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2006 FINAL RESULTS ANNOUNCEMENT

HIGHLIGHTS

AchievedaturnoverofHK$640.9million,representinganincreaseof8�.0%overtheyearended3�
December2005.

AttainedaprofitattributabletoshareholdersofHK$53.7million,representinganincrease5.5%of
overtheyearended3�December2005.

RecordedgrossprofitofHK$240.0million,representinganincreaseof93%ascomparedwith2005.

Netprofitmarginwas8.4%,representingadecreaseof6%overthecorrespondingperiodin2005.

BasicearningspersharewereHK$0.�079,representingadecreaseof�4.8%overthesameperiodof
thepreviousyear.

TheBoardrecommendedthepaymentofafinaldividendofHK$0.03persharefortheyearended
3�December2006,togetherwithanissueof�bonussharesonthebasisof�bonussharesforevery
�existingordinarysharesof thecompanyatparvalueofHK$0.0�each,whichissubject to the
approvaloftheCompany’sshareholdersattheforthcomingannualgeneralmeeting.

Theboard(‘‘Board’’)ofdirectors(“Directors”)ChinaWirelessTechnologiesLimited(the‘‘Company’’)
ispleasedtopresenttheirreportandtheauditedconsolidatedfinancialstatementsoftheCompanyand
itssubsidiaries(collectivelyreferredtothe‘‘Group’’)fortheyearended3�December2006,together
withtheauditedcomparativefiguresforthesameperiodof2005.



CONSOLIDATED INCOME STATEMENT

The year ended at  
31 December

2006 2005
HK$’000 HK$’000

REVENUE 640,855 353,995
Costofsales (400,859) (229,880)

Grossprofit 239,996 �24,��5
Otherincome 17,336 �3,80�
Sellinganddistributioncosts (86,372) (39,427)
Administrativeexpenses (106,830) (34,909)
Otherexpenses (991) (283)
Financecosts (9,455) (2,979)

PROFITBEFORETAX 53,684 60,3�8
Tax — (9,442)

PROFITFORTHEYEAR 53,684 50,876

DIVIDENDS
 Interim 4,982 4,000
 Proposedfinal 14,957 9,964

19,939 �3,964

EARNINGSPERSHARE
ATTRIBUTABLETOORDINARY
EQUITYHOLDERSOFTHECOMPANY

 Basic 10.79 cents �2.66cents

 Diluted 10.54 cents �2.55cents



CONSOLIDATED BALANCE SHEET

31 December
2006 2005

HK$’000 HK$’000
NON-CURRENTASSETS
Property,plantandequipment 134,934 39,095
Prepaidlandleasepayments 11,597 —
Intangibleassets 22,055 25,373

Totalnon-currentassets 168,586 64,468

CURRENTASSETS
Inventories 248,306 64,599
Tradereceivables 168,047 ��0,652
Prepayments,depositsandotherreceivables 308,891 �93,4�9
Duefromdirectors 591 20�
Pledgeddeposits 44,813 49,077
Cashandcashequivalents 83,439 �09,606

Totalcurrentassets 854,087 527,554



31 December
2006 2005

HK$’000 HK$’000

CURRENTLIABILITIES
Tradepayables 61,089 27,263
Billspayable 85,963 9�,360
Otherpayablesandaccruals 189,096 �04,635
Interest-bearingbankandotherborrowings 137,451 3�,7�6
Duetoarelatedcompany 110 �06
Duetodirectors 17 �64
Taxpayable 14,344 2�,047

Totalcurrentliabilities 488,070 276,29�

NETCURRENTASSETS 366,017 25�,263

TOTALASSETSLESSCURRENTLIABILITIES 534,603 3�5,73�

NON-CURRENTLIABILITIES
Interest-bearingbankandotherborrowings 99,532 —
Deferredtaxliabilities 3,407 2,035

Totalnon-currentliabilities 102,939 2,035

Netassets 431,664 3�3,696

EQUITY
EquityattributabletoequityholdersoftheCompany
Issuedcapital 4,986 4,490
Reserves 411,721 299,242
Proposedfinaldividend 14,957 9,964

Totalequity 431,664 3�3,696



NOTES TO FINANCIAL STATEMENTS

1.1 BASIS OF PREPARATION

Thesefinancialstatementshavebeenprepared inaccordancewithHongKongFinancialReportingStandards
(“HKFRSs”)(whichalsoincludeHongKongAccountingStandards(“HKASs”)andInterpretations)issuedbythe
HongKongInstituteofCertifiedPublicAccountants,accountingprinciplesgenerallyacceptedinHongKongand
thedisclosurerequirementsoftheCompaniesOrdinanceChapter32ofthelawsofHongKong.Theyhavebeen
preparedunderthehistoricalcostconvention,exceptforcertainbuildings,whichhavebeenmeasuredatfairvalue.
ThesefinancialstatementsarepresentedinHongKongdollars(“HK$”)andallvaluesareroundedtothenearest
thousandexceptwhenotherwiseindicated.

1.2 BASIS OF CONSOLIDATION

TheconsolidatedfinancialstatementsincludethefinancialstatementsoftheCompanyanditssubsidiariesforthe
yearended3�December2006.Theresultsofthesubsidiariesareconsolidatedfromthedateofacquisition,being
thedateonwhichtheGroupobtainscontrol,andcontinuetobeconsolidateduntilthedateonwhichsuchcontrol
ceases.AllsignificantintercompanytransactionsandbalanceswithintheGroupareeliminatedonconsolidation.

2.1  IMPACT OF NEW AND REVISED HONG KONG FINANCIAL REPORTING 
STANDARDS

TheGrouphasadoptedthefollowingnewandrevisedHKFRSsforthefirst timeforthecurrentyear’sfinancial
statements.Except for incertaincases,whichgiverise tonewandrevisedaccountingpoliciesandadditional
disclosures,theadoptionofthesenewandrevisedstandardsandinterpretationshashadnomaterialeffectonthese
financialstatements.

HKAS2�Amendment NetInvestmentinaForeignOperation
HKAS39&HKFRS4Amendments FinancialGuaranteeContracts
HKAS39Amendment CashFlowHedgeAccountingofForecastIntragroupTransactions
HKAS39Amendment TheFairValueOption
HK(IFRIC)-Int4 DeterminationwhetheranArrangementcontainsaLease

Theprincipalchangesinaccountingpoliciesareasfollows:

 (a) HKAS 21 The Effects of Changes in Foreign Exchange Rates

UpontheadoptionoftheHKAS2�Amendmentregardinganetinvestmentinaforeignoperation,allexchange
differencesarisingfromamonetaryitemthatformspartoftheGroup’snetinvestmentinaforeignoperation
arerecognisedinaseparatecomponentofequityintheconsolidatedfinancialstatementsirrespectiveofthe
currencyinwhichthemonetaryitemisdenominated.Thischangehashadnomaterialimpactonthesefinancial
statementsasat3�December2006or3�December2005.

 (b) HKAS 39 Financial Instruments: Recognition and Measurement

	 	 (i)	 Amendment	for	financial	guarantee	contracts

ThisamendmenthasrevisedthescopeofHKAS39torequirefinancialguaranteecontractsissuedthat
arenotconsideredinsurancecontracts,toberecognisedinitiallyatfairvalueandtoberemeasuredatthe
higherof theamountdeterminedinaccordancewithHKAS37Provisions,ContingentLiabilitiesand
ContingentAssetsandtheamountinitiallyrecognisedless,whenappropriate,cumulativeamortisation
recognisedinaccordancewithHKAS�8Revenue.Theadoptionofthisamendmenthashadnomaterial
impactonthesefinancialstatements.



	 	 (ii)	 Amendment	for	the	fair	value	option

Thisamendmenthaschangedthedefinitionofafinancialinstrumentclassifiedasfairvaluethroughprofit
orlossandhasrestrictedtheuseoftheoptiontodesignateanyfinancialassetoranyfinancialliabilityto
bemeasuredatfairvaluethroughtheincomestatement.TheGrouphadnotpreviouslyusedthisoption,
andhencetheamendmenthashadnoeffectonthefinancialstatements.

	 	 (iii)	 Amendment	for	cash	flow	hedge	accounting	of	forecast	intragroup	transactions

Thisamendmenthas revised39 topermit the foreigncurrencyriskofahighlyprobable intragroup
forecast transactiontoqualifyasahedgediteminacashflowhedge,providedthat thetransactionis
denominatedinacurrencyotherthanthefunctionalcurrencyoftheentityenteringintothattransaction
andthattheforeigncurrencyriskwillaffecttheconsolidatedincomestatement.AstheGroupcurrently
hasnosuchtransactions,theamendmenthashadnoeffectonthesefinancialstatements.

 (c) HK(IFRIC)-Int 4 Determining whether an Arrangement contains a Lease

TheGrouphasadopted this interpretationasat�January2006,whichprovidesguidance indetermining
whetherarrangementscontainaleasetowhichleaseaccountingmustbeapplied.Thisinterpretationhashadno
materialimpactonthesefinancialstatements.

2.2  IMPACT OF ISSUED BUT NOT YET EFFECTIVE HONG KONG FINANCIAL 
REPORTING STANDARDS

TheGrouphasnotappliedthefollowingnewandrevisedHKFRSs,thathavebeenissuedbutarenotyeteffective,
inthesefinancialstatements.

HKAS�Amendment CapitalDisclosures
HKFRS7 FinancialInstruments:Disclosures
HKFRS8 OperatingSegments
HK(IFRIC)-Int7 ApplyingtheRestatementApproachunderHKAS29Financial Reporting in 

Hyperinflationary Economies
HK(IFRIC)-Int8 ScopeofHKFRS2
HK(IFRIC)-Int9 ReassessmentofEmbeddedDerivatives
HK(IFRIC)-Int�0 InterimFinancialReportingandImpairment
HK(IFRIC)-Int�� HKFRS2–GroupandTreasuryShareTransactions
HK(IFRIC)-Int�2 ServiceConcessionArrangements

TheHKAS�Amendmentshallbeappliedforannualperiodsbeginningonorafter�January2007.Therevised
standardwillaffectthedisclosuresaboutqualitativeinformationabouttheGroup’sobjective,policiesandprocesses
formanagingcapital;quantitativedataaboutwhattheCompanyregardsascapital;andcompliancewithanycapital
requirementsandtheconsequencesofanynon-compliance.

HKFRS7shallbeappliedforannualperiodsbeginningonorafter�January2007.Thestandardrequiresdisclosures
thatenableusersofthefinancialstatementstoevaluatethesignificanceoftheGroup’sfinancial instrumentsand
thenatureandextentofrisksarisingfromthosefinancialinstrumentsandalsoincorporatesmanyofthedisclosure
requirementsofHKAS32.

HKFRS8shallbeappliedforaccountingperiodbeginningonorafter�January2009.Thestandardrequires
disclosuresthatenableusersofthefinancialstatementstoevaluatethenatureandfinancialeffectsofthebusiness
activitiesinwhichtheGroupengagesandtheeconomicenvironmentsinwhichtheGroupoperates.

HK(IFRIC)-Int7,HK(IFRIC)-Int8,HK(IFRIC)-Int9andHK(IFRIC)-Int�0HK(IFRIC)-Int��andHK(IFRIC)-
Int�2shallbeappliedforannualperiodsbeginningonorafter�March2006,�May2006,�June2006and�
November2006,�March2007and�January2008,respectively.



TheGroupisintheprocessofmakinganassessmentoftheimpactofthesenewandrevisedHKFRSsuponinitial
application.TheGroupexpectsthattheadoptionofthepronouncementsabovewillhavenoimpactontheGroup’s
financialstatementsintheperiodofinitialapplication.

3. SEGMENT INFORMATION

SegmentinformationispresentedbywayoftheGroup’sprimarysegmentreportingbasis,bybusinesssegment.In
determiningtheGroup’sgeographicalsegments,revenuesareattributedtothesegmentsbasedonthelocationof
thecustomers,andassetsareattributedtothesegmentsbasedonthelocationoftheassets.Nofurthergeographical
segmentinformationispresentedastheGroup’scustomersandoperationsaremainlylocatedinMainlandChina.

TheGroup’soperatingbusinessesarestructuredandmanagedseparatelyaccordingtothenatureoftheiroperation
andtheproductsandservicestheyprovide.EachoftheGroup’sbusinesssegmentrepresentsastrategicbusiness
unitthatoffersproductsandserviceswhicharesubjecttorisksandreturnsthataredifferentfromthoseoftheother
businesssegments.Summarydetailsofthebusinesssegmentsareasfollows:

(a) thewirelesssystemsolutionssegmentenablesnetworkoperators toextendandenhance the transmission
qualityoftheirtelecommunicationnetworksandsupporttheirtelecommunicationserviceswithmanagement
functionsanduserinterfacethatcanprovidevalue-addedservicestosubscribers;and

(b) thewirelessterminalssegmentis theprovisionofsmartphones,whichintegrateamobilephoneandaPDA
withwirelessapplicationslikee-mailandinternetbrowsing,andothermobilephones.

 Business segments

Thefollowingtablespresentrevenue,profitandcertainasset,liabilityandexpenditureinformationfortheGroup’s
businesssegmentsfortheyearsended3�December2006and2005.

2006 2005
HK$’000 HK$’000

Segmentrevenue:
 Wirelesssystemsolutions 10,200 28,405
 Wirelessterminals 630,655 325,590

Consolidatedrevenue 640,855 353,995

Segmentnetprofit:
 Wirelesssystemsolutions 2,336 �2,335
 Wirelessterminals 93,202 76,058

95,538 88,393
Unallocatedcorporateexpenses (32,399) (25,096)
Financecosts,net (9,455) (2,979)

Profitbeforetax 53,684 60,3�8
Tax — (9,442)

Profitfortheyear 53,684 50,876



2006 2005
HK$’000 HK$’000

Segmentassets:
 Wirelesssystemsolutions 20,608 50,88�
 Wirelessterminals 687,194 324,097
 Unallocatedcorporateassets 314,871 2�7,044

Totalassets 1,022,673 592,022

Segmentliabilities:
 Wirelesssystemsolutions 3,289 8,574
 Wirelessterminals 267,453 �23,060
 Unallocatedcorporateliabilities 320,267 �46,692

Totalliabilities 591,009 278,326

Capitalexpenditure:
 Wirelesssystemsolutions — —
 Wirelessterminals 23,238 25,956
 Others 89,211 909

112,449 26,865

Depreciation:
 Wirelesssystemsolutions 235 544
 Wirelessterminals 964 622
 Others 3,631 �,697

4,830 2,863

Amortisation:
 Wirelesssystemsolutions — —
 Wirelessterminals 10,476 5,�79
 Others 255 —

10,731 5,�79

Surplusonrevaluationrecogniseddirectlyinequity:

 Wirelesssystemsolutions — —
 Wirelessterminals — —
 Others 7,039 4,630

7,039 4,630



4. REVENUE AND OTHER INCOME

Revenue,whichisalso theGroup’s turnover,represents thenet invoicedvalueofgoods,after
allowancesforreturnsandtradediscountsandnetofsalestaxandvalue-addedtax.Allsignificant
intra-grouptransactionshavebeeneliminatedonconsolidation.

Ananalysisofrevenueandotherincomeisasfollows:

2006 2005
HK$’000 HK$’000

Revenue
Saleofwirelesssystemsolutionsandwirelessterminals 640,855 353,995

Otherincome
Rentalincome — 233
Bankinterestincome 1,811 7�3
Governmentgrantsandsubsidies* 14,426 ��,�9�
Maintenanceincome — �,206
Sundryincome 1,099 458

17,336 �3,80�

658,191 367,796

* Theamountmainlyrepresentedvalueadded-tax(“VAT”)refundfroma taxbureauandgovernmentgrants
receivedfromafinancebureautosupporttheGroupinresearchanddevelopment.



5. PROFIT BEFORE TAX

TheGroup’sprofitbeforetaxisarrivedataftercharging/(crediting):

2006 2005
HK$’000 HK$’000

Costofinventoriessold 400,859 228,534
Depreciation 4,830 2,863
Amortisationofpatentsandlicences* 7,242 3,408
Recognitionofprepaidlandleasepayments 255 —
Researchanddevelopmentcosts:
 Productdevelopmentcostsamortised* 3,234 �,77�
 Currentyearexpenditure 8,946 9,9�5

12,180 ��,686

Operatingleaserental 1,616 �75
Provision/(writeback)ofprovisionfortradereceivables 2,337 (2,027)
Lossondisposalofitemsofproperty,plantandequipment 943 85
Auditors’remuneration 1,637 �,500
Staffcosts(includingdirectors’andseniorexecutives’emoluments):
 Salariesandwages 60,962 2�,793
 Staffwelfareexpenses 1,736 �,�46
 Pensionschemecontributions 3,062 �,473
 Equity-settledshareoptionexpense 4,736 3,74�

Totalstaffcosts 70,496 28,�53

Foreignexchangedifferences,net 78 (227)
Rentalincome — (233)
Bankinterestincome (1,811) (7�3)

* Theamortisationofpatentsandlicensesandproductdevelopmentcostsfortheyearisincludedin“Administrative
expenses”onthefaceoftheconsolidatedincomestatement.

6. FINANCE COSTS

Group
2006 2005

HK$’000 HK$’000

Intereston:
 Bankloanswhollyrepayablewithinoneyear 6,056 2,979
 Bankloanswhollyrepayablewithinfiveyears 35 —
 Billspayable 3,364 —

9,455 2,979



7. TAX

NoprovisionforHongKongprofitstaxhasbeenmade(2005:Nil)astheGroupdidnotgenerateanyassessable
profitsarisinginHongKongduringtheyear.Taxesonprofitsassessableelsewherehavebeencalculatedattherates
of taxprevailingin thecountries inwhichtheGroupoperates,basedonexistinglegislation, interpretationsand
practicesinrespectthereof.

2006 2005
HK$’000 HK$’000

Group:
 Currentyearprovision
  HongKong — —
  MainlandChina — 9,442

Totaltaxchargefortheyear — 9,442

Areconciliationofthetaxexpenseapplicabletoprofitbeforetaxusingthestatutoryrateforthecountryinwhich
theCompanyandthemajorityofitssubsidiariesaredomiciledtothetaxexpenseat theeffectivetaxrate,anda
reconciliationoftheapplicableratetotheeffectivetaxrate,isasfollows:

2006 2005
HK$’000 HK$’000

Profitbeforetax 53,684 60,3�8

Taxattheapplicabletaxrate(2006:�5%,2005:�5%) 8,053 9,069
Incomenotsubjecttotax  — (�,045)

Expensesnotdeductiblefortax �,4�8
Taxlossesnotrecognised 4,649 —
Taxexemption/relief (12,702) —

TaxchargeattheGroup’seffectiverate(2006:Nil,2005:�5.6%) — 9,442

AccordingtotheIncomeTaxLawofthePRCforForeignInvestmentEnterprisesandForeignEnterprisesandas
approvedbyrelevanttaxauthorities,ShenzhenYulongComputerTelecommunicationScientificCo.，Ltd(“Shenzhen
Yulong”),awholly-ownedsubsidiaryoftheCompanyoperatingin ShenzhenMainlandChina,whichisqualifiedas
ahigh-technologyenterpriseandoperatesinShenzhen,wasexemptedfromthecorporateincometaxofthePRCfor
thetwoyearsstartingfromthefirstprofitableyearofoperationsandwasentitledtoa50%relieffromthecorporate
incometaxofthePRCforthefollowingsixyears.ThefirstprofitableyearofoperationsofShenzhenYulongwas
�996.Anincometaxrateof�5%wasappliedfortheyearended3�December2006.Noprovisionfortaxationhas
beenmadeasShenzhenYulongsufferedalossfortheyear.

CoolpadSoftwareTech(Shenzhen)Co.,Ltd(“CoolpadSoftware”)wassetupon7March2006andcommenced
operationsinSeptember2006.CoolpadSoftwarealsoenjoyedanexemptionfromcorporationincometaxforthe
twoyearsstartingfromthefirstprofitableyearofoperationsandwasentitledtoa50%relieffromthecorporate
incometaxofthePRCforthefollowingthreeyears.SincethetaxholidayofCoolpadSoftwarecommencedin2006,
noprovisionforincometaxwasneededincurrentyear.

DongguanYulongComputerTelecommunicationScientificCo.,Ltd. (“DongguanYulong”)was setupon3
November2006.TherewerenooperationsforDongguanYulonguptotheendofDecember2006.



8. DIVIDENDS

Group
2006 2005

HK$’000 HK$’000

Interim
 —HK$0.0�(2005:HK$0.0�)perordinaryshare 4,982 4,000
Proposedfinaldividend
 —HK$0.03(2005:HK$0.02)perordinaryshare 14,957 9,964

19,939 �3,964

TheproposeddeclarationofafinaldividendfortheyearofHK$0.03persharewillbesubjecttotheapprovalof
theCompany’sshareholdersattheforthcomingannualgeneralmeeting(‘‘AGM’’).Theregisterofmembersofthe
Companywillbeclosedfrom22May2007to25May2007(bothdatesinclusive)forthepurposesoftheproposed
declarationoffinaldividend.HoldersofshareswhosenameappearsontheregisterofmembersoftheCompany
asatthecloseofbusinessof2�May2007willbeentitledtoattendandvoteattheAGMandtheproposedfinal
dividendandbonusissueofshares(subjecttoapprovalattheAGM)Itisexpectedthat,uponobtainingshareholders’
approval,theproposedfinaldividendandbonusshareswillbepaidonorbefore�5June2007.

9.  EARNINGS PER SHARE ATTRIBUTABLE TO ORDINARY EQUITY HOLDERS 
OF THE COMPANY

Thecalculationoftheamountofthebasicearningspershareamountsisbasedontheprofitfortheyearattributable
toordinaryequityholdersoftheCompany,andtheweightedaveragenumberofordinarysharesinissueduringthe
year,asadjustedtoreflecttherightsissueduringtheyear.

Thecalculationof theamountof thedilutedearningsper shareamounts isbasedon theprofit for theyear
attributabletoordinaryequityholdersoftheCompany.Theweightedaveragenumberofordinarysharesusedin
thecalculationis thenumberofordinarysharesinissueduringtheyear,asusedinthebasicearningspershare
calculationandtheweightedaveragenumberofordinarysharesassumedtohavebeenissuedatnoconsiderationon
thedeemedexerciseorconversionofallthedilutivepotentialordinarysharesintoordinaryshares.

Thecalculationsofbasicanddilutedearningspersharearebasedon:

2006 2005
HK$’000 HK$’000

Earnings
ProfitattributabletoordinaryequityholdersoftheCompany,

usedinthebasicearningspersharecalculation: 53,684 50,876

Shares Number of shares
2006 2005

Weightedaveragenumberofordinarysharesinissueduringtheyear
usedinthebasicearningspersharecalculation 497,449,732 40�,745,205

Effectofdilution-weightedaveragenumberofordinaryshares:
 Shareoptions 12,095,605 3,6�6,624

509,545,337 405,36�,829



10. EVENT AFTER THE BALANCE SHEET DATE

Thedirectorsproposedtoissue�bonussharefor�ordinaryshareatparvalueofHK$0.0�eachheldbytheexisting
shareholders,whichissubject to theapprovalof theCompany’sshareholdersat theforthcomingannualgeneral
meeting.

MANAGEMENT DISCUSSION & ANALYSIS
Review of Operations

Turnover

For theyear ended3�December2006, theGroupachieved a turnoverofHK$640.9million,
representinganincreaseagrowthof8�%overthatoftheyearended3�December2005.Therevenue
fromthesmartphonesamountedtoHK$630.7million,representingthe98%ofthetotalrevenue.

2006 % of 
turnover

2005 %of
turnoverHK$ million HK$million

Wireless	systems	solutions
 PHSIntelligentCoverageSystem 10.2 2% 22.� 6%
 IntegratedTelecomBusinessPlatform — — 6.3 2%
Subtotal 10.2 2% 28.4 8%
Smartphones
 Dual-modesmartphone 526.5 82% 297.4 84%
 CDMAsmartphone 104.2 16% 28.2 8%
Subtotal 630.7 98% 325.6 92%
Total 640.9 354.0

Gross	Profit

TheGroup’sgrossprofit increasedby93.4% toHK$240.0million in2006.Facedwith thehot
competition, thegrossprofitmarginof theGroupstill increasedby2.3% to37.4% in2006,as
comparedwith35.�%in2005.TheincreaseisattributabletothetechnologystrengthoftheGroupand
itswellproductioncostcontrol.

Selling	and	distribution	costs

Sellingandmarketingexpenses largely increasedby��9.3%fromHK$39.4million in2005 to
HK$86.4millionin2006,representingofthe�3.5%ofthetotalrevenueoftheGroup.Theincrement
principallyreflectedthesteppingupofpromotionalandadvertisingactivities,thehigherstaffcostsas
themarketingstaffforcewasenlarged,andtheextendeddistributionnetwork.Owingtothemarket
competition,theGroupplacedmoreemphasisonmarketpromotiontoenhancethe“Coolpad”brand
reputation.



Administrative	expenses

Administrativeexpenses largely increasedby206.0%fromHK$34.9millionin2005toHK$�06.8
millionin2006,representingofthe�6.7%ofthetotalrevenueoftheGroup.Thesharplyincreasewas
mainlyattributable tohigherresearchanddevelopmentexpenses includingemployingmoreR&D
employee,payingmoreR&Dexpensetocertain3GcompaniessuchasTI,QualcommandDatangand
soon.

Income	tax	expense

In2006,theGroup’sprofit taxchargeisnil,ascomparedtoHK$9.4millionin2005.Accordingto
theIncomeTaxLawof thePRCforForeignInvestmentEnterpriseandForeignEnterprisesandas
approvedbyrelevant taxauthorities,ShenzhenYulongawholly-ownedsubsidiaryof theCompany
operating inMainlandChina,which isqualifiedasahigh-technologyenterpriseandoperates in
Shenzhen,wasexemptedfromthecorporateincometaxofthePRCforthetwoyearsstartingfrom
thefirstprofitableyearofoperationsandwasentitledtoa50%relieffromthecorporateincometax
ofthePRCforthefollowingsixyears.ThefirstprofitableyearofoperationsofShenzhenYulongwas
�996.Anincometaxrateof�5%wasappliedfortheyearended3�December2006.Noprovisionfor
taxationhasbeenmadeasShenzhenYulongsufferedalossfortheyear.

CoolpadSoftwarewassetupon7March2006andcommencedoperationinSeptember2006.Coolpad
Softwarealsoenjoyedexemptionfromcorporation incometaxfor the twoyearsstartingfromthe
firstprofitableyearofoperationandwasentitledtoa50%relieffromthecorporateincometaxofthe
PRCforthefollowingthreeyears.SincethetaxholidayofCoolpadSoftwarecommencedin2006,no
provisionforincometaxwasneededincurrentyear.

DongguanYulongwassetupon3November2006.TherewerenooperationsforDongguanYulongup
totheendofDecember2006.

Net	Profit

For theyear ended3�December2006, theGroup recorded anet profit ofHK$53.7million,
representingaslightincreaseof5.5%over2005.Thenetprofitmarginlargelydroppedfrom�4.4%
in2005to8.4%in2006.Themajorreasonswere that,during thereportingperiod:(�) theGroup
increaseditsresearchanddevelopmentexpenses;and(2)theGroupincreaseditsmarketingpromotion
andbrandbuildingexpenses.

Business	Activities

Asoneoftheleadingwirelessdatatotalsolutionsprovidersandthesmartphone(especiallydual-mode
smartphone)leadersintheworld,theGroupoffersinnovativeproductsandpersonalisedsolutionsto
satisfydemandsofdifferentclientsandvariousindustriesfordomesticandoverseasmarkets.

Theyearof2006wasanexcitingyear.The“Coolpad”brandwaswidelyrecognisedandenjoyed
enhancedreputationinthePRCandinternationalsmartphonemarket.The“Coolpad”brandbecame
themostfamousbrandindual-modeandCDMAsmartphonemarketinthePRC.Inordertofurther
boostthebrandawarenessofthe“Coolpad”brand,theGroupactivelyparticipatedinmanydomestic
andglobal telecommunicationexhibitionsandalsoplacedasignificantamountofadvertisement in
newspapers,aviationmagazineandoutdoormediaandsoon.



In2006, theGroupmarketed sixnewmodelsof smartphoneswithproprietyoperation system,
includingtwoCDMA-GSMsmartphones,oneGSM-GSMsmartphone,onePHS-GSMsmartphoneand
twoCDMAsmartphones.TheGroupsuccessfullydevelopedtheCoolpad288dual-modesmartphone,
whichwasthefirstmedium-priceddual-modesmarphonetotargetpopularpeople.Withthelaunchof
theCoolpad288dual-modesmartphone,anincreasingnumberofcustomersarebecomingattractedto
andfamiliarwiththedual-modesmartphone.TheCoolpad728Bwithitsmorepowerfulfunctionsand
attractivepriceattractedhugemarketinterestsuponitslaunchandtheGrouphassecuredalargeorder
fromChinaUnicom.

Duringthereportingperiod,theGroupinvestedsubstantialresourcesintheresearchanddevelopment
fields.Toestablishitself inthe marketandtobecompetitive, theGroupemployedalargenumber
ofexperiencedandskilledR&Dengineers.Comparedwiththesameperiodoflastyear, thenumber
ofR&Dengineersincreasedmorethan�00%.Inaddition,todeveloptopqualityandcompetitively-
pricedproducts,theGroupactivelycooperatedwithinternationalwell-knownchipsetcompaniesand
softcompanysuchasTI,QualcommandMicrosoft.TocapturetheTD-SCDMA3Gmarketandsecure
aleadingadvantage,theGroupestablishedclosestrategicpartnershipswithTatangTelecomcompany,
the leadingTD-SCDMA3Gstandarddeveloper.TheDirectorsbelieve that thesecooperationsand
thehuge investment inR&Dwillyieldsuccessfuloutcomesandhelp tomaintain thecompetitive
advantageandmarketleaderpositioninfuture.

Liquidity and Financial Resources

Fortheyearended3�December,2006,theGroup’soperatingcapitalwasmainlygeneratedfromcash
fromitsdailyoperationsandbankborrowings.

• Asat3�December2006,theGrouphadagearingratioof58%(basedondebtovertotalassets)(2005
:47%)

• Asat3�December2006,theGrouphadacurrentratioof�.7(basedoncurrentassetsovercurrent
liability)(2005:�.9)

Outlook

TheGroupplans to launchat least�2newsmartphonemodels targetingdifferentcustomersand
telecomoperatorsfordifferentcountriestoprovidewirelessdatatotalsolutionsin2007.Amongthe
�2newsmartphonemodels,�0modelsofwhichwillbebasedon2.5Gnetworkandtheremainderwill
bebasedonTD-SCDMA3Gnetwork.TheDirectorsbelievethat theTD-SCDMA-GSMdual-mode
smartphonewillbemarketedinthesecondhalfof2007.The3modelsbasedon2.5Gnetworkwill
targettheoverseasmarket.Therevenuefromoverseasmarketisexpectedtoincreaselargelyin2007.

In2007,apartfromcontinuingtokeepacloseworkingrelationshipwithChinaunicom,theGroup
willalsoputmoreemphasisoncooperationwithothertelecomoperators.Currently, theGSM-GSM
dual-modesmartphoneisbeingtested.TheDirectorsbelievethattheGroupwillreceivesomeorders
ofGSM-GSMsmartphoneinthefirsthalfof2007.Withvariousdual-modesmartphonesmarketedin
2007,theGroupisactivelyseekingvariousdistributorsofitsdual-modesmartphoneproductswitha
viewtoexpandingitscustomersbase.

In thesecondhalfof2007, theGroupwillmove toanewlargerbuildingfromitscurrentoffice
premises.ThemovewillmarkedlyimprovetheadministrativeefficiencyoftheGroup.



AsaR&Denterprise, theGroupalwaysplacestheR&Dataveryimportantposition.In2007, the
GroupwillcontinuetoadoptactiveR&Dstrategiestokeepitstechnologystrengthsthroughemploying
engineerswithhighcaliber,furthercooperationwithotherR&DenterprisesandperfectingitsR&D
managementsystem.

Use of Proceeds

TheCompanywaslistedontheMainBoardofTheStockExchangeofHongKongLimited(the“Stock
Exchange”)on9December2004.Asat3�December2006, theCompanyhadusedup its listing
proceedsassetout in theCompany’s listingprospectusexcept for theHK$5million intendedfor
strategicinvestments.

InDecember2005,theCompanyandDataDreamlandHoldingsLimited,asubstantialshareholderof
theCompany,andtheplacingagentsenteredintoanagreementpursuanttowhichtheCompanyissued
andplaced40,000,000newshares,atapriceofHK$�.05persharebywayoftopupplacing.Thenet
proceedsfromtheplacementoftheCompanywereapproximatelyHK$40.5million,whichhadbeen
usedupasat3�December2006.

InJanuary2006, theCompanyandDataDreamlandHoldingsLimited,asubstantialshareholderof
theCompany,andtheplacingagentsenteredintoanagreementpursuanttowhichtheCompanyissued
andplaced40,000,000newshares,atapriceofHK$�.22persharebywayoftopupplacing.Thenet
proceedsfromtheplacementoftheCompanywereapproximatelyHK$47.6million,whichhadbeen
usedupasat3�December2006.

Pledge of assets

Asat3�December2006,approximatelyHK$40millionoftheGroup’sbankdepositswaspledgedto
securenotespayableandHK$5millionoftheCompany’sbankdepositswaspledgedtosecurealetter
ofcredit.TheGroup’sleaseholdlandwithanetbookvalueofapproximatelyHK$��.6millionwas
pledgedtosecureashorttermbankloanofHK$59.7millionandalongtermbankloanofHK$99.5
milliongrantedtotheGroup.

Foreign Exchange Exposure

Duringthereportingperiod,theGroup’sexpenses,assetsandliabilitiesweremainlydenominatedin
Renminbi.TakingintoaccounttheGroup’soperationandcapitalneeds,theDirectorsconsideredthat
theGroupdidnothaveanysignificantforeignexchangeexposure.

Employees and Remuneration Policy

During theyear, the staffcostamounted toHK$70.5million.The remunerationof theGroup’s
employeesiscommensuratewiththeirresponsibilitiesandmarketlevels,withdiscretionarybonuses
andtraininggivenonameritbasis.

Significant Investments

TherewerenosignificantinvestmentsheldbytheGroupasat3�December2006.



Material Acquisition and Disposals during the Year

Therewerenomaterialacquisitionsanddisposalsof theCompanyand its subsidiariesasat3�
December2006.

Purchase, redemption or sale of listed securities of the Company

Duringtheperiodunderreview,neithertheCompanynoranyofitssubsidiariespurchased,redeemed
orsoldanyofthecompany’slistedsecurities.

Audit Committee

Theaudit committee (‘‘AuditCommittee’’)of theCompanycomprising four independentnon-
executiveDirectors,hasreviewedtheaccountingprinciplesandpracticesadoptedbytheCompany
andhasdiscussedauditing,internalcontrolandfinancialreportingmatters.TheAuditCommitteehas
reviewedtheGroup’sauditedfinancialstatementsfortheyearended3�December2006.

Compliance with the Code of Corporate Governance Practices

CodeProvisionA.2.�oftheCodeofCorporateGovernancePracticesaswassetoutinAppendix�4of
theRulesGoverningtheListingofSecuritiesontheStockExchange(‘‘Code’’)stipulatesthattheroles
ofchairmanandchiefexecutiveofficershouldbeseparateandshouldnotbeperformedbythesame
individual.Currently,Mr.GuoDeyingisthechairmanoftheBoardandtheChiefExecutiveOfficer
of theCompany.TheBoardconsiders that thisstructurewillnot impair thebalanceofpowerand
authoritybetweentheBoardandtheManagementandbelievesthatthisstructureenablestheGroup
tomakeandimplementdecisionpromptlyandefficiently.Inaddition,theBoardisoftheviewthat,in
viewofthecurrentlyscaleofoperationsoftheGroup,theseparationoftheroleofthechairmanand
ChiefExecutiveOfficeroftheCompanymayhinderadministrativeefficiencyandisneithersuitableto
theGroupnorintheinterestsofshareholdersasawhole.

Saveasdisclosedabove,noneoftheDirectorsisawareofanyinformationwhichwouldreasonably
indicatethattheCompanywasnot,foranypartoftheyearended3�December2006,incompliance
withtheCodeofCorporateGovernancePracticesaswassetoutinAppendix�4oftheListingRules.

ByorderoftheBoard
China Wireless Technologies Limited 

GUO DEYING 
Chairman

HongKong,��April2007

As at the date of this announcement, the Board comprises two executive directors, namely Mr. Guo 
Deying and Mr. Jiang Chao; two non-executive directors, namely, Ms. Yang Xiao and Ms. Ma Dehui 
and four independent non-executive directors, namely, Dr. Huang  Dazhan, Mr. Xie Weixin, Mr. Chan 
King Chung and Mr. Yang Xianzu.


