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Following our robust growth in 2002, | am very pleased to report to our shareholders that 2003
has marked yet another important milestone in the Group’s history. The Group once again achieved
record-breaking annual results with sales surging 63% to HK$1.4 billion for the year ended 31
December 2003. Operating profit also soared 100% to HK$243 million while net profit jumped
86% to HK$193 million. Earnings per share also rose 85% to HK43 cents. The escalating Liquid
Crystal Display (“LCD"”) industry, bolstered by the improving sentiment in the global economy,
stimulated our business growth in the region. As a result, the Group has successfully made
another record in quarterly sales with unaudited turnover of about HK$650 million for the first

three months of 2004 which was 200% more than the same period last year.
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Over the years, the Group has been increasing and diversifying
production lines to cater for the continuous business expansion
and broaden product offerings to customers. We were also
able to control costs to further enhance our profit margins.
Therefore, despite pricing pressures in material costs, our gross
profit margin improved from 28.4% in 2002 to 29.0% this
year. The net profit margin also rose to 13.8% this year from
12.1% last year. An unfavourable by-product, which is high
inventory level and long inventory turnover of more than 100
days are resulted under this rapid business expansion. We
found this very unacceptable and have immediately
implemented an MRPII system (in material requisition and
production planning) during the year which will be fully
operated in May 2004. The target inventory turnover is 70
days in short term and 50 days in the long term. | trust, by
doing that and taking other similar measures, we will ensure
our growth momentum progress in a risk-free manner.

The huge growth in the mobile phone industry, propelled by
the conversion to full colour displays, image capabilities and
high resolution, has enabled the Group to capture the vast
opportunities for its colour supertwisted nematic (“CSTN")
LCD business. Sales from this particular product were HK$350
million (shipments commenced during the second half year)
compared to nil in 2002. We expect the growth momentum
of CSTN LCD, in both the mobile phone and PDA markets, to
be sustained in the next couple of years.

A major achievement during the year was the establishment
of our first organic light emitting displays (“OLED") production
line, which also happens to be the first OLED production
facility in the PRC. Satisfactory orders for our OLED Modules
have been received since pilot production commenced in the
fourth quarter of 2003. We expect to achieve higher
production capacities and production yields with continuous
investment in R&D and advanced equipment.
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Geographically, we have obtained a good market share in
colour LCD modules for mobile phone applications in the
PRC. Sales from the PRC market contributed 53% of the
Group’s total turnover this year compared to 25% in 2002.
This is mainly attributable to a number of new customers
secured during the year, which include top-tier mobile phone
makers. Besides the PRC market, we will also be expending
more effort to explore the colour LCD markets in South Korea,
Japan, Europe and the US. We have added several talented
members into our team, all veterans of the LCD and related
industries, to support sales, marketing and production and
identify market trends and opportunities. Our product
development strategy will also integrate more value-added
functions within our products, helping our customers meet
the sophisticated demands of today’s tech-savvy consumers,
and providing them not only with physical products but also
total solutions in display applications.

The Group’s electronic consumer products business continued
to improve in the second half of the year. Demand for “TRULY"
brand MP3 players burgeoned during the year. Together with
an increasing number of ODM customers, we are confident
that this business will maintain its growth in the coming year.

In conclusion, | believe we will continue to fully capitalise on
our unique advantages in developing LCD and in particular
LCD Module (“LCM") products, which provide the key to a
bigger and brighter future for the Group.
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Business Review

The Group enjoyed a prosperous year, as the burgeoning LCD
industry continued to create soaring demand for LCD products
and services. Sales from the LCD business, therefore rose to
HK$1.22 billion, reflecting an increase of 66% over last year
and contributing 87% to the total turnover for the year.
Among the Group’s various LCD products, CSTN LCDs
experienced the strongest growth. The Group shipped about
2 million CSTN LCD units during the year, contributing 29%
to sales in the Group’s LCD business.

One of the Group’s core competencies is the total display
solutions that it offers to customers. During the year, the
Liquid Crystal Display Modules (“LCM") business generated
substantial sales as customers increasingly relied on the
Group’s display modules to facilitate their supply chain
management. Further improving its product offerings, the
Group invested in additional production lines to offer value-
added services including Chip-on-Glass (“COG"), Surface
Mount Technology (“SMT"), and Touch Screen Panel. These
developments have not only increased the Group’s margins
and enhanced production yields, but also improved customers’
production efficiencies.

With regard to its OLED activities, the Group has invested
USD15 million in R&D, licensing and equipment to date. Pilot
production for OLED displays commenced in late 2003.
Currently, the Group is receiving average orders for 200,000
pieces per month mainly in monochrome OLED modules. As
an early entrant to the OLED market in the PRC, the Group
has gained a strong customer portfolio of leading mobile
phone brands in its OLED application.

During the year, sales from electronic consumer products
accounted for 13% of the Group’s total turnover. Building on
its established “TRULY” brand, sales from its branded MP3
players recorded a double-digit growth over last year.
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Segmental Information SHEEH
By geographical segments: BHESHE
2003 2002
—E¥=F —EBEC-F
Turnover Turnover
BXW BN
HK$’000 HK$'000
T & FHET
The People’s Republic of China REARAER 735,278 213,817
Hong Kong B8 102,822 115,948
South Korea [ 204,505 206,426
Japan [S]EiN 186,736 143,657
Europe BOM 73,083 72,370
Others (Note) Hty (Kfat) 97,474 104,868
1,399,898 857,086
By business segments: BEBHSHE :
Segment Segment
Turnover result Turnover result
1] SHEER EERE PEEE
HK$'000 HK$’000 HK$'000 HK$'000
T & T & FHETT FET
Liquid crystal display products BHEREBETREER 1,222,535 262,772 737,257 133,694
Electronic consumer products ETHEE® 177,363 (20,004) 119,829 (13,011)
1,399,898 242,768 857,086 120,683
Interest income from bank deposits BTERNE KA 1,280 1,289
Unallocated other operating income ROz EMKERA 14 14
Unallocated corporate expenses AWMz AREHR (730) (689)
Profit from operations LERF 243,332 121,297
Note: Bt :

This category includes sales to countries in North and South Americas,
Australia, the Middle East, Africa, the Commonwealth of Independent
States and other Asian countries.
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Liquidity and Financial Resources

Turnover and profit for the year were increased by 63% and
86% respectively. Earnings per share were accordingly
enhanced by approximately 85%.

Total assets were increased by approximately 38% to
HK$1,731 million which comprised HK$869 million of current
assets, HK$822 million of fixed assets and HK$40 million of
deferred expenditure and other long-term assets. Total
liabilities were about HK$736 million, of which HK$627 million
were current liabilities and HK$109 million were long term
liabilities. The current ratio was maintained at a healthy level
of 1.39.

As at 31 December 2003, the total outstanding bank and
other borrowings, net of cash and bank balances were about
HK$221 million (2002: HK$47 million) and they bear interest
at prevailing market rate. The maturity profiles of these
borrowings are shown in notes 22 and 23 to the financial
statements.

The financial position of the Group was healthy and ready for
future capital expansion while keeping a sufficiently high level
of cash and bank balances (HK$165 million) together with
adequate unutilised banking facilities. The gearing ratio based
on bank and other borrowings, net of cash and bank balances
was approximately 22.2%.

Capital expenditure of approximately HK$450 million for the
next three years in respect of acquisitions of property, plant
and equipment was authorised but not contracted for. Their
expected sources of funding will be principally from internal
reserves.
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General
There was no change to the capital structure of the Group
for the year ended 31 December 2003.

The state of the Group’s current order books is very excellent.

Except for investments in subsidiaries and an associate, neither
the Group nor the Company had held any material investments
during the year.

Additions to and disposals of fixed assets mainly in plant and
machinery were approximately HK$224 million and HK$33
million during the year. As at 31 December 2003, the Group
had pledged certain of its machinery with an aggregate
carrying value of around HK$65,130,000 to secure banking
facilities.

Around 4,000 workers and staff are currently employed in
our Shan Wei factory and approximately 80 personnel in the
Group’s Hong Kong office. Total staff costs for the year were
approximately HK$123 million.

Other than trade bills of around HK$14 million discounted to
banks in the ordinary course of business, the Group had no
material contingent liabilities. Exposure to fluctuations in
exchange rates was minor and properly hedged, if any.

The directors recommend the payment of a final dividend for
the year ended 31 December 2003 of 12 HK cents per share
(2002: 7 HK cents) which, together with the interim dividend
of 7 HK cents per share (2002: 5 HK cents) paid in October,
2003, makes a total dividend for the year of 19 HK cents per
share (2002: 12 HK cents).

Subject to shareholders’ approval in the 2004 Annual General
Meeting, the final dividend will be payable on 19 May 2004
to the shareholders whose names appear on the register of
members of the Company on 30 April 2004.
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In the year under review, sales to the five largest customers
accounted for less than 30% of the total sales of the Group.
The five largest suppliers of the Group together accounted
for approximately 34% by value of the Group’s total purchases
during the year, with the largest one accounting for 13%.

As at 31 December 2003, none of the directors, their
associates, or any shareholders which to the knowledge of
the directors owned more than 5% of the Company’s share
capital had any beneficial interests in the Group’s five largest
customers and/or five largest suppliers mentioned in the
preceding paragraph.

The Group believes that the thriving mobile phone market
will continue to fuel future growth. IDC predicts that by 2004,
the mobile phone market will ship more handsets with colour
displays than with monochrome displays. In addition, the
prevailing design in new handset models with colour or
monochrome sub-displays, will stimulate demand for displays,
which will outpace shipments for mobile phones which are
expected to reach 170 million units in the PRC in 2004,
according to official reports. Furthermore, colour display
applications are also extending into other consumer electronic
products such as MP3 players and into the automobile industry.
The Group is considering to add a new CSTN panel production
line within the year to cater for this compelling demand. As
the Group has already established a highly efficient CSTN
production line, this experience will reduce the related further
investment to a minimum.

As the OLED technology advances, the Group expects
increasing OLED applications for mobile phones and digital
cameras in the coming years. Projected sales for the OLED
business are therefore expected to be around HK$100 million
for 2004 and bring in contribution by 2005. Development of
Area-colour OLED display products have already been
completed and these products are about to be marketed in
the second quarter of the year.
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The giant leap in market performance in the PRC market has
established strong foundations for the Group’s expansion into
other regions such as Europe and the US. Leveraging the
Group’'s established production facilities and technology
knowhow in a wide range of display technologies, it will also
extend its sales and marketing efforts to broaden the customer
base and accelerate business growth so as to keep the growth
momentum beyond 2006.

As the Group enters the first quarter of the new fiscal year, it
has experienced promising growth in view of the number of
orders on hand. Taking advantages of the continuously
booming PRC market and as new technologies and products
emerge, the Group faces an encouraging and positive outlook
for revenue and profits in the year ahead.

Biographical details of the directors of the Company and senior
management of the Group are set out as follows:

Mr. Lam Wai Wah, Steven, aged 51, is the Chairman and
Managing Director of the Company. He is the founder of the
Group and has over 27 years of experience in the electronics
industry. He is primarily responsible for the formulation of
the Group’s overall strategic planning and business
development.

Mr. Wong Pong Chun, James, aged 45, is an Executive
Director of the Company. He is responsible for the Group’s
operations and external affairs. He joined the Group in 1987.

Mr. Cheung Tat Sang, James, aged 48, is an Executive
Director of the Company. He is responsible for the sales of
the Group’s semiconductor products and components. Prior
to joining the Group in 1989, he was sales manager for a
number of electronics companies for over 10 years.
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Mr. Li Jian Hua, aged 40, is the Head of the Group's LCD
Production Division and was appointed as an Executive Director
of the Company during the year. Mr. Li graduated from the
Jilin University of Technology and Engineering Management
in 1987 and joined the group in 1989. Prior to joining the
Group, he worked in a multinational motor car manufacturer
in Guangzhou City, the PRC for almost two years.

Mr. Ip Cho-Ting, Spencer, aged 45, is an independent Non-
executive Director and a member of the Group’s Audit
Committee. He is the holder of a Bachelor of Science degree
from the University of Wisconsin, Green Bay, U.S.A. Mr. Ip
operates his own business in the industrial sector.

Mr. Heung Kai Sing, aged 55, is an independent Non-
executive Director and a member of the Group’s Audit
Committee. He has experience in textile industry.

Mr. Chung Kam Kwong, aged 46, is a Non-executive Director
of the Company and the Chairman of the Group’s Audit
Committee. He is a practising Certified Public Accountant in
Hong Kong, a fellow of the Hong Kong Society of
Accountants, a Certified Practising Accountant in Australia
and a council member of the Macau Society of Certified
Practising Accountants. Mr. Chung has extensive experience
in accounting and financial management and has been the
independent Non-executive Director, management consultant
and Company Secretary of a number of listed companies in
Hong Kong.

Mr. Cheung Chong Hai, aged 52. Mr. Cheung joined the
Group in 1987 and is the General Manager of Truly
Semiconductors (Europe) GmbH with main responsibility in
the marketing of the Group’s LCD products to customers in
Europe.
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Mr. Ng Sui Wa, Thomas, aged 41, is the Group’s Chief
Financial Officer and the Finance Director of Truly
Semiconductors Limited. He graduated from the University of
Hong Kong and is a fellow of the Association of Chartered
Certified Accountants. Mr. Ng joined the Group in 1996 and
has accumulated in aggregate more than 16 years' experience
for working in an international accounting firm and in the
commercial sector.

Lam Wai Wah, Steven
Chairman

Hong Kong, 31 March 2004
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