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The Group are now on the leading position in the research

and development of several new technologies such as 3G,
FMC/WiFi, mobile handset with TV function and GPS.

REF I ALIERT S 1l B9 R 40 3G + FMC/WiFT
Zii (GPS) FHEBE RSB SEHE(T -

ERFHLEL



Management’s Discussion and Analysis
BIBE T AT

For the year ended 31 December 2006, the Group’s revenue increased by BHE_ZTEZXRF+_A=+—HLFE &

25.71% to HK$3,418.9 million (2005: HK$2,719.6 million) as compared & B Y A 3#E3,418,900,0008 T ( —EZE R

with that of the year 2005. The increase was due to the strong growth in 1 2,719,600,0008 L) BM-_EFEERFER

the sales of handset design solutions (full handsets and in SKD/CKD form) 25.71% ° IRV AR FREBAATR

and wireless communication module solutions, despite the decrease in (BN AFERARENS T HETH)

the revenue of the sales of LCD modules. AR S i s iR R AR R 7 R AV IH B IR IR R S
FEt - MERANREBETEROEER TEM
BRI -

Driven by the Group’s marketing and operating strategies to gain market EASE RIS TIHMA B A5 &R
share and maximise the profit of the Group, the gross profit of the Group FRERR T IS B A S RBEAHEE T - AEE

increased by 13.83% to HK$504.0 million (2005: HK$442.7 million) for ZEETXFEHEFE504,000,0008 T (ZZFZ
the year 2006 as compared with that of 2005. The gross profit margin of AF 1 442,700,00087L) BR_ZEZTRFLH
the Group dropped to 14.74% (2005: 16.28%). 13.83% ° REEHERENETREE 14.74%

(ZZZTRHF : 16.28%) °

RANKERERA zgEaFsyg 11



Management's Discussion and Analysis
BEENwR AT

TETRFREMTFREEEBENEILT

E383%(ZTERF : 543%) + @FIZ=A

RN 1091% (ZFZTAHF 1 1069%) - R =
,']L TTRFE - AEESE AR R EL ST

72,900,000/ 7L(ZFERF : 290,700,000/
) =TT RFR2828% o ZTETNF
SRREABFIZFHER12.20% & 24 871
ZETRF: 22.18() -

e ol |
L o]

a FII

At

RZZTERF - NEEBERENBEFEE
SRR RN o —TE NF R MR
EIBEGIBA(ZTZTRF : 580 A) © %
K BAE B £76,000,0008 TL( —EERF :
79,600,000/87T) * (h AR SEEEERAN T DL
TREE222% (ZTZTHF : 293%) °

The net operating expenses for the year 2006 decreased to 3.83%
(2005: 5.43%) of the revenue and the net profit margin was maintained
at 10.91% (2005: 10.69%). The Group achieved a profit attributable to
equity holders of the Company of HK$372.9 million (2005: HK$290.7
million) for the year 2006, representing a growth of 28.28% as compared
with that of 2005. The basic earnings per share for the year 2006
increased by 12.22% year-on-year to HK24.8 cents (2005: HK22.1

cents).

In 2006, the Group continued to invest in the development of mobile

handset design solutions. The number of design and development
team members increased to 638 (2005: 580) in 2006. The research
and development expenses, which amounted to HK$76 million (2005:
HK$79.6 million) and reduced to 2.22% (2005: 2.93%) of the Group'’s

revenue.
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In 2006, the selling and distribution costs increased by 17.5% to HK$50
million (2005: HK$42.6 million) resulting from the Group’s expanded
operations. The ratio of the selling and distribution costs over revenue
improved to 1.46% (2005: 1.57%).

In 2006, the Group's administrative expenses was HK$77.1 million
(2005: HK$74.8 million) and the ratio over revenue was improved to
2.26% (2005: 2.75%). The increase was mainly due to the granting of
the post initial public offering share options and additional share-based

payment which was recognised as expense during 2006.

Management's Discussion and Analysis
BEEN RN

RZZETRF - HERDEXA LA 175%ZE
50,000,000#7C( ZFZTH4F: 42,600,000
TO)  DEAREEEBREFTE - HE R H
BRAMERAMBE S LR EE146% (Z 2T H
&F 1 1.57%) °

RZFERNF AEENTHHEAIAS
77,100,000/8 7T (= FZ A4 : 74,800,0007%
7T AERARBE DL EE2.26% (ZFFhH
F:275%) BMMRREBRFELEERD
B2 B 1R RB R A I BB SNA R AR BERER 15X
RZFTAENERBFAX °

RANBEERRAE —FEFFH
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Segment results DREE

Year 2006 Year 2005
= —TTRF

Sale of handset design HEFHIFHRARR

solutions (in SKD/ (B AR AR

CKD form) B BETH) 2,161.8 7,449 320.6 14.83% 14844 4245 2835 19.10%
Sale of complete mobile SHE TRBE T

handsets 16.5 20 3.0 18.18% 261.4 325 514 19.67%
Sales of LCD modules HERBBETERREM

and others 6904 5,634 52.2 7.56% 752.3 4,443 709 9.43%
Sale of wireless SHEERBER

communication ERAR

module solutions 550.2 2,572 128.2 23.30% 2215 992 369 16.67%
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Complete mobile handsets and handset design solutions
(in SKD/CKD form)
Capitalising on the continuous increasing demands in the China mobile

handsets market, the revenue for the complete mobile handsets and
handset design solutions (in SKD/CKD form) for the year 2006 increased
by 24.77% to HK$2,178.3 million (2005: HK$1,745.8 million) as
compared with that of 2005. The Group launched 269 handset models
and 29 handset platforms in 2006. On the other hand, under the pricing
pressure in 2006 in the handsets industry, the gross profit ratio in 2006
dropped to 14.85% (2005: 19.18%).

LCD modules and others

In 2006, the sales quantity in this segment increased by 26.81% year-
on-year to 5.6 million units. The Group changed the product mix from flip
phone dual display to bar phone single display. Due to pricing pressure,
the average selling price of the LCD modules dropped by 27.22% as
compared with that of 2005. As a result, the revenue for this segment
decreased 8.23% to HK$690.4 million (2005: HK$752.3 million).

TEBBFURFRITHERASIR (KR EE
?«'—iﬁiﬁﬂiéﬁﬁ/ MEZH)

EE"*IE’J%’?E)J?’%W* EREERER
TERFETEREF MR FHRET AR
( Z*U%Hﬁ%ﬁkiﬂz%ﬁ#/iﬂz%%#)mu&)\
BT RFEN24.77% = 2,178,300,0007%5
FE(ZZZTFHE ¢ 1,745,800,00078 70 ) » AN
BN T TN FHEH 260 78 F A SR F1 29 &
FHTE - Z—HHE ERREEFEIENT
BITEBRENT  —ET EFLTFRTRE
14.85% (ZZFZAF : 19.18%) °

RRBERERR

REZBTRFE  ZEBHENHERFNG
£26.81% £ 5,600,0001F - AEBGERAS
HBEXTFENEBERRERERTFHEOER
R ARNEREN - RRBEMEEHTISE
BEEFTHK27.22% © Bt - ANEHEH I
I ASR 4> 8.23% 2 690,400,000 T (T FH
F : 752,300,000787C) °

RANBREEERAR —FEFFHR
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Wireless communication module solutions

Driven by the significant growth in the wireless communication demands
in the rural areas of China and the success in cost reduction, the Group
recorded an impressive result for the sales of wireless communication
module solutions in 2006. The revenue and sales quantity increased
substantially by 148.4% and 159.27% respectively as compared with
that of 2005. Under the Group’ cost control program, the gross profit ratio
greatly improved to 23.3% (2005: 16.67%) and the gross profit increased
significantly by 247.43% as compared to that of 2005.

USE OF PROCEEDS OF THE GLOBAL OFFERING
The Company issued 375 million shares at HK$1.7 per share in its global

public offering in June 2005. The net proceeds after deducting the

relevant expenses was approximately HK$598.2 million.

During the year 2006, The Group utilised the above said proceeds of
HK$37.8 million for the development of the latest mobile handset design
solutions; HK$77.1 million for the development of the new chipset
technology platforms; HK$42.5 million for the operation of the new LCD
panel back-end production and assembly line; and HK$13.3 million for

the establishment of the new design and development centre.

BRBMAERAR S R

EPBENE FRRAT KRB RNES
T IR E IR T AN BIRR A - AR
SEEESBNERBATRENEENR ST
FHEHES WARBEL —TTRF
D RIKIE EFH148.4% K 159.27%  TE AR £
B AESIFHEIT - EFE KB LEAE23.3%
(ZZZRHF 1 1667%) ' EFR=_ZZTHF
FEIEIN247 .43% -

2RBEMBREAE

RAARR-_EERFENFETZEHBRMNEE
- B8R 1.70/87T817375,000,000/% © 1S
SRIBFRE R HEREE & A 18 494 598,200,000 7T °

RZTERF - AEEDRIEA LS HRIE
# 37,800,000 8 LA B H BB FHEEE A
£ 5 77,100,000 7 7T i B A A BT S =
42,500,000 B 7T & 1B #28 R MBS M EE
T A AR ¢+ DA 13,300,00078 7T 8 3 #2851 K
R ©
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The balances of the proceeds have been placed in banks as short-term
deposits as at 31 December 2006.

LIQUIDITY, FINANCIAL RESOURCES AND
CAPITAL STRUCTURE

The financial position of the Group remains strong and healthy. As at
31 December 2006, the Group had bank balances of HK$822.7 million
(2005: HK$579.9 million), of which 78.16% was held in Renminbi,
21.24% was held in United States (“US”) dollars and the remaining
balance was held in Hong Kong dollars. The bank balances are expected
to finance the Group’s working capital and capital expenditure plans in

developing new technologies for mobile handsets.

As at 31 December 2006, the Group had no bank borrowings (2005:
HK$9.6 million). The Group’s inventory turnover, trade receivables
together with notes and bills receivable turnover and trade payables
turnover period were decreased to 54 days, 19 days and 61 days (2005:
57 days, 26 days and 54 days respectively) respectively in 2006. The
turnover periods are consistent with the respective policies of the Group
on credit terms granted to customers and credit terms obtained from

suppliers.
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After reviewing the current financial position based on the Group’s
finance policy, the management of the Group considered that it was not
necessary to use any financial instrument for hedging purpose nor adopt

any particular hedging policy.

As at 31 December 2006, the Company had an issued capital comprising
1,508,326,000 ordinary shares of HK$0.10 each.

CASH FLOW DATA

RIREARE 2 BE BB RA M BMRR
% AEEEEERSEFEREINERITA

YRS R SR AR (R {45 2 SRR o

RZEERF+_A=+—H  ARAE#T
A% 7K 8,4 1,508,326,000 A% & I EfE 0.10 78 7T
2 & e

RERng8E

Net cash inflow from operating activities ETRENIR S MAFER
KREEER S ML FE
Eﬂﬁfﬁ@jfﬁﬁ(ulbﬁ ) //lb)\/?%ﬁ

Net cash outflow from investing activities

Net cash (outflow) inflow from financing activities

751,765 217,188
(213,622) (72,942)
(314,424) 231,938

The Group’s net increases in cash and cash equivalents for the year 2006
were primarily attributable to the cash inflows from operating activities,
offset by the purchases of fixed and intangible assets, the payment of year
2005 final and year 2006 interim dividends.

Due to the increase in operating profit under the continuous sales
growth in 2006, there was a net cash inflow from operating activities of

approximately HK$751.8 million.

The net cash outflow from investing activities in 2006 was mainly due to
the acquisitions of fixed assets and intangible assets for the development

of the latest mobile handset design solutions.

The net cash outflow from financing activities in 2006 was mainly due to

the payment of year 2005 final and year 2006 interim dividend.

R-ZERE  AREZREMREEEER
BINFEIERELLEHZRHERA - EX
BEETRELEENXN _SZRFRER
—ETRFER BT

HR-ETANFHERBRERTHLLR
MEF REEHBEFSHERAFER
751,800,000 7T ©

—EERFEAREEHRSADFE T2
HREEETEERENEENRERFEH
FHEBETHRME -

ZEERXR \E Q ﬂﬁ/ﬁiﬂ@iﬂ’]fﬁ%mbﬁégﬁ

,Hﬂﬂ’i% °
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Management's Discussion and Analysis
BB R RO

As at 31 December 2006, the total assets value of the Group was
HK$1,833.9 million (2005: HK$1,461.9 million) and there was no bank
borrowings (2005: HK$9.6 million). The gearing ratio of the Group,
calculated as total bank borrowings over total assets, was 0% (2005:
0.66%).

As at 31 December 2006, the Group had 1,903 (2005: 1,971)
employees. The Group operates a Defined Contribution Mandatory
Provident Fund retirement benefits scheme for all its employees in Hong
Kong, and provides its PRC employees with welfare schemes as required
by the applicable laws and regulations of the PRC. The Group also
offers discretionary bonuses to its employees by reference to individual
performance and the performance of the Group. Total staff costs incurred
by the Group amounted to HK$180.7 million (2005: HK$124.3 million)
during the year 2006.

The Board believes that the Group’s employees are among the most
valuable assets of the Group and have contributed to the success of the

Group. The Group provides in-house training for its employees to enhance

their knowledge in relation to their jobs.

MN-ZEZXE+-_A=1+—R0 K&EHZE
7= #8 {H 75 1,833,900,0008 L ( Z T T HF :
1,461,900,000/%70) » AW EBITEE(ZF
TR 9,600,00087T) - KEBMA B R
(REBITEELBERINEEREE) 0% (=
TZTARF  0.66%)

BE-_ZZXRE+-_A=+—8 KEEHE
1903% (ZETRF 1,971 %) RE - &%
EAHAMBESEER L —HATHER &
MABSRNGTE - WAREBTEBEAZEER
ROz REMHEEEIRMBFEE - AEE
TR ES ERIRBE L AEE 2 KRB MESR
MEETELL - RZTTNF  AEEEE 2B
8 T Ak A A180,700,0008 L ( — T T H4F :
124,300,0007%87T) °

ERGIAG  AREATATEEREREE
Bz WAKEEZRNENLER - AKE
1848 B T A 5 2 BER G PVEBE - DURTHR
% 7 it 03 -
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The emolument policies of the Group are set out in page 39 of this report.

The Company has adopted share option schemes. A summary of the
principal terms and conditions of the share option schemes are set out in
note 30 to the financial statements.

The Directors believe that the risk of exposure of the Group to foreign
exchange is mitigated since most of the sales of the Group are
denominated in Renminbi and most of the purchases of inventories are

denominated in US dollars.

On the other hand, with the introduction of a more elastic exchange rate
regime for Renminbi, the Renminbi exchange rate movements might
denominated become more volatile, creating an uncertainty effect on
the Group’s business. Furthermore, certain trade receivables and bank
balances are denominated in US dollars, therefore exposing the Group
to US dollars currency risk. The Group does not have a foreign currency
headging policy but will continue to monitor any further changes in
Renminbi’s exchange rate and would proactively take measures to
minimise any adverse impact that fluctuations of exchange rates might

have on the Group.

As at 31 December 2006, the Group did not have any material contingent

liabilities.

Management's Discussion and Analysis
ERENRR DN

REEZ HINBR BN ANERFE 9 A -

ARARERMBRAE S - BAERT 82 155K
R B2 B B 5 R M RE 30

HRAEERI D HERGAARBHEE
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CARE FOR OUR FUTURE

“An enterprise cannot develop itself well without support from the
society. Therefore, it is the enterprise’s unshirkable responsibility to make
contributions to the society. We are aware that our ability in this regard
is quite limited, but | am confident that the world will become more
wonderful if we try our best and discharge our own duties with heart and
soul”.

—Mr Wong

“In addition to material wealth, Sunrise people should also have more

spiritual wealth. | hope there will be more people who assent to the charity
culture and put it into practice. Let's work together to make our future
more and more wonderful and harmonious.”

— Mrs Wong

Sunrise people
An organisation establishes and funds by the employees of the Group for

charity purpose.

Hope primary schools
Since 2002, Sunrise people has donated a total of RMB6 million to
Wanzai County, Jiangsu Province, which were used to build 22 primary

schools with a total floor area of 18,600 square meter.

Sunrise project
From 2002 to now, more than 78 students have left the poverty-stricken
areas and studied on the university campus, where they can broaden

their mind horizons.

Encouragement and recognition

Sunrise people was award the China Philanthropy Outstanding
Contribution Award by the China Charity Federation and was
nominated for the China Charity Award by the Ministry of Civil Affairs
in acknowledgement of its charity spirit. Sunrise people will continue to

make donations to bring a colorful future to more people.
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