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Nevada 87-0618756
(State or other jurisdiction of incorporation or organization)  (I.R.S. Employer Identification No.)

Unit 3506, Bank of America Tower, 12 Harcourt Road, Central, Hong Kong

(Address of principal executive offices)     (Zip Code)
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Securities registered under Section 12(b) of the Exchange Act:

None

Securities registered under Section 12(g) of the Exchange Act:

Common Stock, $.001 par value

Check whether the issuer is not required to file reports pursuant to Section 13 or 15(d) of the Exchange Act.  £

Note � Checking the box above will not relieve any registrant required to file reports pursuant to Section 13 or 15(d) of
the Exchange Act from their obligations under those Sections.
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Check whether the issuer (1) filed all reports required to be filed by Section 13 or 15(d) of the Exchange Act during
the past 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been
subject to such filing requirements for the past 90 days. Yes S     No £

Check if there is no disclosure of delinquent filers in response to Item 405 of Regulation S-B contained in this form,
and no disclosure will be contained, to the best of registrant�s knowledge, in definitive proxy or information statements
incorporated by reference in Part III of this Form 10-KSB or any amendment to this Form 10-KSB.  S

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).  Yes
£     No S

State issuer�s revenues for its most recent fiscal year.

$52,722,732

State the aggregate market value of the voting and non-voting common equity held by non-affiliates computed by
reference to the price at which the common equity was sold, or the average bid and asked price of such common
equity, as of a specified date within the past 60 days. (See definition of affiliate in Rule 12b-2 of the Exchange Act.)
On December 31, 2006 the aggregate market value of the voting stock of the Company held by non-affiliates of
the registrant was $4,585,863  The Company�s stock is listed on the OTCBB under the symbol INCM.

Note: If determining whether a person is an affiliate will involve an unreasonable effort and expense, the issuer may
calculate the aggregate market value of the common equity held by non-affiliates on the basis of reasonable
assumptions, if the assumptions are stated.

(ISSUERS INVOLVED IN BANKRUPTCY PROCEEDINGS DURING THE PAST FIVE YEARS)

Check whether the issuer has filed all documents and reports required to be filed by Section 12, 13 or 15(d) of the
Exchange Act after the distribution of securities under a plan confirmed by a court.

 Yes £     No £
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(APPLICABLE ONLY TO CORPORATE REGISTRANTS)

State the number of shares outstanding of each of the issuer�s classes of common equity, as of the latest practicable
date.  As of March 15, 2007, there were 37,900,536 shares of common stock issued and outstanding.

DOCUMENTS INCORPORATED BY REFERENCE

If the following documents are incorporated by reference, briefly describe them and identify the part of the Form
10-KSB (e.g., Part I, Part II, etc.) into which the document is incorporated: (1) any annual report to security holders;
(2) any proxy or information statement; and (3) any prospectus filed pursuant to Rule 424(b) or (c) of the Securities
Act of 1933 (�Securities Act�). The listed documents should be clearly described for identification purposes (e.g.,
annual report to security holders for fiscal year ended December 24, 1990).

Transitional Small Business Disclosure Format (Check one): Yes £  No S
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PART I

Forward-Looking Statement Notice

When used in this report, the words �may,� �will,� �expect,� �anticipate,� �continue,� �estimate,� �project,� �intend,� and similar
expressions are intended to identify forward-looking statements within the meaning of Section 27A of the Securities
Act of 1933 and Section 21E of the Securities Exchange Act of 1934 regarding events, conditions, and financial trends
that may affect the Company�s future plans of operations, business strategy, operating results, and financial position.
 Persons reviewing this report are cautioned that any forward-looking statements are not guarantees of future
performance and are subject to risks and uncertainties and that actual results may differ materially from those included
within the forward-looking statements as a result of various factors.

Item 1.  Description of Business.

History

Innocom Technology Holdings, Inc., (the "Company") was organized under the laws of the state of Nevada on June
26, 1998 under the name Dolphin Productions, Inc., The Company has provided musical and other performance
services for concerts and public events.  During the fiscal year ended September 30, 2003, the Company determined to
shift its emphasis away from the presentation of concerts and toward the Internet marketing of recorded music.  The
Company has not presented live musical concerts during the last two fiscal years.  The Company owns the rights to
the domain name "dolphinproductions.net."  The Company has encountered substantial competitive, legal,
technological and financial obstacles to its entry into the business of marketing recorded music through the Internet.
 The Company has not generated substantial revenues from Internet marketing of musical properties.

On March 30, 2006, pursuant to an Agreement and Plan of Reorganization dated March 15, 2006 by and among
Dolphin Productions, Inc., a Nevada corporation (the �Company�) and Innocom Technology Holdings Limited a British
Virgin Islands corporation (�Innocom�) and certain shareholders of Innocom, the Company acquired 100% of Innocom�s
issued and outstanding common stock making Innocom a wholly owned subsidiary of the Company.  As a result, the
Company, which previously had no material operations has acquired the business of Innocom.  

Our Business
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We are a leading mobile communication technology company in China.  We have two principal business lines; mobile
phone handset design and trading of mobile phone handsets and components.  We provide customized mobile phone
design services to licensed manufacturers in China.  Our services include hardware system design based on chipsets
such as integrated circuits sourced from external suppliers, application software design and mobile phone handset
casing design. In addition to design services, we provide sourcing of mobile phone handsets and components for
customers on a wholesale basis.

We currently have two major revenue streams.  Revenues are derived from providing total mobile phone handset
design solutions to a client.  This revenue stream is negotiated on a project by project basis.  We also earn royalty fees
when a client begins commercial production of handsets we have designed.  The royalty is levied on either each
printed circuit board shipped or charged on a lump sum basis.

In China, manufacturing of mobile phone handsets is a regulated industry with limited number of  licensed
manufacturers of mobile handsets.  In order to lower cost and launch new models in a timely manner for competition,
major licensed manufacturers will outsource the design of new precuts to independent design houses.  They may or
may not outsource the manufacturing process to electronic manufacturing services (�EMS�) providers.  The licensed
manufacturers then sell the final products under their own brand name in the Chinese retail market.  Our clients are the
licensed mobile handset manufacturers.

We plan to expand our existing mobile phone handset design services by increasing our number of staff in the product
development department; work with existing customers to launch mobile phone handsets on our design platform to
generate royalty income; cooperate with telecom operators in specifically designed mobile phone handsets for launch
in the market; and expand our coverage to work with first and second tier licensed mobile phone manufacturers in
China.  We also plan to expand the sourcing of mobile phone handsets and components in both China and the overseas
markets.

4
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Customers

Our customers include major mobile handset brand owners in China, such as TCL, CECT, Cosun Communications,
Panda Communications and Zhejiang Holley Communication Group Co., Ltd.

We generate our revenue from three main sources:

-

Design fees.

-

Royalty charged for each unit of mobile handset the customers produce based on the volume of production.

-

Sale of complete mobile handsets.

Facilities

We do not own any land and building. We currently rent a 300 square meters office in Beijing and a 284 square
meters office in Shenzhen, the PRC for marketing of mobile phone handsets.  We also rent a 200 square meters office
with a lease period of two years in Hong Kong as our headquarter office.

Employees

As we will relocate our research and development division from Beijing to Shanghai, we disband most of our staff in
our Beijing office recently. We currently have 15 employees, including 6 in sales and marketing, 4 in administration
and management, and 5 in technical support and others.
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Item 2.  Description of Property.

We do not own intellectual property, land or buildings.  We currently rent a 300 square meters office in Beijing and a
284 square meters office in Shenzhen, the PRC for marketing of mobile phone handsets.  We also rent a 200 square
meters office with a lease period of two years in Hong Kong as our headquarter office.

Item 3.  Legal Proceedings.

No legal proceedings are threatened or pending against the Company or any of our officers or directors.  Further, none
of our officers, directors or affiliates are parties against the Company or have any material interests in actions that are
adverse our own.

Item 4.  Submission of Matters to a Vote of Securities Holders.

No matters were submitted during the fourth quarter of the fiscal year covered by this report to a vote of security
holders.

PART II

Item 5.

Market for Common Equity and Related Stockholder Matters.

We are listed on the Over the Counter Bulletin Board under the symbol �INCM.� As of March 15, 2007 there were 266
shareholders of record holding 37,900,536 shares of common stock. The holders of common stock are entitled to one
vote for each share held of record on all matters submitted to a vote of stockholders. Holders of the common stock
have no preemptive rights and no right to convert their common stock into any other securities. There are no
redemption or sinking fund provisions applicable to the common stock.

5
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CLOSING BID CLOSING ASK
2006 High Low High Low

Jan. 3 thru Mar. 31 2.35 .75 2.90 1.00
Apr. 3 thru June 30 2.35 1.80 2.90 2.00
July 3 thru Sept. 29 2.15 1.75 2.30 1.85
Oct. 2 thru Dec. 29 2.21 1.51 2.30 1.60

2005

Nov. 2 (First Avail.) thru Dec. 30 1.45 .25 1.75 .90

The above quotations, as provided by Pink Sheets, LLC, represent prices between dealers and do not include retail
markup, markdown or commission.  In addition, these quotations do not represent actual transactions.

We have not paid, nor declared, any dividends since our inception and do not intend to declare any such dividends in
the foreseeable future. Our ability to pay dividends is subject to limitations imposed by Nevada law. Under Nevada
law, dividends may be paid to the extent that a corporation�s assets exceed its liabilities and it is able to pay its debts as
they become due in the usual course of business.

Item 6.

Management�s Discussion and Analysis or Plan of Operation.

15 Months Ended December 31, 2006 and fiscal year 2005

On March 30, 2006, the Company has issued 32,162,500 shares to acquire entire interest in Innocom Technology
Holdings Limited (�ITHL�). The principal activities of ITHL are provision of design and solution for mobile phone, and
trading of mobile phone and related components.  
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The transaction, for accounting and financial reporting purposes, is deemed to be a reverse takeover transaction
(�RTO�). The RTO has been accounted for as a recapitalization of the Company whereby the historical financial
statements and operations of ITHL become the historical financial statements of the Company.

Net Income.  Net income increased by $30,301,429 from $22,421,303 in 2005 to $52,722,732 in 2006.  

Net sales, gross profit and gross profit margin. Below is the summary of operations with different business segments,
in design and solution provision for mobile phone and trading of mobile phone and related components respectively,
for the fifteen months ended December 31, 2006 and year ended December 31, 2005.

15 months ended
December 31,

Year ended
December 31,

2006 2005
$ $

Net revenue
- Design and solution provision for mobile phone 1,003,320 2,457,668
- Trading of mobile phone and related components 51,719,411 19,962,434
- Sundry - 1,201

52,722,732 22,421,303
Gross profit
- Design and solution provision for mobile phone 285,408 2,057,669
- Trading of mobile phone and related components 3,630,793 3,057,235
- Sundry - 901

3,916,201 5,115,860
Gross profit ratio
- Design and solution provision for mobile phone 28.45% 83.73%
- Trading of mobile phone and related components 7.02% 15.31%
- Sundry - 75.02%

7.43% 22.82%

6
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Trading of mobile phone handsets and components. During the fiscal year 2006, sale increased by approximately
159.08%% from $19,962,434 to $51,719,411 relative to the prior period. The increase is attributable to trading of
liquid crystal display module components and spare parts during 2006, the gross profit margin of which is lower than
complete set of mobile phone. As a result, the gross profit ratio drops from 15.31% in 2005 to 7.02% in 2006.

Design and solution provision for mobile phone. During the fiscal year 2006, design fee has dropped 57.96% from
$2,457,668 to $1,003,320 relative to the prior period. The gross profit ratio also drops from 83.73% to 28.45%.

The drop is attributable to the reason that mobile phone has become fashion electronic consumable products. In 2005,
there are approximately 1,600 new mobile handset models being rolled out in the PRC. The figure is almost doubled
in 2006. The product cycle time of mobile phone handset is shortened substantially. As a result, fewer and fewer
mobile model would warrant a design from scratch under which a design house can ask a higher level of design fee.
 Currently, manufacturers would prefer some ready-made Solution � a printed circuit board for mobile phone handset.

In 2005 and before, we make mobile handset design under specification of handset brand owners. Upon completion,
handset brand owners own the patents of our designs. The gross margins of design services is cost plus profit margin
and vary from contact to contact as a result of various reasons including relative mix of our services and products and
terms at which we offer to customers.

In 2006, we design the basic functions of a Solution in light of market preference and, based on this Solution, we
make different casing designs for different handset brand owners. Under this operation model, respective handset
brand owners own only their casing design and, in return, the expensive basic design costs are shared by other pooling
handset brand owners.  We retain our Solution design.

Future Plan.  We believe providing one-stop solution to our customers would create our blue ocean market.
Therefore, we

On 29 September 2006, we have entered preliminary agreement to acquire factory land and building for
Rmb25million. We plan to invest US$4.5million to set up production plant with annual capacity for assembling
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1.5million units of mobile phones in Jiangsu Province, which is expansible to annual volume of 4million units.  We
have obtained approval to establish a wholly-foreign owned subsidiary in the PRC in February for operation of the
operation of the production plant. The plant will be in commercial production in fourth quarter of 2007.

On February 12, 2007, we have entered into a letter of intent to acquire entire interest in Shanghai Boda Electronics
Co., Ltd. (�BODA�), a company formed under the laws of the PRC, the completion of which depends upon the result of
the due diligent review. BODA has a strong logistic and distribution platform in provision of application solutions to
component sourcing and delivery of finished mobile phone to wide variety customers in China.

On February 27, 2007, we have entered into a memorandum of understanding (�MOU�) with Industry Community
On-line Service Co., Ltd (�ICOLS�), a company formed under the laws of the Republic of Korea (�Korea�).  Pursuant to
this MOU, the Company and ICOLS are willing to set up a joint venture (�JV�) in China to promote the 3D mobile
contents platform (GNEX) of ICOLS in the China market.  In addition to the 3D mobile contents platform (GNEX),
both parties will consider cooperation on the business of full 3D on-line games, SI & IT outsourcing, 3D solid LCD
module, etc. ICOLS is listed on the KOSDAQ Stock Exchange of Korea and operates as a system & software
developer and is the controlling company as well as the overseas agent of SINJISOFT Corporation (a company listed
on KOSDAQ Stock Exchange of Korea).

On March 7, 2007, we have entered into a memorandum of understanding with shareholders to acquire 71.5% interest
of Superior Precision Engineering Company Limited (�SPE�), the completion of which depends upon the result of due
diligence review.  SPE provides manufacturing service including tooling design and fabrication, injection molding,
spraying, printing, laser marking and sub-assembly.

7
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On March 5, 2007, we appointed Mr. Tay Siew Leng and Mr. Qian Jian Yu, Mike, the founders of SPE and BODA
respectively, as non-executive director of Innocom to smooth future integration of Innocom, SPE and BODA.

In the first quarter of 2007, we have completed relocation of our design facilities from Beijing to Shanghai to improve
the co-operation between the design team of BODA and planned production divisions.

On May 16, 2007, we has entered into a share purchase agreement with a Purchaser for the disposal of our Beijing
design company for a consideration of RMB44 million (approximately $5,640,000).  The consideration receivable is
assigned from the Purchaser to a third party.  The Purchaser agrees that we reserve the right of priority to license from
the Purchaser the mobile phone handset design solutions already completed prior to the completion of the agreement
under the terms and conditions subject to further negotiations.

On May 16, 2007, we has entered into a license agreement with the above third party for a 10 years mobile phone
manufacturing license in a consideration of RMB45 million (approximately $5,770,000) and annual license fee of
RMB500,000 (approximately $64,000).

Upon completion of production plant and planned acquisitions of mobile phone related businesses, we believe that we
will become, in the PRC, the only integrated operator in the mobile phone business that simultaneously possess the
capacity on mobile phone design, production, distribution and logistic network and selling channels to the PRC as
well as to overseas, and contents providing platform for mobile phone.

Liquidity and Capital Resources

As of December 31, 2006, the Company had on hand cash of $101,288, total current assets of $14,885,879 and plant
and equipments of $666,272. It owed $5,487,149 in current liabilities.

Net cash flow generated from financing activities was $951,129 for the fifteen months ended December 31, 2006

To demonstrate our commitment to maintaining ethical reporting and business practices, we adopted a Code of Ethics
and Business Conduct.
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RISK FACTORS

Set forth below is a description of factors that may affect our business, results of operations and share price from time
to time.

Our sales and profitability depend on the continued growth of the mobile communications industry as well as the
growth of the new market segments within that industry in which we have recently invested. If the mobile
communications industry does not grow as we expect, or if the new market segments on which we have chosen to
focus and in which we have recently invested grow less than expected, or if new faster-growing market segments
emerge in which we have not invested, our sales and profitability may be adversely affected.

Our business depends on continued growth in mobile communications in terms of the number of existing mobile
subscribers who upgrade or simply replace their existing mobile devices, the number of new subscribers and increased
usage. As well, our sales and profitability are affected by the extent to which there is increasing demand for, and
development of, value-added services, leading to opportunities for us to successfully market mobile devices that
feature these services. These developments in our industry are to a certain extent outside of our control. For example,
we are dependent on operators in highly penetrated markets to successfully introduce services that cause a substantial
increase in usage of voice and data. Further, in order to support a continued increase in mobile subscribers in certain
low-penetration markets, we are dependent on operators to increase their sales volumes of lower-cost mobile devices
and to offer affordable tariffs. If operators are not successful in their attempts to increase subscriber numbers,
stimulate increased usage or drive replacement sales, our business and results of operations could be materially
adversely affected. 

8
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Our industry continues to undergo significant changes. First, the mobile communications, information technology,
media and consumer electronics industries are converging in some areas into one broader industry leading to the
creation of new mobile devices, services and ways to use mobile devices. Second, while participants in the mobile
communications industry once provided complete products and solutions, industry players are increasingly providing
specific hardware and software layers for products and solutions. As a result of these changes, new market segments
within our industry have begun to emerge and we have made significant investments in new business opportunities in
certain of these market segments, such as smartphones, imaging, games, music and enterprise mobility infrastructure.
However, a number of the new market segments in the mobile communications industry are still in early states of their
development, and it may be difficult for us to accurately predict which new market segments are the most
advantageous for us to focus on. As a result, if the segments on which we have chosen to focus grow less than
expected, we may not receive a return on our investment as soon as we expect, or at all. We may also forego growth
opportunities in new market segments of the mobile communications industry on which we do not focus.

Our results of operations, particularly our profitability, may be adversely affected if we do not successfully manage
price erosion related to our products.

In the future, if, for competitive reasons, we need to lower the selling prices of certain of our products and if we
cannot lower our costs at the same rate or faster, this may have a material adverse effect on our business and results of
operations, particularly our profitability. To mitigate the impact of mix shifts on our profitability, we implement
product segmentation with the aim of designing appropriate features with an appropriate cost basis for each customer
segment. Likewise, we endeavor to mitigate the impact on our profitability of price erosion of certain features and
functionalities by seeking to correctly time the introduction of new products, in order to align such introductions with
declines in the prices of relevant components. We cannot predict with any certainty whether or to what extent we may
need to lower prices for competitive reasons again and how successful we will be in aligning our cost basis to the
pricing at any given point in time. Price erosion is a normal characteristic of the mobile devices industry, and the
products and solutions offered by us are also subject to natural price erosion over time. If we cannot reduce our costs
at the same rate, our business may be materially adversely affected. Although we may take actions to mitigate price
erosion, such as strengthening the Company brand in order to support a price premium over certain of our
competitors, there can be no assurance that we will be successful in this regard.

We must develop or otherwise acquire complex, evolving technologies to use in our business. If we fail to develop
these technologies or to successfully commercialize them as new advanced products and solutions that meet
customer demand, or fail to do so on a timely basis, it may have a material adverse effect on our business, our
ability to meet our targets and our results of operations.

In order to succeed in our markets, we believe that we must develop or otherwise acquire complex, evolving
technologies to use in our business. However, the development and use of new technologies, applications and
technology platforms for our mobile devices involves time, substantial costs and risks both within and outside of our
control. This is true whether we develop these technologies internally, by acquiring or investing in other companies or
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through collaboration with third parties.

The technologies, functionalities and features on which we choose to focus may not achieve as broad or timely
customer acceptance as we expect. This may result from numerous factors including the availability of more attractive
alternatives or a lack of sufficient compatibility with other existing technologies, products and solutions. Additionally,
even if we do select the technologies, functionalities and features that customers ultimately want, we or the companies
that work with us may not be able to bring them to the market at the right time.

Furthermore, as a result of ongoing technological developments, our products and solutions are increasingly used
together with components or layers that have been developed by third parties, whether or not the Company has
authorized their use with our products and solutions. However, such components, such as batteries, or layers, such as
software applications, may not be compatible with our products and solutions and may not meet our and our
customers' quality, safety or other standards. As well, certain components or layers that may be used with our products
may enable our products and solutions to be used for objectionable purposes, such as to transfer content that might be
hateful or derogatory. The use of our products and solutions with incompatible or otherwise substandard components
or layers, or for purposes that are inappropriate, is largely outside of our control and could harm the Company brand.

9

Edgar Filing: INNOCOM TECHNOLOGY HOLDINGS, INC. - Form 10KSB

21



We need to understand the different markets in which we operate and meet the needs of our customers, which
include mobile network operators, distributors, independent retailers and enterprise customers. We need to have a
competitive product portfolio, and to work together with our operator customers to address their needs. Our failure
to identify key market trends and to respond timely and successfully to the needs of our customers may have a
material adverse impact on our market share, business and results of operations.

We serve a diverse range of customers, ranging from mobile network operators, distributors, independent retailers to
enterprise customers, across a variety of markets. In many of these markets, the mobile communications industry is at
different stages of development, and many of these markets have different characteristics and dynamics, for example,
in terms of mobile penetration rates and technology, feature and pricing preferences. Establishing and maintaining
good relationships with our customers and understanding trends and needs in their markets require us to constantly
obtain and evaluate a complex array of feedback and other data. We must do this efficiently in order to be able to
identify key market trends and address our customers' needs proactively and in a timely manner. If we fail to analyze
correctly and respond timely and appropriately to customer feedback and other data, our business may be materially
adversely affected.

Certain mobile network operators require mobile devices to be customized to their specifications, by requesting
certain preferred features, functionalities or design, together with co-branding with the network operator's brand. We
believe that customization is an important element in gaining increased operator customer satisfaction and we are
working together with operators on product planning as well as accelerating product hardware and software
customization programs. These developments may result in new challenges as we provide customized products, such
as the need for us to produce mobile devices in smaller lot sizes, which can impede our economies of scale, or the
potential for the erosion of the Company brand, which we consider to be one of our key competitive advantages.

In order to meet our customers' needs, we need to introduce new devices on a timely basis and maintain a competitive
product portfolio. For the Company, a competitive product portfolio means a broad and balanced offering of
commercially appealing mobile devices with attractive features, functionality and design for all major user segments
and price points. If we do not achieve a competitive portfolio, we believe that we will be at a competitive
disadvantage, which may lead to lower revenue and lower profits.

The competitiveness of our portfolio is also influenced by the value of the Company brand. A number of factors,
including actual or even alleged defects in our products and solutions, may have a negative effect on our reputation
and erode the value of the Company brand.

Competition in our industry is intense. Our failure to respond successfully to changes in the competitive landscape
may have a material adverse impact on our business and results of operations.
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The markets for our products and solutions are intensely competitive. Industry participants compete with each other
mainly on the basis of the breadth and depth of their product portfolios, price, operational and manufacturing
efficiency, technical performance, product features, quality, customer support and brand recognition. We are facing
increased competition from both our traditional competitors in the mobile communications industry as well as a
number of new competitors, particularly from countries where production costs tend to be lower. Some of these
competitors have used, and we expect will continue to use, more aggressive pricing strategies, different design
approaches and alternative technologies than ours. In addition, some competitors have chosen a strategy of focusing
on productization based on commercially available technologies and components, which may enable them to
introduce products faster and with lower levels of research and development spending than the Company.

As a result of developments in our industry, we also expect to face new competition from companies in related
industries, such as consumer electronics manufacturers and business device and solution providers, including but not
limited to Dell, HP, Microsoft, Nintendo, Palm, Research in Motion and Sony. Additionally, because mobile network
operators are increasingly offering mobile devices under their own brand, we face increasing competition from
non-branded mobile device manufacturers. If we cannot respond successfully to these competitive developments, our
business and results of operations may be materially adversely affected.
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Reaching our sales, profitability, volume and market share targets depends on numerous factors. These include
our ability to offer products and solutions that meet the demands of the market and to manage the prices and costs
of our products and solutions, our operational efficiency, the pace of development and acceptance of new
technologies, our success in the business areas that we have recently entered, and general economic conditions.
Depending on those factors, some of which we may influence and others of which are beyond our control, we may
fail to reach our targets and we may fail to provide accurate forecasts of our sales and results of operations.

A variety of factors discussed throughout these Risk Factors could affect our ability to reach our targets and give
accurate forecasts. Although, we can influence some of these factors, some of them depend on external factors that are
beyond our control.  In our mobile device businesses, we seek to maintain healthy levels of sales and profitability
through offering a competitive portfolio of mobile devices, growing faster than the market, working to improve our
operational efficiency, controlling our costs, and targeting timely and successful product introductions and shipments.
The quarterly and annual sales and operating results in our mobile device businesses also depend on a number of other
factors that are not within our control. Such factors include the global growth in mobile device volumes, which is
influenced by, among other factors, regional economic factors, competitive pressures, regulatory environment, the
timing and success of product and service introductions by various market participants, including network operators,
the commercial acceptance of new mobile devices, technologies and services, and operators' and distributors' financial
situations. Our sales and operating results are also impacted by fluctuations in exchange rates and at the quarterly level
by seasonality. In developing markets, the availability and cost, through affordable tariffs, of mobile phone service
compared with the availability and cost of fixed line networks may also impact volume growth.

In our mobile networks business, we also seek to maintain healthy levels of sales and profitability and try to grow
faster than the market. Our networks business's quarterly and annual net sales and operating results can be affected by
a number of factors, some of which we can influence, such as our operational efficiency, the level of our research and
development investments and the deployment progress and technical success we achieve under network contracts.
Other relevant factors include operator investment behavior, which can vary significantly from quarter to quarter,
competitive pressures and general economic conditions although these are not within our control.

The new business areas that we have entered may be less profitable than we currently foresee, or they may generate
more variable operating results than we currently foresee. We expect to incur short-term operating losses in certain of
these new business areas given our early stage investments in research and development and marketing in particular.
Also our efforts in managing prices and costs in the long-term, especially balancing prices and volumes with research
and development costs, may prove to be inadequate.

Although we may announce forecasts of our results of operations, uncertainties affecting any of these factors,
particularly during difficult economic conditions, render our forecasts difficult to make, and may cause us not to reach
the targets that we have forecasted, or to revise our estimates.
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Our sales and results of operations could be adversely affected if we fail to efficiently manage our manufacturing
and logistics without interruption, or fail to ensure that our products and solutions meet our and our customers'
quality, safety and other requirements and are delivered in time.

Our manufacturing and logistics are complex, require advanced and costly equipment and include outsourcing to third
parties. These operations are continuously modified in an effort to improve manufacturing efficiency and flexibility.
We may experience difficulties in adapting our supply to the demand for our products, ramping up or down
production at our facilities, adopting new manufacturing processes, finding the most timely way to develop the best
technical solutions for new products, or achieving manufacturing efficiency and flexibility, whether we manufacture
our products and solutions ourselves or outsource to third parties. Such difficulties may have a material adverse effect
on our sales and results of operations and may result from, among other things: delays in adjusting or upgrading
production at our facilities, delays in expanding production capacity, failure in our manufacturing and logistics
processes, failures in the activities we have outsourced, and interruptions in the data communication systems that run
our operations. Also, a failure or an interruption could occur at any stage of our product creation, manufacturing and
delivery processes, resulting in our products and solutions not meeting our and our customers' quality, safety and other
requirements, or being delivered late, which could have a material adverse effect on our sales, our results of operations
and reputation and the value of the Company brand.
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We depend on our suppliers for the timely delivery of components and for their compliance with our supplier
requirements, such as, most notably, our and our customers' product quality, safety and other standards. Their
failure to do so could adversely affect our ability to deliver our products and solutions successfully and on time.

Our manufacturing operations depend to a certain extent on obtaining adequate supplies of fully functional
components on a timely basis. Our principal supply requirements are for electronic components, mechanical
components and software, which all have a wide range of applications in our products. Electronic components include
integrated circuits, microprocessors, standard components, memory devices, cameras, displays, batteries and chargers
while mechanical components include covers, connectors, key mats and antennas. In addition, a particular component
may be available only from a limited number of suppliers. Suppliers may from time to time extend lead times, limit
supplies or increase prices due to capacity constraints or other factors, which could adversely affect our ability to
deliver our products and solutions on a timely basis. Moreover, even if we attempt to select our suppliers and manage
our supplier relationships with scrutiny, a component supplier may fail to meet our supplier requirements, such as,
most notably, our and our customers' product quality, safety and other standards, and consequently some of our
products are unacceptable to us and our customers, or we may fail in our own quality controls. Moreover, a
component supplier may experience delays or disruption to its manufacturing, or financial difficulties. Any of these
events could delay our successful delivery of products and solutions, which meet our and our customers' quality,
safety and other requirements, or otherwise adversely affect our sales and our results of operations. Also, our
reputation and brand value may be affected due to real or merely alleged failures in our products and solutions.

We are developing a number of our new products and solutions together with other companies. If any of these
companies were to fail to perform, we may not be able to bring our products and solutions to market successfully or
in a timely way and this could have a material adverse impact on our sales and profitability.

We continue to invite the providers of technology, components or software to work with us to develop technologies or
new products and solutions. These arrangements involve the commitment by each company of various resources,
including technology, research and development efforts, and personnel. Although the target of these arrangements is a
mutually beneficial outcome for each party, our ability to introduce new products and solutions that meet our and our
customers' quality, safety and other standards successfully and on schedule could be hampered if, for example, any of
the following risks were to materialize: the arrangements with the companies that work with us do not develop as
expected, the technologies provided by the companies that work with us are not sufficiently protected or infringe third
parties' intellectual property rights in a way that we cannot foresee or prevent, the technologies, products or solutions
supplied by the companies that work with us do not meet the required quality, safety and other standards or customer
needs, our own quality controls fail, or the financial standing of the companies that work with us deteriorates.

Our operations rely on complex and highly centralized information technology systems and networks. If any system
or network disruption occurs, this reliance could have a material adverse impact on our operations, sales and
operating results.

Edgar Filing: INNOCOM TECHNOLOGY HOLDINGS, INC. - Form 10KSB

26



Our operations rely to a significant degree on the efficient and uninterrupted operation of complex and highly
centralized information technology systems and networks, which are integrated with those of third parties. Any failure
or disruption of our current or future systems or networks could have a material adverse effect on our operations, sales
and operating results. Furthermore, any data leakages resulting from information technology security breaches could
also adversely affect us.

All information technology systems are potentially vulnerable to damage or interruption from a variety of sources. We
pursue various measures in order to manage our risks related to system and network disruptions, including the use of
multiple suppliers and available information technology security. However, despite precautions taken by us, an outage
in a telecommunications network utilized by any of our information technology systems, virus or other event that
leads to an unanticipated interruption of our information technology systems or networks could have a material
adverse effect on our operations, sales and operating results.
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Our products and solutions include increasingly complex technology involving numerous new Our patented and
other proprietary technologies, as well as some developed or licensed to us by certain third parties. As a
consequence, evaluating the protection of the technologies we intend to use is more and more challenging, and we
expect increasingly to face claims that we have infringed third parties' intellectual property rights. The use of
increasingly complex technology may also result in increased licensing costs for us, restrictions on our ability to
use certain technologies in our products and solution offerings, and/or costly and time-consuming litigation. Third
parties may also commence actions seeking to establish the invalidity of intellectual property rights on which we
depend.

Our products and solutions include increasingly complex technology involving numerous new Company patented and
other proprietary technologies, as well as some developed or licensed to us by certain third parties. As the amount of
such proprietary technologies needed for our products and solutions continues to increase, the number of parties
claiming rights continues to increase and become more fragmented within individual products, and as the complexity
of the technology and the overlap of product functionalities increases, the possibility of more infringement and related
intellectual property claims against us also continues to increase. The holders of patents potentially relevant to our
product and solution offerings may be unknown to us, or may otherwise make it difficult for us to acquire a license on
commercially acceptable terms. There may also be technologies licensed to and relied on by us that are subject to
infringement or other corresponding allegations or claims by others which could damage our ability to rely on such
technologies.

In addition, although we endeavor to ensure that companies that work with us possess appropriate intellectual property
rights or licenses, we cannot fully avoid risks of intellectual property rights infringement created by suppliers of
components and various layers in our products and solutions or by companies with which we work in cooperative
research and development activities. Similarly, we and our customers may face claims of infringement in connection
with our customers' use of our products and solutions. Finally, as all technology standards, including those used and
relied on by us, include some intellectual property rights, we cannot fully avoid risks of a claim for infringement of
such rights due to our reliance on such standards. We believe that the number of third parties declaring their
intellectual property to be relevant to these standards is increasing, which may increase the likelihood that we will be
subject to such claims in the future.

Any restrictions on our ability to sell our products and solutions due to expected or alleged infringements of third
party intellectual property rights and any intellectual property rights claims, regardless of merit, could result in
material losses of profits, costly litigation, the payment of damages and other compensation, the diversion of the
attention of our personnel, product shipment delays or the need for us to develop non-infringing technology or to enter
into royalty or licensing agreements. If we were unable to develop non-infringing technology, or if royalty or licensing
agreements were not available on commercially acceptable terms, we could be precluded from making and selling the
affected products and solutions. As new features are added to our products and solutions, we may need to acquire
further licenses, including from new and sometimes unidentified owners of intellectual property. The cumulative costs
of obtaining any necessary licenses are difficult to predict and may over time have a negative effect on our operating
results.
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In addition, other companies may commence actions seeking to establish the invalidity of our intellectual property, for
example, patent rights. In the event that one or more of our patents are challenged, a court may invalidate the patent or
determine that the patent is not enforceable, which could harm our competitive position. If any of our key patents are
invalidated, or if the scope of the claims in any of these patents is limited by a court decision, we could be prevented
from licensing the invalidated or limited portion of our intellectual property rights. Even if such a patent challenge is
not successful, it could be expensive and time consuming, divert management attention from our business and harm
our reputation. Any diminution of the protection that our own intellectual property rights enjoy could cause us to lose
some of the benefits of our investments in R&D, which may have a negative effect on our results of operations.
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If we are unable to recruit, retain and develop appropriately skilled employees, we may not be able to implement
our strategies and, consequently, our results of operations may suffer.

We must continue to recruit, retain and through constant competence training develop appropriately skilled employees
with a comprehensive understanding of our businesses and technologies. As competition for skilled personnel remains
keen, we seek to create a corporate culture that encourages creativity and continuous learning. We are also
continuously developing our compensation and benefit policies and taking other measures to attract and motivate
skilled personnel. Nevertheless, we have encountered in the past, and may encounter in the future, shortages of
appropriately skilled personnel, which may hamper our ability to implement our strategies and harm our results of
operations.

The global networks business relies on a limited number of customers and large multi-year contracts. Unfavorable
developments under such a contract or in relation to a major customer may affect our sales, our results of
operations and cash flow adversely.

Large multi-year contracts, which are typical in the networks industry, include a risk that the timing of sales and
results of operations associated with these contracts will be different than expected. Moreover, they usually require the
dedication of substantial amounts of working capital and other resources, which impacts our cash flow negatively.
Any non-performance by us under these contracts may have significant adverse consequences for us because network
operators have demanded and may continue to demand stringent contract undertakings such as penalties for contract
violations.

Our sales derived from, and assets located in, emerging market countries may be adversely affected by economic,
regulatory and political developments in those countries. As sales from these countries represent an increasing
portion of our total sales, economic or political turmoil in these countries could adversely affect our sales and
results of operations. Our investments in emerging market countries may also be subject to other risks and
uncertainties.

We generate sales from and have invested in various emerging market countries. As sales from these countries
represent an increasing portion of our total sales, economic or political turmoil in these countries could adversely
affect our sales and results of operations. Our investments in emerging market countries may also be subject to risks
and uncertainties, including unfavorable taxation treatment, exchange controls, challenges in protecting our
intellectual property rights, nationalization, inflation, incidents of terrorist activity, currency fluctuations, or the
absence of, or unexpected changes in, regulation as well as other unforeseeable operational risks.
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Allegations of health risks from the electromagnetic fields generated by base stations and mobile devices, and the
lawsuits and publicity relating to them, regardless of merit, could affect our operations negatively by leading
consumers to reduce their use of mobile devices or by causing us to allocate monetary and personnel resources to
these issues.

There has been public speculation about possible health risks to individuals from exposure to electromagnetic fields
from base stations and from the use of mobile devices. While a substantial amount of scientific research conducted to
date by various independent research bodies has indicated that these radio signals, at levels within the limits
prescribed by public health authority safety standards and recommendations, present no adverse effect to human
health, we cannot be certain that future studies, irrespective of their scientific basis, will not suggest a link between
electromagnetic fields and adverse health effects that would adversely affect our sales and share price. Research into
these issues is ongoing by government agencies, international health organizations and other scientific bodies in order
to develop a better scientific and public understanding of these issues.

Although the Company products and solutions are designed to meet all relevant safety standards and
recommendations globally, no more than a perceived risk of adverse health effects of mobile communications devices
could adversely affect us through a reduction in sales of mobile devices or increased difficulty in obtaining sites for
base stations, and could have a negative effect on our reputation and brand value as well as harm our share price.
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Changes in various types of regulation in countries around the world could affect our business adversely.

Our business is subject to direct and indirect regulation in each of the countries in which we, the companies with
which we work or our customers do business. As a result, changes in various types of regulations applicable to current
or new technologies, products or services could affect our business adversely. For example, it is in our interest that the
Federal Communications Commission maintains a regulatory environment that ensures the continued growth of the
wireless sector in the United States. In addition, changes in regulation affecting the construction of base stations and
other network infrastructure could adversely affect the timing and costs of new network construction or expansion and
the commercial launch and ultimate commercial success of these networks.

Moreover, the implementation of new technological or legal requirements, such as the requirement in the United
States that all handsets must be able to indicate their physical location, could impact our products and solutions,
manufacturing or distribution processes, and could affect the timing of product and solution introductions, the cost of
our production, products or solutions as well as their commercial success. Finally, export control, tariff,
environmental, safety and other regulation that adversely affects the pricing or costs of our products and solutions as
well as new services related to our products could affect our net sales and results of operations. The impact of these
changes in regulation could affect our business adversely even though the specific regulations do not always directly
apply to us or our products and solutions.

Item 7.  Financial Statements.

Our financial statements appear at the end of this report beginning with the Index to Financial Statements on page 21.

Item 8.  Changes In and Disagreements with Accountants on Accounting and Financial Disclosure.

None.

Item 8A. Controls and Procedures.  

(a)
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Evaluation of Disclosure Controls and Procedures.  The Company's management, with the participation of the chief
executive officer and the chief financial officer, carried out an evaluation of the effectiveness of the Company's
"disclosure, controls and procedures" (as defined in the Securities Exchange Act of 1934 (the "Exchange Act") Rules
13a-15(e) and 15d-15(e) as of the end of the period covered by this annual report (the "Evaluation Date").  Based upon
that evaluation, the chief executive officer and the chief financial officer concluded that, as of the Evaluation Date, the
Company's disclosure, controls and procedures are effective, providing them with material information relating to the
Company as required to be disclosed in the reports the Company files or submits under the Exchange Act on a timely
basis.

(b)

Changes in Internal Control over Financial Reporting.  There were no changes in the Company's internal controls over
financial reporting, known to the chief executive officer or the chief financial officer, that occurred during the period
covered by this report that has materially affected, or is reasonably likely to materially affect, the Company's internal
control over financial reporting.

Item 8B. Other Information.

There are no further disclosures.
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PART III

Item 9.

Directors, Executive Officers, Promoters and Control Persons; Compliance With Section 16(a) of the Exchange
Act.

The following table sets forth the name, age, position and office term of each executive officer and director of the
Company.

Name Age Positions Since

Hui Yan Siu, William 41 Director, Chief Executive Officer,

Chief Financial Officer

15 March 2006

Cheung Wai Hung, Eddie 52 Chief Financial Controller 15 May 2007

Tang Chin Pang, Eric 45 Executive director 1 October 2006

Dr. Tan Ah Mee 60 Independent non-executive director 1 October 2006

LAU Yiu Nam, Eric 47 Independent non-executive director 1 October 2006

Tay Siew Leng 39 Non-executive director 5 March 2007

Qian Jian Yu, Mike 43 Non-executive director 5 March 2007

All directors serve until the next annual stockholders meeting or until their successors are duly elected and qualified.
 All officers serve at the discretion of the Board of Directors.

The Company has no audit committee financial expert, as defined under Section 228.401, serving on its audit
committee because it has no audit committee and is not required to have an audit committee because it is not a listed
security as defined in Section 240.10A-3.
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Set forth below is certain biographical information regarding each of the Company's executive officers and directors:

Executive directors:

HUI, Yan Sui William, President

Mr. Hui, 41, brings approximately 20 years experience in industrial management.  In 1986, Mr. Hui established Yat
Lung Industrial Limited (Yat Lung), a company that manufactures cassette and video tapes.  Mr. Hui is currently a
director of Yat Lung.  In 2002, Yat Lung became a wholly owned subsidiary of Swing Media Technology Group
Limited (Swing Media), an investment holding company that manufactures and trades cassette tapes, video tapes,
VCD�s, CDR�s and DVDR�s through its subsidiaries.  From January 2002 until May 2003, Mr. Hui served as Chairman
and Chief Executive Officer of Swing Media.  Mr. Hui resigned as CEO of Swing Media in May 2003 and retains his
position as Chairman.  Swing Media is a company listed on the Singapore Stock Exchange.  In 2003, Mr. Hui
established Chinarise Capital (International) Limited (Chinarise), a company that trades mobile phone handsets and
components in Hong Kong.  He is currently the director of Chinarise.

TANG Chin Pang, Eric

Mr. Tang, 45, joined our group in October 2005. During January 2001 to September 2005, Mr. Tang provided
consultancy services for companies going for public and assisted his family to streamline Hong Kong pizza delivery
network taken up from Domino�s Pizza by management buyout. The streamlined network has returned to profit and
has become the second largest pizza delivery network after Pizza Hut as well as one of major lunch box suppliers for
schools in Hong Kong. From July 1984 to December 2000, Mr. Tang worked at Deloitte Touche Tohmatsu for
seventeen years, including his last position as an audit senior manager. Mr. Tang graduated from Hong Kong Shue
Yan University in 1984. He is a fellow member of the Association of Chartered Certified Accountants and an
associate member of the Hong Kong Institute of Certified Public Accountants.
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Non-executive directors:

TAY, Siew Leng.  

Mr. Tay, 39 years old, is the Managing Director and one of founders of SPE.  Prior to establishment of SPE, Mr. Tay
was the Executive Director of the Toyoplas Group from July 2000 to July 2005. During the period from 1993 to 2000,
Mr. Tay held various positions in Daiho Group and was the manager of the company from 1995 to 2000 in Business
Development and Production Control Department.  Before joining Daiho group, he was the Department Head of a
High School in Malaysia. Mr. Tay holds a Masters degree in Business Administration from Strathclyde Graduate
Business School, Scotland.

QIAN Jian Yu, Mike.

Mr. Qian, 43 years old, is the General Manager and founder of BODA.  Prior to the establishment of BODA in
September 2001, Mr. Qian worked for Arrow Electronics China Limited from 1998 to 2001. From 1986 to 1998, Mr.
Qian worked for the Shanghai Space Bureau. Mr. Qian graduated from Nanjing University in 1986.

Independent Non-executive directors:

Dr. TAN Ah Mee

Dr. Tan, 60, holds Doctor of Philosophy from International Management Centre, Buckingham, United Kingdom. Dr
Tan is Ex-Rotarian (Chartered) of the Rotary Club of Tebrau, Jogn Baru and Elected Council Member of the
Singapore Confederation of Industries (1998 - 2000). He is director of Heng Da Investments Pte. Limited, Ingmedia
Pte. Limited and Yorkshire Capital Pte. Limited.

LAU Yiu Nam, Eric

Mr. Lau, 47, was admitted as a barrister in England and Australia. Mr. Lau returned to Hong Kong in 1983 and was
employed in the Attorney General�s Chambers as Crown Counsel before he went into private practice in 1996.
Currently, Mr. Lau is the Head of his Chambers in Hong Kong which is comprised of over 15 barristers practicing in
commercial and civil litigation. He is an independent non-executive director of Swing Media.

Senior Management:
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Cheung Wai Hung, Eddie, Chief Financial Controller

Mr. Cheung, 52, joined our Group on May 15, 2007. Mr. Cheung has been a branch manager of Shanghai Commercial
Bank Limited for the past 12 years up to May 14, 2007. Mr. Cheung possesses a Bachelor degree of Commerce from
Curtin University of Technology, Perth, W. Australia, in 1998.

To the knowledge of management, during the past five years, no present or former directors, executive officer or
person nominated to become a director or an executive officer of the Company:

(1) has had any bankruptcy petition filed by or against any business of which such person was a general partner or
executive officer either at the time of the bankruptcy or within two years prior to that time;

(2) was convicted in a criminal proceeding or named subject of a pending criminal proceeding (excluding traffic
violations or other minor offenses);

(3) was the subject of any order, judgment or decree, not subsequently reversed, suspended or vacated, of any court of
competent jurisdiction, permanently or temporarily enjoining him from or otherwise limiting, the following activities:

(i) acting as a futures commission merchant, introducing broker, commodity trading advisor, commodity pool
operator, floor broker, leverage transaction merchant, associated person of any of the foregoing, or as an investment
advisor, underwriter, broker or dealer in securities, or as an affiliate person, director or employee of any investment
company, or engaging in or continuing any conduct or practice in connection with such activity;

(ii) engaging in any type of business practice; or

(iii) engaging in any activity in connection with the purchase or sale of any security or commodity or in connection
with any violation of federal or state securities laws or federal commodities laws;
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(4) was the subject of any order, judgment, or decree, not subsequently reversed, suspended, or vacated, of any federal
or state authority barring, suspending, or otherwise limiting for more than 60 days the right of such person to engage
in any activity described above under this Item, or to be associated with persons engaged in any such activity.

(5) was found by a court of competent jurisdiction in a civil action or by the Securities and Exchange Commission to
have violated any federal or state securities law, and the judgment in such civil action or finding by the Securities and
Exchange Commission has not been subsequently reversed, suspended, or vacated

(6) was found by a court of competent jurisdiction in a civil action or by the Commodity Futures Trading Commission
to have violated any federal Commodities law, and the judgment in such civil action or finding by the Commodity
Futures Trading Commission has not been subsequently reversed, suspended or vacated.

Board and Committee Meetings

In the fiscal year ended December 31, 2006, the board of executive directors of the Company met regularly. There are
no standing committees of the board of directors.

Compliance with Section 16

Section 16(a) of the Securities Exchange Act of 1934 requires officers and directors of the Company and persons who
own more than ten percent of a registered class of its equity securities to file reports of ownership and changes in their
ownership on Forms 3, 4, and 5 with the Securities and Exchange Commission, and forward copies of such filings to
the Company. Based on the copies of filings received by the Company during the most recent fiscal year the directors,
officers, and beneficial owners of more than ten percent of the equity securities of the Company registered pursuant to
Section 12 of the Exchange Act have filed on a timely basis all required Forms 3, 4, and 5 and any amendments
thereto.  

Item 10. Executive Compensation.

The compensation for each executive officer is not more than $100,000 during fiscal year 2006.
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There were no outstanding stock or option awards granted to our executive officers during the last fiscal year.  

Director Compensation

There is no compensation awarded to or paid to the directors during the fifteen months ended December 31, 2006.

On October 30, 2006, The Board of Directors adopted the Company�s 2006 Stock Grant and Option Plan pursuant to
which 3,000,000 shares of $0.001 par value common stock granted to six consultants of the Company for consulting
services of three years.  The fair value of the stock options amounts to $5,932,000. On November 11, 2006, 3,000,000
shares were issued upon exercise of stock options.

Employment Contracts and Termination of Employment and Change in Control Arrangement.

No directors and officers have service contracts with the Company or its subsidiary companies which is not
determinable within one year without payment of compensation (other than statutory compensation).

There is no change in control arrangement.

Item 11.  Security Ownership of Certain Beneficial Owners and Management.

The following table sets forth as of March 15, 2007, the name and the number of shares of the Registrant�s Common
Stock, par value, $0.001 per share, held of record or beneficially by each person who held of record, or was known by
the Registrant to own beneficially, more than 5% of the 37,900,536 issued and outstanding shares of the Registrant�s
Common Stock, and the name and shareholdings of each director and of all officers and directors as a group.
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Title of Name and Address of Amount and Nature of Percentage of Class
Class Beneficial Owner(2) Beneficial Ownership

Common Hui Yan Siu, William (1) 23,107,430 60.97%
Common Cheung Wai Hung, Eddie(1) -0- -0-
Common Tang Chin Pang, Eric(1) -0- -0-
Common Dr. Tan Ah Mee(1) -0- -0-
Common Lau Yiu Nam, Eric(1) -0- -0-
Common Tay Siew Leng(1) -0- -0-
Common Qian Jian Yu, Mike(1) -0- -0-

Total Officers and Directors
As a Group (7 people)

23,107,430 60.79%

(1) Officer and/or director.

(2) All officers and directors use the Company�s address, Unit 3506, Bank of America Tower, 12 Harcourt Road,
Central, Hong Kong.

There are no contracts or other arrangements that could result in a change of control of the Company.

Item 12.  Certain Relationships and Related Transactions.

Advance to Shareholder � During the fifteen months ended December 31, 2006, the Group has advanced $6,052,495
to Mr. William Yan Sui Hui for acquiring the production plant and other mobile phone related business on behalf of
the Company.

Item 13.  Exhibits.

Exhibit
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No. Description Location
3.1 Articles of Incorporation *

3.2 Bylaws *

31.1 Certification of the Principal Executive Officer and Attached
Principal Financial Officer pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002

32.2 Certification of the Principal Executive Officer and Attached
Principal Financial Officer pursuant to
U.S.C. Section 1350 as adopted pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002***

*

Incorporated by reference. Filed as exhibit to Form 10-SB filed January 29, 2003

***

The Exhibit attached to this Form 10-KSB shall not be deemed "filed" for purposes of Section 18 of the Securities
Exchange Act of 1934 (the "Exchange Act") or otherwise subject to liability under that section, nor shall it be deemed
incorporated by reference in any filing under the Securities Act of 1933, as amended, or the Exchange Act, except as
expressly set forth by specific reference in such filing.

Item 14. Principal Accountant Fees and Services

Audit Fee

The aggregate fees billed for each of the last two fiscal years for professional services rendered by the principal
accountant for the audit of Innocom�s annual financial statement and review of financial statements included in the
Company�s 10-QSB reports and services normally provided by the accountant in connection with statutory and
regulatory filings or engagements were $45,000 for fiscal year ended 2006 and $4,875 for fiscal year ended 2005.
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Audit-Related Fees

Fees for other audit related services for fiscal year ended 2006 and 2005 were 0 and 0 respectively.

Tax Fees

Fees for tax compliance, tax advice and tax planning for the fiscal years 2006 and 2005 were 0 and 0 respectively.

All Other Fees

There were no other aggregate fees billed in either of the last two fiscal years for products and services provided by
the principal accountant, other than the services reported above.

We do not have an audit committee currently serving and as a result our board of directors performs the duties of an
audit committee.  Our board of directors will evaluate and approve in advance, the scope and cost of the engagement
of an auditor before the auditor renders audit and non-audit services.  We do not rely on pre-approval policies and
procedures.
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SIGNATURES

In accordance with Section 13 or 15(d) of the Exchange Act, the registrant caused this report to be signed on its behalf
by the undersigned, thereunto duly authorized.

INNOCOM TECHNOLOGY HOLDINGS, INC.

Date: May 18, 2007

By: /s/ William Yan Sui Hui                          

William Yan Sui Hui

Chief Executive Officer and Chief Financial Officer

In accordance with the Exchange Act, this report has been signed below by the following persons on behalf of the
registrant and in the capacities and on the dates indicated.

By: /s/ William Yan Sui Hui                   

By: /s/ Tang Chin Pang                               

William Yan Sui Hui, Director

Tang Chin Pang, Eric, Director
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Date: May 18, 2007

Date: May 18, 2007

By: /s/ Dr. Tan Ah Mee                           

By: /s/ Lan Yiu Nam                                    

Dr. Tan Ah Mee, Director

Lau Yiu Nam, Eric, Director

Date: May 18, 2007

Date: May 18, 2007

By: /s/ Tay Siew Leng                              

By: /s/ Qian Jian Yu                                    

Tay Siew Leng, Director

Qian Jian Yu, Mike, Director

Date: May 18, 2007

Date: May 18, 2007

Edgar Filing: INNOCOM TECHNOLOGY HOLDINGS, INC. - Form 10KSB

46



21

Edgar Filing: INNOCOM TECHNOLOGY HOLDINGS, INC. - Form 10KSB

47



Innocom Technology Holdings, Inc.

(Formerly Dolphin Productions, Inc.)

Consolidated Financial Statements

December 31, 2006

(Stated in US Dollars)
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders of

Innocom Technology Holdings, Inc.

(Formerly Dolphin Productions, Inc.)

We have audited the accompanying consolidated balance sheet of Innocom Technology Holdings, Inc. (the �Company�)
and its subsidiaries (collectively referred as the �Group�) as of December 31, 2006, and the related consolidated income
statement, stockholders� equity and cash flows for the period from October 1, 2005 to December 31, 2006.  These
consolidated financial statements are the responsibility of the Company�s management.  Our responsibility is to
express an opinion on these consolidated financial statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board
(United States).  Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement.  An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements.  An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the overall financial
statement presentation.  We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the
consolidated financial position of the Company and its subsidiaries as of December 31, 2006, and the consolidated
results of their operations and their cash flows for the period from October 1, 2005 to December 31, 2006, in
conformity with accounting principles generally accepted in the United States of America.
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/s/ Dominic K.F. Chan & Co.

Dominic K.F. Chan & Co

Certified Public Accountants

Hong Kong

May 16, 2007
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INNOCOM TECHNOLOGY HOLDINGS, INC.

(Formerly Dolphin Productions, Inc.)

CONSOLIDATED INCOME STATEMENT

FOR THE PERIOD FROM OCTOBER 1, 2005 TO DECEMBER 31, 2006

(Stated in US Dollars)

2006 2005
$ $

Net sales 52,722,732 22,421,303
Cost of sales (48,806,531) (17,305,443)

Gross profit 3,916,201 5,115,860
Selling and distribution costs (156,591) (541,574)
Administrative and other operating expenses (859,109) (26,785)

Income from operations 2,900,501 4,547,501
Other income - Note 5 126,437 90,400

Income before taxes 3,026,938 4,637,901
Income taxes - Note 6 (574,777) (442,322)

Net income 2,452,161 4,195,579

Earnings per share of common stock (cents) � Note 7
  - Basic 11.46 19.61
  - Diluted N/A N/A

Weighted average number of common stock (cents) � Note 7
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  - Basic 21,398,394 21,398,394
  - Diluted N/A N/A

See notes to consolidated financial statements
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INNOCOM TECHNOLOGY HOLDINGS, INC.

(Formerly Dolphin Productions, Inc.)

CONSOLIDATED BALANCE SHEET

(Stated in US Dollars)

At December 31,
2006 2005
$ $

ASSETS
Current Assets :
Cash and cash equivalents 101,288 104,721
Accounts receivable 2,675,456 9,282,389
Prepaid expenses and other receivables - Note 8 6,056,640 1,140,506
Advance to a related party � Note 13 6,052,495 -
Tax prepayment - 15,525
Inventories, net � Note 9 - 299,097

Total Current Assets 14,885,879 10,842,238
Long-term deferred charges � Note 10 5,639,730 -
Plant and equipment, net � Note 11 666,272 812,858

TOTAL ASSETS 21,191,881 11,655,096

LIABILITIES AND STOCKHOLDERS� EQUITY

LIABILITIES
Current Liabilities :
Accounts payable 1,552,095 282,346
Other payables and accrued liabilities - Note 12 2,494,774 1,451,683
Income tax payable 1,440,280 865,662
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Total Current Liabilities 5,487,149 2,599,691
Advance from a related party - Note 13 - 2,817,292

TOTAL LIABILITIES 5,487,149 5,416,983

COMMITMENTS AND CONTINGENCIES � Note 16

STOCKHOLDERS� EQUITY
Common stock
Par value : 2006 - US$0.001 (2005 � US$0.001)
Authorized: 2006 � 50,000,000 shares (2005 � 50,000,000)
Issued and outstanding: 2006 � 37,898,251 shares (2005 � 770,000) 37,898 770
Additional paid-in capital 6,901,232 55,231
Accumulated other comprehensive income 180,418 49,089
Retained earnings 8,585,184 6,133,023

TOTAL STOCKHOLDERS� EQUITY 15,704,732 6,238,113

TOTAL LIABILITIES AND STOCKHOLDERS� EQUITY 21,191,881 11,655,096

See notes to consolidated financial statements
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INNOCOM TECHNOLOGY HOLDINGS, INC.

(Formerly Dolphin Productions, Inc.)

CONSOLIDATED STATEMENT OF STOCKHOLDERS� EQUITY

(Stated in US Dollars)

Accumulated
Additional other

Common stock paid-in comprehensive Retained
Shares Amount  capital income earnings Total

$ $ $ $ $

Balance, October 1,
2004

770,000 770 55,231 3,225 1,937,444 1,996,670

Comprehensive
income
   Net income - - - - 4,195,579 4,195,579
   Foreign currency
translation
       adjustments - - - 45,864 - 45,864
Total comprehensive
income

- - - 45,864 4,195,579 4,241,443

Balance, September
30, 2005

770,000 770 55,231 49,089 6,133,023 6,238,113

Issuance of common
stock
   - Note 14 1,398,251 1,398 1,074,384 - - 1,075,782
Recapitalization � Note
2,14

32,162,500 32,163 (32,163) - - -

Issuance of common
stock in lieu
   of professional fee �
Note 14

567,500 567 - - - 567

Edgar Filing: INNOCOM TECHNOLOGY HOLDINGS, INC. - Form 10KSB

57



Exercise of share
options
   - Note 14 3,000,000 3,000 5,929,000 - - 5,932,000
Share issuing costs - - (125,220) - - (125,220)
Comprehensive
income
   Net income - - - - 2,452,161 2,452,161
   Foreign currency
translation
       adjustments - - - 131,329 - 131,329
Total comprehensive
income

- - - 131,329 2,452,161 2,583,490

Balance, December
31, 2006

37,898,251 37,898 6,901,232 180,418 8,585,184 15,704,732
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See notes to consolidated financial statements
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INNOCOM TECHNOLOGY HOLDINGS, INC.

 (Formerly Dolphin Productions, Inc.)

CONSOLIDATED STATEMENT OF CASH FLOWS

FOR THE PERIOD FROM OCTOBER 1, 2005 TO DECEMBER 31, 2006

(Stated in US Dollars)

2006 2005
$ $

Cash flows from operating activities
Net income 2,452,161 4,195,579
Adjustments to reconcile net income to net cash flows
  provided by operating activities :
Depreciation 213,287 45,103
Amortization of long-term deferred charges 292,270 -
Income taxes 574,777 -

Changes in operating assets and liabilities :
Accounts receivable 6,606,933 (4,902,383)
Prepaid expenses and other receivables (4,916,134) (661,299)
Income tax receivable / payable 15,366 461,987
Inventories 299,097 241,792
Accounts payable 1,269,749 75,560
Other payables and accrued liabilities 1,043,091 632,494
Advance to / from a related party (8,869,787) (165)

Net cash flows (used in) / provided by operating activities (1,019,190) 88,668

Cash flows from investing activities
Acquisition of a subsidiary (net of acquired cash) - 71,444
Acquisition of plant and equipment (66,701) -
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Net cash flows (used in) / provided by investing activities (66,701) 71,444

Cash flows from financing activities
Proceeds from issuance of common stocks 1,075,782 -
Issuing expenses (124,653) -

Net cash flows provided by financing activities 951,129 -

Net (decrease) / increase in cash and cash equivalents (134,762) 160,112
Effect of foreign currency translation on cash and cash equivalents 131,329 (76,393)
Cash and cash equivalents - beginning of year 104,721 21,002

Cash and cash equivalents - end of year 101,288 104,721

See notes to consolidated financial statements
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INNOCOM TECHNOLOGY HOLDINGS, INC.

(Formerly Dolphin Productions, Inc.)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(Stated in US Dollars)

1.

Change of company name

Effect from June 20, 2006, the Company changed its name from Dolphin Productions, Inc. to Innocom Technology
Holdings, Inc. (the �Company�).

2.

Corporation information and reorganization

Innocom Technology Holdings, Inc. (the �Company�) (formerly Dolphin Productions Inc.) was incorporated in the State
of Nevada on June 26, 1998.

Recapitalization

The Company entered into an Agreement and Plan of Reorganization dated March 15, 2006 (the �Agreement�) with
Innocom Technology Holdings Limited, a British Virgin Islands corporation (�ITHL�) and Mr. Hui Yan Sui William,
the sole shareholder of the 100% of the capital shares of ITHL, (�Original Shareholder�).  The closing of the Agreement
occurred on March 30, 2006.  
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At the closing of the Agreement, the Company acquired all of ITHL�s capital shares (the �ITHL Shares�) from the
Original Shareholder, and the Original Shareholder transferred and contributed all of his ITHL Shares to the
Company.  In exchange, the Company issued 32,162,500 shares of its Common Stock to the Original Shareholder.

As a result of the closing of the Agreement, ITHL became the wholly owned subsidiary of the Company and became
the Company�s main operational business.  The Exchange transaction, for accounting and financial reporting purposes,
is deemed to be a reverse takeover transaction (�RTO�).

The RTO has been accounted for as a recapitalization of the Company whereby the historical financial statements and
operations of ITHL become the historical financial statements of the Company, with no adjustment to the carrying
value of the assets and liabilities.  The accompanying consolidated financial statements reflect the recapitalization of
the stockholders� equity as if the transaction occurred as of the beginning of the first period presented.

Restructuring

For the purpose of RTO, the companies comprising ITHL group underwent the restructuring on October 1, 2005 (the
�Re-structuring�), ITHL acquired all of the outstanding and issued shares of common stock of its subsidiaries (including
Chinarise Capital (International) Ltd. (�CCIL�), Next Giant International Limited (�NGIL�) and Sky Talent Development
Limited (�STDL�)) from their then existing stockholders by exchange of its voting common stock.
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INNOCOM TECHNOLOGY HOLDINGS, INC.

(Formerly Dolphin Productions, Inc.)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(Stated in US Dollars)

2.

Corporation information and reorganization (cont�d)

Acquisition of a subsidiary

The wholly-owned subsidiary of the Company, NGIL, has been entering into an Acquisition Agreement with all the
then shareholders of Beijing Unismobile Communication Technology Co., Ltd. (�BUCTCL�) for the acquisition of
100% equity interest of BUCTCL on November 21, 2005 in cash consideration.  The effect of acquisition has changed
the nature of business organization of BUCTCL from being a domestic enterprise into a wholly foreign owned
enterprise.  

3.

Description of business

The Company and its subsidiaries is engaged in trading of mobile phone handsets and components and provision of
design and solution for mobile phone.

Name of company Principal activities
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Place and date of
incorporation

Issued and fully
paid capital

Innocom Technology Holdings
Limited (�ITHL�)

(Formerly Wisechamp Group Limited)

British Virgin Islands

July 12, 2005

US$1 ordinary Investment holding

Chinarise Capital (International) Ltd.
(�CCIL�)

British Virgin Islands

January 28, 2003

US$1 ordinary Trading of mobile
phone handsets and
components

Next Giant International Limited
(�NGIL�)

British Virgin Islands

August 5, 2004

US$1 ordinary Investment holding

Sky Talent Development Limited
(�STDL�)

British Virgin Islands

September 8, 2005

US$1 ordinary Investment holding

Beijing Unismobile Communication
Technology Co., Ltd. (�BUCTCL�)

The People�s Republic of
China

September 11, 2002

RMB20,000,000 Provision of design
and solution for
mobile phone

Innocom Mobile Technology Limited
(�IMTL�)

Hong Kong

June 21, 2006

HK$2,000,000
ordinary

Inactive
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INNOCOM TECHNOLOGY HOLDINGS, INC.

(Formerly Dolphin Productions, Inc.)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(Stated in US Dollars)

4.

Summary of significant accounting policies

Basis of presentation and consolidation

On March 30, 2006, the RTO were completed.  Accordingly, accounting for recapitalization is adopted for the
preparation of consolidated financial statements.  Generally, this means that the consolidated financial statements are
issued under the name of the legal parent, the Company, but a continuation of consolidated financial statements of
ITHL.  

As the Company has its original financial year end on September 30, and then it is changed to December 31 in
conformity with the merged entity - ITHL, therefore, the consolidated financial statements presented on
recapitalization accounting would cover the operating result of the Company for a period of 15-months from October
1, 2005 to December 31, 2006 pursuant to Regulation S-X of the Securities Act 1933.

For the operating results of ITHL and its subsidiaries, the operating results presented here cover 12-month period for
year ended December 31, 2006 and 2005 respectively.

On October 1, 2005, the Restructuring was completed and accordingly, accounting for recapitalization is adopted for
the preparation of the comparative figures of the consolidated financial statements.  It means that the consolidated
financial statements for the period ended December 31, 2005 are issued under the name of the legal parent, ITHL, but
includes the combined financial statements of CCIL, NGIL, STDL, BUCTCL and IMTL.
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The accompanying consolidated financial statements of the Company have been prepared in accordance with
generally accepted accounting principles in the United States of America.

The consolidated financial statements include the accounts of the Company and its subsidiaries.  All significant
inter-company accounts and transactions have been eliminated in consolidation.

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

The Company also evaluates consolidation of entities under Financial Accounting Standards Board (FASB)
Interpretation No.46, �Consolidation of Variable Interest Entities� (FIN 46). FIN 46 requires management to evaluate
whether an entity or interest is a variable interest entity and whether the Company is the primary beneficiary.
Consolidation is required if both of these criteria are met. The Company does not have any variable interest entities
requiring consolidation.
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INNOCOM TECHNOLOGY HOLDINGS, INC.

(Formerly Dolphin Productions, Inc.)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(Stated in US Dollars)

4.

Summary of significant accounting policies (cont�d)

Use of estimates

In preparing financial statements in conformity with accounting principles generally accepted in the United States of
America, management makes estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosures of contingent assets and liabilities at the dates of the financial statements, as well as the reported amounts
of revenues and expenses during the reporting periods.  These accounts and estimates include, but are not limited to,
the valuation of accounts receivable, inventories, deferred income taxes and the estimation on useful lives of plant and
equipment.  Actual results could differ from those estimates.

Economic and political risks

BUCTCL�s operations are conducted in the PRC.  Accordingly, BUCTCL�s business, financial condition and results of
operations may be influenced by the political, economic and legal environment in the PRC and by the general state of
the PRC economy.

BUCTCL�s operations in the PRC are subject to special considerations and significant risks not typically associated
with companies in North America and Western Europe.  These include risks associated with, among others, the
political, economic and legal environment and foreign currency exchange.  BUCTCL�s results may be adversely
affected by changes in the political and social conditions in the PRC and by changes in governmental policies with
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respect to laws and regulations, anti-inflationary measures, currency conversion, remittances abroad and rates and
methods of taxation, among other things.

Concentrations of credit risk

Financial instruments that potentially subject the Group to significant concentrations of credit risk consist principally
of accounts receivable and other receivables.  In respect of accounts receivable, the Group extends credit based on an
evaluation of the customer�s financial condition, generally without requiring collateral or other security.  In order to
minimize the credit risk, the management of the Group has delegated a team responsibility for determination of credit
limits, credit approvals and other monitoring procedures to ensure that follow-up action is taken to recover overdue
debts.  Further, the Group reviews the recoverable amount of each individual trade debt at each balance sheet date to
ensure that adequate impairment losses are made for irrecoverable amounts.  In this regard, the directors of the Group
consider that the Group�s credit risk is significantly reduced.  Other than set forth below, no customers represented
10% or more of the Group�s net sales and accounts receivable.
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INNOCOM TECHNOLOGY HOLDINGS, INC.

(Formerly Dolphin Productions, Inc.)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(Stated in US Dollars)

4.

Summary of significant accounting policies (cont�d)

Concentrations of credit risk (cont�d)

At December 31, 2006, customers represented 10% or more of the Group�s net sales and their related accounts
receivable are:

2006
$

Net sales 51,719,411
Accounts receivable 2,424,111

In respect of other receivables, the amount includes an amount due from third parties arising from assignment of
accounts receivable to them of $5,651,304.  There is no settlement from such third parties up to the date of this report.

Cash and cash equivalents
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Cash and cash equivalents include all cash, deposits in banks and other highly liquid investments with initial
maturities of three months or less.

Accounts receivable

Accounts receivable are stated at original amount less allowance made for doubtful receivables, if any, based on a
review of all outstanding amounts at the year end.  An allowance is also made when there is objective evidence that
the Group will not be able to collect all amounts due according to original terms of receivables.  Bad debts are written
off when identified.  The Group extends unsecured credit to customers in the normal course of business and believes
all accounts receivable in excess of the allowances for doubtful receivables to be fully collectible.  The Group does not
accrue interest on trade accounts receivable.  

During the reporting period, the Group had no bad debt experienced and, accordingly, did not make any allowance for
doubtful debts.

Inventories

Inventories are stated at the lower of cost or market.  Cost is determined on a first-in, first-out basis. In assessing the
ultimate realization of inventories, the management makes judgments as to future demand requirements compared to
current or committed inventory levels.  The Group�s reserve requirements generally increase as the management
projected demand requirements; decrease due to market conditions, product life cycle changes.  During the reporting
period, the Group did not make any allowance for slow-moving or defective inventories.
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INNOCOM TECHNOLOGY HOLDINGS, INC.

(Formerly Dolphin Productions, Inc.)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(Stated in US Dollars)

4.

Summary of significant accounting policies (cont�d)

Plant and equipment

Plant and equipment are stated at cost less accumulated depreciation.  Cost represents the purchase price of the asset
and other costs incurred to bring the asset into its existing use.  Maintenance, repairs and betterments, including
replacement of minor items, are charged to expense; major additions to physical properties are capitalized.

Depreciation of plant and equipment is provided using the straight-line method over their estimated useful lives at the
following annual :-

Building improvements 50%
Furniture, fixtures and office equipment 20%
Computer hardware and software 20%
Machinery and equipment 20%
Motor vehicles 20%

Upon sale or disposition, the applicable amounts of asset cost and accumulated depreciation are removed from the
accounts and the net amount less proceeds from disposal is charged or credited to income.
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Impairment of long-lived assets

Long-lived assets are reviewed for impairment whenever events or changes in circumstances indicate that the carrying
amount of the assets may not be recoverable.  The Group recognizes impairment of long-lived assets in the event that
the net book values of such assets exceed the future undiscounted cashflows attributable to such assets.

No impairment of long-lived assets was recognized for the period presented.

Revenue recognition

Revenue from sales of the Group�s products is recognized when the significant risks and rewards of ownership have
been transferred to the buyer at the time of delivery and the sales price is fixed or determinable and collection is
reasonably assured.

Advertising expenses

Advertising expenses are charged to expense as incurred.

Advertising expenses amounted to $644 during 2006 are included in administrative and other operating expenses.
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INNOCOM TECHNOLOGY HOLDINGS, INC.

(Formerly Dolphin Productions, Inc.)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(Stated in US Dollars)

4.

Summary of significant accounting policies (cont�d)

Income taxes

The Group uses the asset and liability method of accounting for income taxes pursuant to SFAS No. 109 �Accounting
for Income Taxes�.  Under the asset and liability method of SFAS 109, deferred tax assets and liabilities are recognized
for the future tax consequences attributable to temporary differences between the financial statements carrying
amounts of existing assets and liabilities and loss carry forwards and their respective tax bases.  Deferred tax assets
and liabilities are measured using enacted tax rates expected to apply to taxable income in the years in which those
temporary differences are expected to be recovered or settled.  Valuation allowances are established when necessary
to reduce deferred tax assets to the amount expected to be realized.

Comprehensive income

The Group has adopted SFAS 130, �Reporting Comprehensive Income�, which establishes standards for reporting and
display of comprehensive income, its components and accumulated balances.  Accumulated other comprehensive
income represents the accumulated balance of foreign currency translation adjustments of the Group.

Foreign currency translation
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The Group maintains its financial statements in the functional currency.  The functional currencies of CCIL and
BUCTCL are Hong Kong dollars (�HK$�) and Renminbi (�RMB�) respectively.  Monetary assets and liabilities
denominated in currencies other than the functional currency are translated into the functional currency at rates of
exchange prevailing at the balance sheet dates.  Transactions denominated in currencies other than the functional
currency are translated into the functional currency at the exchanges rates prevailing at the dates of the transaction.
 Exchange gains or losses arising from foreign currency transactions are included in the determination of net income
for the respective periods.

For financial reporting purposes, the financial statements of the Group which are prepared using the functional
currency have been translated into United States dollars.  Assets and liabilities are translated at the exchange rates at
the balance sheet dates and revenue and expenses are translated at the average exchange rates and stockholders� equity
is translated at historical exchange rates.  Any translation adjustments resulting are not included in determining net
income but are included in foreign exchange adjustment to other comprehensive income, a component of stockholders�
equity.

2006 2005

Year end HK$ : US$ exchange rate 7.7593 7.7532
Average yearly HK$ : US$ exchange rate 7.7499 7.7767
Year end RMB : US$ exchange rate 7.8003 8.0734
Average yearly RMB : US$ exchange rate 7.9637 8.2033

F-13

Edgar Filing: INNOCOM TECHNOLOGY HOLDINGS, INC. - Form 10KSB

80



INNOCOM TECHNOLOGY HOLDINGS, INC.

(Formerly Dolphin Productions, Inc.)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(Stated in US Dollars)

4.

Summary of significant accounting policies (cont�d)

Foreign currency translation (cont�d)

The RMB is not freely convertible into foreign currency and all foreign exchange transactions must take place through
authorized institutions.  No representation is made that RMB amounts could have been, or could be, converted into
US$ at rates used in translation.

Fair value of financial instruments

The carrying values of the Group�s financial instruments, including cash and cash equivalents, trade and other
receivables, deposits, trade and other payables approximate their fair values due to the short-term maturity of such
instruments.  

Basic and diluted earnings per share
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The Company reports basic earnings or loss per share in accordance with SFAS No. 128, �Earnings Per Share�.  Basic
earnings per share is computed using the weighted average number of shares outstanding during the periods presented.
 The weighted average number of shares of the Company represents the common stock outstanding during the periods.

Recent accounting pronouncements

In May 2005, the FASB issued SFAS No. 154, �Accounting Changes and Error Corrections� (�SFAS 154�), which
changes the requirements for the accounting for and reporting of a change in accounting principle.  The statement
requires retrospective application to prior period financial statements of changes in accounting principle, unless
impracticable to do so.  It also requires that a change in the depreciation, amortization, or depletion method for
long-lived non-financial assets be accounted as a change in accounting estimate, effected by a change in accounting
principle.  Accounting for error corrections and accounting estimate changes will continue under the guidance in APB
Opinion 20, �Accounting Changes�, as carried forward in this pronouncement. The statement is effective for fiscal years
beginning after December 15, 2005.

In November 2005, the FASB issued FSP Nos. FAS 115-1 and 124-1, �The Meaning of Other-Than-Temporary
Impairment and Its Application to Certain Investments.�  This FSP addresses the determination as to when an
investment is considered impaired, whether the impairment is �other-than-temporary�, and the measurement of an
impairment loss.   The investment is impaired if the fair value is less than cost.   The impairment is
�other-than-temporary� for equity securities and debt securities that can contractually be prepaid or otherwise settled in
such a way that the investor would not recover substantially all of its cost. If �other-than-temporary�, an impairment loss
shall be recognized in earnings equal to the difference between the investment�s cost and its fair value.  The guidance
in this FSP is effective in reporting periods beginning after December 15, 2005.
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INNOCOM TECHNOLOGY HOLDINGS, INC.

(Formerly Dolphin Productions, Inc.)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(Stated in US Dollars)

4.

Summary of significant accounting policies (cont�d)

Recent accounting pronouncements (cont�d)

In February 2006, the FASB issued SFAS No. 155, Accounting for Certain Hybrid Financial Instruments, which
amends SFAS No. 133, Accounting for Derivative Instruments and Hedging Activities (�SFAS No. 155�), and SFAS
No. 140, Accounting for Transfers and Servicing of Financial Assets and Extinguishments of Liabilities.  SFAS No.
155 simplifies the accounting for certain derivatives embedded in other financial instruments by allowing them to be
accounted for as a whole if the holder elects to account for the whole instrument on a fair value basis.  SFAS No. 155
also clarifies and amends certain other provisions of SFAS No. 133 and SFAS No. 140.  SFAS No. 155 is effective for
all financial instruments acquired, issued or subject to a remeasurement event occurring in fiscal years beginning after
September 15, 2006.  Earlier adoption is permitted, provided the Company has not yet issued financial statements,
including for interim periods, for that fiscal year.  The Company does not believe the adoption of SFAS No. 155 will
have a material impact on the Company�s consolidated financial position or results of operations.

The FASB released SFAS No. 156, �Accounting for Servicing of Financial Assets,� to simplify accounting for
separately recognized servicing assets and servicing liabilities. SFAS No. 156 amends SFAS No. 140, �Accounting for
Transfers and Servicing of Financial Assets and Extinguishments of Liabilities.� SFAS No. 156 permits an entity to
choose either the amortization method or the fair value measurement method for measuring each class of separately
recognized servicing assets and servicing liabilities after they have been initially measured at fair value. SFAS No.
156 applies to all separately recognized servicing assets and liabilities acquired or issued after the beginning of an
entity�s fiscal year that begins after September 15, 2006. SFAS No. 156 will be effective for the Company as of
December 31, 2006, the beginning of the Company�s 2007 fiscal year. The Company does not believe the adoption of
SFAS No. 156 will have a material impact on the Company�s consolidated financial position or results of operations.
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In July 2006, the FASB issued FIN 48 �Accounting for Uncertainty in Income Taxes.�  This interpretation requires that
we recognize in our financial statements, the impact of a tax position, if that position is more likely than not of being
sustained on audit, based on the technical merits of the position.  The provisions of FIN 48 are effective as of the
beginning of our 2007 fiscal year, with the cumulative effect of the change in accounting principle recorded as an
adjustment to opening retained earnings.  The Company is currently evaluating the effect of FIN 48 on its financial
statements.

In September 2006, the FASB issued SFAS No. 157 �Fair Value Measurement� (�SFAS 157�). SFAS 157 defines fair
value, establishes a framework for measuring fair value, and expands disclosures about fair value measurements. This
Statement shall be effective for financial statements issued for fiscal years beginning after November 15, 2007, and
interim periods within those fiscal years. Earlier application is encouraged, provided that the reporting entity has not
yet issued financial statements for that fiscal year, including any financial statements for an interim period within that
fiscal year. The provisions of this statement should be applied prospectively as of the beginning of the fiscal year in
which this Statement is initially applied, except in some circumstances where the statement shall be applied
retrospectively.  The Company is currently evaluating the effect, if any, of SFAS 157 on its financial statements.
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INNOCOM TECHNOLOGY HOLDINGS, INC.

(Formerly Dolphin Productions, Inc.)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(Stated in US Dollars)

4.

Summary of significant accounting policies (cont�d)

Recent accounting pronouncements (cont�d)

The FASB released SFAS No. 158, �Employers� Accounting for Defined Benefit Pension and Other Postretirement
Plans: an amendment of FASB Statements No. 87, 88, 106, and 132(R),� which requires an employer to recognize the
over funded or under funded status of defined benefit and other postretirement plans as an asset or liability in its
statement of financial position and to recognize changes in that funded status in the year in which the changes occur
through an adjustment to comprehensive income. This statement also requires an employer to measure the funded
status of a plan as of the date of its year-end statement of financial position, with limited exceptions. The Company is
required to initially recognize the funded status of its defined benefit and other postretirement plans as of December
31, 2006, and to provide the required disclosures in the Company�s 2006 annual report on Form 10-KSB.  The
Company is assessing the impact on the adoption of SFAS No. 158 will have on the Company�s consolidated financial
position.

On February 15, 2007, the FASB issued SFAS No. 159, �The Fair Value Option for Financial Assets and Financial
Liabilities � Including an Amendment of SFAS No. 115.� The fair value option established by SFAS No. 159 permits all
entities to choose to measure eligible items at fair value at specified election dates. A business entity will report
unrealized gains and losses on items for which the fair value option has been elected in earnings (or another
performance indicator if the business entity does not report earnings) at each subsequent reporting date. The fair value
option: (a) may be applied instrument by instrument, with a few exceptions, such as investments otherwise accounted
for by the equity method; (b) is irrevocable (unless a new election date occurs); and (c) is applied only to entire
instruments and not to portions of instruments. SFAS No. 159 is effective as of the beginning of an entity�s first fiscal
year that begins after November 15, 2007. Early adoption is permitted as of the beginning of the previous fiscal year
provided that the entity makes that choice in the first 120 days of that fiscal year and also elects to apply the
provisions of SFAS. No.157. The Company does not early adopt this statement.
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5.

Other income

2006 2005
$ $

Bank interest income 1,179 223
Sundry income 125,258 90,177

126,437 90,400
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INNOCOM TECHNOLOGY HOLDINGS, INC.

(Formerly Dolphin Productions, Inc.)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(Stated in US Dollars)

6.

Income taxes

The components of the income before income taxes are:

2006 2005
$ $

Hong Kong  3,284,096 2,527,552
The British Virgin Islands  (256) -
The United States  (347,794) (6,505)
The People�s Republic of China  90,892 2,116,854

 3,026,938 4,637,901

The components of the provision for income taxes are:

2006 2005
$ $

Hong Kong profits tax
Current year 574,777 442,322
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The following table accounts for the differences between the actual tax provision and the amounts obtained by
applying the applicable statutory income tax rate of 17.5% to income before taxes for the period ended December 31,
2006.

2006 2005
$ $

Provision for income taxes at Hong Kong income 529,714 811,632
  tax rate
Non-deductible expenses for income tax purposes 60,969 1,138
Tax exemption granted to PRC subsidiary (15,906) (370,448)

574,777 442,322

7.

Earnings per share of common stock

Basic earnings per share of common stock was calculated by dividing the earnings of $2,452,161 (2005: $4,195,579)
by the weighted average number of ordinary shares 21,398,394 (2005: 21,398,394).

There is no dilution effect to the basic earnings per share of common stock for the period presented.
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INNOCOM TECHNOLOGY HOLDINGS, INC.

(Formerly Dolphin Productions, Inc.)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(Stated in US Dollars)

8.

Prepaid expenses and other receivables

 At December 31,
2006 2005
$ $

Purchase deposits paid 259,662 192,765
Other deposits and prepayments 63,899 -
Other receivables 5,733,079 947,741

6,056,640 1,140,506

9.

Inventories

At December 31,
2006 2005

$ $

Raw materials for mobile phone handsets - 299,097
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10.

Long-term deferred charges

At December 31,
2006 2005

$ $

Fair value of share options granted for share based
expenses � consulting fee

5,932,000 -
Accumulated amortization 292,270 -

5,639,730 -

Amortization expenses included in administrative and other operating expenses for the period ended 2006 are
$292,270 (2005: $Nil).
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INNOCOM TECHNOLOGY HOLDINGS, INC.

(Formerly Dolphin Productions, Inc.)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(Stated in US Dollars)

11.

Plant and equipment

At December 31,
2006 2005
$ $

Cost
Machinery and equipment 699,235 674,110
Building improvements 215,825 198,173
Computer hardware and software 357,445 343,757
Furniture, fixtures and office equipment 183,454 175,395
Motor vehicles 64,358 62,181

1,520,317 1,453,616

Accumulated depreciation
Machinery and equipment 302,205 172,201
Building improvements 184,023 172,714
Computer hardware and software 278,229 252,408
Furniture, fixtures and office equipment 73,063 39,165
Motor vehicles 16,525 4,270

854,045 640,758

Net
Machinery and equipment 397,030 501,909
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Building improvements 31,802 25,459
Computer hardware and software 79,216 91,349
Furniture, fixtures and office equipment 110,391 136,230
Motor vehicles 47,833 57,911

666,272 812,858

Depreciation expenses for the period ended 2006 are $213,287 (2005: $45,103).

12.

Other payables and accrued liabilities

At December 31,
2006 2005
$ $

Accrued expenses 129,885 85,741
Other payables 1,696,218 745,647
Sales deposits received 668,671 620,295

2,494,774 1,451,683
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INNOCOM TECHNOLOGY HOLDINGS, INC.

(Formerly Dolphin Productions, Inc.)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(Stated in US Dollars)

13.

Advance from / to a related party

Advance from / to a related party for working capital are as follows:

At December 31,
2006 2005
$ $

Advance to a shareholder 6,052,495 -

Advance from a shareholder - 2,817,292

The advance to a shareholder is interest-free, unsecured and has no fixed repayment terms.

The advance from a shareholder is interest-free, unsecured and will not repayable    within one year from the balance
sheet date.

14.

Common stock
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During June 1998, the Company issued 500,000 shares of its previously authorized but unissued common stock for
cash of $2,000 (or $0.004 per share).

During January 1999, the Company issued 20,000 shares of its previously authorized but unissued common stock for
cash of $4,000 (or $0.20 per share).

On January 15, 1999, the Company effected a five for two common stock split.  The financial statements, for all
periods presented, have been restated to reflect the stock split.

During September 2004, the Company issued 225,000 shares of its previously authorized but unissued common stock
for cash of $45,000 (or $0.20 per share).

During September 2004, the Company issued 25,000 shares of its previously authorized but unissued common stock
to certain officers and directors of the Company for services valued at $5,000 (or $0.20 per share).  The Company
issued 7,500 shares to its president/chairman of the board, 5,000 shares to a vice-president/director, 5,000 the chief
financial officer/director, 5,000 shares to the director who chairs the audit committee, and 2,500 shares to two other
officers.

During March 2006, the Company issued 32,162,500 shares to acquire entire interest in ITHL.

During April 2006, the Company issued 567,500 shares in lieu of professional fee for acquisition of ITHL.

During the period 2006, the Company issued 1,398,251 shares of its restricted common stock for total proceeds of
$1,075,782 before issuing expenses.
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INNOCOM TECHNOLOGY HOLDINGS, INC.

(Formerly Dolphin Productions, Inc.)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(Stated in US Dollars)

14.

Common stock (cont�d)

During November 2006, the Company issued 3,000,000 shares upon exercise of rights under the share options.  The
fair value of the services for the grant is appraised at $5,932,000 based on Black-Scholes Model by an independent
valuer, Ample Corporate Valuation and Consulting Limited.

15.

Pension plans

The Group participates in a defined contribution pension scheme under the Mandatory Provident Fund Schemes
Ordinance �MPF Scheme� for all its eligible employees in Hong Kong.

The MPF Scheme is available to all employees aged 18 to 64 with at least 60 days of service in the employment in
Hong Kong.  Contributions are made by the Group�s subsidiary operating in Hong Kong at 5% of the participants�
relevant income with a ceiling of HK$20,000.  The participants are entitled to 100% of the Group�s contributions
together with accrued returns irrespective of their length of service with the Group, but the benefits are required by
law to be preserved until the retirement age of 65.  The only obligation of the Group with respect to MPF Scheme is to
make the required contributions under the plan.  The assets of the schemes are controlled by trustees and held
separately from those of the Group.  
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For employees in PRC, the Group contributes on a monthly basis to various defined contribution plans organized by
the relevant municipal and provincial government in the PRC based on certain percentage of the relevant employees�
monthly salaries.  The municipal and provincial governments undertake to assume the retirement benefit obligations
payable to all existing and future retired employees under these plans and the Group has no further constructive
obligation for post-retirement benefits beyond the contributions made.  Contributions to these plans are expenses as
incurred.

Total pension cost was $4,156 during 2006.
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INNOCOM TECHNOLOGY HOLDINGS, INC.

(Formerly Dolphin Productions, Inc.)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(Stated in US Dollars)

16.

Commitments and contingencies

Operating leases commitments

The Group leases office premises under various non-cancelable operating lease agreements that expire at various dates
through year 2008, with an option to renew the lease.  All leases are on a fixed repayment basis.  None of the leases
includes contingent rentals.  Minimum future commitments under these agreements payable as of December 31, 2006
are as :-

Year ending December 31 $

2007 151,533
2008 82,164

233,697

Rental expenses for the period ended 2006 were $54,212.

17
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Segment Information

For management purposes, the Group is currently organized into two major principal activities � trading of mobile
phone handsets and components and provision of design and solution for mobile phone.  These principal activities are
the basis on which the Group reports its primary segment information.

2006

Provision of
design &

solution for
mobile phone

Trading of
mobile phone
handsets &

related
components

Others Total
$ $ $ $

Sales 1,003,320 51,719,412 - 52,722,732

Cost of sales 717,912 48,088,619 - 48,806,531

Segment result 285,408 3,630,793 - 3,916,201
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INNOCOM TECHNOLOGY HOLDINGS, INC.

(Formerly Dolphin Productions, Inc.)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(Stated in US Dollars)

17

Segment Information (cont�d)

2005

Provision of
design &

solution for
mobile phone

Trading of
mobile phone
handsets &

related
components

Others Total
$ $ $ $

Sales 2,457,668  19,962,434 1,201 22,421,303

Cost of sales 399,944 16,905,199 300 17,305,443

Segment result 2,057,724 3,057,235 901 5,115,860

The Group�s operations are primarily in Hong Kong and China and the Group�s sales, gross profit and total assets
attributable to other geographical areas are less than 10% of the Group�s corresponding consolidated totals for the
period ended December 31, 2006.  Consequently, no segment information by geographical areas is presented.
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18.

Events after balance sheet date

Disposal of subsidiaries

The wholly-owned subsidiary of the Company, ITHL, has entered into a Share Purchase Agreement dated May 16,
2007 with a Purchaser for the disposal of its wholly-owned subsidiary, NGIL, the holding company of BUCTCL, in a
consideration of RMB44 million (approximately $5,640,000).  The consideration receivable is assigned from the
Purchaser to a third party.  The Purchaser agrees that ITHL reserves the right of priority to license from the Purchaser
the mobile phone handset design solutions already completed prior to the completion of the agreement under the terms
and conditions subject to further negotiations.

Acquisition of mobile phone license

The wholly-owned subsidiary of the Company, ITHL, has entered into a License Agreement dated May 16, 2007 with
the above third party for a 10 years mobile phone license in a consideration of RMB45 million (approximately
$5,770,000).  If the third party can provide proof of legal title of the mobile phone license, additional license fee of
RMB500,000 (approximately $64,000) per annum will be paid by ITHL.

Planned acquisition of land and building

The Group has entered into a Provisional agreement dated September 29, 2006 to purchase land and building in PRC
to establish an assembly line of mobile phone handset.  There is no definitive sale and purchase agreement entered up
to the date of this report.
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INNOCOM TECHNOLOGY HOLDINGS, INC.

(Formerly Dolphin Productions, Inc.)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(Stated in US Dollars)

18.

Events after balance sheet date (cont�d)

Planned establishment of a joint venture

The Company has entered into a Memorandum of Understanding (�MOU�) dated February 27, 2007 with a Korean
listed company.  Pursuant to this MOU, both parties are willing to set up a joint venture in PRC to promote a 3-D
mobile contents platform.  There is no definitive joint venture agreement entered up to the date of this report.

Planned acquisition of a company

The wholly-owned subsidiary of the Company, ITHL, has entered into a Letter of Intent (�LOI�) dated February 12,
2007 with a third party.  Pursuant to this LOI, ITHL intends to acquire 100% interest of Shanghai BODA Electronic
Co., Ltd.  There is no definitive equity transfer agreement entered up to the date of this report.

Planned acquisition of a related company
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The wholly-owned subsidiary of the Company, ITHL, has entered into a Memorandum of Understanding (�MOU�)
dated March 7, 2007 with Mr. Hui Yan Sui William (shareholder and chief executive officer of the Company), Mr.
Tay Siew Leng (non-executive director of the Company since March 5, 2007) and third parties.  Pursuant to this
MOU, ITHL intends to acquire 71.5% interest of Superior Precision Engineering Co. Limited.  Completion of
acquisition is conditional upon completion of diligent inspections and assessments by ITHL.  There is no definitive
sale and purchase agreement entered up to the date of this report.

19.

Comparative amounts

Certain amounts included in prior years� consolidated financial statements have been reclassified to conform to the
current year�s presentation on the basis of recapitalization accounting.  These reclassifications had no effect on
reported total assets, liabilities, shareholders� equity, or net income.
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