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GENERAL INFORMATION AND GROUP —REREEEH
REORGANISATION

General information —ﬂﬁﬁ*ﬂ

The Company was incorporated in Bermuda on 27 October PiIN/N RZZZWMF+AZ+EERBREER
2004 as a limited company under the Companies Act 551981¢AE75£ (&ER]) KRB FEFMKL A

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

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

Reorganisation

Pursuant to a reorganisation (the “Reorganisation”) to
rationalise the structure of the Group in preparation for
the listing of the Company’s shares on the Main Board of
The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”), the Company became the holding company of
the Group on 3 June 2005 by issuing shares in exchange
for the entire issued share capital of SIM Technology
Group (BVI) Limited (“STG”). Details of the Reorganisation
are set out in the Prospectus of the Company dated 21
June 2005.

The shares of the Company have been listed on the Main
Board of the Stock Exchange since 30 June 2005.

The Group resulting from the Reorganisation is regarded
as a continuing entity. Accordingly, the consolidated
financial statements have been prepared in a manner
consistent with pooling of interest and in accordance with
the respective equity interests in the individual companies
attributable to the common controlling shareholders.
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PRESENTATION OF FINANCIAL STATEMENTS

For the year ended 31 December 2005
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The presentation currency of the financial statements of
the Group was changed from Renminbi to Hong Kong
dollars, which is the functional currency of the Company,
during the current year. The directors consider that the
change has resulted in a more appropriate presentation.
Comparative amounts have been restated in Hong Kong
dollars in order to achieve a consistent presentation.

ADOPTION OF NEW AND REVISED
INTERNATIONAL FINANCIAL REPORTING
STANDARDS
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In the current year, the Group has adopted all the new and
revised Standards and Interpretations (hereinafter
collectively referred to as “new IFRSs”) issued by the
International Accounting Standards Board (“IASB”) and the
International Financial Reporting Interpretations
Committee (“IFRIC”) of the IASB that are relevant to its
operations and effective for accounting periods beginning
on or after 1 January 2005. The adoption of the new
IFRSs has resulted in a change in the presentation of the
consolidated income statement, consolidated balance
sheet and the consolidated statement of changes in
equity. In particular, the presentation of minority interests
has been changed. The changes in presentation have
been applied retrospectively. The adoption of the new
IFRSs has resulted in changes to the Group’s accounting
policies in the following areas that have an effect on how
the results for the current accounting periods are prepared
and presented.

The impact of the changes in accounting policies is
discussed below. The impact on earnings per share is
discussed in note 16.
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For the year ended 31 December 2005
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ADOPTION OF NEW AND REVISED
INTERNATIONAL FINANCIAL REPORTING
STANDARDS (continued)
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Business combinations

In the current year, the Group has applied IFRS 3
“Business Combinations” which is effective for business
combinations for which the agreement date is on or after
1 January 2005. The principal effects of the application of
IFRS 3 to the Group are summarised below:

Excess of the Group’s interest in the net fair value of
acquiree’s identifiable assets, liabilities and contingent
liabilities over cost (previously known as “negative goodwill”)

In accordance with IFRS 3, any excess of the Group’s
interest in the net fair value of acquiree’s identifiable
assets, liabilities and contingent liabilities over the cost of
acquisition (“discount on acquisition”) is recognised
immediately in profit or loss in the period in which the
acquisition takes place. In previous periods, negative
goodwill arising on acquisitions prior to 1 January 2001
was held in reserves, and negative goodwill arising on
acquisitions after 1 January 2001 was presented as a
deduction from assets and released to income based on

an analysis of the circumstances from which the balance
resulted. The change in accounting policy has had no
impact to the financial statements and no prior year
adjustment has been required.
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ADOPTION OF NEW AND REVISED
INTERNATIONAL FINANCIAL REPORTING
STANDARDS (continued)

For the year ended 31 December 2005
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IFRS 2 Share-based payments

In the current year, the Group has applied IFRS 2 Share-
based Payment which requires an expense to be
recognised where the Group buys goods or obtains
services in exchange for shares or rights over shares
(“equity-settled transactions”), or in exchange for other
assets equivalent in value to a given number of shares or
rights over shares (“cash-settled transactions”). The
principal impact of IFRS 2 on the Group is in relation to
the expensing of the fair value of directors’ and
employees’ share options of the Company determined at
the date of grant of the share options over the vesting
period. The Group has applied IFRS 2 to share options
granted on or after 1 January 2005. The effect of the
changes in the accounting policy has resulted in the
decrease of the net profit for the current year by
approximately HK$6,670,000 (included in administrative
expenses) being the recognition of share based payments

for the current year, and a corresponding increase to share

options reserve. The Company did not grant any option
before 1 January 2005 and no prior year adjustment has

been required.
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For the year ended 31 December 2005
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3. ADOPTION OF NEW AND REVISED 3. HHAHFFTIRZIETERREIEHRELER
INTERNATIONAL FINANCIAL REPORTING (#8)

STANDARDS (continued)

The Group has not early applied, the following new ANEE IR IZ P ERA AT BB MR ERAF
standards and interpretations and amendments that were R RRERIEER]

issued but are not yet effective:

IAS 1 (Amendment)

BIFR & 5T ERISE 15% (1BR])

IAS 19 (Amendment)

RE RSB 195k (1BET)

IAS 21 (Amendment)

e RSB 2158 (1IBET)

IAS 39 (Amendment)

e T HERISE 395k (1BET)

IAS 39 (Amendment)
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IAS 39 & IFRS 4 (Amendments)
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IFRS 6
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IFRS 7
BIFR AR5 T RSB 7557
IFRIC-INT 4

IFRIC — 21E4

IFRIC-INT 5

IFRIC — %5

IFRIC-INT 6

IFRIC — #21£6

IFRIC-INT 7

IFRIC — @7

IFRIC-INT 8
IFRIC — ?21£8

IFRIC-INT 9
IFRIC — #1£9

Capital disclosures *

ARG

Actuarial gains and losses, group plans and disclosures
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Net investment in foreign operation ?
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Cash flow hedge accounting of forecast intragroup transactions 2
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The fair value option 2
AFEEEHE

Financial guarantee contracts ?

BT ERA 42

Exploration for and evaluation of mineral resources ?
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Financial instruments: Disclosures *
SR A - #EER

Determining whether an arrangement contains a lease ?
EELHREREEE?

Rights to interests arising from decommissioning, restoration and
environmental rehabilitation funds 2
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Liabilities arising from participating in a specific market — waste electrical
and electronic equipment @
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Applying the restatement approach under IAS 29 Financial Reporting in
Hyperinflationary Economies #
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Scope of IFRS 2 ®
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ADOPTION OF NEW AND REVISED
INTERNATIONAL FINANCIAL REPORTING
STANDARDS (continued)

For the year ended 31 December 2005
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& Effective for annual periods beginning on or after 1 January
2007.

2 Effective for annual periods beginning on or after 1 January
2006.

8 Effective for annual periods beginning on or after 1
December 2005.

& Effective for annual periods beginning on or after 1 March
2006.

2 Effective for annual periods beginning on or after 1 May
2006.

® Effective for annual periods beginning on or after 1 June
2006.

The Group has considered these standards,
interpretations and amendments but does not expect they
will have material effect on how the results of the
operations and financial position of the Group are
prepared and presented.

SIGNIFICANT ACCOUNTING POLICIES
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The consolidated financial statements have been prepared
in accordance with International Financial Reporting
Standards. In addition, the consolidated financial
statements include applicable disclosure required by the
Rules Governing the Listing of Securities on the Stock
Exchange and by the Hong Kong Companies Ordinance.

The consolidated financial statements have been prepared
on the historical cost basis except for financial
instruments which are initially measured at fair value.

Basis of consolidation
The consolidated financial statements incorporate the
financial statements of the Company and its subsidiaries.

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.
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For the year ended 31 December 2005
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SIGNIFICANT ACCOUNTING POLICIES BEARETEER (8
(continued)
Basis of consolidation (continued) SHEE (@)

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.

Excess of an acquirer’s interest in the net fair value of
an acquiree’s identifiable assets, liabilities and
contingent liabilities over cost (“discount on
acquisition”)

A discount on acquisition arising on an acquisition of a
subsidiary for which an agreement date is on or after 1
January 2005 represents the excess of the net fair value
of an acquiree’s identifiable assets, liabilities and
contingent liabilities over the cost of the business
combination. Discount on acquisition is recognised
immediately in profit or loss.

Negative goodwill arising on acquisitions before 1 January
2005 is presented as deduction from assets and will be
released to income based on an analysis of the
circumstances from which the balance resulted.
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

For the year ended 31 December 2005
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EXEFEE (@)

Excess of an acquirer’s interest in the net fair value of
an acquiree’s identifiable assets, liabilities and
contingent liabilities over cost (“discount on
acquisition”) (continued)

To the extent that the negative goodwill is attributable to
losses or expenses anticipated at the date of acquisition,
it is released to income in the period in which those
losses or expenses arise. The remaining negative goodwill
is recognised as income on a straight-line basis over the
remaining average useful life of the identifiable acquired
depreciable assets. To the extent that such negative
goodwill exceeds the aggregate fair value of the acquired
identifiable non-monetary assets, it is recognised in
income immediately.

Revenue recoghnition

Revenue is measured at the fair value of the consideration
received or receivable for goods 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 passed.

Services provided are recognised when the services are
rendered.

Interest income is accrued on a time basis, by reference

to the principal outstanding and at the effective interest
rate applicable, which is the rate that exactly discounts
estimated future cash receipts through the expected life
of the financial asset to that asset’s net carrying amount.
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For the year ended 31 December 2005
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SIGNIFICANT ACCOUNTING POLICIES BREFEER (@
(continued)
Foreign currencies hik

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 its functional currency (i.e. the currency of the
primary economic environment in which the entity
operates) at the rates of exchanges prevailing on the
dates of the transactions. At each balance sheet date,
monetary items denominated in foreign currencies are
retranslated at the rates prevailing on the balance sheet
date. Non-monetary items carried at fair value that are
denominated in foreign currencies are retranslated at the
rates prevailing on the date when the fair value was
determined. Non-monetary items that are measured in
terms of historical cost in a foreign currency are not
retranslated.

Exchange differences arising on the settlement of
monetary items, and on the translation of monetary items,
are recognised in profit or loss in the period in which they
arise. Exchange differences arising on the retranslation of
non-monetary items carried at fair value are included in
profit or loss for the period except for differences arising
on the retranslation of non-monetary items in respect of
which gains and losses are recognised directly in equity, in
which cases, the exchange differences are also
recognised directly in equity.

For the purposes of presenting the consolidated financial
statements, the assets and liabilities of the Group’s
foreign operations are translated into the presentation
currency of the Company (i.e. Hong Kong dollars) at the
rate of exchange prevailing at the balance sheet date, and
their income and expenses are translated at the average
exchange rates for the year. Exchange differences arising
are recognised as a separate component of equity (the
translation reserve). Such exchange differences are
recognised in profit or loss in the period in which the
foreign operation is disposed of.
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For the year ended 31 December 2005
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SIGNIFICANT ACCOUNTING POLICIES BEASEER (#)
(continued)
Taxation BiE

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

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

Deferred tax liabilities are recognised for taxable
temporary differences arising on investments in
subsidiaries 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 profits will be
available to allow all or part of the asset to be recovered.
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For the year ended 31 December 2005
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SIGNIFICANT ACCOUNTING POLICIES BREFEER (@
(continued)
Taxation (continued) Bi1g (@)

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

Leasing

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

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

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

Retirement benefit costs

Payments to state-managed retirement benefits schemes
and the Mandatory Provident Fund Scheme are charged as
an expense as they fall due.

Property, plant and equipment

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

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

For the year ended 31 December 2005
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Property, plant and equipment (continued)

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

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

Land use rights

Land use rights comprise land held under operating lease
arrangements and are amortised on a straight-line basis
over the lease terms.

Impairment of tangible and intangible assets (excluding
goodwill and intangible assets with indefinite useful
lives)

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

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

If the recoverable amount of an asset (or cash-generating
unit) is estimated to be less than its carrying amount, the
carrying amount of the asset (cash-generating unit) is
reduced to its recoverable amount. An impairment loss is
recognised immediately in profit or loss, unless the
relevant asset is carried at a revalued amount, in which
case the impairment loss is treated as a revaluation
decrease.
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

EXETBER ()

Impairment of tangible and intangible assets (excluding
goodwill and intangible assets with indefinite useful
lives) (continued)

Where an impairment loss subsequently reverses, the
carrying amount of the asset is increased to the revised
estimate of its recoverable amount, but so that the
increased carrying amount does not exceed the carrying
amount that would have been determined had no
impairment loss been recognised for the asset in prior
years. A reversal of an impairment loss is recognised
immediately in profit or loss, unless the relevant asset is
carried at a revalued amount, in which case the reversal of
the impairment loss is treated as a revaluation increase.

Internally-generated intangible assets-research and
development expenditure

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

An internally-generated intangible asset arising from
development expenditure is recognised only if all of the
following conditions are met:

- an asset is created that can be identified (such as
software and new processes);

- it is probable that the asset created will generate
future economic benefits; and

- the development cost of the asset can be measured
reliably.

Internally-generated intangible assets are amortised on a
straight-line basis over their useful lives. Where no
internally-generated intangible asset can be recognised,
development expenditure is recognised as an expense in
the year in which it is incurred.
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SIGNIFICANT ACCOUNTING POLICIES BASEBCR (8)

(continued)

Inventories 7E

Inventories are stated at the lower of cost and net FEERRARAERFEMEP 2BEEA

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

Financial instruments

Financial assets and financial liabilities are recognised on
the 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.

Financial assets and financial liabilities are recognised on
the Group’s balance sheet when the Group becomes a

party to the contractual provisions of the instrument.
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SIGNIFICANT ACCOUNTING POLICIES BEASEX (@
(continued)

Financial instruments (continued) SET A (E)

Loans and receivables B R EWE

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

Financial liabilities and equity

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

Other financial liabilities

Other financial liabilities including bank and other
borrowings, trade payables, other payables, deposits and
accruals and amounts due to related parties and directors
are initially measured at fair values and subsequently
measured at amortised cost, using the effective interest
rate method.
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SIGNIFICANT ACCOUNTING POLICIES BASEBCR (8)
(continued)

Financial instruments (continued) S£ET A (@)

Equity instruments BRATA

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

Equity share-based payment transactions

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

At the time when the share options are exercised, the
amount previously recognised in employee share-based
compensation reserve will be transferred to share
premium. When the share options are still not exercised
at the expiry date, the amount previously recognised in
employee share-based compensation reserve will be
transferred to retained earnings.

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

Allowances for bad and doubtful debts

The provision policy for bad and doubtful debts of the
Group is based on the evaluation of collectibility and aging
analysis of accounts and on management’s judgment. A
considerable amount of judgment is required in assessing
the ultimate realisation of these receivables, including the
current creditworthiness and the past collection history of
each customer. If the financial conditions of customers of
the Group were to deteriorate, resulting in an impairment
of their ability to make payments, additional allowances
may be required.
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KEY SOURCES OF ESTIMATION UNCERTAINTY
(continued)

T RAREENEZRRR (B

Write-down of inventories

The management of the Group reviews an aging analysis
at each balance sheet date, and identify the slow-moving
inventory items that are no longer suitable for use in
production. The management estimates the net realisable
value for such finished goods and work-in-progress based
primarily on the latest invoice prices and current market
conditions. In addition, the Group carries out an inventory
review on a product-by-product basis at each balance
sheet date and makes allowance for obsolete items.

Deferred tax asset

As at 31 December 2005, a deferred tax asset of
approximately HK$2,586,000 (2004: HK$3,108,000) in
relation to allowance for inventories and trade receivables
has been recognised in the Group’s balance sheet. The
realisability of the deferred tax asset mainly depends on
whether sufficient future profits or taxable temporary
differences will be available in the future. In cases where
the actual future profits generated are less than expected,
a material reversal of deferred tax asset may arise, which
would be recognised in the income statement for the
period in which such a reversal takes place.

Amortisation of intangible assets

The carrying amount of the Group’s intangible assets
(included licence fee and development costs) as at 31
December 2005 was approximately HK$46,958,000
(2004: HK$25,319,000). Licence fee and development
costs are amortised on a straight line basis over a period
of 36 months and 9 months respectively. The amortisation
periods that the Group used to amortise intangible assets
reflects the directors’ best estimate of the life cycle of the
products.

Impairment of intangible assets

Determining whether intangible assets is impaired
requires an estimation of the future cash flows expected
to arise from the products developed and a suitable
discount rate in order to calculate present value. The
carrying amount of intangible assets at 31 December
2005 was HK$46,958,000 (2004: HK$25,319,000) with
no impairment loss recognised.
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FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES

6.

For the year ended 31 December 2005
nE-Trrst-A=t-Bres (A

BMEEREEBEREE

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

Currency risk

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

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

Fair value interest rate risk
The Group’s fair value interest rate risk relates primarily to
fixed-rate bank borrowings.

The Group currently does not have a interest rate hedging
policy. However, the management monitors interest rate
exposure and will consider hedging significant interest
rate exposure should the need arises.
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FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES (continued)

MHEEREE B RRBER (&)

Credit risk

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

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

TURNOVER
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Turnover represents the amounts received and receivable
for goods sold net of returns.

BUSINESS AND GEOGRAPHICAL SEGMENTS
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Business segments

The Group is currently organised into four revenue
streams-sale of LCD modules and others, sale of wireless
module solutions, sale of complete mobile handsets and
sale of handset design solutions (in SKD/CKD form).
These revenue streams are the basis on which the Group
reports its primary segment information.
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8. BUSINESS AND GEOGRAPHICAL SEGMENTS 8. XRRMEZSE(E)
(continued)
Business segments (continued) EL SR NE)
Segment information about these businesses is IEEBNHEEARZHRAOT ¢
presented below:
Income statement WA #HhZ&
For the year ended 31 December 2005 B EERFf A=+ —HIFE
Sale of
handset
design
solutions (in
SKD/CKD
Sale of Sale of form)
LCD Wireless Sale of HEFH
modules module complete R TR R
and others solutions mobile  FR(FRX
HER S HE handsets AERK
BRER BABER HETE #MAHEH  Elimination Consolidated
R EAM BARABR BEHFH AEZH # 8 ey
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TAER TAT TERT TERT THER TAER
Turnover ]
External sales HINEE 752,338 221,417 261,425 1,484,405 - 2,719,585
Inter-segment sales S %A/ HIEHE 185,095 - - - (185,095) =
937,433 221,417 261,425 1,484,405 (185,095) 2,719,585
Result E4
Segment result PEERE 41,515 21,667 45,169 214,592 - 322,943
Unallocated other AOBEMEA
income 16,667
Unallocated corporate & 7 B2 /A &1 B %
expenses (26,609)
Finance costs A& AR (4,516)
Profit before taxation B &t Al i 7 308,485
Taxation I8 (13,424)
Profit for the year REE % 7 295,061

Inter-segment sales are charged at prevailing market

prices.
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8. BUSINESS AND GEOGRAPHICAL SEGMENTS 8. XEXRMEZDME(H
(continued)
Business segments (continued) EL S NE))
Balance sheet BEBERX

At 31 December 2005

HE-FERF+-A=+—A

Sale of
handset
design
solutions (in
SKD/CKD
Sale of Sale of form)
LCD wireless Sale of HEFH
modules module complete RET AR R
and others solutions mobile FH R (X
HE HE handsets BE B
BRETR S E R HEZE MAEEMH Consolidated
ER R H b BRF R BEFHK HEZH) me
HK$’'000 HK$’000 HK$’000 HK$'000 HK$’000
FER FE R TR FER FER
Assets BE
Segment assets DEEE 458,483 26,880 5,527 291,282 782,172
Unallocated corporate ROBLA A
assets EE 679,745
Consolidated total HReBRE
assets BE 1,461,917
Liabilities aff’
Segment liabilities SEEEE 95,543 = = = 95,543
Segment liabilities B S5 ELCD
attributable to R R A
business segment f BASN 2
other than sale of EY S
LCD modules and G 2
others DEEE 340,940
Unallocated corporate & 2 Bt A &)
liabilities afE 5,562

Consolidated total
liabilities

442,045
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8. BUSINESS AND GEOGRAPHICAL SEGMENTS 8. EKKHEZDEE
(continued)
Business segments (continued) EL SR NE)
Other information E &
For the year ended 31 December 2005 BE—TERFT—A=1—HIFE
Sale of
handset
design
solutions (in
SKD/CKD
Sale of Sale of form)
LCD wireless Sale of HEFH
modules module complete REHERR
and others solutions mobile  F R (FRX
HERSR HE handsets BYEN
BERER EEER HETE E£#,/  Elimination Consolidated
REM BRER BEFH AESH) e sy

HK$'000 HK$'000 HK$000 HK$'000 HK$'000 HK$'000
TER TER TER TER TER TER

Additions of property, NEME

plant and equipment S 18,790 2,211 257 18,970 = 40,228
Additions of intangible ~ RE EF L& 5,453 3,085 = 55,167 = 63,705

assets
Depreciation of property, #% * BE X

plant and equipment RETE 8,112 436 25 2,766 = 11,339
Amortisation of intangible £ & 7 £ §5

assets 8,665 9,459 637 23,429 - 42,190
Allowances for bad and 3% BR £ &

doubtful debts 1,723 139 - 3,126 - 4,988
Write-down (reversal) of ~ #f(8 (B [al)

inventories BE 1,285 2,472 - (1,900) = 1,857
Loss on disposal of HEWE

property, plant and BE &%

equipment BEE 314 21 = 119 = 454
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8. BUSINESS AND GEOGRAPHICAL SEGMENTS 8. EBRHESEGE
(continued)
Business segments (continued) EL S NE))
Income statement WA &
For the year ended 31 December 2004 HE—FTFf - A=1+—HIFE
Sale of
handset
design
solutions (in
SKD/CKD
Sale of Sale of form)
LCD wireless Sale of HE FH#
modules module complete AR
and others solutions mobile  FER (KR
HE R HE handsets BE
BRESR ERER HETE E{,  Elimination Consolidated
REA S BEF#H ARTH) #8H A

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TAT TET TET TET TAT TET

Turnover BET
External sales HINHE 537,898 120,350 142,904 765,922 - 1,567,074
Inter-segment sales 242 HE 38,604 = = = (38,604) =
576,502 120,350 142,904 765,922 (38,604) 1,567,074
Result ¥
Segment result DEEE 55,584 9,515 17,963 133,697 = 216,759

Unallocated other AN EAM

income LON 1,286
Unallocated corporate 7% BZ 2 &

expenses 53 (692)
Finance costs BE KA (4,768)
Gain on disposal of HENE

a subsidiary NGIlE 112
Profit before taxation [ %4 Al ' 7 212,697
Taxation IR (13,475)
Profit for the year FE i 7l 199,222
Inter-segment sales are charged at prevailing market SR B ER ST (B E -
prices.
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8. BUSINESS AND GEOGRAPHICAL SEGMENTS 8. EKKHEZDEE
(continued)
Business segments (continued) EL SR NE)
Balance sheet BEARERX
At 31 December 2004 R-EEMF+—H=+—H
Sale of
handset
design
solutions (in
SKD/CKD
Sale of Sale of form)
LCD wireless Sale of HE FH#
modules module complete AR
and others solutions mobile E 302
HERS HE handsets BYRRK
BRESR EHER HETE E1,/  Consolidated
R E A S BE)F i BETH) & B
HK$’000 HK$’000 HK$’'000 HK$'000 HK$'000
FAT FHT FET FET FET
Assets EE
Segment assets DBREE 434,039 70,628 122,706 82,956 710,329
Unallocated corporate ADEAF
assets BE 218,557
Consolidated total assets EHEBEE 928,886
Liabilities &
Segment liabilities HBEEE 148,867 - = = 148,867
Segment liabilities BB B E
attributable to business R EM
segments other than HENED
sale of LCD modules PEEHZ
and others DEEE 290,367
Unallocated corporate APRABEE

liabilities 245,711

Consolidated total liabilites & 42 & & 684,945




For the year ended 31 December 2005
84 Pty

8. BUSINESS AND GEOGRAPHICAL SEGMENTS 8. EBRHESEGE
(continued)
Business segments (continued) EL S NE))
Other information HmEF
For the year ended 31 December 2004 HE—TLTF—A=1+—HIFE
Sale of
handset
design
solutions (in
SKD/CKD
Sale of Sale of form)
LCD wireless Sale of HE FH#
modules module complete RETARR
and others solutions mobile  FER (KR
HERS HE handsets BE
BRESR ERER HETE E{,  Elimination Consolidated
REA S BEF#H ARTH) #8H A

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TAT TET TET TET TAT TET

Additions of property,  AEWE

plant and equipment B &R E 55,132 474 = 4,250 = 59,856
Additions of land use R E T

right F# 10,508 - - - - 10,508
Additions of intangible R EEFEE 7,728 4,512 - 24,578 = 36,818

assets
Depreciation of property, #1% - BE &

plant and equipment  RiEZ T E 4,504 = = 376 = 4,880
Amortisation of EREERE

intangible assets 6,631 4,813 - 20,298 - 31,742
Allowances for bad and R £2 Bk B f&

doubtful debts 749 - - - - 749
Write-down of inventories #5717 & 2,601 15,951 - - - 18,552
Geographical segment R 5
The Group’s operations are located in Hong Kong and the NEBIXEEFENTHEARLRNE ([HE] -
People’s Republic of China (the “PRC”), which is TEBDLEM S BRI R) LEHEK o &N
considered as one geographical location for segment EB7EETEMRTR - Bt - WEFETZ2
reporting. The Group’s assets are substantially located in D2 HREEE - ANBYE  HRENREZEALE
the PRC. Accordingly, no analysis of the carrying amount of WEAEZETmEELSH °

segment assets, additions to property, plant and
equipment and intangible assets is presented.
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9. OTHER INCOME 9. HlA
2005 2004
—ETRF —EENF
HK$’000 HK$’000
FET FHET
Refund of Value Added Tax (Note) ROEER (FaF) 27,593
Government subsidies IR T $8E 3k 2,590
Interest income 82 U A 604
Foreign exchange gain M 5, U5 a -
Negative goodwill released to BolmkzcBEmE
income statement 512
Others H b 170
31,469
Note:  Shanghai Simcom Limited (“Shanghai Simcom”) is et - HIBESEM (L8 ERAR ([LE58
engaged in the business of distribution of self-developed B REFHEBITRAEREE 2B - IRIER
and produced software. Under the current PRC tax ITHREFERG - EEREERENPREER
regulation, it is entitled to a refund of Value Added Tax 1TTRABEIEE ZIBEF -
paid for sales of self-developed software in the PRC.
10. FINANCE COSTS 10. BERAE
2005 2004
—ETRF —EENF
HK$’000 HK$’'000
FHET FHET
Interests on bank borrowings wholly HRAFAZHEEZ
repayable within five years RITEER B 4,768
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11. DIRECTORS’ AND EMPLOYEES’ EMOLUMENTS 11. EEREEMHE

Directors’ emoluments EEMe
The emolument paid or payable to each of the directors MEZEFEMNIEN ML :
were as follow:

For the year ended 31 December 2005
BE-ZZAF+-A=+t-HLEE

Retirement
benefits
scheme
Directors’  Salaries and Share-based  contributions Total
fees  allowances Bonus payments BIREF  emoluments
ExHe FMRER TEAL RN EA AR B
(Note)
(ffat)

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TER TET TER TER TET TER

Executive directors BITES
Ms Yeung Man Ying ¢ ¥ - - - - - -
Mr Wong Cho Tung FTHRLE - - - - - -
Mr Tsang Hen Loon, EEREAE

Raymond - 2,080 - 498 96 2674
Mr Zhang Jianping REIFEE - 461 29 498 30 1,018
Mr Wong Hei, Simon TBEE - 461 29 - = 490
Mr Wong Sun ITREAE - - - - - -
Ms Tang Rongrong ER A LT - 231 67 125 30 453

Non-executive directors F#HTESE

Mr Heng Kwoo Seng A rE 146 - - - - 146
Mr Wang Chengwei THE T E 146 - - - - 146
Mr Zhuang Xingfang ETH%EE 146 - - - - 146

438 3,233 125 1,121 156 5,073
Note: Incentive performance bonus which was paid before 31 Hat - R-EERFRA=+—BATNRIBERIE

May 2005. FR
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11. DIRECTORS’ AND EMPLOYEES’ EMOLUMENTS 11. EEREESMHE (@)
(continued)

Directors’ emoluments (continued) EEMWE (@)

For the year ended 31 December 2004
BE-_ZTMF+-_A=t+—BItFE

Retirement
benefits
scheme
Directors’ Salaries and  contributions Total
fees allowances BIRER]  emoluments
EEWE  FHPRER T8l R R
HK$’000 HK$’000 HK$’000 HK$'000
FHE T FHE T FHET T T
Executive directors BITES
Ms Yeung Man Ying B XL — = = =
Mr Wong Cho Tung FHRBLEE — = = =
Mr Tsang Hen Loon, Raymond BEELAE - - - -
Mr Zhang Jianping ok &I % A& = 383 23 406
Mr Wong Hei, Simon FEEAE - - = =
Mr Wong Sun FREE - - - -
Mrs Tang Rongrong [E Bh A 4 & = 127 23 150
Non-executive directors FHITES
Mr Heng Kwoo Seng M BHFEE - - - -
Mr Wang Chengwei 7 BT St A - - - -
Mr Zhuang Xingfang EfTA L& - - - -

= 510 46 556




88

For the year ended 31 December 2005
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11. DIRECTORS’ AND EMPLOYEES’ EMOLUMENTS 11. EEREEMS (B)
(continued)
Employees’ emoluments EEMSE

12.

The five highest paid individuals included two directors for
the year ended 31 December 2005 (2004: one), whose
emoluments are included in the above. The emoluments
of the remaining individuals are as follows:

hEBEeFHEENBE_STRAF T A=
THLFEREME (CTENF  —R)&E
£ HMEEHREX - B TREFMALZ
MEmT

Salaries and allowances e KER
Bonus B4
Share-based payments & 19 1~ 3k

Retirement benefits scheme RIREFIGT B4R

contributions

The aggregated emoluments of each of these remaining
three highest paid individuals, one (2004: four) of them
fell within the band from Nil to HK$1,000,000, one (2004:
none) of them fell within the band from HK$1,000,001 to
HK$1,500,000 and one (2004: none) of them fell within
the band from HK$1,500,001 to HK$2,000,000.

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

TAXATION

12.

2005 2004
—gREE —TINF
HK$'000 HK$’000
THT THT
1,703

79

1,782

HH =B ALSazMermsE+s  —
Z(ZZEEWNF  MWB) 22BN TER
1,000,000/87C * —% (ZEZTMF : &) BEN
T1,000,001/87TE1,500,000/8 7 © KEHR—
H(ZZEZTWNEFE - £) N1 F1,500,001BTE
2,000,000/8 T2 #E °

FA - ARBEARAEANEFH AR R H M
BEXNEAME  FREBERSEMALEE
SR S AR SR B B ) 1 % 3 5 2 (Efal 3%
A ARSI EAIFRERBERE - X
ZMEMBEETMELEAMHE -

B AT 1S R

PRC income tax
Deferred tax charge (credit) (note 20)

FARAMBHAX

Income tax expense for the year

BB AR (ER) (Fi720)

BIE
2005 2004
—R¥EF —TIMF
HK$'000 HK$’000
TR T
13,648
(173)
13,475




12. TAXATION (continued)

12,

For the year ended 31 December 2005
HE_TZTRF+-_A=1+—BILFE

Bi1E ()

No provision for Hong Kong Profits Tax has been made for
both years as the Company and its subsidiaries have no
assessable profits arising in Hong Kong.

Pursuant to relevant laws and regulations in the PRC, the
Company’s PRC subsidiary, Shanghai Simcom is entitled
to an exemption from PRC income tax for the two years
starting from their first profit-making year, followed by a
50% tax relief for the next three years. No provision for
PRC income tax has been made for Shanghai Simcom for
both years as fiscal year ended 31 December 2004 is the
first profit making year. Another subsidiary of the
Company, Shanghai Suncom Logistics Limited (“Suncom
Logistics”) is entitled to use of a tax rate of 15% because
it was registered in the area of Shanghai Wai Gao Qiao
Free Trade Zone (/&9 &S B RFR).

PRC income tax is calculated at 27% of estimated
assessable profit of the Company’s other PRC subsidiaries
for both years.

The charge for the year can be reconciled to the profit
before taxation per the consolidated income statement as
follows:

AARAREMBARRZMEFELENE

RELRRVGEN - MARHEENSHE
o
REFEBBEGIRER - ARR 2 EHE

A R8N E EE R AT R
REWNPEIFTSE - bR =F ] ZA50%2 5
BER - RWEBBFEESLAR LEHEE
REREMEHR  BAEE_ZTTNF+=A
=+ BUEMRFEEZ AR BAERNEE -
ARARIB—RKHMBAG LEREEIHAETAR
AR ([EFEH]) BRE LEINSBRIAE T
it E A IE15% R R B TS o

MR G RMASTIRARRE BB AR

Z M B E At EERTUE N 2 27%xT &

F IR 1 32 B A7
MEFRIAT

B Y as BR T PR 2 BRI A4

2005 2004
—ETRF —ETF
HK$’000 HK$’000
FHET FE T
Profit before taxation R 35 A& A 308,485 212,697
Taxation at the PRC income tax rate R BEFTS R 27%: T & 2 Fi18
of 27% (2004: 27%) (ZZEZTEF : 27%) 57,428
Tax effect of expenses not EERT FE R T % IR Hpk 2
deductible in determining Xz Bs e
taxable profit 4,210 7,746
Tax effect of income not taxable for BARBBENRT 2 BAZ
tax purpose M2 (13,410) (7,239)
Tax effect of tax losses not recognised RERRBEEB BB E 4,906 1,937
Utilisation of tax losses previously BHEZAIRER BB EE
not recognised - (598)
Income tax on concessionary rate HEBRERAE S/ (1,098) (9,041)
Effect of tax exemption granted ERBERE I TE (64,475) (36,758)
Taxation for the year FAFIA 13,424 13,475
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13. PROFIT FOR THE YEAR 13. FREF
2005 2004
—EERF —EENF
HK$’000 HK$’000
FHET F& T
Profit for the year is arrived at F RTINS FIE

after charging;:

Auditors’ remuneration 1% 25 B % B 274
Amortisation of intangible assets EBREEEHE GTAEENE)

(included in cost of sales) 31,742
Amortisation of land use right o {5 PR A 5 89
Depreciation of property, plant and ME - BEMREBEITE

equipment 12,806 5,698
Less: Amount capitalised in B B BN ER A

development costs (1,467) (818)
11,339 4,880
Loss on disposal of property, plant HEWE WMEEXEZEBE

and equipment 454 =
Allowances for bad and doubtful debts RIZE R 4,988 749
Write-down of inventories FEMOR (GF ASHEKA)

(included in cost of sales) 1,857 18,552
Costs of inventories recognised EBRAAAI ZFERAN

as expenses 2,119,751 1,178,248
Staff costs: B IR

Directors’ emoluments (note 11) SEMe (ati11) 5,073 556

Other staff costs H 8 T A

— Salaries and other benefits — 5 & REMERN 104,961 47,837
— Retirement benefits scheme — R IRAE ) 5T B K
contributions 14,314 6,450
124,348 54,843
Less: Amount capitalised in development ¥ : 2 & 2Nk 5 % 5k A<
costs (20,692) (13,357)

103,656 41,486




14. SHARE-BASED PAYMENTS

14.

For the year ended 31 December 2005
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IR0 B ERARK

The Company had two share option schemes, including
pre-initial public offering share option scheme (the “Pre-
IPO Share Option Scheme”) and post-initial public offering
Share Option Scheme (the “Post-IPO Share Option
Scheme”) which were approved on 30 May 2005. The
terms and conditions of the Pre-IPO Share Option Scheme
and Post-IPO Share Option Scheme are disclosed in note
35. Details of the share options outstanding during the
year are as follows:

RAREMIEBRERETS BEBERAREE
AIRERRERTE] ([BX AR ERTIEAERTE) &
BRAREERERETS((BEARRARERE
ReiEstEll) - LSRR ER ST AFHA
=T BEE - BEXARBERTERETEIR
BN SR IERE ST B 2 65K AT
35T o NERNRITHEZ BIAERT 82
FaAR -

2005

—EEEF
Weighted
Number of average
share options exercise price
BREHE hn#E ¥ 15
THEE
HK$
BT

Outstanding at the beginning of the year  4F ¥ K 1T7{F
Granted during the year FAFKE
Forfeited during the year FAKXM
Outstanding at the end of the year FRARTTE
Exercisable at the end of the year FLRA] FI7{E

As stated in note 3, the Group has, for the first time,
applied IFRS 2 Share-based payments to account for its
share options in the current year. In accordance with IFRS
2, fair value of share options granted to employees
determined at the date of grant is expensed over the
vesting period, with a corresponding adjustment to the
Group’s share option reserve. In the current year, an
amount of share option expense of approximately
HK$6,670,000 has been recognised with a corresponding
adjustment recognised in the Group’s share option
reserve.

In the current year, share options were granted under the
Pre-IPO Share Option Scheme on 30 May 2005. The fair
values of the options determined at the date of grant
using the Black-Scholes option pricing model was
approximately HK$28,000,000.

44,000,000
(3,650,000)

40,350,000

IPEESFTEL - MAFE - AEE & REAER
B s 2E RN BB 28R AR 1 AL SRR IR EL AR AR
1 o IRBER SRS 2R 25% - IR B E
ErRESEREH EBRE AFEE NGB
BN 8 - WA ARG B 7 BE AR (S R AR FE 78
B o RAFE - BBAEES H$58496,670,0007%%
TLE TR - WEASE 2 B EERE
JEFAZE o

RAFE - BREREENAREERERE
FER T RERA/=THERL - HAHED
m-ARITERETEREEEN R A2
BER% A F{E{E#728,000,000/ T °
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14. SHARE-BASED PAYMENTS (continued) 14. R EBEBRNR (&)

The following assumptions were used to calculate the fair KR Ty REFTEEREATEE
values of share options:

Share price (Note i) HK$1.70 BR1E (Kfati) 1.708 7T
Exercise price (Note ii) HK$1.02 1TEE (K atin) 1.027 7T
Expected life of options (Note iii) 10 years R R BE TR T B BUE 5 (B atii) 104
Expected volatility (Note iv) 33.3% TERT R B (A 7tiv) 33.3%
Expected dividend yield 3.9% TEETAR B % 3.9%
Risk free rate 3.8% i 3 g ) =X 3.8%
For the purposes of calculating of fair value, no R EAFEEMS - Bt BESE - it
adjustment has been made in respect of options expected EFLTRERE TR M BB AR E L A% o

to be forfeited, due to lack of historical data.

The Black-Scholes option pricing model requires the input MO —AFRTEREEERA AT EELSE
of highly subjective assumptions, including the volatility of FHZEBR  BERERS - SEXTBBXR
share price. The changes in subjective input assumptions e eRErEMTATEE -

can materially affect the fair value estimate.

Notes: Hiaz

(i) The share price of the Company’s shares at the date of (i) RIFE B E - NARZ ) 2 REGETAER
grant of the options was estimated to be HK$1.7 per 1787 - B EMRD 2 BEEBES -
share, which is equal to the offer price of the listing
shares.

(iiy  The exercise price is 60% of the offer price. iy fIFEEREEEZ60%-

(i) The options life is 10 years from the date of grant. (i) MEREFHAERD BHRBI0F -

(iv)  Expected volatility was determined by calculating the (iv) TEEIREETEEAREESEEEES 2 b
historical volatility of the price of listed companies with MARZEBRELESETE -

similar business with the Group.
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15. DIVIDENDS 15. B2
2005 2004
—ETRF —EENF
HK$’000 HK$’'000
FET FHET
Dividends paid by a subsidiary to REANBNBARREER
its then shareholders prior to ZBREIH 2B
the Reorganisation (Note) (Kt &t) 181,435 =
Dividends per share (HK cents) (Note) BRRE G (M) 16.13 =
The Company ViN/NI]
Final dividend proposed — HK14 cents R R ERAR B — Bk 147510
(2004: Nil) per share (ZEEZWF &) 210,000 =
Note: Btet -
The board of directors of STG approved the payments of dividends R-ZZTRF—F - STGESSHAREERE—
amounting to US$6,401,000 (equivalent to approximately Hinfo Dynastyiﬁﬁx,%\ﬁ%@ 401, OOO%E (FEERL
HK$49,927,000) to its then sole shareholder, Info Dynasty, in 49,927,000%7T) + RR=ZZTHF A AMInfo
January 2005 and US$16,860,000 (equivalent to approximately Dynasty } % #83 {= S BT G BR A 71X 116,860,000
HK$131,508,000) to Info Dynasty and Simcom Limited in May 7T (FHER#1131,508,0007T) » REAR] * Info
2005. Info Dynasty and Simcom Limited were the shareholders of Dynasty & % i3 (5 E R B R A R ASTG 2 J R (E4A
STG before the Reorganisation which was completed on 3 June RZZEZRFSA=ZHFEK) °
2005.
The calculation of dividends per share were based on the ERBETNBREEHAER_TTRAF—A—HBHEKZ
assumption that the Reorganisation had been completed on 1 RE&ETHE -
January 2005.
The final dividend of HK14 cents per share has been proposed by EReD 2R R4\ RERE - WAFRERER
the directors and is subject to approval by the shareholders in the REAFARSHE - HAEE -
annual general meeting.
16. EARNINGS PER SHARE 16. BREF

The calculation of earnings per share is based on profit
attributable to equity holders of the parent of
approximately HK$290,662,000 (2004
HK$155,534,000) and on 1,315,068,000 (2004:
1,125,000,000) weighted average number of ordinary
shares in issue for the year.

The calculation of weighted average number of ordinary
shares for the year ended 31 December 2005 and 2004
were based on the assumption that the Reorganisation
had been completed on 1 January 2005 and 1 January
2004 respectively.

FREF TR E S Q A IR R E R F L
290,662,000/8 T (ZZZIF : 155,534,000/

L) RFABBTEBR 2 INEFEHH
1,315, 068 000f% (ZZZ P04 : 1,125,000,000
%) 58

%%i_ggﬁﬁﬁ_ggﬂiJr:HEwL*
HILFE 2 @z hniEFI5988 - T RliRiE
BEHER " EERF A HR_ZTENF—
H—HAZEXRZBRRAE -
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16. EARNINGS PER SHARE (continued) 16. BREF (&)
No diluted earnings per share has been presented for the ARG BERNRZFE AR a2 B E
year ended 31 December 2005 because the exercise IEERRERRG 2 FHME gL
price of the Company’s options, after taken into account of REBE-ZETRAF T _A=+T—"RHIEFELE
the effect of share-based payment, was higher than the AREEE AR

average market price for shares during the year.

Diluted earnings per share for the year ended 31 AR FERIEBED FTL R - IERKE
December 2004 was not disclosed as there were no HEZZTOF+_A=+—HIEFEZEK
potential ordinary shares outstanding during the year. BEAR -
Impact of changes in accounting policy BrtBEEE e
Changes in the Group’s accounting policies during the year REA - NEE 2 TR B AT
are described in details in note 3. To the extent that those 23 MRS EHEHE—_TTRAF+ A=
changes have had an impact on results reported for the T—HILFERE CEEENTE ﬁ‘JEZ:Q
year ended 31 December 2005, they have had an impact FEHMEN 2 BRERN 2 SHIEKRTE -
on the amounts reported for earnings per share. The R TR AR 2 2
following table summaries that impact on earnings per
share:
2005
—EERF
Impact on
earnings
per share
HEREF
%
HK cents
7 Al
Recognition of share-based payments as expenses BRARO AERNRAEREX 0.51
The changes in the Group’s accounting policies during the NER - KREB 72T HE 2 EBW EHEHE
year had no impact on results reported for the year ended —EENE+-_A=+—HIFEEH o ¥EE
31 December 2004, hence they had no impact on the ER L Az SEE W ENTE2%R2 B

amounts reported for earnings per share. Bz ©5EEKTE -
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BE-—TTRst+-A=t—Air5E (RS
17. PROPERTY, PLANT AND EQUIPMENT 17. Y% BRERRE
Equipment,
furniture
Leasehold and Plant
Construction improvements fixtures and Motor
in progress Buidings ~ HEWE R#E - &M machinery vehicles Total
REIR BT #1% REE BERMES AE @i
HK$'000 HK$'000  HK$'000  HK$'000  HK$'000  HK$O000  HK$'000
TER TER TET TET TET THET THET
COST EJ% $
At 1 January 2004 “EZME-F—H 3864 725 594 26,062 2,083 2,348 35,676
Additions %E 41,896 - 23 16,625 311 1,001 59,856
Transfer R (40,693) 31,010 = = 9,683 = =
Disposals HE = - - (626) - - (626)
At 1 January 2005 “ZZREF-F—H 5067 31,735 617 42,061 12,077 3,349 94,906
Additions ﬁa 12,938 - 1,977 17,838 6,543 932 40,228
Acquired on acquisition 7 U B /B 72 A M BE
of a subsidiary - - 409 455 - - 864
Exchange differences ~ [EH Z 97 610 21 800 232 65 1,825
Transfer Bi (7,802) 7,802 = = = = =
Disposals HE - (738) (183) (92) (39) = (1,052)
At 31 December 2005 A -EERF
+-A=+-H 10,300 39,409 2,841 61,062 18,813 4346 136,771
DEPRECIATION %ﬁ%‘
At 1 January 2004 “TTNFE-A—H - 398 110 10,872 794 987 13,161
Charge for the year E N & - 201 287 4,531 307 372 5,698
Eliminated on disposals 7 ! & B 4 % - - - (227) - - (227)
At 1 January 2005 “ZZRF-A—-H = 599 397 15,176 1,101 1,359 18,632
Charge for the year E N E - 1,425 1,074 8,306 1,403 598 12,806
Exchange differences ~ [EH =% - 27 17 383 37 32 496
Eliminated on disposals 7 & B 4 4 - (436) (118) (32) 6) = (592)
At 31 December 2005 R-ZZTHF
+-A=+-H - 1,615 1,370 23,833 2,535 1,989 31,342
NET BOOK VALUES @EE%@
At 31 December 2005 “ZTRF
+7 A=1+—-H 10,300 37,794 1,471 37,229 16,278 2,357 105,429
At 31 December 2004 R = EEIIEF
+-A=+-H 5,067 31,136 220 26,885 10,976 1,990 76,274
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17. PROPERTY, PLANT AND EQUIPMENT 17. Y% - BERRE (B
(continued)
Property, plant and equipment are depreciated on a W - BB REEIIZEGERIZ T E RS
straight-line basis at the following rates per annum: =
Buildings ¥ 5%
Leasehold improvements HEYHEEE the shorter of the lease terms and 5 years
THEHR K 5 FHR cBEE
Equipment, furniture and fixtures — &f& ~ REAREE 20% — 25%
Plant and machinery B R Es 10%
Motor vehicles RE 20%
The buildings of the Group are situated in the PRC and AREEE 2 W EENH A B FE T 7R A A HRFR 4945
located on land use right under medium-term lease. The B FERRE L E o R TREMNE
construction in progress represented buildings, plant and TEERZETF - BE RS -
machinery under construction which are situated in the
PRC.
18. LAND USE RIGHT 18. T ih{E FARE
HK$’000
F& T

COST B 7R
At 1 January 2004 R-ZZEZTWME—F—H =
Addition NE 10,509
Charge for the year FAFE (89)
At 1 January 2005 R-_ZEZERF—HF—H 10,420
Charge for the year FRITE (282)
Exchange differences PE W =58 196
At 31 December 2005 RZZEERAF+=ZA=+—H 10,334

The land use right of the Group is held under medium-term
lease in the PRC and amortised over the term of the lease
of 50 years.

AERE 2 T3 (E RRETIR B Bl 2 h HRTE A%
B - WIRGOFMAIF L -
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19. INTANGIBLE ASSETS 19. B EE

Licence Development
fee costs Total
T EE ol %N st
HK$’000 HK$’000 HK$’000
FAT FAT FAT

COST 5N

At 1 January 2004 N_ZZTMF—H—H 10,504 22,370 32,874
Additions NE 4,512 32,306 36,818
At 1 January 2005 TERF—HA—H 15,016 54,676 69,692

Additions RE = 63,705 63,705
Exchange differences PEH =58 - 1,251 1,251
At 31 December 2005 R-ZEERFE+-_HA=1+—H 15,016 119,632 134,648
AMORTISATION s

At 1 January 2004 R-_ZTEZEWF—HF—H 2,559 10,072 12,631
Charge for the year FRFTE 4,813 26,929 31,742
At 1 January 2005 R-ZEBEZR&E—HF—H 7,372 37,001 44,373
Charge for the year FRITE 4,791 37,399 42,190
Exchange differences MEH =5 - 1,127 1,127
At 31 December 2005 HR-ZEZEHF+-_A=+—H 12,163 75,527 87,690
CARRYING AMOUNT REE

At 31 December 2005 W _ZTZEAF+_-_HA=+—H 2,853 44,105 46,958
At 31 December 2004 WR-_ZEEENFE+—-H=+—H 7,644 17,675 25,319
The intangible assets have finite useful lives. Licence fee BRAEGCREHRAR - FTAIZ & R NERE
and internally generated development costs are amortised A 2 RSB ANAEL AR A 7 RlR 3618 A K ofE A HA

on a straight-line basis over a period of 36 months and 9 MR -

months, respectively.
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20. DEFERRED TAX 20. JEIEBIE
The followings are the major deferred tax liabilities and ATAERAFERBEFE  AAEBEER
assets recognised by the Group and the movement FTEEEHEREREERE@HE
thereon, during the current and prior years.
Write-down
Development of inventories
cost and trade
capitalised receivables
2ERL FEREW
BMEAA ESRKM
HK$’000 HK$’000
FH&T FET
At 1 January 2004 R=ZFZWMF—HF—H = 2,935
Credit to income statement AR E R A = 173
At 1 January 2005 R-_ZTEZERF—H—H = 3,108
Charge to income statement UL s 2R A X2 8H (3,308) (522)
At 31 December 2005 R-ZEZERF+-_A=+—H (3,308) 2,586
At 31 December 2005, other than the deferred tax assets REZZETRAF+_A=+—H ' K LllEER
and liabilities mentioned above, subsidiaries of the Group HEERBEIN  AEBE BRGNS #
had unused tax losses of approximately HK$25,444,000 B R 20 1) 2 A< FA T T 518 4925,444,000/%8
(2004: HK$7,274,000) available for offset against future TL(ZT RS ¢ 7,274,000%87T) © BB A
profit. No deferred tax asset has been recognised due to Rl Z AR HEARZ AR BRI - i R FERE
the unpredictability of future profit streams of that MEERBEE - R_ZZRAF+-_A=+—
subsidiary. The estimated tax losses as at 31 December A - TEHAR A E I8 0] MR AR HA 4GS o
2005 may be carried forward indefinitely.
21. INVENTORIES 21. 78
2005 2004
—EERF —EETNF
HK$’000 HK$’000
FExT FHE T
Raw materials =% 250,075 208,879
Work in progress E& M 110,856 10,021
Finished goods IR T 41,478 95,612

402,409 314,512




For the year ended 31 December 2005
HE-ZZRF+-A=1+—BLEE

22. CURRENT FINANCIAL ASSETS 22. REBE@MEE

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

days.

The following is an aged analysis of trade receivables,
notes and bills receivable at the balance sheet date:

HEEMN—RIEEHABOEI0R -

AT BREEREYE SR - BRFIERER

B 7 BRER AT -

2005 2004
—EERE —EETNF
HK$'000 HK$’000
FExT FAET

0 — 30 days 0Z 30K 103,373 34,104
31 - 60 days 312 60K 19,465 21,605
61 - 90 days 61ZE 90K 4,765 3,006
91 - 180 days 91E 180K 3,589 1,993
Over 180 days B 180K 3,324 6,232

134,516 66,940
Less: Accumulated allowances W RETHEAE (7,365) (6,236)
Trade receivables U E 5518 127,151 60,704
0 — 30 days 0Z 30K 77,735 91,300
31 - 60 days 312 60K 5,640 10,906
61 - 90 days 61Z£ 90K 433 12,319
91 - 180 days 91F 180K 8,610 -
Over 180 days B 1B 180K 9,615 =
Notes and bills receivable (Note) JEWEIE MR E (M) 102,033 114,525

Note: Notes receivable represent the promissory notes issued by

banks received from the customers.

Other receivables and deposits are repayable on demand.

The directors consider that the carrying amounts of these
financial assets approximate their fair values.

Kret - EREAWERE P RRITHE R AR TR -

HALREUFRRIZ S AR BRERRF AT -

EEAR%SeREENEERE A FEEM

++

Eo
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23. PLEDGED BANK DEPOSIT 23. SEABRITENRK
At 31 December 2004, a deposit amounting to RZEEMF+=—A=+—8 ' EHTMEHF
HK$7,800,000 bearing interest at prevailing market rate K&t B 2 1F587,800,0008 TTE IR FERIT - LA
had been pledged to a bank for banking facilities granted BERRTRTAEB ZRTHE - EFRARE
to the Group. The directors considered that the carrying EIRRITEAR 2 EMEREREAFEEERS ©
amount of the pledged deposit approximates its fair value.

24. BANK BALANCES AND CASH 24, RITEBRRES

The bank balances and cash of the Group are mainly
denominated in Renminbi, Hong Kong dollars and United
States dollars. Included in the bank balances and cash
was amounts in Renminbi of HK$472,758,000 (2004:
HK$125,713,000), which is not freely convertible into
other currencies.

The directors consider that the carrying amounts of bank

balances and cash approximate their fair values.

AEBZRITABERSEBUARE  BHER
ELHIE - BITEH RS ABE—BARER
1H472,758,000/8 7T (ZZZ P4 : 125,713,000
BT ZEFIET I EREBRAEME

EEARRTEREREHREAEEL R TE
[EREE=




25.

CURRENT FINANCIAL LIABILITIES

25.

For the year ended 31 December 2005
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REBEMAE

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

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

ENEZFR - HbEMAFUR EMIRERE
SIRIEEIRBREME S B MR 2 BN K

B 5B —RIEEHR30E60R - REEZ
B HRMNFIANSAEE B ZRESITIAT -

0 — 30 days T E 30K
31 - 60 days 31E 60X
61 — 90 days 61E 90K
Over 90 days B #E90K

Amounts due to related parties and directors are
unsecured, non-interest bearing and have no fixed terms
of repayment. Details of the amounts due to related
parties and directors are set out in note 36.

During the year, amounts due to a related company and
directors amounting to US$672,100 and US$5,827,900
respectively (equivalent to HK$5,242,000 and
HK$45,458,000 respectively) had been capitalised as
issued and fully paid capital of STG. The remaining
balances have been fully repaid during the year.

The directors consider that the carrying amount of the
current financial liabilities listed above approximates their

fair value.

2005 2004
—ETRF — T4
HK$’000 HK$’000
FET T T
180,139 132,476
104,226 83,936
22,412 31,133
25,612 77,023
332,389 324,568

ENEEALRESZFARERN - 28K
BEEERY - ENBAEALREFTZFIEZ
S BEEMAEES6

RER - BENBAERTIREZZRED A
672,100% 7T} 5,827,9003% 7T (5 RIAZER
5,242,000/ 7T & 45,458,000/ 7T) B 1ZSTGE
BIOIRBRZEARBTER - HRERENE

MEEDERE o

EEAnbiRBEERECEEREATE
(EEEE=

\—H
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26. BANK BORROWINGS 26. RITHER
2005 2004
—ETHF —EENF
HK$’000 HK$’000
FHET F& T
Bank borrowings due within one year R—FREEH 2 BITER
Secured A 24,738
Unsecured T 75,471
100,209
At 31 December 2005, bank borrowings of approximately —TEERF+-_A=+—8  RITERY
HK$9,615,000 (2004: HK$24,738,000) were secured by 9,615,000/8 70 (—ZZT P4 : 24,738,000/
notes receivable of the Group. 70) T A B R R IREE A o
The bank borrowings are mainly denominated in Renminbi. IRITEREZUARKESE
During the year, the bank borrowings were arranged at RER @ RITERTVIZEE BEXFTE - WER
fixed interest rate and expose the Group to fair value SEEBRATFEENERRE AFEEX(F2
interest rate risk. The average interest rate paid for the FHFFIEE4% (ZFZILF : 5%) °
year was 4% (2004: 5%) per annum.
The directors estimate that the fair value of the Group’s EEEREMSHERTRAEBERZARER
borrowings, by discounting their future cash flows at the EREBUZSERZATEERMGT - EER
market rate. The directors consider that the carrying R BERAEREQATEEES
amount of the borrowings approximates the fair values.
27. OTHER BORROWINGS 27. HBEX

Other borrowings represent advances from two related
companies by way of two entrusted loan agreements
whereby the related companies deposited entrusted loan
proceeds with a financial institution which, acting in the
capacity of an entrusted lending agent, on-lent the
entrusted loans to the Group. During the year ended 31
December 2004, this arrangement had been modified
such that the entire entrusted loan was funded by a single
related company. During the year, the entire borrowing was
fully repaid using the proceed from listing. Accordingly, the
entrusted loan given by the related company as a security
to the financial institution was released.

ey arad
25

HpEFRTHE K 8 MR R R R 2 25K o
BRTIAMMDEEE R IGRTLAEL - Bt
ZEBERRRERERTIATL — M B
& ﬁﬁﬁiﬁﬁﬁ%%w: RERRESG - BE
ZERERTALE - REE-TTNE+—
A —+*EIJJ:¢J*W AL BEEARER] B
tEMEEERBE—BEARREMR - NF
N 2RERCHALHABHAEER - &
it - BEARMAG T2 ERERIERM M
BB ERR -
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27. OTHER BORROWINGS (continued) 27. HihEX (&)
Other borrowings were arranged at commercial rates. The HEMERIREEFNETE  FAZNZ2FH
average interest rate paid for the year was 3.26% (2004: EF| & 53.26% (—EZPULE : 3.26%) °

3.26%) per annum.

Mr Wong Cho Tung and Ms Yeung Man Ying are the FTHREERGNBEZT BZHAEARZER
beneficial owners of the related companies. AN °
The directors considered that the carrying amount of the EERAAEECEMER 2 FHERE AT
Group’s other borrowings approximates its fair value. BEEE -
28. SHARE CAPITAL 28. R4
Number Share
of shares capital
BHEE [N
’000 HK$’'000
T % FET
Ordinary shares of HK$0.1 each FRMECLE T2 LB
Authorised: ERE
On the date of incorporation A =Ef RS2 B 1,000 100
Increase during the year (note a(i)) F AL (B aFa(i) 2,999,000 299,900
At 31 December 2005 RZZEERAF+=-ZA=+T—H 3,000,000 300,000
Issued: B 21T :
1,000,000 shares allotted and AT K S B B R 3 K
issued nil paid on the date BIIRBRFEZ
of incorporation 1,000,0000% f% 17 1,000 =
Issue of shares on Reorganisation REHAREITRMD 1,500 150
Credited as fully paid from contributed REBHRBHRIERM
surplus account ANEEBBRRKRHD = 100
Issue of shares by capitalisation of FBRMD BEEREANEm
share premium account (note a(ii)) BT 2 IR1D (Kiiza(ii) 1,122,500 112,250
Placing and public offer of shares EERkAAEERHG
(note b) (Kt &tb) 375,000 37,500
At 31 December 2005 RZZEZERF+=-A=+—H 1,500,000 150,000
The Company was incorporated in Bermuda on 27 October ARRRZEENF+A-TEARBRES
2004 with an authorised share capital of HK$100,000 sz - EERAAZL00,0008TT - 5 A
divided into 1,000,000 shares of HK$0.1 each, all of 1,000,000/ FRXEIEO. LT 2 I 17 - PABAR
which were allotted and issued, nil paid to Info Dynasty. ¥R R BAA% TN B 3 & 3877 FInfo Dynasty °
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28. SHARE CAPITAL (continued) 28. KA (®)

Notes:

(a)

(b)

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

(i)

(i)

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

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

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

The shares which were issued during the year rank pari

passu with each other in all respects.

The share capital as at 31 December 2004 represented
the nominal value of the issued share capital of STG prior

to the Reorganisation as defined in note 1.

(@) WBEARARFR-_ZTHAFRAA=THBER
CEMABRR

(i) % iBIEE%2,999,000,00088 8% (FZ A%
HESFAHEEREET2ESREE
0.10B T2 RN ZBRAEER) + A4
Al ZAERAHLO0,000 B LEE
300,000,000/ 7T °

(iy FAARZBMHEEREARER AR
EARNERMOMAERE - ESERER
RNDAKRGEERZERS
112,250,000/ 8 TTEIEE AR « I Z
FIBREEZHHE1,122,500,0000%
B MAR—ZEZRFENANBHRA
R RBERIAARIREAMZ AL
w"E HTEAZS’D\—JZH%EI:HF‘J@%;%&%

Ex—rHXT

by R-ZZREANA-+hB BARERAHR
BEFLN - AARNEERL. 7B 2B « 317
4 $£375,000,0000% FAREE0.107 7T 2 #1A%

e

FARBTZZEROES T B EFRRE

N3
S o

E\

RRBRZZBZMFE+_A=+—H2BRE "
Z%STGEGE%H (E& ML) A2 B BITRAR
B
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29. WEKE2ATE]

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

The net assets acquired in the transactions are as
follows:

RZZZERF—A=1T—0  FXEEWEEA
B EEBR AR « Simcom International
Holdings Limited FSuncom International
Holdings Limited Z 100%E 24T A - RIE A3
17231 FRMELFEITTZSTCRR G - HIERX S
THAEETHE AVEARR ©

RHPWEZFEEWT ¢

Acquirees’ carrying
amount before

combination
and fair value
WREB A RE AT Z
REENKAFEE
HK$’'000
FAET
Property, plant and equipment Yz - BE K& 864
Other receivables H {th & U AR 3K 1,780
Bank and cash balances R1T R 21,718
Other payables, deposits received and accruals EMEMAER  2lkiEe Rk
& &t 5k IA (30,030)
(5,668)
Interests in associates (Note) REE &R R 2 (I 5E) 52,294
Total consideration satisfied by 231 shares 231 EBREELIE T Z
of STG @ US$1 STGHR (0 (B - 2 #B X (& 46,626
Net cash inflow arising on acquisition of subsidiaries WEEH B ARIFTEEL Z
REMAFRE 21,718

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

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

ERERS MWERH  REERAFEE

BE

>t

o

HiaE - AEERKIERARBE AR 2R A LIEFN
AR EER M (ASTGZIFREMBAR) BE
FEZ25% c AEERWERES LA ER
N EFERTH100% M AN fE RS o
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29. ACQUISITION OF SUBSIDIARIES (continued) 29. WEBHIE A B (4)
The subsidiaries acquired did not have significant BEREHNBARNKEBRZEERA 2T
contribution to the Group’s turnover and result for the year BEUABAEE  EX£BREZEHERE
between the date of acquisition and the balance sheet Bt o
date.
As the revenue and results of the subsidiaries acquired BAREBEREARZ KNS REEHT A SELES
were not significant to the Group, the total group revenue AFE  ARREEE 2 ERIEER - B
and result, as if the acquisition had been completed on 1 EIZBRRBBEER T RF— A — BTl
January 2005, are not disclosed as the information does BEBWAREEESTTZER o
not give additional value.
30. DISPOSAL OF A SUBSIDIARY 30. HE—BEKELQF
On 30 November 2004, the Group sold its 100% interest RZFETWOF+—A=+H AEE
in Shanghai Sunrise Display Limited for HK$40,603,000, 40,603,0007% 7t [M)—[E @3 A 7] i & Shanghai
satisfied in cash, to a related company. The net assets of Sunrise Display Limited 2 &0 #a » WIAR &
Shanghai Sunrise Display Limited at the date of disposal f5f » Shanghai Sunrise Display Limited A& &
were as follows: AZEEFEET :
30.11.2004
—EENE
+—A=+H
HK$’000
FET
NET ASSETS DISPOSED OF HE 2 BEFE
Pledged bank deposit EHEMRITER 40,335
Bank balances and cash RITHEBERS 156
40,491
Gain on disposal =gy 112
Satisfied by cash AR & = At 40,603
Net cash inflow arising on disposal: HEELEZREMRAFRE
Cash consideration RERE 40,603
Bank balances and cash disposed of EHERTEHRLRE (156)
40,447

The subsidiary disposed did not contribute turnover and
profit from operations to the Group in the year ended 31
December 2004.

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

i EHBAARBE " SEME+ - A=+
— 1 4 3 4 7 S B AR R
REB -

THREERSXEZ T REERRZRR °
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31. MAJOR NON-CASH TRANSACTION 31. FEFRERF
During the year, the Group had the following major non- RER  AEBEELUTEEIBRER S ¢
cash transactions:
(@) During the year, amount due to a related company (@ RFEA-  EN—HEEAFREERED
and directors amounting to US$672,100 and 7l /A672,1003% 7T % 5,827,900% 7T (53 7]
US$5,827,900 respectively (equivalent to HE 5,242,000/ 7T 45,458,000/
HK$5,242,000 and HK$45,458,000 respectively) T0) BEMNMEBARRAR 2B BT RERERK
had been capitalised as issued and fully paid capital PN
of the Company.
(b)  On 31 January 2005, the Group acquired 100% the by RZZEZTRF—A=+—H A~EEKE
issued share capital of SIM Technology HK Limited, EAMBIEEBEERAF - Simcom
Simcom International Holdings Limited and Suncom International Holdings Limited 52 Suncom
International Holdings Limited in consideration of International Holdings Limited2 100%,
the allotment and issue of 231 shares of US$1 BITRAER - RERICE KIEIT231KR
each of STG. Details of acquisition is set out in note BRMEELIETTZSTGR D - W Z 15
29. BB EE29 ©
32. OPERATING LEASE ARRANGEMENT 32. REMEOTH

The Group as lessee

The Group made minimum lease payments under
operating leases in respect of office premises of
approximately HK$8,487,000 (2004: HK$5,332,000), in
which approximately HK$2,941,000 (2004:
HK$2,037,000) were capitalised in development cost.

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

AEEESEEA
REBRPAESYWEMBELEHEI T2 &
RS FIEH A A8,487,0008 T (ZZZ MM
F 1 5,332,000/87T) + A 492,941,000/ 7T
(CZTZPU4E : 2,037,000 7T) DR AS
BRI -

REER  AEBRBEFAIREEEEHEN 2
REESFEARE D HAHOT

—FR

Within one year
In the second to fifth year inclusive

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

F_EFLF (BEEMEREERN)

2005 2004
—gREF —TIMF
HK$’000 HK$’000
THT T
4,067

9

4,166

HExFHEPEEA—F  MASIEEA
SFH 4 H o
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33.

CAPITAL COMMITMENTS

33.

34.

Capital expenditure contracted for but not

Capital expenditure authorised but not

provided in the financial statements ZERNTH
in respect of:
— building construction — EERETF

contracted for
— building construction

- EEREF

RETIREMENT BENEFITS SCHEME

ERNERRP B REEE

EREERENZERIHL -

34.

BXERE
2005 2004
—gREE —TINF
HK$’000 HK$’000
THRT FHT
33,597
4,686

RKERGE

The Group operates a Mandatory Provident Fund Scheme
(“MPF Scheme”) under rules and regulations of Mandatory
Provident Fund Schemes Ordinance for all its employees
in Hong Kong. All the employees of the Group in Hong
Kong are required to join the MPF Scheme. Contributions
are made based on a percentage of the employees’
salaries and are charged to income statement as they
become payable in accordance with the rules of the MPF
Scheme. The assets of the MPF Scheme are held
separately from those of the Group in an independently
administered fund. The Group’s employer contributions
vest fully with the employees when contributed into the
MPF Scheme.

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

During the year, the total amounts contributed by the
Group to the scheme and cost charged to the income
statement represents contribution payable to the scheme
by the Group at rates specified in the rules of the scheme.

AEBRERHEAES A GI REMBEE
R BRI IR NESRIGTE ([RES
&l - TEREENREEHAMARESR
g HRREBEAFHENX —BOLLIEL -
WRIESRIE 25T 8 2 MBI E T XN ERE
BRHRR - RIRE A BIZEERAEENEME
ENHREE A BUEBESHE - £
BRETFEENE  AREEEHFEEHE
BREEME

AEERPEZHBRARERTEZERR
A 28 —IREZE I A E B E R
BAETE - MBARARTIERANEERD
FE e R AR AR A At B 3K - AEREBLRIKTR
FEtE 2 E—BEREREEHRR -

RER - AEBERFEHRER RN KSR
Bz RA - KERAEBERIBETZIRAIRIEE L
At BN 2 R -



35. SHARE OPTION SCHEMES

For the year ended 31 December 2005
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35. BIRESTE

(A)

Pre-IPO Share Option Scheme

The major terms of the Pre-IPO Share Option
Scheme are summarised as follows:

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

(i) The participants included directors of the
Company or its subsidiaries, senior
management and other employees of the
Group and such other persons as the Board
may consider appropriate.

(iii) ~ The maximum number of shares in respect of
which options might be granted under the Pre-
IPO Share Option Scheme shall not exceed
44,000,000 shares.

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

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

(vi)  Subject to the vesting period above and the
terms of the Pre-IPO Share Option Scheme, an
option may be exercised by the grantee at any
time during the period of 10 years
commencing on the date of grant.

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

(A)

ER AR B EA RS

BRAFR#EER BTS2 25500
ZR

() EOERSEERHE -

HEBBEARRSEMBARE
- ERERERAEE 2 EibE

UARERARER BB LZE
{‘@/\ﬁ:

(i)

pus \l]ﬂﬂ it \X?

(i) BRARAEEE AR 8RR
2 FBIAEPTS R SR IR BT
A] #83844,000,0004% °

(iv) EAEHERDERTEZBRE
AREZERE o (EMEEHEBK
TR ESHEE -

v) BEREEXAHEERERES
ERTEBUARAZEREMNS -
REZZEZRNFEA—HEZZZER
FHZA=+—RAZHM - AEH
ZEELF-A—REZTTNF
T A=+ —RAZZEBEESEH
D757 B E 25%,2 FEARHE -

i)y BELAEBHREIXARAEZE
BEARAERT R 2 165K AR AR R
i B Bk ST - HARBE R A T (R BB AR
#E o

(vii) ARABRRR T BBE R
KE-
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35. SHARE OPTION SCHEMES (continued) 35. EREsTE (&
(A) Pre-IPO Share Option Scheme (continued) (A) BERAPREABRESS (@&
(viii) The exercise price of an option is 60% of the (vii)y BREZITHEEABREERZ
offer price. 60% °
(ix)  The life of the Pre-IPO Share Option Scheme (ix) BERARBEEAERETS 2 F8
shall be valid and effective from 30 May 2005 —ETERFRA=THE-ZEZT
to 14 June 2005, after which time no further AFNATHBHREERRAERR -
options will be granted but the provisions of LB KT B — PR ERE
the Pre-IPO Share Option Scheme shall remain HEEHRAFBEERIBRETS 2 &
in full force and effect in all other respects. RESFEDE T BB RAERR -
The following table discloses details of the options TREBFAREE RN ARBESAERE
under Pre-IPO Share Option Scheme held by the FrEI T HAR AR ERIENRZERS
grantees and movements in such holdings during ZBEEEE -
the year:
Outstanding Outstanding
at at
1 January 31 December
Exercise 2005 Granted Forfeited 2005
pice R-ZZRF during duing R-ZER%E
Name of director Date of grant per share -A-H the year theyear t—A=1—H
EEpg RitAH ERTEE AT FREE ERAN o R AT
HK$
BT
Tsang Hen Loon, Raymond 30 May 2005
gEE “EERFRAZTH 1.02 - 3,000,000 - 3,000,000
Zhang Jianping 30 May 2005
KA T S I I = 1.02 - 3,000,000 - 3,000,000
Tang Rongrong 30 May 2005
BB “ZTRFRA=TH 1.02 - 750,000 - 750,000
Other employees of the Group 30 May 2005
REBEMES “TTRFHA=TH 1.02 - 37,250,000 (3,650,000) 33,600,000
Total 5t - 44,000,000 (3,650,000) 40,350,000




35. SHARE OPTION SCHEMES (continued)

For the year ended 31 December 2005
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35. MRS (8

(A)

(B)

Pre-IPO Share Option Scheme (continued)

Notes:

U]

(i)

(iii)

Save for the options that were granted to the
directors of the Company and employees of the
Group on 30 May 2005, which all have the same
terms, no other options were granted during the year
ended 31 December 2005.

None of the options granted under the Pre-IPO Share
Option Scheme was exercised during the year ended
31 December 2005.

3,650,000 options granted under the Pre-IPO Share
Option Scheme were forfeited during the year ended
31 December 2005 upon the resignation of
employees.

Post-IPO Share Option Scheme

The major terms of the Post-IPO Share Option
Scheme are summarised as follows:

(i)

(i)

(iii)

The purpose was to provide incentives to the
participants.

The participants included any employee or
executive director of the Group and such other
persons as the Board of Directors may
consider appropriate.

The maximum number of shares in respect of
which options might be granted under the
Share Option Scheme must not exceed 10%
of the Shares in issue as at the listing date
(30 June 2005) and in any event the total
maximum number of shares which might be
issued upon exercise of all outstanding
options should not exceed 30% of the issued
share capital of the Company from time to
time. No options may be granted if such grant
will result in this 30 per cent limit being
exceeded.

(A)

(B)

BRARMBEABRETS (8

et

(i)

(i)

(iii)

BRARREEZRAKEEENR_FTA
FR A=+ BERITE AR 2 EAE
Sy RBE-ZTRAFT_A=+—H
LEEFE AN SR T E A A

RRE-FERF A=+ —ALE
B - R ER AR E R B
Bt IR BT -

3,650,000 R B IR A FE & RIHEAR
ERTEIERE 2 BIE - EREE=ZT
RAE+-—A=+—RIEEEEMES
BHER R o

BRARBERBRESS

BRAFREERBRER S 2 X 2550
AT

(i)

(i)

(iii)

tEIZ BENERMBEERHERE

il
F —+

o

SEEREASEREINITES
NREZSARRRAEIZTHM
AT e

RIEREIGAERT BT TR L 2 &=
HHE  THRBERETAE (=
SERENA=1H) BHTRH
210% * R AT EFTA &)
RITEZBIREME BRI &K
BEE - TEBBTERIERERAE
B FRAESROBE 2
30% ° AN A S S EURBIL
—30%[REE - TR REMRE -
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35. SHARE OPTION SCHEMES (continued)

35. MBRMESHE (B

(B) Post-IPO Share Option Scheme (continued)

(iv)

(vi)

(vii)

(vii)

(ix)

Unless approved by shareholders in general
meeting in the manner prescribed in the
Listings Rules, the Board shall not grant
options to any grantee if the acceptance of
those options would result in the total number
of shares issued or to be issued to that
grantee on exercise of his options during any
12 month period exceeding 1% of the total
shares of the Company then in issue.

The option may be exercised at any time
during the period of 10 years commencing on
grant date.

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

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

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

the closing price of the shares of the
Company as stated in the Stock
Exchange’s daily quotation sheets on
the grant date; and

the average closing price of the Shares
as stated in the Stock Exchange’s daily
quotation sheets for the 5 trading days
immediately preceding the grant date;
and

the nominal value of the Shares.

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

During the year, no option were granted under the
Post-IPO Share Option Scheme.

(B)

BRORBERBRESS ()

(iv)

(vi)

(vii)

(vii)

(ix)
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36.

RELATED PARTY TRANSACTIONS

36.

For the year ended 31 December 2005
Rt r IRy Pl 113

BEAERS

Apart from amounts due to related companies and
amounts due to directors, other borrowings advanced from
related companies and disposal of a subsidiary to a
related company as disclosed in notes 25, 27 and 30
respectively, during the year, the Group had entered into

the following transactions with related parties that are not

members of the Group:

BRETRE25 © BYRE27 RMTRES0MINEENEER
AR ENEZZFUR  BEARGBTZE
AR ARABEARHEMNBRRIN - F
MRS E B IFAREEK B AR 2 BEALET
SIATRS

2005 2004

—¥TRF _—TTHF
Notes HK$'000 HK$'000
Hi & TAT THET

Income statement

Sales to a minority shareholder of
a subsidiary
— Ningbo Bird Co., Ltd.

Sales to related companies
— Shanghai Suntech Co., Ltd.

— Shanghai Xinzhan Limited

— SIM Technology (HK)

Rental expenses paid to a related
company
— Shanghai Sunrise House Property
Company Limited

Commission fee paid to a related
company
— Shanghai Xinzhan Limited

Interest expense paid to a related
company
— Shanghai Sunrise Display Limited

Wz &

m—EHE R BRE

HE
— ERRERMHER

FEERBIHE
— LBRMBERE
BERAA
— tBERELSRE
BERAAE
- RAMR(FE)

MBZEARAXNZES

— LBEREEEM
BERAAE

ABERAXNZAEER

— tBERELSRE
ERAA

RAERAXNZHEXH

- tBRBETAR

A A 63,935
9,449

I
1,852
14,504
189

I
625

NG]
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36. RELATED PARTY TRANSACTIONS (continued) 36. BEALTRS (&)
2005 2004
—EERF —EENF
Notes HK$’000 HK$’000
K ot FExT FET
Balance sheet EEERBR
Amounts due to related companies e EER T 2 BRI

— Simcom Limited (“Simcom (BVI)”) — Simcom Limited

(['Simcom (BVI)|) 32,105
— SIM Technology (HK) — BABE (FE) 954
33,059
Trade payable to a related company EEERFE SRR
— Shanghai Xinzhan Limited — L BEREEXRELR
BRAA 625
33,684
Amounts due to directors T E S 2 RIE
Mr Wong Cho Tung =MAR A 73,675
Ms Yeung Man Ying 15 X Bz + 5,466
79,141

(@) ERRERMNBRARRLEREETFR
RBERAR ([ LEBRE] - —FHHEAF)
ZDERBIR o

(@) Ningbo Bird Co., Ltd. was a minority shareholder of
Shanghai Sunrise Electronic Technology Co., Ltd.,
(“Shanghai Sunrise”), a subsidiary.

(b)  Ms Yeung Man Ying is a shareholder of the (b) BNEELTRZARIZIE °
company.
()  MrWong Cho Tung and Ms Yeung Man Ying have () FHEREERBXHZLIHER DESBREE

controlling power over Shanghai Xinzhan Limited and
Shanghai Sunrise Real Property Development
Company Limited.

Mr Wong Cho Tung and Mr Wong Hei, Simon are
directors of the company.

Mr Wong Cho Tung and Ms Yeung Man Ying are
beneficial owners of the company.

Simcom (BVI) was a minority shareholder of each of
Shanghai Simcom and Suncom Logistics.

SREIRARARE DEREEEME
ﬁﬁﬁ GlES 6 I%ME °

THREEREBEERAARES o

THRSERSXRLZ L /Z AR 2B
BAA -

Simcom (BVI) & _E)& = 8L % 22 fE Hr il 2
R -
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BEALRS (&)

Mr Wong Cho Tung, Ms Yeung Man Ying and Mr Wong Hei,
Simon are the directors of the Company.

The remuneration of key management other than the
directors’ remuneration as disclosed in note 11 during the
year was as follows:

THRESE  BXHEZLREBLEEHRAR
AZEE -

BRRIEFIIABKBECESTMEI FRAETEE
BEZMemT

2005 2004
—gREF —TIMF
HK$’000 HK$’000
THT T

Short term benefits SRR
Post employment benefits 2 EEEF
Share-based payments I& 10 B ETE AT R

The remuneration of directors and key executives is
determined by the remuneration committee having regard

to the performance of individuals and market trends.

BEAZKRBARTSBBEE
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37. PARTICULARS OF PRINCIPAL SUBSIDIARIES 37. TEMBATZFHE
Particulars of the subsidiaries of the Company at 31 RZBEERF+-_A=1+—HARRZHBA
December 2005 are as follows: EEIFCINE
Proportion of
Issued and nominal value of

Date and place of fully paid up share capital/
incorporation/ share capital/ registered capital
Name of subsidiary registration registered capital held by the Company
HEmEL/ BRITR ARRERAE
Egia=h i BERE/ EE/ Principal activities
WEARERE R H & A Xz hl TEEH
Directly Indirectly
EE 8 %
STG 13 October 2004 Ordinary shares 100% - Investment holding
The British Virgin US$12,233 kB 2R
Islands (“BVI”) EE12,233% T
“TTNE
+A+=H
EERUMES
((ZBRLES])
Sunrise Electronic Industry 17 December 1999 Ordinary shares - 100% Trading of mobile
Limited Samoa US$2,002 handsets and related
REEFIXERAR —hWANE T BI%2,002% T components (ceased
+=A++tH since June 2004) and
EEGHE investment holding
BEVHFHRIEH
THER-ZENF
NARIE) R BER
Shanghai Sunrise 9 November 1993 Registered and - 100% Manufacturing and
FEREETREBERAR  ThePRC contributed capital sales of LCD
(a wholly-foreign owned —AN=F RMB200,000,000 modules in the
enterprise) +—ANA HREHER PRC
MEBERE) HE A R #200,000,0007T ERBEEER
HERBBTER
Shanghai Simcom 5 December 2002 Registered and - 100%  Design and development
AWBEEEEM (L8) The PRC contributed capital of mobile handsets,
ARADA —TT US$1,500,000 handset design solutions
(a wholly-foreign owned +=-AAH AMREHEAR (in SKD/CKD form) and
enterprise) H 1,500,000 7T wireless module solutions
NEBELE) in the PRC
ERBE M ERA R
BEFRBFAFTRER
BEERERLR
(BRARERKAR
El/HETH)
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37. PARTICULARS OF PRINCIPAL SUBSIDIARIES 37. FEHBA T ZFH1E (@)
(continued)
Proportion of
Issued and nominal value of

Date and place of fully paid up share capital/
incorporation/ share capital/ registered capital
Name of subsidiary registration registered capital held by the Company
AL BETR AARERE
Nk BRERA/ RV Principal activities
WEARERE R & A X2 hl TEEH
Directly Indirectly
E# &
Suncom Logistics 23 September 2003 Registered and - 100% Procurement, manufacture
FEERNBETERAR  ThePRC contributed capital outsourcing, sales and
(a wholly-foreign owned —ETE-F US$400,000 marketing of the Group’s
enterprise) AA=+=H ZMEEHER products and procurement
GrEBELRE) HE 400,000 logistics in the PRC
AR BIEREE © B
e HERKER
EEEEMR
REMR RS
Simcom International Holdings 2 October 2003 Ordinary share - 100% Investment holding
Limited BVI Us$1 REER
ZTT=F LaR1ER
+A=H
ABENES
Suncom International Holdings 12 January 2004 Ordinary share - 100% Investment holding
Limited BVI Us$1 REER
e 3 igz3 TARk1ET
—R+=H
ABENES
SIM Technology HK Limited 21 April 2004 Ordinary share - 100% International sales office,
RABHEBEBARAR Hong Kong HK$1 trading and payment
—TEQNE ERRLET agent of the Group
mA=-+-—H BRHERER
BA rEEZES

kSRR
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37. PARTICULARS OF PRINCIPAL SUBSIDIARIES 37. XENBATZFE (@
(continued)

Proportion of

Issued and nominal value of
Date and place of fully paid up share capital/
incorporation/ share capital/ registered capital
Name of subsidiary registration registered capital held by the Company
HMmEEL/ BRTR RARMERAE
A=k BERA/ HE/ER Principal activities
WEARER R H & A EX 2z hl TEEH
Directly Indirectly
E# 8 &
Shanghai Speedcomm 16 December 2005 Registered and - 100%  Design and development
Technology Limited The PRC contributed capital of mobile handsets,
FEBUEEARMERAR —ZETLF RMB7,500,000 handset design solutions
+=A+7~H AR EHER (in SKD/CKD form) and
H AR #7,500,0007T wireless module solutions
in the PRC
ERBENER R
BEBFRIAFTRER
BEERBAAR
(BRBrEKAER
El/HETH)
38. EVENT AFTER THE BALANCE SHEET DATE 38. HEREEHE
On 24 January 2006, the Group acquired 100% equity REZZZERNF—AZ+MA @ AEEKRERS
interests in Max Vision Limited and 24 2% 5 (&) ERARREHANE S (L8 BRAFZ100%
AR A7 (Max Vision (Shanghai) Limited) in a feHE - REARJETT - WERZHAER 2 W75
consideration of HK$2. The financial impact to the Group HEWTERK -

is insignificant.






