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Management Discussion and Analysis

BB W Mo

BUSINESS REVIEW

LCD sales for the year were about HK$4.4 billion (2004:
HK$3.1 billion), and comprised 96% of the Group’s turnover.
In 2005, 76% and 13% of the LCD outputs in dollar term were
shipped to China and South Korea respectively. Our
performance in these two markets were still outperforming
over those elsewhere as consistent with the first half year.
With GDP heavily relying on exports, these two world-class
manufacturing bases are regarded as TRULY’s stepping stone
for our products to be recognised in the international market.

Despite a negative sentiment being widely spread in the mobile
handset market in which the Group’s LCD products have a
leverage, we have during the year achieved an overall
encouraging gross and net profit margins of 23.8% and 15.3%
respectively. In addition to a traditionally tight overheads
budget and the effective cost control, the better than expected
profit margins were in fact a result of the real return from our
investment in automated production plants and the continuous
improvement in productivity such as outputs and yields.

Vertical integration in production of our LCD modules has been
one of our business successes for some time. During the
year, the mass productions of flexible and conventional printed
circuit boards and camera modules in our own factories had
significantly reduced the purchase cost of making the final
LCD products. Together with the increased production
capability of the second CSTN line, we are ready to meet new
business opportunity.

SEGMENTAL INFORMATION
By geographical segments:
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Turnover by
geographical segments

Bt ES BRI S 2 E ¥R
2005 2004
—ETRF ZETPF
HK$’000 HK$'000
FET FHET
PRC F 3,433,919 2,265,565
South Korea [l 587,569 443,167
Japan HZx 175,194 241,350
Hong Kong B8 147,980 135,207
Europe BOM 119,132 113,778
Others Hith 110,285 207,925
4,574,079 3,406,992
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By business segments: REBHEE S

2005 —EEHE
Electronic
LCD consumer
products products
REBE EFHE Consolidated
BT EM EfR we
HK$’000 HK$’000 HK$’000
FET FBT FET
REVENUE &
External sales SN 4,389,588 184,491 4,574,079
RESULT ES
Segment result V2 E 838,578 23,725 862,303
Interest income FEUTA 14,536
Unallocated corporate expenses Aoz EER (1,092)
Impairment loss on AP ERE ZRE
available-for-sale investment fE518 (7,800) - (7,800)
Impairment loss on property, Y -BEKEEZ
plant and equipment RIEE1E - (6,377) (6,377)
Finance costs M%ER (19,683)
Share of results of an associate FEME—REEE N R ¥EE - (382) (382)
Profit before taxation FRBE A= A 841,505
2004 —ETF
Electronic
LCD consumer
products products
B e ETHE  Consolidated
FREREm Em RE
HK$’000 HK$’000 HK$'000
FHET FHET FHET
(Restated)
(E27))
REVENUE Wz
External sales SN 3,138,393 268,599 3,406,992
RESULT S
Segment result AR E 618,989 2,625 621,614
Interest income FLBWA 1,477
Unallocated corporate expenses Aoz EIER (1,075)
Finance costs B8 A (14,201)
Share of results of an associate IR —REEE AR EE - 113 113
Profit before taxation R 5 B ) 607,928

Annual Report 2005 3§ O 7



08

Management Discussion and Analysis IR E 5 R D47

INVESTMENT, ASSETS AND LIABILITIES

During the year, the Group acquired plant and machinery
amounting to HK$379 million and properties under
development amounting to HK$34 million for the purpose of
expanding its manufacturing capacity in the China factory
campus.

Total assets were increased by approximately 42% to
HK$3,428 million which comprised HK$2,157 million of
current assets, HK$1,091 million of property, plant and
equipment and HK$180 million of other long-term assets. Total
liabilities were about HK$1,490 million, of which HK$1,202
million were current liabilities and HK$288 million were long
term liabilities. The current ratio was maintained at a healthy
level of 1.8.

LIQUIDITY AND FINANCIAL RESOURCES
Turnover and net profit for the year were increased by 34%
and 33% respectively. Earnings per share were accordingly
enhanced by approximately 31%.

As at 31 December 2005, the surplus cash and bank balances,
net of outstanding bank and other borrowings were about
HK$417 million (2004: HK$53 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 even better than last
year and ready for future capital expansion while keeping a
sufficiently high level of cash and bank balances (HK$848
million at 31 December 2005) together with adequate
unutilised banking facilities. The gearing ratio based on total
liabilities, net of cash and bank balances was approximately
33%.

Capital expenditure of around HK$2 billion 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.

Truly International Holdings Limited S RIEIBR AR AR

RrRE-EENEE

REERN £EABEFENBEREEE 2 Ef
NEAEI.TIEB T2 BE RS UK aE
0.34 BB BR R

WRE FFHMA2%E34. 288 & FitE
21 57 8B ITTRBEE - 10.91EB T -E K
RENL.SOEETHERHEE - HEABHNA
14.90(E8 T P eE12.02B8 T RSB ER
2.88EBTRABE R REFELSZ 2R
Ko

REEERIBER
FN BERERAF DR EF34%%33%
AR EFIBE 2 B IN4I31% ©

ES)lg=2

R-ZETRAF+-A=+—B FRERRITE
(%Dﬂfﬂi BEZIRITRETIES) H A4 171*:,%75
(ZZZE:0.53BETT) A SEEZFIRTIR
BRI B R MET EiEF s 7w i
Ei)

REBZUBRABEFE AR HEREES
ERABAZREMBITHET (R_TZRF+ A
=+—HA8.48EE L) ' KB MAREMAIRTT
HERE RARNARRZENER IHE -AABE
L RIFREE (KNBRIES RIRTTET) stEN A
33%°

RR=F BEL20EE T2 ERZHE BIEE
EME HENHRE HWECEREENRETTLY A
HIE S RRE BoRE NP RHE-



GENERAL

During the year, the Company issued 6,475,000 ordinary
shares of HK$0.1 each under share option scheme at
HK$2.196 per share, for a consideration of HK$14,219,100.
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$45,816,453 at 31 December
2005.

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

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$435 million and HK$15
million during the year. As at 31 December 2005, the Group
had pledged certain of its machinery with an aggregate carrying
value of approximately HK$47 million to secure banking
facilities granted to the Company’s subsidiaries.

More than 6,800 workers and staff are currently employed in
our Shan Wei factory in China and around 80 personnel in the
Group’s Hong Kong office. Total staff costs for the year were
approximately HK$196 million.

The Group had no material contingent liabilities at the balance
sheet date and exposure to fluctuations in exchange rates
was minor and properly hedged, if any.

OUTLOOK

Our business expansion over the past few years was based
on solid grounds of making the right investments in production
facilities, selecting the right products to develop and sell and
targeting the right market to penetrate. We will continue to
fine-tune the execution of these policies to keep the Group
growing in the right direction. As a matter of self-monitoring,
more and more internal controls will be and are being deployed
to regulate this growing process. After the successful launch
of the MRPII system in material requisition and production
planning in around May 2004 which resulted in rapid decline
in inventory turnover period from over 100 days to around 50
days, a new ERP system is now being tested which will further
enhance the production efficiency of the Group.
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OUTLOOK (continued)

As an industrialist with more emphasis on production and
R&D, we have also put much efforts in our marketing force. In
order to strengthen our direct business relationships with
multinational customers, we had during the year re-organised
our various overseas marketing offices including the Europe,
USA and Japan subsidiaries. The successful implementation
of the said re-structuring will no doubt be advantageous to
our healthy growth in geographical segments and diversify
the associated credit risk.

2006 and the following couple of years will witness the Group’s
another dramatic change in technological breakthrough.
Through years of product development and feasibility study,
we are now in the process of finalising the investments of a
mass production plant in TFT panel or OLED (“Organic Light
Emitting Diode”) displays. The plan established so far is based
on a principally self-financed model. We are fully confident of
achieving the goal in the near future and thereafter our
customers can enjoy the benefit of an even more cost effective
total colour display solution under TRULY’s brand name.

DIVIDENDS

The directors recommend the payment of a final dividend for
the year ended 31 December 2005 of 25 HK cents per share
(2004: 23 HK cents) which, together with the interim dividend
of 23 HK cents per share (2004: 17 HK cents) paid in October,
2005, makes a total dividend for the year of 48 HK cents per
share (2004: 40 HK cents).

The total dividend payout ratio for the year was about 31%
and it is the Board’s long-term target to keep this ratio in
between 30% and 35%.

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 2005, 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.
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RIS (%)

EREELEMMBEZTER BTt HEED
SR AEERMEERE P 2 28R EBHE
B BIARFAEEZREI MG HEENRER &
EEOM B R AR ZHBAT IET LI E
AEEZBEN TR EZRIER YA D
AURRIEERR -

TRFRAREFERENEBERMR
75@273 iﬁﬁi“o%ﬂy¢2§uuﬁfﬁ€*&—fﬁ
MR TR BAPTER IE B AURTE 3R B TFTE AR =k
OLED ([ BHEE I RF R 1] ) BURSRARE
EEMEZ HEER AT IETIERS
é“%-lfﬁﬁ.#il HPHREE L AR AR HES B
T HEE BPEPAAZERN EFRE TEA
AR 2 M6 BRAS TR

iR E
EFRHERBE_TTRF T _A=+—ALEF
FRTER25EL (= BB ME: 23744l ) 2K

BB EHEEAf77£¢+ﬂJE’<HZEPHHH§EEl
fR238(l (CEEME ATEN) FE AFE2
i B @ AERASHEI (=TT mfﬁ 407B1) -

FRZBIRELLELAE31%
8RB IZA30%E35% 2 Ee

EFRETE o RIIK

EFERHAER

RREF P [EAR ST 2 S R ATA R
ZEEEA AL BB EEERBEETR
30%¢

RIZEZRF+-_A=+—H HMEEE RS2

GEASRBEEMAEAARRCETRABER
5% BRRNAIER T A EBEEAES R, HAK
HERT S TR Eaikae



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 53, is the Chairman and
Managing Director of the Company. He is the founder of the
Group and has over 29 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 47, 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 50, 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 was sales manager for a number
of electronics companies for over 10 years.

Mr. Li Jian Hua, aged 42, 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 48, 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 47, 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 operates his own business
in the commercial sector.
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DIRECTORS AND SENIOR MANAGEMENT

(Continued)

Mr. Heung Kai Sing, aged 57, is an independent Non-executive
Director and members of the Group’s Audit, Remuneration
and Nomination Committees. He has experience in textile
industry.

Mr. Cheung Chong Hai, aged 54. 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.

Mr. Ng Sui Wa, Thomas, aged 43, 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 more
than 18 years of experiences for working in an international
accounting firm and in the commercial and industrial sectors.

Lam Wai Wah, Steven
Chairman

Hong Kong, 23 March 2006
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