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Notice of Annual General Mesting

NOTICE IS HEREBY GIVEN that the Annual General Meeting of the Company will be held at Chater
Room |, Function Room Level (B1), The Ritz-Carlton, 3 Connaught Road Central, Hong Kong on
Wednesday, 21 May 2003 at 3:00 p.m. for the following purposes:

1. To receive and consider the Financial Statements and the Reports of the Directors and the
Auditors for the year ended 31 December 2002.

2. To declare a final dividend for the year ended 31 December 2002.

3. To elect Directors and to authorise the Board of Directors to fix their remuneration.

4.  To appoint Auditors and to authorise the Board of Directors to fix their remuneration.

As special business:

5. To consider and, if thought fit, pass the following resolutions as Ordinary Resolutions:

A.

B.

“THAT:

(a)

subject to paragraph (b) below, the exercise by the Directors of the Company during the
Relevant Period (as hereinafter defined) of all the powers of the Company to purchase
shares in the capital of the Company be and is hereby generally and unconditionally
approved;

the aggregate nominal amount of shares which may be purchased by the Directors of
the Company pursuant to the approval in paragraph (a) above shall not exceed 10
percent of the aggregate nominal amount of the share capital of the Company in issue
as at the date of the passing of this Resolution and the said approval shall be limited
accordingly; and

for the purpose of this Resolution “Relevant Period” means the period from the passing
of this Resolution until whichever is the earlier of:

(i) the conclusion of the next Annual General Meeting of the Company;

(i)  the expiration of the period within which the next Annual General Meeting of the
Company is required by law to be held; and

(iii) the revocation or variation of the authority given under this Resolution by
ordinary resolution of the Company in general meeting.”

“THAT:

(a)

subject to paragraph (c) below, the exercise by the Directors of the Company during the
Relevant Period (as hereinafter defined) of all the powers of the Company to allot, issue
and deal with additional shares in the capital of the Company, and to make or grant
offers, agreements and options which might require the exercise of such power, be and
is hereby generally and unconditionally approved;
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Notice of Annuval General Meeting

the approval in paragraph (a) above shall authorise the Directors of the Company
during the Relevant Period to make or grant offers, agreements and options which

might require the exercise of such power after the end of the Relevant Period;

the aggregate nominal amount of shares allotted or agreed conditionally or
unconditionally to be allotted (whether pursuant to an option or otherwise) by the
Directors of the Company pursuant to the approval in paragraph (a) above, otherwise
than pursuant to (i) a Rights Issue (as hereinafter defined), (ii) the exercise of any
option granted under any option scheme or similar arrangement for the time being
adopted for the grant or issue to employees of the Company and/or any of its
subsidiaries of options to subscribe for, or rights to acquire, shares of the Company, or
(iii) the exercise of rights of subscription or conversion under the terms of any warrants
issued by the Company, or any other securities which are convertible into shares of the
Company, and from time to time outstanding, shall not exceed 20 percent of the
aggregate nominal amount of the share capital of the Company in issue as at the date
of the passing of this Resolution, and the said approval shail be limited accordingly;

and

for the purpose of this Resolution:

“Relevant Period” means the period from the passing of this Resolution until whichever

is the earlier of:
(iy  the conclusion of the next Annual General Meeting of the Company;

(i) the expiration of the period within which the next Annual General Meeting of the

Company is required by law to be held; and

(iii) the revocation or variation of the authority given under this Resolution by

ordinary resolution of the Company in general meeting; and

“Rights Issue” means an offer of shares or other securities open for a period fixed by
the Directors of the Company to holders of shares on the Register of Members of the
Company on a fixed record date in proportion to their then holdings of such shares
(subject to such exclusion or other arrangements as the Directors of the Company may
deem necessary or expedient in relation to fractional entitlements or having regard to
any restrictions or obligations under the laws or the requirements of any recognised

regulatory body or any stock exchange in any territory outside Hong Kong).”

C. “THAT the general mandate granted to the Directors of the Company to exercise the powers
of the Company to allot, issue and deal with additional shares in the capital of the Company
be and is hereby extended by adding to the aggregate nominal amount of shares which may
be allotted or agreed conditionally or unconditionally to be allotted pursuant to such general
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mandate the aggregate nominal amount of shares in the capital of the Company purchased
by the Company pursuant to the exercise by the Directors of the Company of the powers of
the Company to purchase such shares (provided that such amount shall not exceed 10
percent of the aggregate nominal amount of the share capital of the Company in issue as at
the date of the passing of this Resolution).”

By Order of the Board

Ng Sui Wa, Thomas

Company Secretary

Hong Kong, 23 April 2003

Notes:

(1)

(3)

The Register of Members of the Company will be closed from 14 May 2003 to 20 May 2003, both
days inclusive, during which period no transfers of shares will be registered.

A member entitled to attend and vote at the above Meeting is entitled to appoint one or more
proxies to attend and vote instead of him. A proxy need not be a member of the Company.

In order to be valid, the instrument appointing a proxy and the power of attorney or other
authority, if any, under which it is signed, or a notarially certified copy of that power of attorney or
other authority, must be lodged at the Company’s principal office in Hong Kong at 2nd Floor,
Chung Shun Knitting Centre, 1-3 Wing Yip Street, Kwai Chung, New Territories, Hong Kong not

less than 48 hours before the time fixed for holding the Meeting or any adjournment thereof.

Concerning the ordinary resolutions set out in paragraphs 5B and 5C of the above notice, the
approval is being sought from members as a general mandate in compliance with the Rules
Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited. The Directors of
the Company have no immediate plans to issue any new shares of the Company.

Concerning the resolutions set out in paragraphs 5A, 5B and 5C of the above notice, an
explanatory statement containing information regarding such resolutions will be sent to

shareholders with the Company’s 2002 Annual Report.
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The Chairman’s Statement -

| am pleased to report to our shareholders that the Group has successfully achieved its earlier
commitments on both turnover and profitability in the record year of 2002. Turnover for the year ended
31 December 2002 was HK$857 million (2001: HK$682 million), up by 26%. Profit for the year was
increased by 63% to HK$98 million (2001: HK$60 million). The further diversification of the Group’s
liquid crystal display (“LCD") business in the 3-dimensional basis (namely marketing, production and
product development} has contributed to the above-target achievement of the overall performance of

the Group.

LCD operation alone recorded a turnover growth of more than 35% to HK$737 million (2001: HK$544
million). Apart from making every effort in increasing our products’ market share by the sales personnel
and enhancing the productivity via the factory workforce, our veteran and energetic engineering team
has proven themselves to be a good working partner with clients’ support staff to tackle all sorts of
technicality and designing new display solutions. Typical examples include the recently developed
organic light emitting displays (“OLED"} and other similar interactive multimedia displays such as
colour supertwisted nematic (“STN") LCD, thin-film transistor (“TFT") display modules, etc.

The streamlining of the Group’s electronic consumer product business was finally completed as at the
year end date. There will be no more material write-offs on both product development cost and
obsolete inventory. | am confident that with more prudence in product development strategy, this

division will have added value to the Group’s core LCD operation.

MANAGEMENT DISCUSSION AND ANALYSIS
Business Review
Ligquid Crystal Display

Sales for the year were HK$737 million, which comprised 86% of the Group’s turnover. The LCD sales

were again a record and the increasing trend has been sustained for seven consecutive years.

The exceptionally brilliant performance of the Group’s LCD business in 2002 was a result of our
dedicated efforts put in developing new customers and more projects in the past couple of years
especially in 2000 and 2001. With the full commercial production of the third LCD production line, the
factory-in-charge is free to allocate the production orders from customers of varying requirements to
the three production facilities to achieve the optimal production efficiency, manufacturing cost cut
down and thus maximal gross profit margin. It is TRULY’'s philosophy to look for different ways to
enhance the productivity and that is the reason why we have this record year results for both turnover
and profit as well as for the coming year’s projected double digit growth.

Electronic Consumer Products

Sales were slightly decreased by around 13% to HK$120 million, which comprised 14% of the Group’s

turnover.

The operations of this division have been bottomed out through years of business consolidation and

are expected to grow on this solid ground.
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The Chairman’s Statement -

Segmental information

By geographical segments:

2002 2001
Turnover Turnover
HK$'000 HK$'000
The People’s Republic of China 213,817 170,172
Hong Kong 115,248 120,750
South Korea 206,426 84,349
Japan 143,657 96,349
Europe 72,370 125,376
Others (Note 1) 104,868 85,090
857,086 682,086
By business segments:
Segment Segment
Turnover result | Turnover result

HK$'000 HK$'000 HK$°000 HK$'000

Liquid crystal display products 737,257 133,694 544,526 75,710
Electronic consumer products (Note 2) 119,829 {13,011) 137,560 4,193
857,086 120,683 682,086 79,903
Interest income from bank deposits 1,289 2,085
Unallocated other revenue 14 13
Unallocated corporate expenses (689) {1,105)
Profit from operations 121,287 80,896
Notes:
1. 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.

2. The operating loss in electronic consumer products segment was mainly a result of loss on write-off of deferred development

expenditure (HK$7.7 miilion) and provision of obsolete inventory {approximately HKS$4 million).

Liquidity and Financial Resources
Turnover and profit for the year were increased by 26% and 63% respectively. Earnings per share were
accordingly enhanced by approximately 60%.
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The Chairman’s Statement

Total assets were slightly increased by approximately 9% to HK$1,253 million which comprised HK$544
million of current assets, HK$701 million of fixed assets and HK$8 million of deferred expenditure and
other long-term assets. Total liabilities were about HK$371 million, of which HK$307 million were
current liabilities and HK$64 million were long term liabilities. The current ratio was maintained at a
level of 1.77.

As at 31 December 2002, the total outstanding bank and other borrowings, net of cash and bank
balances were about HK$47 million (2001: HK$147 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$197 million) together with adequate unutilised
banking facilities. The gearing ratio based on bank and other borrowings, net of cash and bank balances

was approximately 5%.

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.

General
There was no change to the capital structure of the Group during the year ended 31 December 2002,

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

Except for investments in subsidiaries and an associate, neither the Group nor the Company had held

any material investments during the year.

Additions to fixed assets mainly in plant and machinery were approximately HK$65 million and there
were HK$2 million (at net book values) in disposals of fixed assets during the year. As at 31 December
2002, the Group had pledged certain of its leasehold properties and other assets with an aggregate

carrying value of around HK$8 million to secure banking facilities.

Around 3,000 workers and staff are currently employed in our Shan Wei factory and approximately 60
personnel in the Group’s Hong Kong office. Total staff costs for the year were approximately HK$97

million.

Other than trade bills of around HK$1 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.

Truly International Holdings Limited 8 2002 Annual Report



The Chairman’s Statement

DIVIDENDS

The directors recommend the payment of a final dividend for the year ended 31 December 2002 of 7 HK
cents per share (2001: 4 HK cents) which, together with the interim dividend of 5 HK cents per share
(2001: 4 HK cents) paid in October 2002, makes a total dividend for the year of 12 HK cents per share
(2001: 8 HK cents).

Subject to shareholders’ approval in the 2003 Annual General Meeting, the final dividend will be
payable on 29 May 2003 to the shareholders whose names appear on the register of members of the
Company on 20 May 2003.

CUSTOMERS AND SUPPLIERS

In the year under review, sales to the five largest customers accounted for approximately 31% of the
total sales of the Group with the largest one accounting for 11%. The five largest suppliers of the Group
together accounted for approximately 36% by value of the Group’s total purchases during the year, with

the fargest one accounting for 10%.

As at 31 December 2002, none of the directors, their associates, or any shareholders which to the
knowledge of thé 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.

QUTLOOK

There is still room for expansion for the Group’s LCD business in 2003. The first quarter sales for the
Group were around 80% more than the last corresponding period in 2002. Continucusly strong business
growth was a result of our on-going upgrade in production technique and quality control system,
including both Six Sigma and TS16949 (accredited in February 2003 by the authoritative body, Lioyd’s
Register Quality Assurance) so that our products can penetrate into new and high growth markets such
as the automobile display industry.

Full colour and multimedia displays are seen to be the movie star of this decade in display segment.
Our next goal is to become one of the region’s major players capable of supplying to demands of
different classes of customers to satisfy requirements for all walks of life. Our long developed coiour
STN LCD products have been fully tested by the ultimate consumers to their great satisfaction and bulk
orders have been received from our existing buyers for applications in particular of trendy colour
display mobile phones, digital cameras, etc.

By the end of the first half year of 2003, the Group will see the birth of a new born baby in its large and
well equipped industrial complex. It is known to be the first OLED production facility in China, on which
TRULY will continue to establish a concrete base to explore new markets. With comparatively fower
cost of capital investment and tested higher performance over display media of similar applications,
OLED is believed to repeat the same legends of its family member, namely TFT Displays {(widely used in
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Computer Monitor and Television Set}). By entering into an OLED licensee agreement with the licence
holder in the coming months, we expect this operation will benefit the Group’s LCD business in 2004

and thereafter.

With the breakthroughs in power consumption technology in TFT applications and the on-going
development of the third generation (“3G") telecommunication system, TFT displays will remain a
commercially viable and profitable business in the foreseeable future. The Group is in final talk with
some multinational TFT panel manufacturers to supply primary finished components. Together with
TRULY's outperformed production facilities, we are in a good position to provide total display solutions

to these customers.

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 50, is the Chairman and Managing Director of the Company. He is the
founder of the Group and has over 26 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 44, 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 47, 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.

Mr. Ip Cho-Ting, Spencer, aged 44, 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 54, 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 45, 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 51. 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, Themas, aged 40, 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 15 years’ experience for working in an international accounting firm and in the

commercial sector.

Mr. Li Jian Hua, aged 39, is the Head of the Group’s LCD Production Division and an Executive Director
of Truly Semiconductors Limited. Mr. Li graduated from the Jilin University of Technology and
Engineering Management in 1987 and joined the group in 1988. Prior to joining the Group, he worked in

a multinational motor car manufacturer in Guangzhou City, the PRC for almost two years.

Lam Wai Wah, Steven

Chairman

Hong Kong, 11 April 2003
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Directors’ Report

The directors present their annual report and the audited financial statements for the year ended 31
December 2002.

PRINCIPAL ACTIVITIES
The Company acts as an investment holding company. Its subsidiaries are principally engaged in the
manufacture and sale of liquid crystal display products and electronic consumer products including

calculators, pagers, MP3 players and electronic components.

RESULTS AND APPROPRIATION
The results of the Group for the year ended 31 December 2002 are set out in the consolidated income

statement on page 17.

An interim dividend of 5 HK cents per share, amounting to approximately HK$22,213,000, was paid to
the shareholders of the Company in October 2002.

The directors now recommend the payment of a final dividend of 7 HK cents per share to the
shareholders of the Company whose names appear on the register of members on 20 May 2003,
amounting to approximately HK$31,098,000, and the retention of the remaining profit for the year.

SHARE CAPITAL
Details of movements during the year in the share capital of the Company are set out in note 24 to the

financial statements.

RESERVES
Details of movements in the reserves of the Group and the Company during the year are set out in the
consolidated statement of changes in equity on page 20 and note 25 to the financial statements

respectively.

Under the Companies Law (Revised) Chapter 22 of the Cayman Islands, the share premium of the
Company is available for paying distributions or dividends to shareholders subject to the provisions of
the Company’s Articles of Association and provided that immediately following the distribution of
dividend, the Company is able to pay its debts as they fall due in the ordinary course of business.

PROPERTY, PLANT AND EQUIPMENT

During the year, the Group acquired plant and machinery amounting to approximately HK$44,329,000
and properties under development amounting to approximately HK$15,396,000 for the purpose of
expanding its manufacturing capacity in Shan Wei City, Guangdong Province in the People’s Republic
of China.

Details of these and other movements in the property, plant and equipment of the Group during the

year are set out in note 13 to the financial statements.
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Directors’ Report -

DIRECTORS

The directors during the year and up to the date of this report are as follows:

Executive directors:

Lam Wai Wah, Steven
Wong Pong Chun, James
Cheung Tat Sang, James

Non-executive director:

Chung Kam Kwong

independent non-executive directors:
Ip Cho Ting, Spencer
Heung Kai Sing

In accordance with Articles 100 and 120 of the Company’s Articles of Association, Wong Pong Chun,

James and Cheung Tat Sang, James retire and, being eligible, offer themselves for re-election.

The non-executive director and independent non-executive directors are subject to retirement by
rotation in accordance with the above articles.

No director proposed for re-election at the forthcoming Annual General Meeting has a service contract
with the Company or its subsidiaries which is not determinable by the Group within one year without
payment of compensation (other than statutory compensation).

DIRECTORS’ INTERESTS IN CONTRACTS

No contracts of significance to which the Company or any of its subsidiaries was a party and in which a
director of the Company had a material interest, whether directly or indirectly, subsisted at the end of
the year or at any time during the year.

DIRECTORS’ INTERESTS IN SHARES

At 31 December 2002, the interests of the directors in the shares of the Company as recorded in the
register maintained by the Company pursuant to Section 29 of the Securities (Disciosure of Interests)
Ordinance (“SDI Ordinance”) were as follows:

Personal interests

Name of director Number of shares
Lam Wai Wah, Steven 211,238,000
Wong Pong Chun, James 12,000
Cheung Tat Sang, James 282,000
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Directors’ Report

Save as disclosed above and other than certain nominee shares in subsidiaries held by certain directors
in trust for the Company or its subsidiaries, at 31 December 2002, none of the directors or any of their
associates had any interests in the securities of the Company or any of its associated corporations as
defined in the SDI Ordinance.

SHARE OPTION SCHEME
The Company has a share option scheme under which the directors and employees of the Company and
any of its subsidiaries may be granted options to subscribe for shares in the Company. Particulars of the

Company’s share option scheme are set out in note 30 to the financial statements.

Details of the options granted to certain directors and employees to subscribe for share options in the

Company are as follows:

Number of options
outstanding at
beginning and at

Name end of year

Lam Wai Wah, Steven 6,900,000
Wong Pong Chun, James 6,900,000
Cheung Tat Sang, James . 6,900,000
20,700,000
Others 7,300,000
28,000,000

No share option was cancelled, lapsed or exercised by the directors and employees during the year.

ARRANGEMENT TO ACQUIRE SHARES OR DEBENTURES

Other than the share option scheme disclosed above, at no time during the year was the Company or
any of its subsidiaries a party to any arrangements to enable the directors of the Company to acquire
benefits by means of the acquisition of shares in, or debentures of, the Company or any other body
corporate, and none of the directors, nor their spouses or children under the age of 18, had any right to
subscribe for the securities of the Company at 31 December 2002, or had exercised any such right
during the year.

SUBSTANTIAL SHAREHOLDERS

At 31 December 2002, the register of substantial shareholders maintained by the Company pursuant to
Section 16(1) of the SDI Ordinance showed that, other than the directors’ interests in shares disclosed
above, the Company has not been notified of any interests representing 10% or more of the issued

share capital of the Company.
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PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company’s bye-iaws, or the laws of Cayman
Islands, which would oblige the Company to offer new shares on a pro-rata basis to existing
shareholders.

PURCHASES, SALES OR REDEMPTICON OF LISTED SECURITIES
There was no purchase, sale or redemption of the Company’s listed securities by the Company or any of
its subsidiaries during the year.

CORPORATE GOVERNANCE

The Company has complied throughout the year ended 31 December 2002 with the Code of Best
Practice as set out in Appendix 14 of the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited.

DONATIONS
During the vyear, the Group made charitable and other donations amounting to approximately
HK$6,589,000.

AUDITORS
A resolution will be submitted to the Annual General Meeting of the Company to re-appoint Messrs.

Deloitte Touche Tohmatsu as auditors of the Company.

On behalf of the Board

LAM WAI| WAH, STEVEN
CHAIRMAN

Hong Kong, 11 April 2003

Truly International Holdings Limited 15 2002 Annual Report




Auditors’ Report

B SES ® ES
R - BARRoE5TET Deloitte

Certified Public Accountants EERETEER11S \
28/F, Wing On Centre KERL26E -E-ﬂ
111 Connaught Road Central

Tohmatsu

TO THE SHAREHOLDERS OF
TRULY INTERNATIONAL HOLDINGS LIMITED
(incorporated in the Cayman Islands with limited liability)

We have audited the financial statements on pages 17 to 51 which have been prepared in accordance
with accounting principles generally accepted in Hong Kong.

Respective responsibilities of directors and auditors

The directors are responsible for the preparation of financial statements which give a true and fair view.
In preparing financial statements which give a true and fair view it is fundamental that appropriate
accounting policies are selected and applied consistently.

It is our responsibility to form an independent opinion, based on our audit, on those statements and to
report our opinion to you.

Basis of opinion

We conducted our audit in accordance with Statements of Auditing Standards issued by the Hong Kong
Society of Accountants. An audit includes examination, on a test basis, of evidence relevant to the
amounts and disclosures in the financial statements. It also includes an assessment of the significant
estimates and judgments made by the directors in the preparation of the financial statements, and of
whether the accounting policies are appropriate to the circumstances of the Company and the Group,
consistently applied and adequately disclosed.

We planned and performed our audit so as to obtain all the information and explanations which we
considered necessary in order to provide us with sufficient evidence to give reasonable assurance as to
whether the financial statements are free from material misstatement. In forming our opinion we also
evaluated the overall adequacy of the presentation of information in the financial statements. We
believe that our audit provides a reasonable basis for our opinion.

Opinion

In our opinion the financial statements give a true and fair view of the state of affairs of the Company
and the Group as at 31 December 2002 and of the profit and cash flows of the Group for the year then
ended and have been properly prepared in accordance with the disclosure requirements of the Hong
Kong Companies Ordinance.

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong, 11 April 2003
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Consolidated Income

Statement

For the year ended 31 December 2002

Turnover

Cost of sales
Gross profit
Other operating income

Distribution costs

Administrative expenses

Profit from operations
Finance costs

Share of results of an associate

Profit before taxation
Taxation

Profit before minority interests

Minority interests

Profit for the year

Dividends

EARNINGS PER SHARE

Basic

Diluted

Truly International Holdings Limited

NOTES

10

11

12

17

2002 2001

HK$' 000 HK$'000
857,086 682,086
(613,421) (494,606)
243,665 187,480
10,721 13,925
(31,171) (27,694)
(101,918) (92,815)
121,297 80,896
(10,293) {16,305}

156 —

111,154 64,591
{12,941) (4,841)
98,213 59,750

— 326

98,213 60,076

39,983 43,401

22.1 HK cents | 13.8 HK cents
21.9 HK cents | 13.6 HK cents
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Consolidated Balance Sheet

At 31 December 2002

2001
HK$'000

Non-current assets
Property, plant and equipment 700,713 716,887
Intangible assets 7,952 12,748
Interest in an associate 620 —
Loans receivable — 4,709

709,285 734,344

Current assets
Inventories 164,387 163,356
Trade and other receivables 170,696 153,193
Loans receivable 11,057 2,390
Amount due from an associate 1,174 —
Bank balances and cash 196,506 96,490

543,820 415,429

Current liabilities

Trade and other payables 21 104,834 62,522
Tax liabilities 22,961 20,219
Obligations under finance leases 22 31,164 42,217
Bank borrowings 23 147,623 167,812
306,642 292,770

Net current assets 237,178 122,659
Total assets less current liabilities 946,463 857,003

Non-current liabilities

Obligations under finance leases 22 8,312 33,792
Bank borrowings 23 56,440 —
64,752 33,792

Minority interests 590 590
882,301 823,801

Capital and reserves

Share capital 24 44,425 44,425
Reserves 837,876 779,376
882,301 823,801

The financial statements on pages 17 to 51 were approved and authorised for issue by the Board of
Directors on 11 April 2003 and are signed on its behalf by:

LAM WAl WAH, STEVEN WONG PONG CHUN, JAMES
DIRECTOR DIRECTOR
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Balance Sheet

At 31 December 2002

Non-current assets

Interests in subsidiaries

Current asset

Bank balances and cash

Current liabilities
Accrued charges
Trust receipt loan

Net current liabilities

Capital and reserves
Share capital

Reserves

LAM WAI WAH, STEVEN
DIRECTOR

Truly International Holdings Limited 19

2002 2001

NOTES HKS'000 HK$'000
15 314,255 315,659
48 129

59 88

413 1,212

472 1,300

(424) (1,171}

313,831 314,488

24 44,425 44,425
25 269,406 270,063
313,831 314,488

WONG PONG CHUN, JAMES

DIRECTOR
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Comsolidated Statement of Changes in Equity

For the year ended 31 December 2002

Capital
Share Share Special redemption Negative Exchange Retained
capital premium reserve reserve goodwiil reserve profits Total

HK$'000 HK$ 000 HK$'000 HK$'000 HK$’000 HK$'000 HK$'000 HK$'000

THE GROUP
At 1 January 2001 43,349 233,287 990 82 996 1,298 509,063 789,065
Exchange differences

arising on translation

of overseas operations

not recognised in the

income statement — — — - — (16) — (16)

Issue of shares under

share option scheme 1,076 17,001 —_ — — — — 18,077
Net profit for the year - —_ - —_ - — 60,076 60,076
Dividends paid — — — — — — (43,401 (43,401}
At 1 January 2002 44,425 250,288 990 82 996 1,282 525,738 823,801

Exchange differences
arising on translation
of overseas operations

not recognised in the

income statement — — — — — 270 — 270
Net profit for the year — — — — — — 98,213 98,213
Dividends paid — — — — — — (39,983) {39,983)
At 31 December 2002 44,425 250,288 990 82 996 1,652 583,968 882,301

The special reserve represents the difference between the nominal value of the shares of the

subsidiaries acquired and the nominal value of the Company’s shares issued for the acquisitions.

The retained profits of the Group included retained profit of HK$120,000 (2001: HK$Nil) attributable to

an associate of the Group.

Details of the reserves of the Company are shown in note 25 to the financial statement.
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Consolidated Cash Flow Statement

For the year ended 31 December 20602

2002 2001
HK$'000 HK$'000

OPERATING ACTIVITIES

Profit from operations 121,297 80,896
Adjustments for:
interest income (1,289} (2,085)
Gain on acquisition of amount due to a minority shareholider — (4,745)
Amortisation of deferred development expenditure 897 7,218

Amortisation of intangible assets, other than deferred development

expenditure 202 139
Impairment of deferred development expenditure — 4,800
Loss on write-off of deferred development expenditure 7,708 —
Depreciation and amortisation of property, plant and equipment 78,722 79,178
Loss on disposal of property, plant and equipment 2,353 70

Operating cash flows before movements in working capital 209,890 165,471
(Increase) decrease in inventories (1,031} 32,712
{Increase) decrease in trade and other receivables (17,438) 26,012
Increase in amount due from an associate (1,174) —
Increase (decrease) in trade and other payables 42,094 (31,050}
Effect of realignment of foreign exchange rate (901) 133
Cash generated from operations 231,380 193,278
Hong Kong Profits Tax paid (7,313) (238)
PRC Enterprise Income Tax paid (1,058} —
Overseas tax paid (1,791} (2,455)
NET CASH FROM OPERATING ACTIVITIES 221,217 190,585

INVESTING ACTIVITIES

Purchase of property, plant and equipment (64,972) (102,273)
Acquisition of intangible assets (4,011) (5,999)
Loans advanced (3,858) (5,215)
Acquisition of investment in an associate (500} —
Interest received 1,284 2,277
Proceeds from disposals of property, plant and equipment 127 193
Acquisition of minority sharehoiders’ advance - {55)
NET CASH USED IN INVESTING ACTIVITIES {72,030} {111,072)
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Consolidated Cash Flow Statement

For the year ended 31 December 2002

FINANCING
New bank borrowings raised
Repayment of bank borrowings
New borrowings raised from finance leases
Repayment of obligations under finance leases
Interest paid on bank borrowings
Interest paid on obligations under finance leases
Issue of shares under option scheme
Dividend paid

NET CASH USED IN FINANCING

NET INCREASE (DECREASE) [N CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS AT THE BEGINNING OF THE YEAR
EFFECT OF FOREIGN EXCHANGE RATE CHANGES

CASH AND CASH EQUIVALENTS AT THE END OF THE YEAR

ANALYSIS OF THE BALANCE OF CASH AND CASH EQUIVALENTS
Cash and cash equivalents as previously reported
Effect of reclassification of trust receipt loans and

short term bank loans

Cash and cash equivalents as restated

Being:
Bank balances and cash

Bank overdrafts

2002 2001
HK$ 000 HK$'000
545,449 478,140
(501,549) (555,617)

7,182 78,976

{43,715} (41,540)
{(7,462) (10,865)
(2,559} (6,214)

—_ 18,077

(39,983) (43,401)

{42,737) (82,444}

108,450 {2,931}
88,261 91,320

1,115 (128)
195,826 88,261

- (32,455)
— 120,716
— 88,261

196,506 96,490

(680) (8,229)
195,826 88,261

Truly International Holdings Limited 22

2002 Annual Report




Notes to the Fimancial Statements

For the year ended 31 December 2002

GENERAL

The Company was incorporated in the Cayman Islands on 17 October 1990 under the Companies
Law (Revised) Chapter 22 of the Cayman Islands as an exempted company. The Company is a
public limited company with its shares listed on The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”).

The Company acts as an investment holding company. Its subsidiaries are principally engaged in
the business of manufacture and sale of liquid crystal display products and electronic consumer

products including calculators, pagers, MP3 players and electronic components.

ADOPTION OF STATEMENTS OF STANDARD ACCOUNTING PRACTICE

In the current year, the Group has adopted, for the first time, a number of new and revised
Statements of Standard Accounting Practice ("SSAPs”) issued by the Hong Kong Society of
Accountants. Adoption of these SSAPs has led to a number of changes in the Group’s accounting
policies. The revised accounting policies are set out in note 3. In addition, the adoption of these
SSAPs has resulted in a change in the format of presentation of cash flow statement and the
inclusion of a statement of changes in equity. Comparative amounts for the prior year have been
restated in order to achieve a consistent presentation.

Foreign currencies

The revisions to SSAP 11 “Foreign Currency Translation” have eliminated the choice of translating
the income statements of overseas subsidiaries and associates at the closing rate for the period,
the policy previously followed by the Group. They are now required to be translated at an average
rate. This change in accounting policy has not had any significant effect on the results for the

current or prior accounting periods.

Cash flow statements

In the current year, the Group has adopted SSAP 15 (Revised) “Cash Flow Statements”. Under
SSAP 15 (Revised), cash flows are classified under three headings — operating, investing and
financing, rather than the previous five headings. Interest received is now classified as investing
cash flows. Interest paid and dividends paid are now classified as financing cash flows. Cash flows
arising from taxes on income are classified as operating activities, unless they can be separately
identified with investing or financing activities. In addition, the amounts presented for cash and
cash equivalents have been amended to exclude short-term loans that are financing in nature.
Cash flows of overseas subsidiaries and operations have been re-translated at the rates prevailing
at the dates of the cash flows rather than the rate of exchange ruling on the balance sheet date.
The re-definition of cash and cash equivalents has resulted in a restatement of the comparative

amounts shown in the cash flow statement.
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Notes to the Financial Statements

For the year ended 31 Becember 2002

ADOPTION OF STATEMENTS OF STANDARD ACCOUNTING PRACTICE — continued

Employee benefits

In the current year, the Group has adopted SSAP 34 “Employee Benefits”, which introduces
measurement rules for employee benefits, including retirement benefit plans. Because the
Group’s only participates in defined contribution retirement benefit schemes, the adoption of

SSAP 34 has not had any significant impact on the financial statements of the Group for the

current or prior periods.

SIGNIFICANT ACCOUNTING POLICIES
The financial statements have been prepared under the historical cost convention.

The financial statements have been prepared in accordance with accounting policies generally
accepted in Hong Kong. The principal accounting policies adopted are set out below:

Basis of consclidation
The consolidated financial statements incorporate the financial statements of the Company and its

subsidiaries made up to 31 December each year.

The results of subsidiaries acquired or disposed of during the year are included in the
consolidated income statement from the effective date of acquisition or up to the effective date

of disposal, as appropriate.

Negative goodwill
Negative goodwill represents the excess of the Group’s interest in the fair value of the identifiable
assets and liabilities of a subsidiary or an associate at the date of acquisition over the cost of

acquisition.

Negative goodwill arising on acquisitions prior to 1 January 2001 continues to be held in reserves

and will be credited to income at the time of disposal of the relevant subsidiary.

Negative goodwill arising on acquisitions on or after 1 January 2001 is presented as a deduction
from assets. To the extent that the negative goodwill is attributable to losses or expenses
anticipated at the date of acquisition, it is released to income in the period in which those losses or
expenses arise. The remaining negative goodwill is recognised as income on a straight-line basis
over the remaining average useful life of the identifiable acquired depreciable assets. To the
extent that such negative goodwill exceeds the aggregate fair value of the acquired identifiable

non-monetary assets, it is recognised in income immediately.

Negative goodwill arising on the acquisition of an associate is deducted from the carrying value of
that associate. Negative goodwill arising on the acquisition of subsidiaries is presented separately
in the balance sheet as a deduction from assets.
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Notes to the Financial Statements

For the year ended 31 December 2002

SIGNIFICANT ACCOUNTING POLICIES — continued
Investments in subsidiaries
Investments in subsidiaries are included in the Company’s balance sheet at cost less any identified

impairment loss.

Interest in an associate
The consolidated income statement includes the Group’s share of the post-acquisition results of
its associate for the year. In the consolidated balance sheet, interest in an associate is stated at the

Group's share of the net assets of the associate less any identified impairment loss.

Revenue recognition

Sale of goods is recognised when goods are delivered and title has passed.

Interest income is accrued on a time basis by reference to the principal outstanding and at the
interest rate applicable.

Income from properties under operating leases is recognised on a straight-line basis over the
relevant lease term.

Property, plant and equipment
Property, plant and equipment, other than properties under development, is stated at cost less

depreciation and amortisation, and any identified impairment losses.

Depreciation is provided to write off the cost of plant and equipment, other than properties under
development, over their estimated useful lives, using the reducing balance method, at the
following rates per annum:

Furniture and fixtures 15% to 50%
Plant and machinery 15% to 40%
Motor vehicles 25% to 45%

The cost of buildings is depreciated over the shorter of forty years or the terms of the respective
feases, using the straight line method. The cost of leasehold land is amortised over the remaining

unexpired terms of the respective leases using the straight line method.

The gain or loss arising from disposal or retirement of an asset is determined as the difference
between the sales proceeds and the carrying amount of the asset and is recognised in the income
statement.

Truly International Holdings Limited 25 2002 Annual Report




Notes to the Financial Statements

For the year ended 31 December 2002

SIGNIFICANT ACCOUNTING POLICIES — continued

Properties under development

Land and buildings in the course of development for production are carried at cost, less any
identified impairment losses. Depreciation of these assets, on the same basis as other property
within property, plant and equipment, commences when the assets are ready for their intended

uses.

Deferred development expenditure

Expenditure on research activities is recognised as an expense in the year in which it is incurred.

An internally-generated intangible asset arising from development expenditure is recognised only
if it is anticipated that the development costs incurred on a clearly-defined project will be
recovered through future commercial activity. The resultant asset is amortised on a straight line

basis over its useful life at 25% per annum.

Where no internally-generated intangible asset can be recognised, development expenditure is

recognised as an expense in the period in which it is incurred.

Trademarks and technical know-how

Costs incurred in the registration of trademarks and expenditure on acquiring rights to technical
know-how are capitalised and amortised on a straight line basis over their estimated useful lives

at 20% to 25% per annum.

Impairment

At each balance sheet date, the Group reviews the carrying amounts of its tangible and intangible
assets to determine whether there is any indication that those assets have suffered an impairment
loss. If the recoverable amount of an asset is estimated to be less than its carrying amount, the
carrying amount of the asset is reduced to its recoverable amount. Impairment losses are

recognised as an expense immediately.

Where an impairment loss subsequently reverses, the carrying amount of the asset is increased to
the revised estimate of its recoverable amount, but so that the increased carrying amount does not
exceed the carrying amount that would have been determined had no impairment loss been
recognised for the asset in prior years. A reversal of an impairment loss is recognised as income

immediately.

Inventories

Inventories are stated at the fower of cost and net realisable value. Cost, is calculated using the
first-in, first-out method. Net realisable value represents the estimated selling price less estimated
costs to completion and the estimated costs necessary to make the sale.
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Notes to the Financial Statements

For the year ended 31 December 2002

3. SIGNIFICANT ACCOUNTING POLICIES — continued
Taxation
The charge for taxation is based on the results for the year as adjusted for items which are non-
assessable or disallowed. Timing differences arise from the recognition for tax purposes of certain
items of income and expense in a different accounting period from that in which they are
recognised in the financial statements. The tax effect of timing differences, computed using the
liability method, is recognised as deferred taxation in the financial statements to the extent that it

is probable that a liability or an asset will crystallise in the foreseeable future.

Leased assets

Leases are classified as finance leases when the terms of the lease transfer substantially all the
risks and rewards of ownership of the assets concerned to the Group. Assets held under finance
leases are capitalised at their fair values at the date of acquisition. The corresponding liability to
the lessor, net of interest charges, is included in the balance sheet as a finance lease obligation.
Finance costs, which represent the difference between the total leasing commitments and the fair
value of the assets acquired, are charged to the income statement over the period of the relevant
lease so as to produce a constant periodic rate of charge on the remaining balances of the
obligations for each accounting period.

All other leases are classified as operating leases and the rentals payable or receivable are

charged or credited to the income statement on a straight line basis over the relevant lease term.

Foreign currencies

Transactions in currencies other than Hong Kong dollars are initially recorded at the rates of
exchange prevailing on the dates of the transactions. Monetary assets and liabilities denominated
in currencies other than Hong Kong dollars are re-translated at the rates prevailing on the balance
sheet date. Profits and losses arising on exchange are included in net profit or loss for the period.

On consolidation, the assets and liabilities of the Group’s overseas operations are transiated at the
rates prevailing on the balance sheet date. Income and expense items are transiated at the average
exchange rates for the period. Exchange differences arising, if any, are classified as equity and
transferred to the Group’s translation reserve. Such translation differences are recognised as

income or as expenses in the period in which the operation is disposed of.

Retirement benefit costs
Payments to the defined contribution retirement benefit schemes are charged as an expense as

they fall due.

Truly International Holdings Limited 27 2002 Annual Report




Notes to the Financial Statements

For the year ended 31 December 2002

TURNOVER
Turnover represents the net proceeds received and receivable on the sale of goods during the

year, and is analysed as follows:

2002 2001
HK$'000 HK$’000

Sales of liquid crystal display products 737,257 544,526
Sales of electronic consumer products 119,829 137,660
857,086 682,086

BUSINESS AND GEOGRAPHICAL SEGMENTS

Business segments

For management purposes, the Group is currently organised into two operating divisions — liquid
crystal display (“LCD”) products and electronic consumer products. These divisions are the basis
on which the Group reports its primary segment information.

Principal activities are as foilows:

LCD products — manufacture and distribution of LCD products

Electronic consumer products — manufacture and distribution of electronic consumer products

Segment information about these businesses is presented below:

2002
Electronic
LCD consumer
products products Eliminations Consolidated
HK$'000 HK$'000 HK$'000 HK$'000
REVENUE
External sales 737,257 119,829 - 857,086
Inter-segment sales 1,070 — {1,070) —
Total revenue 738,327 119,829 (1,070) 857,086

Inter-segment sales are charged at cost.
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For the year ended 31 December 2002

5. BUSINESS AND GEOGRAPHICAL SEGMENTS — continued

2002
Electronic
LCD  consumer
products products Eliminations Consolidated
HK$'000 HK$'000 HK$'000 HK$'000
RESULT
Segment result 133,694 {13,011) — 120,683
Interest income from bank deposits 1,289
Unallocated other revenue 14
Unallocated corporate expenses (689)
Profit from operations 121,297
Segment finance costs (6,417) — — (6,417}
Unallocated finance costs (3,882)
Share of results of an associate — 156 — 156
Profit before taxation 111,154
Taxation {11,012} (1,929) — (12,941)
Profit before minority interests 98,213
Minority interests —
Profit for the year 98,213
BALANCE SHEET
Electronic
LCD consumer
products products Consolidated
HK$'000 HK$'000 HK$'000
ASSETS
Segment assets 722,067 530,370 1,252,437
Interest in an associate — 620 620
Unallocated corporate assets 48
Consolidated total assets 1,253,105
LIABILITIES
Segment liabilities 240,399 47,038 287,437
Unallocated corporate liabilities 83,957
Consolidated total liabilities 371,394
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Notes to the Financial Statements

For the year ended 31 December 2002

5. BUSINESS AND GEOGRAPHICAL SEGMENTS — continued

2002
OTHER INFORMATION

Electronic
LCD consumer
products products Consoclidated
HK$'000 HK$'000 HK$'000
Capital additions 35,420 33,563 68,983
Depreciation and amortisation 52,768 27,053 79,821
Loss on write-off of deferred development
expenditure — 7,708 7,708
2001
Electronic
LCD  consumer
products products Eliminations Consolidated
HK$'000 HK$'000 HK$'000 HK$'000
REVENUE
External sales 544,526 137,560 — 682,086
Inter-segment sales 1,166 — (1,166) —
Total revenue 545,692 137,560 (1,166) 682,086
Inter-segiment sales are charged at cost.
RESULT
Segment result 75,710 4,193 — 79,903
Interest income from bank deposits 2,085
Unallocated other revenue 13
Unallocated corporate expenses {1,105)
Profit from operations 80,896
Segment finance costs (13,703) — — (13,703)
Unallocated finance costs (2,602)
Profit before taxation 64,591
Taxation (3,789) {1,052) — {4,841)
Profit before minority interests 59,750
Minority interests 326
Profit for the year 60,076
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For the year ended 31 December 2002

BUSINESS AND GEOGRAPHICAL SEGMENTS — continued

2001
BALANCE SHEET

ASSETS
Segment assets
Unallocated corporate assets

Consolidated total assets

LIABILITIES
Segment liabilities

Unallocated corporate liabilities

Consolidated total liabilities

OTHER INFORMATION

Capital additions

Depreciation and amortisation

Impairment loss recognised as expenses

Truly International Holdings Limited
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Electronic

LCD consumer
products preducts Consolidated
HK$'000 HK$'000 HK$'000
593,563 551,372 1,144,935
4,838
1,149,773
202,945 60,719 263,664
62,898
326,562

Electronic

LCD CONSUMEr
products products Consolidated
HK$’'000 HK$'000 HK$'000
80,604 27,668 108,272
59,853 26,682 86,535
— 4,800 4,800
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Notes to the Financial Statements

For the year ended 31 December 2002

BUSINESS AND GEOGRAPHICAL SEGMENTS — continued
Geographical segments

The turnover of the Group, analysed by geographical segments, is as follows:

Revenue by
geographical segments
2002 2001
HK$'00C HK$'000

The People’s Republic of China (the “PRC") 213,817 170,172
Europe 72,370 125,376
Hong Kong 115,948 120,750
Japan 143,657 96,349
South Korea 206,426 84,349
Others 104,868 85,090

857,086 682,086

The following is an analysis of the carrying amount of segment assets, and additions to property,

plant and equipment and intangible assets, analysed by the geographical area in which the assets

are located:

Additions to property,

Carrying amount plant and equipment

of segment assets and intangible assets
2002 2001 2002 2001
HKS$' 000 HK$'000 HK$ 000 HK$'000
The PRC 839,141 821,532 63,392 89,972
Hong Kong 393,471 304,011 5,133 17,489
Europe 8,909 14,002 300 147
Others 11,584 10,228 158 664
1,253,105 1,149,773 58,983 108,272
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6. PROFIT FROM OPERATIONS

Profit from operations has been arrived at after charging (crediting):

Depreciation and amortisation on:
Owned assets

Assets held under finance leases

Staff costs, inclusive of directors’ remuneration
Salaries and other benefits
Retirement benefits scheme contributions

Less: amount capitalised as deferred development expenditure

Amortisation of deferred development expenditure included
in cost of sales

Amortisation of intangible assets, other than deferred development
expenditure, included in administrative expenses

Auditors’ remuneration

Gain on acquisition of amount due to a minority shareholder

Impairment of deferred development expenditure included in
administrative expenses

Interest income from bank deposits

Loss on disposal of property, plant and equipment

Loss on write-off of deferred development expenditure

Net foreign exchange gain

Operating lease rental income net of outgoing of HK$Nil
(2001: HK$Nil)

Operating lease rental in respect of
— rented premises

— other equipment
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2002 2001
HK$'000 HK$'000
1,038 58,803
17.684 20,375
78,722 79,178
98,258 86,403
2,507 1,125
(3,715) (5,578)
97,050 81,950
897 7,218
202 139
1,021 1,117
— (4,745)
— 4,800
(1,289) (2,085)
2,353 70
7,708 —
(3,879) (1,359)
(450) (503)
1,860 1,338
389 245
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Notes to the Financial Statements

For the year ended 31 Decemher 2002

7. FINANCE COSTS

2002 2001
HK$'000 HK$'000

Interest on:
Bank borrowings wholly repayable within five years 7,844 7,552
Finance leases 2,455 8,753
10,299 16,305
8. DIRECTORS' REMUNERATION
2002 2001

HK$ 000 HK$'000

Directors’ fees:

Executives — —
Non-executive 50 50
Independent non-executives 40 40

Other emoluments paid to the executive directors:

Salaries and other benefits 5,104 5718
Performance related incentive payments 8,596 12,282
Contributions to retirement benefit scheme 72 72

13,862 18,162

During the year, directors’ emoluments amounting to HKS$Nil (2001: HK$2,276,000) were

capitalised as deferred development expenditure.

Emoluments of the directors were within the following bands:

2002
Number

of directors

2001
Number

of directors

Nil to HK$1,000,000 3 3
HK$1,500,001 to HK$2,000,000 1 —
HK$2,000,001 to HK$2,500,000 1 1
HK$2,500,001 to HK$3,000,000 — 1
HK$9,500,001 to HK$10,000,000 1 —
HK$13,000,001 to HK$13,5600,000 — 1
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9. EMPLOYEES' EMOLUMENTS

Of the five individuals with the highest emoluments in the Group, three {(2001: three) were

directors of the Company whose emoluments are set out in note 8 above. The emoluments of the

remaining two (2001: two) individuals were as follows:

Salaries and other benefits
Performance related incentive payments
Contributions to retirement benefit scheme

Their emoluments were within the following bands:

HK$1,000,001 to HK$1,500,000
HK$2,500,001 to HK$3,000,000

10. TAXATION

The charge comprises:

Hong Kong Profits Tax

— Provision in current year

— Overprovision in prior years
Overseas taxation
Share of tax on results of an associate

2002 2001
HK$'000 HK$'000
1,980 2,276

2,000 —

36 36

4,016 2,312

2002 2001
Number of Number of
employees employees
1 2

1 —_

2002 2001
HKS$'000 HK$'000
11,389 5,258

(58) (2,780}

1,574 2,363

36 —

12,941 4,841

Hong Kong Profits Tax is calculated at 16% of the estimated assessable profits for the year.
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10. TAXATION — continued
Pursuant to the relevant laws and regulations in the PRC, one of the Company’s PRC subsidiaries,
=R¥EesE AT, is entitled to exemption from PRC enterprise income tax for the first two years
commencing from its first profit-making year of operation and thereafter, this PRC subsidiary will
be entitled to a 50% relief from PRC enterprise income tax for the following three years. The year
ended 31 December 2001 is the company’s first profit making year. No provision for PRC
enterprise income tax has been made for other PRC sﬁbsidiaries as these subsidiaries have no

assessable profit for the year.
Overseas taxation is calculated at the rates prevailing in the respective jurisdictions.
Details of the potential deferred tax charge not provided for the year are set out in note 26.

11. DIVIDENDS

2002 2001
HK$'000 HK$'000
Final dividend proposed in respect of the year ended
31 December 2001 of 4 HK cents (2000: 6 HK cents) per share 17,770 26,009
interim dividend paid in respect of the year ended 31 December 2002 of
5 HK cents (2001: 4 HK cents) per share 22,213 17,392
39,383 43,401

The final dividend in respect of the year ended 31 December 2002 of 7 HK cents per share had been

proposed by the directors and is subject to approval by the shareholders in the forthcoming

annual general meeting.

12. EARNINGS PER SHARE

The calculation of the basic and diluted earnings per share is based on the following data:

2002 2001
HK$ 000 HK$'000
Earnings for the purposes of basic and diluted earnings per share 98,213 60,076
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12. EARNINGS PER SHARE — continued

2002 2001
Number Number
of shares of shares
Weighted average number of ordinary shares for the purposes of
basic earnings per share 444,259,527 | 435,960,078
Effect of dilutive potential ordinary shares — share options 3,756,804 5,817,800
Weighted average number of ordinary shares for the purposes of
diluted earnings per share 448,016,331 | 441,777,878
13. PROPERTY, PLANT AND EQUIPMENT
Properties Furniture
under Land and and Plant and Motor
development buildings fixtures machinery vehicles Total

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HKS$'000

THE GROUP

COST

At 1 January 2002 30,260 332,016 53,490 765,832 9,910 1,191,508
Currency realignment — — 153 1 4 158
Additions 15,396 1,939 2,443 44,329 865 64,972
Disposals — — (462) (16,247) (204) (16,913}
At 31 December 2002 45,656 333,955 55,624 793,915 10,575 1,239,725

DEPRECIATION AND
AMORTISATION

At 1 January 2002 — 46,648 29,955 391,296 6,722 474,621
Currency realignment — — 99 — 3 102
Provided for the year — 9,764 3,925 63,794 1,239 78,722
Eliminated on disposals — — (285 (13,944) (204) {14,433}
At 31 December 2002 — 56,412 33,694 441,146 7,760 539,012

NET BOOK VALUES
At 31 December 2002 45,656 277,543 21,930 352,769 2,816 700,713

At 31 December 2001 30,260 285,368 23,535 374,536 3,188 716,887
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13. PROPERTY, PLANT AND EQUIPMENT — continued

The net book value of the Group’s property interests

shown above comprises:
Leasehold properties in Hong Kong held under medium term leases
Leasehold properties in the PRC held under medium term leases

Properties under development in the PRC held under
medium term leases

THE GROUP
2002 2001
HK$ 000 HK$'000
8,473 8,733
269,064 276,635
277,543 285,368
45,656 30,260
323,199 315,628

The net book value of plant and machinery includes an amount of HK$100,208,000 (2001:

HK$119,123,000) in respect of assets held under finance leases.

14. [INTANGIBLE ASSETS

Deferred
development Technical
expenditure know-how Trademarks Total
HK$’'000 HK$'000 HK$'000 HK$'000
THE GROUP
COST
At 1 January 2002 102,539 1,610 2,125 106,274
Additions 3,715 — 296 4,011
Written off in the year (87,802) (1,610) — (89,412)
At 31 December 2002 18,452 — 2,421 20,873
AMORTISATION
At 1 January 2002 90,242 1,610 1,674 93,526
Provided for the year 897 — 202 1,099
Eliminated on written off (80,094) (1,610} — (81,704)
At 31 December 2002 11,045 — 1,876 12,921
NET BOOK VALUES
At 31 December 2002 7,407 — 545 7,952
At 31 December 2001 12,297 — 451 12,748
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15. INTERESTS IN SUBSIDIARIES

THE COMPANY

2002 2001
HK$'000 HK$'000

Unlisted investments, at cost 64,002 64,002
Amounts due from subsidiaries 250,253 251,657
314,255 315,659

The directors confirmed that the amounts due from subsidiaries are unsecured, interest free and

are not repayable within the next year and accordingly, the amounts are shown as non-current.

Details of the subsidiaries at 31 December 2002 are set out in note 33.

16. INTEREST IN AN ASSOCIATE

THE GROUP

2002 2001
HK$’000 HK$'000

Share of net assets 520 —

Particulars of the associate at 31 December 2002 are as follow:

Percentage of

Form of Principal issued share
Name of business Country of place of Class of capital held by Principal
associate structure incorporation operation shares held the Group activities
Fast Clean Incorporated South Korea South Ordinary 50% Trading in
(Korea) Korea electrical
Ltd. consumer

products
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17. LOANS RECEIVABLE

THE GROUP
2002 2001
HKS$'000 HK$'000
Interest bearing (note a) 2,835 2,825
Non-interest bearing (note b) 8,222 4,274
11,057 7,099
Less: Amount receivable within one year shown under current assets (11,057) (2,390)
Amount receivable after one year o 4,709
Notes
a. The amount is unsecured, bears interest at 7% per annum and is repayable on 30 October 2003.
b. The non-interest bearing loans are unsecured and repayable in 2003.
18. INVENTORIES
THE GROUP
2002 2001
HK$'000 HK$'000
Raw materials 45,825 49,582
Work in progress 77,156 77,246
Finished goods 41,406 36,628
164,387 163,356

Included above are work in progress of HK$2,393,000 (2001: HK$4,585,000) and finished goods of
HK$1,610,000 (2001: HK$2,5627,000) which are carried at net realisable values.
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19. TRADE AND OTHER RECEIVABLES
The Group has a policy of allowing an average credit terms ranging from 30 to 90 days to its trade

customers.

THE GROUP
2002 2001
HK$ 000 HK$'000
Aged analysis of trade receivables:
Within 60 days 96,012 74,736
61 to 90 days 18,743 13,535
More than 90 days 16,627 15,172
131,382 103,443
Other receivables, deposits and prepayments 39,314 49,750
170,696 153,193

20. LCANS TO OFFICERS
Inciuded in trade and other receivables are loans to officers, particulars of the loans disclosed
pursuant to Section 161B of the Hong Kong Companies Ordinance are as follows:

Maximum
amoumnt
Balance at | Balance at outstanding
Officer - Terms of loan 31.12.2002 1.1.2002 during the year
HKS HK$ HK$
C. K. Poon Unsecured, interest free and — 600,000 600,000
(Technical repayable on demand
Manager)
S.W. Ng Thomas Unsecured, interest free and — 958,000 958,000
(Company repayabie on demand
Secretary)
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21. TRADE AND OTHER PAYABLES

Aged analysis of trade payables:

Within 60 days
61 to 90 days
More than 90 days

Other payables and accrued charges

22. OBLIGATIONS UNDER FINANCE LEASES

Within one year
in the second to fifth year inclusive

Less: Future finance charges

Present value of lease obligations

Less: Amount due for settlement within
one year shown under current
liabilities

Amount due for settlement after one year

Minimum lease

THE GROUP
2002 2001
HK$°000 HK$'000
66,724 26,765
9,532 9,035
8,427 4,722
84,683 40,5622
20,211 22,000
104,894 62,522

Present value of

minimum lease

payments payments
2002 2001 2002 2001
HK$'000 HK$'000 HK$'000 HK$'000
32,415 45,521 31,164 42,217
8,539 34,985 8,312 33,792
40,954 80,506
(1,478) (4,497)
38,476 76,009 39,476 76,009
(31.164) (42,217)
8,312 33,792

It is the Greup’'s policy to lease certain of its machinery and equipment under finance leases. The

average lease term is 2 to 4 years. Interest rates are fixed at the contract date. All leases are on a

fixed repayment basis and no arrangements have been entered into for contingent rental

payments.
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23. BANK BORROWINGS

THE GROUP
2002 2001
HK$'000 HK$'000
Bank loans 79,578 60,650
Trust receipt loans 119,485 96,773
Bank overdrafts 680 8,229
Mortgage loans 4,320 2,160
204,083 167,812
Secured 4,320 2,160
Unsecured 199,743 165,652
204,063 167,812
The maturity profile of the bank borrowings is as follows:
On demand or within one year 147,623 167,812
More than one year, but not exceeding two years 28,940 —
More than two years, but not exceeding five years 27,500 —
204,083 167,812
Less: Amount due within one year shown under current liabilities (147,623) (167,812)
56,440 —
24. SHARE CAPITAL
2002 2001 2002 2001
Number Number
of shares of shares HK$'000 HK$’000
Ordinary shares of HK$0.1 each
Authorised:
At 31 December 500,000,000 500,000,000 50,000 50,000
Issued and fully paid:
At 1 January 444,259,527 433,499,527 44,425 43,349
Issue of shares under share option
scheme — 10,760,000 — 1,076
At 31 December 444,259,527 444,259,527 44,425 44,425
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25. RESERVES

THE COMPANY

At 1 January 2001

Issue of shares under share
option scheme

Profit for the year

Dividends paid

At 1 January 2002
Profit for the year

Dividends paid

At 31 December 2002

Share
premium
HK$'000

Special

reserve
HK$'000

Capital
redemption
reserve
HK$’000

Retained
profits Total
HK$'000 ‘HK$'000

233,287 252,557
17,001 — — — 17,001
_ — — 43,906 43,906
_ — — (43,401) (43,401)
250,288 17,409 82 2,284 270,063
— — — 39,326 39,326
— — — (39,983) (39,983)
250,288 17,409 82 1,627 269,406

The special reserve of the Company represents the difference between the net book values of the

underlying assets of the Company’s subsidiaries acquired at the date on which the shares of these

companies were acquired by the Company, and the nominal amount of the Company’s shares

issued for the acquisitions.

Under the applicable laws of the Cayman Islands, the share premium of the Company is available

for paying distributions or dividends to shareholders subject to the provisions of its Memorandum

or Articles of Association and provided that immediate following the distribution or dividend the

Company is .able to pay its debts as they fall due in the ordinary course of business. At the balance

sheet date, in the opinion of the directors, the Company’s reserves available for distribution to
shareholders amounted to HK$269,324,000 (2001: HK$269,981,000).
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26. UNPROVIDED DEFERRED TAXATION

At the balance sheet date, the major components of the unprovided deferred tax liabilities {assets)

are as follows:

Truly International Holdings Limited 45

THE GROUP
2002 2001
HK$’000 HK$' 000

Tax effect of timing differences because of:

Excess of tax allowances over depreciation 21,080 21,067
Tax losses {1,670) {2,488)
Other timing differences 640 1,006
20,050 19,585

No provision for deferred taxation has been recognised in the financial statements in respect of
the timing differences arising during the year as in the opinion of the directors, it is not expected
that the potential deferred taxation liability will reverse in the foreseeable future, after taking into
account of the Group’s medium term financial plans and projections. In addition, the directors
expect the Group will have the following capital expenditure:

THE GROUP
2002 2001
HK$ 000 HK$'000
Capital expenditure for the next three years in respect of acquisition of
property, plant and equipment authorised but not contracted for 450,000 400,000
The amount of the unprovided deferred tax (credit) charge for the year is as follows:
THE GROUP
2002 2001
HK$'000 HK$'000
Excess of tax allowances and depreciation 13 1,478
Tax losses utilised 818 16
Other timing differences (366} (1,709)
465 (215)

The Company did not have any significant unprovided deferred taxation for the year or at the
balance sheet date.
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27. CONTINGENT LIABILITIES

THE GROUP

2002 2001
HK$'000 HK$'000

Export bills discounted with recourse 1,002 1,151

THE COMPANY

2002 2001
HK$'000 HK$'000

Guarantees given to banks in respect of banking facilities
utilised by subsidiaries 203,650 166,600

28. OPERATING LEASE COMMITMENTS
At the balance sheet date, the Group had commitments for future minimum lease payments under

non-cancellable operating leases which fall due as follows:

THE GROUP

2002 2001
HK$'000 HK$ 000

Within one year 1,380 1,073
In the second to fifth year inclusive 918 309
2,298 1,382

Operating lease payments represent rentals payable by the Group for certain of its office

premises. Leases are negotiated for an average term of two years with fixed rentals.
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29.

30.

CAPITAL COMMITMENTS
THE GROUP

2002 2001
HKS 000 HK$'000

Capital expenditure contracted for but not provided in the financial
statements in respect of:

Land and buildings 2,265 1,403
Plant and equipment 70,209 3,902
72,474 5,305

SHARE OPTION SCHEME

In accordance with the Company’s Share Option Scheme {the “Old Scheme”), which was adopted
pursuant to an ordinary resolution passed on 11 July 1991, the Board of Directors of the Company
may grant options to eligible employees, including executive directors of the Company and its
subsidiaries, to subscribe for shares in the Company. Pursuant to an extraordinary resolution
passed on 22 May 2001, the Old Scheme was terminated and a new Share Option Scheme (the
“Scheme”) was adopted.

At 31 December 2002, the number of shares in respect of which options were outstanding under
the Scheme was 28,000,000 (2001: 28,000,000), representing 6.3% (2001: 6.3%) of the shares of
the Company in issue at that date.

The purpose of the Scheme is to motivate employees of the Group and to allow them to
participate in the growth of the Company. The maximum number of shares in respect of which
options may be granted under the Scheme is not permitted to exceed 10% of the share capital of
the Company in issue from time to time. The maximum number of shares in respect of which
options may be granted to any individual is not permitted to exceed 25% of the aggregate number
of Shares for the time being issued and issuable under the Scheme. Any participants who accepts
an offer of the grant of an option in accordance with the terms of the Scheme shall pay to the
Company HK$1.00 by way of consideration for the grant thereof within a period of 30 days from
the date on which an option is offered to the participant. The option is exercisable at any time
following the date of grant until 21 May 2011. The Scheme has a life of 10 years and will expire on
22 May 2011.

The directors noted that an announcement was issued by the Stock Exchange on 23 August 2001
to introduce certain amendments to Chapter 17 (Equity Securities — Share Schemes) of The Rules
Governing the Listing of Securities on the Stock Exchange (the “Listing Rules”} and that such

amendments became effective on 1 September 2001.
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30.

SHARE OPTION SCHEME — continued

Prior to 1 September 2001, the exercise price is determined by the directors of the Company at a
price not less than 80% of the average of the closing prices of the shares on the Stock Exchange on
the five trading days immediately preceding the date of offer of the options or the naminal value
of the shares, whichever is the higher. With effect from 1 September 2001, the exercise price is
determined by the directors of the Company, and will not be less than the higher of the closing
price of the Company’s shares on the date of grant, and the average closing prices of the shares

for the five business days immediately preceding the date of grant.

As the existing Scheme no longer complies with the amended rules in the Listing Rules governing
share schemes, no further option can be granted under the Scheme from 1 September 2001 unless
the grant complies with the amended Chapter 17 of the Listing Rules. Nevertheless, options
previously granted under the Scheme will continue to be exercisable in accordance with the

Scheme.

The following tables disclose details of the Company’'s share options held by the employees

(including directors) and movements in such holdings during the year.

2002
Exercise  Balance at Granted Exercised Lapsed Balance at
Date granted Exercisable period price 1.1.2002 during year during year during year | 31.12.2002
HK$
Directors:
16 July 2001 17 July 2001 to 21 2.196 20,700,000 — — — | 20,700,000
May 2011
Employees:
16 July 2001 17 July 2001 to 21 2.196 7,300,000 —_ —_ — 7,300,000
May 2011
28,000,000 — — — | 28,000,000
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30. SHARE OPTION SCHEME — continued

2001
Exercised
Exercise  Balance at Granted during vear Lapsed Balance at
Date granted Exercisable period price 1.1.2001 during year (Note) during year 31.12.2001
HK$

Directors:

23 July 1996 23 October 1996 to 1.680 9,950,000 —  (9,950,000) — —
23 October 2001

26 July 1999 26 October 1999 to 1.864 3,775,000 — — (3,775,000} —
10 July 2001

5 January 2001 6 April 2001 to 2.412 — 14,700,000 — (14,700,000) -
10 July 2001

16 July 2001 17 July 2001 to 2.196 ~— 20,700,000 — — 20,700,000
21 May 2011

Empioyees:

23 July 1996 23 October 1996 to 1.680 3,610,000 — {810,000) (2,800,000} —
23 October 2001

26 July 1999 26 October 1999 to 1.864 4,225,000 — — (4,225,000) —
10 July 2001

5 January 2001 6 April 2001 to 2.412 — 5,300,000 — (5,300,000) —
10 July 2001

16 July 2001 17 July 2001 to 2.196 — 7,300,000 — — 7,300,000
21 May 2011

21,560,000 48,000,000 (10,760,000) (30,800,0000) 28,000,000

Note: The options were exercised in January and from June to October 2001. The market prices of the shares on the exercise
dates ranged from HK$1.65 to HK$3.35.

31. RETIREMENT BENEFITS SCHEME
All the staff in Hong Kong of the Group are required to join the Mandatory Provident Fund
Scheme. The Group is required to contribute 5%, while the employees are required to contribute

5% of their salaries to the scheme.

According to the relevant laws and regulations in the PRC, the PRC subsidiaries are required to
contribute a certain percentage of the salaries of their employees to the state-managed retirement
benefit scheme. The only obligation of the Group with respect to the retirement benefit scheme is

to make the required contributions under the scheme.

During the vyear, the retirement benefits scheme contributions are HK$2,507,000 (2001:
HK$1,125,000).
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32. PLEDGE OF ASSETS

At 31 Becember 2002, the Group had pledged certain of its leasehold properties and other

properties, plant and equipment with an aggregate carrying value of HK$8,230,000 (2001:

HK$8,477,000) to secure banking facilities granted to the Company’s subsidiaries.

33. PARTICULARS OF SUBSIDIARIES

Place of

incorporation

or registration/

MNominal value

of issued and

fully paid ordinary

share capital/

Proportionate equity

interest of the Group

Name of subsidiary operation registered capital Directly Indirectly Principal activities
Fast Clean Limited Hong Kong HK$100 — 60% Trading in electric
toothbrush
Truly Electronics Manufacturing  Hong Kong HK$1,000,010 100% — Trading in electronic
Limited calculators
Truly Electrical Products Hong Kong HK$100 — 60% Inactive
Company Limited
Truly GSM Technologies Limited Hong Kong HK$100 — 94% Inactive
Truly Industrial Limited Hong Kong HK$872,894 — 100% Trading in electronic
components
Truly Semiconductors (Europe) Germany DM50,000 — 100% Trading in liquid crystal
GmbH display products
Truly Semiconductors Limited Hong Kong HK$1,000 — 100% Trading in liquid crystal
display products
Truly Telecommunications Hong Kong HK$1,000 — 100% Trading in pagers
Company Limited
Truly (USA} Inc. United States US$20,000 100% — Marketing of electronic
of America calculators
EHEBEFERDE PRC RMB226,456,216 —_ 100% Manufacture of
electronic calculators
and pagers
EREORERN T PRC RMB192,411,681 —_ 100% Manufacture of liquid
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33. PARTICULARS OF SUBSIDIARIES — continued

Nominal vaiue
Place of of issued and
incorporation fully paid ordinary

or registration/ share capital/

Proportionate equity

interest of the Group

Name of subsidiary operation registered capital Directly Indirectly Principal activities
MERHESRLENSER AT PRC RMB24,323,788 — 100% Property holding
BERCLR)ERAT PRC RMB8&,265,100 — 60% Manufacture of electric

(Formerly known as

toothbrush

EHERERERAF

wholly-foreign owned enterprise

sino-foreign equity joint venture

None of the subsidiaries had any debt capital outstanding at 31 December 2002 or at any time
during the year.
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For the year ended 31 Decemhber 2002

RESULTS

Turnover

Cost of sales

Gross profit

Other operating income
Distribution costs
Administrative expenses

Profit from operations
Gain on disposal of land
and buildings
Finance costs
‘Share of results of an associate

Profit before taxation

Taxation

Profit before minority interests

Minority interests

Profit for the year

ASSETS AND LIABILITIES

Total assets
Total liabilities
Minority interests

Shareholders’ funds

Truly International Holdings Limited

Year ended 31 December

1998 1999 2000 2001 2002
HK$'000 HK$'000 HK$'000 HK$'000 HX$'000
540,225 495,545 712,496 682,086 857,086
{377,424) (329,792) (506,578) (494,606) (613,421}
162,801 165,753 205,918 187,480 243,665

5,420 5,274 11,143 13,925 10,721

(21,358) {34,686) (38,220) (27,694) (31,171)
{64,768) (67,378) (80,043) (92,815) {101,918)
82,095 68,963 98,798 80,896 121,297
— 12,145 — —_ —
(23,351) (12,8486) (14,726) (16,305) (10,299)
—_ — — — 156
58,744 68,262 84,072 64,591 111,154
(3,027) (5,222) (3,684) (4,841) {12,241)
55,717 63,040 80,388 59,750 98,213
49 35 31 326 —
55,766 63,075 80,419 60,076 98,213

At 31 December

1998 1999 2000 2001 2002
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
948,669 980,908 1,189,559 1,149,773 1,253,105
(256,339) (237,931) {400,758) (326,562) (371,394)

199 233 264 590 530
692,529 743,210 789,065 823,801 882,301
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