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Forward-Looking Statements
This Annual Report on Form 10-K, including Management s Discussion and Analysis of Financial Condition and
Results of Operations in Item 7, contains statements that may constitute forward-looking statements within the
meaning of the Private Securities Litigation Reform Act of 1995. These statements involve risks, uncertainties and
assumptions. If the risks or uncertainties ever materialize or the assumptions prove incorrect, our results may differ
materially from those expressed or implied by such forward-looking statements and assumptions. All statements other
than statements of historical fact are statements that could be deemed forward-looking statements, including but not
limited to any projections of revenue, margins, expenses, tax provisions, earnings, cash flows, benefit obligations,
share repurchases or other financial items; any statements of the plans, strategies and objectives of management for
future operations; any statements concerning expected development or relating to products or services; any statements
regarding future economic conditions or performance; any statements regarding pending claims or disputes; any
statements of expectation or belief; and any statements of assumptions underlying any of the foregoing. Risks,
uncertainties and assumptions include macroeconomic and geopolitical trends and events; the execution and
performance of contracts by customers, suppliers and partners; the challenge of managing asset levels, including
inventory; the difficulty of aligning expense levels with revenue changes; the outcome of pending legislation and
accounting pronouncements; and other risks that are described herein, including but not limited to the items discussed
in Risk Factors in Item 1A of this report, and that are otherwise described from time to time in our Securities and
Exchange Commission reports filed after the date of filing this report. We assume no obligation and do not intend to
update these forward-looking statements.
PART I
ITEM 1. BUSINESS
Business of Universal Electronics Inc.
Universal Electronics Inc. was incorporated under the laws of Delaware in 1986 and began operations in 1987. The
principal executive offices are located at 6101 Gateway Drive, Cypress, California 90630. As used herein, the terms
we , us and our refer to Universal Electronics Inc. and its subsidiaries unless the context indicates to the contrary.
Additional information regarding UEI can be obtained at www.uei.com.
Business Segment
Overview
Our business is comprised of one reportable segment. We have developed a broad line of easy-to-use,
pre-programmed universal wireless control products and audio-video accessories that are marketed to enhance home
entertainment systems. Additionally, we develop software and firmware solutions that can enable devices such as
TVs, set-top boxes, stereos, automotive audio systems, cell phones and other consumer electronic products to
wirelessly connect and interact with home networks and interactive services to deliver digital entertainment and
information.
Principal Markets
Our primary markets include retail, private label, OEMs, custom installers, automobile, cellular phone, subscription
broadcasting, cable and satellite service providers and companies in the computing industry. We believe that our
universal remote control database is capable of controlling virtually all infrared remote ( IR ) controlled TVs, VCRs,
DVD players, cable converters, CD players, audio components and satellite receivers, as well as most other infrared
remote controlled home entertainment devices and home automation control modules worldwide.
3
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We provide subscription broadcasters, namely cable operators and satellite service providers, both domestically and
internationally, with our wireless control devices and integrated circuits, on which our software is embedded, to
support the demand associated with the deployment of digital set-top boxes that contain the latest technology and
features. We also sell our universal wireless control devices and integrated circuits, on which our software is
embedded, to OEMs that manufacture cable converters and satellite receivers for resale with their products.
We continue to pursue further penetration of the more traditional consumer electronics/OEM markets. Customers in
these markets generally package our wireless control devices for resale with their audio and video home entertainment
products. We also sell customized chips, which include our software and/or customized software packages, to these
customers. Growth in this line of business has been driven by the proliferation and increasing complexity of home
entertainment equipment, emerging digital technology, multimedia and interactive internet applications, and the
number of OEMs.
We also continue to place significant emphasis on expanding our sales and marketing efforts to subscription
broadcasters and OEMs in Asia, Latin America and Europe. We will continue to add new sales people to support
anticipated sales growth in these markets over the next few years.
In the international retail markets, our One For All® brand name products accounted for 17.9%, 20.4%, and 25.4% of
our total sales for the years ended December 31, 2007, 2006 and 2005, respectively. Throughout 2007, we continued
our retail sales and marketing efforts in Europe, Australia, New Zealand, South Africa, the Middle East, Mexico and
selected countries in Asia and Latin America. Financial information relating to our international operations for the
years ended December 31, 2007, 2006 and 2005 is included in ITEM 8. FINANCIAL STATEMENTS AND
SUPPLEMENTARY DATA-Notes to Consolidated Financial Statements-Note 19 .
By providing our wireless control technology in many forms, including finished products and microcontrollers on
which our software is embedded, we can meet the needs of our customers, enabling those who manufacture or
subcontract their manufacturing requirements to use existing sources of supply and more easily incorporate our
technology.
Since our beginning in 1986, we have compiled an extensive library that covers nearly 348,000 individual device
functions and over 3,300 individual consumer electronic equipment brand names. Our library is regularly updated
with new infrared ( IR ) codes used in newly introduced audio and video devices. All such IR codes are captured from
the original manufacturer s remote control devices or written specifications to ensure the accuracy and integrity of the
database.
Our proprietary software and know-how permit us to compress the IR codes before being loaded into our products.
This provides significant cost and space efficiencies that enable us to include more codes and features in the memory
space of the wireless control devices than are included in the similarly priced products of our competitors.
With today s rapidly changing technology, upgradeability ensures on-going compatibility with current and future
devices. We have developed patented technology that provides the capability to easily upgrade the memory of our
wireless control devices by adding IR codes from our library that were not originally included. These upgrade
features, at no additional cost to the consumer, provide customers with the ability to upgrade our wireless devices
remotely using a personal computer or telephone, and directly at the factory or service locations. These upgrade
options utilize one-way or two-way communication to upgrade the wireless devices codes or data depending on the
requirements.
Each of our wireless control devices is designed to simplify the use of audio, video and other devices. To appeal to the
mass market, the number of buttons is minimized to include only the most popular functions. Another patented ease of
use feature we offer in several of our products is our user programmable macro key. This feature allows the user to
program a sequence of commands onto a single key, to be played back each time that key is subsequently pressed.

4
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Our remotes are also designed for ease of set-up. For most of our products, the consumer simply inputs a four-digit
code for each video or audio device to be controlled. During 2007, building on our strategy to develop new products
and technologies to further simplify remote set-up, we created the Stealth USB product and the EZ Web remote
control set-up application. The Stealth USB is a remote control device that utilizes a monochrome LCD display to
augment the user experience for both set-up and operation. In addition the Stealth USB has a mini USB port that can
be connected to a personal computer using a USB cable. Once connected to a personal computer, our customers can
utilize the EZ Web remote control set-up application s graphical interface to fully program their remote control.
Another product we developed during 2007 is automated set-up method that utilizes a set-top box. This product,
designed for subscription broadcasters, will help to simplify the end user s set-up experience by allowing the user to
interface with their set-top box, using their television, to program a remote. The set-top box can memorize the set-up
parameters allowing the user to restore the set-up to a new or existing remote.

Wireless networking is one of today s fastest growing trends. Combining our connectivity software and patent
portfolio with Universal Plug-n-Play ( UPnP ) standards and the 802.11 wireless networking protocols, we developed
our Nevo® product line. NevoSL®, which began shipping during the second quarter of 2005, is a stand alone
universal wireless controller that uses Wi-Fi to control the play back or viewing of MP3s, photos, and videos stored on
a PC, through a media player attached to a home entertainment center. By utilizing the touch screen user interface,
customers can select play lists, slide shows, or videos to be played via the media player from anywhere within the
networks range. In addition, NevoSL® utilizes infrared technology to control virtually all infrared controlled
consumer electronic devices, and can also be utilized to control wireless household appliances.

Building on the Nevo line, in 2007 we launched three new products for the custom installer market: NevoQ50®;
NevoConnect® NC-50 base station; and NevoStudio Pro® programming software. NevoQ50® and NevoConnect
include Z-wave functionality to enable bi-directional RF control to take full advantage of Z-Wave mesh networking
technologies, improving the range and increasing the reliability of signal transmissions. Voltage sensing and video
state detection allows the controller to detect whether AV equipment is on or off for improved macro execution.
NevoStudio Pro has been updated with an easy wizard interface, drag and drop programming, and the ability to
generate configuration files for both the remote and base station simultaneously within a single application.

In January 2008, we continued to broaden our line of advanced function remotes for the custom installer market with
the release of NevoS70®. The NevoS70 combines all the technology of the Nevo Q50 with access to web-based
services to deliver real-time information such as news, sports and stock quotes; extended battery life; and the ability to
view and control any device that has a compatible embedded web server, such as many web-based cameras and media
servers. The Nevo® product line supports the attainment of our strategic goal to build our presence as a wireless
control technology leader, enabling consumers to wirelessly connect, control, and interact within the ever-increasingly
complex home.

Methods of Distribution and Customers

We have developed a broad portfolio of patented technologies and the industry s leading database of home
connectivity software. We include our technology in a broad family of products including universal standard and
touch screen remote controls, antennas and various audio/video accessories, as well as custom and customizable
microcontrollers. To a lesser extent, we also license our technology to certain customers, including leading Fortune
500 companies.

In addition, we sell our services and license our software to OEMs operating in the consumer electronics, automobile,
cellular phone, and subscription broadcasting industries for use in their products. Licenses are delivered upon the
transfer of a product master or on a per unit basis when the software is loaded onto the OEM s device.

In the United States, we sell our products to cable operators, satellite service providers, private label customers,

consumer electronics accessory manufacturers and companies in the computing industry for
5
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resale under their respective brand names. In addition, we sell our wireless control products, and to a lesser extent,
license our proprietary technologies to OEMs for use in their products. We also license our One For AlI® brand name
to a third party, who in turn sells the products directly to certain domestic retailers.
Outside the United States, we sell our wireless control devices and certain accessories under the One For All® and
certain other brand names under private labels to retailers, and to other customers, through our international
subsidiaries. Third party distributors are utilized in countries where we do not have subsidiaries. We also sell our
products and/or license our proprietary technology to OEMs, cable operators and satellite service providers
internationally.
We have eleven international subsidiaries, Universal Electronics B.V., established in the Netherlands, One For All
GmbH and Ultra Control Consumer Electronics GmbH, both established in Germany, One for All Iberia S.L.,
established in Spain, One For All UK Ltd., established in the United Kingdom, One For All Argentina S.R.L.,
established in Argentina, One For All France S.A.S., established in France, Universal Electronics Italia S.R.L.,
established in Italy, UE Singapore Pte. Ltd., established in Singapore, UEI Hong Kong Pte. Ltd., established in Hong
Kong and UEI Electronics Pte. Ltd., established in India.
For the years ended December 31, 2007, 2006 and 2005, our sales to Comcast Communications, Inc., represented
13.3%, 12.0% and 12.2% of our net sales, respectively. No other single customer accounted for 10% or more of our
net sales in 2007, 2006 or 2005. However, DirecTV and its subcontractors collectively accounted for 16.9%, 17.7%
and 16.6% of our net sales for the years ended December 31, 2007, 2006 and 2005, respectively.
We provide domestic and international consumer support to our various universal remote control marketers, including
manufacturers, cable and satellite providers, retail distributors, and audio and video original equipment manufacturers
through our automated InterVoice system. Live agent help is available through certain programs. We also make
available a free web-based support resource, urcsupport.com, designed specifically for cable subscribers. This solution
offers interactive online demos and tutorials to help users easily setup their remote and commands, and as a result
reduces call volume at customer support centers. Additionally, ActiveSupport®, a call center, provides customer
interaction management services from service and support to retention. Pre-repair calls, post-install surveys, and
inbound calls to customers provide greater bottom-line efficiencies. We continue to review our programs to determine
their value in enhancing and improving the sales of our products. As a result of this continued review, some or all of
these programs may be modified or discontinued in the future and new programs may be added.

Raw Materials and Dependence on Suppliers
We utilize third-party manufacturers and suppliers primarily in Asia to produce our wireless control products. In 2007,
Computime, C.G. Development and Samsung each provided more than 10% of our total inventory purchases. They
collectively provided 63.2% of our total inventory purchases for 2007. In 2006, Computime, C.G. Development,
Freescale and Jetta each provided more than 10% of our total inventory purchases. They collectively provided 60.9%
of our total inventory purchases for 2006. In 2005, Computime provided more than 10% of our total inventory
purchase, representing 33.9% of our total inventory purchases.
As in the past, we continue to evaluate alternative and additional third-party manufacturers and sources of supply.
During 2007, we continued to utilize multiple suppliers and maintain duplicate tooling for certain of our products.
This has allowed us to stabilize our source for products and negotiate more favorable terms with our suppliers. In
addition, where we can, we use standard parts and components, which are available from multiple sources. To
continue to reduce our dependence on suppliers, we continue to seek additional sources of integrated circuit chips to
help reduce the potential for manufacturing and shipping delays. In addition, we have included flash microcontroller
technology in some of our products. Flash microcontrollers can have shorter lead times than standard microcontrollers
and may be reprogrammed if necessary, thus potentially reducing excess or obsolete inventory exposure.

6
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Patents, Trademarks and Copyrights
We own a number of United States and foreign patents related to our products and technology, and have filed
domestic and foreign applications for other patents that are pending. We had a total of 175 and 173 issued and pending
patents at the end of 2007 and 2006, respectively. Our patents have remaining lives ranging from approximately one
to eighteen years. We have also obtained copyright registration and claim copyright protection for certain of our
proprietary software and libraries of IR codes. Additionally, the names of most of our products are registered or are
being registered as trademarks in the United States Patent and Trademark Office and in most of the other countries in
which such products are sold. These registrations are valid for a variety of terms ranging up to 20 years and may be
renewed as long as the trademarks continue to be used and are deemed by management to be important to our
operations. While we follow the practice of obtaining patent, copyright and trademark registrations on new
developments whenever advisable, in certain cases, we have elected common law trade secret protection in lieu of
obtaining such other protection.
Seasonality
Historically, our business has been influenced by the retail sales cycle, with increased sales in the last half of the year
and the largest proportion of sales occurring in the last quarter. However, during 2007, sales in the first half of the
year exceeded sales in the second half of the year. This was primarily due to the increased demand in the first and
second quarters of 2007 from cable customers in an effort to meet the July 1, 2007 Open Cable Applications Platform
( OCAP ) standards deadline in the United States. We expect the sales cycle to return to its historical pattern in 2008.
See ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA Notes to the Consolidated Financial
Statements-Note 22 for further details regarding our quarterly results.
Competition
Our principal competitors in the international retail and private label markets for our wireless controls include Philips,
Thomson and Sony as well as various manufacturers of wireless controls in Asia. Our primary competitors in the
OEM market are the original equipment manufacturers themselves and wireless control manufacturers in Asia. Our
NevoSL® product competes in the custom electronics installation market against AMX, RTI, Universal Remote
Control, Philips, Logitech and many others. We compete in our markets on the basis of product quality, product
features, price, intellectual property and customer and consumer support. We believe that we will need to continue to
introduce new and innovative products to remain competitive and to recruit and retain competent personnel to
successfully accomplish our future objectives.
Engineering, Research and Development
During 2007, our engineering efforts focused on modifying existing products and technologies to improve features, to
lower costs, and to develop measures to protect our proprietary technology and general know-how. In addition, we
continue to regularly update our library of IR codes to include IR codes for new features and devices introduced
worldwide. We also continue to explore ways to improve our software to pre-program more codes into our memory
chips and to simplify the upgrading of our wireless control products.
We also broadened our product portfolio with solutions that address emerging technology sectors like home media
distribution and home automation. These advanced technology development efforts focused on both industry-based
standards as well as specific universal extensions that maximize the end user experience utilizing a set of
heterogeneous protocols and technologies that exist in the modern home today. This environment is driving the need
for simplification of these new protocols and devices, since they were originally engineered and targeted towards the
enterprise customer. We created the Nevo® product offerings to simplify and manage the end user s experience
interacting with devices in the home devices that may be used for a decade or more, including traditional IR based
devices, and the more
7

Table of Contents 9



Edgar Filing: UNIVERSAL ELECTRONICS INC - Form 10-K

Table of Contents

complex TCP/IP consumer electronic devices utilizing both open and proprietary protocols. During 2007 we also
focused on developing and marketing additional products that are based on the Zigbee, Z-Wave® and other radio
frequency technology.

We also developed technologies aimed at unifying traditional technologies that are encountered within a home, and
emerging technologies. This allows consumers to deploy our solutions ranging from a simple IR based audio-visual
stack to a modern digital media management experience allowing access to digital content such as music, pictures and
videos.

Our personnel are involved with various industry organizations and bodies, which are in the process of setting
standards for infrared, radio frequency, power line, telephone and cable communications and networking in the home.
There can be no assurance that any of our research and development projects will be successfully completed.

Our expenditures on engineering, research and development were:

(in millions): 2007 2006 2005

Research and Development () $ 88 $ 74 $ 6.6
Engineering @ 3.9 5.0 5.1
Total Engineering, Research and Development $ 127 $ 124 $ 117

() Research and
Development
expense for
2007 and 2006
include
stock-based
compensation
expense of
$0.4 million and
$0.4 million,
respectively.

2 Engineering

costs are

included in

SG&A.

Environmental Matters

Many of our products are subject to various federal, state, local and international laws governing chemical substances
in products, including laws regulating the manufacture and distribution of chemical substances and laws restricting the
presence of certain substances in electronics products. We could incur substantial costs, including cleanup costs, fines
and civil or criminal sanctions, third-party damage or personal injury claims, if we were to violate or become liable
under environmental laws or if our products become non-compliant with environmental laws. We also face increasing
complexity in our product design and procurement operations as we adjust to new and future requirements relating to
the materials composition of our products.
We also could face significant costs and liabilities in connection with product take-back legislation. The European
Union (the EU ) enacted the Waste Electrical and Electronic Equipment Directive, which makes producers of electrical
goods, including computers and printers, financially responsible for specified collection, recycling, treatment and
disposal of past and future covered products. During 2007 the majority of our European subsidiaries became WEEE
compliant. Our Italian subsidiary became compliant in February 2008. Similar legislation has been or may be enacted
in other jurisdictions, including in the United States, Canada, Mexico, China and Japan.
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We believe that we have materially complied with all currently existing international and domestic federal, state and
local statutes and regulations regarding environmental standards and occupational safety and health matters to which
we are subject. During the years ended December 31, 2007, 2006 and 2005, the amounts incurred in complying with
federal, state and local statutes and regulations pertaining to environmental standards and occupational safety and
health laws and regulations did not materially affect our earnings or financial condition. However, future events, such
as changes in existing laws and regulations or enforcement policies, may give rise to additional compliance costs that
could have a material adverse effect upon our capital expenditures, earnings or financial condition.
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Employees
At December 31, 2007, we employed 397 employees, of whom 136 work in engineering and research and
development, 68 in sales and marketing, 78 in consumer service and support, 44 in operations and warehousing and 71
are executive and administrative staff. None of our employees are subject to a collective bargaining agreement or
represented by a union. We consider our employee relations to be good.
International Operations
Financial information relating to our international operations for the years ended December 31, 2007, 2006 and 2005
isincluded in ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA-Notes to Consolidated
Financial Statements-Note 19 .
Available Information
Our Internet address is www.uei.com. We make available free of charge through the website our annual report on
Form 10-K, our quarterly reports on Form 10-Q, our current reports on Form 8-K and any amendments to these
reports as soon as reasonably practical after we electronically file such reports with the Securities and Exchange
Commission. These reports can be found on our website at www.uei.com under the caption SEC Filings on the
Investor page. Investors can also obtain copies of our SEC filings from the SEC website at www.sec.gov.
ITEM 1A. RISK FACTORS
Forward Looking Statements
We caution that the following important factors, among others (including but not limited to factors discussed below in
Management s Discussion and Analysis of Financial Condition and Results of Operations, as well as those factors
discussed elsewhere in this Annual Report on Form 10-K, or in our other reports filed from time to time with the
Securities and Exchange Commission), could affect our actual results and could contribute to or cause our actual
consolidated results to differ materially from those expressed in any of our forward-looking statements. The factors
included here are not exhaustive. Further, any forward-looking statement speaks only as of the date on which such
statement is made, and we undertake no obligation to update any forward-looking statement to reflect events or
circumstances after the date on which such statement is made or to reflect the occurrence of unanticipated events. New
factors emerge from time to time, and it is not possible for management to predict all such factors, nor can we assess
the impact of each such factor on the business or the extent to which any factor, or combination of factors, may cause
actual results to differ materially from those contained in any forward-looking statements. Therefore, forward-looking
statements should not be relied upon as a prediction of actual future results.
While we believe that the forward looking statements made in this report are based on reasonable assumptions, the
actual outcome of such statements is subject to a number of risks and uncertainties, including the failure of our
markets to continue growing and expanding in the manner we anticipated; the failure of ou