T

080027

1
. . |
B A Y \
. .
s PN |
-
M “n = 3
" i J W o !
S NN S : 3 .
¥ L M
1 T et

MICROFICHE CONTROL LAEBEL

REGISTRANT'S NAME LzzﬁlﬂllbiétZLLilzjﬁﬁiP

*"‘URRENT ADDRESS

S _ I pROCESSED
h 77008
« 4 FORMER NAME MAY 2
THOMSON RETERS
«=+NEW ADDRESS

4

FILE NO. 82 &:‘J /Z . 'FISCAL YEAR /j&‘?/'{) 2

*  Complete for lnltial submissions only ** Please woce narme oxd address changer

W

i

|
12G3-2B (INITIAL FILIKNG) | ] AR/S (ANNUAL REPORT)

|
12G32BR (REINSTATEMENT, ‘ SUPPL  (OTHER)

|
DEF 1<A  (PROXY) ‘ l




PR B
¥ e - R B ) ‘- "
. _.: _.:_-;t e
P @ l ' o M ” "‘ {] r.’

i
Powerful Br#n_ds
Innovative Products

Exceptional People
‘Operational Excellence

|




al

v IR EEED <Em=D> Homelite @ oAl (D)

A Leadership Platform

TTl is a world-class leader in quality consumer and professional products marketed to the home improvement and construction

industries. An unrelenting strategic focus on powerful brands, innovative products and exceptional people drives our success.
]

TTI's powerful brand portfolio includes Milwaukee®, AEG® and Ryobi® power tools and accessories, Ryobi® and Homelite® outdoor

products, and Hoover®, Dirt Devil® and Vax® floor care appliances. Qur products are distributed through major home centers

and retailers, full-line tool distributors and other channels worldwide.

Qur culture of innovation, firm commitment to R&D and extensive customer insight ensure our leading brands ar d high-quality

products meet the specific needs of the customers, consumers and professionals that we serve and deliver long-term value to

our shareholders.
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Financial Highlights

- oSlon no
2007 2006 2007, G Qremges
S @ RIS m U8 mw UBS mi %
QOperations
Turngver 24,775 21,823 3,176 2,798 +13.53%
I
Gross profit 7,809 6,893 1,001 884 +13.29%
EBITDA 1,219 2,098 156 269 -41.90%
EBITDA (before restructuring costs and other !
restructuring and transition costs) 1,962 2,098 252 269 -6.48%
Profit attributable to equity holders of the parent 125 1,072 16 137 -88.34%
Profit attributable to equity holders of the parent
{before restructuring costs and other restructuring
and {ransition costs) 868 1,072 111 | 137 -19.03%
Basic earnings per share (HK/US cents) 8.41 73.18 1.08 9.38 -88.51%
Basic earnings per share (HK/US cents, &
before restructuring costs and other restructuring |
and transition costs) 58.27 73.18 7.47 9.38 -20.37%
Dividend per share (HK/US cents) 8.00 19.10 1.03 2.45 -58.12%
Financial position at year end
Total assets 24,969 21,320 3,201 ' 2,733 +17.12%
Net current assets 2,971 5,642 381 723 47 .34%
Equity attributable to equity holders of the parent 6,920 6,997 887 897 -1.10%
Capital expenditure 860 473 110 61 +81.82%
Net book value per share (HK$/US$) 4.61 4.78 0.59 0.61 -3.56%

TTI's Growth Continues

Techtronie Industries Co. Ltd.

Annual R :port 2007
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Chairman’s Statement
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2007 Performance Highlights

Record Sales

Growth in Power Tools and Floor Care

Gross Margin Strengthened in Core Business
Hoover Integration Completed

Strategic Repositioning Plan on Track

Record Sales
TTI Group achieved record sales in 2007 of HK$24.8 billion, 13.5% over the prior year. This growth has
been achieved in a challenging macroeconomic environment in the United States as we begin io see the

rewards from the Group's strategic acquisitions and restructuring.

During the year, we strengthened our market leadership position in North America as Hoover and Stiletto
joined our powerful brand portfolio. Strong growth momentum was maintained in Europe and with the
appointment of a new management tearn there, as well as in the Middle East, Canada, Latin America, and
Australia, we are positioned for centinued growth in our international operations. We also took steps
to develop the best management talent within TTI by introducing our college recruiting activities and

“Leadership Development Program.”

Growth in Power Tools and Floor Care

The 2007 sales increase was aided by an 11 months centribution of the Hoover acquisition. Our Floor Care
business expanded 67.8% with the acguisition, and the core Floor Care business maintained positive
underlying momentum, grewing at a mid single-digit rate. New innovative products boosted our Powear Tocl
business delivering low single-digit growth in both professional and consumer segments. We exited
non-strategic businesses in the Cutdoor Products category, resulting in an overall decline of sales in the
Power Equipment division.

Techtronic Indusines Co. Lid. Annual Report 2007



" The hard work from the |

Hoover integration and the |
Strategic Repositioning Plan
are positioning TTI for

profitable growth. »

Horst Julius Pudwill
Chairman

Techtronmc Industnes Co. Ltd. Annual Report 2007 3
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Gross Margin Strengthened in Core Business

The Company delivered an improved gross margin for the core business in a difficult cost environment.
With Hoover, our consolidated gross margin of 31.5% was comparable to 31.6% in the prior year. The
introduction of new products, ongoing programs for cost containment, leveraging our scale, and improved

operational efficiencies offset rising commodity prices and inflationary pressures.

Investing in Marketing and R&D

The operating margin before restructuring and transition costs narrowed in 2007 due to the acquisition
and the planned investment increase in sales, marketing, and R&D activitias. We expect the SG&A spend
will support stronger and more profitable growth going forward. Our product innovation stream will benefit
from the increase in R&D spending from 2.0% in 2006 to 2.2% in 2007 of sales.

Strategic Repaositioning Plan on Track
The Strategic Repositioning Plan, which we anncunced in August 2007, is an important initiative for the fuiure

growth and profitability of the Company.

HK$743.02 million of restructuring and fransition costs were charged against 2007 earnings. These included
the costs to close Hoaver's North Cantan, Ohio manufacturing facility and relocate manufacturing to Texas,
Mexico, and China, plus the closure of two Milwaukee manufacturing facilities in North America. We are
anticipating annual savings of approximately HK$550 million (US$70 million) resulting from the restructuring

activities when completed.

Profit attributable to equity holders of the parent for 2007 totaled HK$125.26 million after restructuring
and transition costs. Before restructuring and transition costs, earnings per share was HK58.27 cents. EPS

after restructuring and transition costs was HK8.41 cents.

The Directors have recommended a final dividend of HK1.50 cents per share for the year
ended December 31, 2007 (2006: HK 12.60 cents) payable to the Company's shareholders whose names
appear on the register of members of the Company on May 30, 2008. Subject to the approval of the
shareholders at the farthcoming Annual General Meeting of the Company, the proposed finaf dividend is
expected to be paid on or about July 31, 2008. This payment, together with the interim dividend of HK6.50
cents per share paid (2006: HK6.50 cents} on September 28, 2007, makes a tofal payment of HK8.00
cents per share for 2007 {2006: HK19.10 cents).

Techtronic industries Co. Ltd. Annual Report 2007



Sales by Product

Power Tools
68%

Floor Care
32%

New Product Focus on Cordless Power Tools '

Our Power Tools and Accessories business experienced stronger second half growth in 2007, Trflis was
due to the successful launch of new lithium ion battery cordless tools and strong sales in Europe. Milvlvaukee
improved against prior year in the second half and AEG coniinued its solid expansion. Sales of Ryobi
branded consumer tools benefited from the launch in the second half of the green lithium battery line of
tools, along with the continuing success of the One+System. We are driving product development in all
businesses through our “Strategic Business Unit” (SBU) process that has established globa! platforms and

directs development to the highest-impact programs. |

b

Hoover Integration Completed ‘

The Floor Care business achieved positive sales growth in 2007 from the core business. The addition of
Hoover to our brand portfolio is strategically important to providing a premium brand platform for future
expansion. A timely integration of Hoover was a key priority in 2007 and as a result, we have greatly reduced

i
manufaciuring costs. We anticipate this turnaround to provide profit contribution in the future years.

Techtrome Indusines Co. Lid, Annual Feport 2007
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Positive Qutiook

Qur goal is to be number one in the industries we serve and we will continue to focus on our Strategic
Drivers of Powerful Brands, Innovative Products, Exceptional People, and Operational Excellence. Delivering
innavative new products to our custormers remains the foundation of our business and last year we were
delighted with the performance of our new lithium ion cordless tools and lightweight outdoor gas products.
We cansider our brand portfolio to be the best in our industry providing tremendous opportunities far future

geographic, new product, and business segment expansion,

Our concentration in 2008 will be the continued executicn of the Strategic Repositioning Plan as we turn
to our Eurcpean operations, expanding the product categories and reach of our strong brand partfolio, and
advancing the rigor of developing and marketing innovative products. At TTI, starting at the highest levels,
we continue to nurture our strategic partnerships with major retaiters and key customers. We expect some
benefits in 2008 from our restructuring and are confident of achieving stronger growth in 2009

and beyond.

Great Brands in our Businesses

Our Power Tool, Qutdoor Product, and Floor Care businesses benefit from exceptional brands that
professionals and consumers trust. We expect to further our market leading position in North America
during 2008 with the planned introduction of new innovative products. Outside the U.S. we expect sales

expansion supported by continued growth of the Canadian economy and our intensified marketing efforts

Sales by Geographic Location
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in Europe, the Middle East, Latin America, and Australia. As a result, the Company has achieved
double-digit revenue growth in the first quarter of 2008 and expects such growth to be maintained over

the year,

New CEO

Joe Galii, cur newly appointed Chief Executive Officer, successfully led the acquisition and integration of
Hoover. Under his guidance, leaders in our geographic, brand, product, and operational business udits are
seizing the opportunities for growth, product innavation, and operational efficiencies with enthusiasm. We
recognize leadership development and a career roadmap are important to our employees who are the
engines of our business. TTl is excited about our new initiatives that will grow our employee capital such

as the Milwaukee global training center.

[ would like to close by thanking our employees for their passionate cammitment to profitably growing our
business and making 17| recognized as the world leader in our industries. | thank my fellow directors for
their advice and thoughtful approach to governance and oversight. Finally, we sincerely appreciate the

support of our shareholders, customers, and partners.

b

-

Horst Julius Pudwill
Chairman

Techtronic Industnies Co. Ltd. Annual Re port 2007
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Chief Executive Officer's Message

| am highly encouraged by the
progress our team Is making
throughout TTI’s business units
and operations worldwide.
Momentum Is building through
all parts of this company.

Joseph Galli Jr
Chief Executive Officer

].O Techtronic Industries Co, Ltd. Anpual Report 2007
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|
TTlis a company with an exciting future! We have built a leadership “platform” of high-potenitial business
units, strong marketing companies, and wortd class manufacturing facilities around the globe. We plan to
capitalize on the vast potential of this platform by implementing our Strategic Roadmap for success. This
Strategic Roadmap focuses on four elements: |

1. Powerful Brands

2. Innovative Products

3. Exceptional People

4, Operational Excellence

With the addition of the Hoover and the Stiletto brands in 2007, we now have a tremendous portfolic of
Powerful Brands. We will build these brands with comprehensive marketing programs worldwide. These
marketing initiatives are designed to build strong end-user preference for TT1 brands. |

The best way to build brands is to fuel these brands with a continuous stream of innov'ative,
value-added, demonstrably better new products. TTY is a new product machine!We have a global network
of “Innovaiion Centers” teeming with talented engineers and product managers who are focused on new
product development. We increased our R&D spending in 2007 by 25% to drive an even greater flow of
new products. You will see a growing number of high-impact new product launches in 2008 and beyond
This Annuaf Repart showcases a fraction of our 2008 new product flow.
I

We believe Exceptional People drive exceptional results. Over the past year we have focused on building
a stronger management. We have blended a mix of outstanding TTI veteran managers together with an
impressive group of highly regarded managers recruited from outside. We now have a strong management
team in place leading this company. When you read the list of names on the TTI team in this report, you
can see why we feel fortunate to have so much talent in one company!

TTI has launched a comprehensive campus recruiting program to build a talent pool of exceptional people
for the long-term. We recruited 155 outstanding college graduates in a variety of functional areas in 2007.
We formed the Leadership Development Program (LDP) to formally develop and mentor the fresh recruits
to prepare them for fuiure assignments.
i

We are rolling out a company wide Operational Excellence initiative. TTI's Operational Excellence initiative
represents an obsession to improve quality, offset inflation and lower costs, improve our business processes,
and establish targets and metrics for key deliverables. We will monitor our progress through the TTI Operating
Cycle series of annual, semi-annual, and quarterly reviews, We believe we have immense opporiunity to
“Raise the Bar" and take our execution to the next level.

Although TTI is a company with a rich history of success, our Strategic Roadmap will ensure that our best
times are ahead of us.

in closing, | would like io thank Horst Pudwill for his tremendous support. Horst has been a remarkabte
mentor, advisor, motivator, and new idea catalyst for me since | joined TTI. 1 am extremely grateful that |
am able to work closely with Horst as we build TTl in the years ahead.

Ot

oseph Galli Jr

Chief Executive Officer

Techtrenic Industnes Co. Lid Annual Report 2007
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Chief Executive Officer's Message
Our Strategic Roadmap

TTi has a strategic foundation comprised of four POSITIONED FOR GROWTH
initiatives that steer our competitive advantages.

Over the past several years the Company concentrated on
devzloping business practices that aligned with these initiatives. OPERATIONAL
Facing demands of a globally expanding business the size of EXCELLENCE

TTI. we created a clear Roadmap that we expect will deliver
susidined profit growth. This Roadmap aims beyond TTI as
we know it today to the world class company we enviston for

our future. 4 . ‘PEOPLE

INNOVATIVES
PRODUGISIR

POWERFUL
BRANDS

S‘trategic Roadmap Gross Margin Enhancement: Offset  Generate Free Cash Flow
Inflation + Improve Gross Margin + Compleie restructuring
e Gross Margin Enhancement ¢ High margin new products « Complete new China Campus
* MHoover restructuring ¢ Increase EBIT
« Drive Double-Digit Sales Growth . Milwauk.ee restructuring * Reduce work!ng gapital as a % of sales
* New China Campus » Reduce fixed capital as a % of sales
» Comprehensive TTI productivity
* Generate Free Cash Flow initiative Organizational Development
* Global manufacturing plan * Build a team of Exceptional People
* Organizational Development » Create a sustaining resource of
Drive Double-Digit Sales Growth leadership and technical talent
» Operating Cycle Deployment » Invest in R&D
* New China Innovation Center Operating Cycle Deployment
¢ Global Floor Care R&D Center * Annual: Strategic Planning,
» Cordless product leadership Qrganization Review and Budget
* Start-up new business e Semi-Annual: Global Product Summits
* Geographic expansion * Quarterly: Operations Reviews
* New product vitality rate + Monthly: Financial Management
Reports ‘

]. 2 Techtranic Industnes Co. Ltd. Annual Regort 2007



TTI World Wide

Canada
* Power Equipment and Floor Care
- Sales and Marketing

[ .
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» Power Equipment

Europe

- Sales and Marketing
- Research and Development

Asia
* TTI World Wide Headquarters

« Power Equipment and Floor Care
- Sales and Marketing
- Research and Development
- Manufacturing

- Manufacturing
* Floor Care
- Sales and Marketing
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United States

Milwaukee Professional Tools
- Sales and Marketing

- Research and Development
- Manufacturing

¢ Consumer and Trade Tools
- Sales and Marketing
- Research and Development

Outdoor Products

- Sales and Marketing

- Research and Development
- Manufacturing

Floor Care

- Sales and Marketing

- Research and Development
- Manufacturing

Middle East, Africa,
Indian Subcontinent

* Power Equipment and Floor Care
- Sales and Marketing

Australasia
» Power Equipment and Floor Care
- Sales and Marketing

Latin America
» Power Equipment and Floor Care
- Sales and Marketing

Techtrome Industnies Co. Ltd.

Annual Re port 2007 1 3



o and lightweight and provides 10 times less recoil
shock than steel! It also features a magnetic Nail -

The Homelite 20" Chainsaw is powered by a . -,
48cc 2 cycle gas engine providing jqcn';é"ase‘d' 1 K
durability and professional performance. s ¥
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Review of Operations

Power Equipment

o Power Tools Delivered Low Single-Digit Growth
o Europe Expanded Nearly 20%
o Qutdoor Products Improved Profitability

Division Turnover

Power Equipment
68%

Flgor Care
32%

Professional and consumer power tool segments grew

— Milwaukee manufacturing transfers and restructuring on track
— Strategic retail partnerships in key markets

— Lithium ion launched across all power tool brands

— Ryobi Hyper-green lithium ion power tools expand One+Sysiem
— Homelite Mightylite products delivered market gains

Ryobi One+System expanded into outdoor products
— Re-entry into gas powered chainsaws and pressure washers

Stiletto integrated
— Core management teams strengthened

].6 Techtronic Industries Co. Lid. Annual Report 2007



The Power Equipment business, which includes Power Tools &
Accessories, and Outdoor Products experienced growth in the
back half of 2007 despite worsening market conditions in our
core North American market. Successful new product launches
as well as efforts to expand our business in other geographic
regions led the way for growth. For the full year, sales was at
HK$16.88 billion or a decline of only 1.4% against last year,
Profit margin for the full year before restruciuring and transition
costs was at HK$1.23 billion or a decline of 16.2% resulting
primarily from sirategic investmenis in R&D and advertising.

Power Tools & Accessories

Operations Review

Far the full year 2007, Power Tools & Accessories experienced
growth on the back of cur powerful brands and lithium ion
batiery platforms.

Milwaukee 12V Lithium ion
Mspector Digital Inspection Camera
Delivers professional users
unsurpassed image quality for
accurate diagnosis, digitat zoom for
up-close inspection, and the latest
in lithium ion battery technology for
up to three times the run-time on
one battery charge. The Mspector is
the second introduction of the
Milwaukee 12V lithium ion cordless
system, allowing users to
interchange batteries amongst a
series of class-leading
Milwaukee professional
compact cordiess tools.

In the professional segment, the combined sales of Milwaukee
and AEG delivered high single-digit growth in the 2nd half of
2007, Full year sales grew by a low single-digit rate. Milwaukee
was able to capitalize on the commercial construction market
which helped offset the weakness in the residential construction
market. The advanced Milwaukee lithium ion battery technology
was extended with the launch of a range of comnpact tools: the
18V lithium ion cordless compact driver drill, the: 12V lithium ion
cordless sub-compact driver, and the 4V lithium ion cordless
screw driver. We also implemeqted an enhanced product
development process, ‘VIGOR’, in line with the group's global
cross-function strategy for Milwaukee. VIGOR significantly
increases speed-to-market for nevs;' products, actively leverages
innovation across categories, and places greater focus
on end-user research, ensuring a steady flow of innovative new
products that addresses the needls of our customers.

Milwaukee 18 Volit

Compact Drill

Hibirzuise 18Y lihium ion®
ser gnif delivers =

superior gerformancain a

compact package. Powered

oy Milwaukse's innovative
fithium an Batiery
technology. this vorid class
leading tool dzlivers up 0
three umes the number of
batiery charges, two timies
the battery iz, and
unparzllelec periormance in
atool this sizz. Thefirst in a
series of mnovative 18Y
llimem 1on producis sure to
change the viay users view
professional cordless.

Techtronic Industries Co. Lid. ! Annual Reodart 2007 17



Review of Operations
Power Equipment

AEG performed well in Europe as well as the Middle East and
Africa benefiting from the new product launches of large
hammers, angle grinders, and new cordless drills. We expect
AEG Dbrand tools to be a growth platform in Europe and
developing markets as the product range is refreshed and
expanded with new products.

TT introduced twelve new RIDGID lithium ion tools positioned
as best-in-class including a super-compact drill driver using a
new 12V lithium ion battery platiorm. The new 12V drill driver
combines powerful lithium ion technology with an innovative
integrated clutch and chuck system ensuring the tools’
performance and versatility outperform the competition in the
12V cordless class. RIDGID power tools have become a true
professional power tool force on the residential construction

job site.

In the consumer segment, Ryobi branded tools grew by almost
a double-digit rate for the full year. New product launches and
an aggressive marketing campaign fuelled the growth. A total
of 27 new Ryobi branded products were launched throughout

Ryobi 12V
Lithium ion Drill

The Ryobi branded 12V
lithium ion dril) provides
4 times the run time,

is 30% lighter and more
compact than its
predecessor, a true
innovation leader in the
12V class.

18 Techtronsic Industries Co. Ltd. Annual Report 2007

the year with positive retail sell-through resulis. The year's
high-profile launch was the Ryobi branded 18V lithium ion line of
Hyper—green tools in North America in the second half of 2007.
The launch was supported by a successful marketing campaign
and achieved sales well ahead of expectations. The new 18V
lithium ion battery uses the same battery platform as the existing
One+System, a favourite with re-modellers and value conscious
pro users. The popularity of the One+System coupled with the
introduction of lithium ion technology deliver true professional
quality performance at highly competitive prices.

Our contract manufacturing business remains an area of
importance. The Sears Craftsman brand and other key
customers have benefited from the lithium ion technology and
other new product innovations created by TTI. The US economy
has impacted this business segment’s customers; however the
customer mix is broad and opportunities for expansion are in
the product development plans.

Our Accessaries business remained an important contributor
of both sales and profit. We expect Accessories will continue

Ryobi Lithium ion Conversion Kit
The new Ryobi branded One+
lithium ion battery upgrade kit is
perfect for the One+ user who
already has several One+ tools but
wants the enhanced performance
of a lithium icn battery.




to show strong scape for growth. Milwaukee launched its first
wave of new accessories last year and has a pipeline of new
products being developed. The Rycbi brand was backed by
sales of innovative multi-piece sets and promotions through
their high-volume DIY retail customers. Qur commitment to
OEM customers in carbide drilling is important and provides an
opportunity for future growth.

Further restructuring and consclidation of the Milwaukee and
AEG operations continued to drive cost savings as we execute
our plans. Added efficiancy gains have been made in
coordinating our new product development process, R&D, and
international Concept Centers. The resulting improvements in
new praduct speed-to-market and customer-centric innovation
processes are already delivering both efficiencies and
competitive benefits.

A strengthening of our commitments and partnerships with
important customers in the UK and Australia reflects
a commitment TTl makes towards our partners around the
world. The focus an creating brand value with end-users,

Ryobi Lithium ion
Combo Kit

The four piece combo kit
has all the basic tools
for any do-it-yourselfer,
remodeler, or pro.

|
delivering innovative new products, and Operat.onal Excellence

has solidified key relationships in the US, Canada, France, and
many other markets. Qur ability to provide large-scale retailers
with assured product diversity, quality guarantees, as well as
high-impact marketing and merchandising, store service, and
product training are important aspects to drivirg business with
our partners. !
Outlook
Growth in core categories is expected from unreleniing
investment in new product technoiogy platforms and innovative
solutions fer both tools and accessories. We have established
a stable platform te build on our successes in our core praduct
categories while continuing to exband into new markets. The
TTI brand portfolic is the strongest in our incustries and our
brands are aimed at end-user seg;ments.

[
In logistics and manufacturing,' we have a mature, highly
efficient, and well-managed prod'uction base with associated
supply partnerships in China's Pearl River Delta. The new Asia
manufacturing campus and Innovation Center will bring
efficiencies and quality enhancements.

AEG 12V Compact
Drill Driver

The AEG drill driver
powered by 12V
lithium ion battery
technology delivers
superior torque and
versatility through
innovative compact
design.

R U I T T PR  TAr PRI
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Review of Operations
Power Equipment

The foundations are now in place for rapid geographic
development and expansion in Canada, the Middle East, Eastern
Furope, Latin America, and Australia, ail of which offer potentially
strong growth. We will maintain our drive for leadership
through innovation, leveraging the group’s many cross-brand
product development and technology synergies, and we will
strive for ongaing cost reductions through a continuing
commitment to the Group's Cost Improvement Program.

QOutdoor Products

Operations Review

Outdoor Products margins improved in 2007 despite a decline
in sales. Gains in operational efficiencies as well as better mix
from our new products contributed to the profit growth.
Sales declined due to a strategic temporary withdrawal from
pressure washers and chainsaws. We will re-enter these
categories in 2008 and we expect to more than regain lost
market share.

Homelite Electric Range

The new Homelite electric
powered range of products offers
features and benefits which allow
for comfortable operation and
versatility. The newly launched
range covers all main Qutdoor
Product categories including,
chainsaws, blowers,
trimmers, shears, and
pruners.

20 Techtromee Industnes Co. Lid.

Annual Report 2007

The year's highlight was the l[aunch of the Mightylite range under
the Homelite brand. This inciuded entering a new product
category of gas hedge trimmers. Fundamental to this was the
successful development of an emissions efficient, lightweight
26cc engine, which rasulted from the close cooperation between
our US and China product development centers. In the US,
we introduced under the Ryobi brand the Quick-Fire Carburetters
making engine starts significantly easier and more efficient.
Other highlights included the launch of Homelite blowers, and
the world wide expansion of the Ryobi One+ program into
QOutdoor Products.

In Europe and other markets outside of North America, the
distribution reach of Power Toals has laid the groundwork for
our brands tc become leaders in gas powered QOutoor Products
categories. Mightylite was successfully launched in the UK,
continental Europe, and other key markets. The new distribution
network in Eastern Europe and Russia is now successfully

marketing Homelite.



Our Product Development has been brought together through
the outdoor product SBU process, which enabled the business
to be focused on global platforms and driving innovation.

Outlook

The Quidoor Products business is positionad for growth in 2008
with significantly impactiul new products being launched
throughout the year. Key milestones will be the launch of a
complete range of Homelite portable electric products and new
gas powered chainsaws and pressure washers in North America.
The pressure washer program is comprehensive and innovative,
taunched in early 2008 with additional products planned for
later in the year. The first half of 2008 will be marked by the
introduction of the user-friendly Touch Start gas powered string
trimmer. This will then be fallowed later in the year by a range
of electric start products which uses the Ryobi 12 volt battery

pack.

Outdoor Products will benefit from the geographical expansion
of TTI. The new and refocused regions will be important markets
for cur Homelite and Ryobi branded gas products. Additionally,
our contract manufacturing business has new opportunities
with our 26¢c engine technology and future developments
currently underway. The organization will be moving aggressively
to seize many of these opportynities and 1o deliver new
business. |

Ryobi OQutdpor — Touch Start Trimmer
The Ryobi branded Touch Start gas
trimmer is fhe first electric start
trimmer onjthe market. Its 12V
cordless on| board efeciric start

system allows users to start the 30cc
gas engine fat the touch of a button
for the ultstnate 1n efficiency and

convemenT.
|

Techtromic tndustries Ca. Lid. Annual Report 2007 2 ]_



Review of Operations

Floor Care

o Sales Growth in Core Business
o [ntegration of Hoover Completed
o Global R&D Center Established

Division Turnover

Power Tools
68%

Floor Care
32%

~ Hoover integration positions the business for profitability

- Consolidation improves cost efficiency, productivity, and customer service
— Global R&D Center opened in Ohio, US

— Introduced an improved NPD process

— Vax continues expansion

— Dirt Devil Designer Series gains market share in US

22 Techtronic Industries Co. Ltd. Annual Report 2007



The Floor Care business, led by our brands Dirt Devil, Vax, and
the newly acquired Hoover grew 67.8% in 2007 with a combined
sales of HK$7.90 billion. Without Hoover, sales was at HK$4.92
billion or a growth of 4.5%. Increased national advertising as
well as focused retail account management contributed to the
growth. Global commodity infiation had a negative impact in
our profit margins and was partially offset by new product
introductions and better product line management. Profit margin
before restructuring and transition costs was at HK$178 million
excluding Hoover. Including Hoover, profit margin before
restructuring and transition costs was at HK$147 million
reflecting Hoover's less efficient operations.

Operations Reviews

The restructuring and integration of Hoover to our Floor Care
division was completed ghead of schedule. The integration
provided an excellent testing ground for TTI's global management
structure which proved successful on all levels; encompassing

the coordination and/or transferl of logistics, supply chain,
production, and technology on ‘an international scale. The
restructuringincluded integrating producticn in North Canton, Ohio
into TTI's Texas, Mexico, and current PRC manufacturing
facilities. Logistics was also consplidated alor gside the other
businesses, and the Division's leadership team was significantly
strengthened with the addition Iof proven industry experts.
We have now sei the stage for Hooyer's future profitable growth.
In North America, the Hoover and Dirt Devil product ranges
were updated during the year leveraging the combined product
and technology portfolios. In addition, non-performing products
were systemaiically phased out. Apart from the Nano-Lite and
new derivatives of the WindTunnel Cyclonic model, no new
major platforms were launched under the Hoover brand during
2007 as the Division prepares thelbrand for its major re-launch
in 2008,

anniversary edition

CELEBRATING 100 YEARS

of

excellence in floor care
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Review of Operations
Floor Care

Dirt Devil continues to ride on the success of its high margin
Designer Series, featuring new cordless models designed by
world-famous New York-based product designer Karim Rashid.
This has contributed to a market share increase in the past two
years. During the year, both the Kruz hard floor clearer and the
Kurv hand held cleaners were added to the Designer Series
line-up. This has firmly repositioned Dirt Devil as a
design-conscious and aspirational brand. Already, there is strong
retailer anticipation ahead of the 2008 Designer Serics
introductions of the Brum and the Kwik and we expect further
growth in this category.

In the UK, the Vax brand continued to enjoy market-leading
success in its core bagless cylinder and carpet washer product
categaries, achieving double-digit sales growth. Vax has further
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improved its market position on the back of an aggressive new
product stream. Key new product ranges have leveraged the
technologies acguired under the Hoover acguisition, with the
Mach 6 and the All Terrain, the Vax brand's hero products of
the year. The brand also achieved strong growth in Russia and
Eastern Eurcpe.

We completed a global recrganisation of engineering and
product development resources in 2007. A rew R&D center
was completed in TTI Floor Care's North America headquarters
in Ohio to consolidate R&D activities for all our brands and OEM
businesses globally.

This investment will enable a more robust new product pipeline
and will centralize the Group's design development to leverage
our market-leading technology capability globally. Vax is already
benefiting from the globalization of our product development
and technology sharing processes, which will see the brand
strengthen with the introduction of several new product
categories during 2008,

Dirt Devil Designer Series:

Designed by famed product designer,

Karim Rashid, all products in the Designer
Series line have an elegant, sculptural form.
The beauty of these tools give consumers the
confidence to leave them on display in any
roem. This takes the cordless convenience to a
new level, Tools that are always charged and
always ready for use.



Additionally, a new flogr care preduct development process was
introduced, enabiing the division to leverage the Group’s world
wide R&D platform. These initiatives reflect the Group’s
commitment to accelerated speed-to-market, increased
end-user research, and the application of innovation potential
across all our floor care brands and product categories.

Outlook
While Dirt Devil is positioned as the design-conscious brand
with clever innovations that make cleaning fun and easy, the
acquisition of Hoover allows us to occupy the premium
cleaning segment. With the progressive introducticn of a
complete new product line-up starting in 2008,
Hoover will be positioned as the Cleaning
Authaority, providing best-in-class technology
and a consumer experience based upon
high-performance, design excellence, and added
value. This will be a multi-platform product fine
approach, covering cordless lithium ion
powered products as well as corded
categories.

St

v ®

Hoaver WindTunnel Cylonic Vacuum
The Hoover WindTunnel + Cyclonic
bagless HEPA upright vacuum
combines Patented WindTunnel and
cyclonic technology o provide
lasting suction power for superior
carpet cleaning performance.

Mo . HE
llcord rewind

HEPA

'
i

The Hoover re-launch will also be accompanied by an
aggressive, 360° advertising and promotion pregram. Further
product line extensicns are alse scheduled from Dirt Devil,

In Europe, the planned expansion of regicnal sales teams and
of the Vax brand will be suppérted by the introduction of
commercial range Vax brandéd preducts to  larget the
commercial cleaning market, We'can also expect further sales
penetration in Russia and Scandinavia where new distributors

and operations are being established.
[}

Worldwide, we will continue to maximize TTI
group synérgies and introduce new
product rlanges thal leverage the

technologies acquired vith Hoover.

GAEAT FOY
OEEP DOWN
cLEANIND

Vax Dual V Carpet Washer
The Vax Dual V steam
vacuum cleaner is designed
to deep clean on the
carpeted and hard floor
surfaces in your home.
Dual V Nozzle technology,
heated clezning, patented
SpinScru> brushes, and
Auto R nse technology
combing to provide
superh floor and carpet
cleaning performance.

e
WINDTUNNEL i
mti-surface
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Group Executive Directors

Horst Julius Pudwill msc Chairman

Mr Horst Julius Pudwill, aged 63, a founding partner of TTI, has been the joint Chairman and Chief Executive
Officer from 1985 until early 2008, following which Mr Pudwill retired as & Chiéf Executive Officer but
remains in office as Chairman of the Group. As Chairman, Mr Pudwill focuses on the strategic planning
and development of the Group and continues o have oversight of the operations {Nith the Chief Executive
Officer reporting directly to him.

|
Mr Pudwill holds a Master's Degree in Engineering and a General Commercial Degree. He has extensive

experience in international business.
|

Dr Roy Chi Ping Chung P Group Vice Chairman !

Dr Roy Chi Ping Chung JP, aged 55, is a co-founder of TTI. Dr Chung, previously the Group Managing
Directer since 1985, has been appointed as the Group Vice Chairman and Executive Director of the Company
on April 18, 2007 and he is responsible for the corporate and business management of the Gioup.

Dr Chung holds a Master of Science Degree in Engineering Business Management from the University of
Warwick, United Kingdom. He was awarded an Honarary Doctorate Degree by the pniversity of Newcastle,
New South Wales, Australia in 2006. He was further awarded an Honorary Doctor of Business Administration
by the Hong Kong Polytechnic University in 2007. He was also appointed as Justice of Peace by the Hong
Kong SAR Gavernment effective on July 1, 2005 and won the Hong Keng Young Industrialists Award
in 1997.

Dr Chung is an active member of many Government commissions. He is currently the Vice-Chairman of
the Federation of Hong Kong Industries and the Chairman of Electronics/Electrical Appliances Industry
Advisory Committee of Hong Kong Trade Development Council. He is the Council member of University of
Warwick, United Kingdom. He is also the Chairman of the University Court of the Hong Kong Palytechnic
University and Council Member of Vocational Training”Council. Dr Chung, is also an Independent
Non-executive Director of Kin Yat Holdings Ltd.
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Joseph Galli Jr BsBA, MBA Chief Executive Officer !
Mr Joseph Galli, Jr, aged 50, joined the Group in 2006 as the Chief Executive Officer of Techtronic Appliances
and was appointed as Chief Executive Officer and Executive Directar of TTI effective February 1, 2008.
He is responsible for integrating acquisitions in North America and Europe, and enhancing the global sales
potential of the Group's strong brand portfolio. He is also responsible for leading the management team in
the Group's daily operation. !

I
Mr Galli joined Black & Decker in 1980 where he worked for over 19 years and held various high level
management positions, rising to the position of president of its world wide power tools and accessory
division. During his tenure at Black & Decker, he was responsible for the highly successiul Iaunch'of the
“DeWalt®" Brand heavy duty power tools in 1992. After feaving Black & Decker, Mr Galli joined Amazon.com
where he was President and Chief Operating Officer from 1999 to 2000. From 2001 to 2005, he was a
Director and Chief Executive Officer of Newell Rubbermaid inc. I

!

Mr Galli graduated from the University of North Carolina in 1980 with a Bachelor of Science in Bulsiness

Administration. Inn 1987, he obtained an MBA from Loyota College in Baltimore, Maryland. :

Patrick Kin Wah Chan rcca, FCPA, APVC Operations Director [
Mr Patrick Kin Wah Chan, aged 48, joined the Group in 1988 and was appointed as Executive Director in
1990. He is now in charge of the manufacturing operations of the Group. '

|
Mr Chan is a fellow member of The Association of Chartered Certified Accountants and the Hong Kong
Institute of Certified Public Accountants, an associate of The Professional Validation Cauncil of Honé Kong
Industries, Product Innovation Director of the Hong Keng Electrical Appliances Manufaclurers

. [
Association.

Frank Chi Chung Chan ACa, FCCA, FCPA, CPA ({Practising) Group Chief Financial Officer [
Mr Frank Chi Chung Chan, aged 54, joined the Group in 1991 and was appointed as Executive Director in
1992. He is now responsible for carporate affairs and financial management of the Group. !

Mr Chan is a fellow member of The Association of Chartered Certified Accountants and the Hong Kong
Institute of Certified Public Accountants, a member of The Institute of Chartered Accountants in England
& Wales, an associate of the Taxation Institute of Hong Kong and qualified to practise as a Certified Public

Accountant in Hong Kong. I

He is currently an Independent Non-executive Director of Gold Peak Industries (Holdings) Limited, and an
Independent Director of Tsit Wing International Holdings Limited, companies listed on the stock exchanges
of Hong Kong and Singapore respectively.
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Stephan Horst Pudwill president of Strategic Planning

Mr Stephan Horst Pudwill, aged 31, joined the Group in 2004 and was appointed as Executive Director in
2006. He is mainly responsible for managing, improving, and monitoring internal operations and identifying
synergistic business opportunities within the Group.

Prior to joining the Group, Mr Pudwill held managerial positions at Daimler Chrysler AG that included product

marketing and strategic planning for the Mercedes-Benz car group.

Mr Pudwill holds a Bachelor of Arts Degree from the University of Bristish Columbia and is
Mr Horst Julius Pudwill's son.

Non-executive Director

Vincent Ting Kau Cheung
Mr Cheung, aged 66, was appcinted as a Director in 1991. He is a Non-executive Director of Gold Peak
Industries (Holdings) Limited, listed on The Stock Exchange of Hong Kong Limited.

Mr Cheung is a graduate in law from University College, London and has been a practising solicitor since
1970. He is qualified to practise law in Hong Kong and the UK and he is now a Consultant of Vincent T.K,
Cheung, Yap & Co.

Independent Non-executive Director

Christopher Patrick Langley oee

Mr Christopher Pairick Langley, aged 63, was appointed as an Independent Non-executive Director in
2001. He was formerly an Executive Director of The Hongkeng and Shanghai Banking Corporation Ltd.
Mr Langley holds directorships in a number of publicly-listed companies and maintains close ties with the
business community in Hong Kong.
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\
Joel Arthur Schieicher cra, Bse |
Mr. Joel Arthur Schleicher, aged 56, was appointed as an [ndependent Non-executive Director in ‘1998.
He has 28 years of management experience in the manufacturing and technology/telecom services
sectors. |

|
Mr. Schleicher is the Founder, Chairman and CEO of Presidio, Inc., one of the largest implementers of
advanced |T infrastructure solutions in the United States. Since 1989, he has worked with private Tequity
firms as a consultant, adviscr, board member and held portfolio management roles including as Chairman
and CEO for Interpath Communications, Inc, CEO of Expanets, Inc. and President ang COQO for I:\Jextel
Communications, Inc. He currently, or in the past, has served on the board of directors of various‘North
American domestic and international compznies. ‘
Manfred Kuhimann :
Mr Manfred Kuhimann, aged 63, was appointed as an Independent Non-executive Director in 2004, He
was General Manager of Dresdner Bank AG Hong Kong Branch between 1994 and 1998 and Gjeneral
Manager of Dresdner Bank AG Dubai before he retired in August 2004. Mr Kuhlmann is a graduate'of the
Banking Academy, Hamburg and has extensive experience in the finance and banking industry. He joined
a European based private equity/alternative investment firm as a partner in 2005. Also since 2005 he
serves as “Hamburg Ambassador” in the UAE, to support the economic ties between Hamburg, Germany
and the UAE. }

\
Peter David Suilivan as |
Mr Peter David Sullivan, aged 60, was appointed as Independent Non-executive Director effective
February 1, 2008. He was an Executive Director and Chief Executive Officer of Standard Chartered! Bank
(Hong Kong) Limited. Mr Sullivan held governance responsibility for franchises of the Standard Cha}tered
Group in Japan, Australia, the Philippines and Bohai Bank in Tianjin, China. He also held a number of‘ other
major appointments, including as the Chairman of the Hong Kong Association of Banks and the éritish
Chamber ¢of Commerce. |

Mr Sullivan holds a Bachelor of Science Degree from the University of New South Wales.
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Financial Results

Result Analysis

The Group's turnover for the year amounted to HK$24.8 billion, an increase of 13.53% as compared to the
HK$21.8 billion reported in 2006. Profit attributable to equity holders of the parent amounted to HK$125.26
million, as compared to HK$1.1 billion reported in 2006, Basic earnings per share for the year was at HK8.41
cents as compared to HK73.18 cents in 2006. The HK$743.02 miltion restructuring and transition charges,
together with negative contributions from the newly acquired operations, were major {actors for the decrease
in both profits and earnings per share.

EBITDA, before restructuring and transition charges, amounted to HK$2.0 billion, decreased by 6.48% as
compared to HK$2.1 billion reported in 2006.

Following the Hoover acquisition, the Group’s own brand business accounted for 85.90% of toial turnover
{2006: 80.24%), reinforcing the Group's strategy to continue to expand and capitalize on its strong brand
portfolio. North America accounted for 73.07% {2006 : 73.69%) of the Group's revenue, after consolidating
Hoover. This demaonstrates the very healthy grawth in markets beyond North America which grew by over 16%
year on year.

Gross Margin

Gross margin remained comparable to that of last year despite raw material cost increases and the RMBE
appreciation as a result of favorable product mix and new products being launched during the year together
with an effective cost containment program within the Group.

Operating Expenses

Total operating expenses increased by 28.66% to HK$6.9 billion {2006 : BK$5.4 billion), representing 27.90%
of turnover (2006 : 24.62%). The increase was due to the less efficient operating costs of Hoover being
consolidated in 2007.

Design and development expenses increased by 24.94% to HK$535.13 million, representing 2.16% turnover
(2006: 1.96%). The Group wilt continue to invest in design and development not only to maintain sales growth
momentum but also further enhance margin. This been best demonstrated by the fact that despite manufacturing
costs been increasing, gross margin of the Group continues to maintain and imprave.

As discussed in the interim report, included in the other income is settlement for disputed legal matters. The
settlement agreement contains non-disclosure terms concerning the nature of dispute, the parties to the dispute
and other terms of agreement.

Net interest expenses for the year amaunted to HK$362.12 million as compared to HK$300.23 million reported
in 2006, an increase of 20.61%. The increase was due to higher cost of funds during the year, additional
working capital required for the Hoover operation and to finance the restructuring and transition costs under
the Strategic Repositioning Plan. Interest coverage, expressed as a multiple of EBITDA before restructuring
and transition was at 4.48 times (2006 : 5.50 times).

The effective tax rate, being tax charged for the year to before tax profits was at 23.05%. However, certain tax
efficiencies arising from the restructuring and transition charges did not materialize in 2007 and have been
deferred to 2008. The Group will leverage this and its global operations to further improve on overzll tax
efficiencies.
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Liquidity and Financial Resources

|
Shareholders’ Funds |
Total shareholders’ funds amounted to HK$6.9 billion, as compared to HK$7.0 billion reported last year as a
result of share repurchased during the year and redemption of Convertible bonds, and after having accounted
for the HK$743.02 million restructuring and transition costs.

Financial Position ‘
The Group's net gearing, expressed as a percentage of total net borrowing to equity attributable to equity
holders, was at 104.32% as compared to 74.14% as reported last year. The increase is mainly due to the
negative coniributions from the newly acquired operations during the year together with additional working
capital required for the Strategic Repositioning Plan (SRP). The Group remains canfident that the gearing will
improve after the successful implementation of the SRP, margin improvements from the acquired business,
together with very focused and stringent working capiial management. ,
Bank Borrowings ‘
On June 12, 2007, the Group received notice that of the US$140 million Zerc Coupon Convertible Bonds in
issue, US$127.85 million, representing appraximately 91% of the total bond cutstanding, exercised their Put
Option that the bonds be redeemed on July 8, 2007. The Put amount was fully settled on the due date.

Following the redemption of the convertible bonds, long term debts accounted for 41.27% of the total debt as
cornpared 10 62.54% in 2006. '

The Group’s major borrowings continued to be in US Dollars and HK Dollars. Other than the fixed rate notes
and the unredeemed portion of the Zero Coupon Convertible Bonds, all borrowings are either LIBOR or Hong
Kong hest lending rates based. There is a natural hedge mechanism in place as the Group’s major revenues
are in US Dollars and currency exposure therefore is low. Currency, interest rate exposures together with cash
management functions are all being closely meonitored and managed by the Group's treasury team. :
Working Capital |

Total inventory increased from HK$4.C billion in 2006 to HK$5.9 billion in 2007 with the consolidation of
Hoaver's operation and additional inventory built during the year for the strategic repositioning plan. The number
of days inventory increased by 6 days from 67 days to 73 days. The Group will focus in recucing the inventory
level and improve inventory turns.

Trade receivable turnover days were at 56 days as compared to 54 days as reported last year. The Group is
cornfortable with the quality of the receivables and will continue io exercise due care in managing the'credit
exposure.

Trade payable days extended by 3 days from 56 days reported in 2006 to 59 days in 2007.

Capital Expenditure

Total capital expenditure for the year amounted to HK$859.71 million with HK$265.80 million relatedito the
China factory expansicn and HK$130.22 million from the newly acquired Hoover business. '
Capital Commitments and Contingent Liabilities

As at December 31, 2007, total capital commitments amounied o HK$391.35 million {2006: HK$620.09
million) and there were no material contingent liabilities or off balance sheet obligations.

Charges
None of the Group's assets are charged or subject to encumbrance.

Techironic Industries Co. Ltd. Annual R :port 2007
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Hoover Acquisition

On December 7, 2006 the Directors announced that the Company on December 6, 2006 (US Eastern Standard
Time} entered into the conditional Purchase and Sale Agreement (“PSA") to purchase the Hoover Floor Care
business from certain subsidiaries of Whirlpool Corporation. The total consideration for the purchase of the
Hoover assets and two operating subsidiaries consists of the payment of US$107 million (approximately HK$831
million) in cash to Maytag Corporation {on behalf of itself and the ather selters).

All of the conditions set out in the PSA have heen fulfilled as per our announcement dated January 30, 2007
and the transaction was completed on January 31, 2007. it was fully settled at the closing of the transaction
by internal resources.

We have finalized the evaluation of the acquired assets and liabilities according to HKFRS 3. Accounting for
Business Combinations. For that purpose we retained appraisers and actuaries who worked on the valuation
of the acquired property, plani and equipment, intangibles, and long-term post retirement benefits.

Major Customers and Suppliers
For the year ended December 31, 2007

(i) the Group's targest customer and five largest customers accounted for approximately 33.22% and 54.31%
respectively of the Group’s total turnover; ang

(i} the Group's largest supplier and five fargest suppliers accounted for approximately 3.36% and 12.44%
respectively of the Group’s total purchases (not including purchases of items which are of a capital
nature).

According to the knowledge of the Directors, none of the Directors, their associates or any shareholders who
owned more than 5% of TTI's share capital had any interest in the five largest customers or suppliers of the
Group.

Human Resources

The Group employed a total of 23,685 employees (2006: 20,679 employees) in Hong Kong and overseas.
Total staff costs for the period under review amounted to HK$3,186.75 million as compared to HK$2,456.31
million last year.

The Group regards human capiial as vital for the Group's continuous growth and profitability and remains
committed to improve the quality, competence and skills of all employees. It provides job related training and
leadership development programs throughout the organization. The Group continues to offer competitive
remuneration packages, discreticnary share options and bonuses to eligihle staff, based on the performance
of the Group and the individual employee.

Strategic Repositioning Plan

The Board of Directors approved in 2007 a series of strategic repositioning initiatives designed to significantly
boost our future performance by exploiting ihe synergies and growth opportunities offered by our acquisitions
and business scale. The plan includes:

s  Re-deployment of our global manufacturing and product development capabilities;

¢ Reorganization into new product and regicnal business units for more efficient management of brands,
products, and investments; and

¢ Expanding the marketing of our brands and products in markets where they are under-represented.
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Costs and Savings

The total estimated non-recurring cost of the Strategic Repositioning Plan over thres years is about US$150
million, including about US$55 million of non-cash and US$95 million of cash restructuring charges, and
abcut US$22 million of related transition expenses. Once the redeployment and reorganisation plans have
been fully implemented, the anticipated annualised pre-tax savings should be over HK$550 million (US$70
million).

For full year 2007, the initiatives generated a pre-tax restructuring charge of HK$668.48 million (U:S$86
millign), including HK$400.70 million (US$51 million) for Hoover, and HK$267.78 million {US$35 millicn) for
other restructuring. The cash portion of these charges was HK$416.18 million, and the non-cash portion was
HK5252.30 million. In addition to the restructuring charges in 2007, we incurred related pre-tax transition
expenses of HK$74.54 millian (US$S million) that do not qualify as exit costs under HKFRS, including HK$34.19
million (US$4 million) for Hoover and HK$40.35 million (US$5 miltion} for other. ,

We estimaie the future restructuring charges to be approximately HK$500 million (US$64 million), about 65%
cash and 35% nan-cash, all to be recognised in 2008, In addilion to the further resiructuring charges in 2008,
we expect to incur related transition expenses of approximately HK$100 million (US$13 million) that do not
qualify as exit costs under HKFRS.

Repositioning Status

*  Redeployment of the Group's global manufacturing and product development capabilities is on
schedule.

. Rearganization of the Group into new product and regional business units is nearing completion.

. Initiatives to expand marketing of our brands and products in under-represented markets were launched
in several markets in 2007, and additional markets will be targeted in 2008. |

Fleor Care Division "

The Hoover integration is virtuaily complete, and the Hoover operation is on track to deliver positive operating

results for 2008 and beyond.

*  The produciion in North Canton, Ohio has been integrated into TTI's Texas and Mexico facilities and
current China facilities.
¢  Aglobal R&D center was constructed in Chig to host all US R&D activities for Hoover and Royal, and to
lead R&D globally. This investment will support a more robust new product design and development
pipeline, ensuring the Group is able to leverage globally its market leading technology capability.
*  Hoover's prior distribution activities have been migrated into Royal's existing facilities, yielding significant
cost savings, improved shipping and handling productivity, and better service levels for customers.
|
Power Equipment Division .
The move of Milwaukee producticn te China will vield significant cost savings in 2008 and beyond. [
|
¢  The production transfer of Milwaukee cordless products to the Group's China facilities is completed, and
the transfer of corded products is on target;
e TTI has announced the closure of 2 US facilities by the end of 2008.
*  The construction of 2 new facility and test labs in China, dedicated to the manufacturing of professional
toals, is almost completed and is expected to be in operation by the second half of 2008.
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TTl is streamlining European operations to optimise the production of higher complexity products io meet the
needs of the European and US markets. The majority of the European corded products have already been
transferred to China.

Regional Business Units and Expansion into Under-Represented Markets

New regional business units established during 2007 included Europe and the Middle East, Canada, and
Australasia. The leaders of these new regional units are responsible for streamlining existing operations,
developing strategic partnerships, and expanding into under-represented markets. Under-represented markets
given increased attention in 2007 included Canada, Eastern Eurcpe, and the Middle East. Markets slated for
increased attention in 2008 include certain countries in Western Europe, Latin America, and Asia including
China.

Purchase, Sale or Redemption of Shares

A total of 4,358,500 ordinary shares of HK$0.10 each were repurchased by the Company during the year at
prices ranging from HK$6.48 to HKS9.25 per share. The aggregate amount paid by the Company for such
repurchases amounting to HK$35,175,000, was charged to the retained earnings.

The repurchased shares were cancelled and the issued share capital and the capital redemption reserve of
the Company was reduced and increased respectively by the par value thereof.

The repurchase of the Company’s shares during the year were effected by the directors pursuant to the mandate
from shareholders received at the previous annual general meeling, with a view to benefiting shareholders as
a whole by enhancing the net asset value per share and earnings per share of the Company.

Except as disclosed above, neither the Company nor any of its subsidiaries purchased, redeemed or sold any
of the Company's listed securities during the vear.

Review of Financial Information

The Audit Committes has reviewed with senior management of the Group and Messrs Deloitle Touche Tohmatsu
the accaunting principles and practices adopted by the Company and has discussed internal controls and
financial reporting matters, including the review of the Group's consolidated financial statements for the year
ended December 31, 2007. The Board acknowledges its responsibility for the preparation of the accounts of
the Group.

Dividend

The Directors have recommended a final dividend of HK1.50 cents per share for the year ended December
31, 2007 (2006: HK12.60 cents) payable to the Company’s shareholders whose names appear on the register
of members of the Company on May 30, 2008. Subject to the approval of the shareholders at the forthcoming
annual general meeting of the Company, the proposed final dividend is expected to be paid on or about July
31, 2008. This payment, together with the interim dividend of HK6.50 cents per share (2006: HK6.50 cents)
paid on September 28, 2007, makes a total payment of HK8.00 cents per share for 2007 (2006: HK19.10
cents).

Closure of Register of Members

The register of members of the Company will be closed from May 28, 2008 to May 30, 2008, both days
inclusive. in order to qualify for the final dividend, all transfers accompanied by the relevant share certificates
must be lodged with the Company’s share registrars, Tricor Secretaries Limited, at 26/F., Tesbury Centre, 28
Queen’s Road East, Hong Kong not later than 4:00 p.m. on May 27, 20C8.
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Corporate Governance Report

The Company is committed to maintaining high standards of corporate governance with a view to assuring
the conduct of management of the Company as well as protecting the interests of all shareholders. The
corporate governance principles of the Company emphasis a quality Board for leadership and con'trol of
the Company, effective internal contrals, transparency and accountability to all shareholders. l
1
Compliance with Code of Governance Practices |
The Company confirms that it has complied with all the code provisions of the Code on Corporate Governance
Practices (the “CG Code") set oul in Appendix 14 of the Listing Rules throughout the year ended December
31, 2007, save that:
|
1.  The roles of Chairman and the Chief Executive Officer of the Company were performed by Mr‘Horst
Julius Pudwill until February 1, 2008. Mr Joseph Galli Jr was appoinied Chief Executive Officer and
Executive Director of the Company effective February 1, 2008. Mr Pudwill continues in his r(:JIe as
Chairman and Executive Directar. This is to allow Mr Pudwill to focus on the strategic planning and
development of the Group. These changes are made in respond to the ongoing expansion and
development of the Group and to comply with the requirement of the recommended code provision
A.2.1 of the CG Code that the roles of Chairman and Chief Executive Officer should be separate and
not be performed by the same individual.

2. None cf the Directors are appointed for a specific term since they are subject to retirement by rotation
and re-electicn in accordance with the Articles of Assaociation of the Company. Under Article 103 of
the Articles of Asscciation of the Company, one third of the Board must retire by rotation atleach
annual general meeting of the Company and, if eligible, offer themselves for re-election. '

Board of Directors

Roles and Responsibilities

The board of directors ({the “Board") assumes responsibility for leadership and management of the Gr‘oup's
affairs and concentrates on matters affecting the Group's overall strategic policies, finances, shareholder
‘nterests and corporate governance. Principle responsibilities of the Board include, but are not limited to,
the following: !

*  decide or consider matters covering major acquisitions and disposals, appcintment of Director‘s and

external auditors, and other significant operational matters. I
[l

*  monitor and control the Group’s operation and financial performance through the determination of
the annual budget and continuous review of performance results.

‘Written procedures have been formally adopted to govern the delegation of daily management responsibilities

lo the senior management of the Group and the reservation to the Board of specifically identified matters.

The procedures are reviewed by the Board periodically. |

_ . . . ) ) .
Each Director has a duty to act in good faith and in the best interests of the Company. The Directors,

collectively and individually, are aware of their responsibilities and accountability to shareholders, fdr the
manner in which the affairs of the Company are managed and operated. !
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Board Composition

Following the appointment of two new Directors on February 1, 2008, the Beard consists of six Group
Executive Directors, one Non-executive Direcior and four Independent Non-executive Directors. The
composition of the Board of the Company is as follows:

Group Executive Director

Mr Horst Jutius Pudwill (Chairman)

Dr Roy Chi Ping Chung JP (Vice Chairman)

Mr Joseph Galli Jr (Chief Executive Officer) — Appainted on February 1, 2008
Mr Kin Wah Chan (Operations Director}

Mr Chi Chung Chan (Group Chief Financial Officer)

Mr Stephan Horst Pudwill (President of Strategic Planning}

Non-executive Director
Mr Vincent Ting Kau Cheung

Independent Non-executive Director

Mr Christopher Patrick Langley 0BE

Mr Joel Arthur Schleicher

Mr Manfred Kuhlmann

Mr Peter David Sullivan — Appointec on February 1, 2008

Effective from February 1, 2008, the roles of Chairman and Chief Executive Officer have been
separated.

The role of Chairman comprises, but is not limited to, the following:

a}  Toensure that alt Directors are properly briefed on issues arising at Board meetings.

b) To ensure that Directors receive adequate information, which must be complete and reliable, in a
timely manner,

c¢) Toensure that good corporate governance practices and procedures are established.

d) Toencourage all Directors to make a full and active contribution to the Board's affairs and to take the
lead to ensure that the Board acts in the best interests of the Company.

e} Toensure that appropriate steps are taken to provide effective communication with shareholders and
that views of shareholders are communicated to the Board as a whole.

The role of Chief Executive Officer comprises, but is not limited to, the following:

a) To lead the management team in the Group’s daily operation.

b} Toassist the Group in integrating acquisitions in North America and Europe, and to enhance the global
sales potential of our strong brand portfolio.
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1
All Directors are subject ta retirement by rotation at least once every three years pursuant to the Company's

Articles oi Association and the Listing Rules. Also, any Directors appointed to fill a casual vacancy,would
be subject to election by shareholders at the first general meeting after their appointment. The biographical
details and relevant relationships are set out on pages 28 to 31 of this annual report.

Every newly appointed Director is provided with orientation detailing the duties and responsibili'ties of
directors under the Listing Rules, the Company’s Articles of Association, related ordinances and relevant
regulatory requirements of Hong Kong. Presentations are, as necessary, given by senior executives of the
Company and external professionals. Training and updates are offered to Directors as necessary to ensure
that Directors are aware of the lalest changes in the commercial and regulatory environment in which the
Company conducts its business.

|
Every Director is aware that, before accepting appointment as a Director, he must be ahle to give sufficient
time and attention to the affairs of the Company.
The Company has directors’ and officers’ liability insurance coverage in place to protect Directors fro;n loss
as a result of legal proceeding against the Company. |
The Company has received an annual confirmation of independence from each of the Independentj Non-
executive Directars. The Campany is of the view that all the Independent Non-executive Directors méet the
guidelines for assessing independence set out in Rule 3.13 of the Listing Rules and still constders them to
be independent. }

]
Compliance with the Model Code for Securities Transactions |
The Board has adopted the provisions of the Model Code for Securities Transactions by Directors of Listed
Issuers set out in Appendix 10 of the Listing Rules (the “Model Code"). The Company has made specific
enquiry of the Directors regarding any non-compliance with the Model Code during the year ended December
31, 2007 and all of them confirmed that they have fully complied with the required standards as set'out in
the Model Code. i

i
The Board has also adopted another code of conduct on terms no less onerous than the Model Codle that
applies to securities transactions of all relevant employees who may be in possession of unpublished price
sensitive information in relation to the Company (the “Code for Securities Transactions by Refevant
Employees™).

Both the Model Code and the Code for Securities Transactions by Relevant Employees have been published
on the Company's website (www.ttigroup.com).

Board Meetings '
The Board is committed to at least four scheduled meetings in a year and will meet more frequently as and
when required. All members of the Board are given complete and reliable information in relation to the
affairs of the Group, and receive the support from and access to the Company Secretary of the Con|1pany
in respect of all meetings of the Board. Each Director is afforded access, on his request, to senior management
of the Group and to independent professional advice in perfarming their duties at the Company's expense.
All Direciors receive briefings and professional development training as necessary lo ensure a proper
understanding of the business of the Group and their responsibilities under statute and at commonlaw.

|

|

!
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The Board held six meetings during 2007, The summary at the end af this report sets out the atlendance
record of each Director. Proposed Board meeting dates for 2008 were set in the last Board meeting held
in 2007 io facilitate maximum attendance of Directors. The meeting agenda is set by the Chairman in
consultation with members of the Board.

Minutes of the Board/committee meetings with sufficient details of matters and concerns discussed are
kept in safe custody by the Company Secretary of the Company, are sent to the Directors for record and
are open for inspection by the Directors.

Board Committees

The Board has delegated various responsibilities to an Audit Cornmitiee, a Nomination Committee and a
Remuneration Committee. The majority of the members of each committee, other than Nomination
Committee, are Independent Non-executive Direciors. This ensures the independence of views and opinians
expressed by the Directors at the respactive committee meetings. The committees report back to the Board
on their activities and decisions.

Audit Committee

The main role and function of the Audit Committee is to ensure the effectiveness of the internal control
system and compliance with the Group's obligations under the Listing Rules and other applicable laws and
regulations, and to oversee the integrity of the financial statements of the Company.

The Audit Committee is comprised of three Independent Non-executive Directors (being Mr Joel Arthur
Schleicher, Mr Christopher Patrick Langley cge and Mr Manfred Kuhimann) and is chaired by Mr Joet
Arthur Schleicher. Each member of the Audit Committee has professional, financial, or accounting
qualifications as required under the Listing Rules.

The Audit Commitiee held five meetings during 2007, with 100% atlendance rate, to review with the Group
Chief Financial Officer, the Head of Internal Audit, other senior management and the external auditors, the
Group’s significant financial matters, internal controls, the Company's accounting principles and practices,
risk management, financial reporting matters {including the interim and annual results for the Board's
approval) and findings of internal and external auditors.

The Audit Committee has scheduled five regular meetings for 2008.

Nomination Committee

The main role and function of the Nomination Commiitee is to ensure a fair and transparent process of
Board appointments, and in particular to assist the Board to identify suitable candidates and make
recommendations for consideration of the Board and shareholders.

The Nomination Committee is comprised of four members, and is chaired by Mr Horst Julius Pudwill
{Chairmany}, the other members being Mr Vincent Ting Kau Cheung, Mr Christopher Patrick Langley oBE
and Mr Manfred Kuhlmann.

The Nomination Committee held two meetings during 2007 with 100% attendance rate. Matters considered
by the Nomination Committee during 2007 included:

«  review of the independence of Independent Non-executive Direciors

. review of the structure, size and composition of the Board
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»  recommendation to the Board on the appointment of Dr Roy Chi Ping Chung as Vice Chairman of
the Company b

« recommendation te the Board about the re-election of retiring Directors at the annual general !
meeting '

i
»  review the updated policy for the selection and nomination of directors, which was adopted by the
Board on November 26, 2007 i

+  review the updated terms of reference of the Nomination Committee !

The Nomination Committee has scheduled two regular meetings for 2008.
|

Remuneration Committee !

The main role and function of the Remuneration Committee is to assist the Board in developiné and
administering a fair and transparent procedure for setting policy on the overall human resources strategy
of the Group and the remuneration of Directors and senior management of the Group, and for determining
their remuneration packages, on the basis of their merit, qualifications, and competence, and having rlegard
to the Company’s operating results, individual performance, and comparable market statistics.

The Remuneration Commitiee is comprised of four members, and is chaired by Mr Vincent Ting Kau
Cheung, the other members being Mr Christopher Patrick Langley 0Be, Mr Manfred Kuhimann and Mr Joel
Arthur Schleicher {appointed a member on April 17, 2007).

[
The Remuneration Committee held five meetings during 2007 with 100% attendance rate. The Remuneration
Committee, among other things, considered the following matters during 2007:

*  review of the remuneration policy of the Directors and senior management of the Group '
. review of the updated terms of reference of the Remuneration Committee |

* review of the new share option scheme, which was adopted at the annual general meeting heid on
May 29, 2007 '

* review of the Share Award Scheme, which was adopted by the Board on 9 January 2008

The Remuneration Committee has scheduled three regular meetings for 2008.

Accountability and Audit

The Board acknowledges its respensibility for the preparation of the accounts of the Company.

Internal Control |

In respect of the year ended December 31, 2007, the Board has reviewed the internal control systems of
the Group. The Board is responsible for approving and reviewing key internal contro! policies including
delegated authorities, policy on market disclosure and investor relations, non-audit services and treasury
management policy. An internat control system is designed ta provide reasonable, but not absolute assurance
that material misstatement or loss can be avoided, and to manage and minimise risks of failure in operational
systems. i
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The Board, and in particular the Audit Committee, conducts a continuous review of the effectiveness of
the Group's system of internal control. The “Internal Control — Integrated Framework” developed by the
Committee of Sponsoring Organisations of the Treadway Commission (“COS0") is used as a framework for
the continuous review. tn 2007, the review included:

¢ The organisation structure and delegated authorities
«  The performance and adequacy of accounting and information systems
¢« The risk management process including formal risk assessment at the enterprise level

+«  The risk management functions and their performance indicators including discussions with senior
managemernt responsible for day-to-day management of significant risks

¢ The effectiveness of the Company’s procedures relating to statutory and regulatery compliance

*  The scope and quality of management’s cngoing monitoring of risks and sysiem of internal control

The Board and senior management continuously update, develop and improve the internal control system
of the Group.

External Auditors

The external auditors of the Group are Deloitte Touche Tohmatsu, and in 2007, Delcitte Touche Tohmatsu
provided the following audit and non-audit services to the Group:

Nature of Services ) Amount (HK$million)
Exterpal Audit Services 1.8
Taxation Consultancy Services 1.2
Other Consultancy Services 0.2

Deloitte Touche Tohmatsu is also the tax advisers of the Hong Kong companies of the Group. The other
consultancy services provided by Deloitte Touche Tohmatsu comprised professional services conducted
under the terms of specified engagaments.

The nature and ratio of annual fees to external auditors for audit services and non-audit services are subject
to scrutiny by the Audit Committee. All non-audit services from external auditors are regulated by a Policy
on Nen-Audit Services published on the Company’s website (www.ttigroup.com).

In addition, in order to enhance independent reporting by external auditors of the Group, the Independent
Non-executive Directors and the external auditors of the Group meet without the presence of the management
of the Group every year.
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Investor Relations and Shareholder Communications |
The Company understands the importance of maintaining effective communication with its shareholders
and investors and is committed to provide timely, efficient and accurate information to them. A Policy on
Market Disclosure, Investor Relations, and Shareholder Communication, published on the Comp;any’s
website (www.ttigroup.com), ensures that the Company complies with its disclosure cbligations und}er the
Lisiing Rules and other applicable laws and regulations, and that all shareholders and potential investors
have an equal opportunity to receive and obtain externally available information issued by the Com;%any.

The Company continues to maintain an effective communication pathway by holding regular meetings with
instituticnal shareholders and analysts. All of the Company’s circulars, announcements, notices and rfasults
of general meetings, annual and interim reports, and webcasts of results presentations at press confelrence
can be easily accessed from the Company's website {www.ttigroup.com). '

In addition, in order to enhance minority shareholders' rights, the Company has adopted the practice cof
voting by poll for all resolutions put forward at its annual general meetings and special general meetings.
The Company discloses in its circulars to shareholders of convening a general meeting, the procedures for
and the rights of sharehotders to demand a poll in compliance with Rule 13.39(4) of the Listing Rulles.

A summary of attendance of Board and Committee meetings in 2007 are detailed in the following table:

|
Meetings attended/Held in 2007

Nomination
Audit Committee Committee

Remuneration

Number of meetings held during the year 6 5 2

|
Group Executive Directors !
Mr Horst Julius Pudwill 6/6 2/2 :

|

Dr Roy Chi Ping Chung 1p 6/6
Mr Kin Wah Chan 6/6
Mr Chi Chung Chan 6/6
Mr Stephan Horst Pudwill 6/6

Non-executive Director
Mr Vincent Kau Ting Cheung 6/6 2/2

[
[
|
i
. . |
Independent Non-executive Directors |
|
|
|

Mr Joel Arthur Schleicher 6/6 5/5

Mr Christopher Patrick Langley oat 6/6 5/5 212

Mr Manfred Kuhlmann 6/6 5/5 212

Dates cof meetings January 22, 2007 January 22, 2007 April 17, 2007
April 18, 2007 April 16, 2007 November 2(|3, 2007
May 14, 2007 May 28, 2007

May 28, 2007  August 20, 2007
August 21, 2007 November 26, 2007 :
November 26, 2007 |
|

|
¥ Mr Joel Arthur Schleicher was appeinted as a member of Remuneration Commiitee on April 17, 2007
|

5/5

*3/3
5/5
5/5

January 22, 2007
March 6, 2007
April 17, 2007

May 29, 2007
November 26, 2007
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The directors have pleasure in presenting their annual report and the audited financial statements for the
year ended December 31, 2007.

Principal Activities
The Company acts as an investment holding company and also manufactures and trades electrical and
electronic products.

The principal activities of the principal subsidiaries and associates are set out in Notes 53 and 54 to the
financial statements, respectively.

Results and Appropriations
The results of the Group for the year ended December 31, 2007 are set out in the consclidated income
statement cn page 58.

Aninterim dividend of HK&.50 cents per share amounting to HK$87,865,000 was paid to the shareholders
during the year.

The directors now recommend the payment of a final dividend of HK1.50C cents per share to the sharehaolders
an the register of members on May 30, 2008, amounting to approximately HK$22,513,000.

Property, Plant and Equipment

The Group continued to expand its business and during the year spent approximately HK$199,939,000
on moulds and tooling and acquired office equipment, furniture and fixtures for approximately
HK$125,633,000 and plant and machinery for approximately HK$111,242,000. Detalls of these and other
mavements in the property, plant and equipment of the Group and the Company during the year are set
out in Note 16 to the financial statements.

Share Capital
Details of movements during the year in the share capital of the Company are set out in Note 42 ic the
consolidated financial statements.

A total of 4,358,500 ordinary shares of HK$0.10 each were repurchased by the Company during the year
at prices ranging from HK$6.48 to HK$3.25 per share. The aggregate amount paid by the Company for
such repurchases amounting to HK$35,175,000, was charged to the retained earnings.

The repurchased shares were cancelled, the issued share capital and the capital redemption reserve of
the Company was reduced and increased respectively by the par value thereof.

The repurchase of the Company's shares during the year were effected by the directors pursuant to the
mandate frem shareholders received at the previous annual general meeting, with a view to benefiting
shareholders as a whole by enhancing the net asset value per share and eamnings per share of the
Company.
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Share Capltal {continued)
Except as disclosed above, neither the Company nor any of its subsidiaries purchased, sold or redelemed
any of the Company's listed securities during the year. |
Directors |

The directors of the Company during the year and up to the date of this report were: |

Group Executive Directors: |
Mr Horst Julius Pudwill, Chairman |
Dr Roy Chi Ping Chung Jp, Yice Chairman |
Mr Joseph Galli Jr, Chief Executive Officer {appointed on February 1, 2008) |
Mr Kin Wah Chan |
Mr Chi Chung Chan !
Mr Stephan Horst Pudwill :

|

[

|

Non-executive Director:
Mr Vincent Ting Kau Cheung

Independent Non-executive Directors:

Mr Joel Arthur Schleicher

Mr Christopher Patrick Langley oBE

Mr Manfred Kuhimann

Mr Peter David Sullivan {appointed on February 1, 2008)

In accordance with Article 103 of the Company’s Articles of Association, Messrs. Horst Julius Pudwilll, Kin
Wah Chan, Vincent Ting Kau Cheung and Joel Arthur Schleicher and in accordance with Article 84 lof the
Company's Articles of Association, Messrs. Joseph Galli Jr and Peter David Sullivan, will retire %t the
forthcoming Annual General Meeting and, being eligible, offer themselves for re-election.

|
No director proposed for re-election at the forthcoming Annual General Meeting has a service contract,

which is not determinable by the Group within one year without payment of compensation, cther than
[
|

statutory compensation.

Terms of Office of Non-executive Directors and Independent
Non-executive Directors |

The term of office for each of the Non-executive Directors and Independent Non-executive Directors,is the
pericd up to his retirement by rotation in accordance with Article 103 of the Company's Artic!es of
Association, '

|
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Directors’ and Chief Executive's Interests

As at Decermnber 31, 2007, the interests and short positions of the directors and the chief executive of the
Company in the shares, underlying shares and debentures of the Company or any of its associated
corporations {within the meaning of Part XV of the Securities and Futures Ordinance (“SFO”)) which have
been notified to the Cempany pursuant to Bivisions 7 and 8 of Part XV of the SFC (including interests and
short positions which any such director or chief executive was taken or deemed to have under such provisions
of the SFO) or as recorded in the register required to be kept under section 352 of the SFO or otherwise
notified to the Company and The Stock Exchange of Hong Kong Limited pursuant to the Mode! Code for
Securities Transactions by Directors of Listed Issuers as set out in Appendix 10 to the Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong Limited {“the Listing Rules") and as adogted by

the Company, were as follows:

Interests in
Interests in underlying Total

shares {other shares interests Approximate
' than pursuant pursuant in shares/ aggregate
Capacity/ to equity to equity underlying  percentage of
Name of directors Nature of interests derivatives)'? derivatives® shares interests
Mr Herst Julius Pudwill Beneficial owner 112,024,500 400,000 336,344,294 22.40%

Interests of spouse 760,000 —

Interests of controlled 223,159,794@ —

cerporation

Dr Roy Chi Ping Chung Jp Beneficial owner 126,405,948 960,000 164,576,978 10.86%

Interests of spouse 136,000