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The Chairman’s Statement
FEHRESE

Dear shareholders,

2006 was a disappointing year for the Group's results.
Audited consolidated turnover for the year ended 31
December 2006 was HK$4.52 billion which was about 1%
less than the last corresponding year (HK$4.57 billion).
Audited net profit for the year was about HK$532 million
representing a decrease of approximately 24% over 2005
(HK$702 million). During the year ended 31 December
2006, gross and net profit margins were down to 19.9%
(2005: 23.8%) and 11.8% (2005: 15.3%) respectively.

Sales of the Group’s Liquid Crystal Display ("LCD")
products were approximately HK$4.4 billion, same as
last year. The three major categories were Thin-Film
Transitor ("TFT"), Colour Supertwisted Nematic ("CSTN")
and Mono STN LCD Displays which accounted for 50%,
29% and 17% respectively of the total LCD's turnover.
The exceptionally outperformed TFT sales during the
year not only had given us more and more business
opportunity in expanding our customer base, but also a
strong support for the future of our upcoming in-house
TFT panel production facilities. However, the Group
inevitably had to suffer from this temporary drop in gross
profit margins obtained from the enhanced TFT
assembling business in 2006. | trust this situation will be
significantly improved when we have our own panel
production line starting from mid-2007.

MAKING GOOD PROGRESS IN DIVERSIFYING
TO AUTOMOTIVE, INDUSTRIAL AND
EQUIPMENT MARKET

With more hands-on experiences in developing new
customers and products for automotive, industrial and
equipment applications, since 2004 the Group has been
making good progress in penetrating into these markets.
We are about to deploy some standing technical support
and engineering staff overseas such as the UK to help
boost the sales to Europe and the US. Together with the
strengthened marketing force in these areas, we have no
doubt about its huge and positive contributions to the
Group’s profitability and business performance in the
very near future.
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INCREASE OF MORE THAN HK$50 MILLION IN
R&D AND RELATED PRODUCTION
OVERHEADS FOR THE NEW TFT PRODUCTION
FACILITIES

As previously announced, the Group, through a turn-key
contractor, commenced the construction of a new TFT-
LCD project in the middle of 2006, which is expected to
have a final total cost in the region of HK$1.5 billion. The
overall progress of the project is on schedule, with the
construction of the factory building completed in October
2006 and equipment since being installed in stages. The
principal equipment is expected to arrive from overseas
in three shipments in March 2007 and it is currently
projected that pilot production will commence in June
2007.

The Company had included as expenses in its
consolidated financial statements for the year ended 31
December 2006 (1) the R&D expenses of approximately
HK$40 million directly incurred for the TFT-LCD project
and (2] the expenses of approximately HK$15 million
represented by certain raw materials and production
costs incurred in the R&D of the production know-how
for the project. Together they represent all of the R&D
expenses incurred in 2006 for the TFT-LCD project. With
the general increases of production overheads,
distribution costs, staff costs, administrative expenses
and finance costs during the year, both gross and net
profit margins were therefore reduced to a large extent
especially in the last two quarters.

PROSPECTS OF TRULY’S TFT BUSINESS

It is not expected that the Group will incur and write off
substantial R&D expenses in relation to the TFT-LCD
project in the future. The only substantial expense item
related to this project which will be charged to the
Group’s financial statements for periods commencing
with the second half of the year ending 31 December
2007 is expected to be the recurring depreciation charge
for the equipment at 15% per annum on a reducing
balance basis, which is consistent with the general
depreciation policy adopted by the Group for its
production equipment.

With the strong order books on hand, we are confident of
maintaining a satisfactory growth momentum in the
short and medium terms. We believe the pressure on
both the gross and net profit margins will be gradually
reduced in the long run.
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TRULY KEEPS INVESTING IN HUMAN
RESOURCES

Being a major reason for the drop of the Group’s
profitability in 2006 and a crucial element for our
continued future growth, investment in competent staff
will still be our key focus in 2007 and the years ahead.
However, to cope with the ever-changing business
environment and to make good and effective use of the
Group's financial resources, the Board has assigned an
executive director as the Chief Operating Officer to
oversee the internal controls and risk management of all
the vital functions of the Group. This measure will also
ensure the change of our workforces and hence the
resulting staff cost is commensurate with the business
growth.

Last but not least, | would like to thank our shareholders,

business partners, staff and workers for their continuous
support to the growth of the Group.

Lam Wai Wah, Steven
Chairman

Hong Kong, 29 March 2007
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