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The directors present their annual report and the audited financial
statements for the year ended 31 December 2004.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding and the
activities of its principal subsidiaries and associates are set out in note

36 to the financial statements.

REORGANISATION

On 22 January 2005, China Aerospace International Holdings Limited
("CASIL") and China Academy of Launch Vehicle Technology Limited
("CALT") entered into a Sale and Purchase Agreement for the
purposes of effecting the group reorganisation (the “Sale and
Purchase Agreement”). Pursuant to the Sale and Purchase
Agreement, for an aggregate cash consideration of HK$143,758,081,
CASIL agreed to sell, and CALT agreed to purchase, CASIL's entire
100% equity interest in and the entire shareholder’s loan due from
Astrotech Group Limited, which, in turn, holds 449,244,000 ordinary
shares (representing approximately 44.17% equity interest) in the
Company. Upon completion of the Sale and Purchase Agreement
which had taken place on 15 March 2005, CASIL will no longer hold

any direct or indirect equity interest in the Company.

Details of the transaction were set out in an announcement made by
the Company on 24 January 2005.

RESULTS

The results of the Group for the year ended 31 December 2004 are

set out in the consolidated income statement on page 26.

The directors do not recommend the payment of a dividend, and

propose that the profit for the year be retained.

PROPERTY, PLANT AND EQUIPMENT

Movements in property, plant and equipment of the Group and the
Company during the year are set out in note 12 to the financial

statements.
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SHARE CAPITAL

Movements in the share capital of the Company during the year are

set out in note 24 to the financial statements.

PURCHASE, SALE OR REDEMPTION OF SHARES

Neither the Company nor any of its subsidiaries purchased, sold or

redeemed any of the Company'’s listed securities during the year.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company’s
Articles of Association or the laws in the Cayman Islands, which would
oblige the Company to offer new shares on a pro-rata basis to

existing shareholders.

SHARE OPTION SCHEME

Details of the share option schemes of the Company and the former
ultimate holding company, China Aerospace International Holdings
Limited ("CASIL") are set out in note 25 to the financial statements.
No options were granted or exercised during the year under the
schemes nor outstanding in both years ended 31 December 2003
and 31 December 2004.

DIRECTORS
The directors during the year and up to the date of this report are:

Executive

Rui Xiaowu

(Chairman)
Wang Xiaodong

(Vice-chairman and Managing Director)
Zhou Xiaoyun
Han Jiang
Guo Xianpeng (appointed on 15 January 2004)
Xu Jian Hua (appointed on 11 March 2004)
Zhang Tao (resigned on 15 January 2004)

Non-executive

Ma Yucheng

CASIL Telecommunications Holdings Limited
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Independent Non-executive

Zhu Shixiong
Moh Kwen Yung
Yiu Ying Wai

(appointed on 30 September 2004)
Wong Fai, Philip

(appointed on 30 September 2004)
Sit Kien Ping, Peter

(resigned on 30 September 2004)
Lau Tit Shing

(resigned on 1 November 2004)

The term of office of the non-executive director and each of the
independent non-executive director is from the date they were last
elected to the date of their retirement by rotation in accordance
with the Company'’s Articles of Association.

Messrs. Yiu Ying Wai and Wong Fai, Philip shall retire by rotation at
the close of the forthcoming annual general meeting in accordance
with Article 99 of the Company's Articles of Association and, being
eligible, offers themselves for re-election.

Messrs. Zhou Xiaoyun and Ma Yucheng shall retire by rotation at the
close of the forthcoming annual general meeting in accordance with
Article 116 of the Company’s Articles of Association and, being
eligible, offer themselves for re-election.

DIRECTORS’ SERVICE CONTRACTS

None of the directors proposed for re-election at the forthcoming
annual general meeting has a service contract with the Company or
any of its subsidiaries, which is not determinable by the employing
company within one year without payment of compensation, other

than statutory compensation.
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DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS AND
SHORT POSITIONS IN SHARES, UNDERLYING SHARES AND
DEBENTURES

As at 31 December 2004, none of the directors and chief executives
of the Company or their respective associates had any interest or
short positions in the shares, underlying shares and debentures of
the Company and its associated corporations (within the meaning of
Part XV of the Securities and Future Ordinance (the “SFO")) which
are required to be notified to the Company and The Stock Exchange
of Hong Kong Limited (the “Stock Exchange”) pursuant to Divisions
7 and 8 of Part XV of the SFO (including interests and short positions
which they are taken or deemed to have under such provisions of
SFO), or to be recorded in the register required to be maintained
pursuant to Section 352 of the SFO, or otherwise to be notified to
the Company or the Stock Exchange pursuant to the Model Code
for Securities Transaction by Directors of Listed Companies in the
Rules Governing the Listing of Securities on the Stock Exchange (the

“Listing Rules”).

ARRANGEMENTS TO PURCHASE SHARES OR
DEBENTURES

Other than the share option scheme of the Company and CASIL, at
no time during the year was the Company, or any of its subsidiaries,
its holding companies or its fellow subsidiaries a party to any
arrangements to enable the directors to acquire benefits by means
of the acquisition of shares in, or debentures of, the Company or any

other body corporate.

DIRECTORS’ INTERESTS IN CONTRACTS

No contracts of significance to which the Company, or any of its
subsidiaries, its holding companies or its fellow subsidiaries was party
and in which a director of the Company had a material interest, either
directly or indirectly, subsisted at the end of the year or at any time
during the year.

CASIL Telecommunications Holdings Limited
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Fran » MARDBRMKREEERDEEELIEN  the Company, the parties (other than a director or chief executive of

AATRBZBEFRAERGIZFEIEHREFEZ  the Company) who have interests and short positions in the shares

BEMeERZR AR Z AL (RATESHITH  and underlying shares of the Company as recorded in the register

BERRIM WO - required to be kept by the Company pursuant to Section 336 of the
SFO were as follows:

BREESL
&8 515 & E Percentage of
Name Capacity Number of shares shareholding
(HtaE1)
(Note 1)
FEMABREERQT BEEZESNAER B2 449,244,000 (L) 44.17%
China Aerospace Science & Held by a controlled corporation
Technology Corporation (Note 2)
("CASC")
20
MARBEBREEERAF BEZERARES (F:E3) 449,244,000 (L) 44.17%
China Aerospace International ~ Held by a controlled corporation
Holdings Limited (“CASIL") (Note 3)
Astrotech BEREBEA 449,244,000 (L) 44.17%
Beneficial owner
Htat - Notes:
1. [LIERRZBRHOER ° 1. The letter “L” denotes the shareholder’s long position in the shares.

2. CASCH R R HEH 449,244,000 R 1% - REAER 2. CASC is deemed to be interested in 449,244,000 shares as it holds approximately
BCASILA41.86%E BITIRA © 41.86% of the issued share capital of CASIL.

ox AstrotechJICASILZ 2 EMBAR - CASILAMm#HR 3. Astrotech is a wholly owned subsidiary of CASIL. Accordingly, CASIL is deemed
R EE AstrotechFTiS B 2 2 H R © to be interested in all the shares held by Astrotech.
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MAJOR CUSTOMERS AND SUPPLIERS

For the year ended 31 December 2004, turnover attributable to the
five largest customers of the Group accounted for approximately
67.0% of the Group's turnover and turnover attributable to the
Group's largest customer accounted for approximately 18.7% of the
Group's turnover.

For the year ended 31 December 2004, purchases attributable to
the five largest suppliers of the Group accounted for approximately
84.9% of the Group's purchases and purchases attributable to the
Group's largest supplier accounted for approximately 51.5% of the
Group's purchases.

None of the directors, their associates or, to the best knowledge of
the directors, any shareholder who owns more than 5% of the
Company's issued share capital had any interests in the above five
largest customers or suppliers.

CONNECTED TRANSACTIONS

For the year ended 31 December 2004, the Group had the following
connected transactions:

The Group occupied certain office space on 21 Floor, Concordia
Plaza, 1 Science Museum Road, Tsimshatsui East, Kowloon, Hong
Kong, which is owned by CASIL. The rental expenses and
management fees paid by the Group amounted to HK$9,775.

The independent non-executive directors have reviewed and
confirmed that:

(a) the above connected transactions have been entered into by
the Group in the ordinary and usual course of business;
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(b) the above connected transactions have been entered into on
normal commercial terms and on an arm’s length basis, and
where there is an agreement governing such transactions, such
transactions have been carried out in accordance with the terms
of the agreements governing such transactions, or if there is
no such agreement, the transactions have been entered into
on terms no less favourable than terms available to or from

independent third parties;

(c) the above transactions have been entered into on terms that
are fair and reasonable as far as the shareholders are

concerned; and

(d) the total value of the respective transactions did not exceed
the respective maximum amount as specified by the Stock

Exchange.

SUFFICIENT OF PUBLIC FLOAT

The Company has maintained a sufficient public float throughout
the year ended 31 December 2004.

CORPORATE GOVERNANCE

The Company has complied throughout the year ended 31
December 2004 with the Code of Best Practice as set out in Appendix
14 to The Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (the “Listing Rules”) except that
the independent non-executive directors were not appointed for a
specific term as set out in Appendix 14 of the Listing Rules but are
subject to retirement by rotation and re-election at annual general
meetings in accordance with the Articles of Association of the
Company.

The Company had adopted a code of conduct regarding securities
transactions by directors on terms no less exacting than the required
standard set out in Appendix 10 to the Listing Rules (the “Model
Code"”). Having made specific enquiry of all directors, all directors
confirmed they have complied with the required standard set out in
the Mode Code and the code of conduct regarding securities
transactions by directors adopted by the Company.
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The Company has received, from each of the independent non-
executive directors, an annual confirmation of his independence
pursuant to rule 3.13 of the Listing Rules. The Company considers all
of the independent non-executive directors are independent.

POST BALANCE SHEET EVENT

Details of significant event occurring after the balance sheet date
are set out in note 35 to the financial statement.

AUDITORS

A resolution will be submitted to the annual general meeting to re-
appoint Messrs. Deloitte Touche Tohmatsu as auditors of the
Company.

On behalf of the Board
Rui Xiaowu
Chairman

Hong Kong, 30 March 2005




