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Financial Highlights

MBRE

For the year ended 31 December

BEF-A=-F—RuEYR

03

2006 2005

ZRYKE IEERE

Audited Audited

BE% BEE

HK$'000 HK$%'000

Fix FEL

Turnover ot 4,523,826 4574079

Gross profit EH| 899,886 1,086,360

Net profit for the year  AFELEF 532,046 702,048
EPS Hhs & F|

- Basic —EHK HK$1.15:8 7T HK$1 545 T

- Diluted ] HK$1.13#8 HK$1 .50/ 7T
DPS BREE

- Interim — 8] HK$0.23;& 77 HK$0.233 T

— Final — R Hi HK$0.2558 7T HK$0.25:3 7T

AHERBRLE - —FFAE58
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Financial Highlights
MIERE

For the year ended 31 December
HEF-H=+—BIL¥H

Analysis of gross, operating and
net profit margins (%)
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Turnover by geographical segments Turnover by husiness segments
EiESENY 2B R REBTEAN 2B R

Others Hfth 1%

USA 6 1.9%
Europe Sl 4.5%
Hong Keng & 4.6%
Japan B 3%

South Korea T8 5% —

1

/

3% Electronic Consumer
China % & 80% Prodfjucls .
BEHRER
97% LCOD Products
BRREBRTRER

Others Btk 1%

UsSA B 1%

Europe Bl 3%
Hong Kong &8 3%
Japan B 4%

South Korea Fi% 13% —- /
)

2005 4% Electronic Consumer
Products
China PE 75% BT HRESR

9¢% LCD Products
RS ER
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The Chairman’s Statement |

EEHRES

Dear shareholders,

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

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

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

With more hands-on experiences in developing new
customers and products for automotive, industrial and
equipment applications, since 2004 the Group has been
making good progress in penetrating into these markets.
We are about to deploy some standing technical support
and engineearing staff overseas such as the UK to help
boost the sales to Europe and the US. Togather with the
sirengthened marketing force in these areas, we have no
doubt about its huge and positive contributiens to the
Group's profitability and business performance in the
very near future.

Truly Internatienal Holdings Limited » Annual Report 2006
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INCREASE OF MORE THAN HK$50 MILLION IN
R&D AND RELATED PRODUCTION
OVERHEADS FOR THE NEW TFT PRODUCTION
FACILITIES

As previously announced, the Group, through a turn-key
contractor, commenced the construction of a new TFT-
LCD preject in the middle of 2004, which is expected to
have a final total cost in the region of HK$1.5 billion. The
overall progress of the project is on schedute, with the
construction of the factory building completed in October
2006 and equipment since being installed in stages. The
principal equipment is expected to arrive from overseas
in three shipments in March 2007 and it is currently
projected that pilot preduction will commence in June
2007,

The Company had included as expenses in its
consolidated financial staternents for the year ended 31
December 2006 (1] the R&D expenses of approximately
HK$40 million directly incurred for the TFT-LCD project
and [2] the expenses of approximately HK$15 miltion
represented by certain raw materials and producticn
costs incurred in the R&D of the production know-how
for the project. Tegether they represent all of the R&D
expenses incurred in 2004 for the TFT-LCD project. With
the general increases of production overheads,
distribution costs, staif costs, administrative expenses
and finance costs during the year, both gross ang net
profit margins were therefore reduced to a large extent
especially in the last two quarters.

PROSPECTS OF TRULY’S TFT BUSINESS

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

With the sirong order books on hand, we are confident of
maintaining a satisfactory growth momentum in the
short and medium terms, We believe the pressure on
both the gross and net profit margins will be gradually
reduced in the tong run.

18 N7 #150,000,000i& TAEARTFT
RWZHBRRENEEREZA
MEERA

MREAH DA REER_BEAETAR
—RXEABRY THE—RHTFT-LCOHEE
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A AERREEE - BEAEURTFT-LCDHA
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The Chairman’s Statement
FEREE

TRULY KEEPS INVESTING IN HUMAN
RESOURCES

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

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

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

Lam Wai Wah, Steven
Chairman

Hong Kong, 29 March 2007
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Management Discussion and Analysis

CEE R E b

BUSINESS REVIEW

In 2006, the sales of the Group's core business, LCD's
have maintained its expansion pace for the {irst three
quarter period. It was however the first time in a number
of years that the fourth quarter [2006] was under-
perfarmed over the same quarter last year (2008). The
sales mix in that period was also not favourable in the
sense that the TFT assembly business (in fact of a lower
profit margin| was in the absclute majority. Together with
the previously mentioned R&D expenditure and related
costs in connection with the new TFT-L.CD project, the
fourth quarter results were extremely undesirable. We
believe these one-off events based on prudence’s
grounds are not geing to happen in 2007 and the years to
come.

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

With the anticipated continucus appreciation of Renminbi
["RMB"] in the foreseeable future, the Group, having its
manufacturing base in China and certain proportion of its
sales to the PRC domestic market, is facing another
challenge in respect of the currency risk. One of the
Group's PRC subsidiaries is entitled to obtain tax refunds
from the Chinese Tax Authority by the retention of a
significant portion of its retained profits in China as
additional investments, but the resulting imbalance of
inter-cornpany transactions have resulted in the
provision of an exchange difference charged to the profit
and loss account with a coerresponding increase in
exchange reserve credited to the shareholders’ equity.
The management has made some hedging
arrangements sclely to reduce this foreign currency
exposure for the day-to-day RMB transactions and for
the longer term as well.

EBEE

ZRENF REELOEBLCOZ HUERE
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Management Discussion and Analysis

EEENWRSD
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SEGMENTAL INFORMATION SEER
By geographical segments BHE S EE 5
Revenue by
geographical segments
1t B8 3 M A
2006 2005
ZRENRE —RE2RE
HK$"000 HK$000
TER TET
PRC R 3,620,501 3,433,219
South Korea [EE::S 226,908 587,549
Japan 2] 125,054 175,194
Hong Kong B 212,317 147,980
Europe BN 206,404 119132
Others Hid 132,642 110,285
4,523,826 4,574,079
By business segments REESEES
2006 ZEgEAE
LCD Electronic
products consumer
] products Consolidated
RTERER BTHBER 5=y
HK$'000 HK$'000 HK$ 000
T#xT T FiEx
REVENUE W es
External sales IhEH 4,403,989 119,837 4,523,826
RESULT EHE
Segment result SHRE 634,489 2,138 636,627
Unallocated corporate FoEZ AR
income 62,089
Unaltocated corporate KBz ARER
expenses (11,433)
Share of loss of an associate  JE{E —FE# 2 0] f518 - 1334) (334)
Finance costs MigHEH (35,746)
Profit befare taxation B #H A2 F) 651,183
Incore tax expense FR1GEE L (119,137]
Profit for the year AEE T 532,046

Truly International Holdings Limited

» Annual Report 2004




2005 —B2RhLE
LCD Electronic
products consumer
Ao products Consolidated
BT EER BrHRER Fa
HK$'000 HK$°000 HK$'000
TR FHERT FHIT
REVENUE Wi
External sates AN 4,389,588 184,491 4,574,079
RESULT et |
Segment result TEREMR 836,975 23,725 860,700
Unallocatad corparate FoBLZ L RIMA
income 16,139
Unallocated corporata EnilzRBA
expenses (1.092]
Impairment loss on FHHEIREY
availabte-for-sale BEEER
investments (7.800) - (7.800]
Impairment loss on property, % -BEREEZ
plant and equipment R EH - (6,377] (6.377]
Share of loss of an associate  ME{G —REEE 2 FIASIE - (382) {382]
Finance costs BHHER (19,683)
Profit hafore taxation B I AT F ] 841,505
Incame tax expense Frigfisz (139,457)
Profit for the year RFEERET 702.048
INVESTMENT, ASSETS AND LIABILITIES RE - AERAR

During the year, the Group acguired plant and machinery
amounting to HK$154 million and properties under
development amounting to HK$232 million for the
purpose of expanding its manufacturing capacity in the
China factory campus.

Total assets were increased by approximately 19% to
HK$4,095 miltion which comprised HK$2,139 million of
current assets, HK$ 1,404 million of property, plant and
equipment and HK$552 million of other long-term
assets. Total liabilities were about HK$1,729 million, of
which HK$1.482 million were currant liahilities and
HK$247 million were long term liabilities. The current
ratic was maintained at a healthy level of 1.4.

REFN-REARFEARENEERIMZE
B RBREISHBEL ZEERRE L kE

E2328ET 2 RRTM%-.

EEELFRI9%RELNSSEHT B hHE

21 3EETRBAE 14 LIEETME BER
RSBttt RPEE-BARNS
17.29EH T B R4 2EETRBRER
2ATEATLEHAM R REREI 42 BE

KFe

MAEMAMLE - —REAEFH



Management Discussion and Analysis

EBENWmED M

LIQUIDITY AND FINANCIAL RESOURCES
Turnaver for the year were decreased by 1%. Nat profit
for the year and earnings per share were decreased by
24% and 25% raspectively.

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

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

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

GENERAL

During the year, the Company issued 10,132,000 ordinary
shares of HK$0.1 each under share option scheme at
HK$2.196 per share, for a consideration of
HK$22.249,872. The new shares rank pari passu with the
existing shares in all respects and the issued share
capital of the Company was accordingly increased to
HK$46,829,653 at 31 Decernber 2006.

The state of the Group's current arder books is very good.

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

Additions to fixed assets mainly in properiies under
development and plant and machinery were
approximately HK$460 million. Thera were no material
disposels of fixed assels during the year. As at 31
December 2006, the Group had no pledge or mortgage
on its fixed assets.

Truly International Holdings Limited - Annual Report 2004
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More than 8,000 warkers and staff are currently
employed in our Shan Wei factory in China and around 90
personnel in the Group’s Hong Kang office. Total staff
costs for the year were approximately HK$242 million.

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

OUTLOOK

Starting from 2047, apart from our dominant position in
the China display market, we will be also seeing a
notable recovery of the Group's sales to other
geographical segments including Europe, South Karea
and Japan. These markets were used to be our key
customer bases of businesses with promising profit
margins and huge turncver growth potential. Provided
that these customers are supplied with the right
products to their respective markets, delivered just-in-
time and to the right places to reduce costs and at
mutually competitive prices, these important markets
will be our growth engine especially in TFT applications
at least up to the next decade.

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

IREF IS 0008 TARER T BR A NEL R
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Management Discussion and Analysis

BEEENWR DM

DIVIDENDS

The directors recommend the payment of a final dividend
for the year ended 31 December 2006 of 25 HK cents per
share [2005: 25 HK cents) to shareholders whose names
appear on the Registar of Members on 27 April 2007. It is
expected that the final dividend payments will be made to
shareholders on 14 May 2007. The final dividend together
with the interim dividend of 23 HK cents per share [2005:
23 HK cents] paid in October, 2006, makes a total
dividend for the year of 48 HK cents per share (2005: 48
HK cents).

The total dividend payout ratio for the year was about
£2%.

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 szles and
purchases of the Group respectively.

As at 31 December 2006, none of the directors, their
assaciates, or any shareholders which to the knowledge
of the direciors 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 paragragh.

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

Mr. Lam Wai Wah, Steven, aged 54, is the Chairman and
Managing Directer of the Company. He is the founder of
the Group and has over 30 years of experience in the
electronics industry. He is primarily responsible for the
formulation of the Group's overall strategic planning and
business development.

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

Mr. Li Jian Hua, aged 43, is the Head of the Group's LCO
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 metor car manufacturer in
Guangzhou City, the PRC for almost two years.

Mr. Chung Kam Kwang, aged 4%, 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 Keong and is members of the Hong
Kong Institute of Certified Public Accountants and the
Australian Society of Certified Practising Accountants
and a council member of the Macau Society of Certified
Practising Accountants. Mr. Chung has extensive
experience in accounting and financial management and
has been the independent Non-executive Director,
management consultant and Company Secretary of a
number of listed companies in Hong Kong.

Mr. Ip Cho Ting, Spencer, aged 48, is an independent
Non-executive Director and members of the Group's
Audit, Rermuneration and Nomination Committees. He is
the holder of a Bachelor of Science degree from the
University of Wiscensin, Graen Bay, US A Mr Ipisa
member of the Institute of Financial Planner of Hong
Kong and is the Senior Financial Advisor of a
professional insurance company in Hong Kong.

Mr. Heung Kai Sing, aged 58, is an independent Nen-
executive Director and members of the Group's Audit,
Remuneration and Nomination Committees. He has
experience in textile industry.
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Management Discussion and Analysis

EEENWRE DN

Mr. Ng Sui Wa, Thomas, aged 44, is the Group’s Chief
Financial Officer and the Finance Director of Truly
Semiconducters Limited. He gradusted from the
University of Hong Kong and is a fellow member of the
Association of Chartered Certified Accountants. Mr. Ng
joined the Group in 1996 and has almost 20 years of
experiences for working in an international accounting
firm and in the commercial and industrial sectors.

By Order of the Board
Lam Wai Wah, S5teven
Chairman

Hong Kong, 29 March 2007
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Directors’ Report
EEEHESE

The directors present their annual report and the audited
financial statements for the year ended 31 December
2006.

PRINCIPAL ACTIVITIES

The Company acts as an investment halding company. Its
subsidiaries are principally engaged in the manufacture
and sale of liquid crystal display products and electronic
consumer preducts including MP3 players, calculators,
electric toothbrush and electronic components.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31 December
2006 are set out in the consolidated income statement on
page 30.

An interim dividend of 23 HK cents per share, amounting
to HK$107,640,000, was paid to the shareholders during
the year.

The directors now recommend the payment of a final
dividend of 25 HK cents per share to the shareholders of
the Company whose names appear on the register of
members on 27 April 2007, armounting to
HK$117,249,000, and the retention of the remaining
profit of HK$307,157,000 for the year.

PROPERTY, PLANT AND EQUIPMENT

During the year, the Group acquired plant and machinery
and properties under development amounting to
HK$156,000,000 and HK$232,000,000 respectively for the
purpose of expanding its manufacturing capacity in Shan
Wei City, Guangdeng 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 16 io the consolidated financial statemenits.

SHARE CAPITAL

Details of movernents during the year in the issued share
capital of the Company ara set out in note 28 to the
consolidated financial staterments.
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Directors’ Report
EEEREE

DISTRIBUTABLE RESERVES OF THE COMPANY
The Company’s reserves available for distribution to
shareholders as at 31 December 2006 were as follows:

KRR 277 kER
RoRBAEF=A=1 0 KDEAHEF
BRI Z T

2004 2005

Z|RARE —EERE

HK$ HK$

BT BT

Share premium AR 15 4 (8 300,668 279,431
Special reserve Rl 17,409 17,409
Retained earnings RE&F 21,294 18.254
339,371 315,094

Under the applicable laws of the Cayman Islands, the
share premium of the Company is available for
distributions or paying dividends to shareholders subject
to the provisions of its Memorandum or Articles of
Association and provided that immediate following the
distribution or paying dividend the Company is able to
pay its debts as they fall due in the ordinary course of
business.

The special reserve of the Cornpany 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.
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DIRECTORS
The directors of the Caompany during the year and up to
the date of this report were:

Executive directors:
Lam Wai Wah, Steven
Wong Pong Chun, James
Cheung Tat Sang, James
Li Jian Hua

Independent non-executive directors:
Chung Kam Kwong

Heung Kai Sing

Ip Che Ting, Spencer

In accordance with Articles 100 and 120 of the Company's
Articles of Association, Li Jian Hua, Chung Kam Kwong
and Heung Kai Sing retire and, being eligible, offer
themselves for re-election.

The independent non-executive directors are appointed
for a specific term of one year and subject to retirement
by rotation in accordance with the above articles.

No director proposed far 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, wheiher directly or
indirectly, subsisted at the end of the year or at any time
during the year.
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Directors’ Report

EEEHREE

DIRECTORS’ INTERESTS IN SHARES AND

UNDERLYING SHARES

At 31 December 2006, the interests of the directors and
their associates in the shares and underlying shares of
the Company and its associated corparations, as
recorded in the register maintained by the Cempany
pursuant to Section 352 of the Securities and Futures

Ordinance, or as otherwise notified to the Company and W
The Stock Exchange of Hong Kong Limited pursuant to

the Modet Code for Securities Transactions by Directors

of Listed Companies, were as follows:

Long positions

H¥a

HEZROREEROER

BERLRERBRS R REIEFIBIS2EMET
ZRMeRe SR LT A AR IHETTEF L
BHERETRD AN RLRAREERE R R
FARAF RBBRE+TAZ+—R HER
HBERARFGzEzcaORTRERRNES

fa)  Ordinary shares of HK$0.1 each of the Company [a)] ZFARSREEC1ETZHER

Percentage of

Number of the issued
issued ordinary share capital
shares held of the Company
Name of director Capacity iz 4T ERLFZE
HEgS g2 LTERMA BREFBESL
%
Lam Wai Wah, Steven Beneficial owner 206,448,000 4408
MiEE MasmEE A
Held by spouse [note 1] 12,450,000 2.66
mAERE ()
218,898,000 46.74
Wong Pong Chun, James  Beneficial owner 680,000 0.15
mAEK WEFEEA
Held by spouse (note 2] 100,000 0.02
B Ac B (H1iE2)
780,000 017
Cheung Tat Sang, James  Beneficial owner 800,000 0.17
iz nREAA
Li Jian Hua Beneficial owner 1,144,000 0.24
TR TEER A
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DIRECTORS' INTERESTS IN SHARES AND
UNDERLYING SHARES /continued)

b}

ESCROREEROAER @)

Long positions {continued] HE 4
Share options (b}
Number of Number of
Name of director Capacity options held underlying shares
iig:ig: % &9 sz lBRRAEE HERBWAR
Lam Wai Wah, Steven Beneficial owner - -
ANEES HEHGA
Wong Pong Chun, James  Beneficial owner 8,900,000 8,900,000
g MEHEHE A
Cheung Tat Sang, James  Beneficial owner 11,600,000 11,600,000
flretdea wEHBA
Li Jian Hua Reneficial owner 4,400,000 4,400,000
T TEHEA A
Held by spouse [nate 3] 4,400,000 4,400,000
B Ac B 1547 (HTEER)
29,300,000 29,300,000

Notes:

Lam Wai Wah, Steven s deemed to be interested in 12,450,000
ordinary shares of the Company, being the interests held
beneficiaily by his spouse, Chung King Yee, Cecilia.

Wong Pong Chun, James is deemed Lo be interested in 100,000
ordinary shares of the Company, being the interests heid
beneficially by his spouse, Lai Ching Mui, Stella.

Li Jian Hua is deemed to be interested in 4,400,000 share
opttans of the Company, being the interests held beneficially by

his spouse, Gue Yu Yan.

Other than as disclosed above, none of the directors nor
their associates had any interests or shori positions in
any shares and underlying shares of the Company or any
of its associated corporations as at 31 December 2004.
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Directors’ Report

EERHEE

SHARE OPTIONS

Particulars cf the Company’s share opticn schemes are
set out in note 32 1o the consalidated financial

statements.

The following table discloses movements in the
Company’'s share options during the year:

el
HRAD MBS0 2 SRR BB RE
HisEFI2A-

TREBHLFBEAERERNZ 28

Number of Number of
options options
outstanding at Granted Exercised outstanding at
Option beginning of year during during end of year
type REDEHRITE the year theyear RERHRTE
BRAEN BRAENA FARY FRTE BEREHE
Category 1: Directors
F-RNE
Lam Wai Wah, Steven 2001 6,900,000 - (6,900,000] -
g
Wong Pong Chun, James 2001 790,000 - (790,000l -
HAME 2003 4,400,000 - - 4,400,000
2006 - 4,500,000 - 4,500,000
Cheung Tat Sang, James 2001 3,700,000 - (1,000,000 2,700,000
RiEE 2003 4400000 - - 4,400,000
2006 - 4,500,000 - 4,500,000
Li Jian Hua [Note] 2003 8,800,000 - - 8,800,000
FRE (i)
28,990,000 9,000,000 (8,690,000) 29,300,000

Note:  LiJian Hua is deemed ta be interested in 4,400,000 2003 shares
options, being the interests held beneficially by his spouse, Guo

Yu Yan.
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SHARE OPTIONS /continued]
Category 2: Substantial shareholder

Other than the share options held by Lam Wai Wah,

R
EoW TERE

B U EREMBESHE ZBRES T0T

Steven as disclosed above, no share option has been BEEET ZRRIETERE-
granted to other substantial shareholders.
Number of Number of
options options
outstanding at Granted Exercised outstanding at
Option beginning of year during during end of year
type REDERTE the year the year RERMKTHE
B AR BEREA FRRY FRTE MEEHA
Category 3: Employees 2601 2,705,000 - [1,442,000] 1,263,000
=R ER 2003 26,400,000 - - 26,400,000
2006 4,500,000 - 4,500,000
29,105,000 4,500,000 (1,442,000) 32,163.000

The weighted average closing price of the Company’s
shares immediately before the dates on which the
options ware exercised was HK$10.27.

ARRANGEMENT TO ACQUIRE SHARES OR
DEBENTURES

Other than the share option schemes disclosed above, at
no time during the year was the Company or any of iis
subsidiaries a party to any arrangements 1o enable the
direciors of the Company to acquire benefits by means of
the acquisition of shares in, or debentures of, the
Company or any other bedy corporate.
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Directors’ Report
ESERESE

SUBSTANTIAL SHAREHOLDERS

As at 31 December 2006, the register of substantial
shareholders maintained by the Company pursuant to
Section 336 of the Securities and Futures Ordinance
shows that other than the interests disclosed above in
respect of Lam Wai Wah, Steven, the following
shareholders had notified the Company of relevant
interests in the issued share capital of the Company.

Long positions
Ordinary shares of HK$0.1 each of the Company

EFERR

RO XHERAERMEERET ZERN RS
nERBESREEAEIEMERTFZER
BREZLHARE BEZ-FFR E+A=+
—B TIHEREHEZARARR LR 2R
TRATRA AEAERS.

wR
FRE)EREEDETE i@

Percentage of

Number of theissued share

issued ordinary capital of

shares held the Company

Name of shareholder Capacity iz 2 BT HELTZE

BREE 553 EEEEA BRITREET2LL

%

Chan Kin Sun (Note) Beneficial owner 28,900,000 617
R i 3 (BT aE) TWaEF A

Held by spouse 9.856,000 2.10
HECERS

38,756,000 8.27

Chan Lai Lan Beneficial owner 25,896,000 553
R TEHA A

Note:  Chan Kin Sun and his spouse, Cheng Kwan Ying, Jennifer, are

deemed to be interested in 38,756,000 shares of the Company.

Other than as disclosed above, the Company has not
been notified of any other relevant interests or short
positions in the issued share capttal of the Company as
at 31 December 2006,

EMOLUMENT POLICY

The emalument policy of the employees of the Group is
set up by the Rernuneration Committee on the basis of
their merit, qualifications and competence.

The emoluments of the directors of the Company are
decided by the Remuneration Committee, having regard
to the Company’s operating results, individual
performance and comparable market statistics.

The Company has adopted share option schemes as an
incentive to directors and eligible employees, details of
the schemes are set out in note 32 to the consolidated
financial statements.
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PRE-EMPTIVE RIGHTS

There are ne pravisions for pre-emptive rights under the
Company's Articles of Association, or the laws of Cayman
Islands, which would oblige the Company to offer new
shares on a pro-rata basis ta existing shareholders.

PURCHASES, SALES OR REDEMPTION OF
LISTED SECURITIES

There was no purchase, sale ar redemption of the
Cormpany’s listed securities by the Company or any of its
subsidiaries during the year.

MODEL CODE

None of the Directors of the Company is aware of
information that would reasonably indicate that the
Company was not in the year under review in compliance
with the Model Code for Securities Transactions by
Directors of Listed Issuers as set out in Appendix 10 to
the Rules Governing the Listing of Securities [the "Listing
Rules”] on the Stock Exchange of Hong Kong Limited.

AUDIT COMMITTEE

The Company has an Audit Cemmittee which was
established in accordance with the code provisions of the
Corporate Governance Code [the "Code”] for the
purposes of reviewing and providing supervision over the
Group's financial reporting matters and internal controls.
The annual results of the Group for the year ended 3
December 2004 has been reviewed by the Audit
Carnmittee which comprises all the three independent
non-executive directors namely Mr. Chung Kam Kwong
(being the Chairmanl, Mr. Ip Cho Ting, Spencer and Mr.
Heung Kai Sing, and Mr. Weng Pong Chun, James, an
executive director, as members. They meet at least four
times g year.

The Group has recaived, from each of the independant
nen-executive directors, an annual confirmation of his
independence pursuant to Rule 3.13 of the Listing Rules.
The Company considers all of the independent non-
executive directors are independent.
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Directors’ Report
EEEREE

REMUNERATION AND NOMINATION
COMMITTEES

The Company has a Remuneration Committee and a
Nomination Committee respectively which were
established in accerdance with the relevant requirements
of the Code. The two Committees are chaired by Mr.
Chung Kam Kwong, an independent non-executive
director and comprise three other members, namely Mr.
Ip Cho Ting, Spencer and Mr. Heung Kai Sing, being
independent non-executive directors and Mr. Wong Pong
Chun, James, an executive director of the Company.

CORPORATE GOVERNANCE

We have complied with all the applicable code provisions
set gut in the Code on Corporate Governance Practices in
Appendix 14 of the Listing Rules throughout the year
ended 31 December 2006, except for @ majer deviation as
below:

. Code Provision A.2.1—The roles of the Chairman
and the Chief Executive are not separated and are
performed by the same individual, Mr. Lam Wai
Wah, Steven. The Board will meet regularly to
consider major matters affecting the operations
of the Company. The Board considers that this
structure will not impair the balance of power and
authority between the Board and the
management of Company and believes that this
structure will enable us to make and implement
decisions promptly and efficiently.

SUFFICIENCY OF PUBLIC FLOAT

The Company has maintained a sufficient public float
throughout the year ended 31 December 2005.

DONATIONS

During the year, the Group made charitable and other
donations amounting to HK$20,786,000.
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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 Xong, 29 March 2007
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Independent Auditor’s Report

BUZBMKES

Deloitte.
=2

TO THE SHAREHOLDERS OF
TRULY INTERNATIONAL HOLDINGS LIMITED
fincorporated in the Cayman Islands with limited Uability/

We have audited the censclidated financial statements of
Truly International Holdings Limited {the "Company”] and
its subsidiaries [collectively referred as the "Group”] set
out on pages 30 to 87, which comprise the consolidated
balance sheet as at 31 December 2806, and the
consolidated income statement, the consolidated
statement of changes in equity and the cansaolidated cash
flow statement for the year then ended, and a summary
of significant accounting policies and other explanatary
notes.

DIRECTORS’ RESPONSIBILITY FOR THE
CONSOLIDATED FINANCIAL STATEMENTS
The directors of the Company are responsible for the
preparation and the true and fair presentation of these
consolidated financial statemenis in accordance with
Hong Kong Financial Reporting Standards issued by the
Hong Kong Institute of Certitied Public Accountants and
the disclosure requirements of the Hong Kong
Companies Ordinance. This responsibility includes
designing, implementing and maintaining internal
control relevant to the preparation and the true and fair
presentation of the consolidated financial statemeants
that are free from material misstaternent, whether due to
fraud or error; selecting and applying approgriate
accounting policies; and making accounting estimates
that are reasonable in the circumstances.
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Independent Auditor’s Report

BYBHMBES

AUDITOR’'S RESPONSIBILITY

Qur responsibility is to express an opinion on these
consolidated financial statements based on our audit and
to report our opinion solely to you, as a body, and for no
other purpcse. We do not assume responsibility towards
or accept liability to any cther person for the contents of
this report. We conducted our audit in accordance with
Hong Kang Standards en Auditing issued by the Hong
Kong (nstitute of Certified Public Accountants. Those
standards require that we comply with ethical
requiremests and plan and perform the audit to obtain
reasonable assurance as to whether the consolidated
financial statements are free from material
misstatement.

An audit involves performing precedures to obtain audit
evidence about the amounts and disclosures in the
consolidated financial statements. The procedures
selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatemnent of the
consolidated financial statements, whether dua to fraud
or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s
preparation and true and fair presentation of the
consolidated financial statements in order to design
sudit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an
gpinion on the effectiveness of the entity’s internal
control. An audit also includes evaluating the
appropriateness of accounting policies used and the
reasonableness of accounting estimates made by the
directors, as well as evaluating the overall presentation
of the consolidated financial statements,

We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our audit
opinion.

OPINION

In our opinion, the consclidated financial statements give
a true and fair view of the state of affairs of the Company
and of the Group as at 31 December 2006 and of the
Group's profit and cash flows for the year then ended in
accerdance with Hang Kong Financial Reperting
Standards 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
29 March 2007
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Consolidated Income Statement

e WX

For the year ended 31 December 2004
BE-FOAEF-_A=Z+—B1HFR

2004 2045
e “EFEOE
Notes HK$ 000 HK$'000
fia FET Fi&ET
Revenue g 4 4,523,826 4,574,079
Cost of sales HENE (3,623,940) [3,487,719)
Gross profit EF 899,886 1,086,360
Other income Hbug A 8 79,125 27.438
Administrative expenses T (218,062) (164,459)
Distribution costs A AR (73,666) (73.592]
[mpairment toss on EHERE ZRERS
available-for-sale investments - {7.800]
Impairment loss on preperty, mE-BE RREY
plant and equipment REEE - (6,377
Share of loss of an associate FEE—REE D FEE (334) (382]
Finance costs M NA 9 (35,746) (19,483)
Profit before taxation B 14 Al St F) 651,183 841,505
[ncome tax expense FrigiR s d 10 (119,137 (139,457]
Profit for the year FERHEF i 532,046 702,048
DIVIDENDS ®a 14 222,266 209,954
EARNINGS PER SHARE sREH 15
Basic 9N HK$1.158 7 HK$1 5481
Diluted gl HK$1.138 T HK$1.507% 7T
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Consolidated Balance Sheet

REEERER

At 31 December 2006
RoFEXNFES-—A=+—8

2004 2005
—22xF —BERF
Notes HK$'000 HK$ 000
Bst FER FHETT
NON-CURRENT ASSETS FEREEE
Property, plant and equipment WA R REE 18 1,403,720 1,091,452
Prepaid lease payments FAfTHERE
— nen-current — 3ERE) 17 99,089 98,247
Intangible assets BEREE 18 13,355 19.402
Gaodwill 5% 413 413
Interest in an associate —FKEE LR ZHEE 19 818 1,086
Available-for-sale investments Al 1R 20 10,500 -
Deferred tax assets EEIAE & 27 836 415
Deposits paid for acquisition RERENE - BER
of property, plant RIBE TS
and equipment 427,238 60,592
1,955,989 1,271,627
CURRENT ASSETS RBEE
Inveniories =g 21 519,078 549,994
Prepaid lease payments — current  TANHERCE-7E 17 2,598 2,456
Trade and other receivables FEURRR 1A B
Hith W kT8 22 586,704 753,253
Amount due from an associate FEl—RESQFRMA 23 352 447
Tax recoverable A4 [ £ IR 11,592 1,947
Bank batances and cash RiTiE RS 24 1,018,228 848,436
2,138,552 2,156,553

RIDRAMLE + ZFFAEFR



Consolidated Balance Sheet

GEEERER

At 31 December 2005
RoPRAFEF=-A=+-8

2004 2005
—REAEF —EERE
Notes HK$'000 HK$ 000
ot T FiET
CURRENT LIABILITIES REBAE
Trade and other payables FEBRIER,
Hib AR 25 863,786 921,751
Tax liabilities HIHEAE 51,308 98,728
Bank borrowings RITIEE 26 566,696 181,937
1,481,790 1,202,426
NET CURRENT ASSETS AHEETRER 656,762 954,127
TOTAL ASSETS LESS BESEEZ
CURRENT LIABILITIES hBAaR 2,612,751 2,225,754
MNON-CURRENT LIABILITIES *REBEME
Bank borrowings RITIEE 26 207,844 249,559
Deferred tax babilities EEHEA A 27 38,905 38,150
246,749 287,709
2,366,002 1,938,045
CAPITAL AND RESERVES BER#E
Share capital R 28 46,830 45,816
Raserves i i 2,319,172 1,892,229
2,366,002 1,938,045

The financial statements on pages 30 to 87 were
approved and authorised for issue by the Board of
Directors on 29 March 2007 and are signed on its behalf

by:

Lam Wai Wah, Steven
MR

DIRECTOR

B
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DIRECTOR
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Consolidated Statement of Changes in Equity

LERERER

For the year ended 31 December 2006
HE-QOAE+-A=+—HiItFH

Share Capital
Share Share option  Spacial redemption  Exchange Other  Retajned
capital premium  reserve  reserve  reserve  reserve reserves  profils Total
#sRE
Bx  BftEM REEER HEHER R AEHRE HLBR  REEH &i
HK$000  HKSOD0  HKSO00  HK$000  HKBO0D  HAS000  HKEOOD  HKSTOD  HK$O000
Tén fEn  Tar TEr Téx TEn FEn TER TEn
[note ] [note b
(Hfzta) (Histn)
A1 January 2633 R-225§-R-A 85,165 265840 - 990 B2 1316 - 109358 1407937
Exchange differences arising EEENIRERHEL2H
ontranslaton of foreign ~ EEBRCHBER
aperations and total BRI MARE
income directly
recognised in squity - - - - N8 - AN
Projit for the year RERAK - - - - - - - 02048 702,048
Total recognised income.~ ZEFCHERALE
for the year - - - - - um - 208 TH8
Shares issued at premium  RREFTRE 48 135 - - - - - - UM
Transler LE - - - - S Vi T ] -
Dividends paid 2fiRe - - - - -8R (1093541
At 31 December 2005 ROSRRETCAST-H 458 M4 - 90 g2 BT IBMI 146007 1938045
Exchange dilferences arising EHSNIRERHAELH
anteaeslation of foreign ~ EERRBREAA
operations and tofal BEREsHALY
income directly
recognised In 2quity - - - - B - 83326
Profit for the year REFEN - - - - - S0k 532046
Tolel recogrised income oy FERCERUARR
the year - - - - 85926 - S0a EITAT
Shares issued al gremium  {TEB TR mE o am - - - - - - i
Recognition of equity-settled BriziERY
shart based payment HEBEAZBE - - oo - - - - - 10000
Transfer a3 - - - - - W18 [e67) -
Drnidends paid giRe - - - - - - - ) (26
At 31 December 2004 RZS¥AETZAZ+-0 44,820 200,660 10,000 990 82 112,035 219,730 9,675,667 2,366,002

MHUREHALE « —SPAEEFH



Consolidated Statement of Changes in Equity
GEEREHR

For the year ended 31 December 2004
BE-QQNF+- A=+ —BIFE

Notes:

la)

]

The special reserve represents the difference between the
nominal value of the shares of the subsidiaries acquired and
the norminal value of the Company’s shares issued for the
acquisitions.

Other reserves comprises stalutory surplus reserve and
enterprise expansion reserve of the subsidiaries established in
the People’s Republic of China other than Hong Kong [the
"PRC"}. According to the Articles of Association of the PRC
subsidiaries, a percentage of net profit as reported in the PRC
slatutory accounts should be transferred to statulory surplus
reserve and enterprise expansion reserve determined at the
discretion of the board of directors of these companies. The
statulory surplus reserve can be used to set off accumulated
loss whilst the enterprise expansion reserve can be used for
expansion of production facilities or increase in registered
capital.

Truly International Holdings Limited - Annual Report 2006
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Consolidated Cash Flow Statement

GEBERER

For the year ended 31 December 2004
BE-QGOAFF-A=+—HIEFH

2006 2005
—ResE —ETRHF
HK$'000 HK$'000
FiBx THEL
OPERATING ACTIVITIES BEER
Profit before taxation BBiAaF 651,183 841,505
Adjustments for: HE:
Interest income FLEW A (20,546) {14.536)
Share-based payment expenses FARR (D REEHE 2
(PB4 10,000 -
Amortisation of development HMETRES N
expenditure 10,625 9,453
Amortisation of trademarks B AR 262 344
Degreciation and amortisation TRz
of property, plant and equipment MR R AR 173,135 148,904
Amortisation of prepaid AN HERR
lease payments 2,598 2,456
Loss on disposalfwrite-off of L REE BB R
property, plant and equipment Bz EE L7 4197
Gain on disposal of prepaid HERNHE A RS
lease payments (2,191) -
Release of government grant B2 BR BT HE RN (629) [1.856!
Impairment loss on aHERE s
available-for-sate investments WEEE - 7.800
trmpairment loss on progerty, W BERREL
plant and equipment HIEEA - 6,377
Finance costs Bsim 35,766 19,683
Share of results of an associate FE{G - RKERE R TEA 334 382
Operating cash flows before REBREESRETAIZ
movements in working capital BERERE 841,008 1,024,711
Decrease lincrease] in inventories FHRE L (Eh) 53,465 [1D1,045)
Decrease increasel in trade and FE W R TR B H R IR
other receivables b (18 0) 197,341 (196,842}
[Decrease) increase in trade and FET RS R H Ak FE A 50R
other payables (B) 8im 157,196) 413,051
Effect of realignment of REERZEH
foreign exchange rate 4,122 3.679
Cash generated from operations BEREEMMT R 1,058,740 1,143,514
Heng Kong Profits Tax paid EREENGEH (74,209) (35,619]
PRC Enterprise Income Tax paid CPEEEMER 103,3771 (37,986)
Hong Kong Profits Tax refunded ROEFRFFH 1,871 -
Overseas tax refunded RMF MR - 135
NET CASH FROM EERBAELZ
OPERATING ACTIVITIES BERAL 883,025 1,070,044

MARRHAMLE + —SEAFFEH



Consolidated Cash Flow Statement

SRERHERER

For the year ended 31 December 2004
MEF-_QPRANEF-A=+—HYFH

20046 2005
THERE —EThF
HK$ 000 HK$000
FiET THEL
INVESTING ACTIVITIES BB
Purchase of property, BEYE WEREH
plant and equipment (460,194) (434,767
Increase in depesits paid for WHENE - BERERHEZ
acquisition of property. plant [SRT R Pl
and equipment (366,648) (60,592]
Addition of prepaid lease payments  FA{ TSI L (7,667 (12,923
Acquisition of intangible assets WigER EE (4,840) (403)
Interest received EHFE 20,544 14,536
Decrease in short-term = HARE W B SR b
loans receivable - 1,500
Amount repaid from an associate —HKEBE LR ICE 95 624
Purchase of available-for-sale BEIHEHERE
investments (10,500) -
Proceeds from disposals of HE AR ERIE
prepaid lease payments FriF A 7,050 -
NET CASH USED IN INVESTING REEBFIERAZ
ACTIVITIES BHREASE 822,156} (492,027}
FINANCING ACTIVITIES RERE
Repayment of bank berrowings BRRITEE 1138,486) [236,226]
Dividend paid BT R 1222,266] (209,954]
Interest paid on bank borrowings EARITIEERE 135,766) (19,466
Payment of obligations REBOESAEK
under finance leases - {10,639)
Interest paid on obligations EftRERNOEEZFIE
under finance leases - (217
New bank berrowings raised MERTEE 481,530 255,398
Proceeds from issue of shares ST S WA 22,251 14,219
NET CASH FROM [USED IN] REZBES (FIER) 2
FINANCING ACTIVITIES BERE 107,263 (206.885)
NET INCREASE IN CASH AND REERLEEEA
CASH EQUIVALENTS BinEE 168,132 371132
CASH AND CASH EQUIVALENTS EMzRER
AT BEGINNING OF THE YEAR HEZEHEEHR 848,436 476,012
EFFECT OF FOREIGN EXCHANGE ERSH 28
RATE CHANGES 1,660 1,292
CASH AND CASH EQUIVALENTS FHR2AER
AT END OF THE YEAR, HE&ZHEER
represented by bank balances BRTEFERHE
and cash 1,018,228 848,436

Truly International Holdings Limited - Annual Report 2004




Notes to the Consolidated Financial Statements

For the year ended 31 December 2006
BE_GRANF A=+ —HuFE

1.

GENERAL 1.
The Company was incorporated in the Cayman

Islands under the Companies Law of the Cayman

Islands as an exempled company. The Company is a
public limited company with its shares listed on The
Stock Exchange of Hong Kong Limited [the "SEHK").

The addresses of the registered office and principal

place of business of the Company are disclosed in

the section headed "General information” to the

annual report.

The consolidated financial statements are
presented in Hong Kong dollars, which is also the
functional currency of the Company.

The Company acts as an investment holding
company. Its sudsidiaries are principally engaged in
the business of manufacture and sale of liguid
crystal display ("LCD"] products and electronic
consumer products including MP3 players,
calculators, electric toothbrush and electronic
components.

APPLICATION OF NEW AND REVISED 2.
HONG KONG FINANCIAL REPORTING
STANDARDS

In the current year, the Group has applied, for the
first time, a number of new standard, amendrneant
and interpretations ["new HKFRSs™] issued by Lhe
Hong Kang Institute of Certified Public Accountants
[the "HKICPA"] which are either effective for
accounting periods beginning an or after 1
December 2005 or 1 January 2006. The adoption of
the new HKFRSs had no material effect on how the
results and the financial position for the current or
prior accounting periods have been prepared and
presented. Accordingly, no pricr period adjustment
has been required.

The Group has not early applied the following new
standards, amendment or interpretations that have
been issued but are not yet effective. The directors
of the Campany are in the process of assessing the
potential impact and so far concluded that the
application of these new standards, amendmerit or
intarpretations will have no material impact on the
results and the financial position of the Group.
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Notes to the Consolidated Financial Statements

For the year ended 31 Decembar 2004
BE-FFNE+ A=+ —HUEFE

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS /continued)

HKAS 1 [Amendment] Capital Disclosures’

HKFRS 7

HKFRS 8
HK(IFRIC] - Int 7

HKIIFRIC) - Int 8
HK(IFRIC] - Int 9
HK({IFRIC] - Int 10

HKIIFRIC] - Int 11

HKIIFRIC] - Int 12

Financial Instruments:
Disclosures!

Operating Segments?

Applying the Restatement
Approach under HKAS 29
Financial Reporting in
Hyperinflationary
Economies?

Scope of HKFRS 24

Reassessment of Embedded
Derivatives®

Interim Financial Reporting
and impairment®

HKFRS 2 - Group and
Treasury Shares
Transactions’

Service Concession

Arrangements®

Effective for annual periods beginning on or after 1 January 2007
Effective for annual periods beginning on or after 1 January 2609
Effective for annuat periods beginning on or after 1 March 2004
Effective for annual periods beginning on or after 1 May 20046
Effective for annual periods beginning on or after 1 June 2006
Effective for annual periods beginning on or after 1 Novernber 2006
Effective for annual periods beginning on or after 1 March 2007
Effective for annual periods beginning on or after 1 January 2008

SIGNIFICANT ACCOUNTING POLICIES
The consolidated financial statements have been
prepared on the historical cost basis.

o ot W R =

The consolidated financial staternents have been
prepared in accordance with Hong Kong Financiat
Reporting Standards issued by the HKICPA. In
addition, the consolidated financial statements
tnclude applicable disclosures reguired by the Rules
Governing the Listing of Securities on SEHK and by
the Heng Keng Companies Ordinance.

Basis of consolidation

The consolidated financial statements incorporate
the financial statements of the Company and
entities controlled by the Campany [its subsidiaries].
Control is achieved where the Company has the
power to govern the financial and operating policies
of an antity 50 as to obtain benefits from its
activities.
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J. SIGNIFICANT ACCOUNTING POLICIES
{continued)
Basis of consolidation [continued]
The resulis 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.

Where necessary, adjustments are made to the
financial staternents of subsidiaries to bring their
accounting policies into line with those used by
other members of the Group.

Allinter-company transactions and balances within
the Group have been eliminated on consolidation.

Revenue recognition

Revenue is measured at the fair value of the
consideration received or receivable and represents
amounts receivable for goods provided in the
normal course of business, net of discounts and
sales related taxes.

Sales of goods are recognised when geods are
delivered and title has passed.

Interest incame from a financial asset is accrued on
a lime basis, by reference te the principal
outstanding and at the effective interest rate
applicable, which is the rate that exactly discounts
the estimated future cash receipts threugh the
expected life of the financial asset to that asset’s net
carrying amount.

Rental income from operating leases is recognised
in the consolidated income statement cn a straight-
line basis over the term of the relevant lease. Initial
direct costs incurred in negotiating and arranging
an operating lease are added o the carrying
amount of the leased asset and recognised as an
expense an a siraight-line basis over the tease
term,
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Notes to the Consolidated Financial Statements
e ERME

For the year ended 31 December 2004
HE-QOAES A= —BUEFER

SIGNIFICANT ACCOUNTING POLICIES
{continued]

Goodwill

Goodwill arising on an acquisition of & subsidiary for
which the agreement date is before 1 January 2005
represents the excess of the cost of acquisition gver
the Group's interest in the fair value of the
identifiable assets and liabilities of the relevant
subsidiary at the date of acquisition. For capitalised
gocdwilt arising ¢n acquisitions, the Group has
discontinued amortisation from 1 January 2005
anwards, and such goodwill is tested for
impairment annually, and whenever there is an
indication that the cash generating unit to which the
goodwill relates may be impaired.

Capitalised goodwill arising on an acquisition of a
subsidiary is presented separately in the
consolidated balance sheet.

For the purposes of impairment testing, goodwill
arising from an acquisition is allocated to each of
the relevant cash-generating units, or groups of
cash-generating units, that are expected to benefit
from the synergies of the acquisition. A cash-
generating unit to which goodwitl has been
allocated is tested for impairment annually, and
whenever there is an indication that the unit may be
impaired. For goodwill arising on an acquisition in a
financial year, the cash-generating unit to which
goodwill has been allocated is tested for
impairment before the end of that financial year.
When the recoverable amount of the cash
genarating unit is less than the carrying amcunt of
the unit, the impairment loss is allocaled to reduce
the carrying amount of any goodwill allocated to the
unit first, and then to the other assets of the unit
pro rata on the basts of the carrying amount of each
asset in the unit. Any impairment loss for goodwitl
is recognised directly in the consoclidated income
statement. An impairment loss for goodwill is not
reversed in subsequent periods.

On subsequent dispasal of a subsidiary, the
atiributable amount of goodwill capitalised is
included in the determination of the amount of
profit or loss on disposal.
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3. SIGNIFICANT ACCOUNTING POLICIES

lcontinued]

Interests in associates

An associate is an entity over which the investor has
significant influence and that is neither a subsidiary
nor an interest in a joint venture,

The resulis and assets and liabilities of associates
are incorporated in these consolidated financial
statements using the equity method of accounting.
Under the equity method, investments in associates
are carried in the consolidated balance sheet at cost
as adjusted for post-acquisition changes in the
Group's share of the net assets of the associate,
less any identified impairment loss. When the
Groug’s share of losses of an associate equals ar
exceeds its interest in that associate, the Group
discontinues recegnising its share of further losses.
An additional share of losses is provided for and a
liability is recognised only to the extent that the
Group has incurred legal or constructive obligations
or made payments on behalf of that associate.

Where a group entity transacts with an associate of
the Group, profits and losses are eiminated to 1he
exient of the Group's interest in the relevant
associate.

Property, plant and equipment

Property, plant and equipment, other than
properties under development, are staled at cost
less accumulated depreciation and any identified
impairment losses.

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.

Buildings are depreciated over the shorter of their
useful lives or the terms of respective leases.

Depreciation is provided to write off the cost of
property, plant and equipment, other than buildings
and properties under development, over their
estimated useful lives, and after taking into account
of their estimated residual vatue using the reducing
balance method.
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Notes to the Consolidated Financial Statements
Fe KRR ME

For the year ended 31 December 2006
BE-QOPAFF-A=+—HuUFE

SIGNIFICANT ACCOUNTING POLICIES
[continued]

Property, plant and equipment [continued]
Anitem of praperty, plant and equipment is
derecogmised upon disposal or when no future
economic benefits are expected to arise from the
continued use of the asset. Any gain or loss arising
on derecognition of the asset [calculated as the
difference between the net disposal groceeds and
the carrying amount of the item| is included in the
consolidated income statement in the year in which
the item is derecognised.

Prepaid lease payments

The prepaid lease payments represent upfront
payment for land use rights and leasehold land are
imtially recognised at cost and released to income
statement over the lease term on a straight-line
basis.

Intangible assets

Intangible assets with finite useful lives are carried
at costs less accumulated amortisation and any
accumulated impairment losses. Amortisation for
intangible assets with finite useful lives is provided
on a straight-line basis over their estimated useful
lives.

Gains or losses arising from derecogaition of an
intangible asset are measured at the difference
between the net disposal proceeds and the carrying
amount of the asset and are recognised in the
consolidated income statement when the asset is
derecognised.

Research and development expenditure
Expenditure on research activities is recognised as
an expense in the period in which itis incurred.

An internally-generated intangible asset arising
from development expenditure is recegnised only if
it is anticipated that the development costs incurred
on a clearly-defined project witl be recovered
through future commerciat activity. The resultant
asset is amortised on a straight-line basis over its
estimated useful life, and carried at cost less
subsequent accumulated amortisation and any
accumulated impairment losses.
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3. SIGNIFICANT ACCOUNTING POLICIES 3.

lcontinued)

Intangible assets /continued]

Research and development expenditure
fcontinued]

Where no internally-generated intangible asset can
be recognised, development expenditure is
recognised as an expense in the period in which it is
incurred.

Subsequent to initial recognition, internally-
generated intangible asset is reported at cost less
accumulated amortisation and accumulated
impairment losses, on the same basis as intangible
assets acquired separately.

Yrademarks

Costs incurred in the registration of trademarks are
capitalised and amortised on a straight-line basis
over their estimated useful lives.

Impairment (other than goodwill)

At each balance sheet date, the Group reviews the
carrying amounts af its 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. An
impairment loss is 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
thal the increased carrying amount does not excead
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 {oss is recognised as income
immediately.

Inventories

Inventories are stated at the lower of cost and net
realisable value. Cost is calculated using the first-
in, first-out method.
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Notes to the Consolidated Financial Statements
e R RMEE

For the year ended 31 December 2006
EE-RUAFEF+-R=+—HUFHT

SIGNIFICANT ACCOUNTING POLICIES
[continued)

Financial instruments

Financial assets and financial liabilities are
recognised on the consolidated balance sheet when
a group entity becomes a party to the contractual
provisions of the instrument. Financial assets and
financiat liabilities are initially measured at fair
value. Transaction costs that are directly
attributable to the acquisition or issue of financial
assets and financial liabilities [other than financial
assets and financial liabilities at fair value through
profit or loss) are added to or deducted from the fair
value of the financial assets or financial liabilities,
as appropriate, on initial recognition. Transaction
costs directly attributable to the acquisition of
financial assets or financial Liabilities at fair value
through profit or loss are recognised immediately in
prefit or loss.

Financial assets

The Group's financial assets are classified into
either (pans and receivables or available-for-sale
financial assets. All reqular way purchases or sales
of financial assets are recognised and derecognised
on a trade date basis. Regular way purchases or
sales are purchases or sales of financial assets that
require delivery of assets within the time frame
established by regulation or convention in the
marketplace. The accounting policies adopted in
respect of each category of financial assets are set
out below.
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SIGNIFICANT ACCOUNTING POLICIES 3.
{continued]

Financial instruments {continued]

Financial assets (continued)

Loans and trade receivables

Loans and receivables are non-derivative financial
assets with fixed or determinable payments ihat are
not quoted in an active market. At each balance
sheet date subsequent to initial recognition, loans
and receivables [including trade and other
receivables, amaunt due from an associate and
bark balances| are carried at amortised cost using
the effective interest method, less any identified
impairment lesses. An impairment loss is
recognised in profit or loss when there is objective
evidence that the asset is impaired, and is
measured as the difference between the asset’s
carrying amount and the present value of the
estimated future cash flows discounted at the
original effective interest rate. Impairment losses
are reversed in subsequent pericds when an
increase in the assat’s recoverable amount can be
related objectively to an event occurring after the
impairment was recognised, subject to a restriction
that the carrying amaunt of the asset at the date the
impairment is reversed does not exceed what the
amortised cost would have been had the
impairment not been recognised.
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Notes to the Consolidated Financial Statements

e MR R M

For the year ended 31 December 2006
HE-FRAFI A=+ —HIFEF

3. SIGNIFICANT ACCOUNTING POLICIES
[continued]
Financial instruments [continued]
Financial assets [continued]
Available-for-sale investments
Available-for-sale investments are non-derivatives
that are either designated or not classified as
financial assets at fair value through profit or loss,
loans and receivables or held-to-maturity
investments. At each balance sheat date
subsequent to initial recognition, for available-for-
sale equity investments that do not have a quoted
market price in an active market and whose fair
value cannot be reliably measured, they are
measured at cost less any identified impairment
losses at each balance sheet date subsequent to
initial recognition. An impairment loss is recognised
in profit or loss when there is abjective evidence
that the asset is impaired. The amount of the
impairment loss is measured as the diffarence
between the carrying amount of the asset and the
present value of lhe estimated future cash flows
discounted at the current market rate of return for a
similar financial asset. Such impairment losses will
not reverse in subsequent periods.

Financial liabilities and equity

Financial liabilities and equity instruments issued
by a group entity are classified according to the
substance of the contractual arrangements entered
into and the definitions of a financial liability and an
equity instrument.

An equity instrument is any contract that evidences
a residual interest in the assets of the group after
deducting all of its liabilities. Equity instruments
issued by the Company are recorded at the proceeds
received, net of direct issue costs.

The Group's financial liabilities, including trade and
other payables and bank borrowings, are
subsequently measured at amortised cost, using
the effective interest method.

Borrawing costs

All borrowing costs are recognised as and included
in finance costs in the consolidated income
statement in the pericd in which they are incurred.
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SIGNIFICANT ACCOUNTING POLICIES 3.
fcontinued]

Government grants

Government grants are recognised as income over
the periods necessary to match them with the
related costs. Grants related to depreciable assets
are presented as deferred income and are released
to income over the useful lives of the assets. Grants
related to expense items are recognised in the same
period as those expenses are charged in the
consolidated income statement and are reported
separately as other income.

Leasing

Leases are classified as finance leases whenever
the terms of the lease transfer substantially all the
risks and rewards of ownership to the lessee. All
other leases are classified as cperating leases.

The Group as lessor

Rental income from cperating leases is recognised
in the consolidated income statement on a straight-
line basis over the term of the relevant lease. Initial
direct costs incurred in negotiating and arranging
an operating lease are added to the carrying
amount of the leased asset and recognised as an
expense on a straight-line basis over the lease
term.

The Group as lessee

Rentals payable under operating leases are charged
to profit or loss on a straight-line basis over the
term of the relevant lease. Benefits received and
receivable as an incentive to enter into an operating
lease are recognised as a reduction of rental
expense over the lease term an a straight-line
basis.

Taxation
Income tax expense represents the sum of the tax
currently payatle and deferred tax.

The tax currently payable is based on taxable proefit
far the year. Taxable profit differs from profit as
reported in the consolidated income statement
because it excludes itemns of income or expense that
are taxable or deductible in other years, and it
further excludes itemns that are never taxable or
deductible. The Group's liability fer current tax is
calculated using tax rates that have been enacted or
substantively enacted by the balance sheet date.
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Notes to the Consolidated Financial Statements

For the year ended 31 lecember 2008
E_TENEL RS —AUEEF

SIGNIFICANT ACCOUNTING POLICIES 3.
{continued]

Taxation [continued]

Deferred tax is the tax expected to be payable or
reccverable on differences between the carrying
amounts of assets and liabilities in the consolidated
financial statements and the corresponding tax
bases used in the computation of taxable profit, and
is accounted for using the balance sheet liability
method. Deferred tax liabilities are generally
recognised for all taxable temparary differences,
and deferred tax assels are recognised to the extent
that it is probable that taxable profits will be
available against which deductible temporary
differences can be utilised. Such assets and
liabilities are not recognised if the temporary
difference arises from goodwill or from the initial
recognition lother than in a business combination)
of other assets and liabilities in a transaction that
affects neithar the taxable profit nor the accounting
profit.

Deferred tax liabilities are recognised for taxable
temporary differences arising on investments in
subsidiaries and associates, except where the Group
is able to control the reversal of the temporary
difference and it is probable that the temperary
difference will not reverse in the foreseeable future.

The carrying amount of deferred tax assets is
reviewed at each balance sheet date and reduced to
the extent that it is no longer probable that
sufficient taxable profits will be available to allow all
or part of the asset to be recovered.

Deferred tax is calculated at the tax rates that are
expected to apply in the period when the liability is
settled or the asset is realised. Deferred tax is
charged or credited in the consolidated income
statement, except when it relates to items charged
or credited directly to equity, in which case the
deferred tax is also dealt with in equity.
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SIGNIFICANT ACCOUNTING POLICIES 3.
[continued)

Foreign currencies

In preparing the financial statements of each
individual group entity, transactions in currencies
other than the functionzl currency of that entity
[foreign currencies) are recorded in its functional
currency (i.e. the currency of the primary economic
environment in which the entity operates] at the
rates of exchanges prevailing on the dates of the
transactions. At each balance sheet date, monetary
iterns denominated in foreign currencies are
retranslaled at the rates prevailing on the balance
sheet date. Non-monetary items that are measured
in terms of historical cost in a foreign currency are
not retranslated.

Exchange differences arising on the settlement cf
monetary items, and on the translation of monetary
itemns, are recognised in profit or lcss in the peried
in which they arise.

For the purposes of presenting the censolidated
financial statements, the assets and liabilities of the
Group's foreign operations are translated into the
presentation currency of the Company [i.e. Hong
Kong dollars) at the rate of exchange prevaiting at
the balance sheet date, and their income and
expenses are translated at the average exchange
rates for the year, unless exchange rates fluctuate
significantly during the period, in which case, the
exchange rates prevailing at the dates of
transactions are used, Exchange differences arising,
if any, are recognised as a separate component of
eguity [the exchange reserve). Such exchange
differences are recognised in profit or loss in the
period in which the foreign operation is disposed of.

Retirement benefit costs

Payments to the defined contribution retirement
benefit schemes are charged as an expense as they
falt due.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2006
BE_FTANFFr_B=F—BYFE

3.

SIGNIFICANT ACCOUNTING POLICIES
feontinued]

Equity-settled share-bhased payment transactions
The fair value of services recewved determined by
reference to the fair value of share options granted
on or after 1 January 2005 is expensed on a
straight-line basis over the vesting period, with a
corresponding increase in equity (share option
reservel. In relation to share options granted before
1 January 2005, the Group chooses not to apply
HKFRS 2 with respect to share options granied on
or before 7 November 2002 and vested before 1
January 2005,

At each balance sheet date, the Group revises its
estimates of the number of options that are
expected to ullimately vest. The effect of the change
in estimate, if any, is recognised in income
statement with a corresponding adjustment to
share ophtion reserve.

At the time when the share options are exercised,
the amount previously recognised in share option
reserve will be transferred to share premium. When
the share options are forfeited or are sull not
exercised at the expiry date, the amount previously
recognised in share optien reserve will be
transferred to retained profits.

KEY SOURCES OF ESTIMATION
UNCERTAINTY

In the process of applying the Group's accounting
policies, management makes various estimates and
judgments [other than those involving estimates)
based on past experience, expectations of the future
and other information. The key source of estimation
uncertainty and the critical judgment that can
significantly affect the amounts recognised in the
consolidated financial statements within the next
financial year are disclosed below:

Impairment of intangible assets

Determining whether intangible assets are impaired
requires an estimation of the value in use of the
cash-generating units. The value in use calculation
requires the Group to estimate the future cash flows
expected to arise from the cash-generating unit and
a suitable discount rate in order to calculate the
present value. Where the actual future cash flows
are less than expected, a material impairment less
may arise.

Truly International Holdings Limited - Annual Report 2006

FTESHEE @

BREZHEURGEBER I NRES
FrEmBER TS~ H—Hkbk
BHEREOLFEREZATE TR
B HE R RS R 2 AR NS B ARSI E
H (PBARMERAE) -ERNEBREAF A
—HRATRE 2 EE - A RERETRA
R _ZE_Ft+- R -ARZAEY
ER-TERF—A—BnRE 2 BRE
2 ER R AR F 25

REZHA FRASEEHRPRES
BABBIEHE N B ERET 2 ®
& () DEWRRER WHEARER
faiFL AR

FRARMERETTHER AR B AT R
B HERARERN - BBERER
Bt p ER DREITE AR
HREP R DGR EREBR-

T THEEREZETRTRE

ERAXEREHERR BB T2E

BEREER HARZEIEEIMER

RIS AT RPIE (B8 BT ESL) -

FTEER T — MR E MR & SRR R AT
REBEBEARR BN THEARERSE
APz FERRRBERT:

BEAERE
REEVEEASREAGIBEGESS
frz EREEGEERRES FREE
LR REEL BN 2 RRIRGR
BRETHREZ SETRE- WITBRAK
HeRdRBANA L AeEEHEH
pecpi=B




5. FINANCIAL INSTRUMENTS 5.

FINANCIAL RiISK MANAGEMENT OBJECTIVES
AND POLICIES

The Group’s major financial instruments
include equity investments, bank borrowings,
ameunt due from an associate, trade and other
receivables, bank balances and cash, and trade
and other payables. Details of these financial
instruments are disclosed in respective notes.
The risks associated with these financial
instruments and the policies on how to
mitigate these risks are set out below. The
management manages and monitors these
exposures to ensure appropriate measures are
implemented on a timely and effective manner.

Market risk

Currency risk

The Group have forgign currency sales and
purchases and certain borrowings of the Group
are denominated in foreign currencies, and the
majority of the bank balances are denominated
in foreign currencies [comprising United States
dollars and Japanese Yen] which expose the
Group to foreign currency risk.

The Group currently does not have a foreign
currency hedging policy. However, the
management monitors foreign exchange
exposure and will consider hedging significant
foreign currency exposure should the need
arises.

Interest rate risk

The Group’s cash flow interest rate risk relates
to floating-rate bank borrowings for details of
these borrowings [see note 24). The Group's
fair value interest rate risk relates primarily to
fixed-rate short-term bank fixed deposits. The
Group currently does not have an interest rate
hedging policy. However, the management
maonitors interest rate exposure and will
consider hedging significant interest rate
exposure should the need arises. The fair value
of the Group's bank balances is approximate to
the carrying amount as the fixed deposits are
short-term.
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Notes to the Consolidated Financial Statements
me MR

For the year endad 31 December 2006
BE-FOAEFZAST—AUHER

5. FINANCIAL INSTRUMENTS (continued]

FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES (continued]

Credit risk

The Group’s principal financial assets are bank
balances and cash, trade and other
receivables, amount due from an associate and
available-for-sale investments. The Group’s
maximum exposure to credit risk in the event
of the counterparties failure to perform their
obligations at 31 December 2006 in relation to
each class of recognised financial assets is the
carrying amount shown in the consolidated
balance sheet.

The credit risk on liguid funds is limited
because the counterparties are banks with
high credit-ratings assigned by international
credit-rating agencies.

The Group's credit risk is primarily attributable
to its trade and other receivables. The amounts
presented in the balance sheet are net of
atlowances for doubtful receivables.

In order to minimise the credit risk, the
management of the Group has delegated a
team responsible for determination of credit
limits, credit approvals and other monitering
procedures to ensure that fellow-up action is
takan to recover cverdue debts. [n addition, the
Group reviews the recoverable amount of each
individual trade debt at each balance sheet
date to ensure that adequate impairment
losses are made for irrecoverable amounts. In
this regard, the directors of the Company
consider that the Group's credit risk is
significantly reduced.

The Group’s concentration of credit risk by
geographical locations is mainly in the PRC.
The Group has no other significant
concentration of ¢credit risk, with exposure
spread over a number of counterparties and
customers.
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5. FINANCIAL INSTRUMENTS [continued] 5. SRMIA
b. FAIR VALUE b. 4A¥{E
The fair value of financial assets and financial TREERSBRAM ATEZE
liabilities are determined in accordance with RATEZSARNTREERS
generally accepted pricing models based cn iR % s AT iR AR AT
discounted cash flow analysis using prices FEFERRCRAERERAMOR
from observable current market transactions. REMBRRP L EEOERELFE
The directors consider that the carrying BasE-
amounts of financial assets and financial
Liabilities in the consolidated financial
statements approximate their fair values.
6. REVENUE 6. Wik
Revenue represents the net proceeds received and Wsie R EHEE R 2 RERBIRZ R
receivable on the sale of goods during the year, and HEFR ASHmT:
is analysed as follows:
2006 2005
bt -2 FA.3 ZBBAF
HK$ 000 HK$'000
FHET FET
Sales of LCD products EERARETREER 4,403,989 4,389,588
Sales of electronic HESTHEE®
consumer products 119,837 184,491
4,523,826 4,574,079
7. BUSINESS AND GEOGRAPHICAL 7. ¥¥EHESE

SEGMENTS

Business segments

For management purposes, the Group is currently

organised into two operating divisions - LCD

products and electronic consumer products. These
divisions are the basis on which the Group repaorts

its primary segment information.

Principal aclivities are as follows:

LCO products - manufacture and
distributien of LCD
products

Electronic consumer - manufacture and

products distribution of electronic

consumer products

EBIR

REEBEMmS ARMEAEERAL
B-ARSRNBEABERQERTHERER
AEELRESRERZ BT RAANR
1z B

ERERWT:
Pi] ] — BLER S HBSARETR
BERHRES EndEm

BEFHEER — BEROHETHRE
&
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Far the year ended 31 December 70046
HE_QUOAFF-A=+—HIEFE

7. BUSINESS AND GEOGRAPHICAL 7. ¥BRHEESE
SEGMENTS /continued)
Business segments [continued] b 50 R )
Segment information about these businesses is WFREZ TREMENMT:
presenied below:
Far the year ended 31 December 2006 BE-R9~F+=-H=+—H
LEE
Electronic
LCD consumer
products products
iy B/ FHE Consolidated
BTREES Em 58
HK$ 000 HK$'000 HK$ 000
FET T FET
REVENUE 3§23
External sales ShF 4,403,989 119,837 4,523,826
RESULT - |
Segment result DR 634,489 2,138 636,627
Unallocated corporate income RS EZ 2B 62,089
Unallocated corporate expenses FAE 2 2B THH (11,433)
Share of loss of an associate MEAG — B
NG ] - (334) (334)
Finance costs ERA (35,766)
Profit before taxation BB AR 651,183
Income tax expense EIECR b (119,137
Profit for the year REFRF 532,046
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SEGMENTS /continued]

7. BUSINESS AND GEOGRAPHICAL 7. ¥¥RBESE W

Business segments [continued] % % R )]

As at 31 December 20046

R=REAFE+-A=+—-8

BALANCE SHEET BEEARSE
Electronic
LCD consumer
products products
AaM BFHHE  Consolidated
BTRBER ER 58
HK$'000 HK$'000 HK$'000
TER FHEx TR
ASSETS BE
Segment assets aREE 2,760,259 291,523 3,051,782
Interest in an associate L UNG - g3s 838
Available-for-sales investment AR ERE 10,500
Deferred tax assets BILHEEE 838
Amount due from an associate U — & 2 R - 352 352
Tax recoverable i EHE 11,592
Unallacated corporate assets KORZRREE 1,018,641
Consolidated tatal assets EeRELR 4,094,541
LIABILITIES =Fi |
Segment liabilities sHAR 825,656 38,132 853,788
Tax liabilities BHEAR 51,308
Deferred tax liabilities BRBARE 38,905
Unallocated corporate Liabiliies ROz ARIARK 774,538
Censolidated total liabilities etk 1,728,539
OTHER INFORMATION H b1k
Electronic
LCD consumer
products products
prpl BFHA Unallocated Consolidated
HTRBER Em E5 5a
HK$'000 HK$'000 HK$'000 HK$'000
THRT FHET TH#a FET
Capital additions BmER 771,564 50,116 - 831,680
Depreciation and amortisation i R#E 161,777 34,843 - 186,620
Loss on disposalfwrite-off of B M
praperty, plant and BEERE
aquipment it | 28 443 - LM
Share based payments ABRR ARE 7 ER - - 10,000 10,000

GHEBRERLE - —FRXESEH
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For the year ended 31 December 2006
BEZFONFIZAZA—RUEFE

7. BUSINESS AND GEOGRAPHICAL
SEGMENTS [(continued]

Business segments [continued)

For the year ended 31 December 2005

7. ¥R EBESE @
#1695 E (0

BE_FZERF+_A=+—HLUEHE

Electranic
LCD consumer
products products
gt BFHE Consolidated
BTBRED E S
HK$'000 HK$'000 HK$'000
THT TET FET
REVENUE Yy 2
Externat sales S 4,389,588 184,491 4,574,079
RESULT -3 |
Segment result FREH 836,975 23,725 860,700
Unallocated corporate income  ROBZ 4 EIMA 16,139
Unallocated corporate expenses R7ALZ o8l H (1,092]
Impairment loss on available-  PILBIEEZ
for-sale investments pEA =Y G (7.800) - (7.800]
Impairment loss on property, M -BEREES
plant and equipment WEEE - (4,377 (6,377
Share of loss of an associate Bih—FKBELRER - {382) (382]
Finance costs MR (19,683)
Profit before taxation B 54 i 2 F 841,505
[ncome tax expense st (139,457]
Profit for the year AEFRF 702,048
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7. BUSINESS AND GEOGRAPHICAL 7. ERRHBESEw

SEGMENTS /continuved)
Business segments [continued) E40 %58 € )]
As at 31 December 2005 BRo®FAF+_-_A=+—8H
BALANCE SHEET BEEARR
Electronic
LCD consumer
products products
A aafl BFHE Consolidated
HWTEEM B e
HXK$ 000 HK$ 000 HK$'000
FET TET TFHETT
ASSETS BE
Segment assets THRAEE 2,308,919 266,910 2.575.829
Interest in an associate —RFE QT 7 EH - 1,086 1,084
Deferred tax assels BIEHIBEE 415
Amount due from an associate  FEW—FRELE A FE)FUR - 447 447
Tax recoverable o] Wy (=] 18 1,967
Unallocated corporate assets RoBy AEIEE B48 435
Consolidated total assets eAEEH 3,428,180
LIABILITIES =N {
Segment liabilities DHRBIE 883,006 38,527 921,533
Tax liabilities WIAE | 98,728
Deferred tax liabilities JEIERRIBAE 38,150
Unatlocated corporate lisbilities RO BZATIAR 431,724
Consolidated total liabilities IEREER 1,498,135
OTHER INFORMATION Hib#dH
Electronic
LCD consumer
products products
ekl B-FH1{E Consolidated
BREER Ef o=
HK$ 000 HK$ 000 HK$ 000
FHETT FHET F#T
Capital additions L) 1= 435,444, 40,320 495,764
Depreciation and amortisation B B 134,775 26,384 161,159
Loss on disposal/write-off of W RS
property, plani and BERERZEE
equipment - 4197 4197

HHERTALE - ZSPXEEY
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BE-TUAFEFZA=+—HiLEX

7. BUSINESS AND GEOGRAPHICAL
SEGMENTS (continued]

Geographical segments

The Group’s manufacturing operation is located in
the PRC. The sates and marketing functions are
located at all reportable segments as listed below.

The revenue of the Groug, analysed by location of

customers, is as follows:

7. ¥REHESE

MESR
AR BuE SO R E - BTG
HEEBRIR T 2R 2 FRFhE-

FREEFEEEMEME S HES Tz M
T

Revenue by
geographical segments
BHESEES 2 Wik

2004 2005
—BBAE  -ETRE
HK$'000 HK$'000
FHET FHET
PRC # 3,620,501 3,433,919
South Korea Esl s 226,908 587.549
Japan 2N 125,054 175,194
Hong Kong 5B 212,317 147.980
Europe B 206,404 119,132
Others Hith 132,642 110,285
4,523,826 4,574,07%

The fallowing 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

LT 2REEMERR STz S REER
HEARGREZYR ERERRANRE
ERE:

located:
Additions to
property, plant
and equipment
Carrying (intluding deposits)
amount of and intangible assets
segment assets V% BERRE GREE)
STREEREE HRERAE2RE
2008 2005 2006 2005
—ReAF —EELRF ZRSAF —TTILHF
HK$ 000 HK3'000 HK$'000 HK$'000
TR TER Fi THEIT
PRC GE 2,098,071 2.031.5%0 825,275 494,752
Hong Kong FiE 1,928,719 1,347,965 6,348 215
Eurcpe B 7,336 20,084 17 15
Others Hit 35,297 25.024 20 a2
4,070,423 3,424,365 831,480 495,764
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OTHER INCOME 8. HibWyA
2006 2005
Z88ARE —F2ERF
HK$'000 HK$000
FER T
Interest income FILEW A 20,546 14,538
Tax refund on reinvestment BHIEEZEBRY
{notel (F3zE) 38,849 -
Rental income HEWA 2,694 1,603
Gain on disposal of prepaid HE RN RS HER S
lease payments 2,191 -
Exchange gains fE B 4,863 -
Forfeited deposits from REFRUZIRE
customers 4,647 -
Government grants ERTERRE 629 1,856
Compensation income A - 1,509
Subcontracting income ShFEA - 1,636
Scrap sales R - 1,446
Others Hik 4,706 4,852
79,126 27,438
Note: Pursuant to the relevant laws and regulations in the PRC, Fitk: BEpE - REEEER SRz h
one of the Company’s PRC subsidiaries, SN RIHR A R 2 REMENRNER A TG ERE
Al. is entitled for the tax refund on the reinvestment on its RGN ERRE B RN
share of profit. In current year, the income {ax previously FEHA AR Mg =i
paid on the amcunt of reinvestment by this subsidiary has ZHRGHE2SREEDPRMTIAFZH
fully refunded back to the immediate holding company of HEERR A A
this PRC subsidiary.
FINANCE COSTS 9. BIBEA
2006 2005
ZReRE —RERF
HK$ 000 HK$ 000
TR T
Interest on: R
Bank borrowings whally ARAFERN2EMES
repayable within five years H]RITIEH 35,766 19.4664
Finance leases REMED - 217
35,766 19.683
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For the year ended 31 December 20046
BE-FUOAEF-A=+—ButEE

10. INCOME TAX EXPENSE

10. FrBExXH

2004 2005
—R8XE —RERF
HK$'000 HK$'000
FH#T FHER
Current tax: AHAEI
Hong Kong & 35,949 50,697
PRC F 82,381 73,661
Other jurisdictians Hi AR R 360 254
118,670 124,612
Under [over) provision in AEFERERETRE
prior years: (FBEREA)
Hong Kong EE 133 (4,850)
PRC F - 1,330
133 (3,520}
Deferred tax [note 27); BEIR (I E27R)
Current year AEHE 334 18,365
Income tax expense for the year REFETIBHTH 119,137 139,457

Hong Kong Proiits Tax is calculated at 17.5% (2005:
17.5%] of the estimated assessable profit for the
year. Income tax arising in PRC and other
jurisdictions is calculated at the rates prevailing in

the relevant jurisdictions.

Pursuani to the relevant laws and regulations in the
PRC, one of the Company's PRC subsidiaries, {£
FHBEHR DA is entitled to exemption irom 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 of 24% for the following three years starting

from 2003.

Truly International Holdings Limited + Annual Report 2006
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10. INCOME TAX EXPENSE (continued] 10. @B (1)
ARE 2 BN R A WS R 2 B A

The tax charge for the year can be reconciled to the

profit before taxation per the consolidated income B HiRm T
statemeant as follows:
2004 2005
ZRYAE Z998%
PRC HK Total PFRC HK Total
HK$'200 HK$000 HK$ 000 HK$'000 HK$ 000 HK3 000
L - 25 Bl & ot
Tén TER TAR TéR TEn TAn
Profit before taxation BE AR 513,417 137,766 51,183 £02813 78491 841,505
Applicable income lax rate BARAGHE "% 17.5% % 17.5%
Tax at the applicable income REERKERE
tax rate RERAE] 1284623 2,109 162,732 162,760 471 0450
Tax effect of share of results RbE-FEERN
of an assaciale FE/ERYY - 58 58 - 6 &
Tax effect of expenses not kit
deductible for tax purpese BBTE - 12,93 12,99 - 409 6099
Ta effect of income not TRREAZ
taxable for 1ax purpose REzS - 13.401) {3.401) - [2301) [2321]
Underloverlprovision in HKiFEEETR
respact of prior yaar (BERE) - 133 13 1330 (4850 [3.520]
Tax effect of tax losses RETHEER,
not racognisad Hkgg 540 1,353 1,813 4,090 &7 4769
Tax ffect of other deductible RELEMINH
temporary differences EREE,
not recognised Rigg - - - 13 - 130
Tax efect af wiilisation of tax e E
losses previously aot HEERZ
recogised wBes - (75) (7 [1.187) 8] (1,19%5)
Tax effect of utilisation of BENERED
deductible temparary THEREE L
difierences previously HERE
not recognised - (283) (2831 - - -
Eflect of tax concession granted  PERHBLFEE
to:2 PRC subsidiary ERREIYE 15530 N X TR 1 - e
Effect of cessation of concessionary HEHEHEE:E
rate of Hong Kong Profils Tax BANMERHEN
on opening deferred BREARMHEL
tax bability Inote) P () - - - - 19474 19,474
Dthers Hif [240) 08% 4 153 7] 7
Tax axpense for the year RERRETE 83,817 35,520 119,137 80,620 58,837 139457

Mote: In previous years, for Hong Kong Prohits Tax purposes, one
of the Company’s subsidiaries had been ¢laiming that 50%
of its assessable profit attributable to its manufacturing
operation in the PRC as offshore in nature and non-
taxable. In pricr year, this subsidiary had changed its
made of operation so that its assessable profit 1s
chargeable to Hong Kong Profits Tax at 17.5%.

Big: RAEFE - HOBFENEH0E 3
RAIR A —FF D 0 R E WA AI50%A
SEBHLHERT R MERY 5]
BELHRSARN-£F ZHELF
B E B R AR AR A
NS RBR 7 5%FH-
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Far the year ended 31 December 2006
BE-QOAFEF-A=+—Au%%

11. PROFIT FOR THE YEAR

1. ZEFERR

2006 2005
—R9rE ZRRAF
HK$ 000 HK$ 000
FiHT FET
Profit for the year has been REERIRNR
arrived at after charging: THIEIREER:
Depreciation and UTEREzEREH:
amortisation on:
Property, plant and Y- R R
equipment 173,135 148,904
Prepaid lease payments FAREERIE 2,598 2.456
Development expenditure BESHGTABEERE)
included in cost of sales 10,625 @ 455
Tradernarks included in iE GEAITBERA)
administrative expenses 262 344
186,620 161,159
Cost of inventories FHEEA 3,612,475 3,474,064
Staff costs, inclusive of BTRA
directors’ remuneration: (RIEEEME) -
Salaries and other benefits e REMER 230,387 187,574
Retirement benefits scheme RIRERE R
contributions 11,547 8,515
241,934 196,091
Auditors’ remuneration HHEMME
Current year AEE 1,842 1,693
Underprovision in pricr year AEFEEETE - 50
Allowance for doubtful debts RERRE 3,232 9,675
Loss on disposal/write-off of e HENE BER
property, plant and il oF |
equipment &M 4,197
Operating lease rental in wWERNBREXRE:
respect of:
Rented premises HEm= 4,122 3,301
Other equipment HAbER 484 538
Research costs (included in IR A
cost of sales) (BT NSHERAR) 11,465 13,655

Of the consolidated profit for the year of HK$532,046,000
(2005: HK$702,048,000], a profit of HK$225,307,00¢
(2005: HK$224,937,000] has been dealt with in the
financial statements of the Company.

Truly International Holdings Limited - Annual Report 2004
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12. DIRECTORS’ REMUNERATION

Lam

Wai Wah,
Steven
IChairman
and
Managing
Director)

Wong
Pong
Chun,

12. HEM S

Cheung
Tat

Sang, (Production

Li
Jian
Hua

James Managing
James |Marketing Director)

H{E# (Executive Director] FEE  Chung  IpCho
(XE DOirector) H/ELE (£EF Kam  Ting, Heung
REE EA# (TBEK  EF  Kwong Spencer KaiSing  Tolal
ags) Gnis) §%) 458 A8 X8 ERM a5
HK$000 HES000 HKS000 HKSTGO0 HKY000 HXS'000 HK$Q00 HX$000
Ténr TEr THn TErm TR  TEr  TErn  TEn
2006 ZRRAE
Directors’ fees: j ol
Executive e - - - - - - - -
Independent non-executive RuFaT - - - - 68 0 0 148
Other emotuments paid to IRFROEB2
the executive directors: HiME:
Salaries and other benefits FEREMEH 0 M3 1250 160 1,800 - - - 4,802
Performance related incentive RSB Hv 84
payments (note 1 (1) - - 875 1,500 - - - 5
Contributions to retirement  BEHHHER
benefit scheme 2% 24 % 12 - - - 8L
2,137 1,274 2539 im 88 30 30 9,410
2005 ZEERF
Diractors fees: Ezhg:
Execuiive 8 - - - - - -
Independent non-executive ARG - - - & 0 30 148
Other emoluments paid to THTHITERZ
the executive directors: Eife:
Salaries and other benelits FE RSN g 1 159 1440 - - - b4
Performance related incentve ~ EREER R HS
payments [nate 1] (B - S x| R - - 2490
Contribulions to ratirement RIREREEERR
tenefit scheme 24 2h 24 12 - - 34
2072 1409 2910 7652 88 R} 0 191

AREEERLE - —Q8AEEY




Notes to the Consolidated Financial Statements
ey S E L

For the year ended 31 December 2006
BE-—QONFF-FZ+—ELLFE

12. DIRECTORS’ REMUNERATION /continued) 12. EEMS @)
Wit

Notes:

111 The performance related incentive payments is determined 1] S\EOHEREDRISHEEZ_RT
as a percantage of the turnever and operating prolit of the ANETZA=Z+—BLrHEFH RS
Group for the two years ended 31 December 2004, BHEEF e TASHIE.

{2)  Inaddition ta the above, during the year, Mr. Wong Pang 2] BRla#Hh-FR HREEERREE
Chun, James and Mr. Cheung Tat Sang, James were REVRBRDAETRAIGARBER SR
granted certain share options of the Company and the SHEHMEEERFES 2 PES A
deemed benefits arising from the grant of those share 3,333,000 7T 13,333,000 7T - 133 £ 5F
options are HK$3,333,000 and HK$3,333,000 respactively. B2 ASECME G2 DT EW
The deemed benefits represent the fair value of the share EE RPN e TR Y e
options granted, calculated on the basis set out in note 32.

13. EMPLOYEES’ EMOLUMENTS 13. EEMS _

Of the five individuals with the highest emoluments FRATHRWHHATOE=E (ZF

in the Group, three {2005: three] were directors of FEF ZR)ERBZEF AMSHE

the Company whose emoluments are set out in note EWMR XM S 20 HEGWE (ZFF

12 above. The emoluments of the remaining two LF-MA)EAZBENT:

£2005: twol individuals were as {ollows:

2004 2005

—g8AE —BEAE

HK$’000 HK$'000

TR FAET

Salaries and other benefits FeRHEMEF 3,660 2,406
Performance retated itk Ficpei b 5o

incentive payments - 3,030
Contributiens to retirement R RAEFET B

benefit scheme 36 24

3,694 5,460

Their emotuments were within the following bands: BREEMSEZ BN T:

2006 2005

k- JA: 2 ZREAF
Number of Number of
employees employees
EE®E EEBEA

HK$1,500.001 to HK$2.000.000 1,500,001 7L 22,000,000 7T . 1 -

HK$2,000,001 to HK$2,500,000 2,000,001 7L E2.500.000% 7T 1 1

HK$3,000,001 to HK$3,500,000  3,000,001# 223,500,000/ T - 1
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14. DIVIDENDS 14. B2

2006 2005
—BRAREF ZERHE
HK$'000 HK$'000
TR THEIT
Dividend recognised as REEFERAD R 2L
distribution during the year:
Interim dividend paid of Bk B B E AT 234
23 HK cents (2005: (== R A 235)
23 HK cents] per share 107,640 105,378
Final dividend in respect of ERE_ZETRFZ
2005 paid of 25 HK cents R EARR S AR 25 1L
(2004: in respect of 2004 (ZFTHE BTN
of 23 HK cents| per share 2 S HRRR 82358 4l) 114,626 104,576
222,286 209,954
Afinal dividend of 25 HK cents [2005: 25 HK cents] REAR S SRS (BT HF 258
per share has been proposed by the directors and is i) B i g AR AR AR A R A A
subject to approval by the shareholders in the REAFAY -

forthcoming anaual general meeting.
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PR

For the year ended 31 December 2006
BE-CFUOAF+-_HA=+—H4FZ

15. EARNINGS PER SHARE 15.

The calculation of the basic and diluted earnings

FEREF

SREARNNREREAETET RIS

per share is based on the following data: EEtE
Earnings B
2006 2005
TBRAE b
HK$'000 HK$ 000
FET FHET
Earnings for the purposes of REHEEERK
basic and diluted earnings Hd AR 2 &%
per share 532,046 702,048
Number of shares igrig 42
2006 2005
CRRRE —ERTE
Weighted average number of M HEREARF 2
ordinary shares for the MEFSL RS
purposes of basic earnings
per share 483,925,689 455,489,423
Effect of dilutive potential BEEIRREEE
ordinary shares:
Share options issued by DR EETT 2 B ARAE
the Company 6,912,977 12,969,191
Weighted average number RESTHERBARN 2
of ordinary shares for the T TR E
purposes of diluted
earnings per share 470,838,666 468,458,814
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16. PROPERTY, PLANT AND EQUIPMENT 16. ¥ -BERRE

Furniture,
fixtures Properties
and Plant and Motor under
Buildings  equipment  machinery vehicles  development Total
fE-ER
8% R BERRS NE BETNR 2y

KK$ 000 HS 000 HK3 000 HKS 000 HKS'000 KKS000
Tin TEL TEL TR Tin Tén

Cost BFE
A 1 January 2005 R-921n%-R-8 23218 131,238 1,054,204 18,300 8,215 1,503,177
Currency realignment -5 1 881 2405 17425 148 15 2,07
Transfer to other properyy, MBEEfHE-

plart and equipment BERRR 709 - 308 - {37.400) -
Additrons iy 33 20,582 319,142 883 33,857 434,787
Disposalsfurite-off HE/ M - - 114,684 - - (14 84|
At 31 December 2005 Ro2FRFIZAZT-B I Al 1434 13 2687 137
Currency realignment 8z 1567 5319 0w 30 11 51,986
Transfer o other property, BB Z S 2

olant and equipmen HERRE 25,102 - - - (25,102] -
Additons iy 12,691 58,726 135,732 1,030 2319% 440,19
Disposals HE - (738) - - - (7381

At 31 December 2006 R-SPRETZRZT-8 M PAVAEY) 1,635,151 20491 209,591 2,455,814

DEPRECIATION AND fRRHE

IMPAIRMENT
AtY January 2005 R-$%55-R-4 £23%5 K5 547,102 10313 - 499,525
Currency realignmant A% Vil 1,143 7083 118 - 8563
Prowded for the year REEAE 8,286 12,358 15,753 2588 - 148,904
Impairmen loss recognised  RYBFRFERZ

inthe income statement  BEEHA . - 8377 - - 431
Elmiated on disposalsf  B&/HEHS

write-off - - f10.647) - - (10447
AL 31 December 2003 RISPEFTTAZT-A 080 92,674 673,868 13540 - 8529
Currency realigament HYAE 51 3345 nm 4 - 630
Prowidad for the year FEFRR 9,161 71,466 140,448 2040 - 173,13
Clminted on disposals ~ AEHE - (267 - - - (267
At 31 December 2004 R-R®XETZEZ1-A 80,497 17,018 833,495 15,804 . 1,052,094
CARRYING VALUES g
At3) December 2004 RoSRAE+TCAZT-B M182 100,M4 794,456 4,807 09,59 1,403,720
AL 31 December 2003 RIBTEFTIAZT-A 0 04N 41,757 760,749 5771 20871091452
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2005
HE_FFENE+ A=+ ~B1rFF

16. PROPERTY, PLANT AND EQUIPMENT
{continued)
The cost of buildings is depreciated over forty years
or the terms of the respective leases, whichever is
the shorter, using the straight-line method.

The above items of property, ptant and eguipment
are depreciated on a reducing balance method at
the following rates per annum:

Furniture, fixtures and 15% to 50%

16. ¥ -BERSERE

BF 2B ABEREA S+ F
BEMAGEHEES) 8-

D\EME BERSEZHE ARER
A BT EEEHRT:

B ERESRE 15% Z50%

equipment
Planl and machinery 15% to 40% BB Bt 88 15%ZE40%
Motor vehicles 25% to 45% A 25%ZE45%
2006 2005
—BBAEF —EEHF
HK$"000 HK$'00D
THRT FiET
The carrying value of the AR EEY RS L
Group's property interests BRE{EBE:
shown above comprises:
Leasehold properties in REPHRBNERERTZ
Hong Kong held under bk
medium term leases 2,995 3,135
Leasehold properties in BEPHEOEFEEE .
the PRC held under HEmE
medium term leases 289,1