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GENERAL

The Company is incorporated in Bermuda as an exempted
company with limited liability and its shares are listed on
The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”). The addresses of the registered office and
principal place of business of the Company are disclosed in
the corporate information of the annual report.

The Company is an investment holding company and it also
provides corporate management services. Its subsidiaries
are principally engaged in the design and marketing of
telephone and related products.

The consolidated financial statements are presented in Hong
Kong dollars, which is the same as the functional currency of
the Company.

BASIS OF PREPARATION OF FINANCIAL STATEMENTS

In preparing the consolidated financial statements, the
directors of the Company have given consideration to the
future liquidity of the Group in light of its net liabilities of
approximately HK$39 million at 31 December 2006 and the
loss of approximately HK$350 million reported for the
current year. The directors are also taking active steps to
improve the liquidity position of the Group. These steps
include (i) raising a net cash proceeds of HK$60 million
through a rights issue in the proportion of one rights share
for every two shares in January 2007; (ii) negotiating with
major customers to accelerate the pace of launching new
products; (iii) implementing stringent cost control measures;
(iv) requesting suppliers to extend their payment terms to
strengthen its cash flow position. Provided that these
measures can successfully improve the liquidity position of
the Group, the directors are satisfied that the Group
will be able to continue to operate with no significant
financial difficulties. Accordingly, the consolidated financial
statements have been prepared on a going concern basis.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

APPLICATION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS (“HKFRSs”)

In the current year, the Group has applied, for the first time,
a number of new standard, amendments and interpretations
(“new HKFRSs”) issued by the Hong Kong Institute of
Certified Public Accountants (“HKICPA”), which are either
effective for accounting periods beginning on or after 1
December 2005 or 1 January 2006. The adoption of the new
HKFRSs has resulted in changes to the Group’s accounting
policies in the following areas that have an effect on how the
results and financial position for the current or prior
accounting periods have been prepared and presented:

Financial guarantee contracts

In the current year, the Group has applied Hong
Kong Accounting Standard (“HKAS”) 39 and HKFRS 4
(Amendments) Financial guarantee contracts which is
effective for annual periods beginning on or after 1 January
2006.

A financial guarantee contract is defined by HKAS 39
Financial Instruments: Recognition and Measurement as “a
contract that requires the issuer to make specified payments
to reimburse the holder for a loss it incurs because a
specified debtor fails to make payment when due in
accordance with the original or modified terms of a debt
instrument”.

The Group acts as the issuer of the financial
guarantee contracts

Prior to 1 January 2006, financial guarantee contracts were
not accounted for in accordance with HKFRS 4 Insurance
Contract and those contracts were disclosed as contingent
liabilities. A provision for financial guarantee was only
recognised when it was probable that an outflow of
resources would be required to settle the financial guarantee
obligation and the amount can be estimated reliably.
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APPLICATION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS (“HKFRSs”)

(continued)

The Group acts as the issuer of the financial
guarantee contracts (continued)

Upon the application of these amendments, a financial
guarantee contract issued by the Group and not designated
as at fair value through profit or loss is recognised initially at
its fair value less transaction costs that are directly
attributable to the issue of the financial guarantee contract.
Subsequent to initial recognition, the Group measures
the financial guarantee contract at the higher of: (i) the
amount determined in accordance with HKAS 37 Provisions,
Contingent Liabilities and Contingent Assets; and (ii) the
amount initially recognised less, when appropriate,
cumulative amortisation recognised in accordance with HKAS
18 Revenue.

In relation to financial guarantees granted to certain banks
over the repayment of loans by a jointly controlled entity,
the Group has applied the transitional provisions of HKAS
39. The fair value of the financial guarantee contracts at the
date of grant was approximately HK$3.4 million. It
represents a deemed capital contribution to the jointly
controlled entity and has been included in the cost of
investment in the jointly controlled entity. This change in
accounting policy has resulted in an increase in the loss for
the year of approximately HK$2.6 million.

The effect of changes in accounting policies described above
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APPLICATION OF NEW AND REVISED HONG KONG 3.

FINANCIAL REPORTING STANDARDS (“HKFRSs”)

(continued)

The Group acts as the issuer of the financial
guarantee contracts (continued)

The Group has not early applied the following new
standards, amendment or interpretations that have been
issued but are not yet effective. The directors of the
Company anticipate that the application of these standards
amendment or interpretations will have no material impact
on the results and the financial position of the Group.

HKAS 1 (Amendment)  Capital Disclosures:

HKEFRS 7 Financial Instruments: Disclosures*

HKFRS 8 Operating Segments®

HK(IFRIC)-Int 7 Applying the Restatement Approach under HKAS 29
Financial Reporting in Hyperinflationary
Economies?

HK(IFRIC)-Int 8 Scope of HKFRS 23

HK(IFRIC)-Int g Reassessment of Embedded Derivatives

HK(IFRIC)-Int 10 Interim Financial Reporting and Impairment?

HK(IFRIC)-Int 11 HKFRS 2 - Group and Treasury Share Transactions®

HK(IFRIC)-Int 12 Service Concession Arrangements’

! Effective for annual periods beginning on or after 1 January
2007

2 Effective for annual periods beginning on or after 1 March
2006

3 Effective for annual periods beginning on or after 1 May 2006

4 Effective for annual periods beginning on or after 1 June 2006

5 Effective for annual periods beginning on or after 1 November
2006

6 Effective for annual periods beginning on or after 1 March
2007

7 Effective for annual periods beginning on or after 1 January
2008

8 Effective for annual periods beginning on or after 1 January
2009
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SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements have been prepared
on the historical cost basis as explained in the accounting
policies set out below.

The consolidated financial statements have been prepared in
accordance with HKFRSs issued by the HKICPA. 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.

Basis of consolidation

The consolidated financial statements incorporate the
financial statements of the Company and entities controlled
by the Company (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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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SIGNIFICANT ACCOUNTING POLICIES (continued)
Jointly controlled entities

Joint venture arrangements that involve the establishment of
a separate entity in which venturers have joint control over
the economic activity of the entity are referred to as jointly
controlled entities.

The results and assets and liabilities of jointly controlled
entities are incorporated in the consolidated financial
statements using the equity method of accounting. Under
the equity method, investments in jointly controlled entities
are carried in the consolidated balance sheet at cost as
adjusted for post-acquisition changes in the Group’s share of
the net assets of the jointly controlled entities, less any
identified impairment loss. When the Group’s share of losses
of a jointly controlled entity equals or exceeds its interest in
that jointly controlled entity, the Group discontinues
recognising its share of further losses. An additional share of
losses is provided for and a liability is recognised only to the
extent that the Group has incurred legal or constructive
obligations or made payments on behalf of that jointly
controlled entity.

When a group entity transacts with a jointly controlled entity
of the Group, unrealised profits or losses are eliminated to
the extent of the Group’s interest in the jointly controlled
entity, except to the extent that unrealised losses provide
evidence of an impairment of the asset transferred, in which
case, the full amount of losses is recognised.

Property, plant and equipment

Property, plant and equipment are stated at cost less
subsequent accumulated depreciation and accumulated
impairment losses.

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

Assets held under finance leases are depreciated over their
expected useful lives on the same basis as owned assets or,
where shorter, the term of the relevant lease.
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SIGNIFICANT ACCOUNTING POLICIES (continued)
Property, plant and equipment (continued)

An item of property, plant and equipment is derecognised
upon disposal or when no future economic benefits are
expected to arise from the continued use of the asset. Any
gain or loss arising on derecognition of the asset (calculated
as the difference between the net disposal proceeds and the
carrying amount of the item) is included in the consolidated
income statement in the year in which the item is
derecognised.

Leasing

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

The Group as lessee

Assets held under finance leases are recognised as assets of
the Group at their fair value at the inception of the lease or,
if lower, at the present value of the minimum lease
payments. The corresponding liability to the lessor is
included in the consolidated balance sheet as a finance lease
obligation. Lease payments are apportioned between finance
charges and reduction of the lease obligation so as to
achieve a constant rate of interest on the remaining balance
of the liability. Finance charges are charged directly to profit
or loss.

Rentals payable under operating leases are charged to profit
or loss on a straight-line basis over the term of the relevant
lease. Benefits received and receivable as an incentive to
enter into an operating lease are recognised as a reduction
of rental expense over the lease term on a straight-line
basis.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SIGNIFICANT ACCOUNTING POLICIES (continued)

Intangible assets — research and development
expenditures

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.

Subsequent to initial recognition, internally-generated
intangible asset is reported at cost less accumulated
amortisation and accumulated impairment losses.

Impairment of intangible assets not yet available for
use

Intangible assets not yet available for use are tested for
impairment annually by comparing their carrying amounts
with their recoverable amounts, irrespective of whether there
is any indication that they may be impaired. If the
recoverable amount of an asset is estimated to be less than
its carrying amount, the carrying amount of the asset is
reduced to its recoverable amount. An impairment loss is
recognised as an expense immediately.

When 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.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

Revenue recognition

Revenue is measured at the fair value of the consideration
received or receivable for goods sold and services provided
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 been passed.

Interest income from a financial asset 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 the estimated future cash receipts through
the expected life of the financial asset to that asset’s net
carrying amount.

Impairment (other than intangible assets not yet
available for use)

At each balance sheet date, the Group reviews the carrying
amounts of its tangible assets and intangible assets with
finite useful lives to determine whether there is any
indication that those assets have suffered an impairment
loss. If the recoverable amount of an asset is estimated to be
less than its carrying amount, the carrying amount of the
asset is reduced to its recoverable amount. An impairment
loss is recognised as an expense immediately.

When 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 as income immediately.

Inventories

Inventories, which represent goods held for sale, are stated
at the lower of cost and net realisable value. Cost is
calculated using the weighted average method.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SIGNIFICANT ACCOUNTING POLICIES (continued)
Retirement benefit costs

Payments to the Mandatory Provident Fund Scheme are
charged as an expense when employees have rendered
service entitling them to the contributions. The amount of
contributions payable to pension schemes in jurisdictions
other than Hong Kong are also charged to the consolidated
income statement as they fall due.

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 or expense that are taxable or deductible in other
years and it further excludes items that are never taxable or
deductible. The Group’s liability for current tax is calculated
using tax rates that have been enacted or substantively
enacted by the balance sheet date.

Deferred tax is recognised on differences between the
carrying amount 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
taxable profit nor the accounting profit.
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SIGNIFICANT ACCOUNTING POLICIES (continued)
Taxation (continued)

Deferred tax liabilities are recognised for taxable temporary
differences arising on investments in subsidiaries and
interests in joint ventures, except where the Group is able to
control the reversal of the temporary difference and it is
probable that the temporary difference will not reverse in the
foreseeable future.

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 profit 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 period when the liability is settled or the
asset is realised. 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.

Foreign currencies

In preparing the financial statements of each individual
group entity, transactions in currencies other than the
functional currency of that entity (foreign currencies) are
recorded in the respective 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.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SIGNIFICANT ACCOUNTING POLICIES (continued)
Foreign currencies (continued)

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.

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 Group (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, unless exchange rates fluctuate significantly during
the period, in which case, the exchange rates prevailing at
the dates of transactions are used. Exchange differences
arising, if any, 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.

Financial instruments

Financial assets and financial liabilities are recognised on
the 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.
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For the year ended 31 December 2006
BEZEZENFF A= —HIEFE

SIGNIFICANT ACCOUNTING POLICIES (continued)
Financial assets

The Group’s financial assets are classified as loans and
receivables. All regular way purchases or sales of financial
assets are recognised and derecognised on a trade date
basis. Regular way purchases or sales are purchases or sales
of financial assets that require delivery of assets within the
time frame established by regulation or convention in the
marketplace.

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,
bills and other receivables, trade receivables with insurance
coverage, trade receivables from a jointly controlled entity,
bills receivables discounted with full recourse and bank
balance) 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.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SIGNIFICANT ACCOUNTING POLICIES (continued)
Financial liabilities and equity instruments

Financial liabilities and equity instruments issued by a group
entity 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.

Financial liabilities

Financial liabilities including trade and other payables,
advances drawn on trade receivables with insurance
coverage and advances drawn on bills receivables
discounted with full recourse, amounts due to directors,
obligation under financial leases and bank and other
borrowings are subsequently measured at amortised cost,
using the effective interest method.

Equity instruments

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

Financial guarantee contracts

A financial guarantee contract is a contract that requires the
issuer to make specified payments to reimburse the holder
for a loss it incurs because a specified debtor fails to make
payment when due in accordance with the original or
modified terms of a debt instrument. A financial guarantee
contract issued by the Group and not designed as at fair
value through profit or loss is recognised initially at its fair
value less transaction costs that are directly attributable to
the issue of the financial guarantee contract. Subsequent to
initial recognition, the Group measures the financial
guarantee contact at the higher of: (i) the amount
determined in accordance with HKAS 37 Provisions,
Contingent Liabilities and Contingent Assets; and (ii) the
amount initially recognised less, when appropriate,
cumulative amortisation recognised in accordance with HKAS
18 Revenue.
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For the year ended 31 December 2006
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SIGNIFICANT ACCOUNTING POLICIES (continued)
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
expired. The difference between the carrying amount of the
financial liability derecognised and the consideration paid
and payable is recognised in profit or loss.

Share-based payment transactions

Equity-settled share-based payment transactions

Share options granted to employees of the Group

Share options granted before 7 November 2002, or granted
after 7 November 2002 and vested before 1 January 2005

The financial impact of share options granted is not recorded
in the consolidated balance sheet until such time as the
options are exercised, and no charge is recognised in the
consolidated income statement in respect of the value of
options granted in the year. Upon the exercise of the share
options, the resulting shares issued are recorded as
additional share capital at the nominal value of the shares,
and the excess if the exercise price per share over the
nominal value of the shares is recorded as share premium.
Options which lapse or are cancelled prior to their exercise
date are deleted from the register of outstanding options.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SIGNIFICANT ACCOUNTING POLICIES (continued)

Share options granted to employees of the Group
(continued)

Share options granted after 7 November 2002 and vested
after 1 January 2005

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 estimates, if any, is
recognised in profit or loss with a corresponding adjustment
to share options reserve.

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 or are still not exercised at the expiry date, the
amount previously recognised in share option reserve will be
transferred to accumulated profits.

CRITICAL ACCOUNTING JUDGMENTS AND KEY
SOURCES OF ESTIMATION UNCERTAINTY

In the process of applying the Group’s accounting policies,
management has made the following judgments and key
assumptions concerning the future, and other key sources of
estimation uncertainty at the balance sheet date, that have a
significant risk of causing a material adjustment to the
carrying amounts of assets and liabilities within the next
financial year.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
REMBRAME

For the year ended 31 December 2006
BEZEZENFF A= —HIEFE

CRITICAL ACCOUNTING JUDGMENTS AND KEY
SOURCES OF ESTIMATION UNCERTAINTY (continued)

Going concern and liquidity

The Group has consolidated net liabilities of approximately
HK$39 million at 31 December 2006 and loss of
approximately HK$350 million for the year then ended
indicating the existence of a material uncertainty which may
cast significant doubt about the Group’s ability to continue
as a going concern. The directors are taking active steps to
improve the liquidity position of the Group and details are
set out in note 2. Subsequent to 31 December 2006, the
Group raised net proceeds of HK$60 million through a rights
issue of shares. The consolidated financial statements have
been prepared on a going concern basis. Should the rights
issue and other measures fail to improve the liquidity
position of the Group and the Group is unable to continue in
business as a going concern, adjustments would have to be
made to reduce the carrying amounts of the assets of the
Group to their recoverable amount, to provide for further
liabilities which might arise.

Impairment loss on trade and other receivables from a
jointly controlled entity, property, plant and
equipment and intangible assets

During the year of the Group recognised an impairment loss
of approximately HK$169 million against the trade and other
receivables due from a jointly controlled entity whose
operations are highly dependent on the continuing
operations of the Group, as well as an impairment loss of
approximately HK$72 million against intangbile assets.
Further details of these impairment losses are set out in
notes 17 and 18 respectively. The material uncertainties set
out in the paragraphs above in turn result in material
uncertainty on the impairment assessment in respect of the
trade and other receivables due from the jointly controlled
entity and the intangible assets, and in addition create an
uncertainty on the impairment assessment in respect of the
Group’s property, plant and equipment.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

6. FINANCIAL INSTRUMENTS

a.

Financial risk management objectives and policies

The Group’s major financial instruments include trade
and other receivables, bills receivables, trade
receivables from a jointly controlled entity, trade
receivables with insurance coverage, bill receivables
discounted with full recourse, trade and other payables,
bank balances, bank and other borrowings, advance
drawn on trade receivables with insurance coverage and
advances drawn on bills receivables discounted with
full recourse and obligations under finance leases.
Details of these financial instruments are disclosed in
respective notes. The risks associated with certain of
these financial instruments and the policies on how to
mitigate these risks are set out below. Management
manages and monitors the Group’s exposures to ensure
appropriate measures are implemented on a timely and
effective manner.

Currency risk

The Group mainly operates in Hong Kong and traded
with overseas and mainland suppliers and customers,
giving rise to significant exposure to market risk from
changes in foreign exchange rates. The Group’s foreign
exchange exposures arise mainly from the exchange
rate movements of Euro, United States dollars and
Renminbi.

The Group currently does not have a foreign currency
hedging policy. However, management monitors foreign
exchange exposure and will consider hedging
significant foreign currency exposure should the need
arises.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
REMBRAME

For the year ended 31 December 2006
BEZEZENFF A= —HIEFE

6. &I R )
a. W% m KB P H R B

6. FINANCIAL INSTRUMENTS (continued)

a. Financial risk management objectives and policies

(continued)
Interest rate risk

Interest rate risk arises from the potential changes in
interest rates that may have adverse effects on the
Group’s result for the current reporting period and the
future years.

The interest rate exposure for the Group is restricted to
the finance costs for banking facilities, bank loans and
obligations under finance leases. The Group’s interest
rate risks relates to variable and fixed-rate borrowings.
The Group currently does not have any interest rate
hedging policy. The directors monitor the Group’s
exposure on an on going basis and will consider
hedging interest rate risk should the need arises.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
REMBRAME

For the year ended 31 December 2006
BEZZENFF A= —HIEFE
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6. FINANCIAL INSTRUMENTS (continued)

a. Financial risk management objectives and policies

(continued) (%)
Credit risk 15 B/ B
The credit risk on liquid funds is limited because the HRAEEZHFHAA R

counterparties are banks with good reputation.

The Group’s maximum exposure to credit risk in the event
of the counterparties’ failure to perform their obligations
as at 31 December 2006 is the carrying amount of trade,
bills and other receivables and financial guarantee issued
by the Group arising from the amount of contingent
liabilities disclosed in note 33, as stated in the
consolidated balance sheet. There is concentration of
trade and bills receivables amounting approximately to
HK$170 million, representing 75% of the trade and bills
receivables which were due from certain major customers.
In order to minimise the credit risk, management of the
Group has bought trade insurance on certain customers
and 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 recognised for irrecoverable amounts. In this
regard, the directors of the Group consider that the
Group’s credit risk is significantly reduced.

Fair value

The fair value of financial assets and financial liabilities
are determined in accordance with generally accepted
pricing models based on discounted cash flow analysis
or using prices from observable current market
transactions.

The directors consider that the carrying amounts of
financial assets and financial liabilities recorded at
amortised cost in the consolidated financial statements
approximate their respective fair values.
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7. SEGMENT INFORMATION 7.

Turnover represents the gross amounts received and
receivable for goods sold by the Group to outside customers,
less returns and allowances, during the year.

BWEZZZAFEF_HA=+—HI
B 2 TR A (B P BT 7E M
BB > W A8 S Bk A B S A

Geographical segments by location of customers with
reference to the location of final users of the telephone and
related equipment for the year ended 31 December 2006 are

set out below:

BAEF ZPresh) #50mF

Central
and
Eastern
Western Europe Asia
Europe H ik Pacific ~ Others Total
Wl KOoREx K E F At Bt
HK$’000  HK$’000 HK$’000 HK$’000 HK$’o00
Fior  FHsor FiEr FEr T
REVENUE g 1,487,803 89,904 151,790 35,659 1,765,156
RESULTS ES
Segment results NEEE 20,330 1,694 513 633 23,170
Unallocated income 443 e Z YA 2,950
Unallocated expenses B4 it 2 B X (351,202)
Share of loss of a jointly FELE— &8 A
controlled entity vl | (3,354)
Finance costs A LA (26,587)
Loss before taxation W B i 34 A (355,023)
Income tax credit RES R N 5,385
Loss for the year A 518 (349,638)
CONSOLIDATED BALANCE ~ #HABEAMEE
SHEET
ASSETS %
Segment assets NG E 163,948 3,374 55,699 2,433 225,454
Unallocated assets eI 2 B E 360,155
585,609
LIABILITIES =L
Unallocated liabilities eI i 2 A fE 624,769
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SEGMENT INFORMATION (continued)

Geographical segments by location of customers with
reference to the location of final users of the telephone and
related equipment for the year ended 31 December 2005 are

set out below:

REVENUE

RESULTS

Segment results
Unallocated income
Unallocated expenses
Finance costs

Profit before taxation
Income tax expense

Profit for the year

CONSOLIDATED BALANCE

SHEET

ASSETS
Segment assets
Unallocated assets

LIABILITIES
Unallocated liabilities

e g

E3
R
B Z WA
Iy L 2 B S
S A

PR Al it A
P #3132

7% 4 JE i A
R EE AR

i
| AR
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7. HEER &)

ME-FFRGEF A=+ AL
IF 5.2 TS Mo ) e
BBy 8% % T B B
RAH 2 B BI T

Central
and
Eastern
Western Europe Asia
Europe H ik Pacific ~ Others Total
HEC O ROREG SRR HoAt o E
HK$’000  HK$’000 HK$’000 HK$’000  HK$’000
T#x  T#xT  THET  THET  THEL
1,748,644 57,832 160,980 33,551 2,001,007
99,634 3,714 6,141 2,197 111,686
10,478
(91,183)
(18,575)
12,406
(4,869)
75537
296,677 - 58,688 510 355,875
504,254
860,129
691,013
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

=g e

For the year ended 31 December 2006
BEZEZENFF A= —HIEFE

7. SEGMENT INFORMATION (continued)

All of the Group’s revenue and contribution to results were
derived from the design and sale of telephones and related
equipment. Accordingly, no separate business segment
analysis is presented for the Group.

As at 31 December 2006 and 2005, more than 90% of the
identifiable assets and liabilities of the Group are located in
Hong Kong. Accordingly, an analysis of the carrying amount
of segment assets and capital expenditure, analysed by the
geographical area in which the assets and liabilities are
located are not presented.

8. OTHER INCOME

Amortisation of financial guarantee 4 A9 1
contracts KR opa 3
Exchange gain BEE b, 0 4
Gain arising from forward exchange 1 S HE 7 4
contract A Z g
Gain on disposal of property, plant HEWE - KE
and equipment P& PA e
Interest income (Note) FIE WA (Hf7E)
Long outstanding trade payable R R R
written back T4 5 Bk
Sundry income METE A

Note: Bank interest income derived from bank balances which
carry interest at prevailing market rates ranging from 2.0%-
3.0% per annum.
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8. At A
2006 2005
HKS’000 HK$’000
T#7C T# T
671 -
971 2,822
- 2,925
100 123
855 1,316
- 3,055
353 237
2,950 10,478
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

9. IMPAIRMENT LOSSES ON ASSETS

Impairment loss on trade and
other receivables from a
jointly controlled entity (note 17)
Impairment loss on intangible
assets (note 18)

10. FINANCE COSTS

Interest on:
- bank and other borrowings wholly
repayable within five years
- finance leases

ma AR M

For the year ended 31 December 2006
BEZZENFF A= —HIEFE

9. HEZWAEH

2006 2005
HKS’000 HK$’000
¥ Fitt e
El—HAEARES
R R At 8 Wi 0
ZWIEER (HaE17) 168,868 =
I i 2 WA
(it 18) 72,531 -
241,399 -
10. B % A
2006 2005
HKS’000 HK$’000
F#x Fi& T
UTEHEZHE
— N AR N A BUE R
2 SRAT B H A B 24,174 16,881
—MEHE 2,413 1,694
26,587 18,575
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
REMBRAME

For the year ended 31 December 2006
BEZEZENFF A= —HIEFE

11. (LOSS) PROFIT FOR THE YEAR 11. F W (EH) @Al

2006 2005
HKS’000 HK$’000
F#x T
(Loss) profit for the year has been arrived 4£ 1A (E518) % A € 411 B
at after charging (crediting): (FFA) THI&IH -
Product development expenditure, B
including staff costs capitalised BLHE T ST Al
referred to below ZER B THA 62,910 95,166
Less: Amount capitalised W BRI (50,609) (86,250)
12,301 8,916
Directors’ emoluments (note 12) WIS (12 10,287 12,913
Other staff costs HAt B T A 42,261 64,211
Share-based payments DR 0y 75 H: 8% 2 A 3K - 1,125
Total employee benefits expense 18 B A 1l B S KRB 52,548 78,249
Less: Amount capitalised in product W c i BHEE S
development expenditure Z BRI S (15,310) (27,553)
Total employee benefits expense JA &5 Wi A R AN BR
charged to consolidated income Z W B A8 A BA 32
statement R 37,238 50,696
Auditor’s remuneration 2 G 1,744 1,197
Cost of inventories recognised as 17 & AT
an expense W5 S 1,707,920 1,852,253
Depreciation e 25,925 15,646
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
REMBRAME

For the year ended 31 December 2006
BEZZENFF A= —HIEFE

12. DIRECTORS’ AND EMPLOYEES’ EMOLUMENTS 12. % 3 KR B &
Particulars of the emoluments of the directors and five EE VSR T-T PNaw X
highest paid individuals for the year were as follows: e
(a) Directors’ remuneration (a) #F W&
Year ended 31 December 2006 #BE —FENFETZH=1T—HIFFEE
Malcolm Edward
Peter Stephen  LEUNG MAK Hungerford

Francis  JACOBS- Shek Chee  Thomas MILWARD-  Stanley
AMOUR  PATON Kong Bun CHIA  OLIVER CHAN Total
I it Rox %%H Hxv WAEE  AH
HK$'000  HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Fikr T#Ex  FiEc  FET FEr fEc FEr FiEx

Fees: s
Executive directors dEs - - - - - - - -
Independent BT
non-executive directors ~ E - - - - 90 90 90 270
- - - - 90 90 90 270
Other emoluments: HAm4
Executive directors dEs
- salaries and other -HE R
benefits Hih A 1,289 3810 2,340 2,530 - - - 9,969
- retirement benefit —BIRAEA
scheme contribution A B3 12 12 12 12 - - - 8
1300 3,822 2,352 2,542 - - - 10,017
1,301 3,822 2,352 2,542 90 90 90 10,287
Note: Yoshinori Matsuoka, Satoru Omori, Minoru Kameda, MfiE © Yoshinori Matsuoka, Satoru
Masashi Kikumoto, Jun Sakamaki and Tony Pischedda Omori, Minoru Kameda,
have not received any emoluments during the period Masashi Kikumoto, Jun
from their dates of appointment to the dates of Sakamaki % Tony PischeddafF
resignation. W5 2 Z AT H B 2 BEAT H B
1k 22 19 ] 1A 37 48 Wi AT fo P
4o
Peter Francis Amour agreed to waive his salaries by @l 2 B OB O EH A
approximately HK$386,000. The above figure has 386,000%5 G Z i 4 o LB
already reflected the waive. FO R WA BARCERER -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
REMBRAME

For the year ended 31 December 2006
BEZEZENFF A= —HIEFE

12. DIRECTORS’ AND EMPLOYEES’ EMOLUMENTS 12. % 3 N 08 B4 (40
(continued)
(@) Directors’ remuneration (continued) (a) HFEME (4)
Year ended 31 December 2005 BE_FZENFTZHA="1+T—HILFEF
Malcolm Edward
Peter Stephen LEUNG  MAK Hungerford Sir

Francis JACOBS-  Shek Chee Thomas MILWARD-  Stanley  Keith
AMOUR  PATON  Kong Bun CHIA OLIVER  CHAN BRIGHT  Total

Keith
Bright
i Rt FEE HuY 2

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$ 000
Fibr T#x Figr TEc FEc FEc FEc FiEr TEx

Fees: g
Executive directors BhEH - - - - - - - - -
Independent R
non-executive directors &% = = = = 75 75 75 - 225
- - - - 75 75 75 - 225
Other emoluments: Hms
Executive directors BhEH
- salaries and other %2R
benefits A 2500 4110 2850 3,090 - - - 50 12,640
- retirement benefit — R
scheme contribution RS 12 12 12 12 - - - - 18
2552 4122 2862 3,02 - - - 50 12,688

2550 4122 2862 3102 75 75 75 50 12,913

VA58 Suncorp Technologies Limited 2006 Annual Report



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
REMBRAME

For the year ended 31 December 2006
BEZZENFF A= —HIEFE

12. DIRECTORS’ AND EMPLOYEES’ EMOLUMENTS 12. &5 N8 H M4 ()
(continued)
(b) Employees’ remuneration (b) 18 B M &
Of the five individuals with the highest emoluments in EARMEARRMEZ AL
the Group, four (2005: four) are directors of the EE'EE > 4 (‘*igﬂi ‘ E]
Company whose emoluments are included in the B) RALFZES  HMEH
. 2 2 YR
disclosure in the paragraph above. The emoluments of Lk Ef‘ﬁfﬁﬂg'zgﬂqj - H
the remaining individual are as follows: AL ZMEWT
2006 2005
HKS’000 HK$’000
TF# T
Salaries and other benefits W B H A A A 2,372 2,106
Retirement benefit scheme R ARAE R 5 Bk 3K
contribution 10 12
2,382 2,118
During the year ended 31 December 2006, one of the five NEEEEANFE+T A=+ —H
highest paid individuals was paid for an amount of IHEE > RARAHA T2 —#X
HK$300,000 (2005: Nil), excluding salaries and other £} 4 % 300,000 JC ( ~FEF A4 ¢
benefits, as compensation for loss of office. ) NS H e KA AMAE A o 1 5 Rk

Bt -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
REMBRAME

For the year ended 31 December 2006
BEZEZENFF A= —HIEFE

13. INCOME TAX (CREDIT) EXPENSE 13. Fi 3B (#K4) X i
2006 2005
HKS’000 HK$’000
F#x T
The (credit) charge comprises: FiH (JE4) SO
Hong Kong Profits Tax T A 15 i
— Current year — R - 492
— Overprovision in prior years — {4 B AR B A - (100)
- 392
Overseas taxation ¥ HMBL IR
— Current year — R 770 713
— Overprovision in prior years — A B - (21)
770 692
Deferred taxation (credit) charge RAERLIE (K f0) 2
(note 32) (Bt 7t 32) (6,155) 3,785
(5,385) 4,869
In 2005, Hong Kong Profits Tax was calculated at 17.5% of R ZFFRAE > FBFEBTIRE
the estimated assessable profit for the year. Overseas A B 2 Al s SR i A B R 17.5%
taxation is calculated at the rates prevailing in the respective B o WAMBLIE I AR 2
jurisdictions. BB RFE -
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13. INCOME TAX (CREDIT) EXPENSE (continued)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
REMBRAME

The tax (credit) charge for the year can be reconciled to the
(loss) profit before taxation per the consolidated income

statement as follows:

For the year ended 31 December 2006

HEZERENEF ZH=A—HILEE

13. P Bt () S ()

Zkif“ BLIA (&) S BLEE B i 4
BRBiAT ks 18) WAl 2 SR T -

2006 2005
HKS’000 HK$’000
T#L Fi#
(Loss) profit before taxation BB il (s 18) Ja A1l (355,023) 12,406
Tax at the domestic income tax rate AR T AR B 17.5%
of 17.5% FTEZBE (62,129) 2,171
Tax effect on share of loss of a FEAG— A8 A Rl
jointly controlled entity ZHB R 587 -
Tax effect of expenses not deductible T*R?I%LTHJDH
for tax purpose 22 B A 53,683 4,480
Tax effect of income not taxable for ERE L ATTHZ
tax purpose WA 2 B 5 B (3,782) (2,061)
Utilisation of tax losses previously 2R T R R
not recognised Z B EE (3,090) -
Tax effect of tax losses not recognised KRR 2 BLIA R 11,366 477
BB
Overprovision in respect of prior years R BB - (121)
Effect of different tax rates of overseas g ST 8 A
subsidiaries UNEE s % (2,020) 2
Others HAth - (79)
Tax (credit) expense for the year AAEFEBIE () O (5,385) 4,869
14. DIVIDENDS 14. BB
2006 2005
HKS’000 HK$’000
F# FHTL
Dividends recognised on distribution A 7 R 40 VIR e R
during the year Z B
2005 interim dividend of HK3.0 cents N ZZFRFEFBRE
per share paid (2006: Nil) E;’i?).O(%ﬂJJ - 9,808
2004 final dividend of HK4.5 cents (ZFZ /\E 4E)
per share paid (2005: Nil) B A = D AR K A S
HEM.MMJJ
(CEEAAE ¢ IE) - 14,713
- 24,521
No final dividend for the year ended 31 December 2006 and %$@]ﬁﬁ£§$ R E N
2005 have been proposed by the directors. R _EEAEFT A= T—HIE

@TE‘Z*@%E&Q o
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
REMBRAME

For the year ended 31 December 2006
BEZEZENFF A= —HIEFE

15. (LOSS) EARNINGS PER SHARE 15. ) (& H) &

The calculation of the basic and diluted (loss) earning per
share attributable to the equity holders of the Company is
based on the following data:

(Loss) earnings for the purposes of basic I LA 38 & B3 A& K
and diluted (loss) earning per share #H (1R &2z
(E18) 2 A
Weighted average number of ordinary B DAL R A
shares for the purposes of basic (loss) B 2 38
earnings per share TN T2 3

Effect of dilutive potential ordinary shares: E.yE7E # 1 i 2

ZEER R
Share options i I
Weighted average number of ordinary A DAt O A i v
shares for the purposes of diluted B 2 388
earnings per share TN T2 8

The weighted average number of ordinary shares for the
purpose of calculating basic (loss) earnings per share for the
year ended 31 December 2006 and 2005 has been
retrospectively adjusted for the effect of the rights issue
completed subsequent to the balance sheet. Details of the
rights issue are set out in note 37.

No diluted loss per share is presented for the year ended 31
December 2006 as the exercise of the Company’s
outstanding share options for the year ended 31 December
2006 would result in a decrease in loss per share.
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e

2006 2005
HKS’000 HK$’000
F#x Fi& T
(349,592) 7,608
372,730,222 339,665,843

N/A 14,206,245

N/A 353,872,088

BE-FEAFR-FERAF T
A= B AR R LA R4 2
O $8) 1 2 0 3 1 29
B TR R 5 L2 B 2
BRI R - R R
W 37 <

HRTHEALRBRE “FEARET
TH = BRI W ORAT
P HE A P SO IO 4R BB > B
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
REMBRAME

For the year ended 31 December 2006
BEZZENFF A= —HIEFE

16. PROPERTY, PLANT AND EQUIPMENT 16. W% ~ B K it
Furniture, Telephone
Plant Leasehold fixtures and
and  improve- and  computer Motor
machinery ments equipment  systems  vehicles Total
&R ~

ME KER B &
W RES WEERE Rl BERERA K k|
HK$’000  HK$'000  HK$’000  HK$’000  HK$'000  HK$’000
T T T T T T

COST JEA
At 1 January 2005 NoRERE

—H—H 24,717 219 3,833 5,633 1,976 36,378
Currency realignment &% - = 760 (104) 77) 579
Additions wE 63,053 50 856 1,743 1,072 66,774
Disposals ke - = (59) (26) (230) (315)
At 31 December 2005 A “EEH A

+-HA=1+—H 87,770 269 5,390 7,246 2,741 103,416
Currency realignment &% - - 54 177 102 333
Additions wE 24,000 - 1,341 530 - 25,871
Disposals ik (1,451) = (141) 7) - (1,599)
At 31 December 2006 C“ETNE

Jr A=+— 110,319 269 6,644 7,946 2,843 128,021
DEPRECIATION AND o 85 B g

AMORTISATION

At 1 January 2005 hZFE LA

—H—H 3,532 96 2,348 3,134 1,200 10,310
Currency realignment &A% - = (17) 88 (38) 33
Provided for the year — ZR4FJi ¢ fff 12,336 39 877 1,835 559 15,646
Eliminated on disposals 8 5 it & - - (59) (16) (230) (305)
At 31 December 2005 A “EEH A

+-H=+—H 15,868 135 3,149 5,041 1,491 25,684
Currency realignment &% - - 28 143 61 232
Provided for the year — ZR4F i ¢ fff 22,457 40 2,423 478 527 25,925
Eliminated on disposals & it & (433) s (72) ©) s (508)

At 31 December 2006 A “EEANE
TZA=T-H 37,892 175 5,528 5,659 2,079 51333

CARRYING VALUES W T A
At 31 December 2006 A “ETANE
+-H=+—H 72,427 94 1,116 2,287 764 76,688

At 31 December 2005 A “EEH A
+ZA=+—H 71,902 134 2,241 2,205 1,250 77,732
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2006
BEZEZENFF A= —HIEFE

16. PROPERTY, PLANT AND EQUIPMENT (continued)

17.

The above items of property, plant and equipment are
depreciated on a straight-line basis at the following rates per
annum:

20%
Over the shorter of the term of the
relevant lease or 15%

Plant and machinery
Leasehold improvements

Furniture, fixtures and 15%
equipment

Telephone and computer 30%
systems

Motor vehicles 20% - 30%

At 31 December 2006, the carrying value of the Group’s
property, plant and equipment included an aggregate
carrying values of approximately HK$46,929,000 (2005:
HK$59,166,000) in respect of assets held under finance
leases.

INTEREST IN/TRADE AND OTHER RECEIVABLES
FROM A JOINTLY CONTROLLED ENTITY

16.

17.

W~ W5 s s
kW R R EEE T

FRDESEFIEE
W& R 2 20%
HEMELE A B 2 5
5% 815%

il - B 15%

Jo F A
CAiPN 30%

B RS
R 20%% 30%

REFEZANFEFZH=Z+—H &
LY~ W RS 2 R (A
AEEMEHEHET I RERE
AR T (E 4 46,929,000% 7T (. FE H
4 © 59,166,000% TT) ©

R—H a8 AR 2R T

We— Il f W B 5 B A
JE Wik

2006 2005

HKS’000 HK$’000

T#c Tt T

Cost of unlisted investments I B E 2 A 41,003 41,003
Deemed contribution upon adoption of 7 5 4k 7 itk & 5t e
HKAS 39 (Amendments) & HKFRS 4 #3998 (KB K
(Note) T s T 5 o L

5 495 IR 0L A

& (At 3,354 -

44,357 41,003

Share of post-acquisition losses (Note) g Ak R AR 18 (AL (44,357) (41,003)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

17. INTEREST IN/TRADE AND OTHER RECEIVABLES

FROM A JOINTLY CONTROLLED ENTITY (continued)

Details of the Group’s jointly controlled entity at 31
December 2006 are as follows:

Form of Place of
Name of jointly business registration/
controlled entity structure operation

ma AR M

For the year ended 31 December 2006

HEZERENEF ZH=A—HILEE

17. R—H B AR Z T

W— A AR Y5 &kHA
JRE WOk JE ()
RoBEAREF A=+ —A &
EEABAT BT

Proportion of nominal

value of registered

capital indirectly
held by the Group  Principal activities

ARLEH
4% #5 A 2 vt
G -vanEA EBEWERA i REE RARZEMEE  BEEH
Shenzhen Top Guo Wei Incorporated ~ The People’s 46% Manufacture of telephone
Electronics Co., Ltd Ak i AR ST Republic of China and related products
(“Guo Wei”) (the “PRC”) R E R
FIHEE B E T R GE YNl B
(T ]) (T Ed])

Trade and other receivables from the jointly controlled entity
mainly arose from the net result of purchase of finished
goods from Guo Wei and purchase of raw materials on behalf
of Guo Wei. The amount is unsecured, non-interest bearing
and repayable on demand. Included in the balance of current
liabilities of HK$866 million was an amount of HK$638
million due to the Group, against which an impairment loss
of HK$362 milllion had been recognised by the Group in
previous years.

In view of the unsatisfactory financial position of the jointly
controlled entity, the Group had recognised an additional
impairment loss of approximately HK$169 million in respect
of the amount due from a jointly controlled entity as at 31
December 2006.

JE Wit £ 788 A 5 R R B L At 1B Wi
FOH E AR A B AR R
R B TR 2 TR o
SRMBMILH - 68 REEEX
B M o A H) A KA 6
866,000,000 70 H1 > £ 45 M A A4
]~ 7 JE 638,000,000 G » A 4E [H]
Eatl iR EHEEEHIREA 2 A
AR 7 D AR 4F 8 1 52 362,000,000
Wor 2 WA

ERAEEARZ BRI AEE
REFHER _ZEZRNF+_H=1
— H gt R i — [ & 78 2 B R OE B b
i 5 3811 5 18147 169,000,000 T
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For the year ended 31 December 2006
BEZEZENFF A= —HIEFE

17. INTEREST IN/TRADE AND OTHER RECEIVABLES 17. R—H G B AR Z ML
FROM A JOINTLY CONTROLLED ENTITY (continued) B—H a8 ARHE S &AM
Y WK ()
The summarised financial information in respect of the TRyE A [l 4% 0Tl 2 R BERE
Group’s jointly controlled entity according to its unaudited HEEH > BN 7 2 R G R
management accounts is set out below: EHFIMT
2006 2005
HKS’000 HK$’000
T#r T# T
Results £
Revenue i i 1,632,252 1,836,086
Loss for the year (Note) AAEERE (W) (161,548) (9,324)
Loss for the year attributable to the Group 7 %E [ JE fif A< 4F ¥ i 48 (3,:354) -
Financial position S 75 R L
Non-current assets I G 162,004 178,216
Current assets U B 173,260 191,046
Current liabilities i E) & 6% (866,132) (744,349)
(530,868) (375,087)
Net assets attributable to the Group A AR [ AL B I (E - -
Note: The Group has discontinued including its share of results of fiat  ALEBE G B R 2 B 5k

Guo Wei once the cumulative share of losses of Guo Wei is
equal to the investment cost in Guo Wei. The Group will not
resume including its share of any future profits of Guo Wei
until its share of such profits equals the share of losses not
recognised.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

17. INTEREST IN/TRADE AND OTHER RECEIVABLES
FROM A JOINTLY CONTROLLED ENTITY (continued)

The amounts of unrecognised share of loss of Guo Wei,
based on its unaudited management accounts, are as

ma AR M

For the year ended 31 December 2006
BEZZENFF A= —HIEFE

17. A—HEBEAR ZHER /T
W—MaEaa 85 kA
JRE Wt 3K T (40)

REBHE B REEZEHER > &
FERRMEAL B B 2 s R RN T

follows:
2006 2005
HKS’000 HK$’000
F#x T
Unrecognised share of loss of a jointly AR A B K e RR B A
controlled entity for the year —MH A EAFZ (74,312) (4,289)
Accumulated unrecognised share of ZEH R R AL
losses of a jointly controlled entity —HEB AR ZIER (79,031) (4,719)
18. INTANGIBLE ASSETS 18. JEJE &
Product
development
expenditure
JE iy PR 8% 5
HK$’000
T
CoST A
At 1 January 2005 o EEHE—~H—H 97,618
Additions "E 86,250
At 31 December 2005 REFZFRFET+ZA=Z+—H 183,868
Additions "E 50,609
At 31 December 2006 REFZFRFELZA=Z+—H 234,477
AMORTISATION AND IMPAIRMENT 1 51 2 A
At 1 January 2005 o EERHE—~H—H 39,799
Charge for the year AAE B R 22,700
At 31 December 2005 R-EFLFE+_A=+—H 62,499
Impairment loss recognised £ R8I (B 5 4R 72,531
Charge for the year G EN] S 30,400
At 31 December 2006 REZEEANFET+ZHA=+—H 165,430
CARRYING AMOUNTS W THI
At 31 December 2006 R_EEANFE+_A=+—H 69,047
At 31 December 2005 R-EFLFE+_A=+—H 121,369

—ERRAFEER HENEAERA A 85



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

18.

19.

20.

=g e

For the year ended 31 December 2006
BEZEZENFF A= —HIEFE

INTANGIBLE ASSETS (continued)

The directors have reviewed the carrying value of intangible
assets at 31 December 2006 and an impairment loss of
approximately HK$72,531,000(2005:Nil) has been identified
because the production of the relevant products was delayed
or suspended. The carrying amount of intangible assets
specifically related to those products was fully impaired.

In the opinion of the directors of the Company, the
intangible assets are worth at least their carrying amounts.
At 31 December 2006, other than an amount of
approximately HK$34 million (2005: HK$96 million) which
was technologically mature and waiting for purchase orders
with no amortisation, the remaining intangible assets had
been put into commercial use.

Product development expenditure is amortised over a period
of 3 years.

INVENTORIES

Inventories, representing finished goods, as at 31 December
2006 and 2005 are carried at cost.

TRADE, BILLS AND OTHER RECEIVABLES

Trade and bills receivables
Other receivables

HoAh B W s
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18.

19.

20.

FE W B 2 B % R MR 48

B G & ()

EHCOHERBVEE N _FENE
+ A=+ —HZERME > HidA
BH 2 2 A HE R Lk T O
{E 518 4172,531,000 7T (“FEH
o) o MILEE (R BN %%
B ) 2 SR (A E 2 He M -

AN EARE  BIEEERDH
MR HIREE - R ZFFAFE+
“H=EtT—H s BREHMNERAK
e R IERT ORS8O A
34,000,000% G ( = & & f 4 :
96,000,000 70) A » #2  Z HETY &
ECEMERR -

e 0 BB S T 0 S AR

s
ROFEAERFFEET A
=F— R A R TR
I -

FE W 52 2 Bk >
L At JE W I

TEWCEE 15 K

2006 2005
HKS’000 HK$’000
F#T T
17,983 22,248
11,375 15,131
29,358 37,379




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
REMBRAME

For the year ended 31 December 2006
BEZZENFF A= —HIEFE

20. TRADE, BILLS AND OTHER RECEIVABLES (continued)

21.

The Group allows an average credit period ranging from 30-
90 days to its trade customers. Details of the aged analysis
of trade and bills receivables are as follows:

o0 - 30 days ZE=1H
31 - 60 days =t+—%Z/1+H
Over 60 days ATHUE

TRADE RECEIVABLES WITH INSURANCE COVERAGE

The Group allows an average credit period ranging from 30-
90 days to its trade customers. Details of the aged analysis
of trade receivables with insurance coverage are as follows:

o0 - 30 days ZE2=1H
31 - 60 days =t+—%Z/1H
Over 60 days ATHMUE

20.

21.

JE W B 5 Bk
JE At JE Wit K JE (D)

TEWCEE 15 K

AEBEBTHEGEF ZFHEH
MRAB=TZNTH - GFHREK
B 7% MR I B WA SR 4 2 MR it A

T
2006 2005
HKS’000 HK$’000
TF#x TH# T
6,743 18,149
6,504 1,136
4,736 2,963
17,983 22,248
DR Z W E 5 R

AEFEBTHEGEF ZFHEH
MRAB=FTZNTH  -FHCH

R 2 BB W 5 R 3k 2 R it 0 T A

T
2006 2005

HKS’000 HK$’000

F#T T

63,190 117,790

15,227 91,603

905 36,742

79,322 246,135

A
Sl

HENBEERD A
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22. BILLS RECEIVABLES DISCOUNTED WITH FULL 22. M 47 4B R RE 2 FE RS B
RECOURSE LR
AEBLTREEF 2 P HEE

MRAB=+ZN+H - HEHMA
AT 76 TR AR 2 B AU B SR 4 2 Rt

The Group allows an average credit period ranging from 30-
90 days to the trade customers. Details of the aged analysis
of bills receivables discounted with full recourse are as

follows: AR
2006 2005
HKS’000 HK$’000
TF#x TH# T
o0 - 30 days ZE=1H 57,138 80,901
31 - 60 days =t+—%Z/1+H 60,341 4,595
Over 60 days ATHUE 10,670 1,996
128,149 87,492
23. TRADE AND OTHER PAYABLES 23. FEAT B 5 M ok B L il JE £ 2k

H

2006 2005
HKS’000 HK$’000
TF# TH# T
Trade payables JEAT B 5 Rk 262,019 176,612
Accrued charges et A 57,212 42,793
319,231 219,405

Details of the aged analysis of trade payables are as follows:

A BB 5 R B R AT

T
2006 2005

HKS’000 HK$’000

TF# TH# T

0 - 30 days Fx=1H 85,695 122,495
31 - 60 days =t+—%Z/1H 59,299 31,169
Over 60 days ATHUE 117,025 22,948
262,019 176,612
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24.

25.

26.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

ADVANCES DRAWN ON TRADE RECEIVABLES WITH
INSURANCE COVERAGE AND ADVANCES DRAWN
ON BILLS RECEIVABLES DISCOUNTED WITH FULL
RECOURSE

The effective interest rates on the Group’s advances drawn
on trade receivables with insurance coverage and advances

drawn on bills receivables discounted with full recourse are
6.6% (2005: 5.5%) per annum.

AMOUNTS DUE TO DIRECTORS AND MINORITY
SHAREHOLDERS

The amounts due to directors were unsecured, non-interest
bearing and repayable on demand.

The amounts due to minority shareholders are unsecured,
non-interest bearing and have no fixed repayment terms.

FINANCIAL GUARANTEE CONTRACTS

f&

op

#

i
biT!

Financial guarantee contracts Sl

In September 2006, the Group has given financial guarantees
to two banks in respect of the credit facilities of
HK$56,634,000 granted to a jointly controlled entity for a
period of 10 months. The directors have assessed the fair
value at the date of granting the financial guarantees to be
approximately HK$3,354,000 and the amount is amortised to
the consolidated income statement over the period of the
facilities granted.

24

25.

26.

ma AR M

For the year ended 31 December 2006
HEBENFL ZH = —HILFE

X B8R REWH 5 IRz
Bk K TS WA 4 T AR R
2 B W B 3 55 4 < Bk

AEE 2 X E BRI E 5 IR
2 HGR N TS WA A T AR R
Wl B SRR 2 B B R AE R R S
6.6% (ZFE N © 5.5%) °

VB £ 3 5 K A B sk 0]

JEAof < ORI - B R
i TR BB (R -

JEASF D BB R R B AR - 2
T LV

SRERGH
2006 2005
HKS’000 HK$’000
TF# T
2,683 -

RZFFNENA > AEBC RS
FT—HMAEEARA AW TEAZGEE
Fil 4 56,634,000 JC ] 1 [H] $R 17 $2 it
SRER - FF OGS RS RD
A A 2 T H 4 53,354,000
TG o T % 4 B LR 4% ) R 2 3
W TE4E B g5 & h 8 o

—ERRAFEER HENMBEAERAA EEE
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For the year ended 31 December 2006

HEZFEENFET A

=1t —HILFE

27. OBLIGATIONS UNDER FINANCE LEASES

It is the Group’s policy to lease certain of its fixtures and
equipment under finance leases. The average remaining

lease term is 3 years (2005: 4 years).

Interest rates

underlying all obligations under finance leases are either
fixed or variable at respective contract dates ranging from
4.49% t0 6.46% (2005: 4% to 6%). No arrangements have
been entered into for contingent rental payments.

Amounts payable under
finance leases

Within one year

In more than one year but
not more than two years

In more than two years but

not more than three years
In more than three years but

not more than four years

Less: Future finance charges

Present value of lease
obligations

Less: Amount due for
settlement within
12 months (shown

under current liabilities)

Amount due for settlement
after 12 months

M EHE T
Z EAT &%

—FRN
TR 8 — 4 {H A 260 T 4

TR 28 799 A (H A 2 = 4

R = 4 {H A 26 PO 4

W AR A

HEEE B

5 it D5 W
TECZTA
(B 77 it B
£ 1)

+ =M H &2
8% 2 A

27. MEMBHETZEHE

AEE 2 BRARBEMEHE B H
EEJFKE& S o ff T AT
B (CETHE  UE) - BT A
m%m%lﬁﬂ B 2 1 B A 26 5
%EZ%E”JEHZIE& I 4.49% %
6.46% (ZFEHF © 4%%6%) 217
) A R o ;@éff%ﬁﬁﬁiujzwﬁﬁm:%m
Ak -

The Group’s obligations under finance leases are secured by
the lessor’s charge over the leased assets.
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Minimum Present value of
lease payments minimum lease payments
B (KA & B K & BUE
2006 2005 2006 2005
HKS’000 HK$’000 HKS’000 HK$’000
TF#c TH# T TF# TH# T
18,234 20,975 16,959 19,349
10,792 16,998 10,425 15,871
1,729 9,329 1,698 8,778
- 1y383 - 1,361
30,755 48,685
(1,673) (3,326)
29,082 45,359 29,082 45,359
(16,959) (19,349)
12,123 26,010

ALEEMEHEHET 2 HH > U
A B B B E AR R
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BEZZENFF A= —HIEFE

28. BANK AND OTHER BORROWINGS 28. SRAT R AbAG &
2006 2005
HKS’000 HK$’000
F#x T
Trust receipt loans, unsecured fEREIR R B > ML 23,527 95,689
Other bank loans, unsecured HAh R AT B0 > AL - 14,352
23,527 110,041
The loans will be repaid within one year after the balance BPON & H HEF —FREE -
sheet date. Except for the other bank loans which carried B DARE € A 3R 51 B 2 HAh SR AT &K
interest at fixed-rate, all other bank borrowings carry interest G B A A ERAT B3 DL TE B A
at variable rates. HEHE o
The effective interest rates on the Group’s borrowings as at il M e SRE TR = By
the balance sheet date are as follows: I
2006 2005
Effective interest rate: B A %
Trust receipt loans & AR &K 6.5% 5.6%
Other bank loan HoAh 8RR 17 &K - 6.3%
The Group’s borrowings that are denominated in currencies UHBREBERYRERUIIZE
other than the functional currencies of the relevant group Wabm 2 A EEEEEIIWMT -

entities are set out below:

HK$’000
Fits o

At 31 December 2006 REoERRET A=+ —H 22,746

At 31 December 2005 R-EFLFE+_A=+—H 91,148

TEEREER HENBEERD A &)
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29. SHARE CAPITAL OF THE COMPANY 29. A w Z AR
Number of

Notes shares Amount

fif it B % E Eig ]

HK$’000

TET

Ordinary shares of HK$0.1 each: R E T2 T

AUTHORISED: B

At 1 January 2005, 31 December N_ZFERFE—-H—H"

2005 and 2006 “EERER
“EEANEFZA=Z+—A 2,500,000,000 250,000

ISSUED AND FULLY PAID: CRITRAR :

At 1 January 2005 W oEERFE—H—H 324,898,660 32,490

Exercise of share options 7 {5 B P @ 2,120,000 212

At 31 December 2005 RE-FZHREF-A=1+—H 327,018,660 32,702

Exercise of share options 771 i P @) 725,000 72

Shares placement AL & et (b) 82,000,000 8,200

At 31 December 2006 REEANFET_H=+—H 409,743,660 40,974

Notes: ftaE -

(@ During the year ended 31 December 2006, 725,000 (2005: (@ REEZFEZANFELZHA=1+—H
2,120,000) ordinary shares in the Company of HK$0.1 each 1E4EFE > 725,000/ (ZEFHAF
were issued upon the exercise of 725,000 (2005: 2,120,000) 2,120,000/%) B {Ho. 1M T 2 A&
share options, giving a total cash consideration of 2 R A8 IR 2 R AT 725,000 (2
HK$739,500 (2005: HK$1,283,000). FENAE © 2,120,0001) 1 I HE

B4 > B 4 R E A 7395000 T
(ZFEE R © 1,283,000070) °

(b) On 10 July 2006, the Company, Uniden Corporation (“Uniden”) b)) MoFERNELA+TH ARXF -
and Uniden Hong Kong Limited (“Uniden HK”) entered into a Uniden Corporation ([ Uniden)) &
subscription agreement (“Subscription Agreement”) pursuant Uniden Hong Kong Limited
to which the Company agreed to issue and allot to Uniden HK (TUniden HKJ) 5T 57 58 i i (172
agreed to subscribe for 82,000,000 new shares at an MR ) 5 PENE > A A )
aggregate subscription price of HK$143.5 million. Uniden HK#EAT f2 Bl % - 1l Uniden

HK7] i 52 i 82,000,000 BEHT B 143 >
A58 0 18 £ 143,500,000 T °

All the new shares issued during the year ended 31 REE_FEZANFEF A=+ —H

December 2006 ranked pari passu with the then existing I FEENC BT ZIAR RS - B

shares in all respects. T & 7 T BRE R I = AR A R
5 o

Details of the share capital movement subsequent to the JA &5 58 H AR 2 B A 5 B o A O Bt

balance sheet date are set out in note 37. FE37 0
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

30. SHARE-BASED PAYMENT TRANSACTIONS

Equity-settled share option scheme:

Pursuant to a special resolution passed at the general
meeting held on 23 May 2003 under which the Company’s
board of directors may, at its discretion, grant options to
eligible persons including directors and employers, a new
share option scheme (the “2002 Scheme”) was adopted by
shareholders, to subscribe for shares in the Company for the
primary purpose of providing incentives to directors and
employees.

The exercise price of the share options under the 2002
Scheme is determined, at the discretion of the Directors, and
must be at least the higher of:

(@) the average of the closing price of the shares of the
Company as stated in the Stock Exchange’s daily
quotation sheets for the five business days immediately
preceding the relevant date of offer of the share
options;

(b) the closing price of the shares of the Company as stated
in the Stock Exchange’s daily quotations sheet on the
relevant date of offer of the share options, which must
be a business day; and

() the nominal value of the shares of the Company.

The maximum number of shares which may be issued upon
exercise of all outstanding options granted and yet to be
exercised under the 2002 Scheme and any other share
option schemes of the Company shall not in aggregate
exceed 30% of the shares in issue from time to time.

The total number of shares issued and may be issued upon
exercise of the options granted to any individual under the
2002 Scheme and any other share option schemes of the
Company (including exercised, cancelled and outstanding
options) in any 12-month period must not exceed 1% of the
shares in issue.

30.

ma AR M

For the year ended 31 December 2006
BEZZENFF A= —HIEFE

PLR AR 2 BB 2 Ak 2 2 5
TR 55 57l e it )

RE—HR _FF=FAA 1=
HEAT 2 SRR & Bl 2 5 Al
i A o T R B RCER Ak 2 5 O b
B ([ZFF 4] > ARAE
HE A I RE S AL (1
HHENER) BT > DR A
KA > EEE AR SR E
K& -

TRF ARG Z W BT R
HHEE IS THM S RE (DU &
RE)

(@) ZHA B EBER S P AT
1852 5 FOS 6 52 B 4 H 4B %
18 2 A A B F ¥ i

f&

(b) A Bl i AR A2 oy 303 78 Tt 52 P
B H R AE R 2 AR F B
Wi {8 - R HBERBREH
K

© AnEBpZHHE -

AR = F % ARG E KA N FE T
At S FECHE BT BT A A T R
706 2 B A - AT BEAR AT 7 34T
B A7 2 e s S S o R A B
T2 I AR 30% ©

FAEAT + — A8 A S A A7 AR 52
ZBF ARG A AR T H A
S JSCHRE 3 ) AT N 4% T S B
(ELIREATHE ~ a8 K i RATOE 2 1
FBCHE) T 8 AT AT T 8 AT 2 BB A
B AT C TR A% o

—ERRAFEER HENEAERA A 93
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For the year ended 31 December 2006
BEZEZENFF A= —HIEFE

30. SHARE-BASED PAYMENT TRANSACTIONS (continued)

Equity-settled share option scheme: (continued)

The 2002 Scheme will remain in force for a period of ten
years commencing from the date of adoption of the 2002
Scheme, after which no further options shall be granted but
the options which are granted during the life of the 2002
Scheme may continue to be exercisable in accordance with
their terms of issue and the provisions of the 2002 Scheme
shall in all other respects remain in full force and effect in
respect thereof. Options may be exercised in accordance
with the terms of the 2002 Scheme at any time during the
period as the board may determine in granting the option
but in any event not exceeding ten years from the date of
grant.

Options granted under the 2002 Scheme must be taken up
within 30 days of the date of grant. Upon acceptance of the
option, the grantee shall pay HK$1 to the Company by way of
consideration for the grant.

At 31 December 2006, the number of shares in respect of
which options could be exercisable under the terms of the
2002 Scheme was 21,167,000 (2005: 23,047,000)
representing 5.17% (2005: 7.04%) of the shares of the
Company in issue at the date.
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30. B A EEBRZ N RZR S

(8)
R i S IR W it A ¢ (A

“F T AERHE B AR A B R R
THERRAR - % H R AA
B O MR T F A
w300 1 352t 2 S PR HE 73 AT AR
BTGB T TR > T —FF
TARFRE 2 B A BT A HAA B 7
AT B A R RTT o R AT
S B IRy BT P E 2 A
ATy By ] AR AR — % % — 4t 3 2 Mk
T AT ME S 390 ] AE A o] 1 20
RECER YR R MER P i o2
A o

BRI T T AR R 2 IR B
ZRH B F R =1 H R -
T B0 SR AR AR > RN 1) AR
Al A RE T -

REZFEZRFETFH=+—H 1
BoXE R 2R T AT
i 2 W ik HE Br B 1T 2 TR
H 5 21,167,000/ ( — & & H 4
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
REMBRAME

For the year ended 31 December 2006
BEZZENFF A= —HIEFE

30. SHARE-BASED PAYMENT TRANSACTIONS (continued) 30. UM B EBEZ AR Z R 5

(#)
The following table discloses the details of the Company’s T R TAE R A T B R A
share options and movements during the year: s bl > S SR
Balance
Balance at
at 31,12,2006

112006  Exercised Lapsed 1 -ZENE
Exercise pricc.  R-ZZAH during during 1+ZA

Date of grant Expiry date Notes per share —H—H the year the gl;ar E{r* H
AL i lif3 EP&W% ZEl MENGEE RERKR Zhith
HK
B
(Note
(it
Employees
[E8
4.12.2002 3.12.2007 (b)&(c) 0.292 1,895,000 - - 1,895,000
3.3.2003 2.3.2008 (b)&() 0.385 4,400,000 - - 4,400,000
9.12.2003 8.12.2008 (b)&(d) 1020 9,940,000 (725,000)  (550,000) 8,665,000
16.3.2004 15.3.2009 (b)&(d) 0.996 4,400,000 - - 4,400,000
18.10.2004 17.10.2009 (b)&(e) 2.120 2,412,000 - (605,000) 1,807,000
Exercisable at the end of the year
TR A7 {8 23,047,000 (725,000)  (4,155,000) 21,167,000
Weighted average exercise price
MEFHRER HK$1.02
Balance
Balance at

at 31,12,2005
Exercise 112005  Exercised Lapsed R-ZZHE
price  R-FRLE during during +2H

Date of grant Expiry date Notes per share *)‘% —f the year the year E{r* H
AL HHH lif3 ﬁ%ﬁ% Zhth RERGE  REREN Zhith
HK
T
Employees
£
5.6.2001 4.6.2005 ) 0.434 1,500,000 (1,500,000) - -
4.12.2002 3.12.2007 (b)&(c) 0.292 1,895,000 - - 1,895,000
3.3.2003 2.3.2008 (b)&() 0.385 4,400,000 - - 4,400,000
9.12.2003 8.12.2008 (b)&(d) 1020 10,560,000 (620,000) - 0,940,000
16.3.2004 15,3.2009 (b)&(d) 0.996 4,400,000 - - 4,400,000
18.10.2004 17.10.2009 (b)&(e) 2,120 2,412,000 - - 2,412,000

Exercisable at the end of the year

T BRI A7 {8 25,167,000 (2,120,000) - 23,047,000
Weighted average exercise price
MEFHER HK$0.61
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30. SHARE-BASED PAYMENT TRANSACTIONS (continued)

Details of the share options held by the directors included in

the above are as follows:

Date of grant Expiry date
RLAM 2
Directors

#%

4.12.2002 3.12.2007
3.3.2003 2.3.2008
9.12.2003 8.12.2008
16.3.2004 15.3.2009
Exercisable at the end of the year
RELRT T

Date of grant Expiry date
RLAM HAH
Directors

#%

5.6.2001 4.6.2005
4.12.2002 3.12. 2007
3.3.2003 2.3.2008
9.12.2003 8.12.2008
16.3.2004 15.3.2009

Exercisable at the end of the year

RERBT T

Weighted average exercise price

b SRELi
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Wit

Notes

Wit

30.

Exercise
price

per share
BRITRER
HKS

i
(Note f)
(Wit

0.292
0.385
1.020
0.996

Exercise
price

per share
BRITRER
HKS

i

0.434
0.292
0.385
1.020
0.996

DA B s FE TR 2 A ik 2 R 5

(%)

CRFEE ECh#EERSA Z R

FEEWT
Balance Balance
at at
11,2006 Lapsed 31,12,2006
REFEAE duing  REZBAE
~A-H the year += 1=+
ZEl REREM kit
{No(e f
(WiztD
1,875,000 = 1,875,000
4,400,000 - 4,400,000
7,600,000 - 7,600,000
4,400,000 - 4,400,000
18,275,000 = 18,275,000
Balance Balance
at at
11,2005 Lapsed 31,12.2005
REBRLE duing  R-ZZLE
—A-H the year +=H =1
ZEl REREM kit
1,500,000 (1,500,000) -
1,875,000 = 1,875,000
4,400,000 = 4,400,000
7,600,000 - 7,600,000
4,400,000 - 4,400,000
19,775,000 (1,500,000) 18,275,000

HKS$0.43



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

30. SHARE-BASED PAYMENT TRANSACTIONS (continued)

Notes:

(@ The options were granted pursuant to the share option
scheme of the Company adopted on 7 September 1999.
Options are fully vested at the date of grant and may be
exercised at any time from the date of grant to their 5th
anniversary.

(b) The options were granted pursuant to the 2002 Scheme.

() Options may be exercised at any time from the date of grant
to their 5th anniversary.

(d) Options granted are fully vested at the date of grant. Options
granted to directors of the Company and may be exercised at
any time from the date of grant to their 5th anniversary.
Options granted to employees (other than directors) are
exercisable subject to (i) up to 50% of the options are
exercisable from 9 December 2003 to 8 December 2004; (ii)
all remaining options are exercisable from 9 December 2004
to 8 December 2008.

() Options are exercisable subject to (i) up to 50% of the
options are exercisable from 18 April 2005 to 17 October
2005; (ii) all remaining options are exercisable from 18
October 2005 to 17 October 2009. In addition, item (i) has
two vesting periods ranging from 19 October 2004 to 31
December 2004 and 1 January 2005 to 17 April 2005; item (ii)
also has two vesting periods ranging from 19 October 2004 to
31 December 2004 and 1 January 2005 to 18 October 2005.

(f)  The number and exercise price of the share options granted
will be adjusted as a result of the rights issue in January
2007. Details are set out in note 37.

In respect of the share options exercised during the year, the
weighted average closing price immediately before the dates
of exercise is HK$1.62 (2005: HK$2.75).

The Group recognised an expense of HK$1,125,000 for the
year ended 31 December 2005 (2006: Nil) in relation to share
options granted by the Company.
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30. B A EEBRZ N RZR S
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@ BEEAEJIRER - IIFENLA L
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(b) i FBCHE )3 AR 98 — & AR R 4R
i o

(©  WERCHERT %t B =R A
5 FU A AR 1 2 AE AT IR ) AT 08

d) ®TFZHEBERE S P8 2U0E
JB o 5T AN Al = WA T
R H AT R B A RO 4 1k
AL AT - TR R (E
HPASh) 2 B IO HE 2 AT 0 32 31 L
TR+ ()5 R 50% 2 i A HE T
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M4+ = H/\H (LB R AT
R ()BT B A B B vT el — &%
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(e) MEMEHE 2 AT ZEH 32 B DR R < (i)
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AREZZZIFETA+LHIEM
I RATE o BEAh - 5 G)TE A M R b
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O RHZBRERE LATEESE R
ZRR L A AT 2 S
¥ oo AR 37 o

JAAE AT 2 B 1R X A AT
H BT 22 i 4 T £ 5 T 4 2% 1,620 5T
(ZFFLE : 2.75%TT) ©
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+— H IR AL R R 2 R
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o IE) o
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31. MAJOR NON-CASH TRANSACTION

During the year ended 31 December 2006, the Group entered
into finance lease arrangements in respect of assets with a
total capital value at the inception of the leases of
approximately HK$3,524,000 (2005: HK$50,848,000).

DEFERRED TAX LIABILITIES

The following are the major deferred tax (assets) liabilities
recognised and movements thereon during the current and
prior reporting years:

32.

31. FEEBER G

REEFEAFETA=1+—H
IEFEE ZIKEIE?E}?A#EZ’JI%EJ%‘EI%
$ 50,848,000(%75 Z%F?fﬁ%ﬂ
BEHEZ -

e St B JH £ A

AR 5 T A% i ot 47 BE B A o 47
EER 2 ERIEEHIA (BE) A
KA

32.

Accelerated
tax deduction
Accelerated  on product
tax development Tax
depreciation expenditure losses Total
JEE it B %
M 3z s
BLETE  BEIWE BEER A5t
HK$’000 HK$’000 HK$’000 HK$’000
TH# T TH# T TH# T TH# T
At 1 January 2005 i 42 S S
—H—H 2,019 8,011 (7,660) 2,370
(Credit) charge to income FERBIA (FEA)
for the year NS (2,022) 15,035 (9,228) 3,785
At 31 December 2005 e 42 5 S
+—-H=+—H () 23,046 (16,889) 6,155
Charge (credit) to income AR A T BR
for the year (FFA) 49 (9,294) 3,090 (6,155)
At 31 December 2006 IS 2 A S
t=H=1— 46 13,752 (13,798) -

At the balance sheet date, the Group has tax losses of
approximately HK$149,196,000 (2005: HK$101,906,000)
available for offset against future profits. A deferred tax
asset has been recognised in respect of approximately
HK$78,846,000 (2005: HK$96,502,000) of such losses. No
deferred tax asset has been recognised in respect of the
remaining approximately HK$70,350,000 (2005:
HK$5,404,000) due to the unpredictability of future profit
streams. Tax losses may be carried forward indefinitely.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

33. CONTINGENT LIABILITIES

On 28 February 2007, the Company was served with an
Amended Writ issued and filed by Uniden and Uniden HK on
1 February 2007 against the Company, SunCorp Partners
Limited and its four executive directors, alleging that certain
misrepresentations had been made by the Company and four
executive directors, and that the Company had breached a
business alliance agreement and a master production
agreement. On the basis of these allegations, Uniden and
Uniden HK sought, inter alia, (i) a rescission of the
Subscription Agreement entered into on 10 July 2006
between the Company and Uniden HK for the subscription of
82,000,000 shares in the Company; (i) a return of HK$143.5
million to Uniden HK which it paid to the Company under the
Subscription Agreement; and (iii) damages, interest and
costs, from the Company and its executive directors.

On 6 February 2007 and 20 March 2007, the Company issued
announcements, in relation to these legal proceedings and
the termination by the Company of the business alliance
agreement and the master production agreement. The
Company strongly refutes and intends to vigorously defend
Uniden’s allegations and claims and considers them to be
without merit.

In addition, the Group is involved in products recalls with
two customers in connection with the supply of adaptors to
these customers. The adaptors were purchased from an
independent supplier and this supplier has agreed to
indemnify the Group for an amount of HK$2,257,000 if there
is any claim from these customers. The directors believe that
the dispute can be settled without losses to be incurred by
the Group and therefore no provision for losses in this
aspect has been made.

In addition to the above, the Group has given guarantee to
banks in respect of credit facilities utilised by a jointly
controlled entity amounted to approximately HK$31,504,000
as at 31 December 2006 (2005: HK$70,251,000).

ma AR M

For the year ended 31 December 2006

HEZERENEF ZH=A—HILEE

33. KARAME

BoFEELF AT NH AR
] #4% # Uniden & Uniden HK? %
ZHHFEZH—HmAAT - Suncorp
Partners Limited & H 4 4 # 17 # &
B R BRI ES  IRHEEA
AR KRENABITEFELE TR
TR > MR ARN A B R — T
EW ok Nk — T AEEAT & o R
N F% %5 ¥ > Uniden X Uniden HKE:
RKOCH B AL H) ()8 A 2 w] B
Uniden HKR ZFZX4ELH +H
TR ] I 4382,000,000/8 11 5T 3.
2 iR IR 5 () Uniden HIGE AR
B R AN A2
143,500,000% 7T 5 K (ii)) A 2 ) J 3
WITEEREARER A LE
H o

RoZFELF_HARNHE-ZZL
FZHZTH s KRRk
EA &N S RAHE 3 N T
LA E R RN A - AN AR
50 R K 45 A8 W BT HkUniden 2 48 5
LRME > R BZFRERRE
Z R -

WA AEEBERK SR =Y
—FBR SR LR R 2
FE it U o AR [ ) — & B
A JRE 73 5 A 5% 5 5 R B o T UL L B
BWOFE  MZEEFREEMER
f& > G A H 2,257,000 T2
GH - EEMEEZFRVAELALE
HE 5 AT TR 2 15 0L P ik
IRl 62 A ok o T 1 o S 4R B 4

Br baiE A > AEBCHK—HEE
NARZERZANFE+H=+—H
Jir 8 ) 2 5 B2 3 431,504,000 TG
(ZFEZ A 70,251,000 70) [[]4R
FEH R -

—ERRAFEER HENEAERA A 55



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2006
BEZEZENFF A= —HIEFE

34. CAPITAL COMMITMENTS

34. BAKE

35.

Capital expenditure in respect of
acquisition of plant and machinery
contracted for but not provided in
the consolidated financial statements

Capital expenditure in respect of
acquisition of intangible assets
contracted for but not provided in
the consolidated financial statements

OPERATING LEASE COMMITMENTS

Minimum lease payments paid under
operating leases during the year:
— Premises

2006 2005
HKS’000 HK$’000
R K7 2
ERTHERREGES
AR R B 2
AR L - 620
MU EE 2
ERTHERREGES
AR R B 2
BB S 1,776 2,915
s e A
2006 2005
HKS’000 HK$’000
ERNRBEREHE
YAt 2 B A& 4
o /E 1,178 596

As at the balance sheet date, the Group has commitments for
future minimum lease payments under non-cancellable
operating leases in respect of certain premises as follows:

Operating leases which fall due:

Within one year
In the second to third year inclusive

REERE > AEERETYEZAR
AR EE > A RS REHE

GAREWT -

2006 2005
HKS’000 HK$’000

Rg AR T I E Y
—%R 1,070 991

AR A

(B4 E B W) 69 898
1,139 1,889

Operating lease payments represent rentals payable by the
Group for certain of its office properties and warehouses.
Leases are negotiated for an average term of 3 years and

rentals are fixed for an average of 3 years.
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36.

37.

38.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

RETIREMENT BENEFITS SCHEME

The Group operates a Mandatory Provident Fund Scheme for
all qualifying employees in Hong Kong. The assets of the
schemes are held separately from those of the Group, in
funds under the control of trustees. The Group contributes
5% of relevant payroll costs to the Scheme, which
contribution is matched by employees.

In accordance with the relevant rules and regulations in
other countries in which the Group operates, the Group is
required to operate defined contribution schemes managed
by the relevant jurisdictions and to make contributions for
its eligible employees. The contribution borne by the Group
is calculated according to the regulations stated by the
relevant jurisdictions.

The total cost charged to consolidated income statements of
approximately HK$734,110 (2005: HK$1,210,000) represents
contributions payable to the above scheme and other
pension schemes in jurisdictions other than Hong Kong by
the Group in respect of the current year.

POST BALANCE SHEET EVENT

In January 2007, the Group raised net proceeds of
approximately HK$6o million by a rights issue of
204,871,830 shares at the subscription price of HK$0.30 per
share on the basis of one rights share for every two shares
then in issue.

RELATED PARTY TRANSACTIONS

()  The Group purchased finished goods of approximately
HK$1,629,713,000 (2005: HK$1,832,613,000) and plant
and machinery of HK$14,141,000 (2005: Nil) from Guo
Wei. In addition, as at 31 December 2006, certain of
Guo Wei’s bank borrowings amounting to
HK$31,504,000 (2005: HK$70,251,000) were
guaranteed by the Group. The Group also purchased
raw materials on behalf of Guo Wei with zero mark-up.

36.

37.

38.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2006
BEZEZENFF A= —HIEFE

38. RELATED PARTY TRANSACTIONS (continued)

(I) During the year, the Group also purchased finished
goods of approximately HK$24,876,000 (2005: Nil)
from Uniden. Moreover, the Group sold plant and
machinery of approximately HK$1,190,000 (2005: Nil) to
Uniden.

(1) Compensation of key management personnel
The directors of the Group considered that they are the

only key management personnel of the Group. Their
remuneration are set out in note 12(a).
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THE COMPANY

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
REMBRAME

For the year ended 31 December 2006
BEZZENFF A= —HIEFE

39. PARTICULARS OF PRINCIPAL SUBSIDIARIES OF

Particulars of the Company’s principal subsidiaries as at 31
December 2006 are as follows:

Name of subsidiary

WO 24 ) 4 7

HB Electronics (China)
Limited

BT T (FE)
FRAT

MONDIAL Communications
Limited
BEERERAR

MONDIAL Communications
(Europe) Limited

Suncorp Communications
(Europe) Limited

Place of
incorporation/
establishment

i3 v
R K B

British Virgin
Islands

IR G L

Hong Kong
Eifs

England and
Wales
PR R
B 0

England and
Wales

PR R
B

Form of
legal
entity

iy
FEpA

Limited
company

AR A

Limited
company

AR A

Limited
company

AR H

Limited
company

AR

Issued and fully

paid share/

registered capital

SRk
BREBA/
kA

US$1
ordinary share
LM

HK$2
ordinary shares
L M2 T

£10,000
ordinary shares
TR
10,0003

£500,000
ordinary shares
L
500,003 $

39. A 2w £ BB A 7 G

AN w5 £ E B A AR —FFN
FrZA=t—HZFEWT :

Proportion of
nominal value of
issued capital/
registered
capital held by
the Company
KA A
C#RA/
ok M A

T {8 B

%

100

100

100

100

TEEREER kR R 103

Principal activities

EXL 33

Investment holding
fEHR

Research, development
and marketing of
telephones and
related equipment

B BRI TSR
il B

European marketing and
customer liaison for
telephones and
related equipment

TR 7 3574 )
MBS RAEREREF

Marketing and customer
liaison

iR LT R
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39. PARTICULARS OF PRINCIPAL SUBSIDIARIES OF 39. A/ Al 3 E B A A G

THE COMPANY (continued)

Place of Form of Issued and fully

incorporation/ legal paid share/

Name of subsidiary establishment  entity registered capital
CHRTR

Rt B AL/ BE BRRA/

W I 0 ) 44 7 AT EHRER FRUBZEN
Suncorp Communications Hong Kong Limited HK$775,000
Limited ik company ordinary shares
HHER A R HRAH HK$225,000
non-voting

deferred shares

(Note)

L4 775,000 7T

ERFEELR

225,000 T

(it 3F)

Suncorp Industrial Limited Hong Kong Limited HK$100
MEEEHR A Tk company ordinary shares

FIR 2w 3 Be100i T

Suncorp (Service & England and Limited £1,750

Distribution) Limited Wales company ordinary shares

Fet R ARAR Lk

JT A 1,7505 8

Suncorp Information Hong Kong Limited HK$2

Technologies (Asia) Limited 7 it company ordinary shares

AR (G ) ARAHE T4 B2t T
ARAH

Note: The deferred shares practically carry no rights to dividends
or to receive notice of or to attend or vote at any general
meeting of the respective companies or to participate in
any distribution on winding up.
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(%)

Proportion of
nominal value of
issued capital/
registered
capital held by
the Company  Principal activities
RATHE
C#TRA/
RN
WA FERH

%

100  Trading of telephones

REEH

100  Raw material sourcing

FRRR JEUR B

97  Co-ordination, repair and
servicing of telephones
and related equipment

R B RREE SR
il B3

100  Trading of telephones
REEW

i RIE AR M RN A R R

R TRAEREN B AT & A F &
B AT AT JBEAROK & 2 38 B
FHEREG LR ERE > B0
AIAE T 73 IR -



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
REMBRAME

For the year ended 31 December 2006
BEZZENFF A= —HIEFE

39. PARTICULARS OF PRINCIPAL SUBSIDIARIES OF 39. A w EEWE A E G
THE COMPANY (continued) (#)
The above table lists the subsidiaries of the Group which, in EHERL o ERIIIALEE M E
the opinion of the directors, principally affected the results NABAEE EESERE RAR
or assets and liabilities of the Group. To give details of other EAEFEYE - KEFZER
subsidiaries would, in the opinion of the directors, result in At B 2 B 2 A 6 A R R O
particulars of excessive length. R
All the above active subsidiaries operate principally in their LA AR AR T RS A
respective place of incorporation or establishment. Z G A ST SR T B A o
None of the subsidiaries had issued any debt securities at T AT S T B AF 1A A o] I ] - 4% B
the end of the year, or at any time during the year. J& I R B AT AR TR R 5 o

—ERRAFEER FRNEARLAE (s



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
REMBRAME

For the year ended 31 December 2006
BEZEZENFF A= —HIEFE

40. BALANCE SHEET INFORMATION OF THE COMPANY 40. KAV Z EEABRRER

NOTE 2006 2005
7 HKS’000 HK$’000
F#r T
Asset B
Interest in subsidiaries i B i 2 B 2 W A - -
Deposits and prepayments e RO AT R 243 1,739
Amounts due from subsidiaries B WS Y JB 2 ) I - 134,678
Taxation recoverable A Wi o] 5 T 189 21
Bank balances and cash RATHE R KBl & 108 177
540 136,615
Liabilities =L
Deposits received and accrued RN ENT T i
charges 4,805 1,060
Amounts due to subsidiaries & £5F B J 2 W) kA - 21,169
Financial guarantee contracts BRERE A 2,683 -
7,488 22,229
Net (liabilities) assets (BfR) EEFE (6,948) 114,386
Capital and reserves &S
Share capital Jig A 40,974 32,702
Reserves fiti fhi a (47,922) 81,684
(6,948) 114,386
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
REMBRAME

For the year ended 31 December 2006
BEZZENFF A= —HIEFE

40. BALANCE SHEET INFORMATION OF THE COMPANY 40. KRAFIZEERABEERER

(continued) (%)
Note: ftaE -
(@) Reserves (@) it
Share
Share  Contributed options Accumulated
premium surplus reserve losses Total
Beprifl  BAREG  WRERE  REH sk

HK$o00 HK$o00 HK$o00 HK$o00 HK$o00
T T T T T

At 1 January 2005 REoFZHFE—H—H 36,626 80,851 493 (14,028) 103,942
Dividends paid BT E - = = (24,521) (24,521)
Shares issued at premium Hie i (5 B AT 2 e 1,071 - - - 1,071
Recognition of equity-settled i 58 Bt A< 45 & DL 73
share-based payments FEEREZ 3K - - 1,125 - 1,125
Profit for the year AR i A - - = 67 67
At 31 December 2005 RZFZREFZNA
== 37,697 80,851 1,618 (38,482) 81,684
Shares issued at premium  {& i [E 84T 2 B0 135,968 - - = 135,968
Shares issue expenses B BT B (2,427) = = = (2,427)
Recognition of equity-settled i 58 B A< 45 & DL B 73
share-based payments REEREZ 3K - - - - -
Loss for the year A I E - = = (263,147)  (263,147)
At 31 December 2006 REEERFET A
== 171,238 80,851 1,618 (301,629) (47,922)
The contributed surplus of the Company represents the NN B QN R NN B Y )
difference between the underlying net assets of the BARIEERBAEH 2 AT
subsidiaries at the date on which they were acquired by the (> BLAS /N | 7E — i A4 4T 4
Company and the nominal value of the share capital issued by I AR I Lk B T B AT B AN
the Company as consideration for the acquisition at the time i S T (B T 2 2 25 % o

of a group reorganisation in a previous year.
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