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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 2004 is summarized in the following paragraphs.

RESULTS SUMMARY

For the year ended 31 December 2004, as compared to the last year,
the Group's turnover was increased by 2.8% to HK$148 million and
profit for the year was increased by approximately 142% to HK$5.37

million respectively.

BUSINESS REVIEW AND PROSPECTS

During the year the Group had continuously concentrated resources
on broadband wireless communication technology and its
application. The Group had fully fostered and supported Broadband
Wireless Communication Business, Intelligent Transportation System
Business, Video Conferencing System Business and Communication
Products Business, resulting in the lucrative Broadband Wireless
Communication Business amounting to approximately 67% of the
Group's total turnover that the Group'’s profit during the year was
significantly increased by 142% as compared to its increase in its
total turnover for the year by 2.8%, by effective means of exploring

new markets, applying cost control and expense cutting.

The Group was, after appraisal in 2004, ranked in the 500 enterprises
with the fast innovation and growing technology in the Asia Pacific

Region by Deloitte Touche Tohmatsu.
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Broadband Wireless Communication Business

The Group'’s products of broadband wireless access systems had
been continuously selected as network construction equipment by
large operators and internet service provider (ISP) during the year,
such as China Telecom, China Netcom, China Unicom, China Mobile,
China Railcom and CETC Communications. Business orders had been
placed in the region of Greater China, such as Beijing, Shanghai,
Guangdong, Jiangsu, Henan, Jiangxi, Sichuan, Guizhou, Yunnan,

Gansu, Qinghai, Hong Kong, Macau and Taiwan.

The Group’s CB-ACCESS broadband wireless access system and its
successfully self-developed CB-MUX series product, used for voice
and data comprehensive assessing, had been launched, installed and
operated in a commercially influential scale. In terms of commercially
reliable applications, good functionality and economic price, those
products had maintained a clear competitive edge in the

communication market.

In order to adapt to highly competitive conditions, the Group had
planned and instituted effective measures as follows: strengthening
the popularity of broadband wireless products and enhancing the
acceptability of sales service in overall together with adequate
adjustment in the pricing policy in order to consolidate and maintain
its market share; actively forming a win-win cooperation with some
innovative organizations, with the objectives of mutual benefits and
development, to broaden the Group’s broadband wireless
communication product chain and to continuously launch new
products to the communication market; attracting strategic partners
to establish a highly autonomous research centre, via self-owned
intellectual properties, to quicken the launch of newly self-developed
products to the market.

CASIL Telecommunications Holdings Limited
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Intelligent Transportation System Business

The Group had, during the year, utilized two types of self-developed
product, namely, the mobile control unit based on GSM/GPRS
communication network and the software of vehicle despatching and
control system based on internet-related operation centres,
providing the total solutions as well as operation services to the
public.

The Group had, on the schedule, actualized the agreed projects of
China General Administration of Customs like IC card management
system, electronic guardrail system and GPS vehicle control

throughout Customs in China.

In order for product segmentation to provide tailor-made services,
the Group would, under the brand name HangTianQiHua, provide
the mobile vehicle monitoring and despatching services to the target
clientele of taxi and rented vehicle in the region of Beijing and
Tangshan. The Group would also, under the band name SpaceiNet,
serve the target clientele of privately owned vehicles in the region of
Shanghai, Shenzhen and Hong Kong.

Video Conferencing System Business

The Group's Video Conferencing System Business had, during the
year, launched new products based on MPEG4 technique, together
with existing MPEG2 video conferencing system, which constituted
MPEG2/MPEG4 dual-mode system to fulfil different requirements of
end-users and the product chain of video conferencing systems. The
Group will continuously consolidate the existing market foundation

and aggressively promote the specialized system concurrently.
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Communication Products Business

In terms of strict quality control and in time delivery, the Group had,
during the year, finished the clients’ orders smoothly so as to maintain
good working relationship with oversea buyers and to achieve the

prescribed business indicators.

In order to fit for better development in the future and to enhance
the Group's profile in a position to be the representative of China
Aerospace Science and Technology Corporation in Hong Kong, which
is the ultimate shareholder of the Company, the Group had deployed
itself into two parts: the Principal Place of Business was located in
Central Plaza while its R & D component was shifted to Hong Kong
Science Park. The reason why the Group disposed its old Principal
Place of Business was to reallocate net proceeds generated from
this disposal to better opportunities with higher returns and to have
a fair asset management. The new profile of the Group will be
appeared in Hong Kong after the change of Principal Place of
Business and deployment in practice during the year.

Human Resources and Remuneration Policy

As at 31 December 2004, the Group has 46 employees (2003: 38
employees) in the Hong Kong head office and 260 employees (2003:
231 employees) in the China Mainland offices. Remuneration of
employees is determined by individual employee’s performance and
the prevailing trends in different areas and reviewed on an annual
basis. The Group also provides Mandatory Provident Fund 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.

CASIL Telecommunications Holdings Limited
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FINANCIAL REVIEW
Liquidity and Financial Resources

Total borrowings of the Group as at 31 December 2004 was
HK$99,189,000 (2003: HK$101,328,000), of which HK$52,789,000
(2003: HK$50,800,000) was fixed-rate borrowings and the remaining
was floating-rate. All borrowings of the Group were determined at
market interest rate. The Group has not issued any financial
instruments for hedging or other purposes.

Gearing ratio (total borrowings over shareholders’ equity) at the year
end was 55% (2003: 75%).

Pledge of Assets

As at 31 December 2004, certain assets of the Group of
HK$11,927,000 (2003: HK$31,020,000) have been pledged to secure
borrowings from banks and financial institutions.

Exchange and Other Exposures

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

The Group did not have any contingent liabilities at the year end.
Appreciation

| 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




