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Notice of Annual General Meeting

NOTICE IS HEREBY GIVEN THAT the First Annual General Meeting ("AGM") of the Company will be held at Langkawi Room,
Level 2, Sheraton Imperial Kuala Lumpur, Jalan Sultan Ismail, 50250 Kuala Lumpur on Friday, 22 June 2007 at 3.00p.m for the
purpose of transacting the following businesses:-

AGENDA
1. To receive the Audited Financial Statements of the Company for the financial year ended 31st Please refer
December 2006 together with the Directors’and Auditors’ Reports thereon. to Note A
2. To re-elect the following Directors retiring in accordance with Article 83 of the Company’s Articles

of Association and being eligible, have offered themselves for re-election:-

(i) Dr Chen Yuk Fu Resolution 1
(i)  Tan Khiok Kin Resolution 2
(iii)  Tan Soon Mong Resolution 3
(iv)  Thoon Ah Lai @ Thung Chong Tong Resolution 4
(v)  Liew Yat Kay Resolution 5
(vi)  TanTien Kok Resolution 6
(vii)  Shamsudin @ Samad Bin Kassim Resolution 7
3. To re-appoint Messrs Shamsir Jasani Grant Thornton as Auditors of the Company and to authorise Resolution 8

the Board of Directors to fix their remuneration.
AS SPECIAL BUSINESS
To consider, and if thought fit, to pass the following resolution:-
4. ORDINARY RESOLUTION

AUTHORITY TO ALLOT AND ISSUE SHARES PURSUANT TO SECTION 132D OF THE COMPANIES Resolution 9
ACT, 1965

“THAT pursuant to Section 132D of the Companies Act, 1965 and subject to the approvals of the
relevant governmental and/or regulatory authorities, the Directors be and are hereby empowered
toissue shares in the Company from time to time and upon such terms and conditions and for such
purposes as the Directors may in their absolute discretion deem fit, provided that the aggregate
number of shares issued pursuant to this resolution does not exceed 10% of the issued share
capital of the Company as at the date of this AGM AND THAT the Directors be and are hereby also
authorised to obtain the approval from Bursa Malaysia Securities Berhad for the listing of and
quotation of the additional shares so issued AND THAT such authority shall continue in force until
the conclusion of the next AGM.”

5. To transact any other business which may properly be transacted at an AGM for which due notice
shall have been given.
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Notice of Annual General Meeting (Cont'd)

By Order of the Board

LIM SECK WAH (MAICSA 0799845)
M. CHANDRASEGARAN A/L S. MURUGASU (MAICSA NO. 0781031)

Company Secretaries

Dated: 29 May 2007
Kuala Lumpur

Notes:-

A.  This Agenda item is meant for discussion only as the provision of Section 169 (1) of the Companies Act, 1965 and the
Company’s Articles of Association do not require a formal approval of the shareholders and hence, is not put forward
for voting.

Proxy

1. A proxy may but need not be a member of the Company and the provisions of Section 149(1)(a) & (b) of the Companies
Act, 1965 shall not apply to the Company. A member may appoint up to two (2) proxies to attend in his/her stead.
Where a member appoints two (2) proxies, the appointment shall be invalid unless he specifies the proportions of
his holdings to be represented by each proxy in a poll and the first named proxy shall be entitled to vote on a show
of hands.

2. Where a member is an authorised nominee as defined under the Central Depositories Act 1991, it may appoint at
least one (1) proxy in respect of each securities account it holds with ordinary shares of the Company standing to the
credit of the said securities account.

3. The instrument appointing a proxy, in the case of an individual, shall be signed by the appointer or by his attorney
duly authorised in writing, and in the case of a corporation, shall be executed under its Common Seal or under the
hand of an officer or attorney of the corporation duly authorised.

4. The Form of Proxy shall be deposited at the Registered Office of the Company at Level 15-2, Faber Imperial Court, Jalan
Sultan Ismail, 50250 Kuala Lumpur not less than forty-eight (48) hours before the time set for holding the meeting or
any adjournment thereof.

Explanatory Notes on Special Business

Ordinary Resolution 9

The effect of the resolution under item 4 of the agenda, if passed, will give the flexibility and authority to the Directors of
the Company, from the date of this AGM, to issue up to a maximum of 10% of the issued share capital of the Company as

at the date of this AGM, for such purposes as they consider would be in the interest of the Company. This authority, unless
revoked or varied at a general meeting, will expire at the next AGM.
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Notice of Annual General Meeting (Cont'd)

STATEMENT ACCOMPANYING NOTICE OF ANNUAL GENERAL MEETING
DIRECTORS STANDING FOR RE-ELECTION

The Directors who are standing for re-election at the First Annual General Meeting of the Company pursuant to the Article
83 of the Company'’s Articles of Association are as follows:-

Dr Chen Yuk Fu

Tan Khiok Kin

Tan Soon Mong

Thoon Ah Lai @ Thung Chong Tong
Liew Yat Kay

Shamsudin @ Samad Bin Kassim
Tan Tien Kok

Further details of the above Directors are set out in the Profile of Directors on pages 6 to 9 of this Annual Report.
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Corporate Information

BOARD OF DIRECTORS

Dr Chen Yuk Fu
(Executive Chairman)

Tan Khiok Kin

(Executive Director/Chief Technology Officer)

Tan Soon Mong

(Executive Director/Chief Operating Officer)

Thoon Ah Lai @ Thung Chong Tong
(Executive Director/Operations Manager)

COMPANY SECRETARIES

Lim Seck Wah
(MAICSA 0799845)

M. Chandrasegaran A/L S. Murugasu
(MAICSA 0781031)

AUDIT COMMITTEE

Tan Tien Kok
Chairman
(Independent Non-Executive Director)

Shamsudin @ Samad Bin Kassim
(Independent Non-Executive Director)

Liew Yat Kay
(Executive Director/Finance Director)

NOMINATION COMMITTEE

Shamsudin @ Samad Bin Kassim
Chairman
(Independent Non-Executive Director)

Tan Tien Kok
(Independent Non-Executive Director)

REMUNERATION COMMITTEE

Shamsudin @ Samad Bin Kassim
Chairman
(Independent Non-Executive Director)

Dr Chen Yuk Fu
(Executive Chairman)

Tan Tien Kok
(Independent Non-Executive Director)

REGISTERED OFFICE

Level 15-2, Faber Imperial Court
Jalan Sultan Ismail

50250 Kuala Lumpur

Tel :03-26924271

Fax :03-27325388

Liew Yat Kay
(Executive Director/Finance Director)

Shamsudin @ Samad Bin Kassim
(Independent Non-Executive Director)

Tan Tien Kok
(Independent Non-Executive Director)

PRINCIPAL PLACE OF BUSINESS

Suite 11-07

Level 11, Menara MSC Cyberpot

No 5 Jalan Bukit Meldrum

80300 Johor Bahru, Johor Darul Takzim

REGISTRAR

Mega Corporate Services Sdn Bhd
Level 15-2, Faber Imperial Court
Jalan Sultan Ismail

50250 Kuala Lumpur

Tel :03-26924271

Fax :03-27325388

AUDITORS

Messrs Shamsir Jasani Grant Thornton
Level 11, Faber Imperial Court

Jalan Sultan Ismail

50250 Kuala Lumpur

Tel :03-26924022

Fax : 03-26915229

SPONSOR

Public Investment Bank Berhad
(Formerly known as PB Securities Sdn Bhd)
25th Floor, Menara Public Bank

146 Jalan Ampang

50450 Kuala Lumpur

Tel :03-21669382

Fax : 03-21669386

PRINCIPAL BANKERS
Public Bank Berhad

STOCK EXCHANGE LISTING

Bursa Malaysia Securities Berhad
MESDAQ Market

Stock name : HDISPLY

Stock code : 0139
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Profile of Directors

Dr Chen Yuk Fu
Singaporean
Executive Chairman

Dr Chen Yuk Fu, aged 59, was appointed to the Board
of H-Displays (MSC) Berhad (“H-Displays”) on 10 March
2006 and as Executive Chairman on 28 April 2006. He is a
member of Remuneration Committee. He graduated with
First Class Honours in Electrical and Electronic Engineering
from the University of Aston, United Kingdom in 1976. He
subsequently received a Doctor of Philosophy in Electronic
Engineering from the same university in 1979. During his
studies, he received the Institution of Electrical Engineers
award in 1976, University Scholarship in 1976 and University
Travel Scholarship in 1978.

He began his career at Birmingham Polytechnic, United
Kingdom as a Senior Lecturer in 1979 where he was
responsible for giving lectures and conducting research.
In 1980, he joined the National University of Singapore as
a Lecturer. He was responsible for conducting lectures and
research work.

He has held various operation positions in the hard disk
drive industry. He was one of the pioneers to set up the
operations of the Seagate Technology (Singapore) Ltd, a
manufacturer of hard disk drive in 1982 and appointed
as the Director of Engineering from 1982 to 1986, and
subsequently the Vice-President in Seagate Technology
from 1986 to 1992, and he was responsible for its hard disk
engineering department in Singapore and Bangkok. The
Singapore Science Park R&D was also under his supervision.
His R&D team was awarded the Seagate Engineering Award
in 1986.

He was invited to be the Senior Vice-President at Conner
Peripherals, Singapore, a manufacturer of hard disk drive
in 1993 and was responsible managing the manufacturing
operations in Singapore, Malaysia, Italy and USA.

In 1995, he joined Singapore Technology Semiconductors
(S) Pte Ltd, a wafer fabrication manufacturer as Senior Vice
President, where he managed the company’s integrated
chip foundry outside Singapore. He was later transferred to
Singapore Technology Data Storage Pte Ltd, a manufacturer
of hard disk drive and served as President in Micropolis
(S) Limited and supervised its worldwide operations from
1996 to 1997.

In 1999, he joined GS Chemistry (S) Pte Ltd, a manufacturer

of chemical solution used in electro-less nickel plate as
Managing Director.
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He was appointed by the Government of Singapore as
Chairman of the Magnetic Technology Centre, Singapore, a
technology centre under National University of Singapore,
a post he held between 1993 and 1995. He was a Director
of the National Science and Technology Board from 1990
to 1995. He was also appointed as Adjunct Professor at the
National University of Singapore during 1997 and 1999.

In 2004, he joined Hitech Ventures Pte Ltd as Chairman and
became the Executive Chairman of H-Displays in the second
quarter of 2006. He is currently responsible for the overall
management of the H-Displays Group.

He is a chartered engineer and a member with the
Institution of Electrical Engineers in United Kingdom. He is
also a registered engineer and a senior member with the
Institution of Engineers in Singapore.

Outside of the Group, he is an Independent Director and
shareholder of Cheung Woh Technology Ltd, a manufacturer
of components for hard disk drives and a listed company
in Singapore, and Compart Asia Pte Ltd, a subsidiary of a
Singapore listed company, Broadway Corporation. Both
companies are component manufacturer for the hard disk
drivesindustry. He holds no other Directorships in public
companies in Malaysia.

He has no family relationship with any Director and/or
major shareholder of H-Display, no conflict of interest with
H-Displays and has never been charged for any offence
within the past 10 years except for the traffic offences. He
directly holds 200,011 ordinary shares in H-Displays and
107,609,727 ordinary shares via Hitech Ventures Pte Ltd.



Tan Khiok Kin
Singaporean
Executive Director/Chief Technology Officer

Mr Tan Khiok Kin, aged 60, was appointed to the Board of
H-Displays on 10 March 2006 and as Chief Technology
Officer on 28 April 2006. He obtained a Bachelor of
Science Degree with Distinction majoring in Electrical and
Electronics Engineering from the University of Alberta,
Canada, on a Colombo Plan Scholarship. He subsequently
obtained a Diploma in Business Administration from the
National University of Singapore, Singapore in 1974.

His career began in 1971 when he joined the Repubic
of Singapore Air Force as a Senior Staff Officer. He
subsequently joined Singapore Aerospace Manufacturing
Pte Ltd, an aircraft and components maintenance company,
as Manager in 1975. In 1976, he joined Timex Singapore
Pte Ltd, Singapore, a precision watch manufacturer as
an Engineering Manager but left in 1979 to join PCl Ltd,
Singapore, a LCD and electronics contract manufacturer as
a Factory Manager. He left and joined Vikay Industrial Ltd,
Singapore, a LCD manufacturer as an Assistant Managing
Director in 1982.

In 1996, he joined Hitech Ventures Pte Ltd and H-Displays,
as an Executive Director in the second quarter of 2006. He is
currently responsible for managing the Group’s businesses.
He holds no other Directorships in public companies in
Malaysia.

He has no family relationship with any Director and/or
major shareholder of H-Display, no conflict of interest with
H-Displays and has never been charged for any offence
within the past 10 years except for the traffic offences. He
directly holds 200,000 ordinary shares in H-Displays and
107,609,727 ordinary shares via Hitech Ventures Pte Ltd.

Tan Soon Mong
Singaporean
Executive Director/Chief Operating Officer

MrTan Soon Mong, aged 46, was appointed to the Board of
H-Displays on 10 March 2006 and as Chief Operating Officer
on 28 April 2006. He obtained a Diploma in Production
Engineering from Singapore Polytechnic in 1980. He
subsequently obtained a Diploma in Management Studies
from the Singapore Institute of Management in 1990.
He holds no other Directorships in public companies in
Malaysia.

He has no family relationship with any Director and/or
major shareholder of H-Display, no conflict of interest with
H-Displays and has never been charged for any offence
within the past 10 years except for the traffic offences. He
directly holds 200,011 ordinary shares in H-Displays and
107,609,727 ordinary shares via Hitech Ventures Pte Ltd.
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Profile of Directors (Cont'd)

Thoon Ah Lai @ Thung Chong Tong
Malaysian
Executive Director/Operations Manager

Mr Thoon Ah Lai @ Thung Chong Tong, aged 59, was
appointed to the Board of H-Displays on 10 March 2006 and
as Operations Manager on 28 April 2006. He graduated with
a Bachelor of Science Degree in Electrical Engineering from
National Cheng Kung University, Taiwan in 1972.

His career began when he joined Universal Electronic Co.
Ltd., Taiwan, a manufacturer of television boosters/antennas
in 1972 as an Electronics Design Engineer, where he was
engaged in designing electronic parts for “boosters”
for television antennas. He joined Phillips (S) Pte Ltd,
Singapore, a consumer electronics corporation in 1973
as an Electronics Design Engineer and was subsequently
promoted to the post of Senior Electronic Engineer in
1975. He was responsible for modifying and reducing the
cost of television receivers, and for providing technical
support to the television production process. In 1978,
he joined Luxor Pte Ltd, Singapore, a manufacturer of
colour television as an Engineering Manager. He returned
to Phillips (S) Pte Ltd, Singapore in 1978 as the Chief
Engineer, leading the engineering team and providing
technical support to production. He left and subsequently
joined Motorola Telecommunication Sdn Bhd, Malaysia,
telecommunications equipment and systems corporation,
in 1982 as Section Manager in the R&D department. He was
engaged in carrying out research and development on radio
transceiver design. He joined Atlas Electronics Sdn Bhd, a
consumer electronics corporation in 1985 as Engineering
Manager/Production Manager where he managed the
company'’s manufacturing operations. Subsequently, he left
and joined Eastrade Electronics Sdn Bhd, a manufacturerin
electronic products in 1986 as Managing Director.

He joined Hitech Displays Sdn. Bhd. in 2005 as a General
Manager. He is currently the General Manager of the
Group's Malaysian operations. In 2006, he was appointed
as Executive Director of H-Displays.

Outside of the Group, he is a Director and shareholder of
Crypton Singapore Pte Ltd, Singapore, a company engaged
in trading electronic components. He holds no other
Directorships in public companies in Malaysia.

He has no family relationship with any Director and/or
major shareholder of H-Display, no conflict of interest with
H-Displays and has never been charged for any offence
within the past 10 years except for the traffic offences. He
holds 2,847,831 ordinary shares in H-Displays.
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Profile of Directors (Cont'd)

Liew Yat Kay
Malaysian
Executive Director/Finance Director

Mr Liew Yat Kay, aged 46, was appointed to the Board of
H-Displays on 10 March 2006 and as Finance Director on
28 April 2006. He is also a member of the Audit Committee.
He was admitted as an Associate of Chartered Institute of
Management Accountants (“CIMA”) (UK) in 1987. He was
then admitted as a Registered Accountant (later Chartered
Accountant) by the Malaysian Institute of Accountants in
1988, and as a Certified Public Accountants (“CPA”) by the
Institute of Certified Public Accountants of Singapore in
1993.

His career began in 1984 as an Accounts Assistant/
Accountant with Kesang Corporation Berhad/Panemas Sdn
Bhd, a then diversified public listed company where he was
responsible for general accounting duties. Later, he joined
the Housing Development Board of Singapore in 1989 as
a Senior Accountant responsible for general accounting
duties. He then joined the Cork Crown & Seal, Inc. group of
companies in 1989 (which specialise in the manufacturing
of metal and plastics packaging materials), when he joined
Metal Box Singapore Ltd, Singapore (currently known as
Carnaud Metal Box Packaging Pte Ltd) as a Cost Accountant.
He was responsible for cost accounting duties. He was
promoted to the position of Cost Accounting manager in
1992, and in 1993, he was promoted to the post of Finance
Manager. As the Finance Manager, he was responsible for
financial, accounting and company secretarial functions.
He was subsequently promoted to the post of Financial
Controller and Company Secretary of the company in
1994. In 1996, he was transferred to Zeller Plastic (SEA)
Pte Ltd, Singapore (a member of the Cork Crown &
Seal, Inc. group of companies) as the Regional Financial
Controller. He assumed profit and loss responsibilities for
two manufacturing facilities in China. He was promoted to
the post of General Manager in 1997, and was responsible
for managing the operations of the two manufacturing
facilities in China.

He joined Hitech Ventures Pte Ltd in 2005 and joined
H-Displays as the Finance Director in the second quarter
of 2006. He is currently responsible for managing the
Group’s finances. He holds no other Directorships in public
companies in Malaysia.

He has no family relationship with any Director and/or
major shareholder of H-Display, no conflict of interest with
H-Displays and has never been charged for any offence
within the past 10 years except for the traffic offences. He
holds 3,850,000 ordinary shares in H-Displays.
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Shamsudin @ Samad Bin Kassim
Malaysian
Independent Non-Executive Director

En Shamsudin @ Samad Bin Kassim, aged 61, was appointed
to the Board of H-Displays on 3 November 2006. He is a
member of Audit Committee and also the Chairman of
Nomination and Remuneration Committees. He holds
a Bachelor of Economics from University of Malaya and
a Master in Public and International Affairs (MPIA) from
the University of Pittsburgh. He started his career in the
Malaysian government service as an Assistant Secretary in
the Ministry of Works in 1970. He was subsequently posted
to various ministries and agencies in the civil service. In
1985, he was appointed as Senior Assistant Secretary of
Industry Division in Ministry of International Trade and
Industry (MITI). He was Malaysia’s Trade Commissioner to
Vienna, Austria from 1989 to 1996. From 1996 to 1999, he
was the Director of Industries Division in MITI. In early 2000,
he was appointed as the Chief Executive Officer of Small and
Medium Industries Development Corporation (SMIDEC),
and served until his retirement from the public service.

His directorships in other public companies in Malaysia are
Boon Koon Group Bhd, Impressive Edge Group Bhd, Maxbiz
Corporation Berhad, Ingress Corporation Bhd, Supermax
Corporation Bhd, Kinsteel Bhd, Seal Polymer Industries Bhd
and Century Logistics Holdings Bhd.

He has no family relationship with any Director and/or
major shareholder of H-Display, no conflict of interest with
H-Displays and has never been charged for any offence
within the past 10 years except for the traffic offences. He
holds 100,000 ordinary shares in H-Displays.



Tan Tien Kok
Malaysian
Independent Non-Executive Director

Mr Tan Tien Kok, aged 38, was appointed to the Board of
H-Displays on 3 November 2006. He is the Chairman of Audit
Committee and member of Nomination and Remuneration
Committees. He is a Fellow Member of the Association
of Chartered Certified Accountants (United Kingdom)
and Chartered Accountants with Malaysian Institute of
Accountants.

He began his career in Messrs BDO Binder, Chartered
Accountants in 1993 as an Audit Assistant and was
subsequently promoted to Audit Semi-Senior. He later
joined Malaysian International Merchant Bankers Berhad in
1994 as an Executive in corporate advisory. Since then he
had held various senior position with a number of private
and public companies. In 1998, he was appointed to the
Board of OCB Berhad as an Executive Director and amember
of the Audit Committee until his resignation in 2002. He was
appointed to the Board of CSM Corporation Berhad as an
Executive Director and a member of Audit Committee in
2003 until his resignation in 2006. He has held directorship
as an Independent Non-Executive Director in Jasatera
Berhad from 2001 until his resignation in 2006. He holds no
other Directorships in public companies in Malaysia.

He has no family relationship with any Director and/or
major shareholder of H-Display, no conflict of interest with
H-Displays and has never been charged for any offence
within the past 10 years except for the traffic offences. He
holds 100,000 ordinary shares in H-Displays.

There was no board meetings held during the financial
year ended 31 December 2006 as the Company was listed
with Bursa Malaysia Securities Berhad only on 27 February
2007.

Profile of Directors (Cont'd)
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Management's Discussion

Dear Fellow Shareholders,

ON BEHALF OF THE BOARD OF DIRECTORS, IT IS MY PLEASURE TO PRESENT ANNUAL REPORT OF H-DISPLAYS (MSC)
BHD FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2006.

FINANCIAL HIGHLIGHT

The company was re-structured and approved by Minister of Trade and Industry with MSC status on March 2006. Hence
the Annual Report will show a 9 months financial period ended 31 December 2006. Revenue for 9 months financial period
ended 31 December 2006 was RM 53.582 Million compared to RM 68.475 Million ended 31 December 2005. The reduced
on revenue is due to 9 months revenue and also the management choose to focus on higher margin products.

The company recorded profit before tax of RM 4.51 Million for 9 months ended 31 December 2006 as compare to RM 1.504
Million for 12 months ended 31 December 2005. This was an impressive performance considering this financial period was
only 9 months.

INDUSTRY TRENDS AND DEVELOPMENT

Our group is principally engaged in the design and sale of LCD panels, LCD Modules and turnkey products. We utilise TN
and STN liquid crystal in our production of LCDs.

There has been general trend towards increasing functionality of electronics and electrical products such that the products
that require some sort of display and input system is continued to increase. This trend can be seen in the market for consumer
goods, household appliances and office equipment. The most cost effective display device is LCD.

Currently, our group has shipped its products to over 23 countries covering Asia, North America and Europe. Our group
plan to increase sales and marketing effort in overseas markets. We believe that there is strong potential for it to grow in
existing electrical and electronics industry.

In our analysis, we view our costs as equal or lower than our competitors in HK, Taiwan and China due to our locations in
Batam, Indonesia and Johor, Malaysia and also in view of rising labour costs and currency revaluations especially in China.
Also most of our customers are coming to us because of our adherence to Intellectual Property and Copyright.

We will be introducing our line of colour TFT LCD modules before end 2007 incorporating the driver boards, inverts and power
supply boards in interface with the TFT modules. Applications are for PDAs, Handphones, medical devices, GPS systems and
other display monitor devices from 2 inches to 20 inches.

Our emphasis is towards more value added downstream turnkey products and towards this end we will increase our design
and engineering capabilities for plastics, electronics, electronics interfaces and software, and assemblies. Being a maker of
the LCD allows us to better understand and integrate the displays with other components for a better ergonomic and cost
effective product.

The R&D expenses spent for the year was RM 1,480,545. Our group was listed on the MESDAQ Market of Bursa Malaysia
Securities Berhad on 27 February 2007. As part of our group's development and expansion plan, the group has allocated
RM 5.4 Million of its listing proceeds for R&D purposes.
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Management's Discussion (Cont'd)

PROSPECTS

The management has undertaken various strategies and expansion program to increase the revenue and profit for the
company.

| believe we are going towards the right direction and the prospects of H-Displays (MSC) Bhd to be very promising.

APPRECIATION

I would like to thank my fellow board members for their support and contribution during the year. | also wish to express my
gratitude to all my staff for their commitment and hard work towards the company's objectives.

Also thanks to all our business associates, customers and shareholders for their faiths, confidence and continued support.
Management will do its very best to create and enhance more value to its shareholders.

Thank you.

Dr CHEN YUK FU
Executive Chairman
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Statement of Corporate Governance

The Board recognizes that good corporate governance is fundamental to protect the shareholders’ value and financial
performance of the Company. Thus the Board strives to ensure the principles of Malaysian Code on Corporate Governance
and Best Practices are observed and practiced throughout the Group.

A) Directors
. The Board

The Board has overall responsibility for the strategic planning and discretion, setting the corporate goals,
organizing resources, leading and monitoring the ways to the achievements of the goals and evaluate whether
the Company’s business is being properly managed.

The Board has within it, professionals drawn from various background; bringing in-depth, and diversity in
experience, expertise and perspectives to the Group’s business operation. The profiles of the members of the
Board are set out in this Annual Report on pages 6 to 9.

The Board is constituted of individuals who are committed to business integrity and professionalism in all its
activities. The Board supports the highest standards of corporate governance and the development of best
practices for the Group.

. Board Balance

The Board, led by an Executive Chairman, has seven members, comprising two Independent Non-Executive
Directors and five Executive Directors. The current Board composition complies with the Listing Requirements of
the Bursa Malaysia Securities Berhad for Mesdaq Market. Dr Chen Yuk Fu plays the roles of Chairman and Executive
Director for the Company as he has diverse professional background and various skills and experiences in related
fields. He has overall responsibility for the Group’s business operations, effective direction, implementation of
Board policies, management of the Group’s business and decisions. Nevertheless, the ultimate responsibility
for the final decision on all major matters is referred to the Board for consideration and deliberation.

. Supply of information

The Board members are updated on the Company’s activities and its operations on a regular basis. All Directors
have access to all information of the Company on a timely basis in an appropriate form and quality necessary to
enable them to discharge their duties and responsibilities. All Directors have access to the advice and services
of the Company Secretary and to obtain independent professional advice, whenever necessary, at the expense
of the Company.

. Appointment to the Board

The Nomination Committee was established on 3 November 2006. The members of the Nomination Committee
who served during the financial year ended are set out in this Annual Report on page 5.

The terms of reference of Nomination Committee including recommendation of new candidates to the Board,
recommend Directors to fill the seats on the Board Committees, assess the effectiveness of the Board and Board
Committees and assist the Board in reviewing the required mix of skills and experience and other qualities of
Non-Executive Directors.

. Re-election of Directors

In accordance with the Company’s Articles of Association, at the First Annual General Meeting of the Company,
all the Directors shall retire from office and at the Annual General Meeting in every subsequent year, one-third
(1/3) of the Directors shall retire from office, provided always that all Directors shall retire from office, at least
oncein each three (3) years. Retiring Directors can offer themselves for re-election. Directors who are appointed
by the Board during the financial year are subject to re-election by shareholders at the next Annual General
Meeting held following their appointments. Directors over seventy (70) years of age are required to submit
themselves for re-appointment annually in accordance with Section 129(6) of the Companies Act, 1965.
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Statement of Corporate Governance (Cont'd)

For the forthcoming First Annual General Meeting, the following Directors are due for retirement pursuant to the
Article 83 of the Company’s Articles of Association and being eligible, offered themselves for re-election:-

(i) Dr Chen Yuk Fu

(ii) Tan Khiok Kin

(i)  Tan Soon Mong

(iv)  Thoon Ah Lai @ Thung Chong Tong

(v)  Liew Yat Kay

(vi)  Shamsudin @ Samad Bin Kassim

(vii) TanTien Kok

. Directors’ Training
All Directors except for Mr Liew Yat Kay have successfully completed the Mandatory Accreditation Programme
prescribed by the Bursa Malaysia Securities Berhad. The Directors will continue to undergo other relevant
training programmes as appropriate to further enhance their skills and knowledge.

. Meetings
There was no meeting held during the financial year ended 31 December 2006 as the Company was listed with
Bursa Malaysia Securities Berhad only on 27 February 2007.

Directors’ Remuneration

The Remuneration Committee was established on 3 November 2006. The members of the Remuneration Committee
who served during the financial year ended are set out in this Annual Report on page 5.

The Remuneration Committee is responsible to recommend to the Board the remuneration of the Executive Directors
which is structured to link rewards to corporate and individuals performance. The determination of fees payable to
Non-Executive Directors is the responsibility of the Board and the individual Directors are abstained from discussion
on their own remuneration and fees.

There was no Directors' Remuneration paid for the financial year ended 31 December 2006.

Accountability and Audit

The Audit Committee was established on 3 November 2006. The members of the Audit Committee who served during
the financial year ended are set out in this Annual Report on page 5.

. Financial Reporting
The Board aims to provide and present a balanced and meaningful assessment of the Group’s financial
performance and prospects at the end of the financial year, primarily through the Financial Statements and
the Chairman’s Statement in the Annual Report.
In preparing the above Financial Statements, the Directors have:

. adopted suitable accounting policies and then applied them consistently;

. made judgements and estimates that are prudent and reasonable;
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Statement of Corporate Governance (Cont'd)

. ensured applicable accounting standards have been followed, subject to any material departures disclosed
and explained in the financial statements; and

. prepared the financial statements on an ongoing basis.
. Internal Control

The Board of Directors has overall responsibility for maintaining a system of internal controls, which provides
reasonable assessments of effective and efficient operations, internal controls and compliance with laws and
regulations.

. External Audit

The Group'’s independent external auditors play an essential role for the shareholders by enhancing the
reliability of the Group's financial statements and giving assurance of that reliability to users of these financial
statements.

The external auditors have an obligation to bring any significant defects in the Group’s system of control and
compliance to the attention of the Management; and if necessary, to the Audit Committee and the Board.

D) Shareholders
. Relations with Shareholders and Investors

The Company recognizes the importance of keeping the shareholders and investors informed of the Group’s
business and corporate developments. Such information is disseminated via the Group’s annual reports,
prospectus, quarterly financial results and the various announcements made from time to time. All shareholders,
including private investors, have an opportunity to participate in discussions with the Board on matters
relating to the Group’s operation and performance at the Company’s Annual General Meeting. Alternatively,
they may obtain the Company’s latest announcements via Bursa Malaysia Securities Berhad’s website at
www.bursamalaysia.com.

. Annual General Meeting

The Annual General Meetings ("AGM") is the principal forum for dialogue with individual shareholders and
investors. It is a crucial mechanism in shareholder communication for the Company. At the Company’s AGM,
shareholders have direct access to the Board and are given the opportunity to ask questions during the question
and answer session.

E) Directors’ Responsibility Statement In Respect Of Financial Statements

The Directors are required to prepare the financial statements for each financial year which give a true and fair view
of the state of affairs of the Group and of the Company at the end of the financial year, and of the results and cash
flow of the Group and of the Company for the financial year ended.

The Directors consider that, in preparing the financial statements for the financial year ended 31 December 2006, the
Group has used appropriate accounting policies and applied them consistently and made judgements and estimates
that are reasonable and prudent. The Directors also consider that all applicable approved accounting standards have
been followed and confirm that the financial statements have been prepared on a going concern basis.

The Directors are responsible for ensuring that the Group and the Company keep accounting records which disclose
with reasonable accuracy at any time the financial position of the Group and of the Company and which enable
them to ensure that the financial statements comply with the provisions of the Companies Act, 1965 and applicable
approved accounting standards in Malaysia.
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Other Disclosure Requirements
Pursuant to the Listing Requirements of Bursa Securities

UTILISATION OF PROCEEDS FROM CORPORATE EXERCISE

The proceeds arising from the IPO has been/will be utilized as follows:-

Estimated
Actual time frame
Proposed Utilisation for utilisation
Utilisation as at 30 April 2007 Balance by
Description RM’000 RM’000 RM’000
(@) R&D expenditure 5,400 - 5,400 February 2009
(b) Capital expenditure 4,250 - 4,250 February 2009
(c) Working Capital 4,400 4,003 397 February 2009
(d) Listing expenses 1,500 730 770 February 2008
(e) Loanrepayment 4,390 4,390 - February 2008
(f) Business development and expansion 3,796 - 3,796 February 2009
Total 23,736 9,123 14,613

SHARE BUY-BACKS

There were no share buy-back arrangements during the financial year.

OPTIONS, WARRANTS OR CONVERTIBLE SECURITIES

There were no options, warrants or convertible securities exercised in respect of the financial year.

DEPOSITORY RECEIPT (“DR")

The Company did not sponsor any DR programme during the financial year.

IMPOSITION OF SANCTIONS / PENALTIES

There were no public imposition of sanctions or penalties imposed on the Company and its subsidiaries, directors or
management by the regulatory bodies during the financial year.

NON-AUDIT FEES

Non-audit fee paid to external auditor for the financial year ended 31 December 2006 amounted to RM 181,284.

VARIATION IN RESULTS FROM PROFIT ESTIMATE, FORECAST OR PROJECTION, OR UNAUDITED RESULTS
ANNOUNCED

The variance between the results for the financial year 2006 compared with the profit estimate, forecast or projection and
unaudited results previously released by the Company are immaterial.

PROFIT GUARANTEE

The Company did not give any form of profit guarantee to any parties during the financial year.
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Other Disclosure Requirements (Cont'd)
Pursuant to the Listing Requirements of Bursa Securities

MATERIAL CONTRACTS AND CONTRACTS RELATING TO LOANS

There were no contracts relating to loan and material contracts of the Company and its subsidiaries involving the Directors
and substantial shareholders since the end of the previous financial year.

RECURRENT RELATED PARTY TRANSACTIONS OF A REVENUE AND TRADING NATURE

There was no recurrent related party transaction during the year ended 31 December 2006.

REVALUATION POLICY ON LANDED PROPERTIES

The Company does not have revaluation policy on landed properties.
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Statement on Internal Control

The Malaysian Code of Corporate Governance stipulates that the Board of Directors of a listed company should maintain
a thorough system of internal control to safeguard shareholders' investment and the company assets. The system of the
internal control covers not only financial controls but operational and compliance controls as well.

The Group implements an on-going process of identifying, evaluating, monitoring and managing significant risks that may
affect the Group in achieving its business objectives. In addition, the Group has requested that the external auditors review
this Statement in accordance to paragraph 15.24 of the Listing Requirements Recommended Practice Guide 5 (“RPG 5")
issued by the Malaysian Institute of Accountants. RPG 5 does not require the external auditors to form an opinion on the
effectiveness of the Group's risk and control procedures or if this Statement covers all risks and controls.The Board is pleased
to note that external auditors find this Statement to be consistent with their understanding of the internal control processes
implemented by the Group during their review.

BOARD RESPONSIBILITY
At present, the Group does not have internal audit department and the Board review the quarterly financial statements.

The Board also takes into consideration the need to balance the business risks and the potential returns to stakeholders in
its daily operations with the dynamic business climate it is operating in. The board also recognises the need for a concerted
effort by the management, head of department and senior staff members in ensuring that the control mechanism's integrity,
effectiveness and adequacy is monitored and maintained throughout the year.

KEY ELEMENTS OF THE GROUP'S INTERNAL CONTROLS

The Board, with the assistance of the management, assign high importance towards balancing the Group's internal control
mechanism with the Group's corporate policies and processes in ensuring its relevance and effectiveness to identify, manage,
mitigate and response to internal and/or external factors that may affect the achievement of the Group's overall business
objectives.

The Group's structured segregation of duties and reporting mechanism provides an effective monitoring tool and operational
procedures in ensuring the Group's compliance to applicable laws and requirements, senior managers and advisors to identify,
manage and mitigate current or future events that may affect the Group's objectives, operations and long term plans.

The internal control elements established by the Board with the management includes:

1) The responsibilities of the Board and management are clearly defined in the organization structure to ensure the
effective discharge of the roles and responsibilities and to provide authority limits, term of reference, functions and
responsibilities with clear hierarchical reporting procedures

2) Management meetings are attended by senior management personnel at regular intervals to specifically address
operational issues, budgets, performance, business review/planning and control management

3) Management invites key personnel from respective subsidiaries to provide weekly reports to the management on
their performance, compliance and strategic plans

4) The Management reports to the Board on material findings and/or variances, if any and the Board will review the
implications to the Group, if any, and advise on the recommended strategies

5) To safeguard the Group’s interest, representatives from the Management are represented by invitation in the subsidiaries
management meetings. These representatives will report to the Management on their findings and observations

6) To ensure subsidiaries, business units, divisions and employees are working coherently to achieve the Group’s overall
business objectives, corporate policies and procedures of the Group are clearly documented and also disseminated
through internal memorandums, staff briefings and operational meetings

INTERNAL CONTROL SUMMARY

The Group continuously evaluates and improves on its control dynamism in ensuring its effectiveness and relevance in
preserving the Group's interest and assets. The Board is of the opinion that the internal control systems in place is adequate
atits current level of operations and will continue to review this system going forward. There is no material internal control
failures occurred during the financial year that could have resulted in material losses or contingencies.
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Audit Committee Report

The Board of Directors are pleased to present the report on the Audit Committee and its activities for the financial year
ended 31 December 2006.
COMPOSITION OF AUDIT COMMITTEE

The Audit Committee was formed pursuant to a resolution of the Board of Directors on 3 November 2006 and comprised
of the Directors listed below.

Chairman

Mr Tan Tien Kok

(Independent Non Executive Director)

Members

Shamsudin @ Samad Bin Kassim

(Independent Non Executive Director)

Mr Liew Yat Kay

(Executive Director/Finance Director)

ATTENDANCE OF MEETINGS

There was no meeting held during the financial year ended 31 December 2006 as the Company was listed with Bursa Malaysia
Securities Berhad only on 27 February 2007.

TERMS OF REFERENCE

The following is the terms of reference of the Audit Committee:-

a) Objective

The objective of the Audit Committee is to assist the Board in fulfilling its responsibilities for the accounting and internal
control systems, the financial reporting procedures, the audit process and compliance with listing requirements.

b) Membership
The Board from among its members shall appoint the Audit Committee that fulfils the following requirements:-
1. The audit committee must be composed of no fewer than 3 members.

2. A majority of the Audit Committee members must be independent director with an appropriate mix of skills
and experience.

3. At least one member of the Audit Committee is a member of the Malaysian Institute of Accountants.

4. The members of the Committee shall elect a Chairman among their number who is not an executive director
or employee of the Company or any related corporation.

5. If a member of the Committee resigns, dies or for any other reason ceases to be a member with the result that
the number of members is reduced below 3, the Board of Directors shall, within 3 months of that event, appoint
such number of new member as may be required to make up the minimum number of 3 members.
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c)

d)

e)

Audit Committee Report (Cont'd)

Meetings

The Audit Committee will hold regular meetings which shall be not less than 4 times a year and any such additional
meetings as the Chairman of the Audit Committee so decides to fulfill its duties.

A minimum of two members present shall form a quorum, both of whom present shall be Independent Non-Executive
Directors. In the event that the Chairman is unable to attend a meeting, a member of the Audit Committee shall be

nominated as Chairman of the meeting. The nominated Chairman shall be an Independent Director.

The Committee may invite other directors and employees to the meeting to brief the Audit Committee on issues that
are incorporated into agenda.

Authority

The Committee is authorized by the Board to investigate any activity within its terms of reference and shall have
adequate resources and unrestricted access to any information from both internal and external auditors and all
employees of the Group in performing its duties. The Committee is also authorized by the Board to obtain external legal

or other independent professional advice and to invite outsiders with relevant experience to attend, if necessary.

The Committee is also authorized to convene meetings with external auditors without executive board members
present, whenever deemed necessary.

Duties and Responsibilities
The duties and responsibilities of the Audit Committee shall be:-

1) To review and recommend the appointment of external auditors, the audit fee and any questions of resignation
or dismissal including the nomination of person or persons as external auditors;

2) To discuss with external auditors where necessary, on the nature and scope of audit and to ensure coordination
of audit where more than one audit firm is involved;

3) To review the quarterly results and year-end financial statements prior to the approval by the Board, focusing

on:-

. going concern assumption

. compliance with the latest accounting standards, statutory and regulatory disclosure requirements
. any changes in accounting policies and practices

. significant adjustments arising from the audit

. significant and unusual events

4) To discuss problems and reservations arising from the interim and final external audits, and any matters the
external auditors may wish to discuss (in the absence of management where necessary);

5) To review the external auditors’ management letter and management response, audit plan and Auditors’
Report;

6) To review the effectiveness of internal audit function;

7) To review any related party transaction and conflict of interest situation that may arise within the Company
including any transaction, procedure or course of conduct that raises questions of management integrity;

8) To consider the major findings of internal investigations and management’s response;

9) To carry out such other responsibilities, functions or assignments, as may be defined jointly by the Audit
Committee and the Board of Directors from time to time.
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Audit Committee Report (Cont'd)

SUMMARY OF ACTIVITIES DURING THE FINANCIAL YEAR

There were no activities carried out during the year 2006 as the Committee was only formed on 3 November 2006.
Internal Audit Function

At present, the Group does not have an internal audit department and the Audit Committee relied on discussions with
the management and executive Directors, review of quarterly financial statements and input from the external auditors to

discharge its duties. The Board of Directors is of the opinion that the existing system of internal control is adequate for the
current level of operations.
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Directors' Report

The Directors have pleasure in submitting their report together with the audited financial statements of the Group and of
the Company for the financial period from 10 March 2006 (date of incorporation) to 31 December 2006.
PRINCIPAL ACTIVITIES

The Company is principally engaged in research and development, manufacturing and marketing of liquid crystal displays
panels, liquid crystal displays modules and investment holding.

The principal activities of the subsidiary companies are disclosed in Note 11 to the financial statements.

There were no significant changes in the nature of activities of the Company and its subsidiary companies during the
financial period.

FINANCIAL RESULTS

Group Company

RM RM
Profit for the financial period 4,151,181 7,261,462
DIVIDENDS
There were no dividends paid or declared by the Company during the financial period.
RESERVES AND PROVISIONS
There were no material transfers to or from reserves or provisions during the financial period.
ISSUE OF SHARES AND DEBENTURES
During the financial period, the following shares were issued:-
Number of
Par ordinary Term of
Date of issue value shares issue Purpose of issue
10 March 2006 1.00 2 Cash Subscribers’ shares
14 April 2006 0.10 20 Other than cash Subdivide from RM1.00 per
share to RM0.10 per share
8 June 2006 0.10 140,157,050 Other than cash Acquisition of subsidiary
companies
3 November 2006 0.10 14,003,930 Cash Rights issue

There are no debentures issued during the financial period.
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Directors' Report (Cont'd)

INFORMATION ON THE FINANCIAL STATEMENTS

Before the financial statements of the Group and of the Company were made out, the Directors took reasonable steps:-

(@)  to ascertain that action had been taken in relation to the writing off of bad debts and the making of allowance for
doubtful debts and satisfied themselves that there were no bad debts to be written off and adequate allowance had
been made for doubtful debts; and

(b)  toensure that any current assets which were unlikely to be realised in the ordinary course of business including their
values as shown in the accounting records of the Group and of the Company have been written down to an amount
which they might be expected so to realise.

At the date of this report, the Directors are not aware of any circumstances:-

(@)  which would render it necessary to write off any bad debts or the amount of the allowance for doubtful debts in the
financial statements of the Group and of the Company inadequate to any substantial extent; or

(b)  which would render the values attributed to current assets in the financial statements of the Group and of the Company
misleading; or

(c)  which have arisen which render adherence to the existing method of valuation of assets or liabilities of the Group
and of the Company misleading or inappropriate.

No contingent or other liability has become enforceable or is likely to become enforceable within the period of twelve months
after the end of the financial period which, in the opinion of the Directors, will or may affect the ability of the Group and of
the Company to meet its obligations as and when they fall due.

At the date of this report, there does not exist:-

(@)  any charge on the assets of the Group and of the Company which has arisen since the end of the financial period
which secures the liability of any other person; or

(b)  any contingent liability of the Group and of the Company which has arisen since the end of the financial period.

OTHER STATUTORY INFORMATION
The Directors state that:-

At the date of this report, they are not aware of any circumstances not otherwise dealt with in this report or the financial
statements which would render any amount stated in the financial statements misleading.

In the opinion of the Directors:-

(@)  theresults of operations of the Group and of the Company during the financial period were not substantially affected
by any item, transaction or event of a material and unusual nature; and

(b)  there has not arisen in the interval between the end of the financial period and the date of this report any item,
transaction or event of a material and unusual nature likely to affect substantially the results of operations of the
Group and of the Company for the current financial period in which this report is made.

SIGNIFICANT EVENTS

The significant events during the financial period and subsequent to the balance sheet date are disclosed in Note 26 to the
financial statements.
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Directors' Report (Cont'd)

DIRECTORS
The Directors in office since the date of its incorporation are:-

Dr Chen Yuk Fu (Executive Chairman) (First Director)

Tan Soon Mong (Executive Director) (First Director)

Tan Khiok Kin (Executive Director) (First Director)

Liew Yat Kay (Executive Director) (First Director)

Thoon Ah Lai @ Thung Chong Tong (Executive Director) (First Director)

Tan Tien Kok (Independent Non-Executive Director) (appointed on 3.11.2006)

Shamsudin @ Samad Bin Kassim (Independent Non-Executive Director)
(appointed on 3.11.2006)

According to the register of Directors’ shareholdings, the following Directors who held office at the end of the financial
period has interest in the shares of the Company and its related corporations was as follows:-

Ordinary shares of RM0.10 each

At date of At
Company incorporation Bought Sold 31.12.2006
Direct interest
Dr Chen Yuk Fu 1 10 - 11
Tan Soon Mong 1 10 - 1
Liew Yat Kay - 6,723,088 - 6,723,088
Thoon Ah Lai @ Thung Chong Tong - 2,747,831 - 2,747,831
Indirect interest
Dr Chen Yuk Fu - 107,609,727 - 107,609,727
Tan Khiok Kin - 107,609,727 - 107,609,727
Tan Soon Mong - 107,609,727 - 107,609,727

Ordinary shares of SGD1.00 each
Holding company - Hitech Ventures Pte. Ltd.

Dr Chen Yuk Fu - direct 7,296,897 - - 7,296,897
Tan Soon Mong - direct 1,900,000 - - 1,900,000
Tan Khiok Kin - indirect 3,300,000 - - 3,300,000

By virtue of Dr Chen Yuk Fu’s and Tan Khiok Kin's interest in shares of the holding company, they are deemed to have interest
in the shares of all the subsidiary companies under Section 6A of the Companies Act, 1965 to the extent that the holding
company has an interest.

No other Directors at the end of the financial period held any interest in shares of the Company and its related corporations
during the financial period.

DIRECTORS' BENEFITS

During and at the end of the financial period, no arrangements subsisted to which the Company is a party, with the object
or objects of enabling Directors of the Company to acquire benefits by means of the acquisition of shares in the Company
or any other body corporate.

Since the date of incorporation, no Director has received or become entitled to receive any benefit (except for those disclosed
in Note 20 to the financial statements) by reason of a contract made by the Company or a related corporation with the
Director or with a firm of which he is a member, or with a company in which he has a substantial financial interest.
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Directors' Report (Cont'd)

AUDIT COMMITTEE

The members of the Audit Committee are:-

Tan Tien Kok (Chairman/Independent Non-Executive Director)
Liew Yat Kay (Executive Director)

Shamsudin @ Samad Bin Kassim (Independent Non-Executive Director)

The functions of the Audit Committee are to review accounting policies, internal controls, financial results and annual
financial statements of the Group and of the Company on behalf of the Board of Directors.

In performing its functions, the Committee reviewed the overall scope of external audit. It met with the Group’s auditors
to discuss the results of their examinations and their evaluation of the system of internal controls of the Group and of
the Company. The Committee also reviewed the assistance given by the officers of the Group and of the Company to the
auditors.

The Committee reviewed the financial statements of the Company and the consolidated financial statements of the Group
as well as of the auditors report thereon.

HOLDING COMPANY

The Directors regard Hitech Ventures Pte. Ltd., a company incorporated in the Republic of Singapore as the holding
company.

AUDITORS

Messrs Shamsir Jasani Grant Thornton have expressed their willingness to continue in office.

On behalf of the Board

I AN
DR CHEN YUK FU

S

TAN SOON MONG

DIRECTORS

—_— — — — — — — — —

Singapore
23 April 2007
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Statement by Directors

In the opinion of the Directors, the financial statements set out on pages 28 to 58 are drawn up in accordance with the
provisions of the Companies Act, 1965 and applicable MASB Approved Accounting Standards in Malaysia for Entities Other
Than Private Entities so as to give a true and fair view of the state of affairs of the Group and of the Company as at 31 December
2006 and of the results and cash flows of the Group and of the Company for the financial period then ended.

On behalf of the Board

DR CHEN YUK FU TAN SOON MONG

Singapore
23 April 2007

Statutory Declaration

I, Dr Chen Yuk Fu, being the Director primarily responsible for the financial management of H-Displays (MSC) Berhad., do
solemnly and sincerely declare that to the best of my knowledge and belief, the financial statements set out on pages 28
to 58 are correct and | make this solemn declaration conscientiously believing the same to be true and by virtue of the
provisions of the Oaths and Declarations Act, CAP 211.

Subscribed and solemnly declared by )
the abovenamed at Singapore ) ~N_—"
in this day of 23 April 2007 ) AL AN
DR CHEN YUK FU
Before me:

RY Py
es Teck Kwong

Patrick
N2007/0055
J Apr 2007 - 31 Mar 2008

Commissionér for Oaths
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Report of the Auditors
to the members of H-Displays (MSC) Berhad

We have audited the financial statements set out on pages 28 to 58 of H-Displays (MSC) Berhad.
These financial statements are the responsibility of the Company’s Directors.

It is our responsibility to form an independent opinion, based on our audit, on these financial statements and to report
our opinion to you, as a body and for no other purpose. We do not assume responsibility towards any other person for the
content of this report.

We conducted our audit in accordance with applicable Approved Standards on Auditing in Malaysia. These standards require
that we plan and perform the audit to obtain all the information and explanations, which we consider necessary to provide
us with sufficient evidence to give reasonable assurance that the financial statements are free of material misstatement.
An audit includes examining, on a test basis, evidence relevant to the amounts and disclosures in the financial statements.
An audit includes an assessment of the accounting principles used and significant estimates made by the Directors as well
as evaluating the overall financial statements presentation. We believe that our audit provides a reasonable basis for our
opinion.

In our opinion:-

a) the financial statements have been properly drawn up in accordance with the provisions of the Companies Act, 1965
and applicable MASB Approved Accounting Standards in Malaysia for Entities Other Than Private Entities so as to give
a true and fair view of:-

(i) the state of affairs of the Group and of the Company as at 31 December 2006 and of the results and cash flows
of the Group and of the Company for the financial period ended on that date; and

(i)  the matters required by Section 169 of the Companies Act, 1965 to be dealt with in the financial statements of
the Group and of the Company;

and

b) the accounting and other records and the registers required by the Companies Act, 1965 to be kept by the Company
and by the subsidiary companies of which we have acted as auditors have been properly kept in accordance with the
provisions of the said Act.

We have considered the financial statements and the auditors’ reports of the subsidiary company of which we have not
acted as auditors, as disclosed in Note 11 to the financial statements.

We are satisfied that the financial statements of the subsidiary companies that have been consolidated with the Company’s
financial statements are in form and content appropriate and proper for the purposes of preparation of the consolidated
financial statements and we have received satisfactory information and explanations required by us for those purposes.

The auditors’ reports on the financial statements of the subsidiary companies were not subject to any qualification and in
respect of the subsidiary companies incorporated in Malaysia, did not include any comment made under Section 174(3)
of the Act.

SHAMSIR JASANI GRANT THORNTO
(NO. AF :0737)
CHARTERED ACCOUNTANTS

DATO’N.K. JASAN
CHARTERED ACCOUNTANT
(NO:708/03/08(J/PH))
PARTNER

Kuala Lumpur
24 April 2007
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Balance Sheets

as at 31 December 2006
Group Company
Note 2006 2006
RM RM
SHARE CAPITAL 6 15,416,100 15,416,100
EXCHANGE RESERVE 7 (35,893) -
UNAPPROPRIATED PROFIT 4,151,181 7,261,462
Total shareholders' equity 19,531,388 22,677,562

NON-CURRENT LIABILITY

Hire purchase creditors 8 131,996 -

19,663,384 22,677,562

Represented by:-

NON-CURRENT ASSETS

Goodwill 9 5,926,380 -
Property, plant and equipment 10 4,899,504 -
Investment in subsidiary companies 1 - 14,015,709
Deferred tax assets 12 558,000 -
Total non-current assets 11,383,884 14,015,709
CURRENT ASSETS
Inventories 13 15,903,983 -
Trade receivables 14 19,553,193 -
Other receivables 15 1,086,907 17,000
Amount due from subsidiary companies 1 - 9,023,152
Fixed deposits with licensed bank 273,663 -
Cash and bank balances 972,400 2,978
Total current assets 37,790,146 9,043,130
LESS: CURRENT LIABILITIES
Trade payables 13,959,167 -
Other payables 16 1,851,211 15,002
Amount due to a Director 17 19,654 -
Borrowings 18 13,611,150 -
Tax payable 69,464 -
Amount due to subsidiary company 11 - 366,275
Total current liabilities 29,510,646 381,277
NET CURRENT ASSETS 8,279,500 8,661,853

19,663,384 22,677,562

The accompanying notes form an integral part of the financial statements.
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Income Statements
for the Financial Period from 10 March 2006 (Date of Incorporation) to 31 December 2006

Group Company
10.3.2006 10.3.2006

to to
Note 31.12.2006 31.12.2006
RM RM
Revenue 19 53,581,582 7,623,142
Cost of sales (39,301,403) -
Gross profit 14,280,179 7,623,142
Other income 144,167 8,495
Selling and distribution expenses (1,497,010) -
Administrative expenses (6,525,493) (370,175)
Other expenses (1,422,187) -
Operating profit 4,979,656 7,261,462
Finance costs (639,036) -
Profit before taxation 20 4,340,620 7,261,462
Taxation 21 (189,439) -
Profit for the financial period 4,151,181 7,261,462
Earnings per share (sen)
- Basic 22 5.08

The accompanying notes form an integral part of the financial statements.
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Statements of Changes in Equity
for the Financial Period from 10 March 2006 (Date of Incorporation) to 31 December 2006

Share Exchange  Unappropriated
Group capital reserve * profit Total
RM RM RM RM

At date of incorporation 2 - - 2
Issued during the financial period

- acquisition of subsidiary companies 14,015,705 - - 14,015,705

- rights issue 1,400,393 - - 1,400,393
Currency translation differences - (35,893) - (35,893)
Profit for the financial period - - 4,151,181 4,151,181
At 31 December 2006 15,416,100 (35,893) 4,151,181 19,531,388
Company
At date of incorporation 2 - - 2
Issued during the financial period

- acquisition of subsidiary companies 14,015,705 - - 14,015,705

- rights issue 1,400,393 - - 1,400,393
Profit for the financial period - - 7,261,462 7,261,462
At 31 December 2006 15,416,100 - 7,261,462 22,677,562

*  Non-distributable reserve

The accompanying notes form an integral part of the financial statements.
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Cash Flow Statements
for the Financial Period from 10 March 2006 (Date of Incorporation) to 31 December 2006

Group Company
10.3.2006 10.3.2006

to to
Note 31.12.2006 31.12.2006
RM RM
CASH FLOWS FROM OPERATING ACTIVITIES
Profit before taxation 4,340,620 7,261,462
Adjustments for:-
Allowance for slow moving inventories 348,787 -
Depreciation 1,482,768 -
Interest income (9,887) -
Interest expenses 639,035 -
Waiver of debts by Director (100,317) -
Unrealised loss on foreign exchange 14,948 -
Loss on disposal of property, plant and equipment 30,268 -
Operating profit before working capital changes 6,746,222 7,261,462
Changes in working capital:-
Inventories 3,607,315 -
Receivables (12,346,069) (17,000)
Payables 4,275,366 15,002
Director 119,971 -
Subsidiary companies - (8,656,877)
Cash generated from/(used in) operations 2,402,805 (1,397,413)
Interest paid (639,035) -
Interest received 9,887 -
Tax paid (17,975) -
Net cash from/(used in) operating activities 1,755,682 (1,397,413)
CASH FLOWS FROM INVESTING ACTIVITIES
Acquisition of subsidiary companies, net of cash
acquired A 74,638 -
Purchase of property, plant and equipment (737,927) -
Proceeds from disposal of property, plant and
equipment 9,352 -
Additional investment in subsidiary company - (2)
Net cash used in investing activities (653,937) (2)
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Cash Flow Statements (Cont'd)
for the Financial Period from 10 March 2006 (Date of Incorporation) to 31 December 2006

Group Company
10.3.2006 10.3.2006

to to
Note 31.12.2006 31.12.2006
RM RM

CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from issuance of shares 1,400,393 1,400,393
Repayment of hire purchase (78,527) -
Repayment of bankers' acceptance (558,000) -
Repayment of term loan (103,224) -
Repayment of bills payable (490,115) -
Net cash from financing activities 170,527 1,400,393

CASH AND CASH EQUIVALENTS

Net changes 1,272,272 2,978
Effect of exchange rate changes (26,209) -
Carried forward B 1,246,063 2,978

NOTES TO THE CASH FLOW STATEMENTS
A.  ACQUISITION OF SUBSIDIARY COMPANIES

The fair value of assets acquired and liabilities assumed of the subsidiary companies acquired during the financial period
were as follows:-

Group

2006

RM

Property, plant and equipment 5,683,965
Receivables 8,448,067
Inventories 19,860,085
Deferred tax assets 660,000
Goodwill 5,917,480
Fixed deposits with licensed bank 285,958
Cash and bank balances 879,744
Payables (11,640,193)
Hire purchase creditors (234,746)
Borrowings (14,762,489)
Bank overdrafts (1,091,064)
Share of net assets acquired 14,006,807
Goodwill 8,900
14,015,707
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Cash Flow Statements (Cont'd)
for the Financial Period from 10 March 2006 (Date of Incorporation) to 31 December 2006

Group
2006
RM
NOTES TO THE CASH FLOW STATEMENTS (CONT'D)
A.  ACQUISITION OF SUBSIDIARY COMPANIES (CONT'D)
Total purchase consideration:-
- through issuance of share capital (14,015,705)
- by way of cash (2)
Company's cash flow on acquisition -
Cash and cash equivalents acquired
- cash and bank balances 879,744
- fixed deposits with licensed bank 285,958
- bank overdrafts (1,091,064)
Group's cash flow on acquisition, net of cash and
cash equivalents acquired 74,638

B. CASH AND CASH EQUIVALENTS
Cash and cash equivalents included in the cash flow statements comprise the following balance sheets amounts:-

Group Company

2006 2006

RM RM

Cash and bank balances 972,400 2,978
Fixed deposits with licensed bank 273,663 -
1,246,063 2,978

H-DISPLAYS (MSC) BERHAD - ANNUAL REPORT 2006

(Company No. : 726318 K)




Notes to the Financial Statements
31 December 2006

1. BASIS OF PREPARATION OF THE FINANCIAL STATEMENTS

The financial statements of the Group and of the Company are prepared in accordance with the provisions of the
Companies Act, 1965 and applicable MASB Approved Accounting Standards in Malaysia for Entities Other Than Private
Entities.

2. FLOTATION EXERCISE

On 29 September 2006, the Company (“HDMB") has obtained conditional approval from the relevant authorities for
the admission to the MESDAQ Market of Bursa Malaysia Securities Berhad (“Bursa Securities”) in connection with the
Flotation Exercise of the enlarged issued and paid-up share capital of HDMB which includes the following:-

(a)

(b)

(c)

Rights issue

Rights issue of up to 14,003,930 ordinary shares of RM0.10 each in HDMB (“Rights Shares”) at par to the existing

shareholders of HDMB on the basis of one (1) new ordinary shares of RM0.10 each in HDMB (“HDMB Share”) for

every ten (10) existing HDMB Shares held;

Public issue

Public issue of 55,839,000 HDMB Shares at an issue price of RM0.40 per HDMB Share to the investing public.

The allocation of the public issue is as follows:-

(i) 1,500,000 new HDMB Shares representing 0.71% of the enlarged issued and paid-up share capital of
HDMB will be made available for application by Malaysian citizens, companies, societies, co-operatives

and institutions;

(ii) 1,500,000 new HDMB Shares representing 0.71% of the enlarged issued and paid-up share capital of
HDMB will be reserved for application by eligible Directors, employees and business associates of the
Group; and

(iii) 52,839,000 new HDMB Shares representing 25.16% of the enlarged issued and paid-up share capital of
HDMB will be made available for application by way of private placement to identified investors.

Listing and quotation on the MESDAQ Market of Bursa Securities

In conjunction with the public issue, HDMB seeks the admission and the listing of and quotation for its entire

enlarged issued and paid-up share capital of HDMB comprising 210,000,000 HDMB Shares on the Official List

of the MESDAQ Market of Bursa Securities.

Pursuant to the abovementioned, the Company has undertaken the following:-

(@  Acquisition of the entire issued and paid-up share capital of Hitech Displays Sdn. Bhd. and its subsidiary
companies, PT Hitech Displays and PT Raisa Jaya Perkasa (“HDSB Group”) comprising 16,992,937 ordinary
shares of RM1.00 each for a total purchase consideration of RM14,015,705 satisfied via issuance of

140,157,050 new ordinary shares of RM0.10 each in HDMB at par; and

(b)  Acquisition by H-Display Pte. Ltd. ("HDPL") of the entire assets and liabilities of Hitech Ventures Pte. Ltd.
for a total purchase consideration of SGD1.00.

The above acquisitions were completed on 3 April 2006.

On 27 February 2007, the entire enlarged issued and paid-up share capital of 210,000,000 HDMB Shares were
admitted to Bursa Securities.
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Notes to the Financial Statements (Cont'd)
31 December 2006

FINANCIAL RISK MANAGEMENT POLICIES

The Group’s financial risk management policy seeks to ensure that adequate financial resources are available for the
development of the Group’s business whilst managing its risks. The Group operates within policies that are approved
by the Board and the Group’s policy is not to engage in speculative transactions.

The main areas of financial risks faced by the Group and the policy in respect of the major areas of treasury activity
are set out as follows:-

(a)

(b)

(c)

(d)

(e)

Interest rate risk

The Group’s policy is to borrow principally on the floating rate basis but to retain a proportion of fixed rate
debt. The objectives for the mix between fixed and floating rate borrowings are set to reduce the impact of an
upward change in interest rates while enabling benefits to be enjoyed if interest rates fall.

Credit risk

The credit risk is controlled by the application of credit approvals, limits and monitoring procedures. An internal
credit review is conducted if the credit risk is material.

Market risk

For key product purchases, the Group establishes floating and fixed price levels that the Group considers
acceptable and enters into physical supply agreements, where necessary, to achieve these levels. The Group
does not face significant exposure from the risk of changes in price levels.

Liquidity and cash flow risks

The Group seeks to achieve a balance between certainty of funding even in difficult times for the markets of the
Group and aflexible, cost-effective borrowing structure.This is to ensure that at the minimum, all projected net
borrowings needs are covered by committed facilities. Also, the objective for debt maturing is to ensure that
the amount of debt maturing in any one period is not beyond the Group’s means to repay and refinance.

Foreign currency risk

The Group is exposed to foreign currency risk as a result of its normal operating activities where the currency
denomination differs from the local currency, Ringgit Malaysia (RM). The Group's policy is to minimise the
exposure of overseas operating activities to transaction risk by matching local currency income against local
currency costs.

SIGNIFICANT ACCOUNTING POLICIES

(a)

Accounting convention

The financial statements of the Group and of the Company are prepared under the historical cost convention,
unless otherwise stated in other significant accounting policies.

The functional currency of the Company is Ringgit Malaysia (RM).
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Notes to the Financial Statements (Cont'd)
31 December 2006

4. SIGNIFICANT ACCOUNTING POLICIES (Cont'd)
(b)  Adoption of Financial Reporting Standards (“FRS”)

The following applicable FRSs have been adopted by the Group and the Company effective for the financial
period beginning on or after 1 January 2006:-

FRS 3 Business Combinations

FRS 101 Presentation of Financial Statements

FRS 102 Inventories

FRS 107 5004 Cash Flow Statements

FRS 108 Accounting Policies, Changes in Accounting Estimates and Errors
FRS 110 Events After the Balance Sheet Date

FRS 112 5004 Income Taxes

FRS 114 5004 Segment Reporting

FRS 116 Property, Plant and Equipment

FRS 118 5004 Revenue

FRS 119 5004 Employee Benefits

FRS 121 The Effect of Changes in Foreign Exchange Rates

FRS 123 5004 Borrowing Costs

FRS 127 Consolidated and Separate Financial Statements

FRS 132 Financial Instruments : Disclosure and Presentation
FRS 133 Earnings Per Share

FRS 134 Interim Financial Reporting

FRS 136 Impairment of Assets

FRS 137 5004 Provision, Contingent Liabilities and Contingent Assets
FRS 138 Intangible Assets

The adoption of FRS 3, 101, 102, 1075004, 108, 110, 1125004, 1142004, 116, 1185004, 1195004, 121, 1235004, 127,
132, 133, 136, 137,004 and 138 do not have significant financial impact on the Group and the Company. The
principal effects of the changes in accounting policies resulting from the adoption of the other FRSs are as
follows:-

FRS 3: Business Combinations, FRS 136: Impairment of Assets and FRS 138: Intangible Assets

The new FRS 3 has resulted in consequential amendments to two other accounting standards, FRS 136 and
FRS 138.

The adoption of these new FRSs has resulted in a change in the accounting policy for goodwill. Goodwill is
previously carried at cost and is now tested for impairment annually, or more frequently if events or changes
in circumstances indicate that it might be impaired. Any impairment loss is recognised in profit or loss and
subsequent reversal is not allowed. This change in accounting policy has been accounted for prospectively for
business combinations where the agreement date is on or after 1 January 2006.
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Notes to the Financial Statements (Cont'd)
31 December 2006

4. SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

(b)

(c)

Adoption of Financial Reporting Standards (“FRS”) (cont'd)
The Group and the Company have not adopted the following:-
(@)  FRSsthat are mandatory for financial periods beginning on or after 1 October 2006:-
(i) FRS 117 - Leases
(ii) FRS 124 - Related Party Disclosures
FRS 117 is not relevant to the Company’s operations
(b)  FRSs and amendment that are mandatory for financial periods beginning on or after 1 January 2007:-
(i) FRS 6 - Exploration for and Evaluation of Mineral Resources
FRS 6 is not relevant to the Group’s and Company’s operations.

(i)  Amendment to FRS 119,¢04: Employee Benefits — Actuarial Gains and Losses, Group Plans and
Disclosures

Amendment to FRS 119,04 is not relevant to the Group’s and Company’s operations.
(c)  Deferred FRS 139 - Financial Instruments: Recognition and Measurement
The Malaysian Accounting Standards Board has yet to announce the effective date of this standard.
Significant Accounting Estimates and Judgements
Estimates, assumptions concerning the future and judgements are made in the preparation of the financial
statements. They affect the application of the Group's accounting policies and reported amounts of assets,
liabilities, income and expenses, and disclosures made. They are assessed on an on-going basis and are based
on experience and relevant factors, including expectations of future events that are believed to be reasonable
under the circumstances.
Key sources of estimation uncertainty
The key assumptions concerning the future and other key sources of estimation uncertainty at the balance
sheet date, that have significant risk of causing a material adjustment to the carrying amounts of assets and
liabilities within the next financial year are discussed below:-
Impairment of goodwill
The Group determines whether goodwill is impaired at least once annually. This requires the estimation of the
value in use of the cash-generating units to which goodwill are allocated. Estimating the value in use requires

the Group to make an estimate of the expected future cash flows from the cash-generating units and also to
choose a suitable discount rate in order to calculate the present value of those cash flows.
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Notes to the Financial Statements (Cont'd)
31 December 2006

4.  SIGNIFICANT ACCOUNTING POLICIES (CONT’'D)
(c)  Significant Accounting Estimates and Judgements (cont’d)
Key sources of estimation uncertainty (cont’d)
Income taxes

The Group has exposure to income taxes in numerous jurisdictions. Significant judgement is involved in
determining the Group-wide provision for income taxes. There are certain transactions and computations for
which the ultimate tax determination is uncertain during the ordinary course of business. The Group recognised
tax liabilities based on estimates of whether additional taxes will be due. Where the final tax outcome of these
matters is different from the amounts that were initially recognised, such difference will impact the income tax
and deferred tax provisions in the period in which such determination is made.

Depreciation of property, plant and equipment

Property, plant and equipment are depreciated in a straight-line basis over their useful life. Management
estimated the useful life of these assets to be within 1.5 to 10 years except for short leasehold land and buildings
which is over the remaining 38 years lease period. Changes in the expected level of usage and technological
developments could impact the economic useful life and the residual values of these assets, therefore future
depreciation charges could be revised.

Deferred tax assets

Deferred tax assets are recognised for all unutilised tax losses and unabsorbed capital allowances to the extent
that it is probable that taxable profit will be available against which the losses and capital allowances can be
utilised. Significant management judgement is required to determined the amount of deferred tax assets that
can be recognised, based upon the likely timing and level of future taxable profits together with future tax
planning strategies.

(d) Basis of consolidation

The Group financial statements consolidate the audited financial statements of the Company and all of its
subsidiary companies, which have been prepared in accordance with the Group’s accounting policies.

All intercompany transactions, balances and unrealised gains on transactions between group of companies
are eliminated; unrealised losses are also eliminated on consolidation unless cost cannot be recovered.

The financial statements of the Company and its subsidiary companies are all drawn up to the same reporting
date.

Acquisition of subsidiary companies is accounted for using the purchase method. The cost of an acquisition is
measured at the fair value of the assets given, equity instruments issued and liabilities incurred or assumed at
the date of exchange, plus costs directly attributable to the acquisition. Identifiable assets acquired and liabilities
and contingent liabilities assumed in a business combination are measured initially at their fair values at the
acquisition date, irrespective of the extent of any minority interest.

Any excess of the cost of the business combination over the group's interest in the net fair value of the identifiable
assets, liabilities and contingent liabilities represents goodwill.

Any excess of the group's interest in the net fair value of the identifiable assets, liabilities and contingent liabilities
over the cost of business combination is recognised as income on the date of acquisition.

Subsidiary companies are consolidated using the purchase method of accounting from the date on which
control is transferred to the Group and are no longer consolidated from the date that control ceases.

The gain or loss on disposal of a subsidiary company is the difference between net disposal proceeds and the
Group's share of its net assets together with any unamortised or unimpaired balance of goodwill on acquisition
and exchange differences.
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Notes to the Financial Statements (Cont'd)
31 December 2006

4, SIGNIFICANT ACCOUNTING POLICIES (CONT’'D)
(e) Goodwill

Goodwill arising on the acquisition of subsidiary companies and business operations represents the excess of the
cost of acquisition over the Group's interest in the fair value of the identifiable assets, liabilities and contingent
liabilities at the date of acquisition.

Goodwill arising on the acquisition of subsidiary companies and business operations is presented in the balance
sheet. Goodwill is reviewed for impairment annually if events or changes in circumstances indicate that the
carrying values may be impaired.

For the purpose of impairment testing, goodwill acquired in a business combination is, from the acquisition
date, allocated to each of the Group's cash-generating units, or groups of cash-generating units, that are
expected to benefit from the synergies of the combination, irrespective of whether other assets or liabilities
of the Group are assigned to those units or group of units. Each unit or group of units to which the goodwiill is
so allocated:-

- Represents the lowest level within the Group at which the goodwill is monitored for internal management
purposes; and

- Is not larger than a segment based on either the Group's primary or the Group's secondary reporting
format.

A cash-generating unit (or group of cash-generating units) to which goodwill has been allocated are tested for
impairment annually and, whenever there is an indication that the unit may be impaired, by comparing the
carrying amount of the unit, including goodwill, with the recoverable amount of the unit. Where the recoverable
amount of the cash-generating unit (or group of cash-generating units) is less than the carrying amount, an
impairment loss is recognised.

An impairment loss recognised for goodwill should not be reversed in subsequent period.

Where goodwill forms part of a cash-generating unit (or group of cash-generating units) and part of the
operations within that unitis disposed off, the goodwill associated with the operations disposed off is included
in the carrying amount of the operations when determining the gain or loss on disposal of the operations.
Goodwill disposed off in these circumstances are measured based on the relative values of the operations
disposed off and portion of the cash-generating unit retained.

(f)  Property, plant and equipment
Property, plant and equipment are stated at cost less accumulated depreciation and any impairment losses.
Depreciation is provided on a straight line method in order to write off each asset over its estimated useful

lives.

The principal annual depreciation rates used are as follows:-

Short leasehold land and buildings Over the remaining lease period
Plant and machinery, tools and moulds 10% - 50%
Computers, office equipment, furniture and fittings 10% - 66 2/3 %
Motor vehicles 11% - 20%
Electrical installation and air conditioners 10%
Renovation 10% - 66 2/3 %

Restoration cost relating to an item of property, plant and equipment is capitalised only if such expenditure is
expected to increase the future benefits from the existing property, plant and equipment beyond its previously
assessed standard of performance.
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Notes to the Financial Statements (Cont'd)
31 December 2006

4. SIGNIFICANT ACCOUNTING POLICIES (CONT’D)
(f)  Property, plant and equipment (Cont'd)

Property, plant and equipment are written down to recoverable amount if, in the opinion of the Directors,
the amount is less than their carrying value. Recoverable amount is the net selling price of the property, plant
and equipment i.e., the amount obtainable from the sale of an asset at arm’s length transaction between
knowledgeable, willing parties, less the costs of disposal.

The residual values, useful life and depreciation method are reviewed at each financial year end to ensure that
the amount, method and period of depreciation are consistent with previous estimates and the expected pattern
of consumption of the future economic benefits embodied in the items of property, plant and equipment.
An item of property, plant and equipment is derecognised upon disposal or when no future economic benefits
are expected from its use or disposal. Any gain or loss arising on derecognition of the asset is included in the
income statement in the financial year the asset is derecognised.
(g) Subsidiary companies

A subsidiary company is a company in which the Group or the Company has a long term equity interest of
more than 50 percent and where it exercises control by management participation through Board of Directors’

representation.

Investment in subsidiary companies is stated at cost. Where an indication of impairment exists, the carrying
amount of the subsidiary companies is assessed and written down immediately to their recoverable amount.

(h) Inventories
Inventories are stated at the lower of cost and net realisable value.
Cost is determined on a first-in-first out method. The costs of raw materials comprise costs of purchase. The
cost of finished goods and work-in-progress comprises raw materials, direct labour, other direct costs and

appropriate proportions of production overheads.

Net realisable value is the estimated selling price in the ordinary course of business less the estimated costs of
completion and the estimated costs necessary to make the sale.

(i)  Receivables
Receivables are carried at anticipated realisable value. Bad debts are written off in the period in which they are
identified. An estimate is made for doubtful debts based on a review of all outstanding amounts at the financial
year end.

(j) Cash and cash equivalents
Cash and cash equivalents comprise cash in hand, bank balances, short-term demand deposits and highly liquid
investments which are readily convertible to known amounts of cash and which are subject to an insignificant
risk of changes in value.

(k)  Payables

Payables are stated at cost which is the fair value of the consideration to be paid in the future for goods and
services received.
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Notes to the Financial Statements (Cont'd)
31 December 2006

4. SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

m

(m)

(n)

Assets acquired under hire purchase arrangements

The cost of property, plant and equipment acquired under hire purchase arrangements which transfer
substantially all the risks and rewards of ownership to the Group is capitalised. The depreciation policy on these
assets is similar to that of the Group's property, plant and equipment depreciation policy.

Outstanding obligations due under the hire purchase agreements after deducting finance expenses are included
as liabilities in the financial statements. Finance charges on hire purchase agreements are allocated to income
statement over the period of the respective agreements.

Deferred tax liabilities and assets

Deferred tax liabilities and assets are provided for under the liability method at the current tax rate in respect
of all temporary differences at the balance sheet date between the carrying amount of an asset or liability in
the balance sheet and its tax base including unused tax losses and capital allowances.

A deferred tax asset is recognised only to the extent that it is probable that taxable profit will be available
against which the deductible temporary differences can be utilised. The carrying amount of a deferred tax asset
is reviewed at each balance sheet date. If it is no longer probable that sufficient taxable profit will be available
to allow the benefit of part or all of that deferred tax asset to be utilised, the carrying amount of the deferred
tax asset will be reduced accordingly. When it becomes probable that sufficient taxable profit will be available,
such reductions will be reversed to the extent of the taxable profit.

Deferred tax is measured at the tax rates that are expected to apply in the period when the asset is realised or
the liability is settled, based on tax rates that have been enacted or substantively enacted at the balance sheet
date. Deferred tax is recognised in the income statement, except when it arises from a transaction which is
recognised directly in equity, in which case the deferred tax is also charged or credited directly in equity, or
when it arises from a business combination that is an acquisition, in which case the deferred tax is included in
the resulting goodwiill.

Revenue recognition

(i)  Sale of goods

Revenue from sale of goods are recognised as income, upon delivery of goods net of discounts and sales
return.

(ii) Interestincome
Interest income is recognised on a time proportion basis that reflects the effective yield on the assets.
(iii) Royalty fee

Royalty fee is recognised in the income statement upon rendering of services.
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Notes to the Financial Statements (Cont'd)
31 December 2006

4.  SIGNIFICANT ACCOUNTING POLICIES (CONT’'D)
(o) Foreign currency transactions and balances

Transactions in foreign currencies are recorded in Ringgit Malaysia at rates of exchange ruling at the date of the
transactions. Foreign currency monetary assets and liabilities are translated at exchange rates ruling at balance
sheet date.

The assets and liabilities of the foreign entities including goodwill and fair value adjustments arising on the
acquisitions are translated to Ringgit Malaysia at the closing rates. The operating results are translated to Ringgit
Malaysia at the exchange rates at the average rates during the financial year.

Gains and losses from conversion of short term assets and liabilities, whether realised or unrealised, are included
in the income statement as they arise.

Financial statements of foreign consolidated subsidiary companies are translated at year-end exchange rates
with respect to the assets and liabilities. All resulting translation differences are included in the foreign exchange
reserve in shareholders’ equity.

Goodwill and fair value adjustments arising on the acquisition of a foreign entity on and after 1 January 2006
are treated as assets and liabilities of the foreign entity and translated at the closing rate at the balance sheet
date.

Goodwill and fair value adjustments arising on the acquisition of a foreign entity before 1 January 2006 are
deemed to be assets and liabilities of the Company and translated at the exchange rate ruling at the date of

the acquisition.

On disposal of a foreign entity, the cumulative amount of exchange differences deferred in equity relating to
that foreign entity is recognised in the income statement as a component of the gain or loss on disposal.

All other foreign exchange differences are taken to the income statement in the financial year in which they
arise.

(p) Employee benefits
(i) Short-term benefits
Wages, salaries, bonuses and social security contributions are recognised as an expense in the financial
year in which the associated services are rendered by employees of the Group. Short-term accumulating
compensated absences such as paid annual leave are recognised when services are rendered by
employees that increase their entitlement to future compensated absences, and short term non-
accumulating compensated absences such as sick leave are recognised when the absences occur.

(ii) Defined contribution plan

The Company’s contribution plan are charged to the income statement in the period to which they
relate.

The foreign subsidiary companies make contribution to its respective country’s statutory pension schemes.
Such contributions are recognised as an expense in the income statement as incurred.

(q) Interest-bearing borrowings

Interest-bearing borrowings are recorded at the amount of proceeds received, net of transaction costs.
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Notes to the Financial Statements (Cont'd)
31 December 2006

4. SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

(r)

(s)

(t)

Financial instruments

Financial instruments carried on the balance sheet include investment, cash and bank balances, receivables,
payables and borrowings.The particular recognition methods adopted are disclosed in the individual accounting
policy statements associated with each item.

Financial instruments are offset when the Group has a legally enforceable right to set off the recognised amounts
and intends either to settle on a net basis, or to realise the asset and settle the liability simultaneously.

Impairment of assets

At each balance sheet date, the Group reviews the carrying amounts of its assets to determine whether there is
any indication of impairment. Intangible asset with indefinite useful life such as goodwill is tested forimpairment
at least once annually at financial year end or more frequently if events or changes in circumstances indicate
that the carrying value may be impaired either individually or at the cash-generating unit level.

If any such indication exists, or when annual impairment testing for an asset is required, the recoverable amount
is estimated and an impairment loss is recognised whenever the recoverable amount of the asset or a cash-
generating unit is less than its carrying amount. Recoverable amount of an asset or a cash generating unit is
the higher of its fair value less costs to sell and its value in use.

In assessing value in use, the estimated future cash flows are discounted to their present value using a pre-tax
discount rate that reflects current market assessments of the time value of money and the risks specific to the
asset. Impairment losses of continuing operations are recognised in the income statement in those expense
categories consistent with the function of the impaired asset.

An impairment loss is recognised as an expense in the income statement immediately.

An assessmentis made at each balance sheet date as to whether there is any indication that previously recognised
impairment losses for an asset other than goodwill may no longer exist or may have decreased. If such indication
exists, the recoverable amount is estimated. A previously recognised impairment loss is reversed only if there
has been a change in the estimates used to determine the asset recoverable amount. That increased amount
cannot exceed the carrying amount that would have been determined, net of depreciation, had no impairment
loss been recognised for the asset in prior years.

All reversals of impairment losses are recognised as income immediately in the income statement. After such
a reversal, the depreciation charge is adjusted in future periods to allocate the revised carrying amount of the
asset, less any residual value, on a systematic basis over its remaining useful life.

An impairment loss recognised for goodwill shall not be reversed in a subsequent period.
Segmental results

Segment revenues and expenses are those directly attributable to the segments and include any joint revenue
and expenses where a reasonable basis of allocation exists. Segment assets include all assets used by a segment
and consist principally of cash, receivables, inventories, intangible assets and property, plant and equipment,
net of allowance and accumulated depreciation and amortisation. The majority of the segment assets can be
directly attributed to the segments on a reasonable basis. Segments assets and liabilities do not include tax
recoverable and deferred income taxes.
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Notes to the Financial Statements (Cont'd)
31 December 2006

4. SIGNIFICANT ACCOUNTING POLICIES (CONT’D)
(u) Intersegment transfers

Segment revenues, expenses and results include transfers between segments. The prices charged on
intersegment transactions are the same as those charged for similar goods to parties outside of the Group at
arm’s length. These transfers are eliminated on consolidation.

(v)  Dividends

Dividends on ordinary shares are accounted for in the shareholders equity as an appropriation of unappropriated
profits in the period in which they are declared and approved.

5. PRINCIPAL ACTIVITIES AND GENERAL INFORMATION

The Company is principally engaged in research and development, manufacturing and marketing of liquid crystal
displays panels, liquid crystal displays modules and investment holding.

The principal activities of the subsidiary companies are disclosed in Note 11 to the financial statements.

The Company is a private limited liability company, incorporated and domiciled in Malaysia. The registered office of
the Company is located at Level 15-2, Faber Imperial Court, Jalan Sultan Ismail, 50250 Kuala Lumpur. The principal
place of business of the Company is located at Suite 11.07, Level 11, Menara MSC Cyberpot, No. 5, Jalan Bukit Meldrum,
80300 Johor Bahru, Johor Darul Takzim.

The financial statements were authorised for issued by the Board of Directors in accordance with a resolution of the
Directors on 23 April 2007.

6. SHARE CAPITAL

Group
and Company
2006
RM
Authorised:-

Ordinary shares of RM0.10 each
At date of incorporation, at RM1.00 each 100,000
Subdivision of shares, at RM0.10 each 100,000
Created during the financial period, at RM0.10 each 24,900,000
Carried forward 25,000,000
Group
and Company
2006
RM

Issued and fully paid up:-
Ordinary shares of RM0.10 each
At date of incorporation, at RM1.00 each 2

Subdivision of shares, at RM0.10 each

Issued during the financial period, at RM0.10 each

- acquisition of subsidiary companies 14,015,705
- rights issue 1,400,393
Carried forward 15,416,100
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Notes to the Financial Statements (Cont'd)
31 December 2006

EXCHANGE RESERVE

The exchange reserve comprises foreign exchange differences arising from the translation of the financial statements
of the foreign subsidiary companies.

HIRE PURCHASE CREDITORS

Group
2006
RM
Minimum lease payments
- not later than 1 year 30,684
- later than 1 year but not later than 5 years 97,516
- more than 5 years 66,837
195,037
Less: Interest-in-suspense (38,818)
Present value of hire purchase creditors 156,219
Present value of hire purchase creditors
- not later than 1 year 24,223
- later than 1 year but not later than 5 years 78,340
- more than 5 years 53,656
156,219
The amount payable not later than 1 year has been included in other payables.
GOODWILL
Group
2006
RM
Goodwill arising from acquisition of subsidiary companies 5,926,380

The goodwill represents the excess of the cost of business over the acquirer’s interest in the net fair value of the
identifiable assets, liabilities and contingent liabilities. For purpose of impairment testing, the above goodwill is
allocated to the Group's operation which represents the lowest level within the Group at which the goodwill is
monitored for internal management purposes.
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Notes to the Financial Statements (Cont'd)
31 December 2006

10.

GOODWILL (Cont'd)

The recoverable amount of the goodwill is based on its value in use. Value in use was determined by discounting the
future cash flows generated from the continuing operation of the business acquired and was based on the following
assumptions:-

(@)  cash flows were projected based on actual operating results and the five-year business plan;

(b)  the anticipated annual growth was 20% to 15% for the financial years 2007 to 2011; and

(c)  a pre-tax discount of 8% was applied in determining the recoverable amount. The discount rate reflects the
current market assessments of time value of money.

The values assigned to the key assumptions represent management’s assessment of future trends and are based on
external and internal sources.

The above estimates are particularly sensitive in the following areas:-
(@)  increase in percentage point in the discount rate used; and

(b) increase in future planned revenues would not materialised.

PROPERTY, PLANT AND EQUIPMENT

Computers,
Short Plantand Electrical office
Group leasehold machinery, installation equipment,
land and tools and andair  furniture and Motor Total
buildings  Renovation moulds  conditioners fittings vehicles 2006
RM RM RM RM RM RM RM
Cost
Additions through acquisition
of subsidiary companies 4,421,331 305,060 17,007,509 1,847,472 703,332 255,905 24,540,609
Additions - 11,515 692,308 4,250 29,854 - 737927
Disposal - - (43,223) - - - (43,223)
Carried forward 4,421,331 316,575 17,656,594 1,851,722 733,186 255,905 25,235,313
Accumulated depreciation
Additions through acquisition
of subsidiary companies 1,858,355 142,013 14,636,595 1,601,448 539,218 79,015 18,856,644
Charge for the financial period 134,830 25,862 1,148,291 114,218 40,160 19,407 1,482,768
Disposal - - (3,603) - - - (3,603)
Carried forward 1,993,185 167,875 15,781,283 1,715,666 579,378 98,422 20,335,809
Net carrying amount
2006 2,428,146 148,700 1875311 136,056 153,808 157,483 4,899,504
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11.

Notes to the Financial Statements (Cont'd)
31 December 2006

PROPERTY, PLANT AND EQUIPMENT (CONT’D)

The net carrying amount of motor vehicles of the Group which are under hire purchase arrangement amounted to
RM154,221.

The net carrying amount of motor vehicles of the Group which are registered in the name of an employee and being
held in trust of the subsidiary company amounted to RM154,220.

The short leasehold land and buildings of the Group have been pledged for banking facilities granted to a subsidiary
company.

The Directors of the Group are of the opinion that unreasonable expenses would be incurred in segregating the costs
of the short leasehold land and buildings separately.

INVESTMENT IN SUBSIDIARY COMPANIES/AMOUNT DUE FROM/(TO) SUBSIDIARY COMPANIES

Company
2006
RM
Unquoted shares, at cost 14,015,709
Details of the subsidiary companies are as follows:-
Place of Effective
Name of companies incorporation interest Principal activities
2006
%
Hitech Displays Sdn. Bhd. Malaysia 100 Investment holding, design and
("HDSB") manufacture of semi- finished liquid
crystal displays panels, liquid crystal
displays modules and other liquid
crystal displays related products.
H-Display Pte. Ltd.* Republic of 100 Sales and marketing of liquid crystal
Singapore displays panels, liquid crystal displays
modules and other liquid crystal displays
related products.
Subsidiary companies of HDSB
PT Hitech Displays ** Republic of 100 Manufacture of liquid crystal displays
Indonesia modules and liquid crystal displays
related products.
PT Raisa Jaya Perkasa ** Republic of 100 Manufacture of finished liquid crystal
Indonesia displays panels.

The amount due from/(to) subsidiary companies are unsecured, bear no interest and no scheme of repayment has
been arranged.

* Subsidiary company not audited by Shamsir Jasani Grant Thornton.
** Special audit were carried out by Shamsir Jasani Grant Thornton.
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Notes to the Financial Statements (Cont'd)

31 December 2006
12. DEFERRED TAX ASSETS
Group
2006
RM
Additions through acquisition of subsidiary companies 660,000
Transferred to income statements (102,000)
Carried forward 558,000
The balance in the deferred tax assets is made up of temporary differences arising from:-
Group
2006
RM
Tax base of qualifying property, plant and equipment in
excess of its carrying amount 485,000
Unabsorbed capital allowances 73,000
558,000

13.

The tax effects of temporary differences which would give rise to net future tax benefit are generally recognised only
where there is a reasonable expectation of realisation. As at 31 December 2006, the estimated amount of deferred
tax assets calculated at current tax rate, which have not been recognised in the financial statements, are as follows:-

Group

and Company
2006

RM

Deferred tax assets arose from pre-pioneer status 68,000

The potential deferred tax assets are not recognised in the financial statements as it is anticipated that the tax effects
of such deferrals will not reverse in the near future.

INVENTORIES
Group
2006
RM

At cost:-

Raw materials 4,817,760
Work-in-progress 10,921,705
Finished goods 425,260
Indirect materials 88,045
16,252,770
Less: Allowance for slow moving inventories (348,787)
15,903,983

H-DISPLAYS (MSC) BERHAD - ANNUAL REPORT 2006

(Company No.: 726318 K)



14.

15.

16.

17.

TRADE RECEIVABLES

Trade receivables
Less: Allowance for doubtful debts through
acquisition of subsidiary company

OTHER RECEIVABLES

Non-trade receivables
Deposits
Prepayments

Notes to the Financial Statements (Cont'd)

31 December 2006
Group
2006
RM
19,581,077
(27,884)
19,553,193
Group Company
2006 2006
RM RM
2,000 2,000
131,958 -
952,949 15,000
1,086,907 17,000

Non-trade receivables represent an amount due from a company in which certain Directors have interest.

OTHER PAYABLES

Non-trade payables
Accrual of expenses
Hire purchase creditors

AMOUNT DUETO A DIRECTOR

Group
2006
RM

919,088

907,900
24,223

1,851,211

Company
2006
RM

15,002

15,002

The amount due to a Director is unsecured, bears no interest and no scheme of repayment has been arranged.
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Notes to the Financial Statements (Cont'd)

31 December 2006
18. BORROWINGS
Group
2006
RM
Unsecured
Less than 12 months:-
Bank overdrafts 135,317
Secured
Less than 12 months:-
Bankers'acceptance 7,391,000
Bills payable 6,084,833
13,475,833
13,611,150

The bank overdrafts is unsecured and bears interest at the rate of USD Prime Lending Rate (“PLR") plus 0.5% per
annum.

The bankers’acceptance is secured by the following:-

(@)  first party legal charges on the leasehold land and buildings of a subsidiary company as disclosed in Note 10
to the financial statements;

(b)  debentureincorporating fixed and floating charges totaling RM 19,500,000 over all assets of a subsidiary company
both present and future;

(c)  corporate guarantee for RM19,500,000 from a corporate shareholder of the holding company;
(d)  personal guarantee for RM10,000,000 from a Director; and

(e)  assignment of key-man insurance on a Director for 20 years expiring on 27 June 2026.

Interest is charged at rates ranging from 2.91% to 3.53% per annum.

The bills payable is secured by the following:-

(@)  all monies debenture over the assets of a subsidiary company and holding company;

(b)  all monies guarantee over the assets of the holding company and related company; and

(c)  personal guarantee of Directors of the company for USD3,175,000.

Interest is charged at rates ranging from 6.49% to 6.96% per annum.
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20.

REVENUE

Group

Notes to the Financial Statements (Cont'd)

31 December 2006

Revenue of the Group represents sales of goods net of discounts and returns.

Company

Revenue of the Company represents royalty fee charged to the subsidiary companies.

PROFIT BEFORE TAXATION

Profit before taxation has been determined after charging/(crediting) amongst other items the following:-

Allowance for slow moving inventories
Auditors’ remuneration
- statutory audit
- other auditors
- others
Depreciation
Directors’ emoluments
Rental of factory
Rental of vehicles
Rental of premises
Rental of house
Rental of office equipment
Rental of machinery
Interest expenses
- bank overdrafts
- bankers’ acceptance
- hire purchase creditors
- term loan
- bills payable

Loss on disposal of property, plant and equipment

Unrealised loss on foreign exchange
Realised foreign exchange
- loss
-gain
Waiver of debts by Director
Interest income

Group
10.3.2006
to
31.12.2006
RM

348,787

49,000
17,327
161,000
1,482,768
268,515
200,777
12,688
73,565
8,870
2,492
19,341

45,365
168,186
5,731
2,058
417,695
30,268
14,948

4,067
(794,886)
(100,317)

(9,887)

Company
10.3.2006
to
31.12.2006
RM

(8,495)
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Notes to the Financial Statements (Cont'd)
31 December 2006

21. TAXATION

Group
10.3.2006
to
31.12.2006
RM

Current period’s taxation 69,850

Under provision in prior year 17,589
Transferred from deferred tax assets 102,000

189,439

A reconciliation of income tax expenses applicable to profit before taxation at the statutory tax rate to income tax
expenses at the effective tax rate of the Group is as follows:-

Group

10.3.2006

to

31.12.2006

RM

Profit before taxation 4,340,620

Taxation at Malaysian statutory tax rate of 28% 1,215,374
Tax effects in respects of:-

Income not subject to tax (1,454,350)

Expenses not deductible for tax purposes 301,852

Under provision in prior year 17,589

Deferred tax assets not recognised 68,000

Different tax rates in other countries of overseas subsidiary companies 65,072

Statutory stepped income exemption of overseas subsidiary company (24,098)

Effective tax expenses 189,439

There is no provision for taxation for the Company as the Company was granted pioneer status for income derived
from Multimedia Super Corridor Project for a period of 5 years expiring on 29 September 2011.

The Company has unutilised tax losses which can be carried forward to offset against future taxable profit amounted
to RM228,200 which arose from the pre-pioneer status.

The Company has sufficient tax exempt income to frank the payment of tax exempt dividends to the extent of its
entire unappropriated profits as at 31 December 2006.

However, the above amounts are subject to the approval of the Inland Revenue Board of Malaysia.
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23.

24,

EARNINGS PER SHARE

Notes to the Financial Statements (Cont'd)
31 December 2006

The basic earnings per share has been calculated based on the Group's net profit for the financial period of RM4,151,181
and the weighted average number of shares issued during the financial period of 81,749,992.

There is no fully-diluted effect to the earnings per share.

EMPLOYEE BENEFITS EXPENSE

Staff costs

SIGNIFICANT RELATED PARTY TRANSACTIONS

Group
10.3.2006
to
31.12.2006
RM

5,276,783

The significant related party transactions during the financial period was as follows:-

Royalty fee charged to subsidiary companies

Company
10.3.2006
to
31.12.2006
RM

7,623,142

The Directors of the Company are of the opinion that the terms of the transactions have been entered on a negotiated

basis.
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Notes to the Financial Statements (Cont'd)
31 December 2006

25.

MATERIAL LITIGATIONS

The following are material legal suits still outstanding for a subsidiary company as at 31 December 2006:-

Plaintiff

1) Saujana Mayang
Sari Sdn Bhd

2)  Armour Security
Systems Sdn. Bhd.

3)  N.Prasad A/L Naidu

4)  Hitech Displays
Sdn. Bhd.

Defendant

Hitech Displays
Sdn Bhd

Hitech Displays
Sdn Bhd

Hitech Displays
Sdn Bhd

Armour
Security
Systems
Sdn. Bhd.

Suit No

Johor Bahru
Magistrate’s
Summons No. 72-
46-2000-(D)

Johor Bahru
Magistrate’s
Summons No. 72-
4599-2004(F)

Johor Bahru
Industrial Court
Case No. 16/4-2930-
04

Johor Bahru
Sessions Court
Summons No.
52-1567-
2002(3)
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Legal Status

The plaintiff has lodged his claim amounted
to RM16,715 for recovery for goods sold
and delivered together with interest at 8%
per annum.

On 7 May 2006, the application was struck
off by the court due to absence of both
parties.

However, the plaintiff filed the notice of
application to reinstate for the claim, interest
and struck off costs.

The matter is pending for final decision from
the court.

The plaintiff lodged his claim for recovery
for security services rendered together with
interest at 1% per month from 3 April 2002
until date of full payment.

The defendant has failed and being sued
for the sum of RM18,336 together with
interest for security services rendered. The
defendant presently awaiting services of the
judgement to effect the payment date.

The plaintiff lodged his claim against the
defendant for his wrongful dismissal and
seeking to reinstate his post and backwages
from the date of dismissal until date of
hearing. The amount is uncertain and yet
to be decided by court.

The matter is fixed for hearing on 16 and
17 April 2008.

The plaintiff lodged his claim amounted to
RM48,302 against the defendant for his loss
ofimported batteries together with interest
at the rate of 8% per annum from 12 April
2002 until date of full recoverable.

The matter is fixed for hearing on 30 October
2007.



Notes to the Financial Statements (Cont'd)
31 December 2006

26. SIGNIFICANT EVENTS
(a) Significant events during the financial period

(i) On 14 April 2006, the Company had sub-divided its authorised share capital of 100,000 ordinary shares
of RM1.00 each into 1,000,000 ordinary shares of RM0.10 each.

(i) On 14 April 2006, the company had sub-divided its issued and fully paid-up share capital of 2 ordinary
shares of RM1.00 each into 20 ordinary shares of RM0.10 each.

(iii)  On 15 April 2006, the Company increased its authorised share capital from RM100,000 to RM25,000,000
by creation of 249,000,000 ordinary shares of RM0.10 each and that the same shares shall rank pari passu
in all respects with the existing ordinary shares of the Company.

(iv)  On 16 May 2006, the Company changed its name from H-Displays (MSC) Sdn. Bhd. to H-Displays (MSC)
Berhad and converted from a private limited company to a public limited company on the same day.

(v)  On8lJune2006,the Companyincreased itsissued and fully paid-up share capital from RM2 to RM 14,015,707
through an allotment of 140,157,050 ordinary shares of RM0.10 each fully paid in accordance with the
terms of the Share Sale Agreement dated 3 April 2006 and such new shares shall rank pari passu in all
respects with the existing ordinary shares of the Company.

(b) Significant events subsequent to the balance sheet date
In conjunction to the Note 2 to the financial statements, public issue of 55,839,000 HDMB Shares at an issue
price of RM0.40 per HDMB Share to the investing public were completed on 16 February 2007 and floated on
Bursa Securities on 27 February 2007.

27. SUMMARY EFFECTS OF ACQUISITION OF SUBSIDIARY COMPANIES

(@)  Theeffects of the acquisition of HDSB Group and HDPL on the financial results of the Group during the financial
period were as follows:-

Group

10.3.2006

to

31.12.2006

RM

Revenue 53,581,582
Other income 135,672

Other costs (49,014,954)
Profit before taxation 4,702,300

Taxation (189,439)
Profit for the financial period 4,512,861
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Notes to the Financial Statements (Cont'd)
31 December 2006

27. SUMMARY EFFECTS OF ACQUISITION OF SUBSIDIARY COMPANIES (Cont'd)

(b)  The effects of the acquisition on the financial position at the financial period end were as follows:-

Group

2006

RM

Goodwill 5,926,380
Property, plant and equipment 4,899,504
Receivables 20,623,100
Inventories 15,903,983
Deferred tax assets 558,000
Fixed deposits with licensed bank 273,663
Cash and bank balances 969,422
Payables (15,790,807)
Hire purchase creditors (156,219)
Borrowings (13,611,150)
Tax payable (69,464)
Increase in Group’s net assets 19,526,412

28. SEGMENTAL REPORTING - GROUP
(i) Business Segment
The business of the group are generated from the sales of liquid crystal displays panels, liquid crystal displays
modules and other liquid crystal displays related products and there was only one business segment
identified.

(i) Geographical segment

The group’s operations are operated in the following geographical areas:-

Geographical segments Business activities

Malaysia Mainly manufacturing in various kind of liquid crystal displays and its related
products.

Republic of Indonesia Mainly manufacturing in various kind of liquid crystal displays and its related
products.

Republic of Singapore Mainly export and trading in various kind of liquid crystal displays and its

related products.

Carrying Additions to

amount of property,

segment plant and

Revenue assets equipment

2006 RM RM RM
Malaysia - 23,206,245 709,805
Republic of Indonesia - 255,915 25,333
Republic of Singapore 53,581,582 25,711,870 2,789
53,581,582 49,174,030 737,927
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Notes to the Financial Statements (Cont'd)
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29. FINANCIAL INSTRUMENTS

(a)

(b)

Interest rate risk

The interest rate risk that financial instruments’ values will fluctuate as a result of changes in market interest
rates, and the effective weighted average interest rates on classes of financial asset and financial liabilities, are
as follows:-

Effective
weighted
average interest
Group Less than 1to5 More than rates during
1year years 5 years Total the financial period
RM RM RM RM
2006
Financial asset
Fixed deposits with
licensed bank 273,663 - - 273,663 4.35%
Financial liabilities
Bank overdrafts 135,317 - - 135,317 PLR + 0.50%
Bankers’ acceptance 7,391,000 - - 7,391,000 2.91% - 3.53%
Bills payable 6,084,833 - - 6,084,833 6.49% - 6.96%
Hire purchase creditors 24,223 78,340 53,656 156,219 2.45% - 9.06%
Credit risk
2006
Group

The maximum credit risk associated with recognised financial assets is the carrying amount shown in the
balance sheet.

The Group has no significant concentration of credit risk with any single counterparty except for 19% and
15% of trade receivables at the balance sheet date were due from NCR Corporation and Honeywell Security
respectively.

Company

The maximum credit risk associated with recognised financial assets is the carrying amount shown in the
balance sheet.

The Company has no significant concentration of credit risk with any single counterparty.
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29. FINANCIAL INSTRUMENTS (Cont'd)

(c)

Fair values

The carrying amounts of all financial assets and liabilities of the Group and of the Company as at the balance
sheet date approximated their fair values, except as set out below:-

2006
Carrying Fair
amount value
Company RM RM
Unquoted shares in subsidiary companies 14,015,709 *

*

It was not practicable within the constraints of timeliness and cost to estimate these fair values reliably.
However, at the end of the financial period, the net tangible assets reported by the subsidiary companies
were as follows:-

2006
Company RM
Unquoted shares in subsidiary companies 10,789,702

30. COMPARATIVE INFORMATION

There are no comparative figures for the Group and the Company as this is the first set of such financial statements
being prepared.
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Analysis of Shareholding

as at 18 April 2007
Authorised Share Capital : RM25,000,000.00 divided into 250,000,000 ordinary shares of RM0.10 each
Issued and Paid-Up Capital : RM21,000,000.00 divided into 210,000,000 ordinary shares of RM0.10 each
Class of Shares : Ordinary Shares of RM0.10 each fully paid
Voting Rights : One vote per ordinary share
SIZE OF SHAREHOLDINGS
as at 18 April 2007
Size of Holdings No. of Shareholders Total Holdings %
Less than 100 shares 2 61 0
100 - 1,000 shares 216 184,250 0.09
1,001 - 10,000 shares 301 1,751,500 0.83
10,001 - 100,000 shares 144 5,476,382 2.61
100,001 - below 5% of issued shares 61 94,978,080 45.23
5% and above of issued shares 2 107,609,727 51.24
726 210,000,000 100
DIRECTORS’ SHAREHOLDINGS
as at 18 April 2007
No. Name Direct Interest Deemed Interest
Shares % Shares %
1. DrChenYukFu 200,011 010 107,609,727 @ 51.24
2. TanSoon Mong 200,011 010 107,609,727 () 51.24
3. TanKhiokKin 200,000 0.10 107,609,727 (©) 51.24
4. Liew Yat Kay 3,850,000 1.83 - -
5. Thoon Ah Lai @ Thung Chong Tong 2,847,831 1.36 - -
6. Tan Tien Kok 100,000 0.05 - -
7. Shamsudin @ Samad Bin Kassim 100,000 0.05 - -
(@ peemed interested by virtue of his substantial interest in Hitech Ventures Pte Ltd
(b)  Deemed interested by virtue of his substantial interest in Hitech Ventures Pte Ltd
(©  Deemed interested by virtue of his substantial interest in Hitech Ventures Pte Ltd
SUBSTANTIAL SHAREHOLDERS
as at 18 April 2007
No. Name Direct Interest Deemed Interest
Shares % Shares %
1. Hitech Ventures Pte Ltd 107,609,727 51.24 - -
2. DrChenYukFu 200,011 0.10 107,609,727 (@ 51.24
3. TanSoon Mong 200,011 010 107,609,727 () 51.24
4. TanKhiok Kin 200,000 0.10 107,609,727 (©) 51.24
EE)) Deemed interested by virtue of his substantial interest in Hitech Ventures Pte Ltd

Deemed interested by virtue of his substantial interest in Hitech Ventures Pte Ltd
Deemed interested by virtue of his substantial interest in Hitech Ventures Pte Ltd

—
a)
—
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Analysis of Shareholding (Cont'd)
as at 18 April 2007

THIRTY (30) LARGEST SHAREHOLDERS
as at 18 April 2007

No.

N

0o NOY UV b~ W

1
12
13

14
15

16
17
18
19

20

21

22

23

24

25

26

27

28

29
30

Names

HITECH VENTURES PTE LTD
KENANGA NOMINEES (ASING) SDN BHD
KENANGA CAPITAL SDN BHD FOR HITECH VENTURES PTE LTD
YONG WAN CHOONG
LEE KENG LEONG
SIAH HOCK HOE
LOW LI KUAN
ONG MENG HUA
CIMSEC NOMINEES (TEMPATAN) SDN BHD
CIMB FOR MOHAMED NIZAM BIN ABDUL RAZAK
TAN CHONG LUM C/O TAN CHONG LUM (ONG)
EB NOMINEES (TEMPATAN) SENDIRIAN BERHAD
PLEDGED SECURITIES ACCOUNT FOR LIEW YAT KAY
LEE HOCK AUN
ONG KHAI LEE
M.LT NOMINEES (TEMPATAN) SDN BHD
PLEDGED SECURITIES ACCOUNT FOR OOI ENG SU
ARCHIE A/P SELLIAH
KENANGA NOMINEES (TEMPATAN) SDN BHD
KENANGA CAPITAL SDN BHD FORTHOON AH LAl @ THUNG CHONG TONG
LIM BENG HIN
TAN AIK HUAT
GRICIA GAN MEI HOONG
KENANGA NOMINEES (TEMPATAN) SDN BHD
KENANGA CAPITAL SDN BHD FOR SAKIBON BIN HUSSAIN
KENANGA NOMINEES (TEMPATAN) SDN BHD
KENANGA CAPITAL SDN BHD FOR RAMLI BIN HUSSIEN
KENANGA NOMINEES (TEMPATAN) SDN BHD
KENANGA CAPITAL SDN BHD FOR MD RIZUAN BIN ISHAK
EB NOMINEES (TEMPATAN) SENDIRIAN BERHAD
PLEDGED SECURITIES ACCOUNT FOR WONG JO ANN
LIM BENG HIN
LOW LI KUAN
MOHAMAD YUNUS BIN MOHAMED SHARIFF
LEE HOCK AUN
MAYBAN SECURITIES NOMINEES (TEMPATAN) SDN BHD
PLEDGED SECURITIES ACCOUNT FOR AZMI BIN MAHAMAD
CIMSEC NOMINEES (TEMPATAN) SDN BHD
CIMB BANK FOR RAMLI BIN HUSSIEN
LEOW BAK LENG
TEY YOK ENG

H-DISPLAYS (MSC) BERHAD - ANNUAL REPORT 2006

(Company No.: 726318 K)

No. of Shares held

94,500,000

13,109,727
7,214,450
6,514,014
6,120,600
5,923,239
5,363,500

5,000,000
4,553,500

3,750,000
3,746,408
3,129,739

2,975,900
2,952,988

2,747,831
2,555,600
2,500,000
2,500,000

2,500,000
2,500,000
2,500,000
2,500,000
2,286,700
2,000,000
1,799,800
1,695,000
1,000,000

599,700

540,600
518,400

%

45.00

6.24
3.44
3.10
291
2.82
2.55

2.38
217

1.79
1.78
149

142
1.41

1.31
1.22
1.19
1.19

1.19
1.09
0.95
0.86
0.81

0.48

0.29

0.26
0.25
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H-DISPLAYS (MSC) BERHAD
(Company No: 726318 K)
(Incorporated in Malaysia)

FORM OF PROXY No. of ordinary shares held

(Before completing this form please refer to the notes below)

I/We I/C No./Co. No./CDS A/C No
(Full name in block letters)

of

(Full address)
being a member/members of H-DISPLAYS (MSC) BERHAD hereby appoint the following person(s):-
Name of proxy, NRIC No. & Address No. of shares to be represented by proxy

1

or failing him/her, the Chairman of the Meeting as my/our proxy to vote for me/us on my/our behalf at the First Annual General
Meeting of the Company to be held at Langkawi Room, Level 2, Sheraton Imperial Kuala Lumpur, Jalan Sultan Ismail, 50250
Kuala Lumpur on Friday, 22 June 2007 at 3.00 p.m. My/our proxy/proxies is/are to vote as indicated below:-

FIRST PROXY SECOND PROXY
FOR AGAINST FOR AGAINST

Ordinary Resolution 1

Ordinary Resolution 2

Ordinary Resolution 3

Ordinary Resolution 4

Ordinary Resolution 5

Ordinary Resolution 6

Ordinary Resolution 7

Ordinary Resolution 8

Ordinary Resolution 9

(Please indicate with a “v/" or “X" in the space provided how you wish your vote(s) to be cast. If no instruction as to voting is
given, the proxy will vote or abstain from voting at his/her discretion.)

Dated this day of 2007
Signature/Common Seal
Notes :-
1. A proxy may but need not be a member of the Company and the provisions of Section 149(1)(a) & (b) of the Companies Act, 1965

shall not apply to the Company. A member may appoint up to two (2) proxies to attend in his/her stead. Where a member appoints
two (2) proxies, the appointment shall be invalid unless he specifies the proportions of his holdings to be represented by each proxy
in a poll and the first named proxy shall be entitled to vote on a show of hands.

2. Where a member is an authorised nominee as defined under the Central Depositories Act 1991, it may appoint at least one (1)
proxy in respect of each securities account it holds with ordinary shares of the Company standing to the credit of the said securities
account.

3. The instrument appointing a proxy, in the case of an individual, shall be signed by the appointer or by his attorney duly authorised

in writing, and in the case of a corporation, shall be executed under its Common Seal or under the hand of an officer or attorney of
the corporation duly authorised.

4, The Form of Proxy shall be deposited at the Registered Office of the Company at Level 15-2, Faber Imperial Court, Jalan Sultan Ismail,
50250 Kuala Lumpur not less than forty-eight (48) hours before the time set for holding the meeting or any adjournment thereof.



Fold this flap for sealing

Then fold here

AFFIX
STAMP

THE COMPANY SECRETARY
H-DISPLAYS (MSC) BERHAD company No:: 726318k

Level 15-2, Faber Imperial Court
Jalan Sultan Ismail
50250 Kuala Lumpur

1st fold here



