,239,000
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100

100

100

100

100
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BERAERZ B2
MWELAE ZA&KH
Percentage of equity held by

TEXK

Group  Principal activities
%

88 HBHRRXBENEK

ITS business

88 IwEER

Investment holding

100 BERHEEHEM

Manufacture and
selling of
telecommunication
products

100 MERE

Property investment

88 HHRERBRLFER
ITS business

69 HBEIBEANED
ITS business
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4. FEMBWLAARBELTER (&)

ERTREAZ
HEEmRA
Nominal

value of issued
share capital/
registered capital

NCIEE
Name of company

T BT A Hh 3 G AR

34. PARTICULARS OF PRINCIPAL SUBSIDIARIES
AND ASSOCIATES (Continued)

BERAEZZED L
PN MEAR AKEH
Percentage of equity held by

Company Subsidiaries Group

Registered and operating in the Mainland China:

S RBBERRE
(RID BRRF
CASIL Telecommunications HK$5,000,000
(Shenzhen) Company
Limited

£ 5,000,000

mAaEEEE ORI) ¥ #5,000,0007C
BRAF
CASTEL Broadband

(Shenzhen) Limited

HK$5,000,000

i ae s m ORI
BRA A

CASTEL Intelligent
Transportation System
(Shenzhen) Limited

#%1,000,0007T

HK$1,000,000

ZEBENETFTHRALA

Qinhuangdao Hungnic
Electronics Company
Limited

3,538,000% 7T
US$3,538,000

BUSEHEEM
BRAA]

Tangshan Qihua GPS
Co. Ltd

A K #1,280,0007T

RMB1,280,000

% % %
- 100 88
100 - 100
- 100 88
= 51 51
- 51 45

ITEER

Principal activities

HERHEEEAED
Manufacture and
selling of

telecommunication
products

Broadband business

BEXBERARH

ITS business

HERHEEEAEm

Manufacture and
selling of
telecommunication
products

BRELBERER

ITS business
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4. FEMBLARARBELTEN (&) 34.

PARTICULARS OF PRINCIPAL SUBSIDIARIES
AND ASSOCIATES (Continued)

BERITREZ
HEEmRE
Nominal EEREAEZ 2B DL
value of issued P NN MEAR ZA&KEE
NEIER share capital/ Percentage of equity held by FTEEK
Name of company registered capital Company Subsidiaries Group Principal activities
% % %
BeERQT
Associates

B B A 3 5 Tl AR
Registered and operating in the Mainland China:

WRERETHRA A 2,741,800% 7T
Shandong Kangwei US$2,741,800
Electronics

Company Limited

BraEEMNER 8,400,0003 7T
BRAT

Southern Telecommunication US$8,400,000
Development Company
Limited

EFEZRARR LIERAEZA
SENBEARRBZERR NEEN
SEXEREEZCTIERARAA
RAKEZEEFEZERA M -E
ERR HIEMMBEAR B E R
AZER BLABMBRITK.
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- 46 46 HENHEEAEM
Manufacture and
selling of
telecommunication
products

= 41 41 BERHEESHERD

Manufacture
and selling of
telecommunication
products

The above tables list the subsidiaries and associates of
the Group which, in the opinion of the directors, principally
affected the results or assets or formed 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.





