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On behalf of the Board of Directors, the business performance
of CASIL Telecommunications Holdings Limited (the
“Company”) and its subsidiaries (collectively the “Group”)
for the financial year ended 31 December 2002 is summarized

in the following paragraphs.
RESULTS SUMMARY

For the year ended 31 December 2002, the Group’s turnover
increased by 21.2% to HK$113.5 million. Profit for the year
was HK$180,000 as compared to last year’s loss of
HK$253,679,000.

BUSINESS REVIEW AND PROSPECTS

Following the management restructuring at the end of 1999,
the Group has firmly carried out business adjustments during
the subsequent years. Resources were concentrated on
broadband wireless communication technology and its
applications. Proactive strategies and business plans were
adopted for the purpose of improvement. While tapping new
resources and cutting expenses, the Group actively fostered
and supported broadband wireless access business, intelligent
transportation system business and video conferencing system
business. On the other hand, stringent control was also applied
on various costs and administrative expenses. This has resulted
in a year-by-year decrease in the Group’s operating losses
and a steady increase in proportion of new businesses with
better profits margin in the Group’s total turnover.
Accordingly, the Group’s overall performance in 2002 finally

succeeded in turning loss to profit.

In December 2002, the Group was ranked among the top 250
in the 500 enterprises with the fast innovation and growing
technology in the Asia Pacific Region by Deloitte Touche
Tohmatsu. This shows that the Group has ability to maintain
fast growth in business in the face of a tough and challenging
environment confronting the technological and communication

media industry.
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Broadband Wireless Access Business

CB-ACCESS broadband wireless access system with a
frequency band in the 5 GHz range is the core product
developed, manufactured and distributed by the Group. It is
also the driving force for the Group’s development of its
broadband wireless access business. Further to the
liberalization of the access of this product category to the
Hong Kong market by the Office of Telecommunication
Authority of Hong Kong in May 2001, the Group also obtained
the permit to enter into the People’s Republic of China
(“PRC”) market issued by the Radio Regulatory Department
of the PRC in July 2002. This has established a favorable
market position of the Group as the first to own and be
authorized to operate with products of this category in the

PRC and Hong Kong regions.

As CB-ACCESS broadband wireless access system was
favored and accepted by all fixed network operators in Hong
Kong, the sales, adoption and installation of these products
by the Group in the region continued to maintain good
momentum in 2002. In the PRC, major telecommunication
operators, such as China Telecom, China Unicom, China
Mobile, China Netcom and China Railcom, have chosen this
product for trial or commercial use in the broadband wireless
communication construction projects in regions like Beijing,
Guangdong, Sichuan, Fujian, Hainan and Jiangsu, so the
products have enormous market prospects. Meanwhile, the
Group has achieved effective results in tapping markets of
the products in Macau and Taiwan regions. Due to the
continuous success of such measures, the Group was able to
primarily complete market access and market preparation
required for implementing strategies regarding large-scale
operation of the core products of CB-ACCESS broadband

wireless access system in the Greater China region.

In 2002 the Group’s Technology R&D Center successfully
launched CB-ACCESS auxiliary products and wireless local
area network products — CB-MUX, CB-LAN series
complementary products, which after trial used by some
telecommunication operators were recognized as an
indispensable solution for the most-wanted broadband access

services to end-users.
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Broadband wireless access business has brought about
desirable economic benefits to the Group in 2002. Looking
ahead, we believe that with the booming development of such

business it will contribute more profits to the Group.
Intelligent Transportation System Business

In 2002, the Group continued to follow the integrated operation
strategy from system integration suppliers to mobile
information service operators in the development of its

Intelligent Transportation System Business.

The Group’s subsidiaries that engaged in the provision of
intelligent transportation system integration undertook certain
projects for Global Positioning System (“GPS”) fleet
management in areas like Jiangsu, Sichuan, Hainan and Hong
Kong. Meanwhile, through internal cooperation for joint
tendering, they won the tenders for undertaking three logistics
management projects covering all customs nationwide issued
by the China General Administration of Customs. Accordingly,
the Group’s operation revenues in this business reported

significant growth over 2001.

In Tangshan, a key logistics location in the PRC, the Group’s
subsidiaries undertaking intelligent transportation mobile
information services reported significant growth in vehicles
subscription for the service over 2001. In Beijing, the Group’s
subsidiaries were awarded qualification and permits in respect
of replacement of GPS taxis terminals for vehicle terminal
suppliers and mobile information operators, which were strictly
controlled by the local government. These companies also
concluded agreements with leading enterprises in the local
taxi industry for strong cooperation and win-win operations.
Though the number of vehicles subscription for mobile
communication information service to the subsidiaries was
not as anticipated due to the intelligent transportation policy
under formulation by the Government, the Group believes
that, with pressing high demand from urban construction in
the PRC for intelligent transportation system services, it can
realize its business strategy of achieving stable growth in

recurring operation revenue through this business.
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At present, the Group is keeping abreast of the rampant
development trend in communication technology. Major
measures, such as R&D and launching of new GPS vehicle-
load terminals and new internet-based vehicle control service
centers have been taken, with an aim to lay a solid foundation
for substantial growth in the Group’s intelligent transportation

system integration and information service businesses.
Video Conference System Business

The Group’s self-developed high precision video conference
system products are well received by customers. During 2002,
operating income from this business registered multiple
increase over 2001, and it is the third year to report multiple
increase. In the meantime, the products performed well in
terms of functions and features in international and domestic
important conferences. This has demonstrated the Group’s

integrated capability.
Communication Terminal Products

Telephone with special hearing aid devices developed by Hung
Nien Electronics Co., Ltd. under the Group has obtained
network access permit in the PRC and started its sales.
Computer wireless peripheral products, such as cordless
mouse, have commenced sales in small volume to the PRC
and overseas markets. The business operation of this division

was stable.
Human Resources and Remuneration Policy

As at 31 December 2002, the Group has 45 employees (2001:
47 employees) in the Hong Kong head office and 193
employees (2001: 174 employees) in the PRC offices.
Remuneration of employees is determined according to
individual employee’s performance and the prevailing trends
in different areas and reviewed on an annual basis. The Group
also provides provident funds and medical insurance to its
employees. In addition, discretionary performance related
bonus and share option schemes are available and are at the

discretion of the directors.



BRAEERAFe —FE-F5H

EFEEXHF O

asil Telecommunications Holdings Limited e Annual Report 2002

Directors’ Business Review

Bt % B B
RBEERUBER

A AR AR B T B — 2 L =
J i E o 6008 3 on H ARk $I HAE
BHB FEE=FAAH -+ LHIEESE
“EEWNEF_HAHZ+LH > HEKkE
T A SR R e

Mo EZETHEFT A=+ —H s AEH
B s 15 99,294,00000 (F FH —
4 84,735,00000 ) o H ook
46,800,00070 /% [F E 2 R > HAR 577
B 2R AR o AL W] 2 8K 4 T B
R AR o AN SR I M AT AT ol 4 TR
B B 38 b Bl HoAth % -

RS H > AL (B AL BR DU R
HEAR) F84% (—FFE—F  712%) » KA
] 2oy A% L SE 5 9 1 AR B i e B R AT &
o WOEBCAME LRGN -

BERF

Mo EZETHEFT A=+ H s AEH
I LU ¥ 37,351,00000 (B E —4F ¢ i
#16,756,0007C) Z A T & #K 4 T R AT
T B 5 e DA T A B o

(B 5% R A A JE B2
AEMZRIMBZEBL Y EEKA
eI > NRWREITTFHE - &M

TE A A [ 114 T S 30t B L ey bR I >
AT AL AT S5 PG B o

A B B TE 4 45 I AT ol BROR B R o

FINANCIAL REVIEW

Liquidity and Financial Resources

During the year, the Group succeeded in negotiation with an
independent third party to defer the repayment of other
borrowing in the amount of US$ 6,000,000 from 27 June
2003 to 27 December 2004, thus improving the Group’s
liquidity position.

Total borrowings of the Group as at 31 December 2002 was
HK$99,294,000 (2001: HK$84,735,000), of which
HK$46,800,000 was fixed-rate borrowings and the remaining
was floating — rate. All borrowings of the Group were
determined at market interest rate. The Group has not issued

any financial instruments for hedging or other purposes.

Gearing ratio (total borrowings over shareholders’ equity) at
the year end was 84% (2001: 72%). New short-term bank
borrowings were obtained for the Group’s core business,

resulting in an increase in gearing ratio.
Pledge of assets

As at 31 December 2002, certain assets of the Group of
HK$37,351,000 (2001: HK$16,756,000) have been pledged

to secure borrowings from banks and financial institutions.

Exchange and other exposures

Most of the Group’s business transactions were conducted in
Hong Kong dollars, Renminbi and United States dollars. We
expected that the Group’s exposure to exchange rates
fluctuation was minimal and therefore have not engaged in

any hedging activities.

The Group did not have any contingent liabilities at the year

end.
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APPRECIATION

I would like to take this opportunity to thank my fellow
directors and all the staff members for their hard work and

dedication during the year under review.

By Order of the Board

Rui Xiaowu

Chairman

Hong Kong, 24 March 2003



