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Other Disclosure Requirements (cont’d)

Material Contracts and Contracts relating to Loans

There were no material contracts entered into by the Group which involves directors and substantial shareholders during 

the financial year.

Recurrent related Party Transactions

There were no recurrent related part transactions during the year ended 31st December 2008.

Revaluation Policy on Landed Properties

The Group does not have a revaluation policy on its landed properties and the properties are carried at cost.

Corporate Social Responsibility (“CSR”)

The Company recognizes the importance of being a responsible corporate citizen. In addition to improving workplace 

environment and commitment to staff training, the Company will be planning and organizing more CSR activities for 

the coming financial year.
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Statement on Internal Control

The Malaysian Code of Corporate Governance and the Companies Act, 1965 stipulate that the Board of Directors of 

a listed company should maintain a sound 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 15.23 of the Listing Requirements for Mesdaq Market and 

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.

BOARD RESPONSIBILITY

The Board is ultimately responsible for the Group’s system of internal controls and its effectiveness to safeguard 

shareholders’ investment and the Group’s assets. This is vital to ensure that they are consistent with the overall company’s 

objectives. However, such a system is designed to manage the Group’s risks within an acceptable risk profile, rather than 

eliminate the risk of failure to achieve the business objectives of the Group. Accordingly, it can only provide reasonable 

but not absolute assurance against material misstatement or loss.

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 respond 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 include:

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
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Statement on Internal Control (cont’d)

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

7) 	 Standard operating Procedures for certain subsidiaries have been documented and have obtained the ISO 9001 

certification. Quality audits are carried out by the management and surveillance audits are conducted annually by 

a certification body to provide assurance of compliance with the ISO 9001.

INTERNAL CONTROL SUMMARY

The Group has engaged an independent professional firm to review the internal control systems on the research and 

development activities at its factory at Menara MSC Cyberport, Johor Bahru and inventory system of a subsidiary’s factory 

at Pasir Gudang, Johor Bahru. The internal audits are undertaken to provide independent assessment of the internal 

control systems of the Group. The internal audit report was presented to the Audit Committee and forwarded to the 

Management concerned for attention and necessary action. 

However, the Group has not review the state of internal control on the newly acquired subsidiary companies, Smart 

Good Group, which was acquired in the 4th quarter of the financial year ended 2008.

The Board is of the opinion that the internal control systems in place are adequate at its current level of operations and 

will continue to review this system going forward. The Board will continuously evaluate and improves on its control 

dynamism in ensuring its effectiveness and relevance in preserving the Group’s interest and assets. There is no material 

internal control failures occurred during the financial year that could have resulted in material losses or contingencies.



Audit Committee Report

COMPOSITION AND DESIGNATION OF AUDIT COMMITTEE

1.	 Tan Tien Kok (Independent Non-Executive Director) - Chairman

2.	 Shamsuddin @ Samad Bin Kassim (Independent Non-Executive Director) - Member

3.	 Dato’ Koh Kin Lip (Non-Independent Non-Executive Director) - Member

TERMS OF REFERENCE OF THE AUDIT COMMITTEE

Constitution

The Audit Committee was formed pursuant to a resolution passed by the Board of Directors on 3rd November 2006.

Membership

The Audit Committee shall be appointed by the Board of Directors from among their number and shall be composed 

of not fewer than 3 non-executive directors, a majority shall be Independent. A quorum shall be 2 members present in 

person, both of whom shall be Independent Non-Executive Directors.

The members of the Audit Committee shall elect a chairman from among their member who is an Independent Non-

Executive Director. The Chairman elected shall be subjected to endorsement by the Board.

At least one member of the audit committee must be:

•	 A member of the Malaysian Institute of Accountants, or

•	 If he is not a member of the Malaysian Institute of Accountants, he must have at least 3 years’ working experience 

and; either

	 (i)	 he must have passed the examination specified in Part I of the 1st Schedule of the Accountants Act, 1967; 

or

	 (ii)	 he must be a member of one of the associations of accountants specified in Part II of the 1st Schedule of 

the Accountants Act,1967;

• 	 Fulfill such other requirements as prescribed or approved by the Exchange.

If a member of the Audit Committee resigns, dies or for any reason ceases to be a member with the results that the 

number is reduced below 3, the Board of Directors shall, within 3 months of that event, appoint such number of new 

members as may be required to make up the minimum number of 3 members.

Notice of Meeting and Attendance

The agenda for Audit Committee meetings shall be circulated before each meeting to members of the Committee. 

The Committee may require the external auditors and any official of the Company to attend any of its meetings as it 

determined. The external auditors shall have the right to appear and be heard at any meeting of the Audit Committee 

and shall appear before the Committee when required to do so by the Committee.

The Company Secretary of the Company shall be the Secretary of the Committee.

22

H-displays (Msc) Berhad (Company No: 726318 K) Annual Report 2008    



Notice of Meeting and Attendance (cont’d)

There were four Audit Committee meetings held during the financial year ended 31 December 2008 and the attendance 

record is as follows:-

							       Meetings attended

Tan Tien Kok			   4/4

Shamsuddin @ Samad Bin Kassim		  3/4

Dato’ Koh Kin Lip (Appointed on 18.11.2008)		  1/1

Thoon Ah Lai @ Thung Chong Tong (Resigned on 18.11.2008)	 1/3

Responsibilities and Duties 

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

•	 to consider the nomination of external auditors, the audit fees and any question of resignation or dismissal;

•	 to oversee all matters pertaining to audit including the review of the audit plan and report;

•	 to review the adequacy of existing external audit arrangements, with particular emphasis on the scope and quality 
of the audit;

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

•	 to review the quarterly interim results, half-year, annual financial statements and audit report, focusing on:

	 •	 any changes in accounting and operating policies and practices;
	 •	 significant adjustment arising from the audit;
	 •	 adequacy of disclosure of all information in the financial statements essential to a true and fair representation 

of the financial affairs of the Company and its subsidiary companies; and
	 •	 compliance with applicable approved accounting standards and business practices.

•	 to review any management letter sent by the external auditors to the Company and the management’s response 
to such letter;

•	 to discuss with the external auditors their evaluation of the quality and effectiveness of the internal control and 
management information systems;

•	 to review the adequacy of the scope, functions, resources and competency of the internal audit function and that 
it has the necessary authority to carry out its work;

•	 to review the internal audit programme, processes, the results of the internal audit programme, processes or 
investigation undertaken and whether or not appropriate action is taken on the recommendations of the internal 
audit function; 

•	 to review and approve the annual audit plan proposed by Internal Auditors; 

•     	 to review the co-operation or assistance given by the Company’s officers to both external and internal auditors;
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Audit Committee Report (cont’d)



Responsibilities and Duties (cont’d)

•	 to review all areas of significant financial risk and the arrangements in place to contain those risks to acceptable 
levels;

•	 to review all related party transactions and potential conflict of interests situations; and

•	 to consider other matters, act upon the Board of Directors’ request to investigate and report on any issues or 
concerns in regard to management of the Group, as defined.

Rights and Authority of the Audit Committee

The Company must ensure that whenever necessary and reasonable for the performance of its duties, the Audit Committee 
shall, in accordance with the procedures to be determined by the Board and at the cost of the Company to:-

•	 investigate any matters within its terms of reference;

•	 have adequate resources which it needs to perform its duties;

•	 have full access to any information which it requires in the course of performing its duties;

•	 have unrestricted access to the chief executive officer and the chief financial officer;

•	 have direct communication channels with the external and internal auditors (if any) and convene meetings with 
external auditors and internal auditors or both, excluding the attendance of other directors and employees of the 
Company;

•	 have access to independent professional or other advice in the performance of its duties at the cost of the Company; 
and

•	 be able to invite outside professionals with relevant experience and expertise to attend its meetings, if necessary.	

Summary of Activities 

During the financial year, the Committee had fulfilled its responsibilities in accordance with its terms of reference. The 
following activities were carried out by the Committee:-

1.	 Reviewed and discussed the quarterly financial statements and annual financial statements of the Group with 
management prior to presentation to the Board for approval.

2.	 Reviewed with the external auditor their Audit Planning memorandum prior to commencement of audit.

3.	 Reviewed and discussed the report by the Internal Auditors on issues and matters highlighted for Board’s 
decision.

Internal Audit Function

The Group’s internal audit function has been outsourced to KFF Chartered Accountants, an external professional firm. 
The Internal Auditor reports independently and directly to the Audit Committee and assist the Board of Directors in 
monitoring and managing risks, internal control and governance to ensure compliance with the Malaysian Code on 
Corporate Governance (“Code”).
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Audit Committee Report (cont’d)
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Directors’ Report

The Directors hereby submit their report together with the audited financial statements of the Group and of the Company 

for the financial year ended 31 December 2008.

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 12 to the financial statements.

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

financial year.

FINANCIAL RESULTS

						      Group		  Company
						      RM		  RM

(Loss)/Profit for the financial year	 	 (481,066)	 2,157,066

DIVIDENDS

There were no dividends paid or declared by the Company during the financial year.

ISSUE OF SHARES AND DEBENTURES

There were no shares or debentures issued during the financial year.

 
 INFORMATION ON THE FINANCIAL STATEMENTS

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

steps:-

(a)	 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)	 to ensure 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:-

(a)	 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
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Directors’ Report (cont’d)

INFORMATION ON THE FINANCIAL STATEMENTS (cont’d)

(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 year 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:-

(a)	 any charge on the assets of the Group and of the Company which has arisen since the end of the financial year 

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 year.

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:-

(a)	 the results of operations of the Group and of the Company during the financial year 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 year 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 year in which this report is made.

SIGNIFICANT EVENT

The significant event during the financial year is disclosed in Note 31 to the financial statements.

DIRECTORS 

The Directors in office since the date of the last report are:-

Dato’ Pahamin AB. Rajab (Chairman, Independent Non-Executive Director) (appointed on 15.5.2008)

Dr Chen Yuk Fu (Executive Director/Chief Executive Officer)

Tan Khiok Kin (Executive Director/Chief Technology Officer)

Tan Soon Mong (Executive Director/Chief Operating Officer)

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

Tan Tien Kok (Independent Non-Executive Director)

Dato’ Koh Kin Lip (Non-Independent Non-Executive Director) (appointed on 18.11.2008)

Thoon Ah Lai @ Thung Chong Tong (Non-Independent Non-Executive Director) (resigned on 18.11.2008)
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DIRECTORS  (cont’d)

According to the register of Directors’ shareholdings, the following Directors who held office at the end of the financial 

year has interest in the shares of the Company and its related corporations was as follows:-

	 							      Ordinary shares of RM0.10 each
Company			   At 					     At
						      1.1.2008		  Bought	 Sold		  31.12.2008
Direct interest				  

Dato’ Koh Kin Lip		  –	 22,450,000	 –	 22,450,000

Dato’ Pahamin AB. Rajab		  –	 9,290,000	 –	 9,290,000

Dr Chen Yuk Fu		  200,011	 3,758,600	 –	 3,958,611

Tan Soon Mong		  200,011	 –	 –	 200,011

Tan Khiok Kin		  200,000	 –	 –	 200,000

Tan Tien Kok		  50,000	 –	 –	 50,000

Shamsudin @ Samad Bin Kassim		  80,000	 –	 (40,000)	 40,000
 				 

Indirect interest				  

Dr Chen Yuk Fu (1)		  107,609,727	 310,000	 (9,619,727)	 98,300,000

Tan Khiok Kin (2)		  107,609,727	 310,000	 (9,619,727)	 98,300,000

Tan Soon Mong (3) 		  107,609,727	 310,000	 (9,619,727)	 98,300,000

				  

(1)	 Deemed interest by virtue of his shareholdings in Hitech Ventures Pte. Ltd. (“HVPL”).

(2)	 Deemed interest by virtue of his direct and indirect interest in Tech Resources Investment Co. Pte. Ltd. (“TRI”), 

which has direct interest in HVPL.

(3)	 Deemed interest by virtue of his direct interest in HVPL and TRI, which also has direct interest in HVPL.

By virtue of Dr Chen Yuk Fu’s, Tan Soon Mong’s and Tan Khiok Kin’s interest in shares of the 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 Company has an interest.

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

during the financial year.

DIRECTORS’ BENEFITS

During and at the end of the financial year, 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 end of previous financial period, no Director has received or become entitled to receive any benefit (except 

for those disclosed in Note 24 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.

Directors’ Report (cont’d)
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AUDIT COMMITTEE

The members of the Audit Committee are:-

Tan Tien Kok (Chairman)

Shamsudin @ Samad Bin Kassim

Dato’ Koh Kin Lip (appointed on 18.11.2008)

Thoon Ah Lai @ Thung Chong Tong (resigned on 18.11.2008)

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.

AUDITORS

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

On behalf of the Board

	       
DR CHEN YUK FU		
Director

TAN KHIOK KIN			 
Director

Johor Bahru 

21 April 2009

Directors’ Report (cont’d)
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Statement by Directors

In the opinion of the Directors, the financial statements set out on pages 33 to 70 are drawn up in accordance with the 

Companies Act 1965 and Financial Reporting Standards in Malaysia so as to give a true and fair view of the financial 

position of the Group and of the Company as at 31 December 2008 and of its financial performance and cash flows of 

the Group and of the Company for the financial year then ended.

On behalf of the Board

	       
DR CHEN YUK FU		
Director

TAN KHIOK KIN			 
Director

Johor Bahru 

21 April 2009

Statutory Declaration

I, Chik Chan Chee, being the Officer 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 

33 to 70 are correct and I make this solemn declaration conscientiously believing the same to be true and by virtue of 

the provisions of the Statutory Declarations Act 1960.

Subscribed and solemnly declared	 )  	  	

by the abovenamed at Kuala Lumpur	 )

in the Federal Territory this day of	 )         

21 April 2009	                                                     )                       CHIK CHAN CHEE	                                                       	

  	                          		  	

Before me:

T THANDONEE RAJAGOPAL (No. W 228)

Commissioner for Oaths
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Independent Auditors’ Report to the 
Members of H-Displays (MSC) Berhad (Incorporated in Malaysia)

Report on the Financial Statements

We have audited the financial statements of H-Displays (MSC) Berhad, which comprise the balance sheets of the Group 

and of the Company as at 31 December 2008, the income statements, statements of changes in equity and cash flow 

statements of the Group and of the Company for the financial year then ended, and a summary of significant accounting 

policies and other explanatory notes, as set out on pages 33 to 70.

Directors’ Responsibilities for the Financial Statements

The directors of the Company are responsible for the preparation and fair presentation of these financial statements in 

accordance with Financial Reporting Standards and the Companies Act 1965 in Malaysia. This responsibility includes: 

designing, implementing and maintaining internal control relevant to the preparation and fair presentation of financial 

statements that are free from material misstatement, whether due to fraud or error; selecting and applying appropriate 

accounting policies; and making accounting estimates that are reasonable in the circumstances.

Auditors’ Responsibilities

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit 

in accordance with approved standards on auditing in Malaysia. Those standards require that we comply with ethical 

requirements and plan and perform the audit to obtain reasonable assurance whether the financial statements are free 

from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial 

statements. The procedures selected depend on our judgment, including the assessment of risks of material misstatement 

of the financial statements, whether due to fraud or error. In making those risk assessments, we consider internal control 

relevant to the Company’s preparation and fair presentation of the financial statements in order to design audit procedures 

that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the 

Company’s internal control. An audit also includes evaluating the appropriateness of accounting policies used and the 

reasonableness of accounting estimates made by the directors, as well as evaluating the overall presentation of the 

financial statements.

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

opinion.

Opinion

In our opinion, the financial statements have been properly drawn up in accordance with Financial Reporting Standards 

and the Companies Act 1965 in Malaysia so as to give a true and fair view of the financial position of the Group and 

of the Company as of 31 December 2008 and of their financial performance and cash flows for the financial year then 

ended.
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Report on Other Legal and Regulatory Requirements 

In accordance with the requirements of the Companies Act 1965 in Malaysia, we also report the following:-

a)	 In our opinion, the accounting and other records and the registers required by the Act to be kept by the Company 

and its subsidiary companies of which we have acted as auditors have been properly kept in accordance with the 

provisions of the Act.

b)	 We have considered the financial statements and the auditors’ reports of all the subsidiary companies of which 

we have not acted as auditors, as disclosed in Note 12 to the financial statements.

c)	 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 the preparation 

of the financial statements of the Group and we have received satisfactory information and explanations required 

by us for those purposes.

d)	 The auditors’ reports on the financial statements of the subsidiary companies did not contain any qualification or 

any comment made under Section 174 (3) of the Act.

Other Matters

This report is made solely to the members of the Company, as a body, in accordance with Section 174 of the Companies 

Act 1965 in Malaysia and for no other purpose. We do not assume responsibility to any other person for the content 

of this report.

SJ GRANT THORNTON	 DATO’ N.K. JASANI
(NO. AF: 0737)	 CHARTERED ACCOUNTANT
CHARTERED ACCOUNTANTS	 (NO: 708/03/10(J/PH))
					     PARTNER
Kuala Lumpur

21 April 2009

 

Independent Auditors’ Report (cont’d)
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Income Statements
for the financial year ended 31 December 2008

							       Group			   Company		
					     Note	 2008		  2007	 2008		  2007
						      RM		  RM	 RM		  RM
								      

Revenue	 23	  43,196,441 	  48,997,716 	  3,171,751 	  6,611,683 

	  						    

Cost of sales		   (30,577,731)	  (33,780,541)	 –	 –

					   

Gross profit		   12,618,710 	  15,217,175 	  3,171,751 	  6,611,683 

							     

Other income		   1,181,447 	  746,515 	  304,725 	  367,702 

							     

Selling and distribution expenses		   (1,902,140)	  (1,552,800)	  –	 –

							     

Administrative expenses		   (10,891,707)	  (8,702,017)	  (1,209,919)	  (880,418)

							     

Other expenses		   (460,374)	  (1,055,809)	  (30,191)	  – 

							     

Finance costs		   (927,972)	  (503,331)	 –	 – 

							     

(Loss)/Profit before taxation 	 24	  (382,036)	  4,149,733 	  2,236,366 	  6,098,967 

							     

Taxation	 25	  (99,030)	  (497,443)	  (79,300)	  (94,907)

							     

(Loss)/Profit for the financial year		   (481,066)	  3,652,290 	  2,157,066 	  6,004,060 

							     

Attibutable to:-					   

Equity holders of the Company		   (481,066)	  3,652,290

 				  

							     

(Loss)/Earnings per share 

 attributable to equity				  

 (sen) holders of the Company					   

  - Basic	 26	  (0.23) 	 1.80 	

								      

								      

			 

The accompanying notes form an integral part of the financial statements.
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Balance Sheets
as at 31 December 2008

							       Group			   Company		
					     Note	 2008		  2007	 2008		  2007
						      RM		  RM	 RM		  RM								    
SHARE CAPITAL	 5	  21,000,000 	  21,000,000 	  21,000,000 	  21,000,000 
SHARE PREMIUM		   14,637,213 	 14,637,213 	  14,637,213 	  14,637,213 
EXCHANGE TRANSLATION RESERVE	 6	  2,546,952 	  503,082 	 –	 – 
UNAPPROPRIATED PROFIT		   7,322,405 	  7,803,471 	  15,422,588 	  13,265,522

Total equity	 	  45,506,570 	 43,943,766 	  51,059,801 	  48,902,735 
								    
NON-CURRENT LIABILITIES						    
 Deferred tax liabilities 	 7	  2,981,067 	 –	 –	 –
 Amount due to directors of 
 a subsidiary company	 8	  4,049,532 	 –	 –	 –
 Hire purchase creditors	 9	  98,215 	  114,759 	 –	 –
							   
								       52,635,384 	  44,058,525 	  51,059,801 	  48,902,735
 
Represented by:-						    
		
NON-CURRENT ASSETS						    
 Goodwill on consolidation	 10	  15,093,660 	  5,926,380 	 –	 –
 Property, plant and equipment	 11	  73,380,697 	  4,796,177 	  36,238 	  36,551 
 Investment in subsidiary
  companies	 12	 –	 –	  22,868,697 	  14,015,709 
 Deferred tax assets	 7	  229,000 	  229,000 	 –	 –
 Prepaid land lease payments	 13	  540,981 	 –	 –	 –
 Capital work-in-progress	 14	  106,885 	 –	 –	 –
							   
 Total non-current assets		   89,351,223 	  10,951,557 	  22,904,935 	  14,052,260 

CURRENT ASSETS						    
 Inventories	 15	  29,876,322 	 20,183,359 	 –	 –
 Trade receivables	 16	  28,136,305 	  18,960,946 	 –	 –
 Other receivables	 17	  7,413,846 	  2,357,714 	  14,094 	  14,502 
 Amount due from subsidiary
  companies	 12	 –	 –	  35,556,937 	  26,140,593 
 Marketable securities 	 18	  285,786 	 –	 –	 –
 Tax recoverables	 	  403,604 	 –	 –	 – 
 Fixed deposits with licensed banks	 19	  4,016,767 	  10,000,000 	 –	  10,000,000 
 Cash and bank balances		   4,570,019 	  2,184,113 	  1,170,911 	  136,320
 
 Total current assets		   74,702,649 	  53,686,132 	  36,741,942 	  36,291,415
 							   
LESS: CURRENT LIABILITIES	  					   
 Trade payables	 20	  33,343,336 	  7,318,544 	 –	 –
 Other payables	 21	  32,321,035 	  4,378,101 	  6,786,549 	  249,032 
 Amount due to subsidiary 
  company	 12	 –	 –	  1,721,227 	  1,097,001 
 Tax payable		   141,863 	  191,890 	  79,300 	  94,907 
 Borrowings	 22	  45,612,254 	  8,690,629 	 –	 –
								       
Total current liabilities		   111,418,488 	  20,579,164 	  8,587,076 	  1,440,940 

NET CURRENT (LIABILITIES)/ASSETS		   (36,715,839)	  33,106,968 	  28,154,866 	  34,850,475 

							     	  52,635,384 	  44,058,525 	  51,059,801 	  48,902,735

The accompanying notes form an integral part of the financial statements.
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Statements of Changes in Equity
for the financial year ended 31 December 2008

					                    	Attributable to equity holders of the Company		
						                              Non-distributable			 
					     Share	 Share	 Exchange		 Unappropriated		
Group		  capital	 premium	 reserve 		  profit	 Total
 					    RM	 RM	 RM		  RM	 RM	

	 						    

At 1 January 2007	  15,416,100 	 –	  (35,893)	  4,151,181 	  19,531,388 

Public issue	  5,583,900 	 16,751,700 	 –	 –	  22,335,600 

Listing expenses	 –	  (2,114,487)	 –	 –	  (2,114,487)

Currency translation 

  differences	  –	 –	  538,975 	 –	  538,975 

Profit for the financial year	 –	 –	 –	  3,652,290 	  3,652,290

 

At 31 December 2007	  21,000,000 	  14,637,213 	  503,082 	  7,803,471 	  43,943,766 

 									     

Currency translation 

  differences 	 –	 –	  2,043,870 	 –	  2,043,870 

Loss for the financial year 	 –	 –	 –	  (481,066)	  (481,066)

	

At 31 December 2008	  21,000,000 	  14,637,213 	  2,546,952 	  7,322,405 	  45,506,570 
							     		

Company						    

							   

At 1 January 2007	  15,416,100 	 –	 –	  7,261,462 	  22,677,562 

Public issue	  5,583,900 	  16,751,700 	 –	 –	  22,335,600 

									     

Listing expenses	 –	  (2,114,487)	 –	 –	  (2,114,487)

									     

Profit for the financial year	 –	 –	 –	  6,004,060 	  6,004,060 

									     

At 31 December 2007	  21,000,000 	  14,637,213 	 –	  13,265,522 	  48,902,735 

									     

Profit for the financial year 	 –	 –	 –	  2,157,066 	  2,157,066 

									     

At 31 December 2008	  21,000,000 	  14,637,213 	 –	  15,422,588 	  51,059,801 
					     				  

							       	
									       

							     

		

The accompanying notes form an integral part of the financial statements.
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Cash Flow Statements
for the financial year ended 31 December 2008

							       Group			   Company		
					     Note	 2008		  2007	 2008		  2007
						      RM		  RM	 RM		  RM
								      
CASH FLOWS FROM OPERATING ACTIVITIES				  
				  
(Loss)/Profit before taxation 		  (382,036)	 4,149,733 	  2,236,366 	  6,098,967 
		
Adjustments for:-						    
		
 Allowance for doubtful debts	 	 431,822 	 208,249 	 –	 –
 Allowance for slow moving inventories	  102,433 	 –	 –	 –	
 Amortisation of prepaid land lease 
	 payments		  2,053 	 –	 –	 –
 Depreciation		  1,979,943 	 1,062,103 	  4,368 	  2,282 
 Interest income		  (1,192,581)	 (378,712)	  (304,725)	  (351,508)
 Interest expenses		  3,310,720 	 503,331 	 –	 –
 Unrealised loss/(gain) on foreign exchange	  53,379 	 44,719 	  30,191 	  (16,194)
 Gain on disposal of property, plant and 					   
	 equipment		   (2,745)	  (1,195)	 –	 –
 Property, plant and equipment written off	 –	 1,424 	 –	 –

 Operating profit before working 
	 capital changes		  4,302,988 	 5,589,652 	  1,966,200 	  5,733,547 
							     
Changes in working capital:-						    
 Inventories		  (19,402)	  (4,279,376)	 –	 –
 Receivables		  12,357,520 	 (478,423)	  408 	  2,498 
 Payables		  (23,283,730)	 (4,583,332)	  317,517 	  234,030 
 Director		  –	 (19,654)	 –	 –
 Directors of subsidiary company		   669,321 	 –	 –	 –
 Subsidiary companies		  –	 –	  (8,822,309)	  (16,370,521)
 Bill payables		   2,219,502 	 328,750 	 –	 – 
	
Cash used in operations		  (3,753,801)	 (3,442,383)	  (6,538,184)	  (10,400,446)
								      
 Interest paid		  (3,310,720)	 (503,331)	 –	 –
 Interest received		  1,192,581 	 378,712 	  304,725 	  351,508 

 Tax paid		  (188,262)	 (46,017)	  (94,907)	 –
								      
Net cash used in operating activities	 	 (6,060,202)	 (3,613,019)	  (6,328,366)	  (10,048,938)
				  
CASH FLOWS FROM INVESTING ACTIVITIES					   
			 
 Acquisition of subsidiary companies, 
	 net of cash acquired	 A	 (899,524)	 –	  (2,632,988)	 – 
 Purchase of property, plant and 
	 equipment		  (265,151)	 (973,361)	  (4,055)	  (38,833)
 Proceeds from disposal of property, 
	 plant and equipment		  5,137 	 2,073 	 –	 –	
 Purchase of investment		  (285,786)	 –	 –	 –
								      
Net cash used in investing activities		   (1,445,324)	 (971,288)	  (2,637,043)	  (38,833)
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Cash Flow Statements (cont’d)

							       Group			   Company		
					     Note	 2008		  2007	 2008		  2007
						      RM		  RM	 RM		  RM
								      
CASH FLOWS FROM FINANCING ACTIVITIES					   
			 
 Repayment of listing expenses		  –	  (2,114,487)	 –	  (2,114,487)
 Proceeds from issuance of shares		  –	  22,335,600 	 –	  22,335,600 
 Repayment of hire purchase		   (20,736)	  (24,632)	 –	 –
 Drawndown/(Repayment) of
	  bankers' acceptance		   1,550,000 	  (5,241,000)	 –	 –
 Repayment of term loan		   (1,590,720)	 –	 –	 –
								      
Net cash (used in)/from financing activities	  (61,456)	  14,955,481 	 –	  20,221,113
 			 
Effects of exchange rates changes on 
	 cash and cash equivalents		  (435,098)	 –	 –	 –
								      
CASH AND CASH EQUIVALENTS	 					   
		
 Net (decrease)/increase		   (8,002,080)	  10,371,174 	  (8,965,409)	  10,133,342 
 Cash and cash equivalents brought forward:-					   
  	Brought forward		   12,184,113 	  1,246,063 	  10,136,320 	  2,978 
  	Effect of exchange rate changes		   11,560 	  566,876 	 –	 –
								      
  	Carried forward	 B	  4,193,593 	  12,184,113 	  1,170,911 	  10,136,320 

								      
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 
year were as follows:-				  

				  
											           Group
											           2008
											           RM								      

	 Prepaid land lease payments	 	 555,681 
	 Capital work-in-progress		  109,370 
	 Property, plant and equipment		  71,953,399 
	 Receivables		  26,824,520 
	 Inventories	 	 10,003,679 
	 Fixed deposits with licensed banks	 	 4,096,008 
	 Tax recoverable	 	 374,110 
	 Cash and bank balances		  1,666,078 
	 Amount due to directors of a subsidiary company	 	 (3,458,937)
	 Payables	 	 (73,935,479)
	 Borrowings	 	 (30,919,929)
	 Bank overdrafts	 	 (4,028,622)
	 Hire purchase creditors		  (503,673)
	 Deferred tax liabilities		  (3,050,497)

	 Share of net liabilities assumed	 	 (314,292)
	 Goodwill		  9,167,280 
						    
					     8,852,988 



38

H-displays (Msc) Berhad (Company No: 726318 K) Annual Report 2008    

Cash Flow Statements (cont’d)

A. 	 ACQUISITION OF SUBSIDIARY COMPANIES (cont’d)			 

											           Group
											           2008
											           RM		

		

			   Total purchase consideration:-	

			   - by installment (Note 21)				  

		  Company’s cash flow on acquisition		   2,632,988 

			   Total purchase consideration:-						    

	  		  - by cash				    	  (1,530,000)
	  		  - incidental costs on acquisition of subsidiary companies			  	  (1,102,988)
								      

			   Cash and cash equivalents acquired					   

			   - cash and bank balances				    	  1,666,078 
			   - fixed deposits with licensed banks				     4,096,008 
	 - bank overdrafts	 	  (4,028,622)
								      

	 Group’s cash flow on acquisition, net of cash and			 

	   cash equivalents acquired		  (899,524)
								      
B.	 CASH AND CASH EQUIVALENTS				  
				  
	 Cash and cash equivalents included in the cash flow statements comprise the following balance sheets 

amounts:-					   

			 
							       Group			   Company		
						      2008		  2007	 2008		  2007
						      RM		  RM	 RM		  RM
								      

    		  Cash and bank balances		   4,570,019 	  2,184,113 	  1,170,911 	  136,320 

    		  Fixed deposits with licensed bank	  4,016,767 	  10,000,000 	 – 	  10,000,000 

    		  Bank overdrafts (Note 22)		   (4,393,193)	 – 	 –	  –

								      

						       4,193,593 	  12,184,113 	  1,170,911 	  10,136,320 

								      
								      
								      
								      
							       		

						    

						    

	

								      

The accompanying notes form an integral part of the financial statements.
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– 31 December 2008
Notes to the Financial Statements

1.	 BASIS OF PREPARATION OF THE FINANCIAL STATEMENTS

	 The financial statements of the Group and of the Company are prepared in accordance with the Companies Act 1965 

in Malaysia and Financial Reporting Standards issued by Malaysian Accounting Standards Board (“MASB”).

2.	 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)	 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.

	 (b)	 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.

	 (c)	 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.

 
	 (d)	 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 a flexible, 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.

	 (e)	 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.
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Notes To The Financial Statements (cont’d)

3.	 SIGNIFICANT ACCOUNTING POLICIES

	 3.1	 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 financial statements are presented in Ringgit Malaysia (RM) which is the Company’s functional 
currency.

	 3.2	 Adoption of Financial Reporting Standards (“FRS”)

	 (a)	 The amendments to published standards and IC Interpretations to existing standards effective for 

the Group and the Company for the financial period beginning on or after 1 January 2008 are as 

follows:- 

		  1)	 Amendment to
 			  FRS 121	 -	The Effects of Changes in Foreign Exchange Rates 
				    - Net Investment in a Foreign Operation
			 
		  2)	 IC Interpretation 1	 -	Changes in Existing Decommissioning, Restoration and Similar 

Liabilities

		  3)	 IC Interpretation 2	 -	Members’ Shares in Co-operative Entities
			 
		  4)	 IC Interpretation 5	 -	Rights to Interests arising from Decommissioning, Restoration and 

Environmental Rehabilitation Funds

		  5)	 IC Interpretation 6	 -	Liabilities arising from Participating in a Specific Market – Waste 
Electrical and Electronic Equipment

		  6)	 IC Interpretation 7	 -	Applying the Restatement Approach under FRS129
2004

 – Financial 
Reporting in Hyperinflationary Economies

		  7)	 IC Interpretation 8	 -	Scope of FRS 2

		  8)	 FRS 107	 -	Cash Flow Statements

		  9)	 FRS 111	 -	Construction Contracts 

		  10)	 FRS112	 -	Income Taxes
				  
		  11)	 FRS 118	 -	Revenue
				  
		  12)	 FRS 120	 -	Accounting for Government Grants and Disclosure of Government 

Assistance
				  
		  13)	 FRS 134	 -	Interim Financial Reporting
				  
		  14)	 FRS 137	 -	Provision, Contingent Liabilities and Contingent Assets

		  Initial application of the above FRS 107, 112, 118, 134 and 137 did not result in significant changes 
to the accounting policies of the Group and of the Company.

		  The above Amendments, Interpretations, FRS 111 and 120 are not applicable to the Group and the 
Company.
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Notes To The Financial Statements (cont’d)

3.	 SIGNIFICANT ACCOUNTING POLICIES (cont’d)

	 3.2	 Adoption of Financial Reporting Standards (“FRS”) (cont’d)

	 (b)	 The following are the standards and IC Interpretations that not yet effective and have not been early 
adopted by the Group and the Company:- 

	 	 1)    	 IC Interpretation 9	 -	Reassessment of Embedded Derivatives
		
		  2)    	 IC Interpretation 10	 -	Interim Financial Reporting and Impairment
		
		  3)    	 FRS 4	 -	Insurance Contracts
		
		  4)	 FRS 7	 -	Financial Instruments: Disclosures
		
		  5)	 FRS 8	 -	Operating Segments
		
		  6)	 FRS 139	 -	Financial Instruments: Recognition and Measurement 
 
		  The above standards and IC Interpretations shall be effective for accounting period beginning on or 

after 1 January 2010 except for FRS 8-Operating Segments, which shall apply to accounting period 
beginning on or after 1 July 2009.

			 
		  The initial application of the above standards and IC Interpretations are not expected to have any 

material impact on the financial statements of the Group and of the Company.

		  The Company is exempted from disclosing the possible impact, if any, to the financial statements upon 
the initial application of FRS 139.

	 3.3	 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. Actual result may differ from these estimates.

		  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.

		  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. 
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Notes To The Financial Statements (cont’d)

3.	 SIGNIFICANT ACCOUNTING POLICIES (cont’d)

	 3.3	 Significant Accounting Estimates and Judgements (cont’d) 

		  Key sources of estimation uncertainty (cont’d)

		  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 determine 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.    

		  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. 

		  Impairment of property, plant and equipment 

		  The Group carried out the impairment test based on a variety of estimation including the value-in-use of the 
cash-generating unit to which the property, plant and equipment are allocated. Estimating the value-in-use 
requires the Group to make an estimate of the expected future cash flows from cash-generated unit and 
also to choose a suitable discount rate in order to calculate the present value of those cash flows.

	 3.4	 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. The goodwill is accounted for in 
accordance with the accounting policy for goodwill stated in Note 3.5.

		  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)

3.	 SIGNIFICANT ACCOUNTING POLICIES (cont’d)

	 3.5	 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 goodwill 
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 unit is 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. 

	 3.6	 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		  9% - 50%
		  Computers, office equipment, furniture and fittings	 10% - 66 2/3 %
		  Motor vehicles		  9% - 20%
		  Electrical installation and air conditioners		  10%
		  Renovation		  9% - 66 2/3 %
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Notes To The Financial Statements (cont’d)

3.	 SIGNIFICANT ACCOUNTING POLICIES (cont’d)

	 3.6	 Property, plant and equipment (cont’d) 

		  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.

		  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. 

	 3.7	 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 in the Company’s balance sheet. Where an indication of 

impairment exists, the carrying amount of the subsidiary companies is assessed and written down immediately 

to their recoverable amount.

	 3.8	 Inventories

		  Inventories comprising raw materials, work-in-progress and finished goods are stated at the lower of cost 

and net realisable value after adequate specific allowance has been made by the Directors for deteriorated, 

obsolete and slow-moving inventories.

		  Cost is determined on a first-in-first-out method and weighted average 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.

	 3.9	 Receivables

		  Receivables are carried at anticipated realisable value. Bad debts are written off in the period in which they 

are identified. An allowance is made for doubtful debts based on a review of all outstanding amounts at the 

financial year end.
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Notes To The Financial Statements (cont’d)

3.	 SIGNIFICANT ACCOUNTING POLICIES (cont’d)

	 3.10	 Marketable securities

		  Marketable securities are carried at the lower of cost and market value, determined on an aggregate portfolio 
basis by category of investment. Cost is derived using the weighted average basis. Market value is calculated 
by reference to stock exchange quoted selling prices at the close of business on the balance sheet date. 
Increases or decreases in the carrying amount of marketable securities are credited or charged to the income 
statement.

		  On disposal of an investment, the difference between net disposal proceeds and its carrying amount is 
charged or credited to the income statement.

	 3.11	 Cash and cash equivalents
	
		  Cash and cash equivalents comprise cash in hand, bank balances and short-term demand deposits which 

are readily convertible to known amounts of cash and which are subject to an insignificant risk of changes 
in value.

	 3.12	 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.

	 3.13	 Assets acquired under hire purchase arrangements

		  Finance leases

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

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

 
		  Leases assets

		  Leasehold land that normally has an indefinite economic life and title which is not expected to pass to the 
Group by the end of the lease term is treated as operating lease.  The payment made on entering into or 
acquiring a leasehold land is accounted for as prepaid land lease payments and is amortised over the respective 
lease period of 38-50 years.

	 3.14	 Capital work-in-progress

		  Capital work-in-progress consist of buildings under construction for intended use as staff quarters of the 
Group. The amount comprised of cost incurred for construction until the buildings are ready for their intended 
use.

	 3.15	 Income tax

		  Income tax on the profit or loss for the year comprises current and deferred tax. Current tax expenses is 
the expected amount of income taxes payable in respect of the taxable profit for the financial year and is 
measured using the tax rates that have been enacted by the balance sheet date.
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3.	 SIGNIFICANT ACCOUNTING POLICIES (cont’d)

	 3.15	 Income tax (cont’d)

		  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.

		  Deferred tax assets are 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 that entire 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 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 goodwill.

		  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 by the balance 

sheet date.

		  The Group’s sale of goods in the People’s Republic of China (“PRC”) is subjected to Value-added tax (“VAT”) 

at the applicable tax rate of 17% for PRC domestic sales. Input VAT on purchases can be deducted from 

output VAT. The net amount of VAT recoverable from, or payable to, the taxation authority is included as 

part of “other receivables” or “other payables” in the balance sheets.

		  Revenues, expenses and assets are recognised net of the amount of VAT except:-

	 •	 Where the VAT incurred on the purchase of assets or services is not recoverable from the taxation 

authority, in which case the VAT is recognised as part of the cost of acquisition of the asset or as part 

of the expenses item as applicable; and

	 •	 Receivables and payables that are stated with the amount of VAT included.

	 3.16	 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)	 Interest income

		  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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3.	 SIGNIFICANT ACCOUNTING POLICIES (cont’d)

	 3.17	 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 2008 
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 2008 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. 

	 3.18	 Employee benefits

		  (i)	 Short-term employee 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 Company. 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

		  Defined contribution plans are post-employment benefit plans under which the Company pays fixed 
contributions into separate entities of funds and will have no legal or constructive obligation to pay 
further contribution if any of the funds do not hold sufficient assets to pay all employee benefits relating 
to employee services in the current and preceding financial years.

		  Such contributions are recongised as an expense in the income statement as incurred. As required by 
law, companies in Malaysia make such contributions to the Employee Provident Fund (“EPF”). Company’s 
foreign subsidiaries also make contributions to their respective countries’ statutory pension schemes.
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3.	 SIGNIFICANT ACCOUNTING POLICIES (cont’d)

	 3.18	 Employee benefits (cont’d)

	 (iii)	 Retirement benefits scheme

		  Pursuant to the relevant regulations of the People’s Republic of China (“PRC”), the Group participates 
in a local municipal government retirement benefits scheme (the “Scheme”), whereby the subsidiary 
companies of the Company in the PRC are required to contribute a certain percentage of the basic 
salaries of its employees to the Scheme to fund their retirement benefits. The local municipal government 
undertakes to assume the retirement benefits obligations of all existing and future retired employees 
of the subsidiary companies of the Company. The only obligation of the Group with respect to the 
Scheme is to pay the ongoing required contributions under the Scheme mentioned above. Contributions 
under the Scheme are charged to the income statement as incurred. There are no provisions under the 
Scheme whereby forfeited contributions may be used to reduce future contributions.

	 3.19	 Interest-bearing borrowings

		  Interest-bearing borrowings are recorded at the amount of proceeds received, net of transaction costs.

		  All other borrowing costs are recognised as an expense in the income statement in the period in which they 
incurred.

	 3.20	 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.

	 3.21	 Equity instrument

		  Ordinary shares are classified as equity which are recorded at the nominal value and proceeds in excess of the 
nominal value of shares issued, if any, are accounted for as share premium. Both ordinary shares and shares 
premium are classified as equity. Dividends on ordinary shares are recognised as liabilities when declared.

		  The transaction costs of an equity transaction which comprise only those incremental external costs directly 
attributable to the equity transaction are accounted for as a deduction from equity, net of tax, from the 
proceeds.

	 3.22	 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 for 
impairment 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.
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3.	 SIGNIFICANT ACCOUNTING POLICIES (cont’d)

	 3.22	 Impairment of assets (cont’d)

		  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 assessment is 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. 

	 3.23	 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.

	 3.24	 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.

	 3.25	 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.

4.	 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 12 to the financial statements.
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4.	 PRINCIPAL ACTIVITIES AND GENERAL INFORMATION (cont’d)
 
	 The Company is a public limited liability company, incorporated and domiciled in Malaysia and is listed on the 

MESDAQ Market of Bursa Malaysia Securities Berhad. 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 21 April 2009.

5.	 SHARE CAPITAL

								                                 	Group and Company
									         2008		  2007
									         RM		  RM
	 Authorised:-			 
		  Ordinary shares of RM0.10 each	 25,000,000	 25,000,000

	 Issued and fully paid up:-			 
		  Ordinary shares of RM0.10 each			 
			   Brought forward	 21,000,000	 15,416,100

 	  		  Public issue	 –	 5,583,900
			 
 			   Carried forward	 21,000,000	 21,000,000

6.	 EXCHANGE TRANSLATION RESERVE

	 The exchange translation reserve comprises foreign exchange differences arising from the translation of the financial 

statements of the foreign subsidiary companies.

7.	 DEFERRED TAX (LIABILITIES)/ASSETS

										          Group
									         2008		  2007
			   Deferred tax liabilities					     RM		  RM
			 
	 Additions through acquisition of subsidiary companies 	 2,981,067	 –

										          Group
									         2008		  2007
			   Deferred tax assets					     RM		  RM
			 
	 Brought forward	 229,000	 558,000

	 Transferred to income statements	 –	 (329,000)
			 
	 Carried forward	 229,000	 229,000

	 The balance in deferred tax liabilities is made up of temporary differences arising from:-

										          Group
									         2008		  2007
									         RM		  RM
			 
	 Revaluation on prepaid land lease payments	 2,981,067	 –
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7.	 DEFERRED TAX (LIABILITIES)/ASSETS (cont’d)

	 The balance in deferred tax assets is made up of temporary differences arising from:-

										          Group
									         2008		  2007
									         RM		  RM		

			   Tax base of qualifying property, plant and equipment

 		  in excess of its carrying amount	 215,000	 200,000
	 Tax effect of unabsorbed capital allowance	 94,000	 –
	 Tax effect of unutilised tax losses	 810,000	 –
	 Unrealised (gain)/loss on foreign exchange	 (890,000)	 29,000
			 
				    229,000	 229,000
	
	 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 2008, 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			   Company
						      2008		  2007	 2008		  2007
						      RM		  RM	 RM		  RM
	 Deferred tax assets from
 		  pre-pioneer status		  51,000	 49,000	 51,000	 49,000
	 Tax effect of unutilised						    

	   tax losses		  –	 546,000	 –	 –
	 Tax effect of unabsorbed						    

	  	 capital allowance		  355,000	 240,000	 –	 –
							     
				    406,000	 835,000	 51,000	 49,000

	 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.

8.	 AMOUNT DUE TO DIRECTORS AND DIRECTORS OF A SUBSIDIARY COMPANY

	 Amount due to directors and directors of a subsidiary company is unsecured, bears no interest and no scheme of 

repayment has been arranged.

9.	 HIRE PURCHASE CREDITORS

										          Group
									         2008		  2007
									         RM		  RM
	 Minimum lease payments			 
	 - not later than 1 year	 532,313	 24,888
	 - later than 1 year but not later than 5 years	 103,174	 99,553
	 - more than 5 years	 19,112	 43,345
			 
				    654,599	 167,786
	 Less: Interest-in-suspense	 (43,469)	 (33,033)

	 Present value of hire purchase creditors	 611,130	 134,753
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9.	 HIRE PURCHASE CREDITORS (cont’d)

										          Group
									         2008		  2007
									         RM		  RM
	 Present value of hire purchase creditors			 

	 - not later than 1 year	 512,915	 19,994

	 - later than 1 year but not later than 5 years	 82,885	 79,976

	 - more than 5 years	 15,330	 34,783
			 

				    611,130	 134,753

	 The amount payable not later than 1 year has been included in other payables.
 

10.	 GOODWILL ON CONSOLIDATION

										          Group
									         2008		  2007
									         RM		  RM

	 Brought forward 	 5,926,380	 5,926,380

	 Additions from acquisition of subsidiary companies	 9,167,280	 –
			 

	 Carried forward	 15,093,660	 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.

	 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:-

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

	 (b)	 the anticipated annual growth was 20% for the financial years 2008 to 2012; and

	 (c)	 a pre-tax discount of 4% (2007: 7%) 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:-

	 (a)	 increase in percentage point in the discount rate used; and

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



H-displays (Msc) Berhad (Company No: 726318 K)

53

Annual Report 2008    

Notes To The Financial Statements (cont’d)

11
.	

PR
O

PE
R

TY
, P

LA
N

T 
A

N
D

 E
Q

U
IP

M
EN

T

	
							










C
o

m
p

u
te

rs
,

					






Sh

o
rt

		


Pl
an

t 
an

d
	

El
ec

tr
ic

al
	

o
ffi

ce
					







le
as

eh
o

ld
 la

n
d

		


m
ac

h
in

er
y,

 	
in

st
al

la
ti

o
n

	
eq

u
ip

m
en

t,
					







an
d

		


to
o

ls
 a

n
d

	
an

d
 a

ir
	

fu
rn

it
u

re
 a

n
d

	
M

o
to

r	
To

ta
l	

To
ta

l
			




G
ro

u
p

 	
b

u
ild

in
g

s	
R

en
o

va
ti

o
n

	
m

o
u

ld
s	

co
n

d
it

io
n

er
s 

	
fi

tt
in

g
s	

ve
h

ic
le

s	
20

08
	

20
07

			



C

o
st

	
R

M
	

R
M

	
R

M
	

R
M

	
R

M
	

R
M

	
R

M
	

R
M

	
Br

ou
gh

t 
fo

rw
ar

d	
4,

42
1,

33
1	

34
5,

59
7	

18
,4

23
,0

76
	

1,
84

3,
00

0	
73

0,
97

0	
25

6,
20

2	
26

,0
20

,1
76

	
25

,2
35

,3
13

	
A

dd
iti

on
s 

th
ro

ug
h 

ac
qu

is
iti

on
 

		


of
 s

ub
si

di
ar

y 
co

m
pa

ni
es

	
36

,2
59

,4
74

	
2,

77
5,

95
1	

62
,3

23
,6

32
	

–	
1,

45
0,

44
6	

43
5,

86
0	

10
3,

24
5,

36
3	

–

	
A

dd
iti

on
s	

–	
56

,3
49

	
17

6,
10

3	
5,

88
1	

26
,8

18
	

–	
26

5,
15

1	
97

3,
36

1

	
D

is
po

sa
l	

–	
–	

(1
04

,8
07

)	
–	

(1
,3

77
)	

–	
(1

06
,1

84
)	

(1
74

,3
48

)

	
W

rit
te

n 
of

f	
–	

–	
(3

,7
11

,7
38

)	
–	

–	
–	

(3
,7

11
,7

38
)	

(2
,8

49
)

			



C

ur
re

nc
y 

tr
an

sl
at

io
n 

di
ff

er
en

ce
s	

(8
25

,2
69

)	
(7

7,
03

6)
	

(1
,4

20
,4

23
)	

–	
(2

5,
01

5)
	

(2
,7

59
)	

(2
,3

50
,5

02
)	

(1
1,

30
1)

			




			



C

ar
rie

d 
fo

rw
ar

d	
39

,8
55

,5
36

	
3,

10
0,

86
1	

75
,6

85
,8

43
	

1,
84

8,
88

1	
2,

18
1,

84
2	

68
9,

30
3	

12
3,

36
2,

26
6	

26
,0

20
,1

76

								











		


	
A

cc
u

m
u

la
te

d
 d

ep
re

ci
at

io
n

								











								











	
Br

ou
gh

t 
fo

rw
ar

d	
2,

05
9,

70
8	

19
0,

35
6	

16
,6

31
,4

77
	

1,
70

4,
29

6	
51

9,
71

8	
11

8,
44

4	
21

,2
23

,9
99

	
20

,3
35

,8
09

	
A

dd
iti

on
s 

th
ro

ug
h 

ac
qu

is
iti

on
 

		


of
 s

ub
si

di
ar

y 
co

m
pa

ni
es

	
1,

95
3,

09
8	

1,
37

3,
39

5	
26

,8
83

,6
13

	
–	

75
7,

33
4	

32
4,

52
4	

31
,2

91
,9

64
	

–

	
C

ha
rg

e 
fo

r 
th

e 
fin

an
ci

al
 y

ea
r	

15
2,

78
1	

57
,5

19
	

1,
61

5,
64

7	
26

,3
81

	
94

,8
90

	
32

,7
25

	
1,

97
9,

94
3	

1,
06

2,
10

3

	
D

is
po

sa
l	

–	
–	

(1
02

,5
92

)	
–	

(1
,2

00
)	

–	
(1

03
,7

92
)	

(1
73

,4
70

)

	
W

rit
te

n 
of

f	
–	

–	
(3

,7
11

,7
38

)	
–	

–	
–	

(3
,7

11
,7

38
)	

(1
,4

25
)

			



C

ur
re

nc
y 

tr
an

sl
at

io
n 

di
ff

er
en

ce
s	

(4
4,

45
3)

	
(2

8,
40

2)
	

(6
12

,2
50

)	
–	

(8
,9

11
)	

(4
,7

91
)	

(6
98

,8
07

)	
98

2
			




			



C

ar
rie

d 
fo

rw
ar

d	
4,

12
1,

13
4	

1,
59

2,
86

8	
40

,7
04

,1
57

	
1,

73
0,

67
7	

1,
36

1,
83

1	
47

0,
90

2	
49

,9
81

,5
69

	
21

,2
23

,9
99

								











		


	
N

et
 c

ar
ry

in
g

 a
m

o
u

n
t	

			



20

08
	

35
,7

34
,4

02
	

1,
50

7,
99

3	
34

,9
81

,6
86

	
11

8,
20

4	
82

0,
01

1	
21

8,
40

1	
73

,3
80

,6
97

	
–

								











 		


	
20

07
	

2,
36

1,
62

3	
15

5,
24

1	
1,

79
1,

59
9	

13
8,

70
4	

21
1,

25
2	

13
7,

75
8	

–	
4,

79
6,

17
7

								











			



D

ep
re

ci
at

io
n 

ch
ar

ge
 f

or
 t

he
 

			



  fi

na
nc

ia
l y

ea
r 

en
de

d 

			



  3

1 
D

ec
em

be
r 

20
07

	
66

,5
23

	
22

,1
73

	
86

1,
35

9	
33

,4
26

	
59

,1
13

	
19

,5
09

	
–	

1,
06

2,
10

3



54

H-displays (Msc) Berhad (Company No: 726318 K) Annual Report 2008    

Notes To The Financial Statements (cont’d)

11.	 PROPERTY, PLANT AND EQUIPMENT (cont’d)
		
								        Computers, 
								       office equipment,			 
								        furniture and	 Total		  Total
			   Company		  Renovation		   fittings	 2008		  2007
			   Cost			   RM		  RM	 RM		  RM		
				  
	 Brought forward		  38,160	 673	 38,833	 –
	 Additions		  –	 4,055	 4,055	 38,833
				  
	 Carried forward		  38,160	 4,728	 42,888	 38,833
				  
	 Accumulated depreciation	 			 
				  
	 Brought forward		  2,226	 56	 2,282	 –
	 Charge for the financial year		  3,816	 552	 4,368	 2,282
				  
	 Carried forward		  6,042	 608	 6,650	 2,282
				  
	 Net carrying amount				  
				  
	 2008		  32,118	 4,120	 36,238	 –

	 2007		  35,934	 617	 –	 36,551
				  
	 Depreciation charge for the
	  financial year ended 31
	  December 2007		  2,226	 56	 –	 2,282
		   
										          Group
									         2008		  2007
									         RM		  RM

	 Net carrying amount of assets under finance lease at financial year end

 	 - Motor vehicles	 122,374	 137,757

	 - Plant and machineries	 5,264,796	 –

	 The net carrying amount of motor vehicles of the Group which are registered in the name of an employee and 

being held in trust for the subsidiary company amounted to RM122,374 (2007: RM137,757).

	 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.
 

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

										          Company
									         2008		  2007
									         RM		  RM
	 Unquoted shares, at cost			 
	 Brought forward	 14,015,709	 14,015,709
 	 Additions during the financial year	 8,852,988	 –
			 
	  Carried forward	 22,868,697	 14,015,709
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12.	 INVESTMENT IN SUBSIDIARY COMPANIES/AMOUNT DUE FROM/(TO) SUBSIDIARY COMPANIES (cont’d)
  
	 Details of the subsidiary companies are as follows:-

	
					     Place of		 Effective
			   Name of companies	 incorporation		 interest		  Principal activities
						      2008		  2007	
						      %		  %	
				  

	 Hitech Displays Sdn.	 Malaysia	 100	 100	 Investment holding, design and manufacture 	

		   Bhd. (“HDSB”)				    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	 100	 Sales and marketing of liquid crystal displays 

			   Singapore			   panels, liquid crystal displays modules and other 	

						      liquid crystal displays related products.

				  

	 Smart Good Enterprises	 Hong Kong	 90	 –	 Trading of liquid crystal displays products.

	  	 Ltd. (“SMARTGOOD”)	 Special 

			   Administrative

			   Region 					   

	 Subsidiary companies of HDSB
				  

	 PT Hitech Displays *	 Republic of	 100	 100	 Manufacture of liquid crystal displays modules 

			   Indonesia			   and liquid crystal displays related products.

				  

	 PT Raisa Jaya Perkasa * 	 Republic of	 100	 100	 Manufacture of finished liquid crystal displays 	

			   Indonesia			   panels.

				  

	 Subsidiary companies of SMARTGOOD	

				  

	 Dongguan Smart Good 	 People’s	 100	 –	 Manufacture and trading of liquid crystal

		  Electronics Co. Ltd.# 	 Republic			   displays modules.

			   of China					   

	 Jurong Smartgood 	 People’s	 100	 –	 Manufacture and marketing of liquid crystal

		  Electronics Technology	 Republic			   displays panel and liquid crystal displays.

	  	 Ltd.#	 of China		

	 The amount due from/(to) subsidiary companies is unsecured, bears no interest and no scheme of repayment has 

been arranged.

	 *	 Subsidiary companies not audited by SJ Grant Thornton

	 #	 Special audit has been carried out by SJ Grant Thornton



56

H-displays (Msc) Berhad (Company No: 726318 K) Annual Report 2008    

Notes To The Financial Statements (cont’d)

13.	 PREPAID LAND LEASE PAYMENTS

										          Group 
									         2008		  2007
			   Cost						      RM		  RM
			 

	 Additions through acquisition of subsidiary companies	 630,262	 –

	 Currency translation differences	 (14,345)	 –
			 

	 At end of financial year	 615,917	 –

	 Accumulated amortisation
			 
	 Additions through acquisition of subsidiary companies	 74,581	 –

	 Amortisation charged to income statement	 2,053	 –

	 Currency translation differences	 (1,698)	 –
				  

	 At end of financial year	 74,936	 –

			 
	 Net carrying amount
			 
	 Analysed as:-			 

 		  Long term leasehold land	 540,981	 –

14.	 CAPITAL WORK-IN-PROGRESS

										          Group 
									         2008		  2007
									         RM		  RM
			 

	 Additions through acquisition of subsidiary companies	 109,370	 –

	 Currency translation differences	 (2,485)	 –
			 

				    106,885	 –
 

15.	 INVENTORIES

										          Group 
									         2008		  2007
									         RM		  RM
	 At cost:-			 

	 Raw materials	 9,820,225	 6,411,421

 	 Work-in-progress	 15,479,270	 13,442,111

 	 Finished goods	 6,171,133	 503,647

 	 Indirect materials	 177,201	 174,967

				    31,647,829	 20,532,146

	 Less: Allowance for slow moving inventories	 (451,220)	 (348,787)

			   Allowance for slow moving inventories through 

			     acquisition of subsidiary companies 	 (1,320,287)	 –
			 

				    29,876,322	 20,183,359
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16.	 TRADE RECEIVABLES

										          Group 
									         2008		  2007
									         RM		  RM

	 Trade receivables	 31,722,216	 19,197,079

	 Less: Allowance for doubtful debts 	 (667,955)	 (236,133)

			   Allowance for doubtful debts through acquisition 

				    of subsidiary companies 	 (2,970,029)	 –

			   Currency translation differences	 52,073	 –
		

				    28,136,305	 18,960,946

	 Trade receivables are non-interest bearing and the normal credit term given to the customers ranges from 30 to 

120 days.

	 The currency exposure profile of trade receivables is as follows (foreign currency balances are unhedged):-

										          Group 
									         2008		  2007
									         RM		  RM

	 Singapore Dollar	 240,074	 183,071

	 Hong Kong Dollar 	 3,574,653	 2,728,494

	 US Dollar	 13,294,873	 16,049,381

	 Renminbi 	 11,026,705	 –
			 

				    28,136,305	 18,960,946

 
17.	 OTHER RECEIVABLES

							       Group			   Company
						      2008		  2007	 2008		  2007
						      RM		  RM	 RM		  RM
							     

	 - trade receivables		  3,103,846	 659,818	 2,000	 2,000

	 Deposits		  3,543,535	 141,859	 12,094	 12,502

	 Prepayments		  497,233	 102,284	 –	 –

	 Deposits to suppliers		  –	 1,453,753	 –	 –

	 Staff loan		  301,932	 –	 –	 –

	 Value added tax recoverable		  887,458	 –	 –	 –
		

			   	 8,334,004	 2,357,714	 14,094	 14,502

	 Less:	Allowance for  doubtful 

		  debts through acquisition of 

		  subsidiary companies		  (920,158)	 –	 –	 –
							     

			   	 7,413,846	 2,357,714	 14,094	 14,502

	 The currency exposure profile of other receivables is as follows (foreign currency balances are unhedged):-
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17.	 OTHER RECEIVABLES (cont’d)

							       Group			   Company
						      2008		  2007	 2008		  2007
						      RM		  RM	 RM		  RM
							     
	 Hong Kong Dollar 		  1,081,631	 1,043,056	 –	 –	
	 Indonesia Rupiah		  35,845	 41,679	 –	 –
	 Japanese Yen		  76,433	 84,569	 –	 –	
	 Ringgit Malaysia		  102,275	 160,991	 14,094	 14,502
	 Renmimbi	 	 2,747,164	 –	 –	 –	
	 US Dollar		  1,675,142	 901,683	 –	 –	
	 Singapore Dollar		  1,695,356	 125,736	 –	 –
				  
				    7,413,846	 2,357,714	 14,094	 14,502

18.	 MARKETABLE SECURITIES 

										          Group
									         2008		  2007
									         RM		  RM
	 Quoted investment, at cost 			 
	 Equity securities listed in Hong Kong, Special
 		  Administrative Region  			 
			 
	 Additions through acquisition of subsidiary companies 	 571,571	 –
	 Less:	Allowance for diminution in value through acquisition 
	  		  of subsidiary companies 	 (285,785)	 –
			 

				    285,786	 –

			 

	 Market value	 285,786	 –
 

19.	 FIXED DEPOSITS WITH LICENSED BANKS 

	 During the financial year, the fixed deposits with licensed banks are pledged for term loans facilities granted to a 
subsidiary company, Smart Good Enterprises Limited.

20.	 TRADE PAYABLES

	 Trade payables’ credit term granted by trade payables ranges from 30 to 150 days.

	 The currency exposure profile of trade payables is as follows (foreign currency balances are unhedged):-

										          Group
									         2008		  2007
									         RM		  RM

	 Euro	 –	 2,754
	 Hong Kong Dollar 	 923,169	 109,766
	 Indonesia Rupiah	 335,300	 744,992
	 Japanese Yen	 153,891	 73,210
	 Renminbi	 16,434,802	 –
	 Ringgit Malaysia	 9,615	 80,504
	 Singapore Dollar	 630,406	 588,963
	 US Dollar	 14,856,153	 5,718,355
			 
				    33,343,336	 7,318,544
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21.	 OTHER PAYABLES

							       Group			   Company
						      2008		  2007	 2008		  2007
						      RM		  RM	 RM		  RM
							     
	 Non-trade payables		  18,421,620	 1,371,381	 10,126	 4,152
	 Accrual of expenses		  5,729,456	 2,986,726	 556,423	 244,880
	 Amount due to vendors
 		  of Smart Good		  6,220,000	 –	 6,220,000	 –	
	 Hire purchase creditors	 	 512,915	 19,994	 –	 –
	 Deposit received		  1,437,044	 –	 –	 –
							     
				    32,321,035	 4,378,101	 6,786,549	 249,032

	 The currency exposure profile of other payables is as follows (foreign currency balances are unhedged):-

							       Group			   Company
						      2008		  2007	 2008		  2007
						      RM		  RM	 RM		  RM
							     
	 Hong Kong Dollar		  7,157,779	 2,474,371	 –	 –
	 Indonesia Rupiah		  126,560	 89,010	 –	 –
	 Japanese Yen 		  –	 –	 –	 –
	 Renminbi 		  11,433,214	 –	 –	 –	
	 Ringgit Malaysia		  7,015,832	 706,685	 6,786,549	 249,032
	 US Dollar		  6,404,461	 742,115	 –	 –
	 Singapore Dollar		  183,189	 365,920	 –	 –
							     
				    32,321,035	 4,378,101	 6,786,549	 249,032
 

22.	 BORROWINGS

										          Group
									         2008		  2007
									         RM		  RM
	 Secured:-			 
	 Less than 12 months 			 
	 Bank overdrafts I	 421,408	 –
	 Bank overdrafts II	 125,229	 –
	 Bank overdrafts III	 3,846,556	 –
			 
				    4,393,193	 –
	
	 Bankers’ acceptance	 3,700,000	 2,150,000

	 Revolving credit I	 1,796,425	 –
	 Revolving credit II	 22,050,075	 –
			 
				    23,846,500	 –

	 Term loans	 724,393	 –
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22.	 BORROWINGS (cont’d)

										          Group
									         2008		  2007
									         RM		  RM
	 Bill payables I	 8,615,130	 6,540,629
	 Bill payables II 	 2,304,283	 –
	 Bill payables III	 2,028,755	 –
			 
				    12,948,168	 6,540,629

			 

	 Total borrowings	 45,612,254	 8,690,629

	 The above bank overdrafts I and bankers’ acceptances of the Group are secured by way of:-

	 i)	 first party and second legal charges on the short leasehold land and buildings of the Group;

	 ii)	 debentures incorporating fixed and floating charges totaling at RM19,500,000 over assets of the subsidiary 

company both present and future; and

	 iii)	 corporate guarantee of RM11,800,000 from the Company.

	 Interest is charged at rates ranging from 3.24% to 8.50% (2007: 2.91% to 3.37%) per annum.

	 The above bank overdrafts II and bill payables I of the Group are secured by way of:-

	 i)	 all monies debentures over the assets of a subsidiary company and the Company; and

	 ii)	 all monies guarantee over the assets of the Company and related company.

	 Interest is charged at rates ranging from 3.30% to 6.40% (2007: 6.49% to 6.96%) per annum.

	 The above bank overdrafts III, bill payables II and term loans of the Group are secured by way of:-

	 i)	 Corporate guarantee by Smartech Display Limited for an unlimited amount; 

	 ii)	 Guarantee and indemnity for an unlimited amount duly executed by Directors of subsidiary company;

	 iii)	 All monies charge on cash deposit for an amount not less than USD1,105,721; 

	 iv)	 Deed of floating charge for HKD3,000,000 over the Company’s future book debts duly executed by the 

Company;

	 v)	 Pledged of a house (together with 2 parking spaces and a garden) at Wesley Villa, No. 81 Ma Ling Path 

Shatin, Hong Kong; 

	 vi)	 Guarantee by Directors of the subsidiary company;

	 vii)	 A jointly severally guaranteed by the Directors of subsidiary company;

	 viii)	 A corporate guarantee executed by Dongguan Smart Good Electronic Co., Ltd. for HKD8,000,000, plus 

interest and other charges;

	 ix)	 A corporate guarantee executed by Jurong Smartgood Electronic Technology Ltd. for HKD8,000,000, plus 

interest and other charges; and

	 x)	 An all monies subordination of loans agreement executed by Directors of subsidiary company in an amount 

of not less than HKD12,000,000.

	 Interest rate for bank overdrafts is charged at the rates ranging from of 2.50% to 8.50% per annum. 
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22.	 BORROWINGS (cont’d)

	 Interest rate for bill payable is charged with a range from 3.00% to 6.00% per annum below standard bills rate 

quoted by the Bank.

	 Interest rate for term loans is charged at the rates ranging from 5.50 to 7.75% per annum.

	 Term loans were repayable by 3, 16 and 30 equal monthly installments.

	 The above revolving credit I of the Group is secured by way of:-

	 i)	 Personal guarantee from the Directors of subsidiary company;	

	 ii)	 Corporate guarantee by companies in which Directors of subsidiary company have interest; and

	 iii)	 Properties of the companies in which Directors of subsidiary company have interest.

	 The revolving credit was repayable by annual basis.

	 Interest rate for the revolving credit is charged at the rate of 8.72% per annum.

	  

	 The above revolving credit II and bill payables III of the Group are secured by way of:-

	 i)	 Legal charged against prepaid land lease payments;

	 ii)	 Charged on 11 units of plant and machineries of the subsidiary Company.

	 iii)	 Corporate guarantee by Jurong Smartech Displays Co. Ltd. amounted to RM5,908,464 and Dongguan Smart 

Good Electronic Co. Ltd. amounted to RM5,908,464; and 

	 iv)	 Charged on 100 units of plant and machineries of the subsidiary company.

	

	 Revolving credit are repayable by 2, 8 and 9 instalments ranging from RM274,104 to RM2,131,920 per 

instalment.

	 Interest is charged at the rates ranging from 5.10% to 9.00% per annum.

23.	 REVENUE 

	 Group

	 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.
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24.	 (LOSS)/PROFIT BEFORE TAXATION

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

							       Group			   Company
						      2008		  2007	 2008		  2007
						      RM		  RM	 RM		  RM							     
	 Allowance for doubtful debts		  431,822	 208,249	 –	 –
	 Amortisation of prepaid land 
		  lease payment 		  2,053	 –	 –	 –
	 Allowance for slow moving inventories	 102,433	 –	 –	 –	
	 Auditors’ remuneration:-						    
	 - statutory audit 						    
	 - holding company’s auditors		  52,000	 54,000	 30,000	 27,000
	 - other auditors	 	 70,663	 35,679	 –	 –
	 - others		  189,000	 5,000	 5,000	 5,000	
	 Depreciation		  1,979,943	 1,062,103	 4,368	 2,282
	 Interest expenses						    
	 - bank overdrafts	 	 7,983	 1,309	 –	 –
	 - bankers’ acceptance		  101,089	 122,541	 –	 –
	 - hire purchase creditors		  4,960	 6,518	 –	 –
	 - term loan		  2,826,879	 –	 –	 –	
	 - bills payable		  369,809	 372,963	 –	 –
	 Property, plant and equipment 
		  written off		  –	 1,424	 –	 –
	 Rental of factory		  425,134	 265,800	 –	 –	
	 Rental of vehicles		  –	 33,278	 –	 –
	 Rental of premises		  119,466	 182,420	 46,166	 34,625
	 Rental of house		  68,747	 16,495	 –	 –	
	 Rental of office equipment		  –	 2,903	 –	 –	
	 Rental of machinery		  –	 22,850	 –	 –
	 Gain on disposal of property, plant 
		  and equipment		  (2,745)	 (1,195)	 –	 –
	 Unrealised foreign exchange 						    
	 - loss	 	 53,379	 44,719	 30,191	 –
	 - gain		  –	 –	 –	 (16,194)
	 Realised foreign exchange						    
	 - loss		  –	 81,536	 –	 –

	 - gain		  –	 (8,098)	 –	 –	

	 Interest income		  (1,192,581)	 (378,712)	 (304,725)	 (351,508)

	 The details of remuneration receivables by directors of the Group and of the Company during the financial year 
are as follows:-

							       Group			   Company
						      2008		  2007	 2008		  2007
						      RM		  RM	 RM		  RM
	 Executive:-						    
 	 Directors fees 		  156,667	 150,000	 90,000	 150,000
 	 Salaries and others emoluments	 569,015	 560,473	 –	 –
 	 Defined contribution plan 		  34,555	 15,828	 –	 –
							     
				    760,237	 726,301	 90,000	 150,000

	 Non-executive:-						    
 	 Directors fees		  90,000	 60,000	 90,000	 60,000
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25.	 TAXATION

							       Group			   Company
						      2008		  2007	 2008		  2007
						      RM		  RM	 RM		  RM

	 Current year taxation		  101,142	 135,162	 79,300	 94,907
	 (Over)/Under provision in prior years	 (2,112)	 33,281	 –	 –
	 Transferred from deferred tax assets	 –	 329,000	 –	 –
							     
				    99,030	 497,443	 79,300	 94,907

	 A reconciliation of income tax expenses applicable to (loss)/profit before taxation at the statutory tax rate to income 
tax expenses at the effective tax rate of the Group and the Company is as follows:-

							       Group			   Company
						      2008		  2007	 2008		  2007
						      RM		  RM	 RM		  RM
							     
	 (Loss)/Profit before taxation		  (382,036)	 4,149,733	 2,236,366	 6,098,967

	 Taxation at Malaysian statutory tax 
		  rate of 26% (2007: 27%)		  (99,329)	 1,120,428	 581,455	 1,646,721
	 Tax effects in respect of:-
	 Income not subject to tax		  (758,450)	 (1,650,520)	 (555,043)	 (1,605,414)
	 Expenses not deductible for tax 
		  purposes		  1,049,542	 100,467	 –	 –
	 Effect of change in tax rates on 
		  opening of deferred tax		  10,696	 43,600	 1,888	 4,600
	 (Over)/Under provision in prior year	 (2,112)	 33,281	 –	 –
	 Deferred tax assets not recognised	 32,857	 835,000	 51,000	 49,000
	 Different tax rates in other countries 
		  of overseas subsidiary companies	 (266,897)	 21,352	 –	 –
	 Statutory stepped income exemption 
		  of overseas subsidiary company	 –	 (6,165)	 –	 –
	 Losses on subsidiary companies not 
		  allowed by the group relief  		  132,723	 –	 –	 –

	 Effective tax expenses	 	 99,030	 497,443	 79,300	 94,907

	 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.

	 Malaysian income tax is calculated at the statutory rate of 26% (2007: 27%) of the estimated taxable profits for 

the financial year. The Malaysian statutory tax rate will be reduced to 25% effective from year of assessment 2009 

from the current year’s tax rate of 26%. The computation of deferred tax as at 31 December 2008 has reflected 

this change.

	 The Company has unutilised tax losses which can be carried forward to offset against future taxable profit amounted 

to RM228,000 (2007: RM228,000) which arose from the pre-pioneer status.

	 The Malaysian Budget 2008 introduced a single tier company income tax system with effect from year of assessment 

2008. As such, the Section 108 tax credit as at 31 December 2008 will be available to the Company until such 

time the credit is fully utilised or upon expiry of the six year transitional period on 31 December 2013, whichever 

is earlier.
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25.	 TAXATION (cont’d)

	 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 2008.

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

	 Pursuant to the People’s Republic of China (“PRC”) Enterprise Income Tax Law passed by the Tenth National People’s 

Congress on 16 March 2007, the new enterprise income tax rates for domestic enterprises and foreign investment 

enterprises are unified at 25% and was effective from 1 January 2008.

	 Based on the “Income Tax Law of the PRC for Enterprises with Foreign Investments and Foreign Enterprises”, 

one of the subsidiary companies in PRC is entitled to full exemption from income tax for the first two (2) years in 

which the subsidiary company began to make profit.  In addition, for the next three (3) consecutive years, 50% 

of the subsidiary Company’s chargeable income is exempted from being taxed. This subsidiary company has not 

commenced its tax exemption holidays.

26.	 (LOSS)/EARNINGS PER SHARE

	 The basic (loss)/earnings per share has been calculated based on the Group’s net (loss)/profit for the financial year 

of RM481,066 (2007: RM3,652,290) and the weighted average number of shares issued during the financial year 

of 210,000,000 (2007: 203,115,740).

 

	 There is no diluted loss per share as there is no potential dilutive ordinary share.

27.	 EMPLOYEE BENEFITS EXPENSES

							       Group			   Company
						      2008		  2007	 2008		  2007
						      RM		  RM	 RM		  RM
							     

	 Staff costs		  5,925,451	 6,881,751	 658,553	 484,037

	 Included in the above employee benefits expenses of the Group and of the Company are Directors’ remuneration 

of RM603,570 (2007: RM576,301) and defined contribution plan for the Group and the Company of RM283,754 

and RM14,732 (2007: RM322,232 and RM6,351) respectively.

28.	 CONTINGENT LIABILITIES

										          Company
									         2008		  2007
									         RM		  RM
			   Guarantees given to financial institutions for credit

			    facilities granted to subsidiary companies			 

	  - Hitech Displays Sdn. Bhd.	 11,800,000	 11,800,000

	  - H-Display Pte. Ltd.	 12,110,000	 10,035,000

				    23,910,000	 21,835,000

			 



H-displays (Msc) Berhad (Company No: 726318 K)

65

Annual Report 2008    

Notes To The Financial Statements (cont’d)

29.	 RELATED PARTY DISCLOSURES

	 (a)	 The significant related party transaction during the financial year was as follows:-

										          Company
									         2008		  2007
									         RM		  RM

			   Royalty fee charged to subsidiary companies	 3,171,751	 6,611,683

	 (b)	 The outstanding balances arising from the related party transactions as at the balance sheet date are disclosed 

in Note 12 to the financial statements.

	 (c)	 The remuneration of key management personnel is same with the Directors’ remuneration as disclosed in Note 

24 to the financial statements. The Group and the Company have no other members of key management 

personnel apart from the Directors.

30.	 MATERIAL LITIGATIONS

	 The following are material outstanding legal suits since the last report:-
	

	 	 Plaintiff	 Defendant	 Suit No	 Legal Status

	 1)	 Armour 	 Hitech	 Johor Bahru	 The plaintiff lodged his claim for recovery
			   Security 		  Displays		  Magistrate’s	 for security services rendered together with
			   Systems 		  Sdn. Bhd.		  Summons No. 	 interest at 1% per month from 3 April
			   Sdn. Bhd.				    72-4599-2004(F) 	 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.

				  
								        On 24 January 2007, defendant was 
								        ordered to pay the judgement sum and cost 	

						      to plaintiff. However, no demanded payment 	
						      as at to date.

				  
								        Defendant will have to pay the judgement 
								        sum and costs as soon as such a demand 
								        was made not with outstanding the 
								        other pending case for full trial at the 
								        Session Court defendant is suing plaintiff.

								        The said amount remains unpaid and no 	
						      enforcement of judgement was carried out 	
						      to-date against the defendant.

				  
								        On 2 March 2009, the defendant had
				     				   agreed to pay sum of RM9,000 as full and 
								        final settlement for the amount owing of 	

						      RM19,835 excluding interest to plaintiff.
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30.	 MATERIAL LITIGATIONS (cont’d)
	

	 	 Plaintiff	 Defendant	 Suit No	 Legal Status

	 2)	 Hitech 	 Armour	 Johor Bahru	 The plaintiff lodged his claim amounted to

			  Displays		  Security		  Sessions Court	 RM48,302 against the defendant for his loss

 			   Sdn. Bhd.	  	Systems		  Summons No.	 of imported batteries together with interest 

 					     Sdn. Bhd.	   52-1567- 	 at the rate of 8% per annum from 12 April

 							       2002(3)	 2002 until date of full recoverable. 

 								        The matter has been set down for full trial 	

						      commencing on 3 March 2009 to 6 March 	

						      2009. The defendant has withdrawn a

				     				   counter-claim in the same action against 

								        the plaintiff for the sum of RM18,336 for 	

						      unpaid security charges as disclosed in the 	

						      abovementioned first case.

				  

								        On 2 March 2009, the plaintiff had ceased 

								        to continue the legal action taken against 	

						      plaintiff upon payment made for the

								        abovementioned first case. 

				  

	 3)	 Gao Tao, Cai	 Jurong 	 22	 The plaintiff has lodged claim for the 		

	 Jia Li and		  Smartgood			   compensation of RM33,084 against the 	

	 Chen Li		  Electonic			   defendant.

					     Technology Ltd

								        On 27 February 2008, defendant has agreed 	

						      to pay for total compensation of RM2,538 

								        to plaintiff.

31.	 SIGNIFICANT EVENT DURING THE FINANCIAL YEAR

	 On 3 November 2008, the Board of Directors announced that the shareholders of H-Displays (MSC) Berhad 

(“H-Displays”) passed the resolution of the proposed acquisition of 90% interest in Smart Good Enterprises Ltd 

(“SMART GOOD”) for a total purchase consideration of RM7,750,000 to be fully satisfied by cash. This acquisition 

has been completed on 14 November 2008 in accordance to the Share Sale Agreement dated 3 September 2008 

entered into between H-Displays and Sunny Faith Resources Limited (as the vendor) and Chris Or Shui Bun (as the 

promoter) for the acquisition.
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32.	 SUMMARY EFFECTS OF ACQUISITION OF SUBSIDIARY COMPANIES

	 (a)	 The effects of the acquisition of Smart Good Ltd (“SMART GOOD”) on the financial results of the Group 

were as follows:-

	 										          Group
											           15.11.2008
											           to
											           31.12.2008
											           RM	

		  Revenue				    	 6,580,125
				    Other costs	 	 (8,772,302)
	

		  Loss before taxation				    	 (2,192,176)
				    Taxation		  2,113
	

				    Loss for the financial year	 	 (2,190,065)

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

											           Group
											           2008
											           RM
	

		  Property, plant and equipment			   	 69,284,558
		  Capital work-in-progress 			   	 106,885
		  Prepaid land lease payments				    540,981
		  Receivables				    	 23,761,675
		  Inventories					     9,869,362
		  Marketable securities				    	 285,786
		  Tax recoverable 					     380,525
		  Fixed deposits with licensed bank				    4,016,767
		  Cash and bank balances					     2,786,944
		  Amount due to a directors of a subsidiary company		  	 (4,049,532)
		  Payables				    	 (48,995,454)
		  Borrowings					     (32,750,487)
		  Hire purchase creditors				     	 (492,210)
				    Deferred tax liabilities 		  (2,981,067)
	

				    Increase in Group’s net assets		  21,764,733

33.	 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.
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33.	 SEGMENTAL REPORTING - GROUP (cont’d)

	 (ii)	 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.
	
		  Hong Kong Special	 Mainly export and trading in various kind of liquid crystal displays and
 		  Administrative Region	 investment company.
	
		  People’s Republic of China	 Mainly manufacturing in various kind of liquid crystal displays and its related 

products.

									         Carrying		  Additions to
									         amount of		  property, 
									         segment		  plant and
								        Revenue 	 assets		  equipment
			   2008	        			   RM	 RM  	   	      RM

				    Malaysia			   –	 35,401,297	 180,557
			 

				    Republic of Indonesia			   –	 300,747	 42,773

				    Republic of Singapore			   41,457,983	 17,295,267	 29,245

				    Hong Kong Special

				     Administrative Region 			   1,554,190	 5,459,327	 –
			 

				    People’s Republic of China		  184,268	 105,597,233	 12,576
			 

							       43,196,441	 164,053,871	 265,151

			   2007	        			 
			 
				    Malaysia			   –	 36,054,631	 914,604
			 
				    Republic of Indonesia			   –	 312,793	 24,184
			 
				    Republic of Singapore			   48,997,716	 28,270,265	 34,573
			 
							       48,997,716	 64,637,689	 973,361
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34.	 FINANCIAL INSTRUMENTS

	 (a)	 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 assets and financial liabilities, 

are as follows:-
										          Effective 
										          weighted 	
										          average 	
										          interest rates 
										          during the
					     Less than	 1 to 5		  More than		  financial
				    Group 	 1 year	 years		  5 years	 Total	 year	
				    2008	 RM	 RM		  RM	 RM	 %
					   

		  		  Financial asset
				    Fixed deposits with a         

				    licensed bank	 4,016,767	 –	 –	 4,016,767	 2.45 - 3.50

				    Financial liabilities					   

				    Bankers’ acceptance	 3,700,000	 –	 –	 3,700,000	 3.24 - 3.42

				    Bank overdrafts 	 4,393,193	 –	 –	 4,393,193	 2.50 - 8.50

				    Hire purchase creditors	 512,915	 82,885	 15,330	 611,130	 2.45 - 3.50		

		   			  Bills payables	 12,948,168	 –	 –	 12,948,168	 3.00 - 6.69

			     	 Revolving credits 	 23,846,500	 –	 –	 23,846,500	 5.10 - 9.00

			     	 Term loans 	 724,393	 –	 –	 724,393	 5.50 - 7.75

	

				    2007	
					   

		  		  Financial asset
				    Fixed deposits with          

				    licensed bank	 10,000,000	 –	 –	 10,000,000	 3.05

				    Financial liabilities					   

				     Bankers’ acceptance	 2,150,000	 –	 –	 2,150,000	 2.91 -3.37

				     Bills payable	 6,540,629	 –	 –	 6,540,629	 6.49 - 6.96

			    	 Hire purchase

			     		 creditors	 19,994	 79,976	 34,783	 134,753	 2.45

		

				    Company					   
				    2007					   
					   
		  		  Financial asset
				    Fixed deposits with          

				    licensed bank	 10,000,000	 –	 –	 10,000,000	 3.05
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34.	 FINANCIAL INSTRUMENTS (cont’d)

	 (b)	 Credit risk

		  2008
		  Group and Company

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

		  The Group and Company has no significant concentration of credit risk with any single counterparty.
 
		  2007
		  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 29% of 

trade receivables at the balance sheet date was due from NCR Corporation.

		  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.

	 (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:-

										          2008
									         Carrying		  Fair
									         amount 		  value
				    Group					     RM		  RM
			 

			   Unquoted shares in Hong Kong Special Administrative Region	 285,786	 285,786

							       2008			   2007
						      Carrying 		  Fair	 Carrying 		  Fair
						      amount		  value	 amount		  value
				    Company		  RM		  RM	 RM		  RM
			 
				    Unquoted shares in	
			   subsidiary companies		  22,868,697	   *	 14,015,709	     *

	 *	 It was not practicable to estimate the fair values reliably as the Directors of the Company are of the opinion 
that excessive cost would be incurred. However, at the end of the financial year, the net assets reported by 
the subsidiary companies were as follows:-

 									        2008		  2007
				    Company					     RM		  RM
			 

			   Unquoted shares in subsidiary companies	 8,065,407	 8,312,055
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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 16 April 2009

Size of Holdings	 No. of Shareholders	 Total Holdings	 %

Less than 100 shares	 6	 172	 0.00
100 - 1,000 shares	 527	 124,850	 0.06
1,001 - 10,000 shares 	 218	 1,521,500	 0.73
10,001 - 100,000 shares	 276	 10,738,282	 5.11
100,001 -  below 5% of issued shares	 114	 81,865,196	 38.98
5% and above of issued shares	 2	 115,750,000	 55.12

					     1,143	 210,000,000	 100

DIRECTORS’ SHAREHOLDINGS as at 16 April 2009

							       Direct Interest			  Deemed Interest
No.	 Name		  Shares		  %	 Shares		  %

1.	 Dr Chen Yuk Fu	 3,958,611	 1.89	 98,300,000 (a)	 46.81
2.	 Tan Soon Mong	 200,011	 0.10	 98,300,000 (b)	 46.81
3.	 Tan Khiok Kin	 200,000	 0.10	 98,300,000 (c)	 46.81
4.	 Dato’ Koh Kin Lip	 22,450,000	 10.69	 –	 –
5.	 Dato’ Pahamin Ab. Rajab	 10,000,000	 4.76	 –	 –
6.	 Tan Tien Kok	 50,000	 0.02	 –	 –
7.	 Shamsudin @ Samad Bin Kassim	 40,000	 0.02	 –	 –

(a)	 Deemed interested by virtue of his substantial interest in Hitech Ventures Pte Ltd.
(b)	 Deemed interested by virtue of his direct interest in Hitech Ventures Pte Ltd and Tech Resources Investment Co Pte 

Ltd, which also has direct interest in Hitech Ventures Pte Ltd.
(c)	 Deemed interested by virtue of his direct and indirect interests in Tech Resources Investment Co Pte Ltd, which has 

direct interest in Hitech Ventures Pte Ltd. 

   
SUBSTANTIAL SHAREHOLDERS as at 16 April 2009

							       Direct Interest			  Deemed Interest
No.	 Name		  Shares		  %	 Shares		  %

1.		  Hitech Ventures Pte Ltd	 98,300,000	 46.81	 –	 –
2.		  Dr Chen Yuk Fu	 3,958,611	 1.89	 98,300,000 (a)	 46.81
3.		  Tan Soon Mong	 200,011	 0.10	 98,300,000 (b)	 46.81
4.		  Tan Khiok Kin	 200,000	 0.10	 98,300,000 (c)	 46.81
5.		  Koh Yoon Nee	 –	 –	 98,300,000 (d)	 46.81
6.		  Tech Resources Investment Co Pte Ltd	 –	 –	 98,300,000 (e)	 46.81
7.		  Dato’ Koh Kin Lip	 22,450,000	 10.69	 –	 –

(a)	 Deemed interested by virtue of his substantial interest in Hitech Venture Pte Ltd.
(b)	 Deemed interested by virtue of his direct interest in Hitech Ventures Pte Ltd and Tech Resources Investment Co Pte 

Ltd, which also has direct interest in Hitech Ventures Pte Ltd.
(c)	 Deemed interested by virtue of his direct and indirect interests in Tech Resources Investment Co Pte Ltd, which has 

direct interest in Hitech Ventures Pte Ltd. 
(d)	 Deemed interested by virtue of her direct and indirect interests in Tech Resources Investment Co Pte Ltd, which 

has direct interest in Hitech Ventures Pte Ltd. 
(e)	 Deemed interested by virtue of its substantial interest in Hitech Ventures Pte Ltd. 
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THIRTY (30) LARGEST SHAREHOLDERS as at 16 April 2009

NO.	 NAME 	     NO. OF SHARES HELD	         PERCENTAGE (%)

1	 HITECH VENTURES PTE LTD	 98,300,000	 46.81

2	 DATO’ KOH KIN LIP	 17,450,000	 8.31

3	 DATO’ PAHAMIN AB RAJAB	 10,000,000	 4.76

4	 CIMSEC NOMINEES (TEMPATAN) SDN BHD	 5,000,000	 2.38

	 - CIMB BANK FOR DATO’ KOH KIN LIP 	

5	 CITIGROUP NOMINEES (ASING) SDN BHD	 4,600,027	 2.19

	 - MERRILL LYNCH INTERNATIONAL	

6	 DR CHEN YUK FU	 3,758,600	 1.79

7	 WAN SARA BINTI MOHD SAID	 3,000,000	 1.43

8	 CIMSEC NOMINEES (TEMPATAN) SDN BHD	 2,920,000	 1.39

	 - CIMB FOR MOHAMED NIZAM BIN ABDUL RAZAK 	

9	 ER HOO SOON	 2,500,000	 1.19

10	 ALLIANCEGROUP NOMINEES (TEMPATAN) SDN BHD	 2,089,500	 1.00

	 - PLEDGED SECURITIES ACCOUNT FOR GAN ENG KWONG 	

11	 MUHAMMAD SYAFIQ BALJIT BIN ABDULLAH	 1,800,000	 0.86

12	 ABDUL AZIZ BIN ABDUL KADIR	 1,700,000	 0.81

13	 KENANGA NOMINEES (TEMPATAN) SDN BHD	 1,700,000	 0.81

	 - PLEDGED SECURITIES ACCOUNT FOR AZIK BIN KHALID	

14	 SE ENG SAN @ LI ENG SAN	 1,700,000	 0.81

15	 RASHIDI BIN CHE HARUN	 1,500,000	 0.71

16	 FAZWINNA BINTI MUSTAPHA KAMAL	 1,500,000	 0.71

17	 MD RIZUAN BIN ISHAK	 1,493,000	 0.71

18	 KENANGA NOMINEES (TEMPATAN) SDN BHD	 1,410,100	 0.67

	 - PLEDGED SECURITIES ACCOUNT FOR MUHAMMAD DANISH 

	   BIN ABDULLAH MANOHARAN	

19	 INTER-PACIFIC EQUITY NOMINEES (ASING) SDN BHD	 1,359,500	 0.65

	 - KIM ENG SECURITIES PTE LTD   FOR TOH KEE SUNG	

20	 SAW CHEW YUEN	 1,330,000	 0.63

21	 YEOH SIEW KIM	 1,260,900	 0.60

22	 TA NOMINEES (TEMPATAN) SDN BHD	 1,222,000	 0.58

	 - PLEDGED SECURITIES ACCOUNT FOR KONG MAH REALTY (M) SDN BHD	

23	 HLG NOMINEE (ASING) SDN BHD	 1,130,000	 0.54

	 - EXEMPT AN FOR UOB KAY HIAN PTE LTD 	

24	 CITIGROUP NOMINEES (ASING) SDN BHD	 1,072,100	 0.51

	 - EXEMPT AN FOR OCBC SECURITIES PRIVATE LIMITED 	

25	 LEE HOCK AUN	 988,208	 0.47

26	 RHB CAPITAL NOMINEES (TEMPATAN) SDN BHD	 900,000	 0.43

	 - PLEDGED SECURITIES ACCOUNT FOR  CHUA SIOW LENG 	

27	 HLG NOMINEE (TEMPATAN) SDN BHD	 885,000	 0.42

	 - PLEDGED SECURITIES ACCOUNT FOR LAW KOK HOONG 	

28	 AMBANK (M) BERHAD	 856,200	 0.41

	 - PLEDGED SECURITIES ACCOUNT FOR GAN ENG KWONG 	

29	 QUEK SENG KIM	 854,100	 0.41

30	 KOH SIEW KONG	 850,000	 0.40



(Company No: 726318 K)
(Incorporated in Malaysia)

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.	 ………………………………………………..……………………

		  …………………………………………………………………….	 ………………………........................……

2.	 ……………………………………………………………………..

		  ……………………………………………………………………..	 ………………………........................……

or failing him/her, the Chairman of the Meeting as my/our proxy to vote for me/us on my/our behalf at the Third Annual 

General Meeting of the Company to be held at Pacific Regency Hotel Suites – Meranti 4, Level 22, Menara PanGlobal, 

Jalan Punchak, Off Jalan P. Ramlee, 50250 Kuala Lumpur on Thursday, 18 June 2009 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

(Please indicate with a “√” 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……………………………2009                                   ………………………….

                                                                                                                                   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/she specifies the proportions of his/her 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.

Form of Proxy
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