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Highlights of the Year 2011
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April

The Group held a strategic seminar
in Dianshanhu. We are determined
to strike forward in our transition
to high-end ODM in our handset
business.

The Group completed the listing
on the Taiwan Stock Exchange and
issued TDR in Taiwan.

July

The Group has gained the
“Key National Research and
Development Project - Science
and Technology Major Project
No.3” sponsorship funded by
The Ministry of Industry and
Information Technology (“MIIT”)
for its research and production of
TD-LTE terminals.

August

The Group’s communication
module products for “internet of
things” were granted subsidies
from the PRC for its “internet of
things” project in 2011, which were
among the first in the PRC.

September

A total of 60 management of
Shanghai, including committees
from the Political Bureau of the
CPC Central Committee, Mr Yu
Zhengsheng (Secretary to the
CPC of Shanghai), Mr Han Zheng
(Mayor of Shanghai) and Ms
Yin Yicui (Deputy Secretary of
Shanghai) visited SIM Technology
Group.
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October

The Group delivered ODM smart
phone products, customized for
the Japanese market to Japan,
implying that our products
have passed the most stringent
examination.

Simcom Wireless, a subsidiary
of the Group, was elected as a
Top 100 Enterprise by Connected
World CW2012.

Construction of our handset
case injection, case painting and
vacuum plating production line and
CTP production line in Shenyang
was completed and both lines have
commenced operation.

November

Delivery of our Android phones
reached million units per model
per month, underscoring our ability
of supply chain management and
mass delivery capability in our
production line.

EVDO handsets and SLCM
modules of the Group were granted
subsidies in the State Key New
Product Plan 2011.

December

Simcom, a subsidiary of the Group,
was awarded the “Famous Brand
of Shanghai” for a second time.

Delivery of the Group's
communication modules business
reached million units per month.
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Chairman’s Statement
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For the year ended 31 December 2011, SIM Technology Group Limited

(“the Company”) and its subsidiaries (“the Group”) recorded a loss
attributable to shareholders of HK$25.5 million (2010: profit attributable
to shareholders of HK$ 233.3 million). We regret to report such results
for the reporting year. As we mentioned half year ago, the Company
recorded a loss for the first half of 2011 (“1H-2011") due to the
deteriorating performance during May and June 2011. It was expected
that the Company could turn around in the second half of 2011 (“2H-
2011") to achieve an overall operating profit for the reporting year.
However, difficulties that we have encountered in our transition were
underestimated. Still, we were not able to post profit in the third quarter

of the reporting year and therefore, we recorded a loss for the year 2011.

HE-_T—Ft+_A=t—BIFE 27
MESEERAR(ARAR]) REMNBE AR
(IR E |) 815 AR 3R FE (5 &518 /% 25,500,000 %
T(ZE—TF : RFEEEHEFIA 233,300,000
BIr) c RV RRAIRETEE —HKE
o ARFH - NANEERETNBRERT =
T——FLEFEHE FFAREBT - AR
HFEZT——FTHFAUARERE  EE2F
SRR BEREBANEEHRBTESR  £=F
ENARER WER-_Z——F2FEA£R

BRBEER



RABNKEBERAR —F——FFH

Chairman’s Statement
FEHRE

We analyzed the reasons for the loss. First, as mentioned before, from
May to September 2011, the previous-generation products have exited
from the market and there was no new launch of products and the
sales amount was too low, which led to the significant backslide in our
handsets and solutions segment business and overall losses for several
consecutive months. Secondly, profits from our high-end ODM projects
were not satisfactory and we even recorded losses for one individual
project for the Japanese market. These factors have affected the profits
from our handsets and solutions segment business in the fourth quarter.
We underestimated the quality standard of Japanese market and
realized prior to the mass handset production that if we manufactured
in accordance with such quality requirement, the costs of raw materials

and processing would be very high. However, we were not able to
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Chairman’s Statement
FERE

introduce any cost control measures right before the commencement
of mass production. Meanwhile, additional time shall be required for
quality improvement to be seen in local raw material suppliers in the
PRC. The PRC local raw material suppliers are famous in the world
for cost control in manufacturing low to mid-end products. However,
when they are required to meet the standards of Japanese market, the
yield rate of their production lines are very low and thus manufacturing
costs was significantly increased. Their production costs could even be
higher than the original suppliers of the Japanese brand. Thirdly, as all
of us were exhausted in catching up the product manufacturing and
delivery processes during 2H-2011, we did not pay close attention to
new products planning and marketing efforts, resulting in sales decrease
starting from December 2011. You may have noticed that the turnover of

the Company remained low in the first two months of 2012.

Despite that we have recorded loss in 2011, we recognize the dedication
and contribution from all of our staff as well as our achievement made
in the transition to high-end ODM business. We have passed two
quality examinations with high standard. Firstly, our products, through
a Japanese brand, entered into a Japanese operator, which is the most
demanding and stringent operator in the world. The entrance of our
products into the Japanese market implies that our products have passed
the most stringent examination. Secondly, delivery of our Android phones
reached million units per model per month in November 2011, which
proved that we have ability of mass delivery in our production line. Of
course we will not be satisfied in our ability to manufacture high-end
ODM production alone. The goal of the Company in this year is to secure

reasonable profits.

Despite the losses recorded in our handsets and solutions segment, in
2011, the wireless communication module segment was able to maintain
healthy business performance and the unit shipment volume can keep
the growth. The monthly shipping volume in December 2011 was over a
million units which we broke our record again. In respect of the vertical
integration in our handsets production line, our capacity touch panels
plants already possessed mass production capacity and the production
yield rates are among the top in the industry. The construction of
injection molding, case painting and vacuum plating production line in
our Shenyang factory has been completed and we could handle orders

for high-end handset cases. Although it is our strategy to outsource
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around 50% of our key components manufacturing processes to external
subcontractors, instead of a 100% in-house production, the success of
such key components production lines has greatly enhanced our control

over the handsets production line.

Looking forward to 2012, economy environment of the PRC and the world
will remain difficult. Handsets design segment, at which the Company
positioned, is generally suffering from losses. Though our transition to
high-end ODM market is still underway, the Company firmly believes
that the strategic decision of such move is absolutely a wise decision.
High-end ODM market is also the only way out that we can see and can
sustain at present. The management believes the setback of business
performance during the transitional period is inevitable and tentative,
and is determined to continue the high-end ODM strategy. Although the
handset industry is under keen competition, it is still one of the most
promising sectors with the most business opportunities among all IT
industries. We have taken the lead in the transition process and have a
leading position in the industry. We are widely recognized in the industry
for our transition and ability to improve. The Company is in negotiation
with certain high-end customers and certain high-end projects, and some
of them have already commenced. We are confident that we will enter into
another stage of rapid development after completion of our transition this

year.

On behalf of the board of directors of the Company (“Board”), | would like
to express my cordial appreciation to all members of the management
and the employees for their efforts and dedication throughout the year.
Finally, | would like to thank the financial institutions, shareholders and

investors for their continuous support and confidence in us.

Yeung Man Ying
Chairman
Hong Kong

22 March 2012
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Words from the President
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2011 was a challenging year for many enterprises around the world,
including major players in the handset industry. Intensified competition,
price war and panic selling among industry players have led to the
deterioration in profit within the traditional handset open market. In such
market condition, the Group’s revenue and gross profit of the handsets
and solutions segment decreased significantly as compared to 2010.
Furthermore, gross profit of the Group’s several high-end ODM projects
for the Japanese customers were much lower than the management’s
previous anticipation. The drop was due to the low shipping volume
as compared to the initial shipment plan and the underestimation of
the developing and manufacturing cost of a project for the Japanese
market. Meanwhile, as the management was catching up the product
manufacturing and delivery processes during the second half of the
reporting year, and did not pay close attention to new products planning
and marketing efforts, resulting in sales decrease starting from December
2011. As for the wireless module segment, a drop in sales was recorded
which was mainly due to the Group’s determination to focus on high
end products in order to increase its overall wireless module segment
gross profit margin, and hence reduce the unprofitable low value-added

module business such as TD-SCDMA on its own initiative.

Notwithstanding the increase in sales of smart phones and SIM900
wireless modules that were well received from the market, the Group
inevitably experienced its first unprofitable financial results since its listing
on the Stock Exchange in 2005.

For the year ended 31 December 2011, the Group recorded revenue
of HK$3,334.1 million (2010: HK$4,034 million). Gross profit margin
decreased to 8.1% (2010: 12.2%). Loss attributable to shareholders was
HK$25.5 million (2010: profit attributable to shareholders of HK$233.3
million). Basic loss per share was HK1.6 cents (2010: basic earnings per
share of HK15 cents).

FINAL DIVIDEND

The Board does not recommend the payment of final dividend to

shareholders for the year ended 31 December 2011.
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Words from the President
BEA R

BUSINESS REVIEW

Handsets and solutions

During the reporting year, revenue from the handsets and solutions
segment decreased by 17.7% to HK$2,608.1 million and gross profit
margin dropped to 5.5% mainly because of the keen competition, price
war and panic selling among industry players within the traditional
handset open market. Despite the growth in the Group’s ODM sales in
the second half year of 2011, the high-end ODM business contributions
still could not offset the decrease in the solutions business (handset
mother board), leading to the overall decline in sales and gross profit of
the handsets and solutions segment during the year.

Apart from low shipping volume as compared to previous plan of some key
high-end ODM projects for the Japanese customers, overall profitability
of these projects were lower than previous management expectation.
In addition, the understandings and communication with the Japanese
customer were insufficient and the developing and manufacturing costs of
the project for the Japanese market had been underestimated. Coupled
with its component and part suppliers’ low production yield rate, the
manufacturing costs had been substantially increased. As a result, the
ODM project for the Japanese market was unprofitable. It was a valuable
learning experience which the management had gained during the
Group’s transition to high value-added business and would enable its
management to improve communication and workflow processes, thus
raising production efficiency, minimising operational costs and improving
the Group’s future overall profitability.

During the year under review, sales contributions from the ODM business
had grown to 64% (2010: 56%) of sales of handsets and solutions
segment. Progress had also been achieved on the smart phones
development front. Further to the successful delivery of several models
of Android phones in the fourth quarter of 2011, sales from the Group’s
smart phones surged by 11-fold to about HK$1.31 billion in 2011 (2010:
HK$0.12 billion), accounting for 50% (2010: 4%) of total handsets and
solutions sales. This not only underscored the Group’s ability to meet the
high quality standards demanded by the Japanese operator but also to
quickly ramp up production, which in this instance involved million units
of Android phones per model per month. To further optimise internal
production capacity and thereby better fulfill customers’ demands, the
Group collaborated with external electronics manufacturing services (EMS)
providers — generating synergies and achieving mutual business growth.
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Words from the President
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Wireless communication modules

The Group continued to highlight the virtues of its SIMCom® wireless
module brand to the Machine-to-Machine (M2M) industry, emphasizing
quality, reliability, good service, and exceptional value. Following the
gradual retirement of the SIM300 family in 2010, the SIM900 family has
been promoted as a small, fast and best-value wireless module designed
by the Group’s seasoned engineering team. Reflecting its popularity, the
SIM900 wireless module recorded sales of about HK$333 million (2010:
about 52.5 million), representing a significant rise of 5.4-fold. In December
2011, the wireless communication module segment reached its new
height in terms of monthly shipping volume at over a million units. With the
SIM900 (2G) wireless module having obtained AT&T certification in July
2010, and the SIM5320 (3G) subsequently receiving AT&T certification in
2011, the door has been opened for both products to penetrate the high
threshold North American market to realise future growth.

During the year under review, the Group’s wireless communication
modules business recorded HK$593.6 million (2010: HK$721.7 million)
and HK$114.5 million (2010: HK$134.7 million) in sales and gross
profit respectively, representing a year-on-year decline of 17.8% and
15%. Nevertheless, the gross profit margin still increased. The drop in
revenue was due to the Group’s determination to reduce the unprofitable
low value-added module business, such as TD-SCDMA. The gross profit
margin should have been improved as a result. However, due to the
Group’s investment in its research and development (not capitalized
as intangible assets) to develop new generation wireless modules and
related application solutions for the “Internet of things”, the growth of the
gross profit margin has been restrained. Overall gross profit margin only
slightly increased by 0.6% to 19.3% (2010: 18.7%). On the other hand,
in 2011, the wireless communication modules business has strengthened
its investment in production base in Shenyang. Although the expenses
for the investment in production base has been capitalized, the wireless
communication modules business segment has to absorb a portion
of the non-capitalized expenditures during the year under review and
subsequently reduced its segment profit to HK$10.5 million. (2010: HK$
69.7 million).

Display modules

In anticipation of the strong growth trend of smart phones in the handset
market and would become one of the key drivers of the Group’s ODM
business, hence the high-end display modules which include both high-
end LCD modules and capacity touch panel (“CTP”) modules, remained
a key component to support the production and delivery of smart phone
in the coming years. As the display modules take up over 20% of the total
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Words from the President
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smart phone production cost, the Group is committed to expand its single
LCD modules to CTP modules as to raise the future business performance
of the display module business. During the year under review, the Group
completed its investment in the first phase of R&D and established two
product lines for the production of CTPs, one in Shanghai and one in
Shenyang respectively.

With the firm commitment of the Group in expansion of its ODM business,
the management anticipated the display modules segment to grow. It
should be noted that if display modules is included as part of the Group’s
full handset sales, revenue from display modules would have been
accounted for as part of full handset sales and excluded from the display
module segment to avoid double counting and consequently. During the
year under review, display module segment revenue and gross profit stood
at HK$132.4 million (2010: HK$142.1 million) and HK$11.4 million (2010:
HK$12.7 million) representing a year-on-year decline of 6.8% and 10.4%
respectively. As mentioned before, the financial results of the display
module segment could not represent the actual performance of the Group
in this aspect as some of the sale of display module was counted in the
Group’s ODM sales. The sales amount shown in display module segment
only represented the standalone sale of display modules.

Shenyang operating center

Construction of Shenyang Operating Center’s first and second phases was
completed in 2010 and 2011 respectively. The first phase of Shenyang
factory focuses on manufacturing wireless modules and reached a
production capacity utilization rate of around 70% during the year. The
second phase has gradually started operation in the fourth quarter of
2011, with production focus on handsets and CTPs.

Apart from handset assembly lines, the second phase also includes a
top-of-the-line handset case injection, vacuum plating, and case painting
factory, a R&D center, and an employee dormitory. The new Shenyang
R&D building enables the Group to capitalize on the large number of
qualified engineers found in nearby universities, leading to the creation of
an important talent pool that is critical for realizing growth in the coming
years. What is more, the newly established operating center will bring
together essential skills needed for wireless communication module
business and high-end ODM handset, enabling the Group to further
distance itself from the competition.

Intellectual property and licensing

As a technology company, the Group had been actively building its
intellectual property portfolio. As of the end of 2011, the Group had 376
patents granted and 793 patents in application covering various areas
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in communication technology, mechanical design, and manufacturing
know-how. Internally, the engineers were strongly encouraged to think out
of the box and the Group had structured programs to reward innovation.
These patents are testimony of the Group’s engineering innovation and
essential to its business growth. The Group intends to continue to develop
and defend its patent portfolio to the fullest extend as justified.

As the Group’s products are designed to meet certain communication
industry standards, licenses would be required for using certain technology
from the respective technology owners which the Group would pay royalties.

Shenyang real estate project

Per our previous announcement, the Group through its subsidiary, 251
E ¥ (&) AR AT (unofficial English translation as Shenyang SIM
Real Estate Limited) (“SIM Real Estate”), acquired a parcel of land in
Shenyang City (“Land”). The Land is situated at Daoyi Development
Zone, No. 25, north to Shenbei Development Avenue, Shenbei New
District, Shenyang City, Liaoning Province, the PRC, with a site area of
approximately 85,000 square meters. The Land has been designed to
build commercial and residential apartment complexes with an aggregate
area of approximately 169,000 square meters and the units therein
will be sold to the open market. In November 2010, the Group entered
into a sale and purchase agreement whereby it has agreed to sell 40%
equity interest in SIM Real Estate to t R EEEMERZEERE
{72 7] (unofficial English translation as Beijing Telecom Real Estate
Development Corporation (“Beijing Telecom”). The transaction has been
completed in December 2011. Beijing Telecom has extensive experience
in property development in the PRC which could provide the necessary
expertise to complete the project on the Land. As such, we are confident
that the project will not take away our management’s attention in driving
our core business growth. The first phase of the residential properties
development project, comprising residential units, with a site area of
approximately 43,000 square meters and gross floor area of 64,000
square meters, has commenced sale and are expected to be delivered in
the third quarter of 2012.

PROSPECTS

Although the handset industry is under keen competitions, it is still
one of the most promising sectors among all IT industries as business
opportunities keep arising there. The management believes the setback
of business performance during the transitional period is inevitable and
tentative, and expects to resume revenue growth in the coming year,
driven by both local and international tier-one ODM customers in the
“high value-added” ODM business and the most advanced technologies
with growing popularity in the market.
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The Group is firmly committed to the strategy of becoming a “high
value-added” ODM player that provides services to tier-one customers.
Currently, partnership arrangements with several new tier-one customers
are under discussion and one new project for one of these new customers
has already kicked off in the first quarter of 2012. By restructuring the
organizational structure to fulfill the ODM business model requirements
and enhancing cost controls, the Group would be able to adapt to
new engagement rules practiced by tier-one customers. The Group is
confident that it will be able to further strengthen its competitiveness in
the ODM handset market and ultimately turn around the business.

Regarding the wireless communication module segment, the PRC
Government has elevated the “Internet of things” industry to one of the
key strategic industries under the 12th Five-Year Plan. The government
is expected to sponsor programs that will further drive demand for M2M
wireless modules and modules of other wireless standards such as blue
tooth, WiFi, short range RF, etc. The Group has determined to exit the
low-end wireless module projects in order to optimize the product mix,
and a new short range WiFi wireless module is scheduled to launch in
2012, which is expected to drive further revenue growth and business
expansion.

In view of the strong growth of advanced, innovative technologies in the
coming years, the Group will continue to direct investments toward R&D
and bolster production capacity for high-end smart phones, tablets,
4G/LTE handsets and CTPs, which will also help broaden its revenue

streams.

Shanghai Simcom Limited (“Simcom”), the Group’s wholly-owned
subsidiary, has gained the“National Science and Technology Major
Project No. 3”sponsorship funded by The Ministry of Industry and
Information Technology (“MIIT”) for its commercial TD-LTE (4G)
project. Simcom is the only handset design house within the advanced
technologies development sector selected by MIIT. The sponsorship
is both a testimonial and an endorsement by MIIT of the Group’s R&D
efforts in TD-LTE technology. In addition, it also coincides with the
Group’s another 4G (FDD-LTE) project which enables the Group to fully
apply its R&D capabilities and share the resources for these projects to
develop high-end 4G smart phone to meet the growing demands in China
and the oversea markets.
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FINANCIAL REVIEW

For the year ended 31 December 2011, the Group’s revenue decreased
by 17.4% to HK$3,334.1 million (2010: HK$4,034 million) as compared
with that of 2010. This was mainly attributable to the decreases in the
revenue of solutions business (handset mother board) as well as wireless

communication modules.
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SMART Phone SMART Application for
3G+ Phones
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The gross profit of the Group significantly decreased by 45.4% year-on-
year to HK$268.9 million (2010: HK$492.2 million) for the year 2011 and
the gross profit margin of the Group decreased to 8.1% (2010: 12.2%).
The gross profit dropped due to the fierce price competition in traditional
handset open market and the manufacturing costs were much higher
than expected for some key high-end ODM projects.

For the year ended 31 December 2011, loss attributable to shareholders
was HK$25.5 million (2010: profit attributable to shareholders of
HK$233.3 million). The basic loss per share for the year 2011 was HK1.6

cents (2010: basic earnings per share of HK15 cents).
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Research and development expenses

In 2011, the Group continued to expand its investment in the most
advanced technology including 4G/LTE, CTPs and development of high-
end smart phones and tablets. The number of design and development
team members was 1,084 (2010: 1,134) in 2011. The R&D expenses,
which amounted to HK$183.6 million (2010: HK$146.5 million),
represented about 5.5% (2010: 3.6%) of the Group’s revenue.

Selling and distribution costs

The selling and distribution costs of the Group for year 2011 increased
by 31.3% to HK$124.5 million (2010: HK$94.8 million) in proportion
to the increase in ODM smart phone sales. The ratio of the selling and
distribution costs over revenue in 2011 was 3.7% (2010: 2.4%).

MERBERER
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Administrative expenses

The Group’s administrative expenses for 2011 decreased by 8.6% to
HK$98.8 million (2010: HK$108.1 million), representing 3% (2010:
2.7%) of the revenue due to effective cost control in administrative

expenses in 2011.

Segment results

Year ended 31 December 2011

THAX

AR =T — — FHITRAX B A AR AR
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98,800,000/ 7 (—ZF —24 : 108,100,000
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Year ended 31 December 2010
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Gross Gross

Gross profit Gross profit

Revenue profit margin Revenue profit margin

A E EF=E LN E7F Efi=

HK$'M HK$'M % HK$'M HK$'M %

BEAT BEAT % BEBT BHEBT %

Handsets and solutions FRRBERFR 2,608.1 143.0 5.5% 3,170.2 344.8 10.9%
Wireless communication  E&RimAE L

modules 593.6 114.5 19.3% 721.7 134.7 18.7%

Display modules N b 132.4 114 8.6% 142.1 12.7 9.0%

Total ke 3,334.1 268.9 8.1% 4,034.0 4922 12.2%

Handsets and solutions FHRRBAAR

In 2011, the revenue for handsets and solutions decreased year-on-year
by 17.7% to HK$2,608.1 million (2010: HK$3,170.2 million). This was
attributable to the fact that the growth in the Group’s ODM sales in the
second half year could not offset the decrease in the solutions business.
The fierce price competition within the traditional handset open market
in 2011, together with the gross profit of the Group’s several key high-
end ODM projects for the Japanese customers were much lower than
the management’s anticipation, as a result, the gross profit margin for
this segment decreased to 5.5% (2010: 10.9%) in 2011. The Group
has launched 160 (2010: 216) handset models and 58 (2010: 86)
handsetplatforms in 2011.
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Wireless communication modules

In 2011, the revenue for wireless communication modules decreased
by 17.8% as compared to that of year 2010. The decline was driven by
the Group’s determination to reduce the unprofitable low value-added
module business, such as TD-SCDMA. The gross profit margin for this
segment increased slightly to 19.3% (2010: 18.7%) for year 2011.

Display modules

The display modules had been included as part of the Group’s full
handset sales, revenue from display modules would also have been
accounted for as part of full handset sales and consequently, actual
growth of display modules was embed in the Group’s ODM business.
The external display modules sales for year 2011 decreased slightly by
6.8% as compared with those of 2010 and the gross profit margin was
maintained at 8.6% (2010: 9.0%).

LIQUIDITY, FINANCIAL RESOURCES AND

CAPITAL STRUCTURE
At 31 December 2011, the Group had bank balances (including pledged

bank deposits) of HK$672.7 million (2010: HK$1,151.4 million), among
which 66.5% was held in Renminbi, 33.3% was held in United States

BABEMAER
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dollars (“US dollars”) and the remaining balance was held in Hong Kong
dollars. The Group intends to finance its working capital and capital

expenditure plans from such bank balances.

The Company listed 137,500,000 units of Taiwan depository receipts
(“TDR"), each unit of TDR represents two shares of the Company, on the
Taiwan Stock Exchange Corporation on 25 April 2011. The 137,500,000
units of TDR represent 275,000,000 shares of the Company, of which
the Company issued 137,500,000 new shares at approximately HK$1.60
per share and Info Dynasty Group Limited, a substantial shareholder of
the Company transferred 137,500,000 shares as underlying securities of
the TDR. The Company raised net proceeds after deducting the relevant
expenses of approximately HK$214 million. In 2011, the Group utilised
the said proceeds for the construction of Shenyang factory and purchase

of machinery equipment.
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At 31 December 2011, the Group had bank borrowings of HK$511.5
million (2010: HK$640.3 million). The turnover period of the Group’s
inventory increased to 63 days (2010: 44 days) in 2011. This increase

was because there was about 37% (2010: 14%) of the inventory as at
31 December 2011 were finished products which most of those were
prepared for shipment in January 2012. The trade receivables together
with notes and bills receivables increased to 53 days (2010: 20 days) in
2011 because the notes receivables, with 90 dued days, increased to
HK$631.5 million (2010: HK$124.3 million) as at 31 December 2011.
The trade and notes payables were 88 days in 2011 (2010: 52 days). The
turnover periods are consistent with the respective policies of the Group
on credit terms granted to customers and credit terms obtained from

suppliers.
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Other than entering non-deliverable foreign exchange forward contracts
to eliminate the foreign exchange exposures in USD denominated bank
borrowings, the management of the Group considered that it was not
necessary to use any other financial instrument for hedging purpose or
adopt any particular hedging policy in 2011. As at 31 December 2011,
the Company had 1,704,999,000 ordinary shares of HK$0.10 each in

issue.

CASH FLOW STATEMENT HIGHLIGHTS

BRI TR EEHINEA WEH AR TTAE
BRITIEEMIMNERRIN  RZF——5F
FEEERERRBEEAEFASHITALE
AR TS EENEE - BEC
E——F+-_A=1+—H xRRCD#HTH
1,704,999,000i% G AR FEI1E0. 1078 TT 2 & 38K
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2011 2010

—E——F —TTF

HK$’ million HK$’ million

BEET BEET

Net cash (used in) from operating activities (AR RELE TBH2EHESFHE (41.6) 263.3

Capital expenditure =N (333.3) (144.6)

Development costs F KA (180.7) (159.8)

Net (decrease) increase in bank borrowings RITEE () 1 h0F 58 (147.4) 366.4

Issue of shares BITIRGD 230.0 37.3

Repurchase of shares EA RN (18.6) =

Dividend paid ERIRE (68.8) (73.6)

Others EAh 81.8 1.0
Net (decrease) increase in cash and HeRRELEHEER

cash equivalents WA INFEE (478.6) 290.0
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The Group’s net decrease in cash and cash equivalents for the year 2011
was primarily attributable to the cash outflows from operating activities,
the capital expenditures, the payment of year 2010 final and year 2011
interim dividends, and have been offset by the net proceeds received

from issue of shares of the Company.

GEARING RATIO

As at 31 December 2011, the total assets value of the Group was
HK$3,841.5 million (2010: HK$3,151.3 million) and the bank borrowings
amounted to HK$511.5 million (2010: HK$640.3 million). The gearing
ratio of the Group, calculated as total bank borrowings over total assets,
was 13.3% (2010: 20.3%).

EMPLOYEES
As at 31 December 2011, the Group had approximately 4,979 (2010:

3,455) employees. The Group operates a Mandatory Provident Fund
retirement benefits scheme for all its employees in Hong Kong, and
provides its PRC employees with welfare schemes as required by the
applicable laws and regulations of the PRC. The Group also offers
discretionary bonuses to its employees by reference to individual

performance and the performance of the Group. Total staff costs incurred
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by the Group amounted to HK$460.4 million (2010: HK$308.8 million)
during the year 2011.

FOREIGN EXCHANGE EXPOSURE

Most of the sales of the Group are denominated in Renminbi and most
of the purchases of inventories are denominated in US dollars. With the
introduction of a more elastic exchange rate regime for Renminbi, the
Renminbi exchange rate movements might become more volatile, creating
an uncertainty effect on the Group’s business. Furthermore, certain trade
receivables, trade payables and bank balances are denominated in US
dollars, therefore exposing the Group to US dollars currency risk. The Group
entered non-deliverable foreign exchange forward contracts to eliminate the
foreign exchange exposures in USD denominated bank borrowings. Other
than that, the Group does not have any foreign currency hedging policy but
will continue to monitor any further changes in Renminbi’s exchange rate
and would proactively take measures to minimise any adverse impact that

fluctuations of exchange rates might have on the Group.

CONTINGENT LIABILITIES

As at 31 December 2011, the Group did not have any material contingent

liabilities.

SIGNIFICANT INVESTMENT HELD,
MATERIAL ACQUISITION AND DISPOSAL OF
SUBSIDIARIES AND ASSOCIATED COMPANIES

During the year ended 31 December 2011, the disposal of 40% interests
EAEZ &) AR A (unofficial English

translation as Shenyang SIM Real Estate Limited) was completed. Details

in the Group’s subsidiary *

of such disposal are set out in the Company’s announcement dated 4

November 2010 and 13 July 2011.
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LONG TERM DEVELOPMENT CONCEPT

We will continue to strive to create long-term values for our customers,

shareholders and employees.

TARGETED AT MARKET LEADERS

Our target: to make the Company the leader in global wireless
communication end product solutions and services. All employees of the

Group are fully confident in, and are striving for achieving the target.

CUSTOMER ORIENTED WITH CONTINUED
INNOVATION

We are customer oriented. We attend to, in a timely manner, and
continueto satisfy customer needs, through continuous innovation in

technologyand management.

BUSINESS FIDELITY AND SUSTAINABLE
OPERATION

Fidelity is the Company’s operating principle and standard, thereby we
have won confidence from investors, customers, suppliers, as well as

employees.

MAKING THE WORLD BETTER BECAUSE OF US

With “Making the world better because of us” as our corporate vision, the
Group aims to provide the world with a light of betterment through our

continuous efforts.
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Care for our Future
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Support from the community is vital to corporate development, thus giving TEEERBI AT ENIE - IARHRLE R
back is undeniably our corporate responsibility. We are aware of our ﬂ:%%Kﬂ%E’UEE{E cBRIMARMBECHRENE
limited ability, but as long as we do our best in every detail and take up CBRERMENEM BLOER - ®E
our responsibility, the world will be better because of us. ﬁihtﬂ CREBENEEHE EECHN—HE
£ AEEEEREZFRRME DXL -

Sunrise People should not only be satisfied with material wealth but REARTYELNIME  BEZEEZEW

should also enrich ourselves spiritually. | wish that more Sunrise people IWEE  BAEREEZHNREARREEX
can share our charitable culture and carry it out so as to create a better bt WHFEER - AREFEEFINELT - M
and more harmonious future together. FERYBAK o

SUNRISE PEOPLE CHARITY FUND BEAZEZEHS

An organization establishes and funds by the employees of the Group for HALEEESEZEYWENNESHE -

charity purpose.

FOCUSED ON ENVIRONMENTAL PROTECTION AERBERE
The Group initiated campaigns such as the “Green in Action” and started EEBR[EEETH|EEE - HIHHGE -

from every detail to contribute to environmental protection. REBERREERBCSHNE ©
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Directors and Senior Management Profile

SEEZNSREEAER

DIRECTORS

Ms Yeung Man Ying (“Mrs Wong”), aged 67, is the chairman
and an executive director of the Company (“Director”) and a
director of Sunrise Electronic Industry Limited (“SEIL”). Mrs
Wong is responsible for developing direction and strategies of
the Group. Mrs Wong together with her spouse, Mr Wong Cho
Tung (“Mr Wong”), an executive Director, was the founder
of the Company. Over the years, Mrs Wong and Mr Wong
had established a number of companies which engaged in
the electronics and telecommunications business including
Shanghai Sunrise Simcom Ltd. (“Shanghai Sunrise Simcom”),
one of the Group’s main operating subsidiary which was
established in November 1993. Mrs Wong has over 20 years of
operational and management experience in the electronics and
telecommunications industry. Mrs Wong lectured at the Electrical
Department of the South China University of Technology in 1977.
Mrs Wong has been a guest professor at Tongji University since
2003. Mrs Wong graduated in 1968 from the Beijing University
of Aeronautics and Astronautics, specialising in electrical
engineering. Besides being the spouse of Mr Wong, Mrs Wong
is the mother of Mr Wong Hei, Simon, the president and an
executive Director of the Company and Mr Wong Sun, a previous
non-executive Director (resigned on 31 March 2009).

Mr Wong Hei, Simon, aged 39, is the president and an executive
Director of the Company, is responsible for developing direction,
strategies and new business development planning of the Group.
He is a son of Mr Wong and Mrs Wong, each an executive
Director and the younger brother of Mr Wong Sun, a previous
non-executive Director (resigned on 31 March 2009). Mr Wong
Hei, Simon has over 10 years of experience in the electronics
and telecommunications industry and extensive experience in
investment and business management. Mr Wong Hei, Simon
worked at the headquarters of National Semiconductor in the
Silicon Valley in 1995. He joined the Group in February 2000. He
obtained a bachelor’s degree in science from Boston University
in 1995, specializing in electrical engineering.
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Mr Wong Cho Tung (“Mr Wong”), aged 67, is an executive
Director. Mr Wong is responsible for the Group’s developing
direction, strategies, corporate planning and macro corporate
management. Mr Wong is the chairperson of Shanghai SIM
Technology Limited, a director of Shanghai Sunrise Simcom
and SIM Technology HK Limited. Mr Wong is also the director
of Info Dynasty Group Limited, a controlling shareholder of the
Company. Mr Wong together with his spouse, Mrs Wong, an
executive Director, was the founder of the Company. Mr Wong
graduated in 1968 from the Beijing University of Aeronautics
and Astronautics, specializing in electrical engineering. Mr Wong
has decades of experience in the electrical, electronics and
telecommunications industry.

Mr Zhang Jianping (“Mr Zhang”), aged 46, is an executive
Director and the chief executive officer of the Group. He is
responsible for the overall management of the Group’s product
and business planning, including management of product
definition, sales, procurement, production and delivery. He
is also a director of Shanghai Sunrise Simcom, Shanghai
Simcom Limited (“Shanghai Simcom”) and Shanghai SIM
Technology Limited. Mr Zhang joined Shanghai Sunrise
Simcom in 1996 and was responsible for the establishment
of Shanghai Simcom in 2002. Mr Zhang has over 26 years
of technology and management experience in the electronics
and telecommunication industry. Prior to joining the Group, Mr
Zhang was engaged in research with No. 14 Research Institute
of the Ministry of Electronics Industry in China. Mr Zhang has
also been awarded a third class award for national technological
improvements by the State in 1990 and the first and second
class awards for technological improvements by the Ministry
of Electronics in 1989 and 1992 respectively. In 2004, he was
named as_E/BTEFEERIT AL (“Shanghai Outstanding
Technology Calibre”) by the Shanghai Municipal Government.
Mr Zhang obtained a bachelor’'s degree in engineering from
Shanghai Jiao Tong University in 1986 and a master’s degree
in business administration from China Europe International
Business School in 2002.
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Ms Tang Rongrong (“Ms Tang”), aged 58, is an executive
Director, vice president of the business operation headquarter
(located in Shanghai, China) of the Group and a director of
Shanghai Sunrise Simcom and Shanghai SIM Technology
Limited. Ms Tang has nearly 20 years of experience in human
resources management, administration and corporate operation.
Prior to joining the Group in 1995, Ms Tang was a physician of
STREEMNTSE — ARERR (Jiangxi Ganzhou First People’s
Hospital) and the head of technology and deputy chief physician
of MEmMatE|4 B 5EFT (Nanchang Birth Planning Institute).
Since then, Ms Tang has served as the manager and deputy
general manager of the personnel and administration department
of Shanghai Sunrise Simcom. Ms Tang graduated from 25 & £2
HRIEHR (Gannan Medical College) in 1978.

Mr Chan Tat Wing, Richard (“Mr Chan”), aged 55, is an
executive Director and the chief finance officer of the Group.
Mr Chan was qualified as a certified general accountant (CGA)
in Canada in 1988. He is a member of the Certified General
Accountants Association of Canada. Mr Chan has more than
15 years of financial management experience and has worked
as, amongst other positions, the chief finance officer of E-Mice
Solutions (HK) Limited and Chinatron Group Holdings Limited,
the financial controller of SmarTone Telecommunications
Holdings Limited and the finance director of EMI (Hong Kong)
Ltd and had also held a financial management position in
Merrell Dow Pharmaceuticals (Canada) Inc. Mr Chan obtained
a bachelor’s degree in arts from York University, Canada in
1979 and a bachelor’s degree in administrative studies with
honours from the same university in 1982. Mr Chan joined SIM
Technology (HK) Limited in July 2004.

Mr Liu Hing Hung (“Mr Liu”), aged 49, is an independent non
executive Director, the chairman of the Audit Committee of the
Company and the chairman of the Remuneration Committee
(appointed on 10 April 2012). Mr Liu is a fellow member
of the Hong Kong Institute of Certified Public Accountants,
the Association of Chartered Certified Accountants and the
Taxation Institute of Hong Kong and also a member of the
Society of Chinese Accountants and Auditors. Mr Liu now runs
a professional accountancy firm in Hong Kong and has over
ten years of experience in accounting, taxation, auditing and
corporate finance. Mr Liu is currently an independent non-
executive director of Emperor International Holdings Limited,
a company listed on the Main Board of The Stock Exchange
of Hong Kong Limited (the “Stock Exchange”). Mr Liu was
appointed as an independent non-executive Director in
September 2008.
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Mr Xie Linzhen (“Mr Xie”), aged 71, is an independent non-
executive Director. He graduated in 1963 from the Peking
University of Physics and is a Professor of Electronics Department
of Peking University. Mr Xie has acted as the deputy director
of the Telecommunication System and Equipment Department
in the Ministry of Electronics Industry, the PRC, the deputy
director of the IT Product Department in the Ministry of
Information Industry, PRC (“MII”) and the standing member of
Communication Science and Technology Committee of Ministry
of Industry and Information Technology, PRC (“ MIIT"). Mr Xie
is currently the vice president of China Mobile Communication
Association, the chairman of China Domestic Handset Summit
and the member of Electronic Science and Technology
Committee of MIIT and the executive director and chief scientist

of CECT-Chinacomm Communications Co, Ltd. Mr Xie is also
an independent director and audit committee member of
UTStarcom, Inc., the securities of which are listed on NASDAQ of
the United States of America. Mr Xie was an independent director
of Funtalk China Holdings Limited, the securities of which are
listed on NASDAQ of the United States of America (privatized in
August 2011). Mr Xie was appointed as an independent non-
executive Director in January 2009.

Mr Dong Yunting (“Mr Dong”), aged 66, is an independent
non-executive Director. He graduated from the Department of
Mathematics of Hangzhou University (4MA£2) (now part of
Zhejiang University) in 1967 and received a master of science in
computer science at Sun Yat-sen University in 1982. Since 1981,
Mr Dong had been teaching in Hangzhou Dianzi University (#71
MNEFRHEAE) and served as the Head of System Engineering
Teaching and Research Section (R4 T2 = F 1) in 1986,
Head of the Department of Management Engineering (£2 T
FEE T E) in 1988, Dean of School of Business Administration
(TEEESMREK) and vice-president of Hangzhou Dianzi
University (#7118 FHRHAER) in 1992. From 1989 to 1990,
Mr Dong had been engaged in research work at the University
of Toronto. Mr Dong was appointed a professor by the Ministry

of Mechanical and Electronic Industry (##E ¥ T 2%8) of
the People’s Republic of China in 1993. In February 1997,
Mr Dong was appointed as the president of China Electronic
Industry Development and Planning Institute (& B1E F T 23
B EIFZERFTR). In October 1997, he was appointed the
head (leading role) of the Policy and Law Research Office of the
Ministry of Electronic Industry (B F LEIBEFERHAREE

fE(IERIAR)) of the People’s Republic of China in 1997. From
1998 to 2000, he served as the president of China Electronic
Planning Institute (&-F#&IFTfT&). Mr Dong was appraised
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as a doctoral post graduate students tutor (1E-HZT A4 15E %
Bf) by University of Electronic Science and Technology of China
(BFRHKE) in 2004. Mr Dong is currently the chairman of
China Electronics Enterprises Association (FEIEFEHE)
and also a managing vice chairman (F#52I3 %K) and legal
representative of China Association of Electronics Equipment
For Technology Development (FEIE FRERMFHEHE).
Mr Dong had been an independent director of Nantong Fujitsu
Microelectronics Co., Ltd. (BRETRMETRMHERAR]),
a company listed on the Shenzhen Stock Exchange with stock
code of 002156, between December 2003 to December 2009.
He is currently an independent director of Nantian Electronics
Information Corp, Ltd. (ZEEAE T EEEERMDERAR),
a company listed on the Shenzhen Stock Exchange with stock
code of 000948, an independent director of SuperMap Software
Co., Ltd. (At REBEE(FADBRAR]), a company listed on
the Shenzhen Stock Exchange with stock code of 300036, and
an independent director of Tianshui Huatian Technology Co.,
Ltd. (FRKZEREHZD AR AA), a company listed on the
Shenzhen Stock Exchange with stock code of 002185. Save as
disclosed above, Mr Dong had not held any other directorship
in other listed companies in the past three years. Mr Dong was
appointed as an independent non-executive Director in June
2011.

SENIOR MANAGEMENT

Ms Wong Tik (“Ms Wong”) CPA, aged 40, is the company
secretary and finance manager of SIM Technology (HK). Ms
Wong joined SIM Technology (HK) on 1 April 2005 and is
responsible for the financial reporting of the Group. Ms Wong
was appointed as the Company Secretary of the Company on 29
February 2008. Ms Wong is an associate member of the Hong
Kong Institute of Certified Public Accountants and has over 10
years of experience in the field of accounting. Ms Wong obtained
the Honours Diploma in Accounting from Hong Kong Shue Yan
College in 1995.
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The Directors have pleasure in presenting the Group’s annual report
and the audited consolidated financial statements for the year ended 31
December 2011.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. The activities of
its subsidiaries are set out in note 37 to the consolidated financial

statements.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31 December 2011 are set

out in the consolidated income statement on page 57.

An interim dividend of HK1 cent per share amounting to HK$17,048,000
was declared and paid to the shareholders during the year. The Board
does not recommend the payment of final dividend to shareholders for the
year ended 31 December 2011.

FINANCIAL SUMMARY

A summary of the results of the Group for the past five financial years
ended 31 December 2011 and assets and liabilities of the Group as at 31
December 2007, 2008, 2009, 2010 and 2011 are set out on page 151 of

the annual report.

INVESTMENT PROPERTIES, PROPERTY, PLANT
AND EQUIPMENT AND LAND USE RIGHTS

Details of the movements during the year in the investment properties,
property, plant and equipment and land use rights of the Group are
set out in notes 16, 17 and 18 to the consolidated financial statements

respectively.
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SHARE CAPITAL

Details of movements during the year in the share capital of the Company

are set out in note 29 to the consolidated financial statements.

PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES

€S
AEFARRRAZ BEFFHEHNEGE M TEHR
RPFEE29 ©

Bo - HERED EmREE

During the 12 months ended 31 December 2011, the Company B ZT—F+-_A=+—HIt+=@A -
repurchased 22,820,000 shares of the Company on the Stock Exchange. AN B PAESE A2 AT [E] 22,820,000 % - B& (O] 2 A%
The repurchased shares were cancelled in July and August 201 1. Details IR E——F+ARN\AEUH - BIEZFI5
of the repurchase were as follows: AT
Aggregate
price paid
Price per share (inclusive of
Number of shares BRER related expenses)
Month of repurchase repurchased Highest Lowest B HER
BE A5 BEROEE BS B (BfFEEEMX)
'000 HK$ HK$ HK$'000
+ T I FAT
June 2011 16,590 0.86 0.75 13,195
—E——FXA
July 2011 6,230 0.90 0.84 5,422
—E——F+tH
22,820 18,617

Other than the shares repurchased by the Company disclosed above,
during the year, neither the Company nor any of its subsidiaries

purchased, sold or redeemed any of the Company’s listed securities.
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DISTRIBUTABLE RESERVES

The Company’s reserves available for distribution to shareholders as at
31 December 2011 were approximately HK$239,241,000, being the
contributed surplus of approximately HK$193,846,000 and accumulated
profits of approximately HK$45,395,000.

Under the Companies Act 1981 of Bermuda (as amended), the
contributed surplus account of the Company is available for distribution.
However, the Company cannot declare or pay a dividend, or make a

distribution out of contributed surplus if:

(a) itis, or would after the payment be, unable to pay its liabilities as

they become due; or

(b)  the realisable value of its assets would thereby be less than the
aggregate of its liabilities and its issued share capital and share

premium account.

DIRECTORS AND SERVICE CONTRACTS
The Directors of the Company during the year and up to date of this report

are:

Executive Directors:

Ms Yeung Man Ying

Mr Wong Cho Tung

Mr Wong Hei, Simon

Mr Zhang Jianping

Ms Tang Rongrong

Mr Chan Tat Wing, Richard
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Independent non-executive Directors:

Mr Liu Hing Hung

Mr Xie Linzhen

Mr Dong Yunting (Appointed on 1 June 2011)
Mr Zhuang Xingfang (Resigned on 1 June 2011)

In accordance with the provisions of the Company’s bye-laws (“Bye-
laws”), Mr Chan Tat Wing, Richard, Mr Liu Hing Hung and Mr Xie
Linzhen will retire at the forthcoming Annual General Meeting and Mr
Dong Yunting shall only hold office until the forthcoming Annual General
Meeting. Each of the aforesaid Directors, being eligible, has offered

himself for re-election.

None of the Directors has a service contract with the Company or any of
its subsidiaries which is not determinable by the Group within one year

without payment of compensation, other than statutory compensation.

Biographical details of the Directors are set out in the “Directors and

Senior Management Profile” section of this annual report.

DIRECTORS’ AND CHIEF EXECUTIVES’
INTERESTS AND SHORT POSITION IN SHARES

As at 31 December 2011, the interests and short positions of the Directors
and chief executives of the Company in the shares, underlying shares and
debentures of the Company or any of its associated corporation (within
the meaning of Part XV of the Securities and Future Ordinance (CAP 571,
Laws of Hong Kong) (“SFO")), as recorded in the register maintained by
the Company pursuant to Section 352 of the SFO, or as otherwise notified
to the Company and the Stock Exchange pursuant to the Model Code for

Securities Transactions by Directors of Listed Issuers (“Model Code”) as
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set out in Appendix 10 to the Rules Governing the Listing of Securities on

the Stock Exchange (the “Listing Rules”), were as follows:

(a)

Long position in the shares of the Company and the shares of

associated corporations of the Company

Name of director

EEfA

Mr Wong Cho Tung
FHRLE

Ms Yeung Man Ying
BXELL

Mr Wong Hei, Simon
IREE

Mr Zhang Jianping
REITRE

Ms Tang Rongrong
ERRLL

Notes:

Name of
corporation

DAER

Company

A YNS]

Info Dynasty Group
Limtied (“Info Dynasty”)

Company
A7
Company
ADF

Subtotal
B

Info Dynasty

Info Dynasty

Company
VYN

Company

A YNS]

Nature of interest

BEME

Corporate interest (note 1)
DNaElER (1)

Personal interest

{E AR

Corporate interest (note 2)
NEMER (f3E2)
Personal interest
BNz

Personal interest

fEL AR

Personal interest

L AR

Personal interest
EAER

Personal interest
EAER

1. Mr Wong Cho Tung (“Mr Wong”) controls more than one-third of the

voting power of Info Dynasty. Mr Wong is therefore deemed to be
interested in all the 703,675,000 shares held by Info Dynasty in the
Company by virtue of Part XVof the SFO. Both Intellipower Investments

Limited (“Intellipower”) and Simcom Limited (“Simcom (BVI)") are

wholly-owned by Mr Wong and he is therefore deemed to be interested
in all the 48,825,000 shares and 20,000,000 shares held by Intellipower
and Simcom (BVI) respectively in the Company by virtue of Part XV of the

SFO respectively.

(@) BEXRIARGREMEERDZHR

Total number

Approximate
percentage of interest
in the corporation

of ordinary shares L ARRER
LEREY BABEA
(note 3)
(HizE3)
772,500,000 45.31%
1,000 49.95%
703,675,000 41.27%
320,000 0.02%
703,995,000 41.29%
1,000 49.95%
1 0.05%
4,864,000 0.29%
186,000 0.01%

BIsE -

THEREA ([E5£4E ) #Z2H] Info Dynasty
E—UEZERERE BREBHFREE
1RBIEXVED - BT S EWIR BHEA Info
Dynasty FiT# 2 #5282 5 703,675,000 A% A
2 #E2%5 » R Intellipower Investments
Limited ([ Intellipower |) % Simcom Limited
(T'Simcom (BV) ) ¥ ERE2EHES -
RIRFEH RIS GRBIEXVED - R HAR
A Intellipower & Simcom (BVI) Fr# &
AR 719 51148,825,000/% £ 20,000,000
MR R < e as o
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(b)

giE

Notes:

2. Ms Yeung Man Ying (“Mrs Wong”), the spouse of Mr Wong, controls

more than one-third of the voting power of Info Dynasty. Mrs Wong is
therefore deemed to be interested in all the 703,675,000 shares held by
Info Dynasty by virtue of Part XV of the SFO.

3. Calculation of percentage of interest in the Company is based on the
issued share capital of 1,704,999,000 shares of the Company as at 31

December 2011.

Share options (b)
Name of Nature of Number of

Name of director corporation interest share options

EEng AR LR BEME BRESE

Mr Zhang Jianping Company Personal interest 9,500,000

RRITHAE AR7 B AR

Ms Tang Rongrong Company Personal interest 3,800,000

ERRzt /NG| EAER

Mr Chan Tat Wing, Richard ~ Company Personal interest 5,100,000

BREREE DT B AR

Notes:

1. Calculation of percentage of interest in the Company is based on the

issued share capital of 1,704,999,000 shares of the Company as at 31

December 2011.

As at 31 December 2011, save as disclosed above, none of the
Directors, chief executives of the Company or their associates
had any interests or short positions, whether beneficial or non-
beneficial, in the shares, underlying shares or debentures of the
Company or any of its associated corporations as recorded in
the register required to be kept under section 352 of the SFO,
or as otherwise notified to the Company and the Stock Exchange

pursuant to the Model Code.

PR -

2. BXBLL((ERK]) - EREZELS

#24ll Info Dynasty =5 —IA E 2 1% Z#E
RIEEH R EGRBIEXVE - HEAK
W18 A Info Dynasty P2 2h A A 7
703,675,000 &% 15 < #E % ©

<} BREARRAR-_Z——F+-A=+—8

2 BEATARAN1,704,999,000 & ik 15 51 &
HAREZADL °

B

Approximate

Total number of  percentage of interest

underlying in the corporation
ordinary shares HARRER
HEEERAH BAEDH
(note 1)

(PEE1)

9,500,000 0.56%
3,800,000 0.23%
5,100,000 0.30%

PR -

1. BEARTIN-_ZE—F+-A=+—~8
2 B EITIRZ1,704,999,000 AR Dt E
HARESA DL -

R_ZT——F+-_A=+—H KBLEX
FIREEIN WRER ARBIZFE
TRABRBEZFZHEALTHRARRTR
EAEESER 2k - BRI HE
Hrp o EHEMBERESRAE KA
B3 MEREN AN RIEFE 2 &M
o AR BIEESFRIZAME AN A ) R
Rz B AR ERSOAR -
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SHARE OPTIONS

Particulars of the Company’s share option schemes and details of
movements in the share options are set out in note 34 to the consolidated

financial statements.

ARRANGEMENTS TO PURCHASE SHARES OR
DEBENTURES

Other than the option holdings disclosed in note 34 to the consolidated
financial statements, at no time during the year was the Company, its
holding company, or any of its subsidiaries and fellow subsidiaries, a party
to any arrangements to enable the Directors to acquire benefits by means
of the acquisition of shares in, or debentures of, the Company or any other

body corporate.

DIRECTORS’ INTERESTS IN CONTRACTS OF
SIGNIFICANCE

No contract of significance, to which the Company, its holding company,
or any of its subsidiaries and fellow subsidiaries was a party and in which
a Director had a material interest, whether directly or indirectly, subsisted

at the end of the year or at any time during the year.

MANAGEMENT CONTRACTS

No contract concerning the management and administration of the whole
or any substantial part of the business of the Company and the Group was

entered into or existed during the year.

SUBSTANTIAL SHAREHOLDERS

As at 31 December 2011, the interests or short position of other persons
(other than a Director or chief executive of the Company) in the shares,
underlying shares and debentures of the Company or any of its associated
corporation as recorded in the register of substantial shareholders maintained

by the Company pursuant to section 336 of the SFO were as follows:

Number of shares in

B
ARA IR 812 S¥18 T A 2 2
WA M SRR -

F15

BEROIEZ 2L

BrarE M MmR M 34 PR 2 B R
SN ARE - REEFMBAR - HIZERAT
o E AR A B R [R) 24 BT 8 8 R R AN 4R
BEAKERI ML  BEEEAEER
AR EAMEAB GG Z B HEHFME

o

B

EEREESN 2 ER

ARRE] - BERAR - EEAHEARRE
EMBARBEI LR A FEFEARAFE
EREEERMETNETERIEERERE
REZZEBERK -

EEEEYN
RAFE - BEAAERAATRAREL ¥

BEEUREEHH BERERTHABT A

RZBE——F+ZA=1T—08 EREZEHR
HEEPIE 3B IEARRAFEZTERRA
ATEcE: - HA L (EEHARREEITH
ABRRIN) RAR B - ABERD REHD
=0T

NS
BX

Approximate
percentage of interest
in the Company

Name of shareholder Nature of interest the Company HARERZ
R R EEME RAEATZRGBEE BHAEsH
(note 1)
(7% 1)
Info Dynasty Personal interest 703,675,000 41.27%

B AR
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Notes:

1. Calculation of percentage of interest in the Company is based on the issued share
capital of 1,704,999,000 shares of the Company as at 31 December 2011.

2. The relationship between Info Dynasty and Mr Wong and the relationship between
Info Dynasty and Mrs Wong is disclosed under the paragraph headed “Directors’
and Chief Executives’ Interests and Short Position in Shares” above.

APPOINTMENT OF INDEPENDENT NON-
EXECUTIVE DIRECTORS

The Company has received, from each of the independent non-executive
Directors, an annual confirmation of his independence pursuant to Rule
3.13 of the Listing Rules. The Company considers all of the independent
non-executive Directors to be independent.

EMOLUMENT POLICY

The emolument policy of the employees of the Group is set up by the human
resources department and seeks to provide remuneration packages on the
basis of their merit, qualifications and competence of the employees.

The emoluments of the Directors and senior management of the Company
will be reviewed by the Remuneration Committee, having regard to factors
including the Group’s operating results, responsibilities of the Directors and

senior management and comparable market statistics.

The Company has adopted a share option scheme as an incentive to
Directors and eligible employees, details of the scheme is set out in note
34 to the consolidated financial statements.

RETIREMENT BENEFITS SCHEMES

Particulars of the retirement benefits schemes of the Group are set out in
note 33 to the consolidated financial statements.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Bye-laws or the
laws of Bermuda which would oblige the Company to offer new shares on
a pro rata basis to existing shareholders.

SUFFICIENCY OF PUBLIC FLOAT

At the latest practicable date prior to the issue of this report, based on
information that is publicly available to the Company and to the best
knowledge of the Directors, the Directors confirmed that the Company has
maintained sufficient public float as required under the Listing Rules.

TEE

1. BEARANR-_Z——F+-_A=t—RZE#%
TTRR 7R 1,704,999,000 A% A% {5 5T B AL A1 Bl #E 2
B e

2. Info Dynasty 8 F 5c 4 2 B8{& & Info Dynasty 82+
ARZBHEREXEZEREBITBABRRS
2R AR PR -

ZEBUFYTES

AARCWE GBI FTESRIELTR
AIZE313MGREREBILIEEH 2 FEHER
& ARBIRRAABLIFNTERH /B
At

B R
AEE 2 B BB B AN ERBEEILR

BEB 2R - BRRENTIRHEHMTE -

EAREEREREREzMeBhFMES
SEHASERLRE EERSREEEM
ASE 2 BERAELL B Z MGG BURME °

AARERMBEAE BIAMBES REER
BE  ZEtBZFHBERGAMBRRME
34 -

RKEREE
ARBRIEN B2 BB GA M BRE
fiEE33 -
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MAJOR CUSTOMERS AND SUPPLIERS

For the year ended 31 December 2011, the five largest customers
accounted for approximately 47.78% of the Group’s total sales and sales
attributable to the Group’s largest customer accounted for approximately
28.47% of the Group’s total sales.

For the year ended 31 December 2011, the five largest suppliers
accounted for less than 30% of the Group’s total purchases.

At no time during the year ended 31 December 2011 did any Director,
any associate of a Director or any shareholder of the Company (which
to the knowledge of the Directors owns more than 5% of the Company’s
share capital) has an interest in any of the Group’s five largest customers
or five largest suppliers.

RELATED PARTY TRANSACTIONS

The Directors confirm that the material related party transactions as
disclosed in note 35 in the notes to the consolidated financial statements
fall under the definition of “connected transaction” or “continuing
connected transaction” (as the case may be) in Chapter 14A of the Listing
Rules. The Directors confirm that the Company has, where applicable,
complied with the disclosure requirements in accordance with Chapter

14A of the Listing Rules.

ISSUE OF NEW SECURITIES
In April 2011, the Company has issued 137,500,000 units of Taiwan

depository receipts (“TDRs”) and in connection with the issue of the
TDRs, the Company has issued 137,500,000 new ordinary shares as
the underlying securities of the TDRs on 21 April 2011. The aggregate
nominal value of 137,500,000 shares is HK$13,750,000.

The TDR was issued at the offer price of NT$11.95 (equivalent to
approximately HK$3.20 at the time of issue) per TDR, representing to
approximately HK$1.60 per share. The net issue price per new share was
approximately HK$1.55. The closing price per share as quoted on the
Stock Exchange on 18 April 2011, being the date on which the terms of
the issue was fixed, was HK$1.62.

The TDRs were offered for subscription by Securities and Futures Investors
Protection Centre pursuant to the applicable securities laws in Taiwan, the
underwriters of the TDRs, the public in Taiwan and selected institutional
and individual investors in Taiwan through book building process.

The net proceeds from the issue of TDR was used for the Group’s factory
expansion, including construction of factory plant, acquisition and
installment of machinery and equipment.

FREFRHER
E-F——F+-A=t+—AILFE &%
ERAEF AR @HEELN47.78% - T
AREBRAE S M E RIS AREAHER
#4928.47% °

BE-T——51-A=+—BILFE &%
B I AT AR BRI R 30% -

AARMEAES - HABBATHHEZMH
BARRBRADL% A 2 AERIIRER - BN
HER-_E——F+ZA=+—HILFERE
AHE  EREEAREP RO RHERE
B -

BEL R 5

EFHER - A MBRRAEZ W35/ R
2 EABEHXFBR LIRS AASEE
T2 (MER5] & [ HEER S (RERH
%) BEERR - AATE (WER) ETRE
ERRAIE 14AE 2 BBRE ©

BITHRE S

MZZT——FMA » AAAE1T 137,500,000
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——FMA =+ —BiBEEET 137, 5oo ooo
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BB TG B E B » BD R B FTRT IR AR
TEA1.625E7T °
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COMPLIANCE WITH CORPORATE GOVERNANCE
CODE

The Company and its Directors confirm, to their best knowledge,
that except for code provision E.1.2 as mentioned below, during the
year ended 31 December 2011, the Company has complied with
the applicable code provisions of the Code on Corporate Governance
Practices (“Corporate Governance Code”) contained in Appendix 14 to
the Listing Rules then in force.

According to the code provision E.1.2 of the Corporate Governance Code,
the chairman of the Board shall attend the annual general meeting of
the Company and arrange for the chairmen of the audit, remuneration
and nomination committees (as appropriate) or in the absence of the
chairman of such committees, another member of the committee
or failing this his duly appointed delegate, to be available to answer
questions at the annual general meeting.

At the annual general meeting of the Company held on 13 May 2011
(“2011 AGM”), Ms Yeung Man Ying, the chairman of the Board, was
unable to attend due to unexpected business engagement. Mr Chan Tat
Wing, Richard, an executive Director and the chief finance officer of the
Group, chaired the 2011 AGM on behalf of the chairman of the Board
pursuant to the Bye-laws and was available to answer questions. Mr Wong
Cho Tung, an executive Director and a member of the Remuneration
Committee together with Mr Liu Hing Hung, an independent non-executive
Director and the chairman of the Audit Committee, were also available at
the 2011 AGM to answer questions from shareholders of the Company.

COMPLIANCE WITH THE MODEL CODE

The Company has adopted the Model Code for Securities Transactions by
Directors of Listed Issuers (the “Model Code”) as set out in Appendix 10
to the Listing Rules as its own code for securities transactions. All directors
of the Company have confirmed that they have fully complied with the
required standard as set out in the Model Code for the reporting period.

AUDITOR

The consolidated financial statements for the year ended 31 December
2011 have been audited by Deloitte Touche Tohmatsu who are due to
retire and, being eligible, shall offer themselves for re-appointment at the
Annual General Meeting.

On behalf of the Board
Yeung Man Ying
Chairman

Hong Kong

22 March 2012
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The Company’s goal is to continue to increase its transparency to
shareholders and the public and to maintain a high standard of corporate
governance. The principles of corporate governance adopted by the
Group emphasize a Board with high quality, sound internal control,

transparency, accountability and independence.

CODE ON CORPORATE GOVERNANCE
PRACTICES

Except for code provision E.1.2 as mentioned below, the Company
has complied with the code provisions and, where applicable, the
recommended best practices of the Corporate Governance Code for the
year ended 31 December 2011.

THE BOARD

Board functions

The Board is responsible for the promotion of the success of the Company
by directing and guiding its affairs in an accountable and effective
manner. Board members acknowledge their duty to act in good faith, with
due diligence and care, and in the best interests of the Company and its

shareholders.

The types of decisions which are to be taken by the Board include:

1. Setting the Company’s mission and values;

2. Formulating strategic directions of the Company;

3. Reviewing and guiding corporate strategy; setting performance
objectives and monitoring implementation and corporate

performance;

4. Monitoring and managing potential conflicts of interest of

management, board members; and

58 Ensuring the integrity of the Company’s accounting and financial
reporting systems, including the independent audit, and that
appropriate systems of control are in place, in particular, systems

for monitoring risk, financial control, and compliance with the law.
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Board composition and practices
At 31 December 2011, the Board comprised six executive Directors and

three independent non-executive Directors:

Executive Directors:

Ms Yeung Man Ying

Mr Wong Cho Tung

Mr Wong Hei, Simon

Mr Zhang Jianping

Ms Tang Rongrong

Mr Chan Tat Wing, Richard

Independent non-executive Directors:

Mr Liu Hing Hung

Mr Xie Linzhen

Mr Dong Yunting (Appointed on 1 June 2011)
Mr Zhuang Xingfang (Resigned on 1 June 2011)

Biographical details of the Directors and the relationships among them
are set out in the “Directors and Senior Management Profile” section on

pages 29 to 33 of this annual report.

Save as disclosed in the “Directors and Senior Management Profile”
section, none of the Directors has any connection (including financial,
business or family relationship) with each other as required to be

disclosed pursuant to Appendix 16 of the Listing Rules.

During the year under review, the roles of the chairman (Ms Yeung Man Ying)
were separated from those of the president (Mr Wong Hei, Simon) in order
to reinforce their respective independence, accountability and responsibility.
The chairman is responsible for developing direction and strategies of the
Group and the president, working with and supported by the executive
Directors, is responsible for managing the Group’s business affairs, including
the implementation of strategies adopted by the Board and attending to the
formulation and successful implementation of Group’s policies and assuming

full accountability to the Board for all Group’s operations.

To further strengthen the corporate governance practice, on 30 March
2012, the Board has appointed Mr Zhang Jianping as the chief executive
officer of the Group to take up the responsibility of the overall management
of the Group’s product and business planning, including management of

product definition, sales, procurement, production and delivery.
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The independent non-executive Directors contribute to the Company
with diversified industry expertise, advise the management on strategy
development and ensure that the Board maintains high standards of
financial and other mandatory reporting as well as provide adequate
checks and balances to safeguard the interests of the shareholders and

the Company as a whole.

Each of the independent non-executive Directors has given a written
confirmation to the Company confirming that he has met the criteria
set out in Rule 3.13 of the Listing Rules regarding the guidelines for the

assessment of independence of non-executive Directors.

The Board delegates specific tasks to the Group’s management including
the implementation of strategies and decisions approved by the Board
and the preparation of accounts for approval by the Board before public

reporting.

The Company has arranged for appropriate liability insurance to
indemnify its Directors and officers for their liabilities arising out of

corporate affairs. The insurance coverage is reviewed annually.

Regular Board meetings are scheduled in advance to give all Directors
an opportunity to attend. Directors may attend meetings in person or
through other means of electronic communication in accordance with
the Bye-laws. All Directors are kept informed on a timely basis of major
changes that may affect the Group’s businesses, including relevant rules
and regulations. Directors shall have full access to information on the
Group and are able to obtain independent professional advice whenever
deemed necessary by the Directors. No request was made by any
Director for such independent professional advice in 2011. The company
secretary of the Company shall prepare minutes and keep records of
matters discussed and decisions resolved at all Board meetings, which

will be available for inspection by Directors upon request.
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The Board held four meetings in 2011. The following is the attendance

record of each Director at the Board meetings for the year under review:

Number of meetings attended/

Name of Director Number of meetings held

Ms Yeung Man Ying 4/4
Mr Wong Cho Tung 4/4
Mr Wong Hei, Simon 4/4
Mr Zhang Jianping 4/4
Ms Tang Rongrong 3/4
Mr Chan Tat Wing, Richard 4/4
Mr Liu Hing Hung 4/4
Mr Xie Linzhen 4/4
Mr Dong Yunting 2/2
(Appointed on 1 June 2011)
Mr Zhuang Xingfang 2/2

(Resigned on 1 June 2011)

NOMINATION OF DIRECTORS

The Company does not have a nomination committee. The Board is
responsible for nominating appropriate person, either to fill in casual
vacancy or as an addition to the existing Directors for election by
shareholders at the general meeting of the Company. The Board
considers that the role and function of a nomination committee can
be better performed by the whole Board as each of the Directors can

participate in the selection process of suitable candidates for directorship.

As and when circumstances required, the Board will meet to discuss
nomination of new directors. In considering the suitability of a candidate
for directorship, the Board will consider criteria such as the candidate’s
qualifications, experience, expertise and knowledge as well as the

requirements under the Listing Rules.

The re-election procedure set out in the Bye-laws provides that one-third
of the Directors for the time being (or if their number is not a multiple of
three, then the number nearest to but not less than one third) shall retire
from office by rotation provided that every Director shall be subject to
retirement at least once every three years at each annual general meeting

of the Company. A retiring Director shall be eligible for re-election and
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shall continue to act as a Director throughout the meeting at which he
retires. The Directors to retire by rotation will be those who have been
longest in office since their last re-election or appointment but as between
persons who become or were last re-elected Directors on the same day
those retire will (unless they otherwise agree among themselves) be

determined by lot.

DIRECTORS’ RESPONSIBILITY FOR THE
FINANCIAL STATEMENTS

The Directors are responsible for overseeing the preparation of the
financial statements for each financial period which give a true and fair
view of the state of affairs of the Group and of the results and cash flows
for that period. In preparing the financial statements, the Directors have
selected appropriate accounting policies, applied them consistently,
made judgments and estimation that are prudent, fair and reasonable,
ensured all applicable accounting standards are followed and prepared
the financial statements on a going concern basis. The Directors are also
responsible for ensuring that the Group keeps accounting records which
disclose with reasonable accuracy at any time the financial position of
the Group and which enable the preparation of financial statements in
accordance with the Companies Ordinance (CAP 32 of the Laws of Hong

Kong) and the applicable accounting standards.

MODEL CODE FOR SECURITIES TRANSACTIONS
BY DIRECTORS

The Company has adopted the Model Code as its own code of conduct
for dealing in securities of the Company by Directors. Having made
specific enquiry of all Directors, all Directors have confirmed that they
have complied with the required standard set out in the Model Code for

the period covered by the annual report.

REMUNERATION COMMITTEE

The Company has established a remuneration committee
(“Remuneration Committee”) with written terms of reference of the
Remuneration Committee in compliance with the Corporate Governance
Code. The Remuneration Committee is responsible for assisting the
Board in achieving its goals of providing the packages needed to attract,
retain and motivate Directors of the quality required to run the Company

successfully.
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The primary duties of the Remuneration Committee include: (i) making
recommendations to the Directors on the Company’s policy and
structure for all remuneration of Directors and senior management
and on the establishment of a formal and transparent procedure for
developing policies on such remuneration; (ii) determining the terms
of the specific remuneration package of each executive Director and
senior management; (iii) reviewing and approving performance-based
remuneration by reference to corporate goals and objectives resolved by
the Directors from time to time; and (iv) considering and approving the
grant of share options to eligible participants pursuant to the share option
schemes adopted or to be adopted by the Company. Terms of reference
of the Remuneration Committee which have been adopted by the Board

are available on the Company’s website.

The Remuneration Committee had one meeting in 2011 and
had reviewed the remuneration packages of Directors and senior
management of the Group. The members and attendance of the meeting

are as follows:

Number of meeting attended/

Name of Director Number of meeting held

Mr Zhuang Xingfang 1/1
(Resigned on 1 June 2011)

Mr Xie Linzhen 1/1

Mr Wong Cho Tung 1/1

Mr Dong Yunting 0/0
(Appointed on 1 June 2011)

Mr Liu Hing Hung 0/0

(Appointed on 10 April 2012)

No Directors took part in any discussion about his or her own

remuneration.

The Remuneration Committee currently consists of four members, three
of whom are independent non-executive Directors, being Mr Xie Linzhen,
Mr Dong Yunting and Mr Liu Hing Hung, and one executive Director,
being Mr Wong Cho Tung. They have substantial experience in human
resources management. The Remuneration Committee is chaired by Mr

Liu Hing Hung.
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Executive Directors, assisted by the Group’s Human Resources
department, are responsible for reviewing all relevant remuneration
information and obtaining market conditions in addition to considering
the performance of individuals and the profitability of the Group, and
proposing to the Remuneration Committee for consideration and
approval, remuneration packages for Directors and senior management.
Executive Directors, however, do not participate in the determination of

their own remuneration.

The primary objective of the remuneration policy on executive
remuneration package is to enable the Company to retain and motivate
executives in promoting the success of the Group. The remuneration
package comprises basic salary, and may include discretionary bonus

and/or share options.

Each of the executive Directors is entitled to a basic salary which is
subject to review by the Remuneration Committee after such executive

Directors has completed 12 months of services.

Subject to the recommendation of the Remuneration Committee, the
Company may, at its sole discretion, grant share options to executive
Directors in accordance with the share option schemes adopted by the

Company.

Each of the executive Directors (except Ms Yeung Man Ying and Mr
Wong Cho Tung) is entitled to a discretionary bonus as determined by the
Remuneration Committee by reference to the performance of the Group

and the Director.

Each of Mr Liu Hing Hung, Mr Xie Linzhen and Mr Dong Yunting entered
into a letter of appointment with the Company to serve as the independent
non-executive Director for one year commencing on date of appointment
and subject to the right of the independent non-executive Director or the
Company to terminate the appointment of the independent non-executive

Director at any time by giving at least one month’s notice in writing.
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AUDIT COMMITTEE

The Company has established an audit committee (“Audit Committee”)
with the written terms of reference in compliance with Rule 3.21 of
the Listing Rules and code provision C.3 of the Corporate Governance
Code. The primary duties of the Audit Committee are to assist the Board
to provide an independent review of the effectiveness of the financial
reporting process, internal control and risk management system of the
Group and oversee the audit process and other duties and responsibilities

as assigned by the Board.

The Audit Committee members met twice in 2011 to review with senior
management and the Company’s external auditors the internal and
external audit findings, the accounting principles and practices adopted
by the Group, and Listing Rules and statutory compliance, and discussed
auditing, internal controls, risk management and financial reporting
matters (including the 2010 annual financial statements and 2011
interim financial statements before recommending them to the Board for

approval).

The following is the attendance record of each members at the Audit

Committee meetings for the year under review:

Number of meeting attended/

Name of Director Number of meeting held

Mr Liu Hing Hung 2/2

Mr Xie Linzhen 2/2

Mr Dong Yunting 1/1
(Appointed on 1 June 2011)

Mr Zhuang Xingfang 1/1

(Resigned on 1 June 2011)

The Audit Committee comprises three independent non-executive
Directors, namely, Mr Liu Hing Hung, Mr Xie Linzhen and Mr Dong
Yunting (Mr Zhuang Xingfang resigned on 1 June 2011) . The Audit
Committee is chaired by Mr Liu Hing Hung who has professional

qualifications in accountancy.

The Audit Committee has reviewed the Group’s annual report for the year
ended 31 December 2011.
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EXTERNAL AUDITORS

The Audit Committee has reviewed a service plan from Deloitte Touche
Tohmatsu regarding their independence and objectivity and had a
meeting with Deloitte Touche Tohmatsu, the external auditors of the

Company, to discuss the scope of their audit and approve the scope.

The Audit Committee also makes recommendations to the Board on the
appointment and retention of the external auditors. For the year ended
31 December 2011, the Company paid Deloitte Touche Tohmatsu, the
external auditors of the Company, HK$1.7 million and HK$0.3 million as

audit fees and interim financial report of 2011 viewing fee respectively.

The auditors’ reporting responsibility is set out on pages 55 to 56 of this

annual report.

INTERNAL CONTROL

Internal control systems have been designed to allow the Directors
to monitor the Group’s overall financial position, safeguard its assets,
provide reasonable assurance against fraud and errors, and to manage

the risks in failing to achieve the Group’s objectives.

The Group has a defined scope of authority governing activities of the
Directors and senior management. Directors monitor the business
activities closely and review monthly financial results operations. The

Group from time to time updates and improves the internal controls.

The Directors acknowledges that it is their responsibility to maintain
effective risk management and internal control system and to review them
at regular intervals. The Directors manages risks by strategic planning,
appointment of appropriately qualified and experienced personnel at
senior management positions, monitoring the Group’s performance
regularly, maintaining effective control over capital expenditure and
investments, and setting a high standard of code of conduct for

employees to follow.

S ER X B A

ERZEGCENRY « WEMT SENTTH
REBUM R EBMEZ REE - LERARQF]
ZNERZ BN IR E) « BIEIRTT SRETADTTRITE
& AR E R B EE -

ERZBENIRERBRBINFZBEAES
eRHUER -BE-_FT——F+=-A=1—H
IEFE - RRABAARB ZINEZEENEEL) o
BERLD ST XNEABR T ——F
I I S 2 BB B ) 5 1,700,0005% K
300,000/ 7T °

e 2 PR A SN AFIRESSE56 8 -

BB 42
NEEFIFIE EE AR E R AR AREZE
BN - HEEEE - BUREF R RRIEMR
BEZER UNREETEREIAEEBEZ
R

AEBREERSRERE L EDHEPERE
2 EERE - EETYEDERES 1A
RETBIS S ARE - AR S TR EH LA

PR o

EEHAGRF AR AREIERABES HIE
YEHETRNESEFTEZEME - EFEBR
BEARE - ZITEAREER AR ABE
EERERRL  THEEAEEZRR Y
BEARXBRERFSBREH R ERE
BZRERETRTA  ETRBRER -



RANKEEERAR —F——FFH

Corporate Governance Report
EERRE

INTERNAL AUDIT

The Internal Audit Department of the Group was responsible for
conducting internal audits of the Group. Internal audits are designed to
provide the Board with reasonable assurance that the internal control
systems of the Group are effective and the risks associated with the
achievement of business objectives are being managed properly. The
department also conducts other projects and investigation work as
required. The Directors were satisfied that an effective control system
had been in operation having reviewed the material controls and all other
major components of the internal control system of the Group for the year
ended 31 December 2011.

INVESTOR RELATIONS AND SHAREHOLDERS’
COMMUNICATIONS

The Group promotes investor relations and communications by setting
up meetings with the investment community. The Group also responds to
requests for information and queries from the investment community by

the investor relations personnel.

The Board is committed to provide clear and full information of the Group
to shareholders through sending the shareholders the Company’s interim
and annual reports, circulars, notices, financial reports as and when
appropriate and providing additional information to shareholders in the

“Investor Relations” section of the Company’s website.

The Company’s annual general meeting provides a good opportunity for
communications between the Board and its shareholders. Shareholders
are encouraged to attend the annual general meeting. Notice of the
Annual General Meeting and related papers are sent to shareholders at
least 20 clear business days before the meeting and the said notice is also
published on the website of the Stock Exchange and the Company. The
Chairman and Directors will answer questions on the Group’s business
at the meeting. External auditors will also attend the Annual General

Meeting.
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According to the code provision E.1.2 of the Corporate Governance Code,
the chairman of the Board shall attend the annual general meeting of
the Company and arrange for the chairmen of the audit, remuneration
and nomination committees (as appropriate) or in the absence of the
chairman of such committees, another member of the committee
or failing this his duly appointed delegate, to be available to answer

questions at the annual general meeting.

At the annual general meeting of the Company held on 13 May 2011
(2011 AGM™), Ms Yeung Man Ying, the chairman of the Board, was
unable to attend due to unexpected business engagement. Mr Chan Tat
Wing, Richard, an executive Director and the chief finance officer of the
Group, chaired the 2011 AGM on behalf of the chairman of the Board
pursuant to the Bye-laws and was available to answer questions. Mr Wong
Cho Tung, an executive Director and a member of the Remuneration
Committee together with Mr Liu Hing Hung, an independent non-
executive Director and the chairman of the Audit Committee, were also
available at the 2011 AGM to answer questions from shareholders of the

Company.

Members holding at the date of deposit of the requisition not less than
one-tenth of the paid up capital of the Company carrying the right of
voting at general meetings of the Company shall at all times have the
right, by written requisition to the Board or the secretary of the Company,
to require a special general meeting to be called by the Board for the
transaction of any business specified in such requisition and such
meeting shall be held within two months after the deposit of such

requisition.

Pursuant to rule 13.39(4) of the Listing Rules, any vote of shareholders at
a general meeting must be taken by poll. Therefore, all the resolutions put

to the vote at the Annual General Meeting will be taken by way of poll.

The poll is conducted by the Company’s registrars and the results of the
poll will be published on website of the Stock Exchange and the Company.
Financial and other information is made available on the Company’s
website and updated regularly. Specific enquiries and suggestions by
shareholders can be sent in writing to the Board or the secretary of the

Company at the Company’s registered address.
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Independent Auditor’s Report
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Deloitte.
BE)

TO THE MEMBERS OF SIM TECHNOLOGY GROUP LIMITED
BRANKEEERAF

(incorporated in Bermuda with limited liability)

We have audited the consolidated financial statements of SIM Technology
Group Limited (the “Company”) and its subsidiaries (collectively referred
to as the “Group”) set out on pages 57 to 150 which comprise the
consolidated statement of financial position as at 31 December 2011,
and the consolidated income statement, consolidated statement of
comprehensive income, consolidated statement of changes in equity
and consolidated statement of cash flows for the year then ended, and
a summary of significant accounting policies and other explanatory

information.

DIRECTORS’ RESPONSIBILITY FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

The directors of the Company are responsible for the preparation
of consolidated financial statements that give a true and fair view in
accordance with International Financial Reporting Standards and the
disclosure requirements of the Hong Kong Companies Ordinance, and
for such internal control as the directors determine is necessary to enable
the preparation of consolidated financial statements that are free from

material misstatement, whether due to fraud or error.

AUDITOR’S RESPONSIBILITY

Our responsibility is to express an opinion on these consolidated financial
statements based on our audit and to report our opinion solely to you, as a
body, in accordance with Section 90 of the Bermuda Companies Act, and
for no other purpose. We do not assume responsibility towards or accept
liability to any other person for the contents of this report. We conducted
our audit in accordance with International Standards on Auditing. Those
standards require that we comply with ethical requirements and plan
and perform the audit to obtain reasonable assurance about whether the

consolidated financial statements are free from material misstatement.
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An audit involves performing procedures to obtain audit evidence about
the amounts and disclosures in the consolidated financial statements.
The procedures selected depend on the auditor’'s judgment, including
the assessment of the risks of material misstatement of the consolidated
financial statements, whether due to fraud or error. In making those
risk assessments, the auditor considers internal control relevant to
the entity’s preparation of the consolidated financial statements that
give a true and fair view in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the entity’s internal control. An audit
also includes evaluating the appropriateness of accounting policies used
and the reasonableness of accounting estimates made by the directors,
as well as evaluating the overall presentation of the consolidated financial

statements.

We believe that the audit evidence we have obtained is sufficient and

appropriate to provide a basis for our audit opinion.

OPINION

In our opinion, the consolidated financial statements give a true and fair
view of the state of affairs of the Group as of 31 December 2011 and of
the Group’s loss and cash flows for the year then ended in accordance
with International Financial Reporting Standards and have been properly
prepared in accordance with the disclosure requirements of the Hong

Kong Companies Ordinance.

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

22 March 2012
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Consolidated Income Statement

2 A 24
melaE
For the year ended 31 December 2011
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Revenue
Cost of sales

Gross profit

Other income

Other gains and losses

Research and development expenses
Selling and distribution costs
Administrative expenses

Finance costs

(Loss) profit before taxation
Taxation credit (charge)

(Loss) profit for the year

(Loss) profit for the year attributable to:

Owners of the Company
Non-controlling interests

(Loss) earnings per share (HK cents)
Basic

Diluted
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2011 2010
—E——F =
HK$'000 HK$'000
FET TR
3,334,099 4,034,031
(3,065,219) (3,541,784)
268,880 492,247
55,970 106,695
51,182 27,559
(183,639) (146,489)
(124,507) (94,818)
(98,773) (108,102)
(10,739) (10,288)
(41,626) 266,804
13,574 (29,180)
(28,052) 237,624
(25,478) 233,349
(2,574) 4,275
(28,052) 237,624
(1.6) 15.0

(1.6) 14.4
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(Loss) profit for the year

Other comprehensive income for the year:
Exchange difference arising on translation
to presentation currency

Total comprehensive income for the year
Total comprehensive income attributable to:

Owners of the Company
Non-controlling interests

REE (BR) EF
AEEEMbRERE
BEE25IEWESL
HME R ZHE

REE RN REE

TR IR 2 2 05 -

i N/NET )8
IR R

2011 2010
—g—-F —T-FF
HK$’000 HK$'000
T T
(28,052) 237,624
68,738 50,900
40,686 288,524
42,687 283,782
(2,001) 4,742
40,686 288,524
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Consolidated Statement of Financial Position
AR R

At 31 December 2011
RZF—F+=-A=+—H

2011 2010
—EB——fF —T—TF
Notes HK$’000 HK$'000
Kzt FET FAT
Non-current assets EREEE
Investment properties BEME 16 273,023 243,832
Property, plant and equipment Y% - B K& B 17 684,271 343,389
Land use rights T fsh R 18 98,401 96,108
Goodwill EES 19 28,321 28,321
Intangible assets mREE 20 180,432 177,453
Deferred tax assets FER IR B E 21 17,946 9,592
Available-for-sale investments AfHEERE 22 16,605 15,876
Deposits paid for property, MYE - BE R
plant and equipment BEANPEEn 11,680 20,226
1,310,679 934,797
Current assets REEE
Inventories FE 23 620,729 440,013
Properties under development for sales BRPAHEYHE 24 206,772 110,441
Trade receivables EUE SR 25 105,512 110,420
Notes and bills receivables R EENRE 25 631,521 124,304
Other receivables, deposits HAbEUERR -
and prepayments e RIANHIE 25 293,548 279,997
Pledged bank deposits 2R ITIER 26 171,890 616,328
Bank balances and cash IRITEHR KL E 26 500,817 534,522
2,530,789 2,216,525
Current liabilities mEAE
Trade and notes payables ERE SRR N ZE 27 871,302 420,357
Other payables, deposits received HibEMIRK - BEliES
and accruals N FEET 50 27 327,327 198,904
Bank borrowings WITEE 28 511,472 640,335
Tax payable e FIIE 5,214 29,488
1,715,315 1,289,084
Net current assets RBEEFRE 815,474 927,441

Total assets less current liabilities HWEERRBEE 2,126,153 1,862,238
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Consolidated Statement of Financial Position
A MBI E

At 31 December 2011

=" e i g

ﬂ.‘l-i__;"' = et

Capital and reserves
Share capital
Reserves

Equity attributable to owners of the Company
Non-controlling interests

Total equity

Non-current liability
Deferred tax liabilities

BRI

[N

G
RAFBIR B
IR Es

Rz AR RR

FRBAE
ERETIRBE

The financial statements on pages 57 to 150 were approved by the
Board of Directors on 22 March 2012 and are signed on its behalf

by:

WONG CHO TUNG
FHEE

DIRECTOR

B2F

Notes
Htat

29
30

21

2011 2010
—g——F 2%
HK$’000 HK$'000
it Tt
170,500 156,962
1,815,966 1,634,103
1,986,466 1,791,065
88,424 28,025
2,074,890 1,819,090
51,263 43,148
2,126,153 1,862,238

BNES/EE10B 2 MBHRRER =T ——F=A
“t+oRESEgHE WHATESAERESE

WONG HEI, SIMON

e
DIRECTOR
EF
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Consolidated Statement of Changes in Equity

S A L a4

/ =TT Ej) i%

NN

For the year ended 31 December 2011
HE-ZT——H+-A=+—HLLFE

At 1 January 2010

Proftfor the year
(ther comprehensive
income for the year

Total comprehensive
income for the year

Issue of new shares due to
exercise of share options
Transfer upon exercise
of share options
Recogniton of equily

seffled share-based payments

Capital contribution from
non-controlling nferests
of subsidiaries

Dividends paid

At 31 December 2010

R-2-25-F-

RERH

TERENERYE

RERRmNEAS

R FERER
Blkia
RTERERER

& S SR

Attributable to owners of the Company

RAARRRER

Statutory Share  Properties  Capitl Non-

Share  Share  surplus (Other  option revaluation ~redemption  Translation Accumulated controling
capital  premium  reseve  reseve  fesene  rfesene resene  resene piofis Toal  inferests Total

E BhEe nx K FAR
Re BhRE BNk EbEE 0 BE EhEE WERE MERR ZnRM  &r ER g%
HKS000  HKS000  HKS000  HKS00D  HKS0O0  HKS000  HKS00D  HKS000  HKS000  HKS000  HK$000  HK$000
Tér Thr TR TEr Thr TEr FTE TEr TEr TR TRt T

(Notea) ~ (Noteb)
(Wita) (b

12871 49383 2759 97091 B39 B - 118504 B30 15698 17483 1544469
- - - - - - - - B39 WU Ah AU
- - - - - - - 043 - 0B 47 50900
- - - - - - - 4B AU W AR 885U
4001 320 - - - - - - - M -3
- 1ol - - (l6&20) = = = = = = =
- - - - 16566 - - - - loxb - 16566
- - - - - - - - - - B80 580
= = = = = = = - (73610)  (73610) - (13610
6% 394 2759 97091 1M T3 - 1897 6976719 191065 28025 181909

6l
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Consolidated Statement of Changes in Equity

IReEREER

For the year ended 31 December 2011
HE-Z G tZA=+—HLLFE

T
. = —

Loss for the year
(ther comprehensive income
for the year

Total comprehensive
income (expense) for the year

Issue of new shares due fo

exercise of share optons
Transfer upon exercise

of share options
[ssue of shares upon listing

of Taiwan Depository

Receipts on the Taiwan

Stock Exchange Corporation
Transaction costs attributable

fo issue of new shares
Repurchase of shares
Recogntion of equiy

setled share-based payments
Disposal of partal equiy

interestin a subsidiary (note ¢)
Dividends paid

At 31 December 2011

Attributable to owners of the Company

KRARREE
Statutory Share  Properties  Capital Non-
Share  Share  suplus  Other  option revaluation redemption Translation Accumulated controlling
capital ~ premium  reseve  resewe  resene  resene  resene  resene  profits Total  interests Total
HE BhE 9% & ik
Ba ROEE 2GEE HbEE 0 BE EMER RERE HSRE EMEM 0 o BE &
HKS'000  HK$'000 HKS'000 HK$'000 HK$'000 HKS'000 HKS'000 HK$'000 HKS'000 HKS'000  HK$'000  HKS$'000
TEn TR TR TR TEr TEn TEn A TR THr  TEL T
Motea) Motz b)
) (W
TEREE - - - - - - - - (25478) (25478 (2574) (28,052)
RERER2 ARG
- - - - - - - 68165 - 68165 573 68738
RERRENG(RR) 88
- - - - - - - 68165 (25478) 42687  (2001) 40,686
RiTRERED
T3R0 2000 14672 - - - - - - - 16742 - 1674
RifelehEnEs
- 19 - - (179) - - - - - - -
RRERTEE
RERARAM
ik
13,750 207,132 - - - - - - - 20882 - 2088
EmRie
RARA - (708 - - - - - - -0 - (708
{20 (2,282)  (16,335) - - - - AW - (2282 (18617) - (18617)
BB
Xz - - - - 1019 - - - - 10,19 - 10,19
HENBAT
Prgalire) - - - - - - - - - - 62400 62400
XftR& - - - - - - - - (68781) (68781) - (68781)
A-B-——F+Zf=1-R 170500 749467 27599 97,091 27548 73739 2280 237,102 601,138 1,986,466 88,424 2,074,890
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Consolidated Statement of Changes in Equity
SAEREDE

For the year ended 31 December 2011
HE-_T——F+-_A=+—HILEE

Notes:

(a)

(b)

(c)

As stipulated by the relevant laws and regulations of the People’s Republic
of China (“PRC"), before distribution of the net profit each year, the
subsidiaries established in the PRC shall set aside 10% of their net profit
after taxation for the statutory surplus reserve fund (except where the
reserve has reached 50% of the subsidiaries’ registered capital). The
reserve fund can only be used, upon approval by the board of directors
of the relevant subsidiaries and by the relevant authority, to offset
accumulated losses or increase capital.

Other reserve is arisen from the reorganisation in preparation for the listing
of the Company’s shares on the Main Board of The Stock Exchange of Hong
Kong Limited.

On 4 November 2010, the Group signed a sale and purchase agreement
with a related company, which is controlled by Mr Wong Sun, the son
of Mr Wong Cho Tung and Ms Yeung Man Ying who are directors of
the Company, on disposing 40% equity interest of Shenyang SIM Real
Estate Limited at a consideration of US$8,000,000 (approximately
HK$62,400,000).

Hraz:

(a)

(b)

(c)

Ao ARFKME ([FE ) EZERERZRE R
BRI 2 B A R B4 RN IR 33 A1) 2 B L AR
R 10% (ERETE B RS (FEEEH B R Rl
BARB0% B TR o ZFFEESER BREKEREE
BIEMER - HARSHEBNBARESE RERE
ERBIIE -

REBARABRMNEEHEXSAERATER LD
T BAEEE 2 B FHE -

R-Z—FF+—FNA  AKREERTREL (ART
EETHREERGXER T2 F)BENRERREEK
I EZE =% - LA8,000,0003 7T (49 4362,400,0007 7T ) Hi
ERRAEZEOLS) ERARIR40% B
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Consolidated Statement of Cash Flows
mMeEREmER
& For the year ended 31 December 2011
s BT T — = F L
il 2
- e - o
2011 2010
—2——F —E-TF
HK$’000 HK$'000
FiER FAT
OPERATING ACTIVITIES REEE
(Loss) profit before taxation BRETAT (E51E) @A (41,626) 266,304
Adjustments for: FRPIEE fEH A
Finance costs BB AR 10,739 10,288
Depreciation and amortisation e R 236,252 210,300
Loss on disposal of property, HEDE  BEMSZEZEE
plant and equipment 69 74
Share-based payments expense PARR AR 15 5k BA 2 10,196 16,566
(Reverse of) allowances for bad REHR (B[] BT
and doubtful debts, net (10,167) 10,640
Write-down of inventories FEMR 31,725 6,513
Changes in fair values REYMEATER
of investment properties (17,702) (15,310)
Interest income FLEWA (18,569) (8,994)
Operating cash flows before movements BEECEERIL
in working capital KERERE 200,917 496,881
Increase in inventories FEEm (192,236) (22,406)
Increase in properties R RIHEYEL N
under development for sales (89,775) (9,815)
Decrease in trade receivables e E 5 BR FUR D 18,267 21,985
Increase in notes and bills receivables A ES IR (503,623) (48,340)
(increase) decrease in other receivables, HiERERR - Ze Rk
deposits and prepayments TBAFRIE () m o (5,456) 1,086
Increase (decrease) in trade and notes payables  FERI'E ZEFR L ZHE M L) 438,792 (101,243)
Increase (decrease) in other payables, HiEARR - ElizE
deposits received and accruals KRR N CRl D) 86,757 (66,594)
Cash (used in) generated from operations (AR REKEZHE (46,357) 271,554
Interest received B U 2 18,569 8,994
Income tax paid EASPTERL (13,326) (17,208)
NET (USED IN) CASH FROM (AR) REREER

OPERATING ACTIVITIES REFHE (41,114) 263,340
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Consolidated Statement of Cash Flows
FEaRenER

For the year ended 31 December 2011
== HS s EN ] ==

INVESTING ACTIVITIES
Purchases of property, plant and equipment
Deposits paid for purchase of property,
plant and equipment
Development costs paid
Purchases of available-for-sale investments
Proceeds on disposal of property,
plant and equipment
Placement of pledged bank deposits
Withdrawal of pledged bank deposits

NET CASH USED IN INVESTING ACTIVITIES

FINANCING ACTIVITIES

Issue of shares

Expenses on issue of shares

Proceeds from bank borrowings

Repayment of bank borrowings

Dividends paid

Interest paid

Capital contribution from non-controlling
shareholders of a subsidiary

Repurchase of shares

Disposal of partial equity
interest in a subsidiary

NET CASH FROM FINANCING ACTIVITIES

NET DECREASE IN CASH
AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS AT
BEGINNING OF THE YEAR

EFFECT OF FOREIGN EXCHANGE
RATE CHANGES

CASH AND CASH EQUIVALENTS AT END
OF THE YEAR, represented by bank balances
and cash

REEH
BEME  BERR
HEEYE  BEX
R 2EE
ERFRERA
BEAMHERE
HEME - BiE KR
SR
FARBRRITIER
B EMRITIER

ARREEFBZ2REFE

REEE
BITHRAD
BIRMFAX
RITEEMGR
BRRITEE
ERBRE
ERAE

P R RIS AR AR
PA-V.SLIN
al )
HEMBARZ

Gibax:

REMEZTH2HEFE

RERAELEEER
B EE

FIRERREEERA

4

EREH

S
g

FRASRREESEER
ERTEBRREE

65

2011 2010
g%  -3-3F
HK$’000 HK$'000
TR THT
(321,639) (124,409)
(11,680) (20,226)
(180,742) (159,756)
- (15,876)

- 42
(460,778) (747,246)
923,549 462,996
(51,290) (604,475)
237,624 37,341
(7,708) -
535,563 733,155
(682,939) (366,797)
(68,781) (73,610)
(10,739) (10,288)
- 5,800
(18,617) -
62,400 =
46,803 325,601
(45,601) (15,534)
534,522 532,276
11,896 17,780
500,817 534,522
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Notes to the Consolidated Financial Statements
V=P

ire M ERaR MR

For the year ended 31 December 2011
HEET SR+ AUEEE

&«

..-
. =

GENERAL INFORMATION

—REHR

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

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

The Company is an investment holding company. The
principal activities of its subsidiaries are the manufacturing,
design and development and sale of display modules,
handsets and solutions, and wireless communication
modules.

APPLICATION OF NEW AND REVISED
INTERNATIONAL FINANCIAL
REPORTING STANDARDS (“IFRSs")

RARIBREARE—NN\—FRANEEE
SR EREFMA AEREERAR - K
BREREEERAR AN ABELZES ([X
BBt S |) sE A 2 Info Dynasty Group
Limited ([Info Dynasty]) » KA R Z =
Bl E B EMBEF R AR BB — R

o

¥
it

AR (TARE D) BERRRINIGRER - (ER
—REBN LT RRMAEARARR - 5
BTG VBRERABTZINERRE -

ARARB—FREZERAR - HBRRZE
REBRBNEL - FHMERTT R & ERE
AR 2UE - RET - FBRREE -

BRANFTE] B ARMEFT 2 Bl PR B 35 3R
HER ([ BT IR EER 1)

In the current year, the Group has applied the following new
and revised standards, amendments and interpretations
(“new and revised IFRSs”) issued by the International
Accounting Standards Board (“IASB”) and the International
Financial Reporting Interpretations Committee (“IFRIC”) of
the IASB which are or have become effective.

RAEE  AEBEDRABHBERSHEINERE
g((BEReFENZES]) REKREER
ZBeERPHREREZE S ([BRUHK
BEREZE S ) BMOA TG REETE
A - BET 2 ([ #75] RSB RT BIRR B 5 s
A - ZEHRT RBERTER - BRI R
PR E AR -

IFRSs (Amendments)
RIS 2R (BETA)

IAS 24 (Revised)

BB 5T SE 24 5% (A48R])

IAS 32 (Amendments)

Rt AERI 28 32 5% (18R] )

I[FRIC 14 (Amendments)

BRI SHmERERZEEE 145 (BF]A)

IFRIC 19
B BHREREZRER 195

Improvements to IFRSs issued in 2010

B R EER N — T2 F 2

Related party disclosures
BAE R

Classification of rights issues
AR R
Prepayments of a minimum funding requirement

REESANTRE

Extinguishing financial liabilities with equity instruments
NIRRT A EREmEE
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Notes to the Consolidated Financial Statements
IR SRR

For the year ended 31 December 2011
HE-ZT——F+t-A=+—HLFE

2. APPLICATION OF NEW AND REVISED
INTERNATIONAL FINANCIAL
REPORTING STANDARDS (“IFRSs")

(CONTINUED)

2. BREVETE] RARISR] 2 BIRR B 5
=R ([ B F IR EZER 1)

(%)

The adoption of the new and revised IFRSs has had no
material effect on the consolidated financial statements of the
Group for the current or prior accounting periods.

The Group has not early applied the following new and revised
standards, amendments and interpretations that have been

issued but are not yet effective:

IFRS 1 (Amendments)
BRI T3R5 Y2 RS 157 (18R] A)

IFRS 7 (Amendments)
BRI TR 522 RS 7 5% (18R] A)

IFRS 9
EIPRB 53R S R RIE 95k

IFRS 9 & IFRS 7 (Amendments)
BUFR BA TSR 5 ERIZE 957 ;R 55 7 5 (B 5T A)

IFRS 10
BB 5 e 5 22 R 58 10552
IFRS 11

BIRR A T 3R S 22 128 11 5%

IFRS 12
BBR I 5 R 5 2R R 58 1255
IFRS 13

BRI 53R 522 A% 1397
IAS 1 (Amendments)
B2 TR 15 (1BFTA)
IAS 12 (Amendments)
BUFR =A% 12 5% (IBETA)
IAS 19 (Revised 2011)
B 2RI 1955 (=T ——F4&185])

IAS 27 (Revised 2011)
B s A 27 3 (=T ——F&1I8R])

RaFh ] RRIERT BRI F iR 5 R A R
RAHESGBE S BR A8 M RR L &
EATE -

AR B 1 AR BB F R A IA T E AR 1B 1 AR A A
HA] RARERTER ~ BF] R

Government loans?
HITE K2

Disclosures — Transfers of financial assets!

RE-EREREE'

Disclosures — Offsetting financial assets and financial
liabilities?

RE-EHeREERERAE?

Financial instruments®
cRITAS

Mandatory effective date of IFRS 9 and transition
disclosures®

BIFR A 75 3R 5 Y I 58 O 5 2 SR b AR 20 B B BB IR M 2 R BB 2

Consolidated financial statements?

REMBmK?

Joint arrangements?

FRIZHE2

Disclosure of interests in other entities?
BENEMER 2’

Fair value measurement?

AT{E 82

Presentation of items of other comprehensive income®

2FIEMEHEWRIAR °

Deferred tax: Recovery of underlying assets*

EIERIR - AR EER YLD 4

Employee benefits?

& 8@

Separate financial statements?

B R

6/
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APPLICATION OF NEW AND REVISED
INTERNATIONAL FINANCIAL
REPORTING STANDARDS (“IFRSs”)
(CONTINUED)

2. BREVETE] RARISR] 2 BIRR B 1 5
=2 ([ BB P IR EZER 1)

]

—~
\_/

|AS 28 (Revised 2011)
B 2542 A5 28 55% (

IAS 32 (Amendments)
BB 25T £ERIFE 32 5% (18

IFRIC 20
Bl s

T ——FEER])

HE)

REZEEFE 205

L Effective for annual periods beginning on or after 1 July 2011.

2 Effective for annual periods beginning on or after 1 January 2013.
3 Effective for annual periods beginning on or after 1 January 2015.
& Effective for annual periods beginning on or after 1 January 2012.
® Effective for annual periods beginning on or after 1 July 2012.

® Effective for annual periods beginning on or after 1 January 2014.

IFRS 9 Financial instruments

IFRS 9 “Financial instruments” (as issued in 2009)
introduces new requirements for the classification and
measurement of financial assets. IFRS 9 “Financial
instruments” (as revised in 2010) adds requirements for
financial liabilities and for derecognition.

Under IFRS 9, all recognised financial assets that are within
the scope of IAS 39 “Financial instruments: Recognition
and measurement” are subsequently measured at either
amortised cost or fair value. Specifically, debt investments
that are held within a business model whose objective is to
collect the contractual cash flows, and that have contractual
cash flows that are solely payments of principal and interest
on the principal outstanding are generally measured
at amortised cost at the end of subsequent accounting
periods. All other debt investments and equity investments
are measured at their fair values at the end of subsequent
accounting periods. In addition, under IFRS 9, entities may
make an irrevocable election to present subsequent changes
in the fair value of an equity investment (that is not held for
trading) in other comprehensive income, with only dividend
income generally recognised in profit or loss.

Investments in associates and joint ventures?

NFE R R RAERRINRE?

Offsetting financial assets and financial liabilities®

HiHeREELTHAES

Stripping costs in the production phase of a surface mine?

BRI 5 A B BRI R AR 2

! RET——Ft A— AR RRARMFEHRER
2 %:? =HF— AR RRARKFEEHRER
: REZ—RF—A— AR RRARMFEHRER
¢ %:? ZHE AR RRARKFE R
° K:%*:ﬁtﬂ Ak 2 & FIRRIFREEIRAR -
6 RZZ—MEF—A— A RRARAFEHRER

B UBREERFEIORERMTA
B GHRELERFE IR ERMTE (R -FF
NEBEM)  SIATHERFAESREEN
xi o BB IHRELERFE oM T A (K
T-TEZER]) B INE R A B NERTER
HIARE °

RIZBEBRMBEREERE IR - MAECHERS
BMEEBBEREHEREINR [RTA - #
REGHE | 815 - BERREEKARAFER
B LER  R—EXBRAARFANEEKR
BEEREBDRANASREREEANATRE
TERXNAERREERNSONBE  —K
e IR AR B R AG E - PTE R
BB MR B ZEER ST IR A REN
DFEFE o 1o RIREIR P RS ERISE
9%k - ERAIETAIREEEAEH e mE W
ST 2 VI EEENRAREZHERAF
B8 - W RAEBETHEIBREMA -
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APPLICATION OF NEW AND REVISED
INTERNATIONAL FINANCIAL
REPORTING STANDARDS (“IFRSs”)
(CONTINUED)

2.

BRANETR] R RS F] 2 BIRR B 35 3R
=R ([ B F IR EZER 1)
(%)

ﬂﬂ_}

pil

IFRS 9 Financial instruments (coNTINUED)

In relation to financial liabilities, the significant change relates
to financial liabilities that are designated as at fair value
through profit or loss. Specifically, under IFRS 9, for financial
liabilities that are designated as at fair value through profit or
loss, the amount of change in the fair value of the financial
liability that is attributable to changes in the credit risk of that
liability is presented in other comprehensive income, unless
the presentation of the effects of changes in the liability’s
credit risk in other comprehensive income would create or
enlarge an accounting mismatch in profit or loss. Changes in
fair value attributable to a financial liability’s credit risk are not
subsequently reclassified to profit or loss. Previously, under
IAS 39, the entire amount of the change in the fair value of the
financial liability designated as at fair value through profit or
loss was presented in profit or loss.

IFRS 9 is effective for annual periods beginning on or after 1
January 2015, with earlier application permitted.

The directors anticipate that IFRS 9 that will be adopted in the
Group’s consolidated financial statements for financial year
ending 31 December 2015 and that the application of IFRS
9 will mainly affect the classification and measurement of the
Group’s available-for-sale investments.

New and revised standards on consolidation and disclosures
IFRS 10 replaces the parts of IAS 27 “Consolidated and
Separate Financial Statements” that deal with consolidated
financial statements. IFRS 10 includes a new definition
of control that contains three elements: (a) power over an
investee, (b) exposure, or rights, to variable returns from its
involvement with the investee, and (c) the ability to use its
power over the investee to affect the amount of the investor’s

ERHHREENEIREHMTA ()
ERERAE  SRAENEAZHERR
SREBEAFEST - ABME - REERME
WEEMNEINR - HREEEBIERRRAF
BEIRZERAE - BFRIFRE2E KRR
ZHRABEEERRED Y ESEHHHEARE
M B - BRIZBAREZEERRE
SIEZEREBAFEESSBANEMER
Wz o eRBBEEERRIEZATFHER
BEETEENORERER - HAIREBEEER
SEPERIE IR ZRE - HERNBRARIEAF
BIRZERBEZAE R FEZLSHSEIN

BERE25 -

BRI REEANEIHFN —T—HF—H—
Hekz &z FREMBAER - FIIREHRA -

EFEH BB BRSEAF RN AEE
E=B—HET=A=T—BILMBEELD
BAMBRRTRA - HRAERT SRS
RIS T EHEARMA G ER AN
BERHE -

FHEERE RIEE 2T REETER

BIRR BT HR AR RS 10 SRER B &7t RIS
27 SRR 6 BB MR | G RRIRAR S M5
WR 2B - BRI BHREENF 10RBSE
HEZ¥EE - HRBRE=ETE : (a) BE
HIREHSR » (b) B2EREHRLEMSTEH
B3R 2 ASERMER - K () e HE MR EIRE &
RZENNTZEREEDHRES R - BERMBER

returns. Extensive guidance has been added in IFRS 10 to HAERZE 105 E A HIB R 2 BRI A MAGE
deal with complex scenarios. #FE5| o
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APPLICATION OF NEW AND REVISED
INTERNATIONAL FINANCIAL
REPORTING STANDARDS (“IFRSs”)
(CONTINUED)

2.

BRANFTR] R RS FT 2 BIRR B 35 3R
=2 ([ BB P IR EZER 1)

]

—~
~

New and revised standards on consolidation and disclosures
(CONTINUED)

IFRS 12 is a disclosure standard and is applicable to entities
that have interests in subsidiaries, joint arrangements,
associates and/or unconsolidated structured entities. In
general, the disclosure requirements in IFRS 12 are more
extensive than those in the current standards.

IFRS 10 and IFRS 12 are effective for annual periods
beginning on or after 1 January 2013. Earlier application is
permitted provided that all of IFRS 10 and IFRS 12 are applied
early at the same time. The directors anticipate that IFRS
10 and IFRS 12 will be adopted in the Group’s consolidated
financial statements for the annual period beginning 1
January 2013. The application of IFRS 10 and IFRS 12 may
not impact on amounts reported in the consolidated financial
statements.

IFRS 13 Fair value measurement

IFRS 13 establishes a single source of guidance for fair
value measurements and disclosures about fair value
measurements. The Standard defines fair value, establishes a
framework for measuring fair value, and requires disclosures
about fair value measurements. The scope of IFRS 13 is
broad; it applies to both financial instrument items and non-
financial instrument items for which other IFRSs require or
permit fair value measurements and disclosures about fair
value measurements, except in specified circumstances. In
general, the disclosure requirements in IFRS 13 are more
extensive than those in the current standards. For example,
quantitative and qualitative disclosures based on the three-
level fair value hierarchy currently required for financial
instruments only under IFRS 7 “Financial Instruments:
Disclosures” will be extended by IFRS 13 to cover all assets
and liabilities within its scope.
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APPLICATION OF NEW AND REVISED
INTERNATIONAL FINANCIAL
REPORTING STANDARDS (“IFRSs”)
(CONTINUED)

2.
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IFRS 13 Fair value measurement (CONTINUED)

IFRS 13 is effective for annual periods beginning on or
after 1 January 2013, with earlier application permitted.
The directors anticipate that IFRS 13 will be adopted in the
Group’s consolidated financial statements for the annual
period beginning 1 January 2013 and that the application
of the new Standard may affect the amounts reported in the
consolidated financial statements and result in more extensive
disclosures in the consolidated financial statements.

Amendments to IAS 1 Presentation of items of other
comprehensive income

The amendments to IAS 1 retain the option to present profit
or loss and other comprehensive income in either a single
statement or in two separate but consecutive statements.
However, the amendments to IAS 1 require additional
disclosures to be made in the other comprehensive income
section such that items of other comprehensive income
are grouped into two categories: (a) items that will not be
reclassified subsequently to profit or loss; and (b) items
that may be reclassified subsequently to profit or loss when
specific conditions are met. Income tax on items of other
comprehensive income is required to be allocated on the
same basis.

The amendments to IAS 1 are effective for annual periods
beginning on or after 1 July 2012. The presentation of items
of other comprehensive income will be modified accordingly
when the amendments are applied in the future accounting
periods.
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APPLICATION OF NEW AND REVISED
INTERNATIONAL FINANCIAL
REPORTING STANDARDS (“IFRSs”)
(CONTINUED)
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Amendments to IAS 12 Deferred tax — Recovery of
underlying assets

The amendments to IAS 12 provide an exception to the
general principles in IAS 12 that the measurement of
deferred tax assets and deferred tax liabilities should reflect
the tax consequences that would follow from the manner in
which the entity expects to recover the carrying amount of
an asset. Specifically, under the amendments, investment
properties that are measured using the fair value model in
accordance with IAS 40 “Investment Property” are presumed
to be recovered through sale for the purposes of measuring
deferred taxes, unless the presumption is rebutted in certain
circumstances.

In the opinion of the directors of the Company, it is not
practicable to provide reasonable estimate of the effect of
application of IAS 12 as stated above until detailed review has
been completed.

The directors of the Company anticipate that the application
of the other new and revised standards, amendments
or interpretations will have no material impact on the
consolidated financial statements.

SIGNIFICANT ACCOUNTING POLICIES
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EXEFHE

The consolidated financial statements have been prepared
in accordance with IFRSs. In addition, the consolidated
financial statements include applicable disclosures required
by the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited and by the Hong Kong
Companies Ordinance.

The consolidated financial statements have been prepared
on the historical cost basis except for investment properties,
which are measured at fair values, as explained in the
accounting policies set out below. Historical cost is generally
based on the fair value of the consideration given in exchange
for goods.

The principal accounting policies are set out below.
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3. SIGNIFICANT ACCOUNTING POLICIES 3. EXEFBER(E)
(CONTINUED)
Basis of consolidation EOtE%E

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

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

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

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

Non-controlling interests in subsidiaries are presented
separately from the Group’s equity therein.

Allocation of total comprehensive income to non-controlling
interests

Total comprehensive income and expense of a subsidiary
is attributed to the owners of the Company and to the non-
controlling interests even if this results in the non-controlling
interests having a deficit balance (effective from 1 January
2010 onwards).

Changes in the Group’s ownership interests in existing
subsidiaries

Changes in the Group’s ownership interests in subsidiaries
that do not result in the Group losing control over the
subsidiaries are accounted for as equity transactions. The
carrying amounts of the Group’s interests and the non-
controlling interests are adjusted to reflect the changes in
their relative interests in the subsidiaries. Any difference
between the amount by which the non-controlling interests
are adjusted and the fair value of the consideration paid or
received is recognised directly in other reserve and attributed
to owners of the Company.
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SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

3.

EXRETBER (8)

Business combinations

Business combinations that took place prior to 1 January
2010

The acquisition of businesses is accounted for using the
purchase method. The cost of the acquisition is measured
at the aggregate of the fair values, at the date of exchange,
of assets given, liabilities incurred or assumed, and equity
instruments issued by the Group in exchange for control of the
acquiree, plus any costs directly attributable to the business
combination. The acquiree’s identifiable assets, liabilities and
contingent liabilities that meet the conditions for recognition
under IFRS 3 Business Combinations are recognised at their
fair values at the acquisition date.

Goodwill arising on acquisition is recognised as an asset and
initially measured at cost, being the excess of the cost of
the acquisition over the Group’s interest in the recognised
amounts of the identifiable assets, liabilities and contingent
liabilities recognised. If, after reassessment, the Group’s
interest in the recognised amounts of the acquiree’s
identifiable assets, liabilities and contingent liabilities
exceeds the cost of the acquisition, the excess is recognised
immediately in profit or loss.

The non-controlling interest in the acquiree was initially
measured at the non-controlling interest’s proportionate
share of the recognised amounts of the assets, liabilities and
contingent liabilities of the acquiree.

Goodwill

Goodwill arising on an acquisition of a business is carried
at cost less accumulated impairment losses, if any, and
is presented separately in the consolidated statement of
financial position.

For the purposes of impairment testing, goodwill is allocated
to each of the relevant cash-generating units, or groups of
cash-generating units, that are expected to benefit from the
synergies of the combination.
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SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

3.

EXETBER (8)

Goodwill (coNTINUED)

A cash-generating unit to which goodwill has been allocated is
tested for impairment annually, or more frequently whenever
there is an indication that the unit may be impaired. For
goodwill arising on an acquisition in a reporting period, the
cash-generating unit to which goodwill has been allocated is
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tested for impairment before the end of that reporting period. DRZEMN 2 REE - BREEEHEDE @ A
If the recoverable amount of the cash-generating unit is less HEEIB DB RZEM 2 EmEr REE -

than the carrying amount of the unit, the impairment loss
is allocated to reduce the carrying amount of any goodwill
allocated to the unit first, and then to the other assets of the
unit pro rata on the basis of the carrying amount of each asset
in the unit. Any impairment loss for goodwill is recognised
directly in profit or loss in the consolidated income statement.
An impairment loss for goodwill is not reversed in subsequent
periods.

On disposal of the relevant cash-generating unit, the
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determination of the amount of profit or loss on disposal.

Revenue recognition WA TR

Revenue is measured at the fair value of the consideration WA B & 545 3BT1E P st (& S P U ER sk e
received or receivable and represents amounts receivable for IWER (B Mg el Z B (B HKR T R HE R
goods sold in the normal course of business, net of discounts BABIE) WA TER = -

and sales related taxes.

Revenue from the sale of goods is recognised when all the
following conditions are satisfied:
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o the Group has transferred to the buyer the significant . NEE B8 R AT A FE A B2 KR B R0 2R B
risks and rewards of ownership of the goods; BEEREER
o the Group retains neither continuing managerial B AN LA [&] AT

involvement to the degree usually associated with
ownership nor effective control over the goods sold;

. the amount of revenue can be measured reliably;

° it is probable that the economic benefits associated
with the transaction will flow to the Group; and

° the costs incurred or to be incurred in respect of the
transaction can be measured reliably.
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SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

3.

EXRETBER (8)

Revenue recognition (CONTINUED)
Sales of goods are recognised when goods are delivered and
title has passed.

Interest income from a financial asset is recognised when
it is probable that the economic benefits will flow to the
Group and the amount of revenue can be measured reliably.
Interest income from a financial asset is accrued on a time
basis, by reference to the principal outstanding and at the
effective interest rate applicable, which is the rate that exactly
discounts the estimated future cash receipts through the
expected life of the financial asset to that asset’s net carrying
amount on initial recognition.

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

Foreign currencies

In preparing the financial statements of each individual group
entity, transactions in currencies other than the functional
currency of that entity (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 the
end of the reporting period, monetary items denominated
in foreign currencies are retranslated at the rates prevailing
at that 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 retranslation 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.
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SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

3.

EXETBER (8)

Foreign currencies (CONTINUED)

For the purposes of presenting the consolidated financial
statements, the assets and liabilities of the Group’s entities
are translated into the presentation currency of the Group
(i.e. Hong Kong dollars) at the rate of exchange prevailing
at the end of the reporting period, and their income and
expenses are translated at the average exchange rates for the
year. Exchange differences arising are recognised in other
comprehensive income and accumulated in equity under
the heading of the translation reserve (attributed to non-
controlling interests as appropriate).

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

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

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

S ()

REJGEEUMBHRROEN  NREEERNHE
ERBEOARERAREAERBESREE
25 E¥ (BETT) - MERA KRS AIAR
FEVFHEXTURE - EANERZRERE
2R R RN R RERFERT
(ER DB T IR ER)

BE
P19 B4 59 S 45 50 B B B0 OB FE ALY 48
A

RN BB RN F RS ATE - R
ot i ) T B2 18 EL At 4F 155 A B SR B s FE AR 2 MR
ABFEXIEE @ I EERRERHKAINEZ
BH - MEGAERERIEFRIRRE - AEE
AN EEEZE R RERRE R ARE
M2 B EGE o

BEBRIENGE P BRRANEE M B EREE
EETEERTUENPIRARERE TR ER
ABR - BRERIR B ERE S A A R
ERHER - EERRTOEN A H AT R E =
BN - B PT A AT i E R R R UR R
MIREE ° Tﬁ”@*ﬁ%%ﬁﬂa?ﬁ@ﬁm?ﬂmﬁﬁ@
—EAFEERRVUEN TR 2 R EE
KA EEHA R MO%F% AT EHRE
MEENARE -

i/



LLL
(1)

/8

SIM Technology Group Limited Annual Report 2011

Notes to the Consolidated Financial Statements

Ra

BTSSR TRE

For the year ended 31 December 2011
HE-Z G tZA=+—HLLFE

o

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

3.

EXRETBER (8)

Taxation (coNTINUED)

Deferred tax liabilities are recognised for taxable temporary
differences associated with 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. Deferred
tax assets arising from deductible temporary differences
associated with such investments are only recognised to
the extent that it is probable that there will be sufficient
taxable profits against which to utilise the benefits of the
temporary differences and they are expected to reverse in the
foreseeable future.

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

Deferred tax assets and liabilities are measured at the tax rates
that are expected to apply in the period in which the liability is
settled or the asset is realised, based on tax rate (and tax laws)
that have been enacted or substantively enacted by the end
of the reporting period.

The measurement of deferred tax liabilities and assets reflects
the tax consequences that would follow from the manner in
which the Group expects, at the end of the reporting period,
to recover or settle the carrying amount of its assets and
liabilities.

Current and deferred tax is recognised in profit or loss,
except when it relates to items that are recognised in other
comprehensive income or directly in equity, in which case
the current and deferred tax is also recognised in other
comprehensive income or directly in equity respectively.

Leasing

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

EXETBER (8)

Leasing (CONTINUED)

The Group as lessor

Rental income from operating leases is recognised in
profit or loss on a straight-line basis over the term of the
relevant lease.

The Group as lessee
Operating lease payments are recognised as an expense
on a straight-line basis over the lease term, except where
another systematic basis is more representative of the
time pattern in which economic benefits from the leased
asset are consumed.

In the event that lease incentives are received to enter
into operating leases, such incentives are recognised
as a liability. The aggregate benefit of incentives is
recognised as a reduction of rental expense on a straight-
line basis, except where another systematic basis is more
representative of the time pattern in which economic
benefits from the leased asset are consumed.

Government subsidies

Government subsidies are not recognised until there is
reasonable assurance that the Group will comply with the
conditions attaching to them and that the grants will be
received.

Government subsidies are recognised in profit or loss on
a systematic basis over the periods in which the Group
recognises as expenses the related costs for which
the grants are intended to compensate. Specifically,
government subsidies where primary condition is that the
Group should purchase, construct or otherwise acquire
non-current assets are recognised as deferred income
in the consolidated statement of financial position and
transferred to profit or loss over the useful lives of the
related assets. Government subsidies that are receivable
as compensation for expenses or losses already incurred
or for the purpose of giving immediate financial support
to the Group with no future related costs are recognised
in profit or loss in the period in which they become
receivable.
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SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

3.

EXRETBER (8)

Retirement benefit costs

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

Investment properties
Investment properties are properties held to earn rentals and/
or for capital appreciation.

Investment properties are initially measured at cost, including
any directly attributable expenditure, except for those transfer
from property, plant and equipment and land use rights which
are measured at fair value at date of transfer. Subsequent to
initial recognition, investment properties are measured at their
fair value using the fair value model. Gains or losses arising
from changes in the fair value of investment property are
included in profit or loss for the period in which they arise.

An investment property is derecognised upon disposal or
when the investment property is permanently withdrawn
from use or no future economic benefits are expected from
its disposal. Any gain or loss arising on derecognition of
the asset (calculated as the difference between the net
disposal proceeds and the carrying amount of the asset) is
included in the profit or loss in the period in which the item is
derecognised.

Property, plant and equipment

Property, plant and equipment including buildings held for
use in the production or supply of goods or services, other
than construction in progress, are stated in the consolidated
statement of financial position at cost less subsequent
accumulated depreciation and accumulated impairment
losses.

Depreciation is recognised so as to write off the cost of items
of property, plant and equipment other than construction in
progress less their residual values over their estimated useful
lives, using the straight-line method. The estimated useful
lives, residual values and depreciation method are reviewed
at the end of each reporting period, with the effect of any
changes in estimate accounted for on a prospective basis.
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SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

3.

EXETBER (8)

Property, plant and equipment (coNTINUED)

Construction in progress includes property, plant and
equipment in the course of construction for production,
supply or administrative purposes are carried at cost, less
any recognised impairment loss. Costs include professional
fees and, for qualifying assets, borrowing costs capitalised
in accordance with the Group’s accounting policy. Such
properties are classified to the appropriate categories of
property, plant and equipment when completed and ready
for intended use. Depreciation of these assets, on the same
basis as other property assets, commences when the assets
are ready for their intended use.

If an item of property, plant and equipment becomes
an investment property because its use has changed as
evidenced by end of owner-occupation, any difference
between the carrying amount and the fair value of that item
at the date of transfer is recognised in other comprehensive
income and accumulated in properties revaluation reserve.
On the subsequent sale or retirement of the asset, the relevant
revaluation reserve will be transferred directly to accumulated
profits.

An item of property, plant and equipment is derecognised
upon disposal or when no future economic benefits are
expected to arise from the continued use of the asset. Any
gain or loss arising on the disposal or retirement of an item of
property, plant and equipment is determined as the difference
between sales proceeds and the carrying amount of the asset
and is recognised in profit or loss.

Buildings under development for future owner-occupied
purpose

When buildings are in the course of development for
production or for administrative purposes, the amortisation
of prepaid lease payments provided during the construction
period is included as part of costs of buildings under
construction. Buildings under construction are carried at
cost, less any identified impairment losses. Depreciation of
buildings commences when they are available for use (i.e.
when they are in the location and condition necessary for
them to be capable of operating in the manner intended by
management).
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SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

3.

EXRETBER (8)

Land use rights

Land use rights represent the prepaid lease payments
of leasehold interests in land under operating lease
arrangements and are amortised on a straight-line basis over
the lease terms, except for those held to earn rentals and/or
for capital appreciation purpose and classified as investment
properties are carried at fair values.

If a land use right becomes an investment property because
its use has changed as evidenced by end of owner-
occupation, any difference between the carrying amount and
the fair value of that item at the date of transfer is recognised
in other comprehensive income and included in properties
revaluation reserve. On the subsequent sale or retirement of
the asset, the relevant revaluation reserve will be transferred
directly to accumulated profits.

Borrowing costs

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets, which are
assets that necessarily take a substantial period of time to get
ready for their intended use or sale, are added to the cost of
those assets until such time as the assets are substantially
ready for their intended use or sale. Investment income
earned on the temporary investment of specific borrowings
pending their expenditure on qualifying assets is deducted
from the borrowing costs eligible for capitalisation.

All other borrowing costs are recognised in profit or loss in the
period in which they are incurred.
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SIGNIFICANT ACCOUNTING POLICIES 3. EREFBE(E)
(CONTINUED)

Intangible assets B EE

Research and development expenditure HERBEZERH

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 activities (or from the development phase of an
internal project) is recognised if, and only if, all of the following
have been demonstrated:

° the technical feasibility of completing the intangible
asset so that it will be available for use or sale;

° the intention to complete the intangible asset and use
or sell it;

° the ability to use or sell the intangible asset;

o how the intangible asset will generate probable future
economic benefits;

° the availability of adequate technical, financial and
other resources to complete the development and to
use or sell the intangible asset; and

o the ability to measure reliably the expenditure
attributable to the intangible asset during its
development.

The amount initially recognised for internally-generated
intangible asset is the sum of the expenditure incurred from
the date when the intangible asset first meets the recognition
criteria listed above. Where no internally generated intangible
asset can be recognised, development expenditure is charged
to profit or loss in the period in which it is incurred.

Subsequent to initial recognition, internally-generated
intangible asset is measured at cost less accumulated
amortisation and accumulated impairment losses, on the
same basis as intangible assets acquired separately.
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SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

3.

EXETBER (8)

Intangible assets (cONTINUED)

Intangible assets acquired separately

Intangible assets acquired separately and with finite useful
lives are carried at costs less accumulated amortisation and
any accumulated impairment losses.

Amortisation for intangible assets with finite useful lives is
provided on a straight-line basis over their estimated useful
lives.

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

Intangible assets acquired in a business combination
Intangible assets acquired in a business combination are
recognised separately from goodwill and initially recognised
their fair value at the acquisition date (which is regarded as
their cost).

Subsequent to initial recognition, intangible assets with finite
useful lives are carried at costs less accumulated amortisation
and any accumulated impairment losses. Amortisation for
intangible assets with finite useful lives is provided on a
straight-line basis over their estimated useful lives (see the
accounting policy in respect of impairment losses on tangible
and intangible assets below).

Technical know-how acquired in a business combination
comprises the rights to use certain technologies for the
manufacture of wireless communication module solutions
and mobile handset design solutions.
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SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

3.

EXETBER (8)

Impairment losses on tangible and intangible assets other
than goodwill (see the accounting policy in respect of
goodwill above)

At end of the reporting period, 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 the asset is estimated in order
to determine the extent of the impairment loss, if any. In
addition, intangible assets not yet available for use are tested
for impairment annually, and whenever there is an indication
that they may be impaired. If the recoverable amount of an
asset is estimated to be less than its carrying amount, the
carrying amount of the asset is reduced to its recoverable
amount. An impairment loss is recognised as an expense
immediately.

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 as income immediately.

Inventories
Inventories are stated at the lower of cost and net realisable
value. Cost is calculated using the weighted average method.
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SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

3.

EXETBER (8)

Properties under development for sales

Properties under development for sales are stated at lower
of cost and net realisable value. Cost comprises both the
land use rights and development cost of the property. Net
realisable value takes into account the price ultimately
expected to be realised, less applicable selling expenses and
the anticipated costs to completion.

Development cost of property comprises construction
costs, borrowing costs capitalised according to the Group’s
accounting policy and directly attributable cost incurred
during the development period. On completion, the properties
are transferred to properties held for sales.

Financial instruments

Financial assets and financial liabilities are recognised on the
consolidated statement of financial position when a group
entity becomes a party to the contractual provisions of the
instrument.

Financial assets and financial liabilities are initially measured
at fair value. Transaction costs that are directly attributable
to the acquisition or issue of financial assets and financial
liabilities (other than financial assets and financial liabilities at
fair value through profit or loss) are added to or deducted from
the fair value of the financial assets or financial liabilities, as
appropriate, on initial recognition. Transaction costs directly
attributable to the acquisition of financial assets or financial
liabilities at fair value through profit or loss are recognised
immediately in profit or loss.
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SIGNIFICANT ACCOUNTING POLICIES 3. EXSFBER(E)
(CONTINUED)

Financial instruments (CONTINUED) ST A (&)

Financial assets THEE

The Group’s financial assets are classified to either
available-for-sale investments or loans and receivables.
The classification depends on the nature and purpose of
the financial assets and is determined at the time of initial
recognition. All regular way purchases or sale of financial
assets are recognised and derecognised on a trade date
basis. Regular way purchases or sales are purchases or sales
of financial assets that require delivery of assets within the
time frame established by regulation or convention in the
marketplace.

Effective interest method

The effective interest method is a method of calculating the
amortised cost of a financial asset and of allocating interest
income over the relevant period. The effective interest rate is
the rate that exactly discounts estimated future cash receipts
(including all fees and points paid or received that form an
integral part of the effective interest rate, transaction costs and
other premiums or discounts) through the expected life of the
financial asset, or, where appropriate, a shorter period to the
net carrying amount on initial recognition.
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SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

3.

EXRETBER (8)

Financial instruments (coNTINUED)

Financial assets (coNTINUED)

Available-for-sale financial assets

Available-for-sale financial assets are non-derivatives that are
either designated or not classified as financial assets at fair
value through profit or loss, loans and receivables or held-to-
maturity investment.

For available-for-sale equity investments that do not have a
quoted market price in an active market and whose fair value
cannot be reliably measured, they are measured at cost less
any identified impairment losses at the end of the reporting
period (see accounting policy on impairment loss on financial
assets below).

Loans and receivables

Loans and receivables are non-derivative financial assets
with fixed or determinable payments that are not quoted in
an active market. Subsequent to initial recognition, loans
and receivables (including trade receivables, notes and
bills receivable, other receivables, pledged bank deposits
and bank balances) are carried at amortised cost using the
effective interest method, less any identified impairment
losses (see accounting policy on impairment loss on financial
assets below).

Impairment loss on financial assets

Financial assets of the Group are assessed for indicators
of impairment at the end of the reporting period. Financial
assets are considered to be impaired where there is objective
evidence that, as a result of one or more events that occurred
after the initial recognition of the financial asset, the estimated
future cash flows of the financial assets have been affected.
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SIGNIFICANT ACCOUNTING POLICIES 3. EXREBER(E)
(CONTINUED)

Financial instruments (CONTINUED) SMIA (&)
Impairment loss on financial assets (coNTINUED) 2R EERE ()

For loans and receivables, objective evidence of impairment
could include:

° significant financial difficulty of the issuer or
counterparty; or

° breach of contract, such as default or delinquency in
interest and principal payments; or

° it becoming probable that the borrower will enter
bankruptcy or financial re-organisation.

For certain categories of financial asset, such as trade
receivables, assets that are assessed not to be impaired
individually are, in addition, subsequently assessed for
impairment on a collective basis. Objective evidence of
impairment for a portfolio of receivables could include the
Group’s past experience of collecting payments and an
increase in the number of delayed payments in the portfolio
past the average credit period of 90 days.

For financial assets carried at cost, the amount of the
impairment loss recognised is difference between the asset’s
carrying amount and the present value of the estimated future
cash flows discounted at the current market rate of return for
a similar asset. Such impairment loss will not be reversed in
subsequent periods.

For financial assets carried at amortised cost, 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.
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SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

3.

EXRETBER (8)

Financial instruments (coNTINUED)

Impairment loss on financial assets (coNTINUED)

The carrying amount of the financial asset is reduced by
the impairment loss directly for all financial assets with the
exception of trade receivables, where the carrying amount is
reduced through the use of an allowance account. Changes in
the carrying amount of the allowance account are recognised
in profit or loss. When a trade receivable is considered
uncollectible, it is written off against the allowance account.
Subsequent recoveries of amounts previously written off are
credited to profit or loss.

For financial assets measured at amortised cost, if, in a
subsequent period, the amount of impairment loss decreases
and the decrease can be related objectively to an event
occurring after the impairment loss was recognised, the
previously recognised impairment loss is reversed through
profit or loss to the extent that the carrying amount of the asset
at the date the impairment is reversed does not exceed what
the amortised cost would have been had the impairment not
been recognised.

Financial liabilities and equity

Financial liabilities and equity instruments issued by a
group entity are classified as either financial liabilities or as
equity instruments in accordance with the substance of the
contractual arrangements entered into and the definitions of
a financial liability and an equity instrument.

Equity instruments

An equity instrument is any contract that evidences a residual
interest in the assets of the group after deducting all of
its liabilities. Equity instruments issued by the Group are
recognised at the proceeds received, net of direct issue costs.

Repurchase of the Company’s own equity instruments is
recognised and deducted directly in equity. No gain or loss
is recognised in profit or loss on the purchase, sale, issue or
cancellation of the Company’s own equity instruments.
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SIGNIFICANT ACCOUNTING POLICIES 3. EXEFBER(E)
(CONTINUED)

Financial instruments (CONTINUED) ST A (&)

Financial liabilities and equity (conTINUED) SHEERE (&)
Effective interest method BRI

The effective interest method is a method of calculating the
amortised cost of a financial liability and of allocating interest
expense over the relevant period. The effective interest
rate is the rate that exactly discounts estimated future cash
payments (including all fees and points paid or received that
form an integral part of the effective interest rate, transaction
costs and other premiums or discounts) through the expected
life of the financial liability, or, where appropriate, a shorter
period, to the net carrying amount on initial recognition.

Interest expense is recognised on an effective interest basis.

Financial liabilities

Financial liabilities (including trade and notes payables, other
payables and accruals and bank borrowings) are initially
measured at fair values and subsequently measured at
amortised cost using the effective interest method.

Derecognition

The Group derecognises a financial asset only when the
contractual rights to the cash flows from the asset expire, or
when it transfers the financial asset and substantially all the
risks and rewards of ownership of the asset to another entity.

On derecognition of a financial asset in its entirety, the
difference between the asset’s carrying amount and the
sum of the consideration received and receivable and is
recognised in profit or loss.

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

BERFNEEDFESRA B BERARRE
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3. SIGNIFICANT ACCOUNTING POLICIES 3. EXREHBER(E)
(CONTINUED)
Equity-settled share-based payment transactions DRBARZR S
The fair value of services received determined by reference EEERG 2 AFELENRE BEIMRHE
to the fair value of share options granted at the grant date is etz AEETE @ WEEEZRFEBIS G
expensed on a straight-line basis over the vesting period, with WA E S AR FEIE N (BB RRAEREM) -
a corresponding increase in equity (share option reserve).
At the end of the reporting period, the Group revises its RBEHR  AEBBEESKREERBER
estimates of the number of options that are expected to HHEZEE - BEREMETZFE(LE)
ultimately vest. The impact of the revision of the original TRERETHER - LREFTHAXH RMEER
estimates, if any, is recognised in profit or loss such that =t W B ET (ERY B A -
the cumulative expense reflects the revised estimate, with a
corresponding adjustment to share option reserve.
At the time when the share options are exercised, the RITEREIRRERS - AR B RERER 2R
amount previously recognised in share option reserve will I8 - BEARDRE o BERENER B B
be transferred to share premium. When the share options RITIE K BB AR AE 7 57 /B HA 14 SR » AR R BB
are forfeited after the vesting date or still not exercised at the IR R EER 2 NE - BBAREF
expiry date, the amount previously recognised in share option
reserve will be transferred to accumulated profits.

4. KEY SOURCES OF ESTIMATION 4. AT TEEHENEERR

UNCERTAINTY

In the application of the Group’s accounting policies, which
are described in note 3, the directors of the Company are
required to make judgments, estimates and assumptions
about the carrying amounts of assets and liabilities that are
not readily apparent from other sources. The estimates and
associated assumptions are based on historical experience
and other factors that are considered to be relevant. Actual
results may differ from these estimates.

The estimates and underlying assumptions are reviewed
on an ongoing basis. Revisions to accounting estimates are
recognised in the period in which the estimate is revised if the
revision affects only that period, or in the period of the revision
and future periods if the revision affects both current and
future periods.

ERAEENMEIFAN G EER - AR

A E E A B AN E A HOREUS AT SRR Y
BERARMNKREEFEDHE - G5 REK -
ZEMET MARBERR T ENBEL R R E M
BRERNEEMEL - At BERERAE
BRINZEAbE

Ef‘%ﬁﬁr&f SERAFHERE o MERHARAE
RIEFEERETNNE  RABETeEZ
Hﬂ?%@- o fiH & 7T ¥ IR B ROR KRB A &
» RIZBEVE R ERT RO HAR B R SR AT R o
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KEY SOURCES OF ESTIMATION
UNCERTAINTY (coNTINUED)

A TREMENEEZRR (F)

The following are the key assumptions concerning the future,
and other key sources of estimation uncertainty at the end
of the reporting period, that have a significant risk of causing
a material adjustment to the carrying amounts of assets and
liabilities within the next financial year.

Allowances for inventories

The management of the Group reviews an aging analysis
at the end of the reporting period and makes allowance
for obsolete and slow-moving inventory items identified
that are no longer suitable for use in production or sale.
The management estimates the net realisable value for
such finished goods and raw materials based primarily on
the latest selling and purchase prices and current market
conditions. The Group carries out an inventory review on a
product-by-product basis at the end of the reporting period
and makes allowance for slowing-moving inventory. If the
market condition was to deteriorate, resulting in a lower net
realisable value for such finished goods and raw materials,
additional allowances may be required. As at 31 December
2011, the carrying amount of inventories is approximately
HK$620,729,000 (2010: HK$440,013,000).

Impairment of trade receivables

In estimating whether allowance for bad and doubtful
debts is required, the Group takes into consideration the
ageing status and the likelihood of collection. When there
is objective evidence of impairment loss, the Group takes
into consideration the estimation of future cash flows. The
amount of the impairment loss is measured as the difference
between the asset’s carrying amount and the present value
of estimated future cash flows (excluding future credit losses
that have not been incurred) discounted at the financial
asset’s original effective interest rate. Where the actual future
cash flows are less than expected, a material impairment loss
may arise. As at 31 December 2011, the carrying amounts of
trade receivables are approximately HK$105,512,000 (2010:
HK$110,420,000). Details of trade receivables are disclosed
in note 25.

REEER - SRR E b 5+ H) N BAEAE =
WE2HRAEL - B RABUE N —ERM B
ENEENBEREEZLEEIENEANE
B2 EBRMER - FIFMAT °

FERE

REE 2 ERENRERRBHEE T - I
SERESBHEM NESEEERIHEZFE
HEFLEE - ERBXEREZONEEE
&R E R 2 TR ihat % R R E R 2
AERFEE ARERRERRREREREE
THEEERMREBHEEFELEE - HE™D
M E - BEZERK G REM R A B R F
ETE AAERRELEIINEE BE=
E——%+-_A=t+—H FEREEDLS
620,729,000 7t ( =& —Z 4 : 440,013,000
BIT) °

P B 2 ARAR A

AEBR G ERARRRRRERES - BEE
FRERBRA RN - WA TEFEERR
AHEBEREEE ARETBEZEARRE
MENGE - REBBRSENREEREE
B eMEEREERN KB WG RE
RengRE(TEERAREENRREER
BIMERMTE - WERRIGRSRELR
BH > XSELBNREBE R_T—%F
T-HA=1t—8 EBUEZEXNEEEDS
105,512,0007% 7 ( =& —Z 4 : 110,420,000
PBIT) ° FEUE SRR FFHIBN ML 25 4K EE o
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KEY SOURCES OF ESTIMATION
UNCERTAINTY (coNTINUED)

T REMENEEZRR ()

Impairment of property, plant and equipment

Property, plant and equipment are reviewed for impairment
when events or changes in circumstances indicate that
the carrying amount of the assets exceeds its recoverable
amount. An impairment loss is recognised for the amount
by which the recoverable amount of property, plant and
equipment being lower than its carrying amount. At the end
of the reporting period, no property, plant and equipment was
impaired based on the impairment assessment performed
by management. It is possible that actual outcomes may be
different from assumptions, having a material impact on the
carrying amount of property, plant and equipment in the
period when such estimate is revised. At 31 December 2011,
the directors of the Company are satisfied that there is no
indication that property, plant and equipment has suffered
an impairment loss. As at 31 December 2011, the carrying
amount of property, plant and equipment are approximately
HK$684,271,000 (2010: HK$343,389,000).

Estimated impairment of goodwill and intangible assets
Determining whether goodwill and intangible assets acquired
from business combination allocating to sale of handsets
and solutions cash-generating units (“CGUs”) are impaired
requires an estimation of the value in use. The value in use
calculation requires the Group to estimate the future cash
flows expected to arise from the CGUs, a suitable discount
rate in order to calculate the present value. Where the actual
future cash flows are less than expected, an impairment loss
may arise. As at 31 December 2011, the carrying amounts
of goodwill and intangible assets acquired from business
combination allocating to sale of handsets and solutions CGU
are approximately HK$28,321,000 (2010: HK$28,321,000)
and HK$39,474,000 (2010: HK$43,135,000), respectively.

NE - BRERRERE

fHE BFHEERIBRREERDE - BE &
HERREmERAE U E S5 - AIAEE
TME - BB REBETRER - i -
BEREENATKRESBEAELERENE
2 AERRRERE - BIFEEEEITAR
BRI - RWERR - BIEYE  BE RE&E
ATLURE - BRERTEBREBMTE -
WAl g S AFHERT I E - BB R
HERNRAEEEEAYE RZT—F+=
A=1+—8 ARFANESHYE - BE KR
HEEELRREBETFRRIRE - R
——E+-A=+—0 9% BELRED
BRE fE 4 5 684,271,000 T (ZE—F 4 :
343,389,00087T) ©
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5. FINANCIAL INSTRUMENTS

TRMITHE

Capital risk management

The Group’s policy is to maintain a strong capital base so as to
maintain creditor and market confidence and to sustain future
development of business. The Group defines the capital of the
Group as the total shareholders’ equity.

The Group’s overall strategy remains unchanged from prior

EXERERE

REB R BOR R ISR B A ET AR R EE
ARTIZEE 0 A RERIRERE RS AR+
B ARERENTER SRR ESARR

AR B SRS R SRR — B M T

year.
Categories of financial instruments SR T BRI
2011 2010
—EB——fF —E-TF
HK$'000 HK$'000
FET FAT
Financial assets TRUEE
Loans and receivables (including E KRR R
cash and cash equivalents) (BRERERELEEER) 1,557,692 1,599,064
Available-for-sale investments AMEEE ZRE 16,605 15,876
Financial liabilities A=A
Amortised cost B EA A 1,509,768 1,136,370

Financial risk management objectives and policies

The Group’s major financial instruments include available-
for-sale investments, trade receivables and payables, bills
receivable, notes receivables and payables, other receivables
and payables, accruals, pledged bank deposits, 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

Several subsidiaries of the Group have foreign currency sales
and purchases, which expose the Group to foreign currency
risk. Approximately 34% (2010: 36%) of the Group’s sales are
denominated in currencies other than the functional currency
of the group entity making the sale, whilst almost 26% (2010:
48%) of costs are denominated in the group entity’s functional
currency.

M EREEN B REBE

AEFEZT2SRMTABRAIHLERE &
WRENE SRS  BERE  BURRENR
& BRI BN - R ER - 2R
RITER - RITBHRRRITEE - ZFESRBT
AZFHBERNAEMETHRE - EZFemMTA
ER Z ELfe PA e B BRUE 2 5 B 2 BRI
TX - EEEEERERZERER - AHEREE
KB RERBUE E a1

EHmeg
REBEZRMBRATINIINEETER - &
BEESNERR - REBIHEEBEN34% (=F
—ZF 1 36%) UEBEBERETEENDRES
BN EMEEHE - MA26% (ZF—F4F ¢
48%) M AN RIASE BB ENINEEEHETE -

A
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5. FINANCIAL INSTRUMENTS (coNTINUED)

51

TRIT A (&)

Financial risk management objectives and policies
(CONTINUED)

Currency risk (continued)

At the end of the reporting period, the major financial assets
and liabilities of the Group denominated in currencies other
than the functional currency of the respective group entities
are (i) trade receivables and notes receivable; (ii) pledged
bank deposits and bank balances; (iii) trade payables and (iv)
bank borrowings and the amounts are disclosed in notes 25,
26, 27 and 28 respectively.

The carrying amounts of the Group’s foreign currency
denominated monetary assets and monetary liabilities at the
reporting date are as follows:

United States Dollars (“USD”) %7t

The management monitors foreign exchange exposure by
entering non-deliverable foreign exchange forward contracts
to eliminate the currency exposures in USD denominated
bank borrowings. As at 31 December 2011, there is no open
position on the non-deliverable foreign exchange forward
contracts. In the opinion of the directors of the Company,
the fair values of these forwards are insignificant as at 31
December 2010.

BB EE A B R ()

Eime ()

RBERR - AEENTZEREENEE
NEE BEEERIEER AN ERHE -
HREERABER)VEKRE SRR RERE
1B 5 (i) EEIRRITIF R IRITAERR + (i) FEA
BEERRVRITEE - REESED BN
725 26~ 27 R 28 #i 5" ©

RiERH - AEBUINETHENEREER
ERABENEREENT

Assets Liabilities
BE afE
2011 2010 2011 2010

—®——% “T-TF -¥—F -T-TF

HK$'000 HK$’000 HK$'000 HK$'000

FRET TR FRET TR

260,920 204,288 796,745 932,067

EEESUEBTIRUINERRSL - THER
EFHERITIEEERER - BERIINERR
BE-T——F+ZA=1+—80  TRKIME
BEHENALERTRAH - ARREFHNER
Re BE_FT-FTF+-_A=1t—RH %%
EH A KA R TR BN o
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FINANCIAL INSTRUMENTS (coNTINUED)

5.

TRl T A (&)

Financial risk management objectives and policies
(CONTINUED)

B mBREE I B R ()

Currency risk (continued) E#m ks (1E)
Sensitivity analysis R E T

The following table details the Group’s sensitivity to a 10%
(2010: 10%) increase and decrease in RMB against USD.
10% (2010: 10%) represents management’s assessment of
the reasonably possible change in foreign exchange rates.
The sensitivity analysis includes only outstanding foreign
currency denominated monetary items and foreign currency
forward contracts and adjusts their translation at the end of
the reporting period for a 10% (2010: 10%) change in foreign
currency rates. A positive number below indicates a decrease
in post-tax loss (2010: increase in post-tax profit) where RMB
strengthen 10% against USD for the both years. For a 10%
weakening of RMB against USD, there would be an equal and
opposite impact on the post-tax loss (2010: post-tax profit)
and the balances below would be negative.

TEREFMAIIEASEENARB L EZTH
B/ B2E10% (—E—FF : 10%) WBRAE -
10% (ZZF—ZF : 10%) AR E 1B L INE
[ERBF RS FMTE - BEDMERIEI
INESEHME G TR B KNS RBIS A9 FREHAR
HIEREION(ZZE—ZF : 10%) FAE - LA
THIESERRARK LETEMEHIHELOS
NEREERD (ZE—ZF : BERFEM)
B e AR HETREL0%  FiEEE
(Z2—2F : Figed) BEHRERR
2. MUATHERBESEEH -

2011 2010
—B——-% —F-IF

HK$'000 HK$'000

FET FAT

Post-tax loss (2010: post-tax profit) HEEE(ZZ2—2F : figns) 41,280 18,638

Note: This is mainly attributable to the exposure on outstanding USD
bank balances, receivables, payables and bank borrowings of the
Group at the end of the reporting period.

Biet - ERRREAEERREPRREEASTAE
ZRITRERR ~ MR e FRIUA R RITIE R 2 B

B -

Credit risk EERE
The Group’s credit risk is primarily attributable to trade AEENEERREERGEKEZERR H
receivables, other receivables, notes and bills receivables, AR K « BN EIE R ERE - BEIEHIRTTE

pledged bank deposits, 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 2011 and 2010 in relation to each class of
recognised financial assets is the carrying amount of those
assets as stated in the consolidated statement of financial
position.

o ARERTTAEER o

AEBRHF I AEETEEMN T ——F
k—ZE-—ZF+_HA=1t—"BiESREERE
REEMBAX ZBERNEERR - RIS
MBBIMR KR AR EEEZ REE °
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FINANCIAL INSTRUMENTS (coNTINUED)

51

TRIT A (&)

Financial risk management objectives and policies
(CONTINUED)

Credit risk (continued)

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 the end
of the reporting period to ensure that adequate impairment
losses are made for irrecoverable amounts. In this regard, the
directors of the Company consider that the Group’s credit risk
is significantly reduced.

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 customers. As at 31 December 2011, two
(2010: three) customers amounted HK$81,130,000 (2010:
HK$68,182,000) comprised approximately 77% (2010:
62%) of the Group’s trade receivables. These customers are
within the same mobile phone technology industry in the PRC.
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.

BB EE A B R ()

FEmE ()

BEREEERR AREETEEERIKA
BEEEEERSE FEBRULEMGEREFZ
BB B A R RE 2 SR ER R HR B D B BA(E TS © 1t
oh - REBEERHEHRENE B HRUSRR
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BRRERE - Sl E - AEEEZERAAR
SEEERREBREZRE o
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FINANCIAL INSTRUMENTS (coNTINUED)

5.
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Financial risk management objectives and policies
(CONTINUED)

Liquidity risk

In the management of the liquidity risk, the Group monitors
and maintains a level of cash and cash equivalents deemed
adequate by the management to finance the Group’s
operations and mitigate the effects of fluctuations in cash
flows. The management monitors the utilisation of bank
borrowings and ensures compliance with loan covenants.

As at 31 December 2011, the carrying amount of bank
borrowings amounted to HK$511,472,000 (2010:
HK$640,335,000). All such bank borrowings included a
repayment on demand clause exercisable at any time by the
relevant banks. In accordance with the scheduled repayment
dates set out in the loan agreements, the aggregate principal
and interest cash outflows amounted to HK$513,720,000
(2010: HK$644,512,000) repayable within 3 months.
However, shall the relevant banks exercise their rights to
demand immediate repayment, the principal amounts of
these bank borrowings amounted to HK$511,472,000 (2010:
HK$640,335,000) will be repayment on demand. Taking
into account the Group’s financial position, the directors of
the Company do not believe that it is probable that the banks
will exercise their discretionary rights to demand immediate
repayment.

The directors consider that liquidity risk is limited after
considering the future cash flows of the Group in the
foreseeable future, including the repayment schedule of bank
borrowings as discussed above and the short-term liabilities
which are required to repay within three months from the end
of the reporting period. The Group manages liquidity risk by
maintaining adequate reserves by continuously monitoring
forecast and actual cash flows and matching the maturity
profiles of financial assets and liabilities.

B mBREE I B R ()

REEL/mEE

ERERPDECARTH  ~AEESERNER
RekReFEREREEZER/TRHKX
FoARNAKEZEMRS - LD RSN
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LRI A (&)

Financial risk management objectives and policies
(CONTINUED)

Interest rate risk

The Group is exposed to cash flow interest rate risk in relation
to variable-rate bank borrowings and bank balances.

The Group currently does not have a cash flow interest rate
hedging policy. However, management closely monitors its
exposure to future cash flow risk as a result of change on
market interest rate and will consider hedging changes in
market interest rates should the need arise. A 100 basis point
(2010: 100 basis point) change represents management’s
assessment of the reasonably possible change in interest
rates.

The Group’s cash flow interest rate risk is mainly concentrated
on the fluctuation of London Interbank Offered Rate
(“LIBOR") arising from the Group’s variable interest rate bank
borrowings.

Sensitivity analysis

The management considers that the Group’s exposure to
future cash flow risk on variable-rate bank balances as a result
of the change of market interest rate is insignificant and thus
variable-rate bank balances are not included in the sensitivity
analysis.

The sensitivity analysis is prepared assuming the financial
instruments outstanding at the end of the reporting period
were outstanding for the whole year. If the interest rate of bank
borrowings had been 100 basis point (2010: 100 basis point)
higher/lower and all other variables were held constant, the
Group’s post-tax loss for the year ended 31 December 2011
would increase/decrease by HK$3,970,000 (2010: post-tax
profit decrease/increase by HK$5,597,000). This is mainly
attributable to the Group’s exposure to interest rates on its
variable-rate bank borrowings.
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5. FINANCIAL INSTRUMENTS (conTINUED) 5. ®@MITHEH(E)
Fair value ATE
The fair value of financial assets and financial liabilities is TRIEEMEMBEL ATFEIDMIZARNERE
determined in accordance with general accepted pricing BABBITIRIBSREDNT TUAERE °
models based on discounted cash flow analysis.
The directors consider that the carrying amounts of financial BERA  REAUBEHRERP ABEEK AT R
assets and financial liabilities recorded at amortised cost in ZEeRMEEMERAE 2 RAERE QN TERE
the consolidated financial statements approximate their fair e
values.

6. REVENUE 6. WA
Revenue represents the amounts received and receivable for WAIEE EEMINBRRER N WFTE KR
goods sold net of returns. BRSK ©

7. SEGMENT INFORMATION 7. pEER

Information reported to the executive directors of the
Company, being the chief operating decision maker, for the
purposes of resource allocation and assessment of segment
performance focuses on types of goods delivered.

The Group is currently organised into four reportable and
operating segments-sale of handsets and solutions, sale of
display modules, sale of wireless communication modules
and property development. These reportable and operating
segments are the basis of the internal reports about
components of the Group that are regularly reviewed by the
executive directors in order to allocate resources to segments
and to assess their performance.

During the year ended 31 December 2011, property
development operating activity has become substantial to
the Group, therefore it is reported as a new reportable and
operating segment. Figures in the segmental information
for year ended 31 December 2010 have been restated for
comparative purposes only.

Segment revenues and results
The following is an analysis of the Group’s revenue and results
by reportable and operating segment.

HRERDER D BEREFEAARBNTES
(EBLERRE)ME2ER  DERINE
BRI M 27

AEBRFEOBENET 2R R LENE-HE
FHRARRTE - ﬁﬁ’%ﬂﬁﬂ'\ﬁb‘% H & AR
AR EMER R - BN 2REEENER

HITESEHEMZABEASBAEKBL ZA
BwE - AP RERT A RLFERR

RBE-Z——F+_A=+—RHLEFE ¥
EERKEEDHAEENS 3F%Ezz S&Z%
WA RMEERNEEDH - #HE
ZE+_A=+—HILFEZS %ﬁéﬂ%@i,&
BEY)  HEEHRLEZA -

SEBA R
TEAREBRTSHRLES
HA -

BZWARE
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7. SEGMENT INFORMATION (CONTINUED) 7. DEER(E)

Segment revenues and results (CONTINUED)

For the year ended 31 December 2011

L ONES ¢ )
BE—F——F1-FA=1—HULFE

Sale of Sale of
handsets Sale of wireless
and display communication
solutions modules modules Property Segment
HETHR HE HEES  development total  Elimination Consolidated
BARR BERER EER NERR PEEE Hiss &a
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Tign Fin Ti#n Ti#n TiEn TiEn Tign
Revenue WA
External sales HINEE 2,608,071 132,454 593,574 - 3,334,099 - 3,334,099
Inter-segment sales PEREHE - 200,403 - - 200,403  (200,403) -
Total s 2,608,071 332,857 593,574 - 3,534,502 (200,403) 3,334,099
Segment (loss) profit 28 (BR) & (9,722) (35,009) 10,529 (6,244) (40,446) - (40,446)
Other income HiA 31,433
Corporate expenses GIEFT (39,576)
Gain from changes in REMENTE
fair values of 2Els
investment properties 17,702
Finance costs BERK (10,739)
Loss before taxation BIAIEE (41,626)
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2 EER (&)

Segment revenues and results (CONTINUED)
For the year ended 31 December 2010 (restated)

L ONES ¢ )
Br —F—FFF_H=+—HIFFE(&KE
1)

Sale of Sale of
handsets Sale of wireless
and display communication
solutions modules modules Property Segment
HEFHKR HE HEES  development total  Elimination  Consolidated
BRER BTER BER MEER NEEE Hisa )
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Tir Tix TiEx T T Tir Tir
Revenue WA
External sales HINEE 3,170,208 142,129 721,694 - 4,034,031 - 4,034,031
Inter-segment sales PERHE = 52,580 = = 52,580 (52,580) -
Total g 3,170,208 194,709 721,694 - 4,086,611 (52,5800 4,034,031
Segment profit (loss) PERF (B8) 203,764 (5,339) 69,663 (2,653) 265,435 - 265,435
Other income HiA 20,710
Corporate expenses A% (24,363)
Gain from changes REMEATE
in fair values plen
of investment properties 15,310
Finance costs BEKA (10,288)
Profit before taxation BN A 266,804

The accounting policies of the reportable and operating
segments are the same as the Group's accounting policies
described in note 3. Segment result represents the profit
earned or loss incurred by each segment without allocation
of gain from changes in fair values of investment properties,
rental income, interest income, other income, corporate
expenses and finance costs. This is the measure reported to
the executive directors for the purposes of resource allocation
and performance assessment.

Inter-segment sales are charged at mutually agreed terms.

AEET 2HNEED 2 G BRERK T
IR AKE 2 FFTBORMAR - DBREEREK
B—0RERDEREVEATEZBWE
BB - FEKA - A - RARRAX R
BERA 2GR TEE 2 KR - 1)
HERDELFERAEMARTESELRS
ZIE

7 RERSH SR B E 2 FHRRE -
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7. SEGMENT INFORMATION (CONTINUED) 7. DEER(E)
Segment assets and liabilities THEENRARE
The following is an analysis of the Group’s assets and liabilities TR AEFIZAI 2RI EEDFEIDHNE
by reportable and operating segment: ERBEIN :
At 31 December 2011 R-E——fF+=-H=+—H
Sale of Sale of
handsets Sale of wireless
and display  communication
solutions modules modules Property
HEFHR HE HERSZ  development  Consolidated
S BETER BAER NERR &e
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
ThEx ThEL ThRL Thn TaRL
Segment assets PEEE 1,795,330 359,119 378,461 255,162 2,788,072
Investment properties RENE 273,023
Property, plant and equipment ER S 3,467
Deferred tax assets ERREEE 17,946
Available-for-sale investments EHERE 16,605
Deposits paid for property, plant wE  BER
and equipment RiEZIziEe 11,680
Other receivables, deposits and EthEKES - ke
prepayments RERFE 57,968
Pledged bank deposits BEBFIER 171,890
Bank balances and cash RTERRRE 500,817
Consolidated assets GREE 3,841,468
Segment liabilities PEEE
— attributable to sale of display —HEBTEREN
modules - 300,438 - 300,438
— attributable to property development -MELEREE - - - 50,246 50,246
— attributable to operating segment —HEBTERR
other than sale of display modules NEBRIIMIEE
and property development (note) PR (H2) 737,642
1,088,326
Other payables, deposits received EtEER - Eldge
and accruals RIEEE 110,303
Bank borrowings RIS 511,472
Tax payable JEfRE 5,214
Deferred tax liabilities EREHERRE 51,263
Consolidated liabilities GaffE

1,766,578
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7. SEGMENT INFORMATION (CONTINUED) 7. DEER (&)
Segment assets and liabilities (coNTINUED) PEEEREE (E)
At 31 December 2010 (Restated) R-F—FFf— H=+—FH(KEZ)
Sale of Sale of
handsets Sale of wireless
and display  communication
solutions modules modules Property
HEFHER HE HEES  development  Consolidated
S BrER BN NEEE )
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TAL TAL TAL TAL TAL
Segment assets PEEE 1,068,903 254,929 161,450 124,905 1,610,187
Investment properties REME 243,832
Property, plant and equipment ER T ES 186
Deferred tax assefs ERREEE 9592
Available-for-sale investments AEHERE 15,876
Deposits paid for property, plant wE - BER
and equipment X Ee 20,226
Other receivables, deposits and HiEWRER - Ze
prepayments RERFE 100,073
Pledged bank deposits BERRTEN 616,828
Bank balances and cash RTEBRRES 534,522
Consolidated assets GEEE 3,151,322
Segment liabilties NEAR
— attributable to sale of display —HEBRERER
modules - 88,539 - - 88,539
~ attributable to property development ~MEZEES - - - 679 679
— attributable to operating segment ~HEBTERR
other than sale of display modules MELRIINIEE
and property development (note) DR (H2) 482,418
571,636
Other payables, deposits received HtEMRR - Elike
and accruals RIESTE 47,625
Bank borrowings RITfEE 640,335
Tax payable FERFIE 29,488
Deferred tax liabilities EREREAE 43,148

Consolidated liabilities TRAR 1,332,232
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7. SEGMENT INFORMATION (CONTINUED)

2EER (F)

Segment assets and liabilities (coNTINUED)

Note: Liabilities attributable to reportable and operating segments
other than sale of display modules and property development
represented payables to common suppliers of the reportable
and operating segments other than sale of display modules and
property development, which cannot be allocated to the respective

segments on a reasonable basis.

For the purposes of monitoring segment performances and
allocating resources between segments:

o all assets are allocated to reportable and operating
segments other than investment properties, certain
property, plant and equipment, pledged bank deposits,
bank balances and cash, deposits paid for property,
plant and equipment, available-for-sale investments,
deferred tax assets and certain other receivables,
deposits and prepayment. Assets used jointly by
operating segments are allocated on the basis of the
revenues earned by individual operating segments; and

° other than liabilities specifically identified for reportable
and operating segments on sale of display modules
and property development, the remaining liabilities
are allocated between payables jointly consumed by
reportable and operating segments on sale of handsets
and solutions and sale of wireless communication
modules and corporate liabilities. Corporate liabilities
include other payables, deposits received and accruals,
tax payable, bank borrowings and deferred tax
liabilities.

TREERAE(H)

Mzt - HERTRBEMERRIANZT2RREED
BREIEZAE  RHERTRR RN ERRIAIN
ZARRREES P2 EBEMERE - &
ERREEARIREAWAE

REEDBRARDEIBEER :

s KBREME ETUE BELRE-
EEMRITER  RITEHRIRE - 5
ME - BERRBAXN2EE - AIH
HERE  BERBEEENRE THME
WHRS ~ e RIANRIBIAIN - FAEE
ENDRERE2BRRLEENE - £ED
BHAREANEERS L EDEMRR

A DL + K
s KEREEAHERTERIMEER

ZAIEmEEBENBRZAGI  HRA
EEDBLE M HE T HMERRTT REH
EERGBABRRZAZRRZEDEH
FUORREZ EMERK - UREEERE - B
XAEEREMENER  2kRiRER
FERTRRIE - [ENHIR - SRITEE RIRITE
BEAE -
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7. SEGMENT INFORMATION (CONTINUED) 7. DEER(E)
Other segment information HitnpEER
For the year ended 31 December 2011 BE_ZF——Ff+_F=1+—HILFE
Sale of Sale of
handsets Sale of wireless
and display communication
solutions modules modules Property
HEFHEK #E $HEEE  development  Unallocated  Consolidated
BARR BRER B NERE RAE &e

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TEn TR FRr TR TR TR

Amounts included in the EHENEEEY

measure of segment profit ~~ PEAESK

or loss or segment assets: MEHE :
Additions of property, NENE  BE

plant and equipment B 231,219 80,578 64,172 559 1,253 377,781
Additions of intangible NEEWEE

assets 97,373 - 88,350 - - 185,723
Depreciation of property, ¥ BER

plant and equipment B 27,999 12,903 10,229 383 255 51,769
Amortisation of intangible B AERE

assets 130,288 - 57,091 - - 187,379
Amortisation of land use T AR i

rights 1,560 186 339 - - 2,085
Reversal of allowance AEREERD

for bad and doubtful debts 10,167 - - - - 10,167

Write-down of inventories FEMR 22,293 3,354 6,078 - - 31,725
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7. SEGMENT INFORMATION (CONTINUED)

7. 7EER (&

)

Other segment information (coNTINUED)
For the year ended 31 December 2010

Hitvn BEHR ()

HE—FT—FEf = —AIEE

Sale of Sale of
handsets Sale of wireless
and display communication
solutions modules modules Property
HEFHK HE HEES  development  Unallocated  Consolidated
| VIES BTER AR MEER AR Ee
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
AT AT AT TET AL THT
Amounts included in the EHEN BTN
measure of segment profit ~~ PBEAESK
or loss or segment assets: MEE -
Additions of property, NENE - BE
plant and equipment PE 97,863 8,054 16,956 - 1,536 124,409
Additions of intangible NEBWEE
assets 123,576 - 40,498 - - 164,074
Depreciation of property, n¥ - BER
plant and equipment B 26,565 12,622 4,122 = 231 43540
Amortisation of intangible B AERE
assets 128,171 - 40,617 - - 168,788
Amortisation of land use T E S
rights 1,713 204 373 - - 2,290
Allowance for bad and RAERAETE
doubtful debts, net 10,115 525 - - - 10,640
Write-down of inventories FEHR 3,658 1326 1,529 - - 6,513
Revenue from major products REEXEEMRPIBA
2011 2010
—E——F —T-EF
HK$'000 HK$'000
FEx FHEIT
Sale of handsets and solutions SHEFH MR TR 2,608,071 3,170,208
Sale of display modules SHE BN RS 132,454 142,129
Sale of wireless communication modules — $5% 4R E R 593,574 721,694
3,334,099 4,034,031




RANKEEERAR —F——FFH

Notes to the Consolidated Financial Statements
IR SRR

For the year ended 31 December 2011

He=2 - t=HSE=HIEEE

7. SEGMENT INFORMATION (CcONTINUED)

2 EER (&)

Information about major customers

Revenue from customers of the corresponding years
contributing over 10% of total sales of the Group, each
deriving revenue from the Group's reportable and operating
segments other than property development segment, are as

follows:
Customer A ZEA
Customer B =FB

! The corresponding revenue did not contribute over 10% of total
revenue of the Group.

These customers are within same mobile phone technology
industry in the PRC.

Geographical information

The Group’s revenue and non-current assets are substantially
located in the PRC, the country of domicile from which the
group entities derive revenue and hold assets. Accordingly, no
further analysis is presented.

EREEFEFHNER
RIBEFREEAEERHERBEIB10%NES
WA - AREAREERYEERDBINA 2
BREESBRWT

2011 2010
—g——F —2-%F
HK$'000 HK$'000
Tt Tt
N/ATRER ! 817,035
949,104 N/ARER!

! FARBRAEAEEZLA 10% FIAT ©

ZERFPHBTER BB FHRRMES -

REBWARIERBEELTEREFTE - AIA
SEEFWRARFAEEZPAER - Fit - I
EE25E—F D
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8. OTHER INCOME

8. HKA

Refund of VAT (Note 1)
Government grants (Note 2)
Interest income earned
on bank balances
Rental income (Less: outgoings
of HK$1,625,000
(2010: HK$1,077,000))
Others

Notes:

AR (M 1)
B TE B YA (F17E2)
SRITHE RN
FEWA
S WA
(Rt + 21,625,000 77T
(ZZ—Z 4 : 1,077,000/87T))
HAfb

Htsz -

2011 2010
—g——F  —T-TF
HK$’000 HK$'000
T T
12,695 18,588
10,237 65,539
18,569 8,994
12,864 11,101
1,605 2,473
55,970 106,695

(1)

Shanghai Simcom Limited (“Shanghai Simcom”), Shanghai
Speedcomm Technology Limited (“Shanghai Speedcomm”) and
Shanghai Simcom Wireless Solutions Limited (“Simcom Wireless”),
wholly owned subsidiaries of the Company, are engaged in the
business of distribution of self-developed and produced software.
Under the current PRC tax regulation, they are entitled to a refund
of VAT paid for sales of self-developed software in the PRC.

The amount includes HK$9,420,000 (2010: HK$35,817,000)
unconditional government grants granted to encourage for the
Group’s research and developments activities in the PRC.

During the year ended 31 December 2011, the Group received
government grants of HK$18,940,000 (2010: HK$27,648,000)
towards the cost of development on wireless communication
modules and mobile handset modules in Shanghai and Shenyang.
The amounts are transferred to other income to match actual
expenditure used in research and development activities and
HK$817,000 (2010: HK$29,722,000) was recognised in the profit
or loss during the year. As at 31 December 2011, an amount
of HK$47,028,000 (2010: HK$27,349,000) remains to be
unamortised and included in other payables.

ARAZ2EMBRARFEBRESKM(LE)AF
RAR(TLEHER]) - BB LEBARKMNE
RAR ([ EERMBE]) RSB EERHR (L8)
ERAR(THABER]DOUEIHBTRER
HEENEM - RIBPERTZRBEESR - £FE
MHEBTREZEMEANZBERTZAR
e

It & #E B IR IR 2 BRATIR B A9,420,000/8 7T
(ZZE—F4 : 35,817,000 7T) * NHEARKE
PR B EEE) -

AEERBE_T——F+_A=t+—HL*F
EREGEATIE B KA 18,940,000 T (=T —F
£ : 27,648,000/ 7T ) © BIER L RILEFHE
BEBMRRRTFRERBREAKA - 280
BEREEMEANEAMAEESNERFX
817,000 ;T = & — & 4 : 29,722,000 %
T ERFRAERR/BE - R-"F——F+_H
=+—H ' —%47,028000& (= —FF :
27,349,000/8 7T) Ky IR DA RE S B 5t A K
b FE S BR A o
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9. OTHER GAINS AND LOSSES 9. HithzmKEE
2011 2010
—ET——F —E-TF
HK$’000 HK$'000
FHERT FHET
Loss on disposal of property, HEYE - BE
plant and equipment WE P ki (69) (74)
Net foreign exchange gain HNGE Y 2 R 23,382 22,963
Changes in fair values of HEMENTELZLE)
investment properties 17,702 15,310
Allowance for bad and doubtful debts ~ RIZEBRRE 5 - (11,051)
Reversal of allowance for bad REBIRBEER D
and doubtful debts (Note) (H15%) 10,167 411
51,182 27,559
Note: During the year 31 December 2011, reversal of allowance for bad Hiet: REBEE=T——F+-_A=+—HLEFE" R
and doubtful debts of HK$10,167,000 (2010: HK$411,000) is 3 HF B 45 8 210,167,000 T ( — T — T4 ¢
recognised upon the settlement of trade receivables which are 411,000 77T ) B R UCE 78 55 5T B R R E A 8
impaired in the previous periods. B SRR FER ©
10. FINANCE COSTS 10. BEMA

Interests on bank borrowings

wholly repayable
within five years

ASNN

S by X

o) 8
o Y

TS
N

i
\
)
2
i

2011
—E——F
HK$'000
TR

10,739

2010

—ETF

HK$’000
TR

10,288




2

SIM Technology Group Limited Annual Report 2011

Notes to the Consolidated Financial Statements
iRE SRR MEE

For the year ended 31 December 2011

2 T = e e i

. DIRECTORS’ AND EMPLOYEES’

EMOLUMENTS

11. EERESME

Directors’ emoluments
The emolument paid or payable to each of the directors were
as follows:

ESME
RAERERCNAENZMESIT

For the year ended 31 December 2011
BE-E——5+-A=+-ALFE

Retirement
benefits
scheme
Salaries and Share-based contributions Total
Directors’ fees  allowances Bonus payments EMEF  emoluments
EEHE FMRER L URGBHAR BEGE “Me
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THEr THEr THERr THERr THERr THERr
(Note 1)
(1)

Executive directors HTES

Ms Yeung Man Ying X BT - - - - - -

Mr Wong Cho Tung TEREE - - - - - -

Mr Wong Hei, Simon ITBLE - 581 - - - 581

Mr Zhang Jianping RRIFHAE - 1,162 1,815 1,421 74 4,472

Ms Tang Rongrong ERpzt - 508 242 553 3 1,306

Mr Chan Tat Wing, Richard ~ BRiZ58 % A& - 1,300 - 540 60 1,900

Independent BIEHTES

non-executive directors

Mr Dong Yunting (Note 2) ~ EERELAE (H1722) 91 - - - - 91

Mr Liu Hing Hung BEELE 156 - - - - 156

Mr Xie Linzhen HBRCE 156 - - - - 156

Mr Zhuang Xingfang (Note 2) 177 84 (#7172 2) 65 - - - - 65

468 3,551 2,057 2,514 137 8,727

Notes: Hiaz -

(1) Incentive performance bonus for the year ended 31 December (1) BE-_T——F+t-_A=1t—HItFEzXRF#E
2011 was determined by the remuneration committee having Bt R MEEeREREE 2 RIANAE
regard to the performance of directors and the Group’s operating B2 B EEMETE ©
results.

(2)  Mr Zhuang Xingfeng resigned as independent non-executive (2) ETAREER=ZT——F~A—BBEBEILE

director on 1 June 2011 and Mr Dong Yunting was appointed as
independent non-executive director on 1 June 2011.

MITEER  METERENR-F—
—RERERBIUIFRTES -

—%RXA
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11. DIRECTORS’ AND EMPLOYEES’

EMOLUMENTS (conTINUED)

11. EEREEME (&)

Directors’ emoluments (CONTINUED)

EEMe (B

For the year ended 31 December 2010
HECZ-TZHE+-A=1+—RAIFE

Retirement
benefits
scheme
Salaries and Share-based contributions Total
Directors’ fees  allowances Bonus  payments  R{KER  emoluments
EZe  HWRER T ARG BE 5 Be
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THT THT THT THT THT THT
(Note)
(#iiz)
Executive directors HITES
Ms Yeung Man Ying X BT - - - - - -
Mr Wong Cho Tung THEREE - - - - - -
Mr Wong Hei, Simon TELE - 553 - - = 553
Mr Zhang Jianping wEFLE - 1,106 1,382 1,423 64 3,975
Ms Tang Rongrong ERpTt - 484 346 541 10 1,381
Mr Chan Tat Wing, Richard ~ BRiE& %4 - 1,300 - 526 60 1,886
Independent BIUEHTES
non-executive directors
Mr Liu Hing Hung BEESE 156 - = = - 156
Mr Xie Linzhen HBRTE 156 - - - - 156
Mr Zhuang Xingfang FEIhEE 156 - - - - 156
468 3,443 1,728 2,490 134 8,263
Note: Incentive performance bonus for the year ended 31 December Weg: BEZZT—TF+-A=+—HILFEZRRE
2010 was determined by the remuneration committee having BEARHFMEESeKEREST 2 REARASE
regard to the performance of directors and the Group’s operating B 7 @EEEMET -

results.
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11. DIRECTORS’ AND EMPLOYEES’
EMOLUMENTS (coNTINUED)

11. EEREEME (&)

Employees’ emoluments

The five highest paid individuals included three (2010: three)
directors for the year ended 31 December 2011, whose
emoluments are included in the above. The emoluments of
the remaining two (2010: two) individuals are as follows:

Salaries and allowances e KoERL

Bonus TEAL

Share-based payments AR& 2 15 5%
Retirement benefits RIRFEFIETBI R

scheme contributions

Their emoluments were within the following bands:

EEME
HE-_ZT—F+-_A=+—HILEFE A&
ERTMALTERE=2(ZF—FF: =R)E
E HMEEIREX - B TME(ZE—ZF
F:MB)ZaTMATZBMEOT ¢

2011 2010
—g—-F —2-%F
HK$’000 HK$'000
i Tt
726 968

1,678 1,405

627 536

87 127

3,118 3,036

1’52 S EA TATSIEE

2011 2010

—B-——F  —T-FF

Number of Number of

employees employees

EEAH EEAH

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

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

AEE  AEBETRAEMNEEKARRH
A EXAHEABE - (ERBEEFENALRE
EESEEINPNESEES D &S AN pA == CIEA
T8 AR S TERIFIRE R RERAE - 1
ZMERBEEEREALEAHE -



RANKEEERAR —F——FFH

Notes to the Consolidated Financial Statements
IR SRR

For the year ended 31 December 2011

He=2 - t=HSE=HIEEE

12. TAXATION (CREDIT) CHARGE

12. B (5F A) HIBR

PRC Enterprise Income Tax A SEFTIS AR
(Over)under provision in PRC BAEFERBEEMSH
Enterprise Income Tax (FB%R) TR BB

in prior years

Deferred tax credit (Note 21) BER AT A (K72 21)

Income tax (credit) expense for the year ANGEEFTER (5 A) L H

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 PRC
subsidiaries registered as wholly foreign owned enterprises
are exempted 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. Shanghai Simcom is classified as
Key Production Enterprise and is entitled to use an applicable
tax rate of 10% for each of the year ended 31 December
2011 and 2010 respectively. Two other wholly-owned
subsidiaries of the Company, Shanghai Suncom Logistics
Limited (“Suncom Logistics”) and Max Vision (Shanghai)
Limited (“Shanghai Max Vision”) are entitled to adopt a tax
rate of 24% (2010: 22%) because they were registered in
the area of Shanghai Wai Gao Qiao Free Trade Zone £i&4h
SR . Shanghai Sunrise Simcom Limited (“Shanghai
Sunrise Simcom”) and Smartwireless Technology Limited
are classified as New and High Technology Enterprise and
are entitled to adopt a tax rate of 15% for both years. The
tax charge provided has been made after taking into account
these tax incentive.

2011 2010
—g——%  —2-%TF
HK$’000 HK$'000
Tt TBTT
5,014 28,286
(16,815) 1,788
(11,801) 30,074
(1,773) (894)
(13,574) 29,180

RHRARBREMBARNESBL BELER
Boas A o Lk 4 A R M8 AR BB 1S A
B o

RBHEZABEARNER - £ BEM AN
BEECEZTEMNBEAR S B EENFERL
FTRE - AEHRRAMTBEERMAEH - AR
=“FAMREEMBHERRBFER - BE-T
— FRZFE-TET_A=+—HIEFEF
FoLBREBORRNR [EHEELE]
WHEEZFA10%HERBE - ARREMRZE
2EMBAR LERENEEFERAR (12
RHva ) REGAET (L8 ARAR (T L8
B ) mRE D8I ERARTREM - Bt
R 24% (—F—F4F : 22% ) KM BT
B - LEREARBEFRRARAR (L
BREFEE ) NI REA T EMRBR AR
BB (S RMEE ] AEMEFEERES
F15% EERABEK - HIARXBEET RZE
TS ER o
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iRE SRR MEE

For the year ended 31 December 2011

R = e S T

o

12. TAXATION (CREDIT) CHARGE (coNTINUED)

12.

BIE (Gt A) 1B (&)

Under the Law of the People’s Republic of China on
Enterprise Income Tax (the “EIT Law’) and Implementation
Regulation of the EIT Law, Enterprise Income Tax rate of
the Group’s certain subsidiaries in the PRC increased from
15% to 25% progressively from 1 January 2008 onwards.
The relevant tax rates for the Group’s subsidiaries in the PRC
ranged from 10% to 25% (2010: 10% to 25%).

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

statement as follows:

(Loss) profit before taxation

Taxation at the PRC income tax
rate of 25% (2010: 25%)

Tax effect of expenses not
deductible for tax purpose

Tax effect of income not taxable
for tax purpose

Tax effect of tax losses not recognised

(Over)underprovision in respect
of prior years

Utilisation of tax losses previously
not recognised

Effect of tax exemptions granted
to PRC subsidiaries

Income tax on concessionary rate

Taxation (credit) charge for the year

BRILAT (B51R) i Al

RR RS HBIE 25%
AE(ZT—FF : 25%)

TRMBZ AR 2 HBTE

BARNZBAZRBHE

RERMIEEIR R E
BEFE (B TRRE

BRBERER ZHBER

hEME ARG
ZEE

BEEEREAE ZMAEH

AREFZHIA (FEA) kR

RBCHEARKMBBEPAETUE) ([REFR
BEED REEABRENERAR - B—F
ENF—A—BBAEENE THEMEQR
REPTISTHA 15% EIEE 25% © AEBHHE
MIEARIMBENREER10% E25% (—F—
TE : 10% £25%) °

AEEHIAGEA) HREER S RS RTAIRZ
BRAEAT (B8 ) AS BRI T -

2011 2010
—g——F  —2-TF
HK$’000 HK$'000
Tt T
(41,626) 266,804
(10,407) 66,701
5,852 10,858
(9,262) (10,907)
31,658 7,141
(16,815) 1,788
(2,411) (22,698)
(9,629) (12,664)
(2,560) (11,039)
(13,574) 29,180
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13. (LOSS) PROFIT FOR THE YEAR

13. XFE (B1R)&F

117

(Loss) profit for the year is arrived at

after charging (crediting):

Auditor’'s remuneration
Amortisation of intangible assets
(included in cost of sales)
Less: Amount capitalised
in development costs

Amortisation of land use rights

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

Write-down of inventories
(included in cost of sales)
Costs of inventories recognised as

expenses (included in cost of sales)

Staff costs:

Directors’ emoluments (Note 11)

Other staff costs

— Salaries and other benefits

— Retirement benefits
scheme contributions

— Share-based payments

Less: Amount capitalised in
development costs

RNEE (E18) %A
B (GTA) ¢

SRR N &

BN EE#H
(FTASHERA)

B EEAMEFEKA

T b PR

ME - BB RRETE

B BEAMERFEA

TFE MR
(FHASHERA)
R AR MFERA
(FEASHERA)

BT
ES=Me (HE11)
Hih 8 TAA
—TEREMER
— BRI BIHESR

— BABA 3R

B BEAMEFEA

2011 2010
—g-——5 —T-TF
HK$’000 HK$'000
FRTL FHT
2,000 1,950
187,379 168,788
(1,421) (1,188)
185,958 167,600
2,085 2,290
51,769 43,540
(3,560) (3,130)
48,209 40,410
31,725 6,513
3,038,696 3,505,281
8,727 8,263
372,659 238,629
71,298 47,820
7,682 14,076
460,366 308,788
(147,952) (126,567)
312,414 182,221
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14. DIVIDENDS

14.

Dividends recognised as
distribution during the year:

2010 Final dividend,

paid — HK3.0 cents per share
2009 Final dividend,

paid — HK2.2 cents per share
Interim dividend, paid — HK1.0

cent per share

(2010: HK2.5 cents)

Final dividend of HK3.0 cents,
proposed and paid for the year
ended 31 December 2010

RENERLSD IR ZBE

EN-—ZE—=
REARR B — &A% 3.0 7811
BEN=ETNE
REARR B — &A% 2.2 711l
2 e B — A% 1.058 11
(ZZ—=4F : 25%()

RE-F-FF+-A
=+ B E R RIRN
ZRHRE SIR3.08

Note: The Board does not recommend the payment of a final dividend for
the year ended 31 December 2011 (2010: HK3.0 cents).

Haz -

Eﬁ/%\
2011 2010
—g—-% —2-F
HK$'000 HK$'000
FHET Tt
51,733 -
- 34,415
17,048 39,195
68,781 73,610
- 47,089

EFQUTERRNBEE_ZT——F+_H

=+ —RALEFEZRARE(ZF—FF :3.0%

fill) e
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IR SRR

For the year ended 31 December 2011
HE-ZT——F+t-A=+—HLFE

15. (LOSS) EARNINGS PER SHARE 15. & (&F#E) B2F
The calculation of the basic and diluted (loss) earnings per RN BIRCR FE (G AR AL AN N 8 (5518 ) & F T
share attributable to the owners of the Company is based on BUAT RS -

the following data:

2011 2010
—EB——fF —E—TF
HK$’000 HK$'000
FET FAT
(Loss) earnings (&E) BF
(Loss) earnings for the purposes of FTEEREARREE (BE) &)
basic and diluted (loss) earnings per 2 (&) BH| (ARFE
share ((loss) profit for the year /NG
attributable to owners of the Company)  (F&518) &A1) (25,478) 233,349
'000 ‘000
T T
Number of shares BHEE
Weighted average number of STEGRER (EE)
ordinary shares for the Bz AR i T 2K
purpose of the computation of
basic (loss) earnings per share 1,584,022 1,556,040
Effect of dilutive potential shares — share SEEFEHEAY () 2 52
options weighted average number —BERErEEREE
of ordinary shares for the purpose of  (J18) B H| 2 & i@A%
diluted (loss) earnings per share InHEF5 8 - 66,399
1,584,022 1,622,439
The computation of diluted loss per share for the year ended FEEE T ——F+-A=1+—HILFED
31 December 2011 does not assume the exercise of the FRESEEBIARRBRITEAR T A ERRE -
Company’s share options as it would reduce loss per share. EAE R TR EE
For the year ended 31 December 2010, weighted average BE_T—ZF+-A=1+—HBIEFE ' 55t
number of ordinary shares for the purpose of the computation #Hxﬁﬁék—’ﬂﬁﬁ 5 TR NEE SR
of diluted earnings per share had accounted for the effect of ABBHETE VIBRETE -

share options with dilutive effect.
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a5 E_ e
16. INVESTMENT PROPERTIES 16. REWZE
HK$'000
T
FAIR VALUE NF{E

At 1 January 2010 R-_E—ZTF—H—H 221,217

Increase in fair value recognised RIBETER 2 AT EE N
in profit or loss 15,310
Exchange differences fERZ=R 7,305
At 31 December 2010 RZEB—ZTFF+-_A=+—H 243,832

Increase in fair value recognised RIBETER 2 A FEL N
in profit or loss 17,702
Exchange differences fERZER 11,489
At 31 December 2011 R_ZE—F+_A=+— 273,023

The Group’s investment properties are held under medium-
term leases in the PRC. The investment properties are
commercial buildings located at 633 JinZhong Road,
Changning District, Shanghai, the PRC.

The fair value of the Group’s investment properties at 31
December 2011 and 2010 have been arrived at on the basis
of a valuation carried out on that date by Vigers Appraisal
& Consulting Limited, independent qualified professional
valuers not connected with the Group. The valuation was
arrived at by reference to the discounted cash flow projections
based on estimates of future cash flows, supported by the
terms of existing lease and reasonable and supportable
assumptions that represent what knowledgeable willing
parties would assume about rental income for future leases in
the light of current conditions, using discount rates that reflect
current market assessments of the uncertainty in the amount
and timing of the cash flows.

All of the Group’s property interests held under operating
leases to earn rentals or for capital appreciation purposes are
measured using the fair value model and are classified and
accounted for as investment properties.

As at 31 December 2011, the Group has pledged
investment properties having a fair value of approximately
HK$39,114,000 (2010: HK$36,303,000) to secure general
banking facilities granted to the Group.

AEBMUNTBEZ ZREMRDIRE S BEOR
B REMEDUNTE LM RERSERK
633MMHEAE -

REEREMER T ——FR-_T—ZTF
T A=t B QFERREREEEREE
BB & B IR B (LERM R & ERT AR
BRARNFEBETHEBEEZ - AET2E
ERARRBREN A FEfEFHEH RO ITIRA
TREFAER  YHRAAENGERINARE
B RABRIEHNRERSR - Mz ERERAIHRERM
BR BRI B RIER T2 RREER
HEWARRE - FIERNITRXRRTIZEH
AR R R LR E S E A EE L B AT
ity o

AEBRAEARLERERNAFELERDNE S
HENEEMEOME - REAAFHERAG
ERNBERARIBIEYE -

RoB——F+=A=+—0  AREZRE
MEH R TEA739,114,0008 T (ZE—F
% : 36,303,000 7T) E THEAF - ERAEE
BE—RBTREZBR -
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BE—ZT —SFt+t=-A=+-HLEZ
17. PROPERTY, PLANT AND EQUIPMENT 17. 1% - BEKZE
Equipment,
furniture
Leasehold and Plant
Construction improvements fixtures and Motor
in progress Buildings HEWE  REHH machinery vehicles Total
ERIR BT 3 REE HEREE "E @zt

HK$'000 HK$'000 HK$'000 HK$000 HK$000 HK$'000 HK$'000
e T TEL TEL TRL TEL e

COoST BA
At 1 January 2010 W=Z-%F-A—-H 17,145 167,129 4,786 183,199 283873 6,052 407,184
Exchange differences ExzR H41 5,278 138 5,766 911 175 12,809
Additions AE 42,173 104 163 12,859 67,280 1,830 124,409
Transfer & (22,641) 20,390 - - 2,251 - -
Disposals L& - - (416) (917) - - (1,333)
At31 December 2010 ~ W=F-FF

+-A=+-H 37,218 192,901 4671 200,907 99,315 8,057 543,069
Exchange differences Exz® 1,709 8,308 206 9,200 4,561 345 24,879
Additions NE 201,357 - - 24,596 148,749 3,079 377,781
Transfer EEES (173,261) 173,261 - - - - -
Disposals vt - - = (340) (24) (439) (803)
At31 December 2011 ~ W=F——F

+-R=1+—H 67,023 375,020 4,877 234,363 252,601 11,042 944,926
DEPRECIATION e
At 1 January 2010 WZ_Z-%%-A—-H - 19,921 4,126 112,416 11,366 3901 151,730
Exchange differences ExzR - 799 121 4,026 555 126 5,627
Charge for the year KEENE - 8,181 225 24,793 9,408 933 43540
Eliminated on disposals T &R 454 - - (416) (801) - - (1,217)
At31 December 2010 ~ W=F-FF

+=A=+-H - 28,901 4,056 140434 21,329 4,960 199,680
Exchange differences Exz® - 1,530 187 6,859 1,156 208 9,940
Charge for the year REEHE = 12,302 244 27,863 10,085 1,275 51,769
Eliminated on disposals ~ FAM BB 488 - - = (340) (22) (372) (734)
At31 December 2011 ~ W=F——F

+-R=1+-H - 42,733 4,487 174816 32,548 6,071 260,655
CARRYING VALUES REE
At31 December 2011 RAZF——%F

+ZA=1+-H 67,023 332,287 390 59,547 220,053 4971 684,271

At31 December 2010  M-ZF-TF
+ZA=1+-H 37,218 164,000 615 60,473 77,986 3,097 343,389
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HE-Z——Gt-ZA=+—HLLFE

. PROPERTY, PLANT AND EQUIPMENT

(CONTINUED)

17. M3 - BERHRE (F&)

Property, plant and equipment other than construction in
progress are depreciated on its cost less their residual values
on a straight-line basis at the following rates per annum:

Buildings 1EF
Leasehold improvements THEMFELELE

%

§

Equipment, furniture and fixtures &4 - R EES
Plant and machinery BB K zs
Motor vehicles U

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

As at 31 December 2011, the Group has pledged buildings
having a carrying value of approximately HK$74,428,000
(2010: HK$75,688,000) to secure general banking facilities
granted to the Group.

ME - BERRETIZERTRERIGEE
WIABARER THIFRITE -

5%

The shorter of the lease terms
and b5 years

THEHEAR & 5 F R 2 &R E

20% — 25%

10%

20%

AREE 2 TR AP B RETE R AR ERFR 40 %5
BrEREz T - ERTREERUR
PEERPZET

RZB——F+tA=+—H A£EEBEERK
HEREELN /74,428,000 T (ZF—FF :
75,688,000/ 7T) Z BT - ERAEBERS—
ARERTTREE Z F21R ©
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He=2 - t=HSE=HIEEE

18. LAND USE RIGHTS 18. 1 i fE FHEE
HK$'000
T
COST D%
At 1 January 2010 R_E—ZTF—H—H 86,588
Transfer from deposits paid a5 S L AR
for land use rights bivecia 11,678
Exchange differences ERZ=R 3,591
At 31 December 2010 R-BE—ZTF+_A=+—H 101,857
Exchange difference ERER 4,677
At 31 December 2011 RZZE—F+=A=+—H 106,534
AMORTISATION e
At 1 January 2010 R_ZE—ZF—H—H 3,289
Amortisation -3 2,290
Exchange differences ER=R 170
At 31 December 2010 R-BE—ZTF+_-_A=+—H 5,749
Amortisation -3 2,085
Exchange difference PERER 299
At 31 December 2011 R-_E—F+_-_HA=+—H 8,133
CARRYING AMOUNTS BREE
At 31 December 2011 RZF——FF+=—A=+—H 98,401
At 31 December 2010 R-BE—ZTF+_A=+—H 96,108

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

As at 31 December 2011, the Group has pledged land
use rights having a carrying value of approximately
HK$15,819,000 (2010: HK$15,464,000) to secure general
banking facilities granted to the Group.

ARE B B 2 T30 (8 AR T IR I FIFE 40 %5
B WHR B0 FHAF L

RZE—F+_A=+—H xEEZ L
i FAREM BRI (E 44 15,819,000 7L (=T —
T ¢ 15,464,000/57L) B T - (EAEASE
EES —MIRTTEVE 2 IR -
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&«

19. GOODWILL

19. B&

COST AND CARRYING VALUES R R IRHEE

HK$'000
TR

At 1 January 2010, 31 December 2010 R=—ZE—ZFF—F—H —BE—FF+-A=1+—H

and 31 December 2011

For the purposes of impairment testing, goodwill has been
allocated to the CGU of sale of handsets and solutions. The
recoverable amount of the CGUs has been determined based
on a value in use calculation. That calculation uses cash
flow projections based on financial budgets approved by
management covering a 5-years period and discount rate of
16.83% (2010: 17.27%). The cash flows beyond the 5-years
period are extrapolated having a steady 3% growth rate for
both years. The growth rate is based on the relevant industry
growth forecasts and average long-term growth rate for the
relevant industry. A key assumption for the value in use
calculation is the budgeted growth rate, which is determined
based on past performance and management’s expectations
for the market development. No impairment on goodwill,
as well as segment assets of sale of handsets and solutions
segment as disclosed in note 7, is noted. Management
believes that any reasonably possible change in any of the
assumption would not cause the aggregate carrying amount of
the above CGUs to exceed the aggregate recoverable amount
of the above CGUs.

R—F——F+=-A=+—H

28,321

RREASRN S  BEESIREFHRERT
RZBESELSEMN - FARSEEBM AR
ESEERBFERABENEETE - BHE
NAEREZEZNHEEAERIERSRE
TER  RMEFHALSTF  WFEM1683%(=F
—ZTF 1 17.27% ) HIBAIRE - BB FHR
MEHEHEEMTAEBEMNIVILR - LRIF
ERBREREITEEEEAMBEBITEESR
HigRE —([ERFAEENENERESRE
BEBERREEEEHMBRRERPENTEL
ERE - M7 AT WENBERHETF
BRERTRD BN DBEEELRE - B8
EHE(E  E Al g B AR NS BB it
ReELBMAERE FMRSELEBMME
AT AT Bl 58 -
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For the year ended 31 December 2011
HE-ZT——F+t-A=+—HLFE

20. INTANGIBLE ASSETS 20. BLEE

Licence  Development Technical Customer
fee costs know-how contracts Total
FARE RERA SHEH EFEH @t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FAEL BT AT TAL T
COST BA
At 1 January 2010 R-_Z—ZF—Hf—H 85,198 548,223 71,339 27,514 732,274
Additions NE 6,699 157,375 - - 164,074
Exchange differences Ex=E 1,822 15,329 = - 17,151
Write-off HisH - (156,840) = - (156,840)
At 31 December 2010 W_E-Z4+_A=1—H 93,719 564,087 71,339 27514 756,659
Additions NE 3,031 182,692 - - 185,723
Exchange differences Ex=ZE 2,889 25,815 - - 28,704
Write-off HisH - (385,294) = - (385,294)
At 31 December 2011 RZE——F+-A=1—H 99,639 387,300 71,339 27514 585,792
AMORTISATION B
At 1 January 2010 R-_Z—%F—f—H 59,337 472,587 20,881 - 552,805
Charge for the year AEEHH 10,173 139,354 10,090 9,171 168,788
Exchange differences Ex=E 1,367 13,086 - = 14,453
Write-off A - (156,840) = = (156,840)
At 31 December 2010 W_E-Z4F+-A=1—H 70,877 468,187 30,971 9,171 579,206
Charge for the year AEEHH 8,899 158,366 10,943 9,171 187,379
Exchange differences ExzE 2,266 21,803 = - 24,069
Write-off HisH - (385,294) = - (385,294)
At 31 December 2011 W_E——%+-_A=1—H 82,042 263,062 41914 18,342 405,360
CARRYING AMOUNT BREE
At 31 December 2011 R-E—F+-A=1+—H 17,597 124,238 29,425 9172 180,432
At 31 December 2010 RZE-FF+-A=1—H 22,842 95,900 40,368 18,343 177453

RBERARANIMESE - AEEWFIEE &
BEMkEPENTEAE =T °

Development costs are internally generated. License fee,
technical know-how and customer contracts of the Group
were acquired from third parties.
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20. INTANGIBLE ASSETS (CONTINUED) 20. B EE ()
The intangible assets have finite useful lives. Intangible EREEFTRAFHAER - BEEAENERE
assets are amortised on a straight-line basis over the following HBUAT HAR g
period:
Licence fee 1 -5 years HFREE 1E5%
Development costs 9 months — 2 years FEERC AN OEAZE2F
Technical know-how 5— 8 years BH /it 584
Customer contracts 3 years BEAH 3F

21. DEFERRED TAX 21. R E

The following are the major deferred tax (liabilities) assets
recognised by the Group and the movement thereon, during
the current and prior years.

Development

INTRRAFERBEFE - AAEEER
TERERA (BB EENEGHED -

Write-down
of
inventories

cost and trade  Revaluation
capitalised receivables  of investment Intangible
EERE FERER properties assets Total
BREA  EBRRIMAE REWEER BREE -
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Tir T T TiEx Tir
At 1 January 2010 n-Z-%%4-f—-H (8,235) 3,438 (25,610) (3,268) (33,675)
Exchange differences Exz2 (282) 394 (887) = (775)
(Charge) credit to profit or loss (MBzE) st A BR (1,038) 5,760 (3,828) - 894
At 31 December 2010 W=E-EF+_A=1—H (9,555) 9,592 (30,325) (3,268) (33,556)
Exchange differences ExzR (465) 400 (1,469) - (1,534)
(Charge) credit to profit or loss (MiRE) st A B&R (1,756) 7,954 (4,425) = 1,773
At 31 December 2011 W-_E—%+-A=+-H (11,776) 17,946 (36,219) (3,268) (33,317)
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HE-ZT——F+t-A=+—HLFE

21. DEFERRED TAX (CONTINUED)

IEFERTE ()

The following is the analysis of the deferred tax balances for
financial reporting purposes:

Deferred tax assets FEEFIAE EE
Deferred tax liabilities RIERIBEE

At 31 December 2011, other than the deferred tax assets
and liabilities mentioned above, subsidiaries of the Group
had unused tax losses of approximately HK$192,353,000
(2010: HK$75,365,000) available for offset against future
profit. No deferred tax asset has been recognised due to the
unpredictability of future profit streams of those subsidiaries.
Included in unused tax losses of HK$169,953,000 (2010:
HK$58,484,000) that will expire by 2016 (2010: 2015). Other
losses may be carried forward indefinitely.

Under the EIT Law of PRC, withholding tax is imposed on
dividends declared in respect of profits earned by PRC
subsidiaries from 1 January 2008 onwards. Deferred taxation
has not been provided for in the consolidated financial
statements in respect of temporary differences attributable
to accumulated profits of the PRC subsidiaries amounting to
HK$567,019,000 (2010: HK$498,685,000) as the Group
is able to control the timing of the reversal of the temporary
differences and it is probable that the temporary differences
will not reverse in the foreseeable future.

VAT To st 81 76 3 5 P E 2 R AE B IR BRER 2
#r

2011 2010
—g—-5 =-2-TF
HK$'000 HK$'000
FHT AT
17,946 9,592
(51,263) (43,148)
(33,317) (33,556)

R=F——F+=-A=+—H " BRElEL
MEEERAMEIN AEEHBRARERD
FB %% T8 B 18 49192,353,000/8 L ( = — &
4 : 75,365,000 7T ) A fit 3 88 K 205 Al o
B Z S M B A AR HOE AR A AT FE R -
WEBREEHIBEE - RPAHEEENA
169953000/%71(—? TE 58,484,000
BLER_E—AR"FE(ZF—ZTF: =T—1
F)[ER o E@Eﬁawﬁﬁﬂ,ﬁﬁm

RIBFECEMEHE BT N\F—A—
E!t * ShAR BB A R TR EUE F S R AR S
B TEMNF © 4R aﬁ%ﬁ&%mm@qﬂlw
B Ti%a+/mﬂJE’J§ﬁﬁ1¢aﬁ567 019,000 7T
(ZZ—F 4 : 498,685,000/ 7t ) 1 H IR IE R
B REARNSE R EHZE =5
BERHE  ARZETREELENROBRS
AN REREE] o
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22. AVAILABLE-FOR-SALE INVESTMENTS

22. IHHERE

Available-for-sale investments comprise: AJ &% & BIE :

Unlisted equity securities in the PRC R Bl 2 JE E AR E 5

The above unlisted equity investments represent investments
in unlisted equity securities issued by a private entity
incorporated in the PRC. They are measured at cost less
impairment at the end of the reporting period because the
range of reasonable fair value estimates is so significant that
the directors of the Company are of the opinion that their fair
values cannot be measured reliably.

23. INVENTORIES

2011 2010
—g——F  —T-TF
HK$’000 HK$'000
T T
16,605 15,876

Ltk ERRARERREER T BFEMKIL
M—EALABRBETHNIF LETERAZS - B
BEAFEMGFTHNEBERA AARNESER
RERFHETEERI A E - FERBER
BB EREMATE °

Raw materials =¥
Work in progress ERm
Finished goods UK TR

23. 78
2011 2010
—B——fF —TFF
HK$'000 HK$'000
FET THIT
340,632 347,536
49,058 30,159
231,039 62,318

620,729 440,013
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24. PROPERTIES UNDER DEVELOPMENT 24. ZRTHHEEWE
FOR SALES

HK$'000
FAT
At 1 January 2010 RZE—TF—HF—H =
Transfer from deposits paid e YT ERENZS
for land use rights 97,546
Additions NE 9,815
Exchange differences ERE=R 3,080
At 31 December 2010 RZZE—ZEF+-_H=+—H 110,441
Additions NE 89,775
Exchange differences ERER 6,556
At 31 December 2011 RZF——F+=A=+—H 206,772
The properties under development for sales of the Group are 7N = [E 2% R AR s E W AL B I BE YR AR
situated in the PRC and located on land use rights under HHIR A A T E R EN T E o EFR
medium-term leases. In the opinin of the directors, the B BERPREEETBER N —EREAE ©

properties under development for sales are expected to be
completed within 1 year.
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25. OTHER CURRENT FINANCIAL ASSETS

25. HtRBERMEE

The normal credit period taken on sales of goods is 0-90 days.

The following is an aged analysis of trade receivables, notes
and bills receivables presented based on the invoice date at

the end of the reporting period:

Trade receivable
0 - 30 days
31 - 60 days
61 — 90 days
91 - 180 days
Over 180 days

Less: Accumulated allowances

Trade receivables

Notes and bills receivables (Note)
0 - 30 days
31 - 60 days
61 — 90 days
91 - 180 days

R 5 B R
FE30K
31 £60K
61Z90K
91ZE 180K
838 180K

B RETEAE

FEWE 5 R K

PRI MR (H7aZ)
FE30K
31E60K
61Z 90K
91ZE 180K

Note: Notes and bills receivables represent the promissory notes issued

by banks received from the customers.

HEEMN—REEMATENOX -

NTREEE SRR  BUREEIREZER

B IR RE R Z BRER AT -

2011 2010
—g——F  —T-TF
HK$’000 HK$'000
Tt T
83,370 103,747
9,238 1,689
5,827 655
6,434 2,126
12,982 23,882
117,851 132,099
(12,339) (21,679)
105,512 110,420
609,155 124,304
3,783 =
6,599 =
11,984 =
631,521 124,304

Bet - BEREBRREERBEPRIRBRITEL ZAR

iz e
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25. OTHER CURRENT FINANCIAL ASSETS 25. HttRBEmMEE (&)

(CONTINUED)

Before accepting any new customer, the Group assesses the
potential customer’s credit quality and defines credit limits by
customer. Limits attributed to customers are reviewed twice a
year. The Group has policy for allowance of bad and doubtful
debts which is based on the evaluation of collectability and
age analysis of accounts and on management’s judgment
including creditworthiness and the past collection history of
each client.

Included in the Group'’s trade receivable balance are debtors
with aggregate carrying amount of HK$7,539,000 (2010:
HK$11,892,000) which are past due at the reporting date
for which the Group has not provided for impairment loss
because they were either subsequently settled as at the date
of this report or there was no historical default of payments
by the respective customers. The Group does not hold any
collateral over these balances. The average age of these
receivables is 162 days (2010: 216 days).

Ageing of trade receivables which are past due but not
impaired

REMEMHELH - AEBEFGEETP Z
EEEZREERPHNEERE K TEPZ
EEREGFRI MR - NEE D RAERRE
RHEIEBR - RARRRIERE 2 TR EITEE
R OMUAREEBNHE (RESRER
ZIEET R RBEE R fklE o

REBZRKWE SERESNESEARES
7,539,000 7T ( — & — T 4 : 11,892,000/8
TL)MEBARR  RRE B AE BHmMAS
B E LR A IBERE - ALSREERAR
s AR B SE LR PR B ELEEER
REBWERZEERBETMNERR - ZF
JEWBR R 2 FHRR BI2 R (=T —ZF ¢
216K) °

SBHMERBERNERE S R ARR

0 - 30 days ZTE30K
31 - 60 days 31 260k
61 — 90 days 61 290K
91 - 180 days 91 £180K
181 — 365 days 181 £365K

Total

#Et

2011 2010
—g—-% —2-%F
HK$'000 HK$’000
T T

- 195

3,402 191
1,161 293

662 4,072
2,314 7,141
7,539 11,892
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25. OTHER CURRENT FINANCIAL ASSETS
(CONTINUED)

25. HttRE)ERME E (8)

Movement in the allowance for doubtful debts

Balance at beginning of the year FHEEH
Impairment losses recognised HEIE AR SRR
on receivables REEE
Exchange differences ELER
Impairment losses reversed BB IR ]
Balance at end of the year FREER

Included in the allowance for doubtful debts are individually
impaired trade receivables with an aggregate balance
of HK$4,111,000 (2010: HK$13,794,000) which have
either been placed under liquidation or in severe financial
difficulties. The Group does not hold any collateral over these
balances.

Other receivables are unsecured, interest-free and are
recoverable on demand. Deposits mainly represented trade
deposits paid to third party suppliers.

As at 31 December 2011, the Group has pledged notes
receivables having a carrying value of approximately
HK$340,905,000 (2010: nil) to secure general banking
facilities granted to the Group.

Included in the trade receivables of HK$36,395,000 (2010:
HK$14,068,000) at 31 December 2011 and notes receivable
of HK$41,604,000 at 31 December 2010 respectively are
denominated in USD, which are not denominated in the
functional currency of the respective group entities.

REBHZLD
2011 2010

S e

HK$'000 HK$'000

T FHT

21,679 10,486

- 11,051

827 553

(10,167) (411)

12,339 21,679

R BT BEENRENERKE ZERAF
#:884,111,000%8 7T (—F—Z4F : 13,794,000
BIL)  RERFWEBALERNERIMAEA
BREM KN - AEEWEM I FERTEE
A3 o

Hip EURRF S EIER - TFEE RN EREE
R BETERBNE=Z7STHERNEZIZ

o

/1

S

R-B——F+-A=+—0 XEEZER
BR T {8 49 /4 340,905,000/8 7L ( = B — T4 :
T)MEIRER  (EAASKEERS —KRIRITR
BEREIR o

N-T——%+= A=+— HH# 36,395,000
B (T — T4 : 14,068,000 7T ) U E
SEFURR=_E—ZF+_A=+—HK
41,604,000 ST KRB E LA TATHE - M
FEUEE QRSB EREE -
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26.

PLEDGED BANK DEPOSITS AND BANK
BALANCES AND CASH

26.

EEMRITERRBITERRIR

K 72

27.

The bank balances and cash of the Group are mainly
denominated in RMB, Hong Kong dollars and USD. The
bank balances receive interest at an average rate of 1.5%
(2010: 0.8%) per annum. Included in the bank balances
and cash and pledged bank deposits was an amount of
HK$446,987,000 (2010: HK$999,885,000) denominated in
RMB, which is not freely convertible into other currencies.

The Group’s bank deposits of HK$171,890,000 (2010:
HK$616,828,000) as at 31 December 2011 were pledged
to secure the short-term general banking facilities granted
by banks. The bank deposits will mature on clearance of the
letter of credit.

At 31 December 2011, bank balances of HK$224,525,000
(2010: HK$148,616,000) are denominated in USD, which
are not denominated in the functional currency of the
respective group entities.

CURRENT FINANCIAL LIABILITIES

27.

REBZRTHEBEBASEENARE B
TLREITLFHE - BITEBIZFHEFE1.5%
(ZE—ZTF:08%) 7t B RITEH KA
EARBEIFRTEAABE —HUARE
5H{E 2 FIE 446,987,0008 T ( — T — T 4F ¢
999,885,000/ 7L) + ZEHIBE A HERA
Hi g o

ANEBE 7 RIT71EH 171,890,000 T (=T —
T 616,828,000 L) R=ZF——F+ =
A=+—BFUER - UEEHRTRHE 255
—MRERITERE - RITFIHEREABEERE
/Hﬂ °

RZT——F+=ZA=+—8 ' UETFED
SR 1T 45 #% 5 224,525,000 T (—F —Z F ¢
148,616,00047T) * BRAFIEWLIELAEE QA
EENNEEEREE -

REBERMEE

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

Trade payables principally comprise amounts outstanding
for trade purchases. The normal credit period taken for trade
purchases is 30-60 days. An aged analysis of the Group’s
trade and notes payables at the end of the reporting period
presented based on the invoice date is as follows:

0 — 30 days TE30K
31 - 60 days 31 E60K
61 — 90 days 61 90K
Over 90 days EBiE 90K

BN E SRR NRRE - HEMERR  E%IR
EREFFIRIECRE MG 2 RENFR
PARRFSERA

BNEZERETEBRAEENE HIRBK
o BHIRELZ —MRIEEHR/RI0E6E0X - AT
RZEZAMRBERRAEE 2 BN E SR
RRRBZREDIT

2011 2010
—B——f —TTF
HK$’000 HK$'000
FTHET TR
651,230 357,207
184,506 42,571
2,102 4,556
33,464 16,023
871,302 420,357

133



SIM Technology Group Limited Annual Report 2011

134

Notes to the Consolidated Financial Statements
iRE SRR MEE

For the year ended 31 December 2011

2 T = e e i

. CURRENT FINANCIAL LIABILITIES

(CONTINUED)

27.

REBEMEE (8

28.

At 31 December 2011, included in the trade payables,
HK$285,273,000 (2010: HK$291,732,000) are
denominated in USD, which are not denominated in the
functional currency of the respective group entities.

As 31 December 2011, included in other payables,
HK$47,028,000 (2010: HK$27,349,000) are deferred
income on government grants, which are released to income
over actual expenditure used in research and development
activities.

BANK BORROWINGS

28.

R-B——F+-A=+—H  ENEFEX
NEIELASETTEHE Z 5/ 285,273,000 8T (=
T4 291,732,000 7T) © BREAFKENIE
NEBARSBHNNEEEBEHE -

RZZB——F+ZA=+—H  HMEMEX
MEREBATIE R BAZIEZE KA 47,028,000 7%
TT(ZF—FF : 27,349,000 7T) - BZEK
ABHE LD 2 BRASARERA -

Secured bank loans BRRBITER

At the end of the reporting period, the loans are denominated
in USD, which are not denominated in functional currency
of the respective group entities, carrying at LIBOR plus a
spread and payable within one year. Pursuant to the loan
agreement, the bank borrowings were secured by investment
properties, property, plant and equipment, land use rights,
notes receivables and bank deposits as disclosed in notes 16,
17, 18, 25 and 26 respectively.

RITIEE
2011 2010
—g—-F 2%
HK$’000 HK$'000
Tt T
511,472 640,335

RIREHR - BFUAEITEHE - M IEAEE
RAISENYEEETE - ARGZERITRE
FEMEZRE  WR—FAXM - BREER
W% 0D BIRMIFEL6 ~ 17 ~ 18 ~ 25 % 26 Ff
WE - RITEEGUNEEYE D% BER
S THERARE  BREBERRITERER
EfR o
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29. SHARE CAPITAL

29. A&

Ordinary shares of HK$0.1 each

Authorised:
At 1 January 2010,
31 December 2010
and 31 December 2011

Issued:
At 1 January 2010
Exercise of share options

At 31 December 2010

Exercise of share options

Issue of shares upon listing of
Taiwan Depositary Receipts
on the Taiwan Stock Exchange
Corporation (Note 1)

Repurchase of shares (Note 2)

At 31 December 2011

Notes: Hiaz -
(1) On 18 April 2011, the Company issued 137,500,000 new shares (1)
through Taiwan Depositary Receipts on the Taiwan Stock Exchange
Corporation at a price of HK$1.61 per share.
(2) During the year ended 31 December 2011, the Company 2)
repurchased its own shares through The Stock Exchange of Hong
Kong Limited as follows:
Number of

BRE(EO.1 BTtz BB

B

R=F-TE—A—A-
—E-2F+-A=t+-A
E=F——4#+=A=t—7

BT -

K-E-—TE—A—H

TR

RZZE—ZTF+=A=+—H
TR RE R
é%f%_m
SR BT T
BT (HTaE 1)

AN
B/=

BER (Arat2)

R—BE——F+=-_A=+—H

ordinary shares
of HK$0.1 each

BREE

Month of repurchase 0.1 TH
BEA G ZERHAE
‘000

AR

June 2011 —ZE—%RA 16,590
July 2011 —2—%+A 6,230

Number Share
of shares capital
R B E ;&S

'000 HK$'000

& FAT
3,000,000 300,000
1,528,706 152,871
40,919 4,091
1,569,625 156,962
20,694 2,070
137,500 13,750
(22,820) (2,282)
1,704,999 170,500

fﬁ’q\:?**ilﬂﬁ'ﬂ\lﬂ P RRAEREEFR
SMEREETRE  UEBKR161BITHER
%17 137,500,000 A& A °

%Z;Kt Z——H+-A=+—HILFE &R
BBRERBMAZXIMERD ﬂﬁ%@ﬁi\zﬁﬁrﬂx@ﬂu
e @

Aggregate

Price per share consideration
SRER paid

Highest Lowest e
BS BIE REEH
HK$ HK$ HK$'000
BT BT FHET
0.86 0.75 13,195
0.90 0.84 5,422
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29. SHARE CAPITAL (coNTINUED)

29. B ()

30.

Notes: (continued)

The repurchased shares were cancelled in current year and the
issued share capital of the Company was reduced by the nominal
value thereof. The premium payable on repurchase of the shares
of HK$16,335,000 was charged to the share premium account. An
amount equivalent to the nominal value of the shares cancelled has
been transferred from the retained profits of the Company to the
capital redemption reserve.

The repurchases of the Company’s shares during the year ended
31 December 2011 were effected by the directors, pursuant to the
mandate from shareholders, with a view to benefiting shareholders
as a whole by enhancing the net asset value per share and earnings
per share of the Group.

The shares which were issued during the year rank pari passu

with each other in all respects.

Biet - (%)

ERERNERANFEETE - MARAINE T
A&7 IR B Bk L AR 17 2 EE o B8 AR BT < 5
216,335,000 7 7T B B AR 19 m B RRHIBR B
EFHERMHEERRZ ©EERARAZIRE &
BB = EAREEHE

BE_TZ——F+-_A=+—HLFE  BEEAX
RAEIRMD T HESREBCREELET - §EER
RESKREEFERAEEZSRANMEEE
PR -

AEFEBRT HZFERNEZTEHAE HRE

2
s o
T

RESERVES 30. f#fE
Properties revaluation reserve WS (LS
HK$'000
FAT
At 1 January 2010, 31 December RZEBE—ZTF—H—H —ZZE—ZTFK
2010 and 2011 —E——F+=-A=+—H 73,739
Translation reserve B
HK$'000
BT
At 1 January 2010 R_ZE—ZF—H—H 118,504
Exchange differences arising on BEE2YEKELRERER
translation to presentation currency 50,433
At 31 December 2010 RZE—FF+-A=1—H 168,937
Exchange differences arising on NEEZFERELNERER
translation to presentation currency 68,165
At 31 December 2011 R_ZT—F+-_fA=+—H 237,102
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31. OPERATING LEASE ARRANGEMENT 31.

REHERH

The Group as lessee

The Group made minimum lease payments under operating
leases in respect of office premises of approximately
HK$6,406,000 (2010: HK$6,049,000), in which
approximately HK$2,299,000 (2010: HK$1,852,000) were
capitalised in development costs.

At the end of the reporting period, the Group had
commitments for future minimum lease payments under non-
cancellable operating leases which fall due as follows:

AEEEREBEA
AREFBAEMEMRBELERET N 2 &
EMEEREL 76,406,000 T (ZFE—FF
6,049,000/ 7T) + HF#72,299,000787TT (=F
—Z4 1 1,852,000/870) ERFERAHTER
iz e

RI|ERR - AEBERBE T RHLEHEE
M2 ARKEESRIBAIE 2 BHAMNT

2011 2010

—e——% -T2

HK$'000 HK$'000

FET FAT

Within one year —FR 4,804 2,636
In the second to fifth year inclusive F_EFRAF(HEMEREENA) 2,968 2,338
7,772 4,974

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

The Group as lessor
All of the properties held have committed tenants for the next

HEZFHFHAERME - MESEEHF
HRME

REFEERHBEA
AR AZMFEIARTAERR2EI0FH

2-10 years. 4=
At the end of the reporting period, the Group had contracted RWERR - AEBEEBRTH 2 A R&ER
with tenants for the following future minimum lease BB
payments:
2011 2010
—ZT——F —E-TF
HK$’000 HK$'000
FET FAT
Within one year —FR 16,450 14,890
In the second to fifth year inclusive EFE_ZERF(HEMERREEA) 42,251 52,566
After five years AFE 6,588 10,118

65,289 77,574
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32. COMMITMENTS

Expenditure contracted for but not
provided in the consolidated
financial statements in respect of:
— building construction for

production plant of the Group
— properties under development
for sale

33. RETIREMENT BENEFITS SCHEMES

2011 2010
—g——% -T-TF
HK$’000 HK$'000
TR FiE7T
EENEARGAMERE
BBz -
—AEEEERREZRRTE
- 18,934
— BRI EE
30,163 =
30,163 18,934

33. RAKBRETE

The Group operates a MPF Scheme under rules and
regulations of Mandatory Provident Fund Schemes Ordinance
for all its employees in Hong Kong. All the employees of the
Group in Hong Kong are required to join the MPF Scheme.
Contributions are made based on a percentage of the
employees’ salaries and are charged to consolidated income
statement as they become payable in accordance with the
rules of the MPF Scheme. The assets of the MPF Scheme are
held separately from those of the Group in an independently
administered fund. The Group’s employer contributions vest
fully with the employees when contributed into the MPF
Scheme. No forfeited contribution is available to reduce the
contribution payable in the future years as at 31 December
2011 and 2010.

The Group’s subsidiaries in the PRC, in compliance with
the applicable regulations of the PRC, participate 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 schemes and cost charged to the consolidated income
statement, which was set out in note 13 to the consolidated
financial statement, represents contribution payable to the
schemes by the Group at rates specified in the rules of the
schemes.

REBREZARGMEABSTEENEEMBE
BESRY —ERERE c IEREEHNR
EEREEHENMARESTE - HKIEESE
REFeME—ADLLIEL - WIRKREE TS
ZIRBIRE T 2SR 4R & R R A0BR © 9818
CETElC EERASBENEMEE D FEE -
H—BUBREsESRER - ERRESTEIH
HE - AEEEEZHIEEEEBEREEFR
B -RZE——FRZE—ZTFF+ZA=+—
A - WLz A AERR AN & B AR 2K
FE 2 ENHR -

AEERPEZHBRRERTEZEAR
8] 28 —-RFRRKEEREMBRFLERRK
BAEE - (B ARIREIENANIEERD
Lot R R AR M ET SIS - REBEFRIKTE
M8 ZE— B ERERIEEMHNR -

MRAEE - AEE RS AR LN RS
BRARZAAA - RS M BIRKARE 13
REAKEREF B RIREE L R A EIE
2 $EREER o
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34. SHARE OPTION SCHEMES

34. BR#EE

The Company had two share option schemes, including

pre-initial public offering share options scheme (the “Pre-

IPO Options”) and post-initial public offering share options
scheme (the “Post-IPO Options”). Both Pre-IPO Options and
Post-IPO Options were adopted on 30 May 2005. The major
terms and conditions of the two schemes are set out below:

(A) Pre-IPO Options

(iii)

(iv)

(vii)

(viii)

The purpose was to provide incentives to the
participants.

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

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

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

Subject to the vesting period set out in page
142 of this report and the terms of the Pre-IPO
Options, an option may be exercised by the
grantee at any time during the period of 10 years
commencing on the date of grant.

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

The exercise price of an option is 60% of the offer
price in the Company’s initial public offering on
21 June 2005.

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

ARBAMRBRESE - BEERAREER
BRER 8 ([ BRAREEMBERES D KA
IRAFEERBEAETE ([ BRAREERBR
8 - ERAHBRERBIEBIRERA
REERBRETEOR _FSTAFAA=1TH
TRERA - FIRGT I T E RSB T

(R) BERAMBENBERETE

(i)

(ii)

(iii)

(iv)

(v)

(vi)

(vii)

(viii)

B R A2 EERMHE -

HEBFEARRSHEMBARE
- RREREERAEER HiE

o

m 4 W

\
7

BRARBERBRET SR
ZBBIEFTS R REROBRES
A 838 44,000,000 f% ©

R HE R D EARTTE 2 A
ARERERE o EAEEHEBR
BTAIREHNRL -

RIBARIREF 142 BTS2 58 H
RERARZEERERETEZ 5
H o ARATRERL BHIER T4
HARRIRE RS T T(E B ARAE -

IR A BAGER 2 BB SN {E
A HAE -

BRIEZTEERARAR_ZT
RERAZ T —BETRERARE
EHNEREEEZ60%

BRAHBEERBREEZFH

—ZEERFAA=FTHEE_ZEE
AFEANATEBEBREERRER
R ETE g TR ERE
HEER AR EEAIERERT 82
KB EMTEDE T RRA R
BB
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34. SHARE OPTION SCHEMES (coNTINUED)

34. BRERE (8

(B)

Post-1PO Options

(i)

(ii)

(iii)

(iv)

(vi)

The purpose was to provide incentives to the
participants.

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

On 12 December 2008, a resolution to renew the
10% general limit of the Post-IPO Options was
duly passed by the shareholders of the Company.
The maximum number of shares in respect
of which options might be granted under the
Post-IPO Options must not exceed 10% of the
shares in issue as at 12 December 2008 and in
any event the total maximum number of shares
which might be issued or issuable upon exercise
of all outstanding options should not exceed 30%
of the issued share capital of the Company from
time to time.

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:

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

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

o the nominal value of the share.

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

(B)

BRORBERBRENS

(i)

(ii)

(iii)

(iv)

(vi)

BHERSEERYE -

SEERREMNREINTES
UREEGAERRABIEMA
4

RZZEZNF+=-A+=H ' &2
EllE S R b = DN/N
BEBERETE 210% — % E
PR o BRI E R AR ERERET
SR PR EERERS RN &S
BOEE @ THRBER=ZZ/\F
TZAT+ZAE BTN 210% -
i BT BT M AR T2 B Ak T
BTk AT BT SRR 1D 4R K
RIS BB A A AR R
BT 2 30% °

BRI 2 B M B IR T B AT
TAZERBAREL - ARABER
BRI RE -

BREZTEBUARUT Z&ES
==

o REHAMBROZIWKHE :

e EEREBHFAERZH
Befn 2 FHWHE - &

s  RiOpZEME-

BRAHBERBRETEIZFH
BEE-E-—RFRA-TARRI
—EAR - RESTERROER
% BEERAHEEREREE
ZIEXERB R EIDA T R
DR
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34. SHARE OPTION SCHEMES (coNTINUED) BBRRREETE (&)

TREB R AR SR AR R
BIR B R DB B (BRI I 2 R
eI T L LR

The following table disclose details of the options under
Pre-IPO Options, Post-IPO Options held by the grantee and
movements in such holdings:

Qutstanding
Berise ~ Outstanding Evercised Forfeted ~ Qutstanding Eyercised Forfited it
Category of Name Evercisable price at 1 January during during ~at 1 January during during 31 December
partcipants of scheme Date of grant period Per share 2010 the year the year 011 the year the year 011
#-8-3¢ H-g--% H-g--%
§h -A-A -A- tZR=t-A
SHEEY THER RHAE {3 fikR BRGR  RERAE  AEERY HAGE  AERGE  AERRM HAfE
(Mot ) HiS (Mot ) (Note i) (Note ) (Mot )
() i (i) (i) (i) (i)
Directors
]
Thang Jianping Pre-PO Options 3052006 142006- 952005 102 1500000 - - 1500000 - - 1,500,000
AT BNNRREN CBERE e
BREd  1A=tA “E-RERAZTAR
PostPO Options 2832008 154.2009-2732018 081 1364000 (564.000) - 800000 - - 800000
ENLRRER ER)E ZEENERATRAR
EREtd  ZAA E-\E=A-T4A
PostIP0 Optons~ 39.2009 1542010-29.2019 079 10000000 (2500000 - 7500000 (300,000) - 720000
BRARREN CEENE Z2-ZEMATRAE
B 1A=R E-NENAZR
Tang Rongrong Pre-IP0 Options 3052005 142006- 2952015 102 464000 (464,000) = = = = -
2 ENLRREN CEERE ZERNERA-RE
EhEd  1A=iR ZE-RERAZTAR
PostPO Optiors 28.3.2008 1542009-2132018 081 1300000 (500000) - 800000 - - 800000
B ZERNEMATRAR
EhEE  =A-tA 23R tA
PostIP0 Optons~ 39.2009 1542010-29019 09 3000000 - - 3000000 - - 3000000
ENDRRER RRNE ZE-REMATRAR
EREE  nAzR E-NENAZR
Chn Tat Wing, Richard~~ Pre4P0 Options 305,205 142006- 952005 102 500000 - - 500000 - - 500000
Rk ENLRREN EERE ZRRERA-RE
BREd  1A=tA “E-RERAZTAR
PostPO Options 2832008 1542009- 2732018 081 1600000 - - 1,600,000 - - 1,600,000
O ZERNEMATRAR
R = “E-\EZA=T4H
PostPO Options 39,2009 1542010-292019 09 3000000 - - 3000000 - - 3000000
ENORRER RRnE ZE-ZEMATRAR
EREtE  nAzH ZE-nERAZE
278000 (4028000) - 18700000 (300,000) - 18400000
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R SRR MR
For the year ended 31 December 2011
HE-Z——Gt-ZA=+—HLLFE
o 2. : - 'l-'.h -
34. SHARE OPTION SCHEMES (CONTINUED) 34. IBRRRESTE (|
Qutstanding
Qutstanding Exercised Forfeited ~ Outstanding Exercised Forfited it
Category of Name Exercisable at 1 January during during a1 January during during 31 December
partcipants of scheme Date of grant period 2010 the year the year 011 the year the year 011
H-%-%% #-g--% #-g--%
it -A-H -A- t2A=1-A
SHERH HHER REAE &8 fikE HEGR  AERGE  AERWM HEGE  KEERR  AERRM HAfTE
(Note) kS (Notei) (Notg i) (Note i) (Note)
(Kt L (i) (i) (i) (i)
EmployeesoftieGroup ~~ Pre-PO Optons 3052008 142006- 2852015 7801500 (4.391,000) (433.000) 2972500 (91,000 (298.500) 1723000
158R2 I = . it ZEREMA-AR
EREd  1A=tA “E-RERAZTAR
PostPO Options  12.5.2006 1L207-1 5206 6437500 = (470,000) 5.%7,500 - (11900 471250
ENDFREE 3% BERLE-R
EREE  1ATZA S /\iﬁ)ﬁ' A
PostPO Options ~ 13.11.2007 14208- 1211.2007 1280000 (4200000 (1332000) 1238000 (94000 (2062000) 5082000
ENDRRER RRME ZRE\EMA-RE
EREtE A=A ZE-tEr-frch
Post-PO Options  28.3.2008 1542009-273.2018 9600 (1323000 @%7000 0716000 BA2000 (159000 20,7800
I “”ﬁﬂlﬁﬁﬁi
EhEd  =Azt/A ZE-N\E=AzTtE
Post-PO Options~ 39.2009 1542010-29.019 9200000 (149770000 (BRLA0)  RBLA0 (0970 (e08S0 57500
ENNRREL “RRNE Z5-SERATRAR
Ehid  nAzA Z5-NENAZA
Total 18893300 (0990000 (100885000  179BA0 (2069500 (106830000 10648000
il
Evercisable &t the end
of the year 31,2550 49537000
RERTFR
Weighted average exercise
price (HKS) 094 0913 098 093 0813 128 0972
METARE(AT)
Notes: et
(i) In relation to each grantee of the options granted under the Pre-IPO (i) TARIR B X AR RS A BT B BB AR AE A

Options, subject to the vesting period set out below and terms of

the Pre-IPO Options, 25% of the options will vest during the period
from 1 April 2006 to 31 December 2006 and in each of the three

calendar years from 1 January 2007 to 31 December 2009.

BRARAMNE  RETXMHEAZGZBHRE
IRAFIEEE R BRRRERT BIGT - IEDRIR =EF
NEMA—BEZZTERFI_A=1+—HHH
NERB=FETLF—A—HE-_ZTTNFI+=A
=T —HAZZABFESFERE 25% 2 BE -
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IR M ISIRERMEE

For the year ended 31 December 2011
HE-ZT——F+t-_A=+—HLFE

34. SHARE OPTION SCHEMES (conTINUED)

34.

BRETE (8

Notes: (continued)

(i)

(ii)

(iii)

(continued)

In relation to each grantee of the options granted on 12 May 2006
under Post-IPO Options, 25% of the options will vest in each of the
four calendar years from 1 January 2007.

In relation to each grantee of the options granted on 13 November
2007 under Post-IPO Options, 25% of the options will vest in each
of the four years from 1 April 2008.

In relation to each grantee of the options granted on 28 March 2008
under Post-IPO Options, 25% of options will vest in each of the four
year from 15 April 2009.

In relation to each grantee of the options granted on 3 September
2009 under Post-IPO Options, 25% of options will vest in each of
the four year from 15 April 2010.

During the year ended 31 December 2011, 951,000 (2010:
4,855,000) Pre-IPO options have exercised and 19,743,500
(2010: 36,064,000) Post-IPO options have exercised. The
weighted average share price on exercise dates and the weighted
average share price immediately before exercise dates are
HK$1.548 (2010: HK$2.066) per share.

During the year ended 31 December 2011, 298,500 (2010:
438,000) options granted under the Pre-IPO Options and
10,384,500 (2010: 9,650,500) options granted under Post-IPO

Options were forfeited upon the resignation of employees.

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. For the year ended 31 December 2011, an amount
of share option expense of approximately HK$10,196,000
(2010: HK$16,566,000) has been recognised with a
corresponding adjustment recognised in the Group'’s share
option reserve.

Biet - (&)

(i)

(i)

(i)

(%)

RBBEERRARAEERBERESFEN T RE
FAT-RAEEBREZSREARAMmME * A
“ETLF A HAENNEABFEFRERE
25% 2 FEIRHE -

HBBEERARAEERBERESFEN _ZTLF
T—AT=Z=HERBREZBEZARAMES ' B
—TT ) \FNA—BENNEAEFSFEESRS
25% 2 FEIRHE ©

BRBEERARBERBRETER _ZT)\F
AT\ BERBREZSZEARAME @ @
“ETNFMA+RHRONEEFEF S ES
JB 25% 2 FE IR -

RBBEERARABEERBERESENR _ZTNE
NAZHERBREZBEARAMNS - A=
T ZFNATAAENNEABEFSFHERS
25% 2 FEIRHE -

BE-_T——f+-A=+—BLEE" &
951,000 (ZZ—=4F : 4,855,000 13) &R AR
HERBREDTE - BH 19,743,500 (=%
—Z4F : 36,064,00017) B R AR EE & BRE
BATE o RAT{E B B2 T AR B R BT 1E
HEfRT 2 T IRE R SR 1.548 B (ZF—
T4 2.066/87T) ©

BE-_T——Ft+-A=1+—RALFE BRE
BRAFEERERERT S H 2 298,500 17 (=
T—Z4F 1 438,0001) FEIRIE - SERBERR
FE & 2 B RE ST 81 H 2 10,384,500 17 (= F
—Z 4 : 9,650,50017 ) FEARIERE B BHER HOR
J_BZ °

RIELAMEEREE RN ZBEREL AFE

25 HI 8 - WA 2 R B (e 1R AR
ERE BE_T——F+_A=t+—HILF
B BREXHSA 10,196,000 (=%
—Z 4 : 16,566,000 7T) B THER - WAER
SE BRI EERIARERE -
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iR A IS IRERMEE

For the year ended 31 December 2011

R = e S TR

o

35.

RELATED PARTY TRANSACTIONS

35.

BEALRS

36.

On 4 November 2010, the Group signed a sale and purchase
agreement with a related company, which is controlled
by Mr Wong Sun, the son of Mr Wong Cho Tung and Ms
Yeung Man Ying who are directors of the Company, on
disposing 40% equity interest of Shenyang SIM Real Estate
Limited at a consideration of US$8,000,000 (approximately
HK$62,400,000). The disposal is completed in December
2011.

Compensation of key management personnel

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

Short-term benefits 52 AR A
Post-employment benefits BEER 1B BT
Share-based payments LARZ A 3% {<F

The remuneration of directors and key executives is
determined by the remuneration committee having regard
to the Group’s operating results, responsibilities and
performance of individuals and market trends.

NON-CASH TRANSACTIONS

36.

R-_ZT—ZTF+—ANA - AEEEATE
EE(ARAZEETHREERGXE L+
ZT)BENBEARCERIIEEHE ' N
8,000,000 3= 7T (#7 462,400,0007%8 7T ) H &1
EREZCLR) BRARMNA0%IIE - ZHE
EFHENR-_ZT—F+_A%EK -

TEREEAE ZHM
MAFE « M 11 TR EE M S AN
T2EBASMEMT

2011 2010
—B——F —T-TF
HK$’000 HK$'000
FHET TATT
5,608 4,485

137 203

2,514 1,476
8,259 6,164

EENTETBRABZMERTFHEZESRKE
BASEEERE  MAMAREZRIRER
BRMZEBERET -

FRERF

During the year 31 December 2011, the purchase
consideration of property, plant and equipment amounting
to HK$20,226,000 (2010: nil) was paid by the Group and
included in deposits paid for property, plant and equipment
as at 31 December 2010. Also, the purchase consideration of
property, plant and equipment amounting to HK$35,916,000
(2010: nil) was remained unsettled and included in other
payables, deposits received and accruals as at 31 December
2011.

R-B——F+-A=+—HEE A&
EEXNEEDE BERIKEHREL
20,226,000 8L (ZZE—ZF : &) * WEFTA
HE—ZT-—ZE+_A=+—HI%YE &K
BREEI NIRRT - 1o BEYE B
B R B AEHREFH5 359160008 T (=Z
—TF  T)REBN - YEFAHE-T——
F+ZA=1+—HIEMEMEMERR - BUKIE
© MIERHFIER ©



RANEEBARAR —F —F5H
145
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IR MISIRERME

For the year ended 31 December 2011
HE-ZT——F+t-A=+—HLFE

37. PARTICULARS OF PRINCIPAL 37. XEMBLARIZFHE
SUBSIDIARIES
Particulars of the subsidiaries of the Company at 31 R-E——FR _TE—FTF+_A=+—HBHAK
December 2011 and 2010 are as follows: RElZMBARFELT
Date and place of Issued and fully paid up Proportion of nominal value of share capital/
incorporation/ share capital/ registered capital held by the Company
registration registered capital RARERAERE/ FREA LA
Name of subsidiary HRAL /2R EERAR Directly Indirectly Principal activities
WEARAR RERS RA/2MER E# 3 IERK
2011 2010 2011 2010
“%--% -3-%F “3--F -3-3F
SIM Technology Group (BVI) 13 October 2004 Ordinary shares 100% 100% - - Investment holding
Limited BVI US$§12,233 RERR
ZEEMETATER LER12233%5
EERAEE
Sunrise Electronic Industry 17 December 1999 Ordinary shares - - 100% 100%  Investment holding
Limited Samoa US$2,002 RARR
REETIEERAR “NMNETZATER  ERR2002ET
EEDEE
Shanghai Sunrise Simcom? 9 November 1993 Registered and - - 100% 100%  Manufacturing and sales of display
LEREABESTHE The PRC contributed capital modules in the PRC
BRAR? “AMNZET-ANA RVB200,000,000 ErREERHERETAR
il A REGER
AR 200,000,0007C
Shanghai Simcom? 5 December 2002 Registered and - - 100% 100%  Design and development of handsets
LERRE The PRC contributed capital and solutions and wireless
“EE-F+-A7A US$5,000,000 communication modules in the
hE A REGER PRC
500000057 RIS RAETRRERS
EREREDRA
Suncom Logistics" 23 September 2003 Registered and - - 100% 100%  Procurement, outsourcing, sales and
EiEi! The PRC contributed capital marketing of the Group’s products
“E2-FNA-1=H US$400,000 and provides logistics services in
e AR EEEA the PRC
400,000 RPERE S BERERAS

EERRRRIARS
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- ® .
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37. PARTICULARS OF PRINCIPAL

SUBSIDIARIES (conTINUED)

37. TEMBR T 2FHF (&)

Date and place of
incorporation/
registration
Name of subsidiary HRRL/ER
WEAR AR RERES
Simcom International Holdings 2 October 2003
Limited BVI
SFRE{ACR
EBRAES
Suncom International Holdings 12 January 2004
Limited BVI
“EINE-A+-A
EERAES
SIM Technology HK Limited 21 April 2004
FANBEAERAR Hong Kong

Shanghai Speedcomm!
LERuE!

Max Vision Limited
ARERAT

Shanghai Max Vision!
LR

RERERA= 1R
&

16 November 2005

The PRC
ZERRET-ATRA
GG

17 September 2003
Hong Kong
“EE=ENATLA
&

8 December 2003

The PRC
ZE2=E+2A\A
sl

Issued and fully paid up
share capital/

registered capital
BRARME
RA/ER

Ordinary share
US$1
LERIET

Ordinary share
Us$1
LER1ET

Ordinary share HK$1
LER1AT

Registered and
contributed capital
RMB7,500,000

A RESER
ARE7,500,0007C

Ordinary shares
HK$2
SRk

Registered and contributed
capital US$200,000

A RESER
200,000%7

Proportion of nominal value of share capital/
registered capital held by the Company

ADAERAEE/ RER LA
Directly Indirectly
BR [
2011 2010 2011 2010
23— Z8-3F -F--F -%-%F

100% 100%

100% 100%

100% 100%

100% 100%

100% 100%

100% 100%

Principal activities

IBER

Investment holding
RERR

Investment holding
AR

Provision of administrative services in
Hong Kong
RE AR TIART

Design and development of handsets
and solutions and wireless
communication modules in the
PRC

RN SR RAEFRRER
ERESEAER

Investment holding

REER

Procurement, outsourcing, sales and
marketing of the Group’s products
and provides logistics services in
the PRC

RAEHRE  SMe - HEREEAS
BERRRERRE
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For the year ended 31 December 2011

HEe=2 - t=HSE=HIEEE

37. PARTICULARS OF PRINCIPAL 37. XEMB LR ZF1E (&)
SUBSIDIARIES (coNTINUED)
Date and place of Issued and fully paid up Proportion of nominal value of share capital/
incorporation/ share capital/ registered capital held by the Company
registration registered capital ARTERATE/FRER LA
Name of subsidiary HRRIL/ER EETRAR Directly Indirectly Principal activities
WRARER RERES RA/fEA E# 3 IBER

2011 2010 2011 2010
“E--F -E-BF _3--F “Z-%f

Simcom Wireless! 31 October 2006 Registered and - - 100% 100%  Design and development of wireless
NGEEE S The PRC contributed capital communication modules in the
ZE5ETA=T-R US$1,000,000 PRC
e A REAEA e SR RR R R ERRER
1,000000% 7
Shanghai SIM Technology 2 August 2006 Registered and - - 100% 100%  Investment holding of land use right
Limited" The PRC contributed capital in the PRC
RiRHR (L8 BRAR! Z255N\AZR RMB40,000,000 RAELZ AR KRR
Giléi A RELEA
AR¥40,000,0007C
Shanghai Simcom Electronic 21 November 2006 Registered and - - 100% 100%  Procurement, outsourcing, sales and
Limited! The PRC contributed capital marketing of the Group's products
LETRETERAA) ZEENET-B-t-B USS200,000 and provides logistics services in
i A REEEA the PRC
200000%T B  She - HERERAS
BEq R R
Sino Team Investments Limited 3 January 2007 Ordinary share - - 100% 100%  Investment holding
Samoa USs1 RERR
ZERE-A=R LER1ET
BEDHE
Shanghai Basecom Limited 18 April 2007 Registered and - - 100% 100%  Design and development of handsets
EERESHMG(LE) The PRC contributed capital and solutions and wireless
BRAR! ZEEHENATIA 15$200,000 communication modules in the
e AMREGER PRC
200000%7T BN SR RRETRRERS
ZRESENER
Shenyang SIM Technology 25 October 2007 Registered and - - 100% 100%  Investment holding of land use right
Limited? The PRC contributed capital inthe PRC
RHRHR (0h) BRAR? “TELETATRA US§10000,000 RAELZ AR KRR
GG AR ELEA

10,000,007
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37. PARTICULARS OF PRINCIPAL
SUBSIDIARIES (conTINUED)

37. TEMB R T 2FHF (&)

Date and place of Issued and fully paid up
incorporation/ share capital/
registration registered capital
Name of subsidiary HRRL/ R BRARER
WEAR AR RERES RA/HRER
Shenyang SIM Real Estate 8 November 2007 Registered and
Limited" The PRC contributed capital
RER(IG) ARAR! ZTRHET-ANA US$13,100,000
el i RESEA
13,100,000%7
Shenyang SIM Simcom 24 July 2008 Registered and
Technology Limited? The PRC contributed capital
IERIARBNEERAR? —EE\EtA-1HA RMB30,000,000
GG A RELEA
AK#30,000,0007C
Shenzhen Simcom Technology 28 August 2008 Registered and
Limited?® The PRC contributed capital
MIFERENRER A ZEEN\ENAZTR RMB5,000,000
i A REGEA
ARE5,000,0007C
Simcom Holdings HK Limited 22 September 2008 Ordinary share
RAARESERAA Hong Kong HKS1
“ER\EAACTZR  EERIAR
&b
Speedcomm Holdings HK 22 September 2008 Ordinary share
Limited Hong Kong HKS1
BUGHRERERAR “EE\EAA-TCH LERIER
B
Shanghai iLove Limited® 27 February 2009 Registered and
DEYSHESRIERAR  The PRC contributed capital
“EENE-RA-ttH US$3,000,000
el A RESEA

3000,000%7

Proportion of nominal value of share capital/
registered capital held by the Company

ANERAEE/ERER LA
Directly Indirectly
E# B
2011 2010 2011 2010
“%--f “3-3F “%--F ZB-%F
- - 60% 100%
(Note)
()
- - 100% 100%
- - 100% 100%
- - 100% 100%
- - 100% 100%
- - 100% 100%

Principal activities

IEER

Properties development in the PRC
At ENEER

Design and development of handsets
and solutions and wireless
communication modules in the
PRC

R SR RAETREERAN
FRESEAER

Not yet commence business

HAEE

Investment holding

REZR

Not yet commence business

HAER

Investment holding

REER
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37. PARTICULARS OF PRINCIPAL 37. XEMB LR ZF1E (&)
SUBSIDIARIES (coNTINUED)
Date and place of Issued and fully paid up Proportion of nominal value of share capital/
incorporation/ share capital/ registered capital held by the Company
registration registered capital ARTERATE/ SRER LA
Name of subsidiary HRRIL/ER EETRAR Directly Indirectly Principal activities
WRAER RERES RA/fER E# 3 IBER

2011 2010 2011 2010
Z3--F -E-BF _3--F “Z-%f

Shanghai Xinkang Electronic 5 January 2009 Registered and - - 100% 100%  Not yet commence business
Technology Limited® The PRC contributed capital HAEE
LESREFHRARAR  —TEAE-AEA RMB20,000,000
e A RESEA
AR¥ 200000007
Shenyang SIM Simcom Trading 5 June 2009 Registered and - - 100% 100%  Procurement, outstanding sales and
Limited? The PRC contributed capital markefing of the Group's products
NGFEAABEESARATS  —ZTENENARA RMB2,000,000 and provides logistics services in
Gl A RELER the PRC
ARH#2,0000007 AR SMe - HERERAS
BER MRS
Goldsey Limited 31 January 2008 Ordinary shares - - 60% 60%  Investment holding
EHERAT Hong Kong HK$18,000,000 & Ak
ZR\E-A=T-H  £BERI18000000ET
&
Smartwireless Technology 13 February 2007 Registered and contributed - - 60% 60%  Design and development of handsets
Limited? The PRC capital RMB20,500,000 and solutions in the PRC
FREQRERBARAR?  ZERtECAT=A AEfiRESER RAER G RAEFRREAAR
G AR 20,500,000
Shanghai Mobile Phone Public 21 December 2009 Registered and - - 81.5% 87.5%  Design and development of handsets
Testing Platform Co., Lic? The PRC contributed capital and solutions in the PRC
LEFRAEARRETYRE  ZTEASTZAZT-H  RMB20,000,000 RAER T RAEFRREAAE
BAR? i MR ELER

ARH200000007
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37. PARTICULARS OF PRINCIPAL
SUBSIDIARIES (conTINUED)

37. TEMB R T 2FHF (&)

Date and place of Issued and fully paid up
incorporation/ share capital/
registration registered capital
Name of subsidiary HRRL/ R BRARER
WRARER RHRE RA/EA
Shenyang Chenda Precision 15 November 2010 Registered and
Industry Co., Ltd® The PRC contributed capital
RRRERTANERAAS B Rl RMB30,000,000
el A RESER
AR 300000007
Wuxi SIMCom 10T Limited® 17 January 2011 Registered and
HRBYEENS (E5) The PRC contributed capital
BRAR? “E——E-fTtA RMB5,000,000
GG A RELER
ARE5,000,0007C
! Wholly foreign owned enterprises (“WFOE") registered in the PRC.
2 Sino-foreign equity joint venture registered in the PRC.
3 Domestic Company registered in the PRC.
Note: On 4 November 2010, the Group signed a sale and purchase

agreement with a related company, which is beneficially owned
by Mr Wong Sun, the director of the Company, on disposing 40%
equity interest in Shenyang SIM Real Estate Limited. The disposal
is completed in December 2011.

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

Proportion of nominal value of share capital/
registered capital held by the Company

ANERAEE/ERER LA
Directly Indirectly Principal activities
E# i IBER
2011 2010 2011 2010

% Z8-3F -F--F -%-%F

Hiet

90% 90%  Manufacturing and sales of display
modules in the PRC
RPEEEREERTESR
100% - Not yet commence business

HAES

FEHEEMZIIEBE DR -
FEREFEMZHIGERE -
FEHEFEMzE2RERE -

RZZ—ZTF+— AR AEEERFREE
(ARAIER) EnEANMERRERIEED
& HERRAEXCOLR) BRRFAA0% K
o ZHEFHEER-T——F+-A%K °

I AR A R A E AR AF E R E
i A (R A BT E 5 o
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Financial Summary
MM E

For the year ended 31 December 2011
HE-ZT——H+-A=+—HLLFE

RESULTS £ |
Revenue WA

Profit (loss) before taxation B EIEA (E18)
Income tax (expense) credit  Fif5: (Fs) &t A

Profit (loss) for the year AEERF (EE)

Attributable to: DA ALRELG -
Owners of the Company AARIRRE
Non-controlling interests JeEiE R

ASSETS AND LIABILITIES ¥EHE&E
Total assets BERE
Total liabilities BafE

Equity attributable to owners ZAARIRE
of the Company FEfb s
Non-controlling interests IR

For the year ended 31 December

BE+tZA=t-BLEFE

181

2007 2008 2009 2010 2011
—ZTAF —ET)\F —ETNF —ET-ZF —E--F
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
T THT THL THI THERT
2,896,996 2,988,617 2,983,532 4,043,031 3,334,099
256,623 171,937 148,622 266,804 (41,626)
(15,908) (28,120) (15,002) (29,180) 13,574
240,715 143,817 133,620 237,624 (28,052)
240,715 143,817 128,975 233,349 (25,478)
- - 4,645 4,275 (2,574)
240,715 143,817 133,620 237,624 (28,052)
As at 31 December
R+=BA=+-H

2007 2008 2009 2010 2011
Z2TtE “ZT)\F ZZTNEF —2-%F —E--F
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TAT FET FET TET TET
1,955,211 1,932,259 2,647,445 3,151,322 3,841,468
(710,210) (596,868) (1,102,976) (1,332,232) (1,766,578)
1,245,001 1,335,391 1,544,469 1,819,090 2,074,890
1,245,001 1,335,391 1,526,986 1,791,065 1,986,466
= = 17,483 28,025 88,424
1,245,001 1,335,391 1,544,469 1,819,090 2,074,890
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BOARD OF DIRECTORS
Executive Directors

Ms YEUNG Man Ying (Chairman)
Mr WONG Cho Tung

Mr ZHANG Jianping

Mr WONG Hei, Simon

Ms TANG Rongrong

Mr CHAN Tat Wing, Richard

Independent
non-executive Directors

Mr LIU Hing Hung

Mr XIE Linzhen

Mr DONG Yunting

AUDIT COMMITTEE

Mr LIU Hing Hung (Chairman)
Mr XIE Linzhen

Mr DONG Yunting
REMUNERATION COMMITTEE
Mr LIU Hing Hung (Chairman)
Mr XIE Linzhen

Mr DONG Yunting

Mr WONG Cho Tung
COMPANY SECRETARY

Ms WONG Tik

AUDITORS

Deloitte Touche Tohmatsu

LEGAL ADVISERS AS TO HONG
KONG LAWS

Leung & Lau
PRINCIPAL BANKERS
Hang Seng Bank Limited
Bank of Communications

Shanghai Pudong Development
Bank

REGISTERED OFFICE

Clarendon House
2 Church Street
Hamilton HM 11
Bermuda

HEAD OFFICE AND PRINCIPAL
PLACE OF BUSINESS IN
HONG KONG

Unit 2908, 29th Floor,
248 Queen’s Road East
Wanchai

Hong Kong

PRINCIPAL SHARE REGISTRAR
AND TRANSFER OFFICE

Butterfield Fund Services
(Bermuda) Limited

Rosebank Centre

11 Bermudiana Road

Pembroke

Bermuda

HONG KONG BRANCH SHARE
REGISTRAR AND TRANSFER OFFICE

Computershare Hong Kong Investor
Services Limited

Shops 1712-16, 17th Floor
Hopewell Centre

183 Queen’s Road East

Wanchai

Hong Kong

WEBSITE ADDRESS

http://www.sim.com
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