STATEMENT BY DIRECTORS

T

he directors of BHS INDUSTRIES BERHAD state that, in the opinion of the directors, the accompanying financial
statements are drawn up in accordance with the provisions of the Companies Act 1965 and the Approved Accounting
Standards for Entities Other Than Private Entities in Malaysia so as to give a true and fair view of the financial position
of the Group and of the Company as at 30 June 2012, and of their financial performance and their cash flows for the
year ended on that date.
The supplementary information set out in Note 32, which is not part of the financial statements, is prepared in all
material respects, in accordance with Guidance on Special Matter No.1 “Determination of Realised and Unrealised
Profits or Losses in the Context of Disclosure Pursuant to Bursa Malaysia Securities Berhad Listing Requirements” as
issued by the Malaysian Institute of Accountants and the directive of Bursa Malaysia Securities Berhad.

Signed on behalf of the Board
in accordance with a resolution of the directors,

________________________________
HENG SONG KHOON

________________________________
LIEW SAI YING

Kuala Lumpur
16 October 2012
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STATUTORY DECLARATION

I, KOO THIAM YEN, being the officer primarily responsible for the financial management of BHS INDUSTRIES BERHAD,
do solemnly and sincerely declare that to the best of my knowledge and belief, the accompanying financial statements
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 above named KOO THIAM YEN
at Kuala Lumpur in Wilayah Persekutuan
on 16 October 2012

________________________________
KOO THIAM YEN

Before me,

________________________________
Mohan A. S. Maniam
Commissioner For Oaths
Lisense no: W 521
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REPORT OF ThE INDEPENDENT AUDITORS

TO THE MEMBERS OF BHS INDUSTRIES BERHAD (INCORPORATED IN MALAYSIA)

1.

statements, whether due to fraud or error. In
making those risk assessments, the auditor
considers internal control relevant to the
entity’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 entity’s internal control. An audit also
includes evaluating the appropriateness
of accounting policies used and the
reasonableness of accounting estimates
made by management, as well as evaluating
the overall presentation of the financial
statements.

Report on the financial statements
We have audited the accompanying financial
statements which comprise the statements of
financial position of the Group and of the Company
as at 30 June 2012, and the related statements
of comprehensive income, changes in equity and
cash flows for the year then ended, and a summary
of significant accounting policies and other
explanatory notes.
The financial statements of the Company for the
year ended 30 June 2011 were audited by another
firm of auditors whose report dated 25 October
2011 expressed an unqualified audit opinion.

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

1.1 Directors’ responsibility for the financial
statements

1.3 Opinion

The directors of the Company are responsible
for the preparation and fair presentation of
these financial statements in accordance
with the Companies Act 1965 (“Act”) and the
Approved Accounting Standards for Entities
Other Than Private Entities in Malaysia, and
for such internal control as the directors
determine is necessary to enable the
preparation of financial statements that are
free from material misstatement, whether
due to fraud or error.
1.2 Auditors’ responsibility
Our responsibility is to express an opinion
on these financial statements based on our
audit. We conducted our audit in accordance
with the 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 evidence about the amounts and
disclosures in the financial statements. The
procedures selected depend on the auditor’s
judgment, including the assessment of the
risks of material misstatement of the financial

In our opinion, the financial statements
have been properly drawn up in accordance
with the Act and the Approved Accounting
Standards for Entities Other Than Private
Entities in Malaysia so as to give a true and
fair view of the financial position of the Group
and of the Company as at 30 June 2012, and
of their financial performance and their cash
flows for the year ended on that date.

2.

Report on other legal and regulatory
requirements
In accordance with the requirements of the Act, we
also report on 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 by its subsidiaries
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’ report thereon of the
subsidiary of which we have not acted
as auditors, as indicated in Note 10 to
the financial statements, being financial

ANNUAL REPORT 2012

33

REPORT OF ThE INDEPENDENT AUDITORS

TO THE MEMBERS OF BHS INDUSTRIES BERHAD (INCORPORATED IN MALAYSIA)

statements that have been included in the
Group’s financial statements.
(c) We are satisfied that the financial statements
of the subsidiaries 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 Group’s
financial statements and we have received
satisfactory information and explanations
required by us for those purposes.
(d) The auditors’ reports on the financial
statements of the subsidiaries were not
subject to any qualification material in relation
to the Group’s financial statements and did
not include any comment made under Section
174(3) of the Act.

3.

Other reporting responsibilities
The supplementary information set out in Note 32 is
disclosed to meet the requirement of Bursa Malaysia
Securities Berhad and is not part of the financial
statements. The directors are responsible for the
preparation of the supplementary information
in accordance with Guidance on Special Matter
No. 1 “Determination of Realised and Unrealised
Profits or Losses in the Context of Disclosure
Pursuant to Bursa Malaysia Securities Berhad
Listing Requirements” as issued by the Malaysian
Institute of Accountants (“MIA Guidance”) and
the directive of Bursa Malaysia Securities Berhad.
In our opinion, the supplementary information is
prepared, in all material respects, in accordance
with the MIA Guidance and the directive of Bursa
Malaysia Securities Berhad.
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4.

Other matters
This report is made solely to the members of the
Company, as a body, in accordance with Section
174 of the Act and for no other purpose. We do not
assume responsibility to any other person for the
content of this report.

RUSSELL BEDFORD LC & COMPANY
AF1237
CHARTERED ACCOUNTANTS
Kuala Lumpur
16 October 2012

________________________________
LOH KOK LEONG
1965/06/13 (J)
PARTNER

notes to the financial statements
fOR ThE fiNANciAL yEAR ENdEd 30 jUNE 2012

1. General information
The principal activities of the company are
that of investment holding and the provision of
management services. The principal activities of
the subsidiaries are disclosed in Note 10.
There have been no significant changes in the
nature of these activities during the financial year.
The company is a public limited liability company,
incorporated and domiciled in Malaysia, and
is listed on the Main Market of Bursa Malaysia
Securities Berhad.
The company’s registered office is located at 802,
8th floor, Block c, Kelana Square, 17 jalan SS7/26,
47301 Petaling jaya, Selangor darul Ehsan.
The principal place of business of the company is
located at Lot 17-22 to 17-25, jalan cj1/1, Bersatu
industrial Park, cheras jaya, 43200 cheras, Selangor
darul Ehsan.
The financial statements of the Group and the
company were approved and authorised for issue
by the board of directors on 16 October 2012.

2. Basis of preparation of the financial
statements
The financial statements of the Group and the
company have been prepared and presented in
accordance with the provisions of the companies
Act 1965 and the Approved Accounting Standards
for Entities Other Than Private Entities issued by the
Malaysian Accounting Standards Board (“MASB”).
in the preparation of the financial statements,
the directors are required to make estimates and
assumptions that affect the reported amounts of
assets and liabilities and disclosure of contingent
assets and liabilities at the date of financial
statements and the reported amounts of revenues
and expenses during the financial year. Actual
results could differ from those estimates.
Estimates and judgments are continually
evaluated by the directors and are based on
historical experience and other factors, including
expectations of future events that are believed to
be reasonable under the circumstances.
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in the process of applying the Group’s accounting
policies, which are described below, management
is of the opinion that there are no instances of
application of judgment which are expected to
have a significant effect on the amounts recognised
in the financial statements.
Management believes that there are no key
assumptions made concerning the futures, and
other key sources of estimation uncertainty at the
reporting date, that have a significant risk of causing
a material adjustment to the carrying amounts of
assets and liabilities within the next financial year
other than as follows:
(i) impairment of non financial assets
The Group assesses impairment of property,
plant and equipment, investments in
subsidiaries and investment properties when
events or changes in circumstances indicate
that the carrying amounts of these assets
may not be recoverable. in assessing such
impairment, the recoverable amount of the
assets is estimated using the latest available
fair value (after taking into account the costs
to sell) or the value in use of the relevant
assets.
The Group had adopted the new and revised
financial Reporting Standards (“fRSs”) and ic
interpretations that become mandatory for the
current financial year. The adoption of these new
and revised fRSs and ic interpretations does not
result in significant changes in accounting policies
of the Group and the company.
The Group has not adopted the new standards,
amendments to published standards and
interpretations that have been issued but not yet
effective. These new standards, amendments to
published standards and interpretations do not
result in significant changes in accounting policies
of the company upon their initial application other
than the following:
i. malaysian financial Reporting standards
(“mfRs”) framework
MASB has issued a new MASB approved
accounting framework, the Malaysian
financial Reporting Standards in conjunction

notes to the financial statements
fOR ThE fiNANciAL yEAR ENdEd 30 jUNE 2012

2. Basis of preparation of the financial
statements (continued)
i. malaysian financial Reporting standards
(“mfRs”) framework (continued)
with its plan to converge with the international
financial Reporting Standards (“ifRS”) in
2012. The MfRS framework is to be applied
by all Entities Other Than Private Entities for
annual periods beginning on or after 1 january
2012 with the exception of entities that are
within the scope of MfRS 141 Agriculture
and ic interpretation 15 Agreements for
construction of Real Estate.
MfRS 1 first-time Adoption of Malaysian
financial Reporting Standards will apply when
an entity first complies with each of the MfRS
effective for annual periods beginning on or
after 1 january 2012 for its first MfRS financial
statements. in general, MfRS 1 requires
comparative information to be restated as if
the requirements of MfRSs effective for annual
periods beginning on or after 1 january 2012
have always been applied, except when the
standard prohibits retrospective application
in some aspects or allows the first time
adopter to use one or more of the exemptions
or exceptions contained therein. The MfRS
1 requires an entity to provide extensive
disclosures to explain how the transition from
previous GAAP to MfRSs affected the reported
financial position, financial performance and
cash flows of the entity. in conjunction with
the convergence, the financial statements
will be having dual compliance framework.
Entities would be required to make, in the
notes, an explicit and unreserved statement
of compliance with both MfRS and ifRS.
The company is in the process of carrying out
its assessment on the financial effects of the
differences between the existing fRSs and
the new MfRS framework. Accordingly, the
financial statements for the year ended 30 june
2012 could be different if prepared under the
MfRS framework. The company is expected
to fully comply with the requirements of the
MfRS framework for the financial year ending
30 june 2013.

3. significant accounting policies
Basis of accounting
The financial statements of the Group and the
company have been prepared under the historical
cost convention and any other bases described in
the significant accounting policies as summarised
below.

Basis of consolidation
The consolidated financial statements comprise
the financial statements of the company and
its subsidiaries as at the reporting date. The
financial statements of the subsidiaries used in
the preparation of the consolidated financial
statements are prepared for the same reporting
date as the company. consistent accounting
policies are applied to like transactions and events
in similar circumstances.
All intra-group balances, income and expenses and
unrealised gains and losses resulting from intragroup transactions are eliminated in full.
The formation of the Group during restructuring
exercise on 8 August 2007 has been accounted for
as a business combination under common control
in which all of the combining entities are ultimately
controlled by the same party or parties, both
before and after the business combination, and
that control is not transitory.
When the merger method of accounting is used,
the cost of investment in the company’s book is
recorded at the nominal value of shares issued and
the difference between the cost of the investment
and the nominal value of shares acquired is treated
as a merger reserve or merger deficit. Merger
deficit is adjusted against suitable reserves of
the subsidiaries acquired to the extent that the
laws and statues do not prohibit the use of such
reserves. The results and financial positions of the
companies being merged are included as if the
merger had been effected throughout the current
and previous financial years.
The consolidated financial statements incorporate
the financial statements of the combining entities
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3. significant accounting policies (continued)
Basis of consolidation (continued)
in which the common control combination occurs
as if they had been combined from the date when
combining entities first came under the control
of the controlling parties until the date that such
control ceases.
Acquisitions of subsidiaries are accounted for by
applying the acquisition method. identifiable assets
acquired and liabilities assumed in a business
combination are measured initially at their fair
values at the acquisition date. Acquisition related
costs are recognised as expenses in the periods in
which the costs are incurred and the services are
received.
in business combinations achieved in stages,
previously held equity interests in the acquiree are
remeasured to fair value at the acquisition date
and any corresponding gain or loss is recognised in
profit or loss.
Non-controlling interests that are present
ownership interests and entitle their holders to a
proportionate share of the entity’s net assets in the
event of liquidation are initially measured either
at fair value or at the non-controlling interests’
proportionate share of the recognised amounts of
the acquiree’s identifiable net assets. The choice
of measurement basis is made on a transactionby-transaction basis. All other components of
non-controlling interests shall be measured at
their acquisition-date fair values, unless another
measurement basis is required by fRSs.
Any excess of the sum of their fair value of
the consideration transferred in the business
combination, the amount of non-controlling
interest in the acquiree (if any), and the fair value
of the Group’s previously held equity interest in
the acquiree (if any), over the net fair value of the
acquiree’s net identifiable assets and liabilities is
recorded as goodwill in the statement of financial
position. in instances where the latter amount
exceeds the former, the excess is recognised as a
gain on bargain purchase in profit or loss on the
acquisition date.
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Subsidiaries are consolidated from the date of
acquisition, being the date on which the Group
obtains control, and continue to be consolidated
until the date that such control ceases.
Non-controlling interest represents the equity in
subsidiaries not attributable, directly or indirectly,
to owners of the company, and is presented
separately in the consolidated statement of
comprehensive income and within equity in the
consolidated statement of financial position,
separately from equity attributable to owners of
the company.
changes in the company owners’ ownership
interest in a subsidiary that do not result in a loss
of control are accounted for as equity transactions.
in such circumstances, the carrying amounts of
the controlling and non-controlling interests are
adjusted to reflect the changes in their relative
interests in the subsidiary. Any difference between
the amount by which the non-controlling interest
is adjusted and the fair value of the consideration
paid or received is recognised directly in equity and
attributable to owners of the parent.

Revenue and income recognition
Revenue from sale of goods is recognised upon
the transfer of significant risk and rewards of
ownership of the goods to the customers. Revenue
is not recognised to the extent where there are
significant uncertainties regarding recovery of
consideration due, associated costs or the possible
return of goods.
Revenue from management services rendered is
recognised in the profit or loss when the services
are rendered.
Rental income is recognised as it accrues unless
collectibility is in doubt.
dividend income is recognised when the shareholder’s
right to receive payment is established.
interest income is recognised as it accrues
(using the effective interest rate method) unless
collectibility is in doubt.
Royalty income is recognised on an accrual basis in
accordance with the terms of agreements.

notes to the financial statements
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3. significant accounting policies (continued)
foreign currencies

The principal exchange rates for every unit of
foreign currency ruling at reporting date used
are as follows:

(i) functional and presentation currency
The individual financial statements of each
entity in the Group are measured using
the currency of the primary economic
environment in which the entity operates
(“functional currency”). The consolidated
financial statements are presented in Ringgit
Malaysia (“RM”), which is also the company’s
functional currency.
(ii) foreign currency transactions
Transactions in foreign currencies are
measured in the respective functional
currencies of the company and its subsidiaries
and are recorded on initial recognition
in the functional currencies at exchange
rates approximating those ruling at the
transaction dates. Monetary assets and
liabilities denominated in foreign currencies
are translated at the rate of exchange ruling
at the reporting date. Non monetary items
denominated in foreign currencies that are
measured at historical cost are translated
using the exchange rates as at the dates of
the initial transactions. Non monetary items
denominated in foreign currencies measured
at fair value are translated using the exchange
rates at the date when the fair value was
determined.
Exchange differences arising on the settlement
of monetary items or on translating monetary
items at the reporting date are recognised
in profit or loss. Exchange differences arising
on the translation of non-monetary items
carried at fair value are included in profit or
loss for the period except for the differences
arising on the translation of non-monetary
items in respect of which gains and losses are
recognised directly in other comprehensive
income. Exchange differences arising from
such non-monetary items are also recognised
directly in other comprehensive income.

Euro
Singapore dollar
United States dollar

2012
Rm
3.99
2.51
3.19

2011
Rm
4.38
2.46
3.02

(iii) foreign operations
The assets and liabilities of foreign operations
are translated into Ringgit Malaysia at the
rate of exchange ruling at the reporting date
and income and expenses are translated
at exchange rates at the dates of the
transactions. The exchange differences arising
on the translation are taken directly to other
comprehensive income. On disposal of a
foreign operation, the cumulative amount
recognised in other comprehensive income
and accumulated in equity under foreign
currency translation reserve relating to that
particular foreign operation is recognised in
the profit or loss.

employee benefits
(i) Short term benefits
Wages, salaries, bonuses and social security
contributions are recognised in profit or loss
in the period in which the associated services
are rendered by employees of the Group.
Short term accumulating compensated
absences such as paid annual leave are
recognised when services are rendered by
employees that increase their entitlement
to future compensated absences. Short term
non accumulating compensated absences
such as sick leave are recognised when the
absences occur.
(ii) defined contribution plans
Obligations for contributions to defined
contribution plans such as Employees Provident
fund are recognised in the profit or loss as
incurred.
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3. significant accounting policies (continued)
income tax
income tax on the profit or loss for the year
comprises current and deferred tax. current tax
is the expected amount of income taxes payable
in respect of the taxable profit for the year and
is measured using the tax rates that have been
enacted at the reporting date.
deferred tax is provided for, using the “liability”
method, on temporary differences at the reporting
date between the tax bases of assets and liabilities
and their carrying amounts in the financial
statements. in principle, deferred tax liabilities are
recognised for all taxable temporary differences and
deferred tax assets are recognised for all deductible
temporary differences, unused tax losses and
unused tax credits to the extent that it is probable
that taxable profit will be available against which
the deductible temporary differences, unused tax
losses and unused tax credits can be utilised.

An impairment loss in respect of goodwill is not
reversed. in respect of other assets, an impairment
loss is reversed if there has been a change in the
estimates used to determine the recoverable
amount. An impairment loss is reversed only to the
extent that the asset’s carrying amount does not
exceed the carrying amount that would have been
determined, net of depreciation or amortisation,
if no impairment loss had been recognised. The
reversal is recognised in the profit or loss.

deferred tax is measured at the tax rates that are
expected to apply in the period when the asset is
realised or the liability settled, based on tax rates
that have been enacted or substantively enacted
at the reporting date. deferred tax is recognised
in the profit or loss, except to the extent that it
relates to items recognised directly in equity or
other comprehensive income, in which case it
is recognised in equity or other comprehensive
income.

Plant and equipment are stated at cost less
accumulated depreciation and impairment losses,
if any.

impairment of assets
The carrying amount of assets (other than financial
assets) subject to accounting for impairment is
reviewed at each reporting date to determine
whether there is any indication of impairment. if
any such indication exists, the asset’s recoverable
amount is estimated. An impairment loss is
recognised whenever the carrying amount of an
asset or the cash generating unit to which it belongs
exceeds its recoverable amount. impairment losses
are recognised in the profit or loss in the year in
which it arises.
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The recoverable amount is the greater of the
asset’s net selling price and its value in use. in
assessing value in use, 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. for an asset that does
not generate largely independent cash inflows, the
recoverable amount is determined for the cash
generating unit to which the asset belongs.
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Plant and equipment and depreciation

Subsequent costs are included in the asset’s
carrying amount or recognised as a separate asset,
as appropriate, only when it is probable that future
economic benefits associated with the item will
flow to the Group and the cost of the item can
be measured reliably. The carrying amount of the
replaced part is derecognised. All other repairs
and maintenance are charged to the profit or loss
during the financial year in which they are incurred.
certain plant and machinery of the Group were
revalued by the directors in 1989. As permitted
by fRS 116 Property, Plant and Equipment, these
assets are stated at their previous revalued
amount (subject to continuity in depreciation
policy and the requirement to write an asset down
to its recoverable amount) on the basis that the
revaluation carried out then, was a one off isolated
event and not intended to be an adoption of a
revaluation policy in place of historical costs.

notes to the financial statements
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3. significant accounting policies (continued)

cost of the assets on a straight line basis over their
initial unexpired leasehold period of 28 years.

Plant and equipment and depreciation

(continued)

Gain or loss arising from the disposal of an asset
is determined as the difference between the net
disposal proceeds and the carrying amount of the
asset and is recognised in the profit or loss.
depreciation on plant and equipment is calculated
to write off the cost of the assets to its residual
values on a straight line basis at the following
annual rates based on their estimated useful lives:
factory equipment, plant
and machinery
5% – 20%
Renovation
10%
Office equipment, furniture and fittings
10%
computers
25%
Motor vehicles
20%
The residual values, useful life and depreciation
method are reviewed at each reporting date 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
plant and equipment.

investment properties
investment properties are properties which are
held either to earn rental income or for capital
appreciation or for both. Such properties are
stated at cost, including transaction costs less
accumulated depreciation and impairment losses,
if any.

investment properties are derecognised when
either they have been disposed of or when the
investment property is permanently withdrawn
from use and no future economic benefit is
expected from its disposal. Any gains or losses
on the retirement or disposal of an investment
property are recognised in profit or loss in the year
in which they arise.

investment in subsidiaries
Subsidiaries are those companies controlled by
the company. control exists when the company
has the power, directly or indirectly, to govern the
financial and operating policies of a company so as
to derive benefits from its activities.
The company’s investment in subsidiaries is stated
at cost less impairment losses, if any.

inventories
inventories comprising raw materials, trading
merchandise and finished goods are stated at
the lower of cost and net realisable value. cost
of inventories is determined on a first in first out
basis. Net realisable value represents the estimated
selling prices less all estimated costs to completion
and costs to be incurred in selling and distribution.
cost of raw materials and trading merchandise
comprises the cost of purchase plus the cost of
bringing the inventories to their present location
and condition. cost of finished goods comprises
the cost of raw materials used, direct labour and
appropriate production overheads.

Subsequent costs are included in the asset’s
carrying amount or recognised as a separate asset,
as appropriate, only when it is probable that future
economic benefits associated with the item will
flow to the Group and the cost of the item can
be measured reliably. The carrying amount of the
replaced part is derecognised. All other repairs
and maintenance are charged to the profit or loss
during the financial year in which they are incurred.

Provisions are recognised when the Group has a
present obligation (legal or constructive) as a result
of a past event, it is probable that an outflow of
economic resources will be required to settle the
obligation and the amount of the obligation can be
estimated reliably.

freehold land is not depreciated. depreciation on
commercial properties is calculated to write off the

Provisions are reviewed at each reporting date and
adjusted to reflect the current best estimate. if it

Provisions
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3. significant accounting policies (continued)
Provisions (continued)
is no longer probable that an outflow of economic
resources will be required to settle the obligation,
the provision is reversed. if the effect of the
time value of money is material, provisions are
discounted using a current pre tax rate that reflects,
where appropriate, the risk specific to the liability.
When discounting is used, the increase in the
provision due to the passage of time is recognised
as a finance cost.

leases
(i) As lessee
Assets acquired under leases or hire purchase
which transfers substantially all the risks and
rewards incidental to ownership of the assets
are capitalised under property, plant and
equipment. The assets and the corresponding
lease obligations are recorded at their fair
values or, if lower, at the present value of the
minimum lease payments of the leased assets
at the inception of the respective leases.
finance costs, which represent the difference
between the total lease commitments and the
fair values of the assets acquired, are charged
to the statement of comprehensive income
over the terms of the relevant lease periods
so as to give a constant periodic rate of charge
on the remaining balance of the obligations
for each accounting period.
All other leases which do not meet such
criteria are classified as operating leases.
Lease payments under operating leases are
recognised as an expense in the statement of
comprehensive income on a straight line basis
over the terms of the relevant lease.
(ii) As lessor
Leases where the Group retains substantially
all the risks and rewards of ownership of
the asset are classified as operating leases.
initial direct costs incurred in negotiating an
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operating leases are added to the carrying
amount of the leased asset and recognised on
a straight line basis over the lease term on the
same bases as rental income.

segment information
An operating segment is a component of the Group
that engages in business activities from which it
may earn revenues and incur expenses, including
revenues and expenses that relate to transactions
with any of the Group’s other components. An
operating segment’s operating results are reviewed
regularly by the chief operating decision maker to
make decisions about resources to be allocated to
the segment and assess its performance, and for
which discrete financial information is available.

financial instruments
financial instruments are recognised in the
statement of financial position when the Group has
become a party to the contractual provisions of the
instrument.
A financial instrument is recognised initially at its
fair value plus, in the case of a financial instrument
not at fair value through profit or loss, transaction
costs that are directly attributable to the acquisition
or issue of the financial instrument.
financial instruments are classified as liabilities
or equity in accordance with the substance of the
contractual arrangement. interest, dividends and
gains and losses relating to a financial instrument
classified as a liability, are reported as expense or
income.
distributions to holders of financial instruments
classified as equity are charged directly to equity.
financial instruments are offset when the Group
has legal enforceable right to offset and intends to
settle either on a net basis or realise the asset and
settle the liability simultaneously.
financial assets are classified as either at fair value
through profit or loss, loans and receivables, held
to maturity investments, or available-for-sale as
appropriate. financial liabilities are classified as

notes to the financial statements
fOR ThE fiNANciAL yEAR ENdEd 30 jUNE 2012

3. significant accounting policies (continued)
financial instruments (continued)
either at fair value through profit or loss (derivative
financial liabilities) or at amortised cost (borrowings
and trade and other payables), as appropriate.
(i) Loans and receivables
financial assets with fixed or determinable
payments that are not quoted in an active
market are classified as loans and receivables.
Subsequent to initial recognition, loans and
receivables are measured at amortised cost
using the effective interest method. Gains and
losses are recognised in profit or loss when
the loans and receivables are derecognised
or impaired, and through the amortisation
process.
Loans and receivables are classified as current
assets, except for those having maturity dates
later than 12 months after the reporting date
which are classified as non-current.
(ii) financial assets at fair value through profit or
loss
financial assets are classified as financial
assets at fair value through profit or loss if
they are held for trading or are designated as
such upon initial recognition. financial assets
held for trading are derivatives (including
separated embedded derivatives) or financial
assets acquired principally for the purpose of
selling in the near term.
Subsequent to initial recognition, financial
assets at fair value through profit or loss
are measured at fair value. Any gains or
losses arising from changes in fair value
are recognised in profit or loss. Net gains or
net losses on financial assets at fair value
through profit or loss do not include exchange
differences, interest and dividend income.
Exchange differences, interest and dividend
income on financial assets at fair value through
profit or loss are recognised separately in

profit or loss as part of other losses or other
income.
financial assets at fair value through profit
or loss could be presented as current or noncurrent. financial assets that is held primarily
for trading purposes are presented as current
whereas financial assets that is not held
primarily for trading purposes are presented
as current or non-current based on the
settlement date.
(iii) Available-for-sale financial assets
Available-for-sale are financial assets that are
designated as available-for-sale or are not
classified as loans and receivables, held-tomaturity investments or financial assets at fair
value through profit or loss.
After initial recognition, available-for-sale
financial assets are measured at fair value.
Any gains or losses in fair value of the financial
assets are recognised in other comprehensive
income, except that impairment losses,
foreign exchange gains and losses on monetary
instruments and interest calculated using the
effective interest method are recognised in
profit or loss. The accumulated gain or loss
previously recognised in other comprehensive
income is reclassified from equity to profit
or loss as a reclassification adjustment when
the financial asset is derecognised. dividends
on available-for-sale equity instruments are
recognised in profit or loss when the Group’s
right to receive payment is established.
investment in equity instruments whose
fair value cannot be reliably measured are
measured at cost less impairment loss.
Available-for-sale financial assets are
classified as non-current assets unless they
are expected to be realised within 12 months
after the reporting date.
(iv) Payables
Payables are recognised initially at fair value
plus directly attributable transaction costs and
subsequently measured at amortised cost
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3.

significant accounting policies (continued)
financial instruments (continued)
(iv) Payables (continued)
using the effective interest method. Payables
are classified as current liabilities unless the
company has an unconditional right to defer
settlement of the liability for at least 12
months after the reporting date.
(v) interest bearing borrowings
Borrowings are recognised initially at fair
value, net of transaction costs incurred,
and subsequently measured at amortised
cost using the effective interest method.
Borrowings are classified as current liabilities
unless the Group has an unconditional right to
defer settlement of the liability for at least 12
months after the reporting date.
(vi) Equity instruments
Equity instruments issued by the company
are recorded at the fair value of the proceeds
received net of direct issue costs. Ordinary
shares are classified as equity. dividends on
ordinary shares are recognised in equity in the
period in which they are approved.
(vii) Treasury shares
When shares of the company, that have not
been cancelled, recognised as equity are
reacquired, the amount of consideration paid
is recognised directly in equity. Reacquired
shares are classified as treasury shares and
presented as a deduction from total equity.
No gain or loss is recognised in profit or loss
on the purchase, sale, issue or cancellation
of treasury shares. When treasury shares are
reissued by resale, the difference between the
sales consideration and the carrying amount is
recognised in equity.
A financial asset or part of it is derecognised
when, and only when the contractual rights to
the cash flows from the financial asset expire or
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the financial asset is transferred to another party
without retaining control or substantially all risks
and rewards of the asset. On derecognition of a
financial asset, the difference between the carrying
amount and the sum of the consideration received
(including any new asset obtained less any new
liability assumed) and any cumulative gain or loss
that had been recognised in equity is recognised in
profit or loss.
A financial liability or a part of it is derecognised
when, and only when, the obligation specified in the
contract is discharged or cancelled or expires. On
derecognition of a financial liability, the difference
between the carrying amount of the financial
liability extinguished or transferred to another
party and the consideration paid, including any
non-cash assets transferred or liabilities assumed,
is recognised in profit or loss.
financial assets, other than fair value through profit
or loss, are assessed for indicators of impairment at
the end of each reporting date.
(i)

Trade and other receivables and other
financial assets carried at amortised cost
To determine whether there is objective
evidence that an impairment loss on financial
assets has been incurred, the company
considers factors such as the probability of
insolvency or significant financial difficulties
of the debtor and default or significant delay
in payments. for certain categories of financial
assets, such as trade receivables, assets that
are assessed not to be impaired individually
are subsequently assessed for impairment on
a collective basis on similar risk characteristics.
Objective evidence of impairment for a
portfolio of receivables could include the
company’s past experience of collecting
payments, an increase in the number of
delayed payments in the portfolio past the
average credit period and observable changes
in national or local economic conditions that
correlate with default on receivables.
if any such evidence exists, the amount of
impairment loss is measured as the difference

