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The Company was incorporated in Bermuda as a limited
company under the Companies Act 1981 of Bermuda (as
amended) with limited liability. Its ultimate holding company
is Info Dynasty Group Limited (“Info Dynasty”), a company
incorporated in the British Virgin Islands (“BVI"). The
addresses of the registered office and principal place of
business of the Company are disclosed in the introduction to
the annual report.

The functional currency of the Company is Renminbi. The
consolidated financial statements are presented in Hong Kong
dollar, as the directors consider that it is more appropriate
presentation for a company listed in Hong Kong and for the
convenience of the shareholders.

The Company is an investment holding company. The
principal activities of its subsidiaries are the manufacturing,
design and development and sales of liquid crystal display
(“LCD") modules, complete mobile handsets, handsets
design solutions (in Semi Knock-Down (“SKD”)/Complete
Knock-Down (“CKD”) form), and wireless communication
module solutions.

In the current year, the Group has applied, for the first
time, a number of new International Accounting Standards
(“IASs”), IFRSs, amendments and interpretations (hereinafter
collectively referred to as “new IFRSs”) issued by the
International Accounting Standards Board (“IASB”) and the
International Financial Reporting Interpretations Committee
(“IFRIC”) of the IASB that are effective for accounting periods
beginning on or after 1 December 2005 or 1 January 2006.
The adoption of the new IFRSs had no material effect on
how the results and financial position for the current or prior
accounting periods have been prepared and presented.
Accordingly, no prior period adjustment has been required.
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The Group has not early applied the following new standards,
amendment and interpretations that were issued but are not
yet effective. The directors of the Company anticipate that
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The consolidated financial statements have been prepared
in accordance with IFRSs. In addition, the consolidated
financial statements include applicable disclosures required
by the Rules Governing the Listing of Securities on the Stock
Exchange of Hong Kong Limited and by the Hong Kong
Companies Ordinance.

The consolidated financial statements have been prepared on
the historical cost basis.

Basis of consolidation

The consolidated financial statements incorporate the
financial statements of the Company and its subsidiaries.
Control is achieved where the Company has the power to
govern the financial and operating policies of an entity so as
to obtain benefits from its activities.

The results of subsidiaries acquired or disposed of during the
year are included in the consolidated income statement from
the effective date of acquisition or up to the effective date of
disposal, as appropriate.

Where necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting policies in
line with those used by other members of the Group.

All intra-group transactions, balances, income and expenses
are eliminated on consolidation.

Minority interests in the net assets of consolidated
subsidiaries are presented separately from the Group’s equity
therein. Minority interests in the net assets consist of the
amount of those interests at the date of the original business
combination and the minority’s share of changes in equity
since the date of the combination. Losses applicable to the
minority in excess of the minority’s interest in the subsidiary’s
equity are allocated against the interests of the Group except
to the extent that the minority has a binding obligation and is
able to make an additional investment to cover the losses.
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Revenue recognition

Revenue is measured at the fair value of the consideration
received or receivable and represents amounts receivable for
goods sold in the normal course of business, net of discounts
and sales related taxes.

Sales of goods are recognised when goods are delivered and
title has passed.

Interest income is accrued on a time basis, by reference to
the principal outstanding and at the effective interest rate
applicable, which is the rate that exactly discounts estimated
future cash receipts through the expected life of the financial
asset to that asset’s net carrying amount.

Values Added Tax (“VAT”) refund is recognised as income
when the Group’s right to receive the VAT refund has been
established.

Foreign currencies

In preparing the financial statements of each individual group
entity, transactions in currencies other than the functional
currency of that entity are recorded in its functional currency
(i.e. the currency of the primary economic environment in
which the entity operates) at the rates of exchanges prevailing
on the dates of the transactions. At each balance sheet
date, monetary items denominated in foreign currencies are
retranslated at the rates prevailing on the balance sheet date.
Non-monetary items that are measured in terms of historical
cost in a foreign currency are not retranslated.

Exchange differences arising on the settlement of monetary
items, and on the translation of monetary items, are
recognised in profit or loss in the period in which they arise.
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Foreign currencies (CONTINUED)

For the purposes of presenting the consolidated financial
statements, the assets and liabilities of the Group’s foreign
operations are translated into the presentation currency of
the Company (i.e. Hong Kong dollars) at the rate of exchange
prevailing at the balance sheet date, and their income and
expenses are translated at the average exchange rates for
the year. Exchange differences arising are recognised as a
separate component of equity (the translation reserve). Such
exchange differences are recognised in profit or loss in the
period in which the foreign operation is disposed of.

Taxation
Income tax expense represents the sum of the tax currently
payable and deferred tax.

The tax currently payable is based on taxable profit for the
year. Taxable profit differs from profit as reported in the
consolidated income statement because it excludes items of
income and expense that are taxable or deductible in other
years and it further excludes items that are never taxable and
deductible. The Group’s liability for current tax is calculating
using tax rate that have been enacted or substantively
enacted by the balance sheet date.

Deferred tax is recognised on differences between the
carrying amounts of assets and liabilities in the consolidated
financial statements and the corresponding tax bases used in
the computation of taxable profit, and is accounted for using
the balance sheet liability method. Deferred tax liabilities are
generally recognised for all taxable temporary differences
and deferred tax assets are recognised to the extent that it is
probable that taxable profits will be available against which
deductible temporary differences can be utilised. Such assets
and liabilities are not recognised if the temporary difference
arises from goodwill or from the initial recognition (other than
in a business combination) of other assets and liabilities
in a transaction that affects neither the tax profit nor the
accounting profit.
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Taxation (coNTINUED)

The carrying amount of deferred tax assets is reviewed at each
balance sheet date and reduced to the extent that it is no
longer probable that sufficient taxable profits will be available
to allow all or part of the asset to be recovered.

Deferred tax is calculated at the tax rates that are expected
to apply in the year when the liability is settled or the asset
is realised based on tax rates that have been enacted or
substantially enacted by the balance sheet date. Deferred tax
is charged or credited to profit or loss, except when it relates
to items charged or credited directly to equity, in which case
the deferred tax is also dealt with in equity.

Leasing

Leases are classified as finance leases whenever the terms
of the lease transfer substantially all the risks and rewards
of ownership to the lease. All other leases are classified as
operating leases.

Rentals payable under operating leases are charged to profit
or loss on a straight-line basis over the relevant lease terms.
Benefits received and receivable as an incentive to enter into
an operating lease are also spread on a straight-line basis over
the lease term.

Government subsidies
Government subsidies are recognised as income when
received and the conditions for the grants are met.

Retirement benefit costs

Payments to state-managed retirement benefits schemes and
the Mandatory Provident Fund Scheme (“MPF Scheme”)
are charged as an expense when employees have rendered
service entitling them to the contributions.

Property, plant and equipment

Property, plant and equipment, other than construction in
progress, are stated at cost less subsequent accumulated
depreciation and any accumulated impairment losses.

Notes to the Consolidated Financial Statements

A MR MR

For the year ended 31 December 2006
HEZZZXRF+-A=+—HILFE

BiE ()
EERRBEZRAEDRSEEE RETR
Af 0 T PAMRREHDR - EEIE R S ER TR
MATU El 2 ER D EERLL

EREHRBRERNEEABLEREEFER
RZEBEBTRABMEERITZREFHE < BIE
PR W ek B AR N ER Sat ARz iR - BRSRIRAE
IR R T BB AR R E KA AR Z I
B - AEZIER TEEHIA TR TR -

HE

11 7 EAAGRAR 5 BT B HE AR KRB 0 B e [ e
BTABEA - HERSOBESBMERE - FIE
HiHERDEREEHE -

BECERETRL RS  EAWNAEE
PIA B ARATE IR a5 BR e S8 o BEET AR
7 SR B T MR 2 )26 TR HA PO A
1R -

B
BT B SRR U B I FE 15 & BER AR R TER A
WA o

RARBERIKA

ABRERE 2 A& et AEestE (58
EeFE ) N2 HiER B ERERE M
BERUZ N FIERSITEH

M3 BERRE
BRERTRRIN MF - BERRERRARE
& REHTE A R IR REHRERBEIRE -

RANESEERAR —TTAFFH 67



Notes to the Consolidated Financial Statements
hRe BT Rk M EE
For the year ended 31 December 2006

BHEZ

TRAET= A=+ AILEE

Property, plant and equipment (conTiNUED)

Construction in progress represents property, plant and
equipment in the course of construction for production or
for its own use purposes. Construction in progress is carried
at cost less any recognised impairment loss. Construction in
progress is classified to the appropriate category of property,
plant and equipment when completed and ready for intended
use. Depreciation of these assets, on the same basis as other
property assets, commences when the assets are ready for
their intended use.

Depreciation is provided using the straight-line method to
write off the cost of items of property, plant and equipment,
other than construction in progress, over their estimated
useful lives after taking into account of their estimated
residual value.

The gain or loss arising on disposal or retirement of an item of
property, plant and equipment is determined as the difference
between the sales proceeds and the carrying amount of the
asset and is recognised in profit or loss.

Land use rights
Land use rights represent the prepaid lease payments
of leasehold interests in land under operating lease
arrangements and are amortised on a straight-line basis over
the lease terms.

Impairment of assets

At each balance sheet date, the Group reviews the carrying
amounts of its tangible and intangible assets to determine
whether there is any indication that those assets have
suffered an impairment loss. If any such indication exists,
the recoverable amount of an asset is estimated in order to
determine the extent to the impairment loss (if any). Where
it is not possible to estimate the recoverable amount of an
individual asset, the Group estimates the recoverable amount
of the cash generating unit to which the asset belongs.
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Impairment of assets (CONTINUED)

Recoverable amount is the higher of fair value less costs to
sell and value in use. In assessing value in use, the estimated
future cash flows are discounted to their present value using a
pre-tax discount rate that reflects current market assessments
of the time value of money and the risks specific to the asset.

If the recoverable amount of an asset (or cash-generating
unit) is estimated to be less than its carrying amount, the
carrying amount of the asset (cash-generating unit) is
reduced to its recoverable amount. An impairment loss is
recognised immediately in profit or loss.

Where an impairment loss subsequently reverses, the
carrying amount of the asset is increased to the revised
estimate of its recoverable amount, but so that the increased
carrying amount does not exceed the carrying amount that
would have been determined had no impairment loss been
recognised for the asset in prior years. A reversal of an
impairment loss is recognised immediately in profit or loss.

Research and development expenditure
Expenditure on research activities is recognised as an
expense in the period in which it is incurred.

An internally-generated intangible asset arising from
development expenditure is recognised only if it is anticipated
that the development costs incurred on a clearly-defined
project will be recovered through future commercial activity.
The resultant asset is amortised on a straight-line basis over its
useful life, and carried at cost less subsequent accumulated
amortisation and any accumulated impairment losses.

The amount initially recognised for internally-generated
intangible asset is the sum of the expenditure incurred from
the date when the intangible asset first meets the recognition
criteria. Where no internally generated intangible asset can
be recognised, development expenditure is charged to profit
or loss in the period in which it is incurred.
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Research and development expenditure (coNTINUED)
Subsequent to initial recognition, internally-generated
intangible asset is reported at cost less accumulated
amortisation and accumulated impairment losses, on the
same basis as intangible assets acquired separately.

Intangible assets acquired separately

Intangible assets acquired separately and with finite useful
lives are carried at costs less accumulated amortisation
and any accumulated impairment losses. Amortisation for
intangible assets with finite useful lives is provided on a
straight-line basis over their estimated useful lives.

Gains or losses arising from derecognition of an intangible
asset are measured at the difference between the net disposal
proceeds and the carrying amount of the asset and are
recognised in the consolidated income statement when the
asset is derecognised.

Inventories

Inventories are stated at the lower of cost and net realisable
value. Cost comprises direct materials and direct labour costs
and those overheads that have been incurred in bringing the
inventories to their present location and condition. Cost is
calculated using the weighted average method. Net realisable
value represents the estimated selling price less all estimated
costs of completion and costs to be incurred in marketing,
selling and distribution.

Financial instruments

Financial assets and financial liabilities are recognised on the
consolidated balance sheet when a group entity becomes a
party to the contractual provisions of the instrument. Financial
assets and financial liabilities are initially measured at fair
value. Transaction costs that are directly attributable to the
acquisition or issue of financial assets and financial liabilities
(other than financial assets and financial liabilities at fair
value through profit or loss) are added to or deducted from
the fair value of the financial assets or financial liabilities, as
appropriate, on initial recognition. Transaction costs directly
attributable to the acquisition of financial assets or financial
liabilities at fair value through profit or loss are recognised
immediately in profit or loss.

70 SIM Technology Group Limited Annual Report 2006

MR B ()

VIFHERIR » NEELNELEERKARZR
sHEESE R REPRERS) - FEE IR
BEMNRIBRE

BYWBENETEE
B W R B A IR E AT R A iR BT B EEHR K
2R R ET I M REHRERIRRC R - BR
TEAME A FHR BT B ERE (AT Rl A H
AB AR RS o

R IFER B B B E A AR
TRZIR A EN & PSR R ERE(E
ZBEMERRERE » YRR ILFERZBEERAE
iR A Was R NER o

FE
FERRARATBEFERE P Z2REEA
fR - RANBRERREHMRERS TRARSF
EEERU REBERPTFER 2 FEARA - 5K
RIZINAE T AR E o AT HRFETIIETES
ZEBRE R E MR Z FTA A A KT
ISHEE - SHE RO HATRBUZ B

ERMTHE
EREERARKAIAGNGX 271 &
REENREBRBERNGAEEABRARER
EREERERABVISRAFEFE - WE
SRTEHMEERTRABERREZRI AN
RSEFERRAFEARZ e REERSR
BERIN) IR R IREE B INA K
teRmEEXERMABE LA FERE - BLIE
aREZRAEESREENERABESIRNR
28 - AR RER o



Financial instruments (conTINUED)

Financial assets

The Group’s financial assets are classified as loans and
receivables. The accounting policy adopted in respect of loan
and receivables is set out below.

Loans and receivables

Loans and receivables are non-derivative financial assets
with fixed or determinable payments that are not quoted in
an active market. At each balance sheet date subsequent
to initial recognition, loans and receivables (including trade
receivables, notes and bills receivable, other receivables
and deposits and bank balances) are carried at amortised
cost using the effective interest method, less any identified
impairment losses. An impairment loss is recognised in
profit or loss when there is objective evidence that the asset
is impaired, and is measured as the difference between
the asset’s carrying amount and the present value of the
estimated future cash flows discounted at the original effective
interest rate. Impairment losses are reversed in subsequent
periods when an increase in the asset’s recoverable amount
can be related objectively to an event occurring after the
impairment was recognised, subject to a restriction that the
carrying amount of the asset at the date the impairment is
reversed does not exceed what the amortised cost would have
been had the impairment not been recognised.

Financial liabilities and equity

Financial liabilities and equity instruments issued by the
Group are classified according to the substance of the
contractual arrangements entered into and the definitions
of a financial liability and an equity instrument. An equity
instrument is any contract that evidences a residual interest in
the assets of the Group after deducting all of its liabilities. The
accounting policies adopted in respect of financial liabilities
and equity instruments are set out below.
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Financial liabilities and equity (conTINUED)

Financial liabilities

Financial liabilities including bank borrowings, trade payables,
other payables and deposits received are initially measured
at fair values and subsequently measured at amortised cost,
using the effective interest rate method.

Equity instruments
Equity instruments issued by the Company are recorded at
the proceeds received, net of direct issue costs.

Derecognition

Financial assets are derecognised when the rights to receive
cash flows from the assets expire or, the financial assets are
transferred and the Group has transferred substantially all
the risks and rewards of ownership of the financial assets.
On derecognition of a financial asset, the difference between
the asset's carrying amount and the sum of the consideration
received and receivable and the cumulative gain or loss that
had been recognised directly in equity is recognised in profit
or loss.

Financial liabilities are derecognised when the obligation
specified in the relevant contract is discharged, cancelled or
expires. The difference between the carrying amount of the
financial liability derecognised and the consideration paid or
payable is recognised in profit or loss.

Equity share-based payment transactions

The fair value of services received determined by reference
to the fair value of share options granted at the grant date is
expensed on a straight-line basis over the vesting period, with
a corresponding increase in equity (share option reserve).

At each balance sheet date, the Group revises its estimates
of the number of options that are expected to ultimately
vest. The impact of the revision of the estimates, if any, is
recognised in profit or loss with a corresponding adjustment
to share option reserve.
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Equity share-based payment transactions (conTINUED)

At the time when the share options are exercised, the
amount previously recognised in share option reserve will
be transferred to share premium. When the share options
are forfeited after the vesting date or still not exercised at the
expiry date, the amount previously recognised in share option
reserve will be transferred to accumulated profits.

The key assumptions concerning the future, and other key
sources of estimation uncertainty at the balance sheet dates,
that have a significant risk of causing a material adjustment to
the carrying amounts of assets and liabilities within the next
financial year, are discussed below.

Impairment of intangible assets

Determining whether intangible assets is impaired requires
an estimation of the future cash flows expected to arise from
the products developed and a suitable discount rate in order
to calculate present value. The carrying amount of intangible
assets at 31 December 2006 was HK$113,356,000 (2005:
HK$46,958,000) with no impairment loss recognised.

Financial risk management objectives and policies

The Group’s major financial instruments include trade
receivables and payables, notes receivables, other receivables
and payables, deposits received, bank balances and bank
borrowings. Details of these financial instruments are
disclosed in respective notes. The risks associated with these
financial instruments and the policies on how to mitigate
these risks are set out below. The management manages and
monitors these exposures to ensure appropriate measures are
implemented on a timely and effective manner.

Notes to the Consolidated Financial Statements
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HEZZZXRF+-A=+—HILFE
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SERAFTZASH-AILEE

Financial risk management objectives and policies
(CONTINUED)

Currency risk

The Group’s transactions are mainly denominated in
Renminbi (the functional currency of most group companies).
Certain transactions of the Group are denominated in United
States dollars and the exchange rate fluctuation between
Renminbi and United States dollars is not significant.

Certain trade receivables and payables and bank balances
of the Group are denominated in United States dollars and is
therefore exposed to United States dollar currency risk. The
Group currently does not have a foreign currency hedging
policy. However, the management monitors foreign exchange
exposure and will consider hedging significant foreign
currency exposure should the need arises.

Credit risk

The Group’s credit risk are primarily attributable to trade
receivables, other receivables, notes and bills receivables and
bank balances.

The Group’s maximum exposure to credit risk in the event
of the counterparties failure to perform their obligations as at
31 December 2006 in relation to each class of recognised
financial assets is the carrying amount of those assets as
stated in the consolidated balance sheet. In order to minimise
the credit risk, the management of the Group has delegated
a team responsible for determination of credit limits, credit
approvals and other monitoring procedures to ensure that
follow-up action is taken to recover overdue debts. In addition,
the Group reviews the recoverable amount of each individual
trade debt at each balance sheet date to ensure that adequate
impairment losses are made for irrecoverable amounts. The
Group’s bank balances and cash are deposited with banks
in Hong Kong and the PRC and the Group has limited the
exposure to any single financial institution. The credit risk
on liquid funds is limited because the counterparties are
banks with good credit-rating. The Group has concentration
of credit risks with exposure limited to certain counterparties
and customers. As at 31 December 2006, three (2005:
four) customers comprised over 50% of the Group’s
trade receivables. The management closely monitors the
subsequent settlement of the customers and does not grant
long credit period to the counterparties. In this regard, the
directors of the Company consider that the Group’s credit risk
is significantly reduced.
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For the year ended 31 December 2006
BE-TTAGT-A=t—ALEE

FINANCIAL INSTRUMENTS (CONTINUED) 5. @I A (&)

Fair value AFEE

The directors consider that the carrying amounts of financial BEFRBRRE SRR P AR AN $5 518k 2
assets and financial liabilities recorded at amortised cost in SREENSMBBE HMERARNEEAIZA
the consolidated financial statements approximate their fair FERS -

values of the balance sheet date.

REVENUE 6. WA

Revenue represents the amounts received and receivable for IWAEFTE EmIMBRRE %R 2 B U & E KGR
goods sold net of returns. I8 o

BUSINESS AND GEOGRAPHICAL 7. ¥XRHEDE

SEGMENTS

Business segments ELy Sk

The Group is currently organised into four revenue
streams-sale of LCD modules and others, sale of wireless
communication module solutions, sale of complete mobile
handsets and sale of handset design solutions (in SKD/CKD
form). These revenue streams are the basis on which the
Group reports its primary segment information.

AEBEBRF B HERARR - HERBBET
EE R E A - S BAUBMAESRARTT R ¢ 84
EXBBHTFHRARBETFRRABRAR
(RARLHRAREN /AETH) - ZFK
ARBRASEDRENZ T B2 MEE -

B
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BE-FEAE+-AS+ALEE

Business segments (CONTINUED)

Segment information about these businesses is presented

below:

¥ 58 (H)
HERBHDEEHNEROT

Income statement Weas
For the year ended 31 December 2006 B EENFL A —HIFFE
Sale of
handset
design
solutions (in
Sale of SKD/CKD
Sale of wireless form)
LCD communication Sale of HEFH
modules module complete RETHRR
and others solutions mobile FEFR
HERS HEER handsets AEER
BRER EAER HETE BEEH/ Elimination  Consolidated
REf BRAR BEFH HESH) i e
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET T TET TET T TET
Revenue WA
External sales HIMHE 690,422 550,227 16,533 2,161,682 - 3,418,864
Inter-segment sales N RHEE 4,551 = = = (4,551) =
694,973 550,227 16,533 2,161,682 (4,551) 3,418,864
Result E
Segment result DEREE 23,031 110,765 1,453 273,204 - 408,453
Interest income FMEWA 10,658
Unallocated corporate AAEARRAY
expenses (27,230)
Finance costs BEKA (313)
Profit before taxation B AT E A 391,568
Taxation i (18,695)
Profit for the year AEERT 372,873
Inter-segment sales are charged at prevailing market prices. DI EHEREERMERE -
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Business segments (CONTINUED)
Balance sheet

Notes to the Consolidated Financial Statements

%58 (H)
BEREXR

R A ISR MY

For the year ended 31 December 2006
HEZZZXRF+-A=+—HILFE

At 31 December 2006 R-EENFf=—HA=+—H

Sale of
handset
design
solutions (in
Sale of SKD/CKD
Sale of wireless form)
LCD communication Sale of HEFH
modules module complete RETRR
and others solutions mobile ARFR
HE HERR handsets RYH
HRER B HERE  MXEH/  Consolidated
ER R H A BARR BEBFH AREH) e
HK$’000 HK$'000 HK$'000 HK$'000 HK$'000
THAT THEx THAT THER THET
Assets BE
Segment assets NEEE 379,361 55,654 268 426,609 861,892
Unallocated corporate AABAR]
assets BE 972,021
Consolidated total BOHEEE
assets 1,833,913
Liabilities afs
Segment liabilities NEakE 179,578 = = = 179,578
Segment liabilities GRS REER
attributable to ERRE
business segments fhAINZ
other than sale of ES S
LCD modules and i3
others HHEEE 508,710
Unallocated corporate RABAR
liabilities B 25,478
Consolidated total ARERE
liabilities 713,766

RANESEERAR —TTAFEH 77



Notes to the Consolidated Financial Statements

R A IS RER MY

For the year ended 31 December 2006

BE-TEAGF+-A=t—HILEFE

Business segments (CONTINUED)

Other information

For the year ended 31 December 2006

Additions of property,
plant and equipment

Additions of intangible
assets

Depreciation of property,
plant and equipment

Amortisation of intangible
assets

(Reversal of) allowances
for bad and
doubtful debts

Write-down of
inventories

Loss on disposal of
property, plant and
equipment

Sale of
LCD
modules
and others
HERSR
BRER
RHAM
HK$'000
T
NEME
e 30,363
NEERVAE
RE2NE 10,488
B A ERH
1,306
B (D) B
(108)
izl
7E 2,326
HEME -
i ez
BEE 44

Sale of
wireless
communication
module
solutions
HERR
BARER
BRAR
HK$'000
THER

21,142

21,127

2,816

5,437

1,752

677

¥E¥KoE (&)
HE &R
Sale of
handset
design
solutions (in
SKD/CKD
form)
Sale of HEFH
complete REHRR
mobile AR(FR
handsets BYEK
HETR i/
BBFH HEEH)
HK$'000 HK$'000
TET TET
4 19,681
- 120,842
2 1,826
- 69,092
- 1,025
53 6,885
5 1,961

Elimination
HgH
HK$'000
THET

AEF A= —EILEE

Consolidated
e
HK$'000
TET
71,190
141,969

15,132

75,835

917

11,016

2,687
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For the year ended 31 December 2006
BE-TTAGT-A=t—ALEE

7. BUSINESS AND GEOGRAPHICAL 7. XBREDE(E)
SEGMENTS (coNTINUED)
Business segments (CONTINUED) XK (&)
Income statement V&
For the year ended 31 December 2005 B2 —FEAF = A=1—HIFFE
Sale of
handset
design
solutions (in
Sale of SKD/CKD
Sale of wireless form)
LCD communication Sale of HEFH
modules module complete AR
and others solutions mobile LESGZ
HERSR HEES handsets BRI
BNESR BAESR HETE £/ Elimination ~ Consolidated
REAM YIS BEIFH BREM) o e

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TR TR TR TR TR TR

Revenue WA

External sales HONMEE 752,338 221417 261,425 1,484,405 - 2,719,585

Inter-segment sales PREZRHE 185,095 - = - (185,095) =

937,433 221,417 261,425 1,484,405 (185,095) 2,719,585

Result E

Segment result NIREE 43,904 22 427 47,886 219,730 - 333,947
Interest income FEKA 5,663
Unallocated corporate KA B AR

expenses 5 (26,609)
Finance costs BER R (4,516)
Profit before taxation — BR&R A 308,485
Taxation T8 (13,424)
Profit for the year REFRF 295,061
Inter-segment sales are charged at prevailing market prices. DI FHERERTERE
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For the year ended 31 December 2006
HE-ZTZRF+-A=+—HIFE

7. BUSINESS AND GEOGRAPHICAL 7. EBRMESE(E)
SEGMENTS (coNTINUED)
Business segments (CONTINUED) XKD (&)
Balance sheet BEREX
At 31 December 2005 REFEZERFF+=—HA=+—H
Sale of
handset
design
solutions (in
Sale of SKD/CKD
Sale of wireless form)
LCD communication Sale of HEFH
modules module complete RETERR
and others solutions mobile LESGZ
HE RS HERS handsets BRI
BNESR AAESR HETE £,/ Consolidated
REAh IS BEFH HETH) e

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TR TR TR TR TR

Assets BE
Segment assets PBREE 458,483 26,880 5,527 291,282 782,172
Unallocated corporate KRR
assets A= 679,745
Consolidated total assets AHBEE 1,461,917
Liabilities BE
Segment liabilities HREAE 85,928 - - - 85,928
Segment liabilities BRRBERME
attributable to business R
segments other than HEINER
sale of LCD modules HEEGL
and others KBafE 337,632
Unallocated corporate RORARARE
liabilities 18,485
Consolidated total liabilities AfHEARE 442,045
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BUSINESS AND GEOGRAPHICAL
SEGMENTS (coNTINUED)

For the year ended 31 December 2006
HEZZZRF+-A=+—HILFE

EBRHEDE (&)

Business segments (CONTINUED)

Other information

For the year ended 31 December 2005

Additions of property,
plant and equipment

Additions of intangible
assets

Depreciation of property,
plant and equipment

Amortisation of
intangible assets

Allowances for bad and
doubtful debts

Write-down (reversal)
of inventories

Loss on disposal of property,
plant and equipment

Geographical segment

R B (E)

BEr —_EERFf_HA=+—HIFE

Sale of
handset
design
solutions (in
Sale of SKD/CKD
Sale of wireless form)
LCD communication Sale of HEFH
modules module complete AR
and others solutions mobile LESGZ
HERSR HEES handsets BRI
BNESR BAESR HETE £/ Elimination ~ Consolidated
READ BRAR BEIFH BREM) E3c| o)
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THT THET THT THT AT THT
NEWE
B S 18,790 2,211 257 18,970 - 40,228
NEEVEE
5,453 3,085 - 55,167 - 63,705
nE - BER
REE 8112 436 25 2,766 - 11,339
B AERH
8,665 9,459 637 23,429 - 42,190
RERAE
1,723 139 - 3,126 - 4,988
WisH (BE)FE
1,285 2472 - (1,900) - 1,857
HENE - BE
KR fEEE 314 21 - 119 - 454
hES

The Group’s operations and assets are substantially located in
the PRC. Accordingly, no analysis of the carrying amount of
segment assets, additions to property, plant and equipment
and intangible assets is presented.

ARETFEREXBREERTE - Bt - I
BRAZ2IZREE  REVE  BEER

BARBTAEZ REEEL D -

B

ERRBEEERAT — T2 545 81



B

For the year ended 31 December 2006
HE-ZTZRF+-A=+—HIFE

8. OTHER INCOME 8. HWA
2006 2005
—EERE —ETRF
HK$’000 HK$'000
FET FAT
Refund of VAT (Note) REIEER (H77) 56,452 46,752
Government subsidies BT HESR 5,129 3,800
Interest income SV N 10,658 5,663
Net foreign exchange gain VI 5 Y am 18,805 11,004
91,044 67,219
Note:  Shanghai Simcom Limited (“Shanghai Simcom”) and Shanghai Hat . HBEERM(E8)BRAR( LEemmE])
Speedcomm Technology Limited (“Shanghai Speedcomm”) are R ESBNEBMEMAERAR ([ EEBKE])
engaged in the business of distribution of self-developed and BRESEBITREREE 22BN - RIBZRTH
produced software. Under the current PRC tax regulation, it is BERBAL - EERERENTREIHEFTHRE
entitled to a refund of VAT paid for sales of self-developed software HHHE 2B ETR -
in the PRC.
9. FINANCE COSTS 9. BEMAK
2006 2005
“EEXRE —ETRF
HK$’000 HK$'000
FET FAT
Interests on borrowings wholly HARAFREEEEZ
repayable within five years BEEFE 313 4,516
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For the year ended 31 December 2006
HEZZZRF+-A=+—HILFE

Directors’ emoluments EEMS
The emolument paid or payable to each of the directors were MBZEZSEMHEMN eI T
as follows:

For the year ended 31 December 2006
BE-ZSF+-A=t+-HLEFE

Retirement
benefits
schemes
Directors’  Salaries and Share-based contributions Total
fees  allowances Bonus payments EIKEA  emoluments
EEHE  FMRER 4L BRBAR AR N e
(Note)
(Hizt)
HK$'000 HK$’000 HK$’000 HK$'000 HK$’000 HK$'000
THERT THET THERT THERT THERT TERT
Executive directors BiTES
Ms Yeung Man Ying X BT - = - = - =
Mr Wong Cho Tung THERLE - - - - - -
Mr Tsang Hen Loon, DERLE
Raymond - 2,080 1,150 579 96 3,905
Mr Zhang Jianping Rl sE - 470 235 579 34 1,318
Mr Wong Hei, Simon B Litea = 470 235 = = 705
Mr Wong Sun IREE - - - - - -
Ms Tang Rongrong o - 211 164 145 34 554
Non-executive directors FHTES
Mr Heng Kwoo Seng ilEeE=ie 156 - - = - 156
Mr Wang Chengwei STEHE L 156 = - = - 156
Mr Zhuang Xingfang EfTA LA 156 = - - - 156
468 3,231 1,784 1,303 164 6,950
Note: Incentive performance bonus for the year ended 31 December Bt : ZTERFTZA=1+—RHILFE 2 RREETE
2006 was determined by the remmuneration committee having ARHFNEESREREST I RERAER
regard to the performance of directors and the Group’s operating KRR SELS o

results.
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For the year ended 31 December 2006
HE-ZTXRF+-A=+—HIFE

10. DIRECTORS’ AND EMPLOYEES’ 10. EEREEES ()
EMOLUMENTS (CONTINUED)

Directors’ emoluments (CONTINUED) BEEME (F)

For the year ended 31 December 2005
HE—ZTTAF+-A=+—ALEE

Retirement
benefits
schemes
Directors’  Salaries and Share-based  contributions Total
fees  allowances Bonus payments ERRER  emoluments
BEEME  FMRORE TE4L BRIR IR SRR el
(Note)
(Het)

HK$'000 HK$'000 HK$'000 HK$000 HK$000 HK$'000
TET TAT TAT TAT TRT THET

Executive directors HiTES
Ms Yeung Man Ying BN+ - _ _ _ _ _
Mr Wong Cho Tung THERELE - - - - - -
Mr Tsang Hen Loon, BERLE

Raymond - 2,080 - 498 96 2,674
Mr Zhang Jianping RRIFILE - 461 29 498 30 1018
Mr Wong Hei, Simon FEEE = 461 29 = = 490
Mr Wong Sun IRRE - - - - - -
Ms Tang Rongrong Erpt - 231 67 125 30 453

Non-executive directors FBTES

Mr Heng Kwoo Seng MerERE 146 = = = = 146
Mr Wang Chengwei STHETTE 146 = = - = 146
Mr Zhuang Xingfang EfTR%E 146 - - - - 146

438 3,233 125 1,121 156 5,073
Note: Incentive performance bonus was paid before 31 May 2005. HiiF - R=TTRAFAA=+—ARNXNZRAEEE
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Employees’ emoluments

The five highest paid individuals included two (2005: two)
directors for the year ended 31 December 2006, whose
emoluments are included in the above. The emoluments of
the remaining individuals are as follows:

Salaries and allowances & KoERE
Bonus TE4T
Share-based payments IR

Retirement benefits scheme
contributions

Their emoluments were within the following bands:

BIREFIFT B

Notes to the Consolidated Financial Statements

R A IS RER MY

For the year ended 31 December 2006
HEZZZXRF+-A=+—HILFE

EEME
IERRFMEERBE_STRF+_A
=+—-BLEEEEME(ZTZTRF : BE)
Ef HMeB#8RNLEX - RTHRSFMAL
ZHBE T

2006 2005
—¥EAF S TTEF
HK$’000 HK$'000
TR FHT
2,209 2,201
1,071 789

647 764

115 110

4,042 3,864

®’E 2 S E A TASIEE :

2006 2005

—EEBRF —ZETRF

Number of Number of

employees employees

EBEAH EEAH

Nil to HK$1,000,000 £ % 1,000,000 7T - 1
HK$1,000,001 to HK$1,500,000 1,000,001 7T 2 1,500,000 77T 2 1
HK$1,500,001 to HK$2,000,000 1,500,001 77T = 2,000,000 77T 1 1

During the year, no emoluments were paid by the Group
to any of the directors or the five highest paid individuals
as an inducement to join or upon joining the Group or as
compensation for loss of office. None of the directors has
waived any emoluments in both years.

AEE  AEBEYRAEMNEETIKAR R H
e B X HEREE - (FRBEREMARSE
B SRS AR R B MRS S 2 E 5K
1B - ARSI EA IR ESRERIAHE - 1
ZMEREEERELEAHE -
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For the year ended 31 December 2006
HE-ZTXRF+-A=+—HIFE

11. TAXATION 11. #I18

2006 2005
—EBEXRE —EERF
HK$’000 HK$'000
FHET FAT
PRC income tax B EATISHL 14,764 9,594
Deferred tax charge (note 18) BT EF S (M2 18) 3,931 3,830
Income tax expense for the year FRAEHRX 18,695 13,424
No provision for Hong Kong Profits Tax has been made ARARTRMB AR BN BB E LT ME
for both years as the Company and its subsidiaries had no SRBUEA - WM EEE (SRS

assessable profits arising in Hong Kong. o
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Pursuant to relevant laws and regulations in the PRC,
the Company’s PRC subsidiaries, Shanghai Simcom and
Shanghai Speedcomm are entitled to an exemption from PRC
income tax for the two years starting from their first profit-
making year, followed by a 50% tax relief for the next three
years. No provision for PRC income tax has been made for
Shanghai Speedcomm for both years as the fiscal year ended
31 December 2006 was its first profit-making year. During
the year ended 31 December 2006, Shanghai Simcom was
classified as Key Production Enterprise and was entitled to
use an applicable tax rate of 10%. No provision for PRC
income tax had been made for Shanghai Simcom for year
ended 31 December 2005 as fiscal year ended 31 December
2004 was its first profit-making year. The other subsidiaries of
the Company, Shanghai Suncom Logistics Limited (“Suncom
Logistics”) and Max Vision (Shanghai) Limited (“Shanghai
Max Vision”) are entitled to use of a tax rate of 15% because
they were registered in the area of Shanghai Wai Gao Qiao
Free Trade Zone (_E/85MNafE{R LR ). Pursuant to a permit
issued by the Shanghai Tax Authority dated 21 April 2006,
Shanghai Sunrise Electronic Technology Co. Ltd. (“Shanghai
Sunrise”) was entitled to a tax rate of 18% for the fiscal
years 2005 and 2006 because it was classified as foreign
investment enterprise engaging in technology and knowledge
intensive business. The tax charge provided has been made
after taking these tax incentives into account.

PRC income tax was calculated at 27% of the estimated
assessable profit of the Company’s other PRC subsidiaries for
both 2005 and 2006.

Notes to the Consolidated Financial Statements
iR e B TS IR R T

For the year ended 31 December 2006
HEZZZXRF+-A=+—HILFE

RIFR B 2 FHRARE KRR - AR R 2R R
BAR EERBREL EEENEE B EERF
[ERBETARAE « AT RN BB -
Hig = FRIAMNZ D EMBHRREHETH - AR
HE-ZZEA E+-_A=t+—RHILHBEE
BEEFNEE - At E8ENERMEFEEL
| P EPEMEHIELEE - REEZTT
NETZA=+—HIFESHHE L858
WA BEZEENE] WHEFEHA10%H
HAME mREHE_ZTNF+_A=1—
At BRFEE D EEEFFE - HAt EE58
BREE—ZTRF+_A=+—HILFEY
MmRh P B EFTS BE L B o AR B EAb K
BAR LEEEIEETERAR ([ LEERE
Hrim |) REHAZ S (L) BRAR ([ 8%
) BRE DS R R R R - B e
12 15% T RN EFTEF - IRIE EEHRER
R-ZEXRFEMA-+—BERZHA  £F
RESTREERAR ([ LERE]) TR =F
TRERZTETNF2HMREEEA18% 25
X BAAZAMEREASHEREE RANH#ES
EB2INERE - R RZSHHERR B
VER B S Bi e -

ARBEMTEMBRRN_FTAR_
NEHRIRGEHERPOEF2 27% st HEH E
ESFIEE

A

B A

RANESEERAR —TTA7FH 87



For the year ended 31 December 2006
HE-ZTZRF+-A=+—HIFE

11. TAXATION (CONTINUED)

11. #i1E (4)

The charge for the year can be reconciled to the profit before INE E IR R X BAR G WS R AR PR 2 BR AR AT
taxation per the consolidated income statement as follows: AR A EERAA T

2006 2005

TEEXRE —ZTTRF

HK$’000 HK$'000

FHxT FAT

Profit before taxation

Taxation at the PRC income tax rate

of 27% (2005: 27%)

Tax effect of expenses that are not

deductible in determining
taxable profit

Tax effect of income not taxable for

tax purpose

Tax effect of tax losses not recognised
Income tax on concessionary rate

Effect of tax exemption granted

Taxation for the year
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FR A= A 391,568 308,485

BH B EMEHBE27%tE

ZRIE(ZZETRE : 27%) 105,723 83,291
BB AT FERR Bt a8 IS N Al IR 2
X 2 B &
8,308 5,722
/AR B HRM 2 A Z
T2 (17,789) (13,410)
RERTIS BB RS2 3,617 3,394
BB R E 25/ (3,845) (1,098)
EERHERE I FE (77,319) (64,475)
REEFIE 18,695 13,424




12.

PROFIT FOR THE YEAR

12. XFE

B

For the year ended 31 December 2006
HEZZZRF+-A=+—HILFE

A

Profit for the year is arrived at
after charging:

Auditors’ remuneration

Amortisation of intangible assets
(included in cost of sales)

Amortisation of land use right

Depreciation of property, plant and
equipment
Less: Amount capitalised in
development costs

Loss on disposal of property, plant
and equipment
Allowances for bad and doubtful debts
Write-down of inventories
(included in cost of sales)
Costs of inventories recognised
as expenses
Staff costs:
Directors’ emoluments (note 10)
Other staff costs
— Salaries and other benefits
— Retirement benefits scheme
contributions

Less: Amount capitalised in development

costs

RSN TR T OISR

LGB
B AESHE GIAHERAE)

T b PR 55

ME - BERRETE

B BRI

HEME - BELREZBE

RIRBREM
METFE (FFAHERA)

ERRRAXZFERA

BT :
BEEME (W 10)
HAh 8 TRA

—HEREMER
—RIRTEHE B

B BEAMEREMA

2006 2005

S L
HK$’000 HK$'000
FH T
1,700 1,200
75,835 42,190
282 282
19,971 12,806
(4,839) (1,467)
15,132 11,339
2,687 454
917 4,988
11,016 1,857
2,827,101 2,226,304
6,950 5,073
153,664 104,961
20,134 14,314
180,748 124,348
(70,345) (20,692)
110,403 103,656
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Notes to the Consolidated Financial Statements
hrE BT Rk M EE

For the year ended 31 December 2006
HE-TTAF+-A=+—ALFE

Dividends recognised as
distribution during the year:

Final dividend, paid — HK14 cents
per share (2005: Nil)

Dividends paid by a subsidiary to
its then shareholders
prior to Reorganisation (Note a)

Interim dividend, paid — HK6.8 cents
per share (2005: Nil)

The Company
Final dividend, proposed — HK10.5 cents
per share (2005: HK14 cents) (Note b)

Notes:

(a)

The board of directors of a subsidiary, STG approved the

REBERR/DEEZIRE

EAREARR S — TR 14 784
(ZZZTHF: T)

REARN—HRBARMEERZ

BRRASRE (Mita)

BN RS - =682
(ZFZ2RF: %)

ZAYNS)

EEAREE — 8 10.5 81l

(ZZZRF : SR 1481 (A7)

Bt -

(a)

payments of dividends amounting to US$6,401,000 (equivalent
to approximately HK$49,927,000) to its then sole shareholder,
Info Dynasty, in January 2005 and US$16,860,000 (equivalent
to approximately HK$131,508,000) to Info Dynasty and Simcom

Limited in May 2005. Info Dynasty and Simcom Limited were

the shareholders of STG before the Reorganisation which was

completed on 3 June 2005.

The final dividend of HK10.5 cents (2005: HK14 cents) per share

has been proposed by the directors and is subject to approval by

the shareholders in the forthcoming annual general meeting.
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2006 2005
—EEAE TR
HK$’000 HK$'000
T FHT
210,501 =

- 181,435

210,501 181,435
102,488 =
312,989 181,435
158,374 210,000

AAR—HHEBARISTGEEER _TTRE
— A#EREE K 2 —R& R Info Dynasty X
1576,401,000 3 Jt ( #8 25 7 4949,927,0007# 7T )
2B - WR=ZFZTREH AR Info Dynasty &
Simcom Limited 3 1 16,860,000 2% 7t ( 18 & 7
#7131,508,00077T) 2 IR 8 - REAE(R=ZTZT
AENA=HM) AT Info Dynasty & Simcom
Limited 75 STG Z iR °

EEEREXNRERESRIOSEIN(ZZZR
F - BR14B) - HBKERRNEREBRRBF
REHE - TAMEE -



Notes to the Consolidated Financial Statements

R B ISR MY

For the year ended 31 December 2006
HEZZZRF+-A=+—HILFE

The calculation of the basic and diluted earnings per share QR E ARG ERER R EERFT)
attributable to the ordinary equity holders of the parent is BT RS -

based on the following data:

2006 2005
ZEEBRF —ZETRF
HK$’000 HK$'000
FET FABT
Earnings &F|
Earnings for the purposes of basic STEEREARREERT
and diluted earnings per share 2 BF| (AR IR e
(profit for the year attributable ZANFEFE g A)
to equity holders of the parent) 372,873 290,662
'000 ‘000
Number of shares BHEE F A Tz
Weighted average number of ATEEREARFZ
ordinary shares for the purpose AR INAE T £1
of basic earnings per share 1,504,923 1,315,068
Share options HEfxE 33,358 -
Weighted average number of STEEREERN
ordinary shares for the purpose A I8
of dilute earnings per share 1,538,281 1,315,068
Weighted average number of ordinary shares for the purpose HEBE—EENEt+-_A=T—"HItFEF
of the computation of diluted earnings per share for the year e SE RN 2 @i nE e g e st A BESE
ended 31 December 2006 has been accounted for the effect 0 pE HARE DARR () B EDEVE R SN 2 2 -
of the share based payments for the options with dilutive
effect.
The calculation of weighted average number of ordinary BE-ZERFt+-_A=1+—HILFELHERK
shares for the year ended 31 December 2005 were based on IEFHH2FFE - DRIEHER2ZTZTA
the assumption that the Reorganisation had been completed F—H—HFEK

on 1 January 2005.
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Notes to the Consolidated Financial Statements
RE B TS IR R P

For the year ended 31 December 2006
HE-TTAF+-A=+—ALFE

Equipment,
furniture
Leasehold and Plant
Construction improvements fixtures and Motor
in progress Buildings HEME REHR machinery vehicles Total
ERIE BT %85 REE HERKE RE @t

HK$'000 HK$'000 HK$'000 HK$'000 HK$000 HK$'000 HK$'000
TEL TEL THL TAL TBIL TEL TEL

COST BA
At 1 January 2005 R-ZTH%—A—H 5,067 31,735 617 42,061 12,077 3,349 94,906
Additions NE 12938 - 1977 17,838 6,543 932 40,228
Acquired on acquisition NG TEYNG S
of a subsidiary olli:d - - 409 455 - - 864

Exchange differences ERER 97 610 21 800 232 65 1,825
Transfer B (7,802) 7,802 - - - - -
Disposals e - (738) (183) (92) (39) - (1,052)
At 31 December 2005 RZZERE

+-A=1+-H 10,300 39,409 2,841 61,062 18,813 4,346 136,771
Additions NE 17,318 - 436 46,592 5,894 950 71,190
Exchange differences ERER 362 1,385 85 2129 661 133 4755
Transfer B (27,154) 27,154 - - - - -
Disposals e - - - (434) (2,908) (528) (3,870)
At 31 December 2006 RIZEAF

+-A=1+-H 826 67,948 3,362 109,349 22,460 4901 208,846
DEPRECIATION il
At 1 January 2005 R=ZZhFE-R—-H - 599 397 15,176 1,101 1,359 18,632
Charge for the year AEEHE - 1,425 1,074 8,306 1,403 598 12,806
Exchange differences ERER - 27 17 383 37 32 496
Eliminated on disposals R EREHE - (436) (118) (32) (6) - (592)
At 31 December 2005 RZZTHE

+-A=+-H - 1,615 1,370 23,833 2,535 1,989 31,342
Charge for the year AEEHE - 3121 1323 13,382 1,360 785 19971
Exchange differences ERER - 112 60 1,068 113 79 1432
Eliminated on disposals R EREHE - - - (332) (323) (475) (1,130)
At 31 December 2006 RIZERE

+-A=1+-H - 4,848 2,753 37,951 3,685 2,378 51,615
CARRYING VALUES FHE
At 31 December 2006 RIZTERE

+-A=1+-H 826 63,100 609 7139 18,775 2,523 157,231
At 31 December 2005 RZZERE

+-A=1+-H 10,300 37,79 1471 37,229 16,278 2,357 105,429
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15. PROPERTY, PLANT AND EQUIPMENT
(CONTINUED)

B

For the year ended 31 December 2006
BE-TTAGI-A=t+—ALFE

15. ¥1% - BB K& ()

Property, plant and equipment are depreciated on a straight-
line basis at the following rates per annum:

Buildings 1gF
Leasehold improvements HEYHEEE

Equipment, furniture and fixtures RE - BIRAREE
Plant and machinery BV
Motor vehicles YT

The buildings of the Group are situated in the PRC and
located on land use right under medium-term lease. The
construction in progress represented buildings under
construction which are situated in the PRC.

16. LAND USE RIGHT

M - R KRR TR B RE MR T O =47
£

5%

the shorter of the lease terms and 5 years
THEHARR & 5 F AR 2 8 &

20% — 25%

10%

20%

AR B 2 MR B AESE A AR BRI AR 405

BLiERAE L i E - ERTRIELNH
P ZBT

16. TifEFARE

COST 2%

At 1 January 2005 RZZEZRF—H—H
Charge for the year REEHE

Exchange differences PE 5 =%

At 31 December 2005

Charge for the year REEIE
Exchange differences M 5 =50

At 31 December 2006

The land use right of the Group is held under medium-term

lease in the PRC and amortised over the term of the lease of

50 years.

RZZEZRF+_-_A=+—H

R-FERF+_A=1t—H

HK$'000
THET

10,420
(282)
196

10,334
(282)
432

10,484

AEE 2 T ihfF AR TIIRE H B 2 AT A%
B WIRS0FHAFHMH
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Notes to the Consolidated Financial Statements
RE B TS IR R P

For the year ended 31 December 2006
HE-TTAF+-A=+—ALFE

COST R
At 1 January 2005 RZZEERF—H—H
Additions NE

Exchange differences bE L ZRE

At 31 December 2005 HRZ=-TTHRF+=-_A=+—H
Additions NE

Exchange differences EH =58

At 31 December 2006 R-ZZ X E+-A=+—H

AMORTISATION ey
At 1 January 2005 RZEZERF—H—H
Charge for the year NEEHTE

Exchange differences PEH =50

At 31 December 2005 HRZ-ZZERF+—A=+—H
Charge for the year REZHE

Exchange differences MEH =5

At 31 December 2006 R-ZZ X E+-A=+—H

CARRYING VALUES BREE
At 31 December 2006 R -ZEE R F+-_A=+—H

At 31 December 2005 HR-_ZEERF+_A=+—H

The intangible assets have finite useful lives. Intangible assets
are depreciated on a straight-line basis over the following

period:
Licence fee 1-5 years
Development costs 9 months
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Licence Development
fee costs Total
AR E B SR A et
HK$'000 HK$'000 HK$'000
FAT AT AT
15,016 54,676 69,692
- 63,705 63,705
- 1,251 1,251
15,016 119,632 134,648
26,533 115,436 141,969
- 4,203 4,203
41,549 239,271 280,820
7,372 37,001 44,373
4,791 37,399 42,190
- 1,127 1,127
12,163 75,527 87,690
7,000 68,835 75,835
76 3,863 3,939
19,239 148,225 167,464
22,310 91,046 113,356
2,853 44,105 46,958

BEEERFHNAAR - BREENERZE

AT AR 5

AAEE
PR A

1E5%
91E H



Notes to the Consolidated Financial Statements
R e B TS IR R FT FE

For the year ended 31 December 2006
HEZZZXRF+-A=+—HILFE

The followings are the major deferred tax (liabilities) assets INTARRAEE RBTFE - BAREEER
recognised by the Group and the movement thereon, during DREERIB(BB)EERBBE

the current and prior years.

Write-down

Development  of inventories
cost and trade
capitalised receivables

2EARM FERER
MBRA  ESRITME

HK$'000 HK$'000
FAET FAIT
At 1 January 2005 R-ZEZERF—HA—H — 3,108
Charge to consolidated income statement 4R A IRES R A 8 (3,308) (522)
At 31 December 2005 R_ZEERF+_A=+—H (3,308) 2,586
(Charge) credit to consolidated REREWERA(ZEH)FTA
income statement (4,376) 445
At 31 December 2006 RZBERF+_A=+—H (7,684) 3,031
At 31 December 2006, other than the deferred tax assets RZZEERNF+_A=+—H B ElELER
and liabilities mentioned above, subsidiaries of the Group HEEKBEIN  KEBZWEBRAREES A
had unused tax losses of approximately HK$33,240,000 K OH R 2R i A 2 2R F 7 38 85 18 49 33,240,000
(2005: HK$19,844,000) available for offset against future BIL(ZZZTRF : 19,844,000/ L) © B %
profit. No deferred tax asset has been recognised due to the M A Rl 2 RAE AT 2 NRIFE R - R
unpredictability of future profit streams of that subsidiary. The BREMELEHIBEE - RZTEF+=A
estimated tax losses as at 31 December 2006 may be carried =+—H - FEAIBEE ] R B A o
forward indefinitely.
2006 2005
—EERE —ZETHF
HK$’000 HK$'000
FET FHET
Raw materials B 308,575 250,075
Work in progress past U 78,095 110,856
Finished goods FURK G 76,066 41,478
462,736 402,409
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Notes to the Consolidated Financial Statements

R A IS RER MY

For the year ended 31 December 2006
HE-TTAF+-A=+—ALFE

The normal credit period taken on sales of goods is 0-30 days.

The following is an aged analysis of trade receivables, notes

and bills receivable at the balance sheet date:

HEERmN —REEHAREEI30H -

UTRREERRIKE ST - REERKER

0 - 30 days TE 30K
31 - 60 days 312 60K
61 — 90 days 61 290K

91 - 180 days 91 £ 180X
Over 180 days BB 180 K
Less: Accumulated allowances W BETERE
Trade receivables JEUR & 5 510H
0 - 30 days TE 30K
31 - 60 days 312 60K
61 — 90 days 61 290K
91 - 180 days 91 £ 180X
Over 180 days BB 180 %
Notes and bills receivable (Note) FEUN Z= 4 K BR B (K7at)

Note: Notes and bills receivable represent the promissory notes issued by
banks received from the customers.

Other receivables and deposits are repayable on demand.
At 31 December 2006, included in the trade receivables,
HK$23,789,000 (2005: HK$55,419,000) are denominated

in United States dollars, which are not denominated in the
functional currency of the respective group entities.
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B2 ERA
2006 2005
S
HK$’000 HK$'000
T TR
89,423 103,373
17,110 19,465
2,743 4,765
4,027 3,50
4,795 3,324
118,098 134,516
(7,791) (7,365)
110,307 127,151
17,518 77,735
1,269 5,640
- 433
- 8,610
- 9,615
18,787 102,033

Brat - BERERREEREBEPRRITELZEALE
%o

HADREYSR MR S AR BREER AT

RZZEERF+ZA=1T—H BEKEFHE
M B HE AR TTAHE 2 5/IA /523,789,000 7T
ZZERF : 55,419,000 7T) © BAKED
A= EERI A R AE EHEFHE ©



The bank balances and cash of the Group are mainly
denominated in Renminbi, Hong Kong dollars and United
States dollars. The bank balances receive interest at an
average rate of 1.7% (2005: 1.5%) per annum. Included in
the bank balances and cash was amounts in Renminbi of
HK$643,006,000 (2005: HK$472,758,000), which is not
freely convertible into other currencies.

At 31 December 2006, HK$174,716,000 (2005:
HK$84,696,000) are denominated in United States dollars,
which are not denominated in the funtional currency of the
respective group entities.

Trade payables, and other payables, deposits received and
accruals principally comprise amounts outstanding for trade
purposes and ongoing costs.

Trade payables principally comprise amounts outstanding
for trade purchases. The normal credit period taken for trade
purchases is 30-60 days. An aged analysis of the Group’s
trade payables at the respective balance sheet dates is as
follows:

0 - 30 days TE30K
31 - 60 days 31E260X
61 — 90 days 61 290K
Over 90 days HBHEI0 K

At 31 December 2006, included in the trade payables,
HK$326,792,000 (2005: HK$191,572,000) are
denominated in United States dollars, which are not
denominated in the functional currency of the respective
group entities.

Notes to the Consolidated Financial Statements
R e B TS IR R FT FE

For the year ended 31 December 2006
HEZZZXRF+-A=+—HILFE

REFZBTHEBRASTBUARE Bl
RETTHIE o RITHEBRWIFHIEFEL.7%
(ZETRF : 1.5%)  BITEHRIRERNBE
— I8 A R FIE643,006,000/8 T —EFH
4 472,758,000/87C0) © sxEIBA A B
BAHMEY -

RZZBEZRFTZA=1T—H " UETFHE
2 FXIA #174,716,0008 T( Z T T A F -
84,696,00078 7T ) * A B FRIE LA &= B {E Bl A
BIIREEREETHE

ENE B - EEMNFRIR - B Re ME
SIRIEE2EREME S B MR 2 IR K
R -

BNEZHEATREREREECEZIRE - B
ZEREZ —RIEEMR30E60H - AEEZE
ZRNFIANEEE R 2RI

A\
1

2006 2005
—BEXRE —TTRF
HK$’000 HK$’000
TR TR
499,105 180,139
45,542 104,226
2,938 22,412
28,864 25,612
576,449 332,389

RIZERE+-_A=+—8  ENEZZHE
A B IELAETTETHE 2 38 £ 326,792,000 7T
(ZZEZT R4 :191,572,000787C) * BEAFKIEAET
A EERARMINEEEBEHE -
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For the year ended 31 December 2006
BE-FTAFT-A=t—ALFE

23. BANK BORROWINGS 23. RITER

2006 2005
—EBERE —ZTRF
HK$’000 HK$'000
FET FAT

Secured bank borrowings due R—F AR RITER
within one year - 9,615
At 31 December 2005, bank borrowings were secured by RZZEZRAF+_A=+—H ' RITEFRIIH
notes receivable of the Group and bear fixed interest rate at 765 B FE U R VR 3 R DA B B F F 2R 5.3% A1

5.3% per annum. JShE
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B

For the year ended 31 December 2006
BE-TTAGT-A=t—ALEE

24. SHARE CAPITAL 24, B
Number Share
of shares capital
BRHEE [
‘000 HK$'000
T FAT
Ordinary shares of HK$0.1 each BFRREEO.1 BTz LBk
Authorised: VERE ¢
At 1 January 2005 R_EZRF—HF—H 1,000 100
Increase during the year (note a(i)) NEEHAN(HaEadn) 2,999,000 299,900
At 31 December 2005 and R_ZEERF+_A=+—HAK
31 December 2006 —EERF+-A=+—8 3,000,000 300,000
Issued: BE1T ¢
At 1 January 2005 R-ZTZERF—HA—H 1,000 =
Issue of shares on the Reorganisation REAREITRG 1,500 150
Credited as fully paid from contributed REBREMBIRT
surplus account AR BH KRG - 100
Issue of shares by capitalisation of FHRR D RERE ML
share premium account (note a(ii)) BT 2 Bt (Bfatadi) 1,122,500 112,250
Placing and public offer of shares Bl R AFEERD
(note b) (Hiatb) 375,000 37,500
At 31 December 2005 RZEERF+_A=+—H 1,500,000 150,000
Exercise of share options (note c) 1TERERRE (Kt ) 8,326 833
At 31 December 2006 RZEENF+-_A=1+—H 1,508,326 150,833
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B

For the year ended 31 December 2006
HE-ZTRF+-A=+—HIFE

24. SHARE CAPITAL (coNTINUED)

24. R (44)

Notes:

(a) Pursuant to the written resolutions passed by the shareholders of
the Company on 30 May 2005:

(i) the authorised share capital of the Company was increased
from HK$100,000 to HK$300,000,000 by the creation of
an additional 2,999,000,000 shares, rank pari passu in all
respects with the shares then in issue of HK$0.10 each.

(ii) conditional on the share premium account of the Company
being credited as a result of the placing and public offer
of the Company’s shares, the directors were authorised to
capitalise a sum of HK$112,250,000 standing to the credit
of the share premium account of the Company by applying
such sum in paying up in full 1,122,500,000 shares for the
allotment and issue to the persons whose names appear
on the register of members of the Company at the close of
business on 8 June 2005 pro-rata as nearly as may be to
their then existing shareholders in the Company.

(b) On 29 June 2005, by means of placing and public offer, the
Company issued a total of 375,000,000 new shares of HK$0.10
each at a price of HK$1.7 per share.

(c) During the year, the Company issued a total 8,326,000 new
shares of HK$0.10 each at price of HK$1.02 per share to eligible

employees upon exercise of share options.

The shares which were issued during the year rank pari passu
with each other in all respects.
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Bat -

(@ REAAAREN-FEAFEA=ARBZ
BEAMR -

0] 7 3B3E % 2,999,000,000 AR A2 (% F A%
ERTEHEERDETZEREEOL0
BLZBENFEREER)  AREZA
TE %< B3 100,0007% 7T 22 300,000,000/
T o

(i) HARAZBRMDEERELERARES
ARABRMTAERER  EFERERKAR
AR5 B AR 2 # R 38 112,250,000 8 7T
BIEEAR  BUHZSORREEZHERE
1,122,500,000 % i - AR —FT R
FRANBMAR A REL AR R
REf 2 ALRERBRAR R Z AL f)
A3t M B IT A ERAD

(b) RZTTRAFAA=-TNA G BBERERAHE
EFR  ARAREBIRL.7BTTZBI% - BTAH
375,000,000 & &R EIfE 0.10 BT Z FTAX °

()  AFEARRAER1.02/ET 2 BREAITERER
2 & B 1% 18 8 317 448,326,000k B AR E20.10
BILZHAAD

AERBETZZSRHES T I AR ARE

S ©



Acquisition in 2006

On 24 January 2006, the Group acquired 100% equity
interests in Max Vision Limited and its wholly-owned
subsidiary for a consideration of HK$2. The transactions
have been accounted for using the purchase method of
accounting.

The net assets acquired in the transactions are as follows:

Other receivables, deposits and prepayments
Bank balances and cash
Other payables, deposits received and accruals

Total consideration satisfied by cash
Net cash inflow arising on acquisition of subsidiaries

The subsidiaries acquired contributed approximately
HK$577,647,000 to the Group's revenue and profit of
approximately HK$5,569,000 from operating activities for the
period between the date of acquisition and the balance sheet
date.

As the revenue and results of the acquired subsidiaries before
acquisition were not significant to the Group, the total group
revenue and result, as if the acquisition had been completed
on 1 January 2006, are not disclosed as the information does
not give additional value.

In the opinion of management, the carrying amounts
approximated the fair values on the date of acquisition.

Ho A FE YRR
IRTTHER RIS 2,110
ﬁ?@ﬂ’éﬁﬁﬁm CBiRER

Notes to the Consolidated Financial Statements

A MR MR

For the year ended 31 December 2006
HE_ZTRF+_A=+—HILFE

REBEAFETZIWE
RIBERF-—HC +@EI REBWBRZ

ERABRREZEMBLRR  RE/2ET -
ERR S IERRESR &)\EE °

RPPWIBFEEMT

Acquirees' carrying
amount before
combination

and fair value
WWE S NEBET 2
IREER A VEE
HK$'000

FHET

e MIENFOE 241

(2,351)

AR &S5 2 B -

WHEM B AR FTEE 2B RAFE 2,110

BEUBzHMBELRNEEASRESAE R Z 8
IR B A AN S B R #) 577,647,000 8 7T
Z WA K 495,569,000 7 7T Z S Al ©

BN E R BE R AR WIE AT 2 WA R A AR E

B EEATE BN REABIENALEE
A Y ERRREEE R _FTRF—HA—
BRI BERERAREKER 2B -

EEERS BRZERERENKERZA
FERE

RANKERERA zAEFE 101



Notes to the Consolidated Financial Statements
RE B TS IR IR P

For the year ended 31 December 2006
BE-FEAE+-AS+ALEE

Acquisition in 2005

On 31 January 2005, the Group acquired 100% of the
issued share capital of SIM Technology HK Limited, Simcom
International Holdings Limited and Suncom International
Holdings Limited by issue of 231 shares of US$1 each of STG.
The transactions have been accounted for using the purchase
method of accounting.

The net assets acquired in the transactions are as follows:

combination

and fair value

WRBARE AT Z

REERATFEE

HK$'000

FHT

Property, plant and equipment Wz - B KEtE 864

Other receivables Eo A FE R R 1,780

Bank and cash balances RITRIR© 45 21,718
Other payables, deposits received and accruals EMEMARR - BElizE R

JEETFUE (30,030)

(5,668)

Interests in associates (Note) REE &R R 2 ez (MaE) 52,294
Total consideration satisfied by 231 shares LA231 IR ERREE 1 X2

of STG @ US$1 STG AR ER 2 BR(E 46,626

Net cash inflow arising on acquisition of subsidiaries WM B ARIFIELZ
e mAFE 21,718

In the opinion of management, the carrying amounts
approximated the fair values on the date of acquisition.
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R-ZZTRFETZWE
R-ZZETERF—A=1+—H AEBEKER
ARHEEBABR AR - Simcom International
Holdings Limited & Suncom International
Holdings Limited 2 100% B 31TREA - KRB A
BEIT231 IR ERMEE1ETTZ ST © BHIER
ST EEEEHEAER -

RHHPWEZFEEWT ¢

Acquirees' carrying
amount before

BERR  NEERZRAERXFEER

o

o



Mr Wong Cho Tung and Ms Yeung Man Ying are the
shareholders of the related company.

Note: Interest in associates represented 25% net assets value of
Shanghai Simcom and Suncom Logistics which are non-wholly
owned subsidiaries of the Company as at the date of acquisition.
The Group owned 100% equity interests in Shanghai Simcom and
Suncom Logistics upon the completion of the acquisition.

The subsidiaries acquired do not have significant contribution
to the Group’s turnover and result for the year between the
date of acquisition and the balance sheet date.

As the revenue and results of the acquired subsidiaries
before the acquisition were not significant to the Group,
the total group revenue and result, as if the acquisition had
been completed on 1 January 2005, are not disclosed as the
information does not give additional value.

For the year ended 31 December 2005, the Group had the
following major non-cash transactions:

(@) Amounts due to a related company and directors
amounting to US$672,100 and US$5,827,900
respectively (equivalent to HK$5,242,000 and
HK$45,458,000 respectively) had been capitalised as
issued and fully paid capital of the Company.

(b)  The Group acquired 100% the issued share capital
of SIM Technology HK Limited, Simcom International
Holdings Limited and Suncom International Holdings
Limited in consideration of the allotment and issue of
231 shares of US$1 each of STG. Details of acquisition
is set out in note 25.
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THREERGXBELZ T REERRZERR °

Hiet - AREBRKERARBERR 2R A SR TR
& EBERITE(BARRZIEEEMBAR)E
EFEZ 25% - AEBRIKHERER SR ER
K bigzEsE T 100% RA L ©

EREMNBARNUBEEEER ZRZFE
WAREHAREZ 2XBREEEHERER -

HRERBRRZWARFEHAREEY EES
A2 ANRHBRZERLEER - R
BEERBBER —ZTHF—H—HERE
BEBWAREERFTZER

RIZZERAF+_A=+—HIFE  ~&E
ZEBIREXZWT ¢

(a) EN—HBEEQARRESRED A
672,1003 7T % 5,827,900 70 (5 BIHEE
A 5,242,000 7 7T & 45,458,000/ 7T ) B
BRI BERARZ BT REBTRA -

(b) AEEREEARZEEBERDR
Simcom International Holdings Limited Az
Suncom International Holdings Limited =2
100% B EfTIRAE D - RE R KE
17231 IRBAREE 1 T2 STG RS ° U8
g2 SRR EE 25 -
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For the year ended 31 December 2006
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27. OPERATING LEASE ARRANGEMENT 27. KERNZHE
The Group as lessee AEEERAEA

The Group made minimum lease payments under operating
leases in respect of office premises of approximately
HK$8,467,000 (2005: HK$8,487,000), in which
approximately HK$3,507,000 (2005: HK$2,941,000) were
capitalised in development cost.

At the balance sheet date, the Group had commitments
for future minimum lease payments under non-cancellable
operating leases which fall due as follows:

—FR

Within one year
In the second to fifth year inclusive

Leases are negotiated for an average term of two years and
rentals are fixed for an average of two years.

104 SIM Technology Group Limited Annual Report 2006

F_EZERF(AREMFREEN)

REBRPAEMEMBRLE2HEST T2 &
K& FIBL 58,467,000/ 8 T( —TTHEF :
8,487,000/ L) + £ #%73,507,000 8L (=F
T A : 2,941,000 7T ) BRI AR E A
1t -

REER  AKERETAIHELEHEN 2
REESRBAEZDHARMT

2006 2005
—eeAE  —TTH4
HK$’000 HK$'000
T TR
8,194 6,803
4,417 9,260
12,611 16,063

MEZFHEHETEA—F  MESRETES
Ty —4EHY o
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For the year ended 31 December 2006
BE-TTAGT-A=t—ALEE

28. COMMITMENTS 28. EiE
2006 2005
—EEXREF —EETRF
HK$’000 HK$'000
T AT
Capital commitment EREE
Expenditure contracted for but not BENBRNGE % HRx
provided in the consolidated financial Bz
statements in respect of:
— building construction — EEEF - 18,507
Expenditure authorised but not EEEERENZEARTL
contracted for:
— building construction — HEEF - 4,174
Other commitment HithRiE
Expenditure contracted for but not BELBERNGRE M BHRE
provided in the consolidated financial B
statements in respect of:
— land use right — T {F R 42,301 =

BHMKEEERAR — 2= AF7# 105
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For the year ended 31 December 2006

azE

SETAFToAST-BLER

The Group operates a MPF Scheme under rules and
regulations of Mandatory Provident Fund Schemes Ordinance
for all its employees in Hong Kong. All the employees of the
Group in Hong Kong are required to join the MPF Scheme.
Contributions are made based on a percentage of the
employees’ salaries and are charged to consolidated income
statement as they become payable in accordance with the
rules of the MPF Scheme. The assets of the MPF Scheme are
held separately from those of the Group in an independently
administered fund. The Group’s employer contributions vest
fully with the employees when contributed into the MPF
Scheme. No forfeited contribution is available to reduce the
contribution payable in the future years as at 31 December
2006 and 2005.

The Group’s subsidiaries in the PRC, in compliance with the
applicable regulations of the PRC, participated in a state-
managed retirement benefits scheme operated by the local
government. The subsidiaries are required to contribute a
specific percentage of their payroll costs to the retirement
benefits schemes. The only obligation of the Group with
respect to the retirement benefits scheme is to make the
specified contributions.

During the year, the total amounts contributed by the Group
to the schemes and cost charged to the consolidated income
statement represents contribution payable to the schemes by
the Group at rates specified in the rules of the schemes.
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The Company had two share option schemes, including
pre-initial public offering share option scheme (the “Pre-
IPO Options”) and post-initial public offering scheme option
scheme (the “Post-IPO Options”) for directors and eligible
employees of the Group. The terms and conditions of the Pre-
|IPO Options and Post-IPO Options are set out below.

(A) Pre-IPO Options

The major terms of the Pre-IPO Options are summarised
as follows:

(i)

(ii)

(iii)

(iv)

The purpose was to provide incentives to the
participants.

The participants included directors of the
Company or its subsidiaries, senior management
and other employees of the Group.

The maximum number of shares in respect
of which options might be granted under the
Pre-IPO Options shall not exceed 44,000,000
shares.

Any cancellation of options granted but not
exercised must be approved by the board of
directors. Any options cancelled cannot be
regranted.

Subject to the vesting period above and the
terms of the Pre-IPO Options, an option may be
exercised by the grantee at any time during the
period of 10 years commencing on the date of
grant.
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BRERZEERHEAE -

HERBEARRSIEMNBARE
- RRERERAEE L HilE
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BE-FEAE+-AS+ALEE

(A) Pre-IPO Options (coNTINUED)

(vi)  No consideration is required to be paid by the
grantee for the grant of options.

(vii)  The exercise price of an option is 60% of the offer
price (as defined in the Prospectus).

(viii) The life of the Pre-IPO Options shall be valid
and effective from 30 May 2005 to 14 June
2005, after which time no further options will be
granted but the provisions of the Pre-IPO Options
shall remain in full force and effect in all other
respects.

(B) Post-IPO Options

The major terms of the Post-IPO Options are
summarised as follows:

(i) The purpose was to provide incentives to the
participants.

(i)  The participants included any employee or
executive director and such other persons as the
board of directors may consider appropriate.

(i)~ The maximum number of shares in respect of
which options might be granted under the Post-
IPO Options and other share option schemes of
the Company must not exceed 10% of the shares
in issue as at the listing date (30 June 2005)
and in any event the total maximum number of
shares which might be issued or issuable upon
exercise of all outstanding options under the
Post-IPO Options and Other Schemes of the
Company should not exceed 30% of the issued
share capital of the Company from time to time.
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30. SHARE OPTION SCHEMES (coNTINUED)

For the year ended 31 December 2006
HEZZZXRF+-A=+—HILFE

30. B ERT 8 ()

(B) Post-IPO Options (coNTINUED)

(iv)

(v)

(vi)

(vii)

No minimum period for which an option must be
held before it became exercisable was required.

The acceptance of an option, if accepted, must
be made within 5 business days from the date of
grant. No consideration is required to be paid by
the grantee for the grant of options.

The exercise price of an option must be the
highest of:

° the closing price of the share on the grant
date;

° the average of the closing price of the
shares for the 5 trading days immediately
preceding the grant date; and

° the nominal value of the shares.

The life of the Post-IPO Options was effective for
10 years until 29 May 2015, after which time no
further option will be granted but provisions of
the Post-IPO Options shall remain in full force
and effect in all other respects.

(B) BERAMBERBRMETE(H)

(iv)

(v)

(vi)

(vii)

3 SRR
2 BIEHART -

EATHERLBRA

R 2 R BRI B B ET
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For the year ended 31 December 2006
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30. SHARE OPTION SCHEMES (coNTINUED)

30. B ERTEI(E)

The following table disclose details of the options under Pre-
|PO Options and Post-IPO Options held by the grantee and

movements in such holdings:

Name
Category of participants o scheme Date of grant ~ Exercisable period
SEE%H iHER BERE  fiEH
(Note )
(et
Directors
EH
Tsang Hen Loon, Raymond~ Pre-lPO Options 3052000~ 30.5.2005-295.2015
gz BALFEEN CE3RF  EERERACTRE
EREtd  IA=tR  Z3-RERACTAR
Thang Jianping PredPOOptions 3052005 305.2005- 2952015
FaT BALREEN CE3RF  EERERACTRE
EREtY  DA=TR  Z3-RERACTAR
Tang Rongrong PredPOOptions 3052006 305.2005-2952015
] BADREEN CE3RF  EERERACTRE
EREtY  DA=TR  Z3-RERACTAR
Employees of the Group ~ Pre-POOptions 3052005 3052006-295.201
AEEER ERDFEEN FERE  EERERACTRE
EREE  RA=TR  ZZ-RERA-TAR
Post{P0 Options 125,206  125.2006-295.2015
ERORRER 355 ELFRATCRE
EREtd  IAT-R —E-1ERA-TAR
Toe &t
Exercisable atthe end
ofthe year
RERTFAR
Weighted average exercise
price (HKS)
TR
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Bxercise
price

per share
SRAKE
HKS

AT

100

100

100

1020

3675

TRREARARIEER AR S AR
I RRIBE R AHABRERBEEAIFEZE
Pt 2 FHIE Mk S B F

Qutstanding Qutstanding Qutstanding
it at at
1 January 1 January 31 December
2005 Granted Forfeited 2006 Granted Exercised Forfeited 2006
it during duing  REBERE during during dwing  REBERE
-B-8 the year the year -B-A the year the year theyear TA=1-A
HAGE  AEERE  AEERY BAR  AEERM  AEEAR  AEERYM AR
(Notg) (Note i) (Notii) Ntz iv) (Note i)
(i) (Htii) (Hiti) (Hiiti) (i)
- 3000000 - 3000000 - (750,000) - 2250000
- 3000000 - 3000000 - (750,000) - 2250000
- 750000 - 750,000 - (186,000) - 564,000
- 6,750,000 - 6,750,000 - (1,686,000) - 5,064,000
- 31250000 (36500000 33600000 - (6,640,000) (5250000 21735000
- - - - 12000000 - (2,730000) 9270000
- 44,000,000 (36500000 40350000 12,000,000 (8:326,000) (7950000 36,069,000
1636500
- 100 100 100 3675 100 159 159




Notes:

(i) In relation to each grantee of the options granted under the Pre-IPO
Options, 25% of the options will vest during the period from 1 April
2006 to 31 December 2006 and in each of the three calendar years
from 1 January 2007 to 31 December 2009.

In relation to each grantee of the options granted under Post-IPO
Options, 25% of the options will vest in each of the four calendar

years from 1 January 2007.

(ii) On 30 May 2005 and 12 May 2006, the Company granted
44,000,000 share options under Pre-IPO Options and 12,000,000
share options under Post-IPO Options, respectively to certain
directors of the Company and employees of the Group. No
consideration was received for the grant of the options.

(iii) During the year ended 31 December 2006, 5,225,000 (2005:
3,650,000) options granted under the Pre-IPO Options and
2,730,000 (2005: Nil) options granted under Post-IPO Options
were forfeited upon the resignation of employees. The market
price immediate before the date of grant of the Post-IPO Options
was HK$3.800 per share. No market price is available immediate
before the date of grant of the Pre-IPO Options as the options were
granted before listing.

(iv) During the year ended 31 December 2006, 8,326,000 Pre-IPO
Options have been exercised at the exercise price of HK$1.02 per
share. The weighted average share price on exercise dates and the
weighted average share price immediately before exercise dates are
HK$3.752 per share and HK$3.755 per share respectively.

Fair value of share options granted to employees determined
at the date of grant is expensed over the vesting period,
with a corresponding adjustment to the Group's share
option reserve. In the current year, an amount of share
option expense of approximately HK$9,170,000 (2005:
HK$6,670,000) has been recognised with a corresponding
adjustment recognised in the Group's share option reserve.

Notes to the Consolidated Financial Statements

A MR MR

For the year ended 31 December 2006
HE_ZTRF+_A=+—HILFE
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(i) BRAREE R AR B S ERIERT 2R T EAIA
BAZBERENS  R=TEAFHNA—BE=
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+F&E-A—BEZTTNF+ZA=t+—BZ=
BB F&FH55 Rl 5B E 25% 2 EARHE -

MIRERE R AR ERBRET S ERBREZ
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RAFEE R BRI 21 H 2 2,730,000 i
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In current year, share options were granted under Post-IPO RAFE  BRERBEEIAAHEERER

Options on 12 May 2006. The fair values of Post-IPO Options BEFERZEERNFRATBED - KA

(2005: Pre-IPO Options) determined at the date of grant using MO —STRERETEERAEERIRL

the Black-Scholes option pricing model was approximately HEZ BRX A AREEEABRETS(ZZZA

HK$18,465,000 (2005: HK$28,000,000). F: ERARABENERETE) AFEEBELNR
18,465,0007%8 7o( == Z A 4F : 28,000,000
JT) °

The following assumptions were used to calculate the fair R TR EEREATEE :

values of share options:

Post-IPO Pre-IPO BRAREER BRABRBEN

Options Options B E R E
Share price (Note i) HK$3.65 HK$1.70 RE (A 3651 17077t
Exercise price HK$3.675 HK$1.02 1TE 367587 10287
Expected life of options (Note ii) 6 years 10 years BARETER A

FE(Wi) 6% 105

Expected volatility (Note iii) 68.0% 33.3% BEREN (A i) 68.0% 33.3%
Expected dividend yield 6.4% 3.9% B BE 6.4% 3.9%
Risk free rate 3.8% 3.8% EERT% 3.8% 3.8%
The Black-Scholes option pricing model requires the input of MAR—FRTEREEERAZTZEERE
highly subjective assumptions, including the volatility of share FE 2K BRERERD - FEEEHRRK
price. The changes in subjective input assumptions can gEeREFEHTTATER -

materially affect the fair value estimate.

Notes: Kt

(i) In 2006, the share price represented the Company's share price at (i) E’i:???i HQFTEE’\E/’/ZQ%?%%&%HQ
the date of grant of the Post-IPO Options. In 2005, the share price R EIR A RRAIZBNEE - R=ZTTH
of the Company's shares at the date of grant of Pre-IPO Options was F - RERA Fﬂﬁéﬁ AR EIIR L BER - A
estimated to be HK$1.7 per share, which is equal to the offer price RNRIZ D ZREGBBERL.7ET - 82 EmR

of the listing shares. Pz EEBRE -
(i) The expected options life is 10 years and 6 years from the date of (i) AR EF D Bl A B BN AR E R B E
grant for Pre-IPO Options and Post-IPO Options respectively. FHEIR L B AR 10 F R B X AR E & AT

BRI A EIE6 4

(i) In 2006, the expected volatility was determined by calculating the (iy RZZTTARF  EHRISIETEEARRRE
historical volatility of the Company's share price over 90 trade days REBEEXARBEREREFT XL BE AT
immediately before the date of grant for Post-IPO Options. In 2005, WVERFGEZERELRDEE - R_TTH
the expected volatility was determined by calculating the historical ¢ C HRBROELER - FEERE R E A
volatility of the price of listed companies with similar business as the B EBEESz EMARZBEELKEE
Group, due to lack of historical data. TE e
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of the company.

31. RELATED PARTY TRANSACTIONS 3. BEAELRS
The Group had entered into the following transactions with ANEEEEIWIEARE B E AR 2 BEA LRI
related parties that are not members of the Group: AR5
2006 2005
TEEXREF —ZETHF
Notes HK$’000 HK$'000
iz FET FAT
Income statement WK
Rental expenses paid to a related MEERRZFZES
company
— Shanghai Sunrise House Property — LEREREEMRE
Company Limited BRAH (a) - 14
Commission fee paid to a related MEERRZNZHEER
company
— Shanghai Xinzhan Limited — LBEREBREBEILR
BRAT (a) - 192
Interest expense paid to a related MEEA RS2 A EX H
company
— Shanghai Sunrise Display Limited — LEREETARAR (b) - 556

Notes: et -

(@)  Mr Wong Cho Tung and Ms Yeung Man Ying have controlling (a) FHRXERGXELZTHES DEERERRE
power over Shanghai Xinzhan Limited and Shanghai Sunrise House IRERARR EERAEFERZARATZH
Property Company Limited. SEFEGIRE -

(b)  MrWong Cho Tung and Ms Yeung Man Ying are beneficial owners (b)) FTHREERGNBELZTAZARZERHES

A e
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For the year ended 31 December 2006
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31. RELATED PARTY TRANSACTIONS 31. BEALR S (&)
(CONTINUED)

Mr Wong Cho Tung and Ms Yeung Man Ying are the directors THRRSEMGNEZ AR AR ZES ©
of the Company.

The remuneration of key management other than the BRI IORNEBEZESHEIN  NFEEXE
directors’ remuneration as disclosed in note 10 during the EEEZHMEMT

year was as follows:

2006 2005
—EEXRE —ETRF
HK$’000 HK$'000
FHET FHTT
Short term benefits HEEA 5,034 4,105
Post employment benefits ZEEREF 191 197
Share-based payments f& 15 B AR 1,159 1,287
6,384 5,589
The remuneration of directors and key executives is EERFETHRABZHEeHTHEESLE
determined by the remuneration committee having REAZBEASBLEEE  BAAMEREZE
regard to factors including the Group’s operating results, ERERBERTIGBEERE °
responsibilities and performance of individuals and market
trends.
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Particulars of the subsidiaries of the Company at 31

December 2006 are as follows:

Name of subsidiary

WE AR £

STG

Sunrise Electronic Industry
Limited
REETTIEERAR

Shanghai Sunrise*
LERA

Shanghai Simcom*
iisEar e

Date and place of
incorporation/
registration
AR,
A
R 3

13 October 2004

BVI

“TENF
+A+=H

RERRHS

17 December 1999

Samoa

—WANE
+ZA++A

EEDHE

9 November 1993
The PRC
—WN=F

+—ANA
il

5 December 2002

The PRC
—TE &

=5 _

+=FRE
R

Notes to the Consolidated Financial Statements
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ARHEWT :

Issued and

fully paid up
share capital/
registered capital
BRTK
BERK/
&R

Ordinary shares
US$12,233
LR 12,233

Ordinary shares
US$2,002
L@ 200237

Registered and
contributed capital
RMB200,000,000

i REHER
AR 200,000,000 7

Registered and
contributed capital
US$1,500,000

AR EER
1,500,000% 7T

Proportion of
nominal value of
share capital/
registered capital
held by the Company
ARARERE
HfE/
BRZ LA
Directly

100% =

- 100%

= 100%

- 100%

RANESEERAR T 7FH 115

Indirectly
E# i

REZZBERFTA=+T—BARFRZHEAR

Principal activities

ETRER

[nvestment holding

REER

Investment holding

REER

Manufacturing and
sales of LCD

in the PRC
EREEER
HERRBRER

Design and development
of mobile handsets,
handset design solutions
(in SKD/CKD form) and
wireless communication

module solutions in the PRC

ERENER A
BB FRRE
ERTR(WAR
FHRAREN/
BETM) RES
BRBERRALR
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32. PARTICULARS OF PRINCIPAL
SUBSIDIARIES (conTINUED)

32. XEMBA R ZFF1E (&)

Date and place of

incorporation/
Name of subsidiary registration
AR
B
HEARER RibE
Suncom Logistics* 23 September 2003
RERE The PRC
TR
NAZ+=H
M
Simcom International Holdings 2 October 2003
Limited BVI
—TT=
+AZH
RBRZHS
Suncom International Holdings 12 January 2004
Limited BVI
“EENE
—A+=H
RBRZHS
SIM Technology HK Limited 21 April 2004
RAREEBBRAR Hong Kong
ZEEME
MA=+—8
BB
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Proportion of
Issued and nominal value of
fully paid up share capital/
share capital/ registered capital
registered capital held by the Company
BETR ARARMERA
BERK/ [ENEVE 3 Principal activities
HEMEA BERZ Al TEER
Directly  Indirectly
=t it
Registered and - 100%  Procurement, manufacture
contributed capital outsourcing, sales and
US$400,000 marketing of the Group's
R EHER products and logistics
400,000%=7T services in the PRC
PAFR SR - B
e HERIERE
REBERR
HETNe
Ordinary share - 100% Investment holding
Us$1 REER
ERR1ET
Ordinary share - 100% Investment holding
Us$1 REER
ERR1ET
Ordinary share - 100% Provision of
HK$1 administrative services
ERR1BT RATHRE



32. PARTICULARS OF PRINCIPAL

SUBSIDIARIES (conTINUED)

For the year ended 31 December 2006
BE-TTAGI-A=t+—ALFE

32. TEMBA TR 2B (&)

Name of subsidiary

WEARERE

Shanghai Speedcomm*

LBRLE

Max Vision Limited
AeBRAT

Shanghai Max Vision*

LBE#R

Date and place of
incorporation/
registration
AR,
A
RiB

16 December 2005
The PRC
ZTTHF

+=A+/H
FEl

17 September 2003
Hong Kong
—TT=F

NATtH
e

8 December 2003
The PRC
ZTT=F

+=-ANH
Bl

Issued and

fully paid up
share capital/
registered capital
BETR
BRRE,
HEMEAR

Registered and
contributed capital
RMB7,500,000

Ef R ERHER
AR 7,500,0007T

Ordinary shares
HK$2
Ll 2T

Registered and
contributed capital
US$200,000

Ef R ERHER
200,000 7T

Directly

Proportion of
nominal value of
share capital/
registered capital
held by the Company
ARARMERA
HfE /T
Rz LA

= 100%

BRMRKEEERAR — T AFFEH 117

Indirectly
E# i

100%

100%

Principal activities

TREH

Design and development
of mobile handsets,
handset design solutions
(in SKD/CKD form) and
wireless communication
module solutions in the PRC
ERER SR AR
BEFH  FRIRR
HR(FA A%
Bl BETH) R
EEBERBATR

Investment holding

RERR

Procurement, outsourcing,

sales and marketing of
the Group's products

and logistics services

in the PRC
FEFESRE - M
HEREREASE

Em R =S



B

For the year ended 31 December 2006
HE-ZTXRF+-A=+—HIFE

32. PARTICULARS OF PRINCIPAL
SUBSIDIARIES (conTINUED)

32. XEMBA R ZFF1E (&)

Proportion of
Issued and nominal value of
Date and place of fully paid up share capital/
incorporation/ share capital/ registered capital
Name of subsidiary registration registered capital held by the Company
AR BETR ARARMERA
B BRRA/ HfE/
HEARER RibE HEMEA - Vednd ]
Directly  Indirectly
Ef% Lk
Shanghai Simcom Wireless 31 October 2006 Registered and - 100%
Solutions Limited* The PRC contributed capital
THABESNR( D8 ERAR —TTRE US$200,000
+A=1+-A Ef R EHER
i 200,000 7T
Shanghai SIM Technology 2 August 2006 Registered and - 100%
Limited* The PRC contributed capital
R (8) BRAF —EERE RMB40,000,000
NRZH R EHER
FE AR ™ 40,000,000 7T
Shanghai Simcom Electronic 21 November 2006 Registered and - 100%
Limited* The PRC contributed capital
EESBEFERAA —ZETR 1S$200,000
+—A=t+—H Ef REHER
i 200,000%7T

Principal activities

EIRER

Not yet commence
business

Investment holding of
land use right

TR REER

Not yet commence
business

*  Wholly foreign owned enterprises registered in the PRC.

None of the subsidiaries had any debt securities subsisting at
the end of the year or at any time during the year.
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