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BUSINESS REVIEW

In 2006, the sales of the Group's core business, LCD's
have maintained its expansion pace for the first three
quarter period. It was however the first time in a number
of years that the fourth quarter (2006} was under-
performed over the same quarter last year (2005). The
sales mix in that period was also not favourable in the
sense that the TFT assembly business (in fact of a lower
profit margin) was in the absolute majority. Together with
the previously mentioned R&D expenditure and related
costs in connection with the new TFT-LCD project, the
fourth quarter results were extremely undesirable. We
believe these one-off events based on prudence’s
grounds are not going to happen in 2007 and the years to
come.

The effects of persistently high energy price, increased
labour cost and production overheads had adversely
affected the pricing strategy and budgetary controls of
industrialists especially manufacturers in China where
economic growth is tremendous. It is always the Group’s
long-range plan to invest in research and product
development to have less reliance on labour. The uses of
the state of the art technology and production machinery
have in effect enhanced productivity and production
yields by minimising the defects caused by human errors
and poor workmanships.

With the anticipated continuous appreciation of Renminbi
("RMB") in the foreseeable future, the Group, having its
manufacturing base in China and certain proportion of its
sales to the PRC domestic market, is facing another
challenge in respect of the currency risk. One of the
Group’s PRC subsidiaries is entitled to obtain tax refunds
from the Chinese Tax Authority by the retention of a
significant portion of its retained profits in China as
additional investments, but the resulting imbalance of
inter-company transactions have resulted in the
provision of an exchange difference charged to the profit
and loss account with a corresponding increase in
exchange reserve credited to the shareholders’ equity.
The management has made some hedging
arrangements solely to reduce this foreign currency
exposure for the day-to-day RMB transactions and for
the longer term as well.
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SEGMENTAL INFORMATION NEEH
By geographical segments RihE S EHE
Revenue by
geographical segments
HES KA
2006 2005
—EERE —ZTTRF
HK$’000 HK$'000
FET FHET
PRC s 3,620,501 3,433,919
South Korea [EZEE 226,908 587,569
Japan SN 125,054 175,194
Hong Kong B 212,317 147,980
Europe B 206,404 119,132
Others Ef 132,642 110,285
4,523,826 4,574,079
By business segments REBLESE S
2006 ZEERE
LCD Electronic
products consumer
R products Consolidated
BRBER EFHEER =E
HK$’000 HK$°000 HK$’000
FET FExT FET
REVENUE Wz
External sales HNGH 4,403,989 119,837 4,523,826
RESULT B
Segment result DREE 634,489 2,138 636,627
Unallocated corporate RABLZ AFMA
income 62,089
Unallocated corporate RO ATER
expenses (11,433)
Share of loss of an associate  JE{E—KEE QA& - (334) (334)
Finance costs HBER (35,766)
Profit before taxation B Bl A 651,183
Income tax expense FR{SHisZ i) (119,137)
Profit for the year REZm 532,046
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2005 —ZETRF
LCD Electronic
products consumer
REaEE products Consolidated
BURSREM BFHEBEEMD FE
HK$ 000 HK$'000 HK$'000
FET FAT FAT
REVENUE &
External sales SNEH 4,389,588 184,491 4,574,079
RESULT ES
Segment result DEREE 836,975 23,725 860,700
Unallocated corporate ROz AFA
income 16,139
Unallocated corporate ROz ATER
expenses (1,092)
Impairment loss on AHHEREZ
available-for-sale RIEEE
investments (7,800) - (7,800)
Impairment loss on property, 13 HE KE#E 2
plant and equipment WIEEE - (6,377) (6,377)
Share of loss of an associate  JE{E— K& A Al 1E - (382] (382
Finance costs BB A (19,683)
Profit before taxation R AL AT 841,505
Income tax expense FriSfisz (139,457)
Profit for the year REZ 702,048
INVESTMENT, ASSETS AND LIABILITIES BRE-EERARE

During the year, the Group acquired plant and machinery
amounting to HK$156 million and properties under
development amounting to HK$232 million for the
purpose of expanding its manufacturing capacity in the
China factory campus.

Total assets were increased by approximately 19% to
HK$4,095 million which comprised HK$2,139 million of
current assets, HK$1,404 million of property, plant and
equipment and HK$552 million of other long-term
assets. Total liabilities were about HK$1,729 million, of
which HK$1,482 million were current liabilities and
HK$247 million were long term liabilities. The current
ratio was maintained at a healthy level of 1.4.
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LIQUIDITY AND FINANCIAL RESOURCES
Turnover for the year were decreased by 1%. Net profit
for the year and earnings per share were decreased by
24% and 25% respectively.

As at 31 December 2006, the surplus cash and bank
balances, net of outstanding bank borrowings were about
HK$244 million (2005: HK$417 million). These
borrowings bear interest at prevailing market rate and
their maturity profiles are shown in the notes to the
financial statements.

The financial position of the Group is healthy and ready
for future capital expansion while keeping a sufficiently
high level of cash and bank balances (HK$1.02 billion at
31 December 2006) together with adequate unutilised
banking facilities. The gearing ratio based on total
liabilities, net of cash and bank balances was
approximately 30%.

Capital expenditure of around HK$600 million for the
next three years in respect of acquisitions of property,
plant and equipment was authorized but not contracted
for. Their expected sources of funding will be principally
from internal reserves.

GENERAL

During the year, the Company issued 10,132,000 ordinary
shares of HK$0.1 each under share option scheme at
HK$2.196 per share, for a consideration of
HK$22,249,872. The new shares rank pari passu with the
existing shares in all respects and the issued share
capital of the Company was accordingly increased to
HK$46,829,653 at 31 December 2006.

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

Except for investments in subsidiaries, an associate and
the long term investment of a Japanese corporation
acquired during the year amounting to HK$10,500,000,
neither the Group nor the Company had held any other
material investments during the year.

Additions to fixed assets mainly in properties under
development and plant and machinery were
approximately HK$460 million. There were no material
disposals of fixed assets during the year. As at 31
December 2006, the Group had no pledge or mortgage
on its fixed assets.
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More than 8,000 workers and staff are currently
employed in our Shan Wei factory in China and around 90
personnel in the Group’s Hong Kong office. Total staff
costs for the year were approximately HK$242 million.

The Group had no material contingent liabilities at the
balance sheet date and exposure to fluctuations in
exchange rates will be hedged, when needed.

OUTLOOK

Starting from 2007, apart from our dominant position in
the China display market, we will be also seeing a
notable recovery of the Group’s sales to other
geographical segments including Europe, South Korea
and Japan. These markets were used to be our key
customer bases of businesses with promising profit
margins and huge turnover growth potential. Provided
that these customers are supplied with the right
products to their respective markets, delivered just-in-
time and to the right places to reduce costs and at
mutually competitive prices, these important markets
will be our growth engine especially in TFT applications
at least up to the next decade.

The implementation of our own TFT panel production line
which we had mentioned previously was not to compete
with the world's TFT mammoths. Instead it was planned
in the very first place to form the front and integral part
of the vertical integration chain for the final TFT module
products. Two of our typically successful vertical
integrations are namely the self produced compact
camera modules ("CCM") and printed circuit boards
(both conventional ("PCB") and flexible ("FPC") types). We
will be using the same valuable experiences to explore
the possibility of enlarging the existing touch panel
production line to double or even triple its capacity. With
all these facilities in position and of optimal productivity
in the foreseeable future, we will expect another great
success to come in Truly’'s history.
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DIVIDENDS

The directors recommend the payment of a final dividend
for the year ended 31 December 2006 of 25 HK cents per
share (2005: 25 HK cents] to shareholders whose names
appear on the Register of Members on 27 April 2007. It is
expected that the final dividend payments will be made to
shareholders on 16 May 2007. The final dividend together
with the interim dividend of 23 HK cents per share (2005:
23 HK cents) paid in October, 2006, makes a total
dividend for the year of 48 HK cents per share (2005: 48
HK cents).

The total dividend payout ratio for the year was about
42%.

CUSTOMERS AND SUPPLIERS

In the year under review, sales to the five largest
customers and purchases from the five largest suppliers
accounted for less than 30% of the total sales and
purchases of the Group respectively.

As at 31 December 2006, none of the directors, their
associates, or any shareholders which to the knowledge
of the directors owned more than 5% of the Company’s
issued share capital had any beneficial interests in the
Group's five largest customers and/or five largest
suppliers mentioned in the preceding paragraph.

DIRECTORS AND SENIOR MANAGEMENT

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 54, is the Chairman and
Managing Director of the Company. He is the founder of
the Group and has over 30 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 48, is an Executive
Director of the Company and the Chief Operating Officer
of the Group. He is responsible for the Group's
operations in respect of internal controls and risk
management, investors’ relationship and external affairs.
He joined the Group in 1987.
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Mr. Cheung Tat Sang, James, aged 51, is an Executive
Director of the Company. He is responsible for the sales
of the Group’s LCD products and other semiconductor
components. Prior to joining the Group in 1989, he had
been the sales managers of a number of electronics
companies for over 10 years.

Mr. Li Jian Hua, aged 43, is the Head of the Group’s LCD
Production Division and an Executive Director of the
Company. 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. Chung Kam Kwong, aged 49, is an independent Non-
executive Director of the Company and the Chairman of
the Group’s Audit, Remuneration and Nomination
Committees. He is a practising Certified Public
Accountant in Hong Kong and is members of the Hong
Kong Institute of Certified Public Accountants and the
Australian Society of Certified Practising Accountants
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. Ip Cho Ting, Spencer, aged 48, is an independent
Non-executive Director and members of the Group’s
Audit, Remuneration and Nomination Committees. He is
the holder of a Bachelor of Science degree from the
University of Wisconsin, Green Bay, U.S.A. Mr. Ip is a
member of the Institute of Financial Planner of Hong
Kong and is the Senior Financial Advisor of a
professional insurance company in Hong Kong.

Mr. Heung Kai Sing, aged 58, is an independent Non-
executive Director and members of the Group's Audit,
Remuneration and Nomination Committees. He has
experience in textile industry.
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Mr. Ng Sui Wa, Thomas, aged 44, 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 member of the
Association of Chartered Certified Accountants. Mr. Ng
joined the Group in 1996 and has almost 20 years of
experiences for working in an international accounting
firm and in the commercial and industrial sectors.

By Order of the Board
Lam Wai Wah, Steven
Chairman

Hong Kong, 29 March 2007
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