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CHAIRMAN’S STATEMENT

The Board of Directors of China Aerospace International Holdings Limited (the “Company”)
hereby announces the audited results of the Company and its subsidiaries (together
hereinafter referred to as the “Group”) for the financial year ended 31 December 2003.

SUMMARY OF RESULTS

In 2003, the Group recorded a turnover of HK$1,239,633,000 (2002: HK$1,299,825,000),
representing a decrease of 4.6% as compared to the previous year. The gross profit rose
6.8% to HK$282,434,000 (2002: HK$264,327,000). The finance costs dropped by 18.7% as
compared to last year. The result reported a swing to a profit of HK$30,196,000, rebounding
from losses for five consecutive years.

BUSINESS REVIEW

In 2003, the business environment was full of challenges and chances. We had implemented
effective measures to strengthen market development. As a result of persistent efforts to
seek improvement, progress had been made in the areas of cost control, lowering of
finance costs, consolidation and restructure of research and development business and
resources, as well as the establishment of strategic partnership alliances.

Hi-tech Manufacturing Industries. In recent years, by means of technical innovations and
equipment renewals, the strengths of our manufacturing industries are elevated that
enabling our products to remain competitive and make room for development. The annual
turnover of the manufacturing industries in 2003 was HK$1,072,317,000 and the operating
profit was HK$71,738,000.

Satellite Application Business. In terms of digital TV business, our new-generation model,
DCR 3800 set-top box, with significant enhancement in capabilities, was awarded a Network
Access License by the State Administration of Radio, Film and TV. The product was launched
and received acclamation in Changzhou City, Jiangsu Province. Year 2003 witnessed a
steady growth in the number of subscribers of our DVB-C project in Changzhou City. The
Company’s R&D subsidiary, CASIL Science and Technology Development (Shenzhen)
Company Limited, was declared one of the two winners in a tender to supply set-top
boxes in cities such as Wenzhou and Zhaoxing, Zhejiang Province where China Cable
Broadcasting & Information Network Company is penetrating the DVB market.

Restructuring of R&D Business & Relevant Assets. The Company had undergone a re-
organization of structure, management system and related assets of digital TV business.
Upon the restructuring, China Aerospace New World Technology Limited becomes the
entity which oversees the operations of CASIL Science and Technology Development
(Shenzhen) Company Limited, as well as Jiangsu CASIL Broadcasting & Cable TV Network
Company Limited and China Cable & CASIL Information Technology Company Limited,
both of which are joint ventures of the Company. It would be a system integrator and
equipment supplier that vested with the special responsibil it ies of development,
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manufacturing, marketing and sale of digital TV and satellite application products. Apart
from this, the Group has formed an R&D Center in Shenzhen Hi-tech Industrial Park, which is
principally engaged in the research and development of satellite application and digital
broadcasting service. Through the above restructuring in business and resources, the target
and market positioning of digital TV business becomes clearer. Overall administrative
expenses had dropped while a strong competitive edge is maintained.

Forming of Strategic Alliance. The Company entered into a strategic alliance agreement in
October 2003 and a shareholders’ agreement in February 2004 with New World TMT Limited
in a move to jointly develop the digital TV markets in China through a joint venture company,
China Aerospace New World Technology Limited.

Disposal of Properties. Disposal of non-core assets is in line with one of the Group’s
established policies of business restructuring. In 2003, the Group successfully sold out certain
non-core assets locating in Hong Kong and China. Meanwhile, the vacancy rate of
remaining properties is reduced and the rental income is kept to be stable.

BUSINESS OUTLOOK

Looking forward to 2004, the Board is confident to the development of the Group’s various
businesses. The Group will continue to strengthen business development and internal
management, and to remain profitability. First of all, the Group will enhance technical
reform, make good use of our advantages, strengthen product quality and innovation,
develop those products with higher value-added value so as to sustain a steady growth of
our manufacturing industries and to create our global competitiveness. Furthermore, the
Group will actively develop new economic growth points in the business of satellite
application, such as set top box, in order to intensify product development and the ability
of batch production gradually. Meanwhile, the Group will further cooperate with strategic
partners so as to accelerate the promotion of digital TV business.

With the strong support of our major shareholder, China Aerospace Science & Technology
Corporation, in 2004, the Group will continue to put more efforts on corporate reform,
innovation and management. We will also persist in asset restructuring and business
development, nurturing and developing the research & development, manufacturing, sale
and service of chain business in relation to satellite application.

By order of the Board

Rui Xiaowu
Chairman

Hong Kong, 22 April 2004
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MANAGEMENT DISCUSSION AND ANALYSIS

In 2003, the Group continued to promote markets, conduct structural changes in business,
asset restructurings and strengthening management so as to reach the target of turning
loss into profits.

As at 31 December 2003, the total assets of the Group were HK$2,731,200,000. The total
liabilities were HK$1,827,709,000, of which the current and the non-current portion of bank
loans were HK$609,774,000 and HK$215,516,000, respectively. In terms of contingent liabilities,
there was HK$4,450,000 which was more or less the same to that of the end of 2002. As at
31 December 2003, the assets/liabilities ratio was 67% and the current ratio was 1.03, both
were similar to that of the end of 2002.

The source of funding of the Group mainly comes from its internal financial resources and
banking facilities. The Group’s cash on hand and cash at bank as at 31 December 2003
was HK$301,440,000, most of which was in HK dollars and the rest in RMB and US dollars.

CASIL Telecommunications Holdings Limited had issued a total of 40 million new shares in
September 2003 and the net proceed was about HK$11.4 million, and a total of 100 million
new shares in March 2004 and the net proceed was about HK$40 million. The shareholding
of the Company in CASIL Telecommunications Holdings Limited reduced from 51.22% to
44.16%.

A couple of the Group’s real estates and investments have been mortgaged to banks for
financing with interest calculated at prime rate, and their remaining terms by installment
varies from 3 to 10 years.

The Group now has more than 5,000 staff in the Mainland China and in Hong Kong. The
Group will further improve human resources management, enhance assessment quality
and reinforce internal supervision.
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MAJOR CUSTOMERS AND SUPPLIERS

For the year, the aggregate turnover attributable to the five largest customers of the
Group contributed less than 30% of the Group’s consolidated turnover, and the aggregate
purchases attributable to the five largest suppliers contributed less than 30% of the Group’s
total purchases.

DIRECTORS

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

Executive

Rui Xiaowu (Chairman)
Zhou Qingquan
Zhao Yuanchang
Wu Hongju
Guo Xianpeng (appointed on 15 January 2004)
Zhang Tao (resigned on 15 January 2004)

Non-executive

Lee Hung Sang (Independent Director)
Chan Ching Har, Eliza (Independent Director)
Chow Chan Lum, Charles (Independent Director)
Li Jinsheng
Xu Shilong
Chen Dingyi

Non-executive directors are appointed for a period up to their retirement by rotation at
the annual general meeting of the Company in accordance with the Company’s Articles
of Association.

Rui Xiaowu, Zhou Qingquan, Chan Ching Har, Eliza and Li Jinsheng retire by rotation in
accordance with Article 103(A) of the Company’s Articles of Association and, being eligible,
offer themselves for re-election.

Guo Xianpeng retires in accordance with Article 94 of the Company’s Articles of Association
and, being eligible offer himself for re-election.
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DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS IN SHARES

As at 31 December 2003, none of the directors, chief executives or their associates have
any beneficial, non-beneficial interests or short position in the share capital, warrants and
options of the Company or its subsidiaries or any of its associated corporations which is
required to be recorded in the Register of Directors’ Interests pursuant to Part XV of the
Securities & Futures Ordinance or as otherwise notified to the Company and The Stock
Exchange of Hong Kong Limited pursuant to the Model Code for Securities Transactions by
Directors of Listed Companies.

DIRECTORS’ SERVICE CONTRACTS

None of the directors has any service contract with the Company or any of its subsidiaries
not determinable by the employing company within one year without payment of
compensation, other than statutory compensation.

DIRECTORS’ INTERESTS IN CONTRACTS

No contracts of significance to which the Company or its subsidiaries was a 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.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES AND DEBENTURES

At no time during the year was the Company or its subsidiaries a party to any arrangements
to enable the directors or their spouses or children under 18 years of age to acquire
benefits by means of the acquisition of shares in, or debentures of, the Company or any
other body corporate.

CONNECTED TRANSACTIONS

During the year, the Group had the following connected transactions (as defined in the
Listing Rules):

Nature of transaction Amount
HK$’000

Rental and office expenses received from non wholly-owned subsidiaries
of the Company (note):

CASIL Telecommunications Holdings Limited and its subsidiaries 18
(“CASTEL Group”)

Note: The Group let certain properties and office equipment to CASTEL Group. The rental income
was comparable to rental charge on similar properties occupying by other tenants.
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CONNECTED TRANSACTIONS  (Continued)

Independent non-executive directors of the Company have reviewed the connected
transactions and confirmed that the above connected transactions have been entered
into by the Group in its ordinary and usual course of business and in accordance with its
pricing policy.

SUBSTANTIAL SHAREHOLDERS

At 31 December 2003, the register of substantial shareholders maintained by the Company
pursuant to Section 336 of the Securities and Futures Ordinance shows that the following
shareholders had notified the Company of relevant interests of 5% or more in the issued
share capital of the Company:

Number of Percentage of
ordinary shares issued share

held for capital of
Name of shareholder Capacity long positions the Company

China Aerospace Science & Held by a controlled 896,818,664 (note a) 41.86%
Technology Corporation corporation

Jetcote Investments Limited Beneficial owner 109,864,176 5.13%
Held by a controlled

corporation 786,954,488 (note b) 36.73%

896,818,664 41.86%
Sin King Enterprises Company Limited Beneficial owner 393,272,908 (note b) 18.36%
Burhill Company Limited Beneficial owner 393,681,580 (note b) 18.38%

Notes:

(a) These 896,818,664 shares are duplicated in the interests held by Jetcote Investments Limited, a
wholly-owned subsidiary of China Aerospace Science & Technology Corporation.

(b) These 393,272,908 shares held by Sin King Enterprises Company Limited and 393,681,580 shares
held by Burhill Company Limited are duplicated in the interests held by Jetcote Investments
Limited. Both companies are wholly-owned subsidiaries of Jetcote Investments Limited.

Other than as disclosed above, the Company has not been notified of any other relevant
interests or short positions in the issued share capital of the Company as at 31 December
2003.
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PRACTICE NOTE 19 OF THE LISTING RULES

A wholly-owned subsidiary of the Company had made an advance to an independent
third party (the “Company A”) in the past, in which the outstanding balance of the loan,
of HK$234,229,000, represented approximately 26% of the Group’s audited net assets as at
31 December 2003. The loan was secured by a piece of land and guaranteed personally
by the substantial shareholder and chairman of Company A. A court hearing is scheduled
in June 2004.

CORPORATE GOVERNANCE

The Company had complied throughout the year with those paragraphs of the Code of
Best Practice as set out in Appendix 14 of the Rules Governing the Listing of Securities on
The Stock Exchange of Hong Kong Limited, with which it is required to report compliance,
except that none of the non-executive directors of the Company has been appointed for
a specific term but are subject to retirement by rotation.

During 2003, the independent non-executive directors held certain meetings with the
management of the Company regularly and participated a meeting of working group to
review matters relating to financial statements, operations, general compliance and
substantial issues of the Group.

The Audit Committee of the Company currently has a membership comprising two
independent non-executive directors, Ms. Chan Ching Har, Eliza and Mr. Chow Chan Lum,
Charles, and a non-executive director, Mr. Xu Shilong. Mr. Chow Chan Lum, Charles had
been appointed as the Chairman of Audit Committee of the Company so as to comply
with the relevant rules of the amended Listing Rules. The Audit Committee had reviewed,
discussed and approved the annual financial report of the Company for the year ended
31 December 2003.

POST BALANCE SHEET EVENT

Details of a significant post balance sheet event are set out in note 37 to the financial
statements.

AUDITORS

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

By order of the Board

Rui Xiaowu
Chairman

Hong Kong, 22 April 2004
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CONSOLIDATED INCOME STATEMENT
For the year ended 31 December 2003

2003 2002
NOTES HK$’000 HK$’000

(As restated)

Turnover 4(a) 1,239,633 1,299,825
Cost of sales and services 4(b) (957,199) (1,035,498)

282,434 264,327
Other operating income 46,128 26,546
Distribution costs (45,115) (46,012)
Administrative expenses (195,994) (255,014)
Waiver of interest expense on other loans 36,273 –
Surplus (deficit) on revaluation of investment

properties 5,910 (68,431)
Allowance for amount due from an associate – (30,162)
Reversal of allowance (allowance) for

doubtful debts 4,262 (27,599)
Impairment loss recognised in respect of

property, plant and equipment (12,639) (35,365)
Impairment loss recognised in respect of

investments in securities – (23,708)
Impairment loss recognised in respect of

development costs – (3,000)

Profit (loss) from operations 6 121,259 (198,418)
Finance costs 8 (64,645) (79,578)
Share of results of associates 3,701 (6,236)
(Loss) gain on deemed disposal/disposal of

subsidiaries (28,331) 7,840
Gain on partial disposal of subsidiaries 238 –
Loss on disposal of an associate (78) (14,880)

Profit (loss) before taxation 32,144 (291,272)
Taxation 9 (5,432) (12,571)

Profit (loss) before minority interests 26,712 (303,843)
Minority interests 3,484 2,024

Net profit (loss) for the year 30,196 (301,819)

Earnings (loss) per share 10
Basic HK1.4¢ HK(14.1)¢
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BALANCE SHEETS
At 31 December 2003

THE GROUP THE COMPANY

2003 2002 2003 2002
NOTES HK$’000 HK$’000 HK$’000 HK$’000

(As restated)

Non-current assets
Property, plant and

equipment 11 719,664 811,241 92,729 110,695
Investment properties 12 199,545 208,405 – –
Development costs 13 – 7,551 – –
Technology licence right 14 – 33,930 – –
Interests in subsidiaries 15 – – 536,609 536,571
Interests in associates 16 121,814 91,519 22,221 23,002
Investments in securities 17 227,029 227,029 – –

1,268,052 1,379,675 651,559 670,268

Current assets
Inventories 18 116,414 211,484 – –
Trade and other

receivables 19 333,525 241,458 34,579 11,582
Loans receivable 20 635,588 653,737 – –
Amounts due from

subsidiaries – – 1,031,284 1,209,123
Amounts due from

associates 36 8,597 24,798 4,032 5,905
Taxation recoverable 177 521 – –
Pledged bank deposits 21 67,407 78,573 – –
Bank balances and cash 301,440 290,504 107,366 80,789

1,463,148 1,501,075 1,177,261 1,307,399

Current liabilities
Trade and other payables 22 640,325 603,783 117,960 157,165
Amounts due to subsidiaries – – 168,846 123,162
Amounts due to associates 36 38,014 22,723 20,569 14,327
Taxation payable 12,965 14,168 80 80
Obligations under

finance leases
– amount due within

one year 23 5,114 3,137 – –
Bank loans and overdrafts 24 604,660 693,269 302,122 340,295
Other loans 25 116,449 – – –

1,417,527 1,337,080 609,577 635,029

Net current assets 45,621 163,995 567,684 672,370

Total assets less
current liabilities 1,313,673 1,543,670 1,219,243 1,342,638




