Notes to the Financial Statements

For the Financial Year Ended 31 December 2011 (Continued)

3.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
3.4

Basis of consolidation
The consolidated financial statements comprise the financial statements of the Company and its
subsidiary companies as at the reporting date. The financial statements of the subsidiary
companies 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
intra-group transactions are eliminated in full.
Acquisitions of subsidiary companies 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
re-measured to fair value at the acquisition date and any corresponding gain or loss is recognised
in profit or loss.
The Group elects for each individual business combination, whether non-controlling interest in
the acquiree (if any) is recognised on the acquisition date at fair value, or at the non-controlling
interest’s proportionate share of the acquiree net identifiable assets.
Any excess of the sum of the fair value of the consideration transferred in the business
combination, the amount of non-controlling interests 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 identifiable assets and liabilities is recorded as goodwill in the statement of
financial position. The accounting policy for goodwill is set out in Note 3.9. 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.
Subsidiary companies 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.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
3.5

Transactions with non-controlling interests
Non-controlling interests represent the equity in subsidiary companies 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 company 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 company. Any difference between the amount by which
the non-controlling interests is adjusted and the fair value of the consideration paid or received is
recognised directly in equity and attributed to owners of the parent.

3.6

Foreign currencies
a)

Transactions and balances
Foreign currency transactions are translated into the functional currency using the exchange
rates prevailing at the dates of the transactions. Foreign exchange gains and losses resulting
from the settlement of such transactions and from the translation at year-end exchange rates
of monetary assets and liabilities denominated in foreign currencies are recognised in the
income statement.

b)

Group companies
The results and financial position of all the group entities (none of which has the currency of
a hyperinflationary economy) that have a functional currency different from the presentation
currency are translated into the presentation currency as follows:
assets and liabilities for each balance sheet presented are translated at the closing rate
at the date of that balance sheet;

income and expenses for each income statement are translated at average exchange
rates (unless this average is not a reasonable approximation of the cumulative effect of
the rates prevailing on the transaction dates, in which case income and expenses are
translated at the rate on the dates of the transactions); and
all resulting exchange differences are recognised as a separate component of equity.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
3.6

Foreign currencies (Continued)
b)

Group companies (Continued)
On consolidation, exchange differences arising from the translation of the net investment in
foreign operations are taken to shareholders’ equity. When a foreign operation is partially
disposed of or sold, exchange differences that were recorded in equity are recognised in the
income statement as part of the gain or loss on sale.
Goodwill and fair value adjustments arising on the acquisition of a foreign entity are treated
as assets and liabilities of the foreign entity and translated at the closing rate.

3.7

Property, plant and equipment
Property, plant and equipment are stated at cost or valuation less accumulated depreciation and
accumulated impairment losses.
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 income
statement during the financial year in which they are incurred.
Freehold land is not depreciated as it has an infinite life.
Any revaluation surplus is recognised in other comprehensive income and accumulated in equity
under the revaluation reserve, except to the extent that it reverses a revaluation decrease of the
same asset previously recognised in profit or loss, in which case the increase is recognised in
profit or loss. A revaluation deficit is recognised in profit or loss, except to the extent that it
offsets an existing surplus on the same asset carried in the revaluation reserve.
All other property, plant and equipment are depreciated on the straight line basis to write off the
cost of the assets, or the revalued amount, to their residual values over their estimated useful
lives. The principal annual rates used for this purpose are as follows:
Leasehold land
Buildings
Plant and machinery
Motor vehicles, equipment and furniture

43 - 57 years
50 years
4 - 13 years
3 - 5 years
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
3.7

Property, plant and equipment (Continued)
Residual values and useful lives of assets are reviewed, and adjusted if appropriate, at each
balance sheet date.
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 on derecognition of the
asset is included in the profit or loss in the financial year the asset is derecognised.

3.8

Investment properties
Investment properties are properties which are owned or held to earn rental income or for capital
appreciation or for both. These include land held for a currently undetermined future use.
Properties that are occupied by the companies in the Group are accounted for as owner-occupied
rather than as investment properties. Investment properties are stated at cost less accumulated
depreciation and accumulated impairment losses, consistent with the accounting policy for
property, plant and equipment as stated in Note 3.7.
Investment properties are derecognised when either they have been disposed off 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 the profit or loss in the financial year of disposal or retirement.

3.9

Goodwill
For the purpose of impairment testing, goodwill acquired is allocated, from the acquisition date,
to each of the Group’s cash-generating units that are expected to benefit from the synergies of the
combination.
The cash-generating unit to which goodwill has been allocated is tested for impairment annually
and whenever there is an indication that the cash-generating unit may be impaired, by comparing
the carrying amount of the cash-generating unit, including the allocated goodwill, with the
recoverable amount of the cash-generating unit. Where the recoverable amount of the cashgenerating unit is less than the carrying amount, an impairment loss is recognised in the profit or
loss. Impairment losses recognised for goodwill are not reversed in subsequent periods.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
3.10 Subsidiaries
A subsidiary is an entity over which the Group has the power to govern the financial and
operating policies so as to obtain benefits from its activities.
In the Company’s separate financial statements, investments in subsidiaries are accounted for at
cost less accumulated impairment losses.
3.11 Impairment of non-financial assets
The Group assesses at each reporting date whether there is an indication that an asset may be
impaired. If any such indication exists, or when an annual impairment assessment for an asset is
required, the Group makes an estimate of the asset’s recoverable amount.
An asset’s recoverable amount is the higher of an asset’s fair value less costs to sell and its value
in use. For the purpose of assessing impairment, assets are grouped at the lowest levels for which
there are separately identifiable cash flows (cash-generating units (“CGU”)).
In assessing value in use, the estimated future cash flows expected to be generated by the asset
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. Where the carrying
amount of an asset exceeds its recoverable amount, the asset is written down to its recoverable
amount. Impairment losses recognised in respect of a CGU or groups of CGUs are allocated first
to reduce the carrying amount of any goodwill allocated to those units or groups of units and
then, to reduce the carrying amount of the other assets in the unit or groups of units on a pro-rata
basis.
Impairment losses are recognised in profit or loss except for assets that are previously revalued
where the revaluation was taken to other comprehensive income. In this case, the impairment is
also recognised in other comprehensive income up to the amount of any previous revaluation.
An assessment is made at each reporting date as to whether there is any indication that
previously recognised impairment losses may no longer exist or may have decreased. A
previously recognised impairment loss is reversed only if there has been a change in the estimates
used to determine the asset’s recoverable amount since the last impairment loss was recognised.
If that is the case, the carrying amount of the asset is increased to its recoverable amount. That
increase cannot exceed the carrying amount that would have been determined, net of
depreciation, had no impairment loss been recognised previously. Such reversal is recognised in
profit or loss unless the asset is measured at revalued amount, in which case the reversal is
treated as a revaluation increase. Impairment loss on goodwill is not reversed in a subsequent
period.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
3.12 Financial assets
Financial assets are recognised in the statements of financial position when, and only when, the
Group and the Company become a party to the contractual provisions of the financial instrument.
When financial assets are recognised initially, they are measured at fair value, plus, in the case of
financial assets not at fair value through profit or loss, directly attributable transaction costs.
The Group and the Company determine the classification of their financial assets at initial
recognition, and the categories include financial assets at fair value through profit or loss, loans
and receivables, held-to-maturity investments and available-for-sale financial assets.
a)

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 are held primarily for trading purposes are presented as current
whereas financial assets that are not held primarily for trading purposes are presented as
current or non-current based on the settlement date.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
3.12 Financial assets (Continued)
b)

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.

c)

Held-to-maturity investments
Financial assets with fixed or determinable payments and fixed maturity are classified as
held-to-maturity when the Group has the positive intention and ability to hold the
investment to maturity.
Subsequent to initial recognition, held-to-maturity investments are measured at amortised
cost using the effective interest method. Gains and losses are recognised in profit or loss
when the held-to-maturity investments are derecognised or impaired, and through the
amortisation process.
Held-to-maturity investments are classified as non-current assets, except for those having
maturity within 12 months after the reporting date which are classified as current.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
3.12 Financial assets (Continued)
d)

Available-for-sale financial assets
Available-for-sale financial assets are financial assets that are designated as available for
sale or are not classified in any of the three preceding categories.
After initial recognition, available-for-sale financial assets are measured at fair value. Any
gains or losses from changes 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 cumulative 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. Interest income calculated using the
effective interest method is recognised in profit or loss. Dividends on an available-for-sale
equity instrument are recognised in profit or loss when the Group’s and the Company’s right
to receive payment is established.
Investments 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.

A financial asset is derecognised when the contractual right to receive cash flows from the asset
has expired. On derecognition of a financial asset in its entirety, the difference between the
carrying amount and the sum of the consideration received and any cumulative gain or loss that
had been recognised in other comprehensive income is recognised in profit or loss.
Regular way purchases or sales are purchases or sales of financial assets that require delivery of
assets within the period generally established by regulation or convention in the market place
concerned. All regular way purchases and sales of financial assets are recognised or derecognised
on the trade date i.e., the date that the Group and the Company commit to purchase or sell the
asset.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
3.13 Impairment of financial assets
The Group and the Company assess at each reporting date whether there is any objective
evidence that a financial asset is impaired.
a)

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 Group and the Company consider 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 based on similar risk characteristics. Objective evidence of impairment for a
portfolio of receivables could include the Group’s and 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
between the asset’s carrying amount and the present value of estimated future cash flows
discounted at the financial asset’s original effective interest rate. The impairment loss is
recognised in profit or loss.
The carrying amount of the financial asset is reduced by the impairment loss directly for all
financial assets with the exception of trade receivables, where the carrying amount is
reduced through the use of an allowance account.
When a trade receivable becomes uncollectible, it is written off against the allowance
account.
If in a subsequent period, the amount of the impairment loss decreases and the decrease can
be related objectively to an event occurring after the impairment was recognised, the
previously recognised impairment loss is reversed to the extent that the carrying amount of
the asset does not exceed its amortised cost at the reversal date. The amount of reversal is
recognised in profit or loss.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
3.13 Impairment of financial assets (Continued)
b)

Unquoted equity securities carried at cost
If there is objective evidence (such as significant adverse changes in the business
environment where the issuer operates, probability of insolvency or significant financial
difficulties of the issuer) that an impairment loss on financial assets carried at cost has been
incurred, the amount of the loss is measured as the difference between the asset’s carrying
amount and the present value of estimated future cash flows discounted at the current
market rate of return for a similar financial asset. Such impairment losses are not reversed
in subsequent periods.

c)

Available-for-sale financial assets
Significant or prolonged decline in fair value below cost, significant financial difficulties of
the issuer or obligor, and the disappearance of an active trading market are considerations to
determine whether there is objective evidence that investment securities classified as
available-for-sale financial assets are impaired.
If an available-for-sale financial asset is impaired, an amount comprising the difference
between its cost (net of any principal payment and amortisation) and its current fair value,
less any impairment loss previously recognised in profit or loss, is transferred from equity to
profit or loss.
Impairment losses on available-for-sale equity investments are not reversed in profit or loss
in the subsequent periods. Increase in fair value, if any, subsequent to impairment loss is
recognised in other comprehensive income. For available-for-sale debt investments,
impairment losses are subsequently reversed in profit or loss if an increase in the fair value
of the investment can be objectively related to an event occurring after the recognition of the
impairment loss in profit or loss.

3.14 Cash and cash equivalents
Cash and cash equivalents comprise cash at bank and on hand, demand deposits, and short-term,
highly liquid investments that are readily convertible to known amount of cash and which are
subject to an insignificant risk of changes in value.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
3.15 Inventories
Inventories are stated at the lower of cost and net realisable value. Cost is determined using the
first in, first out method.
The cost of raw materials and consumables includes the original cost of purchase and other
incidental costs required to bring the inventories to their present location and condition.
The cost of finished goods and work in progress includes raw materials, direct labour, other
direct costs and an appropriate proportion of production overheads.
The cost of completed properties held for sale comprises cost associated with the acquisition of
land, direct costs and appropriate proportions of common costs.
3.16 Property development costs
Property development costs comprise all costs that are directly attributable to development
activities or that can be allocated on a reasonable basis to such activities.
When the outcome of the development activity can be reliably estimated, property development
revenue and expenses are recognised in the income statement by using the stage of completion
method. The stage of completion is measured by reference to the proportion that property
development costs incurred for work performed to date bear to the estimated total property
development costs.
When the outcome of a development activity cannot be reliably estimated, property development
revenue is recognised only to the extent of property development costs incurred that is probable
will be recoverable, and property development costs on properties sold are recognised as an
expense in the period in which they are incurred.
Any expected loss on a development project is recognised as an expense immediately.
Property development costs not recognised as an expense is recognised as an asset and is stated at
the lower of cost and net realisable value.
Where revenue recognised in the income statement exceeds billings to purchasers, the balance is
shown as accrued billings under current assets. Where billings to purchasers exceed revenue
recognised in the income statement, the balance is shown as progress billings under current
liabilities.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
3.17 Share capital and share issuance expenses
An equity instrument is any contract that evidences a residual interest in the assets of the Group
and the Company after deducting all of its liabilities. Ordinary shares are equity instruments.
Ordinary shares are recorded at the proceeds received, net of directly attributable incremental
transaction costs. Ordinary shares are classified as equity. Dividends on ordinary shares are
recognised in equity in the period in which they are declared.
3.18 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.
3.19 Trade payables
Trade payables are obligations to pay for goods or services that have been acquired in the
ordinary course of business from suppliers. Accounts payable are classified as current liabilities if
payment is due within one year or less (or in the normal operating cycle of the business if
longer). If not, they are presented as non-current liabilities.
Trade payables are recognised initially at fair value and subsequently measured at amortised cost
using the effective interest method.

62

HIL INDUSTRIES BERHAD : ANNUAL REPORT 2011

Notes to the Financial Statements

For the Financial Year Ended 31 December 2011 (Continued)

3.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
3.20 Leased assets
a)

Finance leases
Leases in terms of which the Group or the Company assumes substantially all the risks and
rewards of ownership are classified as finance leases. On initial recognition of the leased
asset is measured at an amount equal to the lower of its fair value and the present value of
the minimum lease payments. Subsequent to initial recognition, the asset is accounted for in
accordance with the accounting policy applicable to that asset.
Minimum lease payments made under finance leases are apportioned between the finance
expense and the reduction of the outstanding liability. The finance expense is allocated to
each period during the lease term so as to produce a constant periodic rate of interest on the
remaining balance of the liability. Contingent lease payments are accounted for by revising
the minimum lease payments over the remaining term of the lease when the lease
adjustment is confirmed.
Leasehold land which in substance is a finance lease is classified as property, plant and
equipment.

b)

Operating leases
Leases, where the Group or the Company does not assume substantially all the risks and
rewards of ownership are classified as operating leases and, except for property interest held
under operating lease, the leased assets are not recognised on the statement of financial
position. Property interest held under an operating lease, which is held to earn rental income
or for capital appreciation or both, is classified as investment property.
Payments made under operating leases are recognised in profit or loss on a straight-line
basis over the term of the lease unless another systematic basis is more representative of the
time pattern in which economic benefits from the leased asset are consumed. Lease
incentives received are recognised in profit or loss as an integral part of the total lease
expense, over the term of the lease. Contingent rentals are charged to profit or loss in the
reporting period in which they are incurred. Leasehold land which in substance in an
operating lease is classified as prepaid lease payments.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
3.21 Borrowing costs
Borrowing costs are capitalised as part of the cost of a qualifying asset if they are directly
attributable to the acquisition, construction or production of that asset. Capitalisation of
borrowing costs commences when the activities to prepare the asset for its intended use or sale
are in progress and the expenditure and borrowing costs are incurred. Borrowing costs are
capitalised until the assets are substantially completed for their intended use or sale.
All other borrowing costs are recognised in profit or loss in the period they are incurred.
Borrowing costs consist of interest and other costs that the Group and the Company incurred in
connection with the borrowing of funds.
3.22 Income tax
Income tax expense comprises current and deferred tax. Current tax and deferred tax is
recognised in profit or loss except to the extent that it relates to a business combination or items
recognised directly in equity or other comprehensive income.
Current tax is the expected tax payable or receivable on the taxable income or loss for the
financial year, using tax rates enacted or substantively enacted by the end of the reporting period,
and any adjustment to tax payable in respect of previous years.
Deferred tax is recognised using the liability method, providing for temporary differences
between the carrying amounts of assets and liabilities in the statement of financial position and
their tax bases. Deferred tax is not recognised for the following temporary differences: the initial
recognition of goodwill, the initial recognition of assets or liabilities in a transaction that is not a
business combination and that affects neither accounting nor taxable profit or loss. Deferred tax
is measured at the tax rates that are expected to apply to the temporary differences when they
reverse, based on the laws that have been enacted or substantively enacted by the end of the
reporting period.
Deferred tax assets and liabilities are offset if there is a legally enforceable right to offset current
tax liabilities and assets, and they relate to income taxes levied by the same tax authority on the
same taxable entity, or on different tax entities, but they intend to settle current tax liabilities and
assets on a net basis or their tax assets and liabilities will be realised simultaneously.
A deferred tax asset is recognised to the extent that it is probable that future taxable profits will
be available against which the temporary difference can be utilised. Deferred tax assets are
reviewed at the end of each reporting period and are reduced to the extent that it is no longer
probable that the related tax benefit will be realised.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
3.23 Employee benefits
a)

Short term benefits
Salaries, wages, bonuses and social security contributions are recognised as an expense in
the year in which the associated services are rendered by employees.

b)

Defined contribution plans
The Group participates in the national pension schemes as defined by the laws of the
countries in which it has operations. The Malaysian companies in the Group make
contributions to the Employee Provident Fund in Malaysia, a defined contribution pension
scheme. Contributions to defined contribution pension schemes are recognised as an
expense in the period in which the related service is performed.

3.24 Revenue recognition
a)

Income from sale of products and performance of services
Sales are recognised upon delivery of products and customer acceptance, if any, or
performance of services, net of sales tax, discounts and returns.

b)

Revenue from property letting
Rental income from properties is recognised in the income statement on a straight-line basis
over the term of the lease. Lease incentives granted are recognised as an integral part of the
total rental income, over the term of the lease.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
3.24 Revenue recognition (Continued)
c)

Dividend income
Dividend income is recognised when the Group’s and the Company’s right to receive
payment is established.

d)

Interest income
Interest income is recognised in the income statement as it accrues, taking into account the
effective yield on the asset.

3.25 Segment reporting
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, which in this case is the Managing
Director of the Company, to make decisions about resources to be allocated to the segment and to
assess its performance, and for which discrete financial information is available.

4.

USE OF ESTIMATES AND JUDGEMENTS
The preparation of financial statements requires management to make judgements, estimates and
assumptions that affect the application of accounting policies and the reported amounts of assets,
liabilities, income and expenses. Actual results may differ from these estimates.
Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognised in the period in which the estimate is revised and in any future periods.
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5.

REVENUE
Group

Sale of goods
Services rendered
Rental income from
land and buildings
Dividend income
from subsidiary companies

2011
RM

2010
RM

2011
RM

2010
RM

105,336,250
70,478

151,613,588
71,197

74,627,545
-

77,064,996
-

1,042,200

986,206

106,448,928

6.

Company

152,670,991

-

-

3,531,237

529,056

78,158,782

77,594,052

INTEREST INCOME
Group
2011
RM
Interest income from
loans and receivables

1,643,799

Company
2010
RM
1,010,782

2011
RM
1,184,632

2010
RM
752,216
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7.

FINANCE COSTS
Group and Company
2011
RM
Interest expense on:
– Bank overdrafts
– Obligations under finance leases

8.

2010
RM

12,455
12,073

10,322
22,383

24,528

32,705

PROFIT BEFORE TAXATION
Group

Company

2011
RM

2010
RM

2011
RM

2010
RM

26,829,716

35,384,358

14,994,941

15,161,695

3,500
68,926

5,500
72,527

3,500
23,500

5,500
23,500

198
-

257,117
-

10,826,357

10,580,722

Profit before taxation is
arrived at after charging/(crediting):
Employee benefits
expense (Note 9)
Non-executive directors’
remuneration (Note 10)
Auditors’ remuneration

Bad debts written off:
– Receivables
– Loans to subsidiary companies

Depreciation of property,
plant and equipment
Depreciation of
investment properties (Note 14)
Direct operating expenses
arising from investment properties
Hire of plant and machinery
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63,039
572,446
-

97,960
269,824

7,282,914

719
23,411
7,025,421

-

-

-

-
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13.

PROPERTY, PLANT AND EQUIPMENT (Continued)
GROUP
Freehold
land
RM

Leasehold
land
RM

Buildings
RM

Plant and
machinery
RM

Motor
vehicles,
equipment
and furniture
RM

Total
RM

2010
Net book value
At 1 January 2010
Additions
Depreciation charge
Currency translation
differences

4,136,968
-

At 31 December 2010

4,136,968

-

4,084,262 23,787,505 64,121,786
11,724,559
(106,272)
(621,024) (8,055,232)
3,977,990

23,166,481

(1,779,993)
66,011,120

4,405,212 100,535,733
1,237,866 12,962,425
(1,798,194) (10,580,722)
(155,216)
3,689,668

(1,935,209)
100,982,227

At 31 December 2010

74

Cost
Valuation
Accumulated depreciation

4, 136, 968
-

Net book value

4,136,968
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527,188 27,018,362 116,887,766 17,408,223 165,978,507
5,360,000
4,032,815
9,392,815
(1,909,198) (7,884,696) (50,876,646) (13,718,555) (74,389,095)
3,977,990

23,166,481

66,011,120

3,689,668

100,982,227
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13.

PROPERTY, PLANT AND EQUIPMENT (Continued)
COMPANY
Buildings
RM

Plant and
machinery
RM

Motor
vehicles,
equipment
and furniture
RM

Total
RM

2011
Net book value
At 1 January 2011
Additions
Disposals
Depreciation charge

23,166,481 43,837,912
8,016,403
(286,883)
(621,023) (5,688,612)

1,544,954 68,549,347
963,070
8,979,473
(286,883)
(973,279) (7,282,914)

At 31 December 2011

22, 545, 458

1,534,745

45,878,820

69,959,023

At 31 December 2011
Cost
Valuation
Accumulated depreciation

27,018,362 86,825,756 13,967,540 127,811,658
4,032,815
4,032,815
(8,505,719) (40,946,936) (12,432,795) (61,885,450)

Net book value

22,545,458

45,878,820

1,534,745

69,959,023
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13.

PROPERTY, PLANT AND EQUIPMENT (Continued)
COMPANY
Buildings
RM

Plant and
machinery
RM

Motor
vehicles,
equipment
and furniture
RM

Total
RM

2010
Net book value
At 1 January 2010
Additions
Depreciation charge

23,787,505 38,867,806
10,126,093
(621,024) (5,155,987)

At 31 December 2010

23, 166, 481

43,837,912

2,045,975 64,701,286
747,389 10,873,482
(1,248,410) (7,025,421)
1,544,954

68,549,347

At 31 December 2010

76

Cost
Valuation
Accumulated depreciation

27,018,362 83,873,931 13,008,876 123,901,169
4,032,815
4,032,815
(7,884,696) (40,036,019) (11,463,922) (59,384,637)

Net book value

23,166,481
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43,837,912

1,544,954

68,549,347
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13.

PROPERTY, PLANT AND EQUIPMENT (Continued)
Motor vehicles, equipment and furniture of the Group and of the Company with a carrying value of
RM Nil (cost is RM4,406) were written off during the current financial year.
The buildings of the Company are located on its subsidiary companies’ land.
The leasehold land and certain buildings were revalued by the Directors in 1992 based on market value
determined by the Government’s valuers and approved by the Capital Issues Committee in connection
with the Company’s listing exercise. The valuations have not been updated since then as the Directors
have not adopted a policy of regular revaluation. In accordance with the transitional provisions of
International Accounting Standard No. 16 (Revised), Property, Plant and Equipment, these properties
continue to be stated on the basis of their 1992 valuations.
Group

Company

2011
RM

2010
RM

2011
RM

2010
RM

671,412
22,884,164

689,934
23,516,768

22,884,164

23,516,768

Net book values of revalued
land and buildings, had these
assets been carried at cost less
accumulated depreciation:
- Leasehold land
- Buildings

The motor vehicles held under finance leases at the reporting date had a carrying amount of RM Nil
(2010: RM Nil).
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14.

INVESTMENT PROPERTIES
Group
2011
RM

2010
RM

23,955,722

23,955,722

Cost
At 1 January/31 December
Accumulated depreciation
At 1 January
Depreciation for the financial year (Note 8)

63,039

-

At 31 December

63,039

-

Carrying amount
Fair value of the freehold land

15.

23,892,683

23,955,722

22,287,000

22,287,000

INVESTMENTS IN SUBSIDIARY COMPANIES
Company

Unquoted shares:

- At 1992 valuation
- At cost
- Capital contribution
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2011
RM

2010
RM

5,181,704
14,943,494
20,116,071

5,181,704
14,873,500
-

40,241,269

20,055,204

Notes to the Financial Statements

For the Financial Year Ended 31 December 2011 (Continued)

15.

INVESTMENTS IN SUBSIDIARY COMPANIES (Continued)
The unquoted shares in a subsidiary company were revalued by the Directors in 1992 in conjunction
with the Directors’ valuation of property, plant and equipment and the leasehold land based on market
value determined by the Government’s valuers and approved by the Capital Issues Committee in
connection with the Company’s listing exercise as disclosed in Note 13. It was not the intention of the
Directors then to adopt a policy for revaluation of its long term investments in subsidiary companies at
regular intervals. Accordingly, the Company continues to state its investment in unquoted shares of a
subsidiary company at its 1992 valuation.
The subsidiary companies are as follows:

Name

Group’s
effective interest

Principal activities

2011

2010

HCY Precision

100%

See below

Hil Assembly Services Sdn. Bhd. *

51%

51%

Investment holding,
manufacture and sale of
industrial and domestic
moulded plastic products,
and sub-assembly of
plastic-related products

Hil Automation Sdn. Bhd. *

51%

51%

Investment holding

Hil Automotive

100%

100%

Dormant

Hil Properties Sdn. Bhd.

100%

100%

Investment holding and
property development

Hil Sales & Marketing Sdn. Bhd. *

100%

100%

Sales and marketing

Hilgraphics Sdn. Bhd. *

100%

100%

Sub-assembly of
plastic-related products

Dormant
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15.

INVESTMENTS IN SUBSIDIARY COMPANIES (Continued)

Name

Group’s
effective interest

Principal activities

2011

2010

Iziba Sdn. Bhd. *

100%

100%

Property holding

Nada Mestika Sdn. Bhd.

100%

100%

Investment holding
and property holding

Sedar Makmur Sdn. Bhd.

100%

100%

Property management

Solsius Technology Sdn. Bhd. *

80%

80%

Mould making and
precision metal stamping

Supreme Logic Sdn. Bhd. *

100%

100%

Property holding

41%

41%

Dormant

41%

41%

Designing and assembling
industrial machinery and
equipment for the purpose
of factory automation

Pembinaan Laksamana Sdn. Bhd.

100%

100%

Property development
and property management

Satu Tunas Sdn. Bhd.

100%

100%

Property investment
and investment holding

Subsidiary company of
Hil Assembly Services Sdn. Bhd.
Antaforce Engineering Sdn. Bhd. *
Subsidiary company of
Hil Automation Sdn. Bhd.
Hil Technology Sdn. Bhd. *

Subsidiary companies of
Hil Properties Sdn. Bhd.
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15.

INVESTMENTS IN SUBSIDIARY COMPANIES (Continued)
Group’s
effective interest

Name

2011

Principal activities

2010

Subsidiary company of
,

Subsidiary company of
HCY Precision

See above

100%

Dormant

100%

100%

Property development

Subsidiary company of
AMJ Construction Sdn. Bhd.

* Audited by a firm other than Cheng & Co
All the subsidiary companies listed above are incorporated in Malaysia except for Hil Precision Plastic
Technology (Suzhou) Co., Ltd., which is incorporated in the People’s Republic of China.
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16.

OTHER INVESTMENTS
Group
2011
RM

2010
RM

Available-for-sale financial assets
Unit trusts at fair value

17.

174,194

-

GOODWILL
Group
2011
RM

2010
RM

Cost
At 1 January/31 December

18.

4,932,358

4,932,358

INVENTORIES
Group
2011
RM

Company
2010
RM

2011
RM

2010
RM

At cost
Raw materials
Work in progress
Finished goods
Consumables
Completed properties held for sale
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3,381,836
5,693,073
3,752,381
2,859,701

5,190,180
8,840,487
2,602,657
1,002,277
2,859,701

1,995,488
606,171
1,964,804
-

2,318,738
743,926
1,476,994
-

15,686,991

20,495,302

4,566,463

4,539,658

Notes to the Financial Statements

For the Financial Year Ended 31 December 2011 (Continued)

19.

PROPERTY DEVELOPMENT COSTS
Group
2011
RM

2010
RM

- freehold land
- development costs

50,497,684
11,523,176

50,497,684
11,434,808

Development costs incurred during the financial year

62,020,860
93,444

61,932,492
88,368

At 31 December

62,114,304

62,020,860

50,497,684
11,616,620

50,497,684
11,523,176

62,114,304

62,020,860

At 1 January:

Analysed as follows:
- freehold land
- development costs
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20.

TRADE AND OTHER RECEIVABLES
Group
2011
RM

Company
2010
RM

2011
RM

2010
RM

Trade receivables
Third parties
Less: Allowance for impairment

20,397,481
(568,699)

30,395,742
(549,766)

13,261,322
(312,789)

16,500,950
(312,789)

19,828,782

29,845,976

12,948,533

16,188,161

304,695
12,465,949

486,759
12,679,033

72,458,283
64,815
9,806,277

112,056,733
64,815
9,543,443

12,770,644

13,165,792

82,329,375

121,664,991

32,599,426

43,011,768

95,277,908

137,853,152

66,736,264

57,180,556

38,089,474

109,748,032

152,458,464

175,942,626

Other receivables
Amount due from subsidiary
Deposits
Other receivables

Total trade and other receivables

Total loans and receivables
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20.

TRADE AND OTHER RECEIVABLES (Continued)
a)

Trade receivables
The Group’s normal trade credit terms range from 30 to 90 days. They are recognised at their
original invoice amounts which represent their fair values on initial recognition.
Ageing analysis of trade receivables
The ageing analysis of the Group’s trade receivables is as follows:
Group

Neither past due nor impaired
1 to 30 days
past due not impaired
31 to 60 days
past due not impaired
61 to 90 days
past due not impaired
More than 90 days
past due not impaired

Impaired

Company

2011
RM

2010
RM

2011
RM

13,391,361

12,040,851

11,586,094

8,370,398

2,099,911

8,342,527

677,282

4,837,193

1,888,847

3,016,770

367,500

1,008,288

1,684,905

2,227,321

157,788

194,711

-

3,987,548

2010
RM

-

1,546,612

5,673,663

17,574,166

1,202,570

7,586,804

1,332,457

780,725

472,658

543,748

20,397,481

30,395,742

13,261,322

16,500,950
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20.

TRADE AND OTHER RECEIVABLES (Continued)
a)

Trade receivables (Continued)
Receivables that are neither past due nor impaired
Trade receivables that are neither past due nor impaired are creditworthy debtors with good
payment records with the Group.
None of the Group’s trade receivables that are neither past due nor impaired have been
renegotiated during the financial year.
Receivables that are past due but not impaired
The Group has trade receivables amounting to RM5,673,663 (2010: RM17,574,166) that are past
due at the reporting date but not impaired.
At the reporting date, the receivables that are past due but not impaired are unsecured in nature.
Receivables that are impaired
The Group’s and the Company’s trade receivables that are impaired at the reporting date and the
movement of the allowance accounts used to record the impairment are as follows:
Group
2011
RM

Company
2010
RM

2011
RM

2010
RM

Collectively impaired
Trade receivables
(nominal amounts)
Less: Allowance
for impairment
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1,332,457

-

472,658

-

(568,699)

-

(312,789)

-

763,758

-

159,869

-
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20.

TRADE AND OTHER RECEIVABLES (Continued)
a)

Trade receivables (Continued)
Receivables that are impaired (Continued)
Group
2011
RM

Company
2010
RM

2011
RM

2010
RM

Individually impaired
Trade receivables
(nominal amounts)
Less: Allowance
for impairment

-

780,725

-

543,748

-

(549,766)

-

(312,789)

-

230,959

-

230,959

Total
Trade receivables
(nominal amounts)
Less: Allowance
for impairment

1,332,457

780,725

472,658

543,748

(568,699)

(549,766)

(312,789)

(312,789)

763,758

230,959

159,869

230,959
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20.

TRADE AND OTHER RECEIVABLES (Continued)
a)

Trade receivables (Continued)
Receivables that are impaired (Continued)
Movement in allowance accounts:
Group

At 1 January

2011
RM

2010
RM

2011
RM

2010
RM

549,766

341,316

312,789

312,789

Written off
At 31 December
b)

Company

568,699

236,977
(28,527)
549,766

312,789

312,789

Amount due from subsidiary companies
The amount due from subsidiary companies reflected in other receivables is interest free,
unsecured, has no fixed terms of repayment and management expects the debts to be recovered
within the next 12 months.

21.

DEPOSITS WITH LICENSED BANKS
The effective interest rate for deposits with licensed banks at the end of the financial year ranges from
0.35% to 3.50% (2010: 0.35% to 3.10%).
The maturity period of the deposits with licensed banks at the end of the financial year is within 12
months (2010: within 12 months).
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22.

CASH AND BANK BALANCES
Cash and bank balances of the Group at the balance sheet date include bank balances held under
Housing Development Accounts (opened and maintained under Section 7A of the Housing
Development (Control and Licensing) Act 1966) amounting to RM624 (2010: RM626) that may only
be used in accordance with the said Act.

23.

SHARE CAPITAL
Group and Company
Number of ordinary shares
of RM0.50 each
2011
2010

2011
RM

Amount

2010
RM

Authorised

400,000,000

400,000,000

200,000,000

200,000,000

Issued and fully paid

278,714,144

278,714,144

139,357,072

139,357,072

a)

Share capital
The holders of ordinary shares (except treasury shares) are entitled to receive dividends as and
when declared by the Company. All ordinary shares carry one vote per share without restrictions
and rank equally with regard to the Company residual assets.

b)

Treasury shares
Treasury shares relate to ordinary shares of the Company that are held by the Company. The
amount consists of the acquisition costs of treasury shares net of the proceeds received on their
subsequent sale or issuance.
The Company acquired 2,096,800 (2010: Nil) shares in the Company through purchases on the
Bursa Malaysia Securities Berhad during the financial year. The total amount paid to acquire the
shares was RM947,224 (2010: RM Nil) and this was presented as a component within the
shareholders’ equity.
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23.

SHARE CAPITAL (Continued)
b)

Treasury shares (Continued)
The Directors of the Company are committed to enhancing the value of the Company for its
shareholders and believe that the repurchase plan can be applied in the best interests of the
Company and its shareholders. The repurchase transactions were financed by internally
generated funds. The shares repurchased are being held as treasury shares.

24.

REVALUATION RESERVE
The revaluation reserve arose from the revaluation of certain land and buildings and the Company’s
investment in a subsidiary company as mentioned in Note 13 and Note 15.

25.

RETAINED PROFITS
Prior to the year of assessment 2008, Malaysian companies adopted the full imputation system. In
accordance with the Finance Act 2007 which was gazetted on 28 December 2007, companies shall not
be entitled to deduct tax on dividend paid, credited or distributed to its shareholders, and such
dividends will be exempted from tax in the hands of the shareholders (“single tier system”). However,
there is a transitional period of six years, expiring on 31 December 2013, to allow companies to pay
franked dividends to their shareholders under limited circumstances. Companies also have an
irrevocable option to disregard their accumulated tax credits under Section 108 of the Income Tax Act
1967 (“Section 108 balance”) and opt to pay dividends under the single tier system. The change in the
tax legislation also provides for the Section 108 balance to be locked-in as at 31 December 2007 in
accordance with Section 39 of the Finance Act 2007.
The Company did not elect for the irrevocable option to disregard the Section 108 balance.
Accordingly, during the transitional period, the Company may utilise the credits in the Section 108
balance as at 31 December 2007 to distribute cash dividend payments to ordinary shareholders as
defined under the Finance Act 2007. As at 31 December 2011, the Company has sufficient tax credits
in the tax exempt account and in the Section 108 balance to pay franked dividends amounting to
approximately RM76,038,300 out of its retained profits. If the balance of the retained profits of
RM15,392,406 were to be distributed as dividends, the Company may distribute such dividends under
the single tier system.
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26.

FINANCE LEASE LIABILITIES
Group and Company
2011
RM

2010
RM

- not later than one year
- later than one year and not later than five years

185,250
-

222,300
185,241

Future interest charges

185,250
(3,356)

407,541
(15,420)

Present value of minimum lease payments

181,894

392,121

Future minimum lease payments:

Non-current
- later than one year and not later than five years

-

181,885

Current
- not later than one year

181,894

210,236

181,894

392,121

The finance lease liabilities are subject to a fixed interest rate of 2.23% (2010: 2.23%) per annum.
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27.

DEFERRED TAX LIABILITIES
Group

Company

2011
RM

2010
RM

2011
RM

2010
RM

At 1 January
Recognised in

22,627,394

21,886,668

7,463,991

6,723,230

740,726

596,978

740,761

At 31 December

23,224,372

22,627,394

8,060,969

7,463,991

Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current
tax assets against current tax liabilities and when the deferred taxes relate to the same taxation
authority.
The recognised deferred tax liabilities/(assets) are in respect of the following:
Group
2011
RM

Company
2010
RM

2011
RM

2010
RM

Tax effect of:

- excess of capital allowances
7,467,726

- the difference between fair value
- unabsorbed capital allowances
- unutilised tax losses
Net

92

HIL INDUSTRIES BERHAD : ANNUAL REPORT 2011

(1,980)
(990)
23,224,372

15,163,403
(3,735)
22,627,394

8,060,969
8,060,969

7,463,991
7,463,991
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27.

DEFERRED TAX LIABILITIES (Continued)
Deferred tax assets have not been recognised in respect of the following items:
Group
2011
RM

Temporary differences arising from
Unabsorbed capital allowances
Unutilised tax losses

28.

2010
RM

3,005
4,771
11,098,305

1,449
28,082
2,130,973

11,106,081

2,160,504

TRADE AND OTHER PAYABLES
Group
2011
RM

Company
2010
RM

2011
RM

2010
RM

Trade payables
Third parties
Amount due to subsidiary company

9,820,593
-

10,950,428
-

6,535,685
148,345

6,734,207
-

9,820,593

10,950,428

6,684,030

6,734,207
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28.

TRADE AND OTHER PAYABLES (Continued)
Group
2011
RM

Company
2010
RM

2011
RM

2010
RM

Other payables
Amount due to subsidiary
Accruals
Other payables

Total trade and other payables
Add: Finance lease
liabilities (Note 26)
Total financial liabilities
carried at amortised cost

a)

8,365,671
3,071,115

8,201,319
5,941,065

11,093,480
7,237,087
2,471,575

18,562,562
7,185,190
4,726,119

11,436,786

14,142,384

20,802,142

30,473,871

21,257,379

25,092,812

27,486,172

37,208,078

181,894

392,121

181,894

392,121

21,439,273

25,484,933

27,668,066

37,600,199

Trade payables
Trade payables are non-interest bearing and the normal trade credit terms granted to the Group
are 30 to 90 days.

b)

Amount due to related parties
The amount due to all related parties are interest free, unsecured, have no fixed terms of
repayment and management expects the debts to be repaid within the next 12 months.
The related company refers to a subsidiary of Dalta.
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29.

DIVIDENDS
Group and Company
2011
RM

2010
RM

Recognised during the financial year:
Dividends on ordinary shares:
3,900,398

30.

6,793,661

CASH AND CASH EQUIVALENTS
For the purpose of the cash flow statements, cash and cash equivalents comprise the following balance
sheet amounts:
Group

Deposits with licensed banks
Cash and bank balances

Company

2011
RM

2010
RM

2011
RM

2010
RM

72,851,542
8,465,157

46,492,540
20,243,724

54,118,083
3,062,473

33,093,730
4,995,744

81,316,699

66,736,264

57,180,556

38,089,474
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31.

CAPITAL COMMITMENTS
Group and Company
2011
RM

2010
RM

Capital expenditure not provided for
in the financial statements is as follows:
Authorised by the Directors and contracted for

32.

-

1,169,400

RELATED PARTY DISCLOSURES
Identity of related parties
For the purposes of these financial statements, parties are considered to be related to the Group if the
Group has the ability, directly or indirectly, to control the party or exercise significant influence over
the party in making financial and operating decisions, or vice versa, or where the Group and the party
are subject to common control or common significant influence. Related parties may be individuals or
other entities.
Group
2011
RM

Company
2010
RM

2011
RM

2010
RM

Transactions with
Sale of goods to subsidiaries
Purchase of plant and
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-

-

215,372

-

-

3,190,702

-

Notes to the Financial Statements

For the Financial Year Ended 31 December 2011 (Continued)

32.

RELATED PARTY DISCLOSURES (Continued)
Group
2011
RM
Purchase of goods from subsidiaries

Company
2010
RM

-

Rental income of land and

2011
RM

2010
RM

-

936,632

557,956

-

120,000

201,000

-

387,947

304,347

Advances from subsidiaries

-

-

1,872,101

6,138,428

Advances to subsidiaries

-

-

8,787,468

21,870,471

Transactions with
Rental of land and buildings

120,000

-

120,000

Compensation of key management personnel
Key management personnel comprises all the Directors of the Group having authority and
responsibility for planning, directing and controlling the activities of the Group either directly or
indirectly.
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32.

RELATED PARTY DISCLOSURES (Continued)
Compensation of key management personnel (Continued)
The compensation paid to key management personnel during the financial year was as follows:
Group
2011
RM

Company
2010
RM

2011
RM

2010
RM

Directors’ remuneration (Note 10):

33.

Short-term employee benefits

1,049,980

1,057,980

883,140

885,140

Post-employment benefits:
– Defined contribution plans

125,280

126,000

105,408

105,408

1,175,260

1,183,980

988,548

990,548

SEGMENT INFORMATION
Segment information is presented in respect of the Group’s business and geographical segments. The
primary format, business segment, is based on the Group’s management and internal reporting
Intersegment pricing is based on arm’s length transactions under terms not materially different from
transactions with unrelated parties. These transfers are eliminated on consolidation.
Segment results, assets and liabilities include items directly attributable to a segment as well as those
that can be allocated on a reasonable basis. Unallocated items mainly comprise corporate assets and
expenses and related liabilities.
Segment capital expenditure is the total cost incurred during the period to acquire segment assets that
are expected to be used for more than one period.
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33.

SEGMENT INFORMATION (Continued)
Business segments
The Group comprises the following main business segments:
Manufacturing

–

Manufacture and sale of industrial and

Property development

–

Development of residential, commercial and light

Trading, services

–

General trading

Geographical segments
The manufacturing segment operates in two principal geographical areas, Malaysia and the People’s
Republic of China.
In presenting information on the basis of geographical segments, segment revenue is based on the
geographical location of customers. Segment assets are based on the geographical location of the assets.

Business segments

2011

Manufacturing
RM

Property
development and
management
RM

Trading,
services
and others
RM

Group
RM

Sales
Total sales
Intersegment sales

105,336,250
-

1,500,625
(387,947)

-

106,836,875
(387,947)

External sales

105,336,250

1,112,678

-

106,448,928
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33.

SEGMENT INFORMATION (Continued)

2011

Manufacturing
RM

Property
development and
management
RM

Trading,
services
and others
RM

Group
RM

Results
Segment results (external)
Finance costs

2,020,101
(24,528)

556,640
-

(7,743)
-

Profit before taxation
Income tax expense

2,568,998
(24,528)
2,544,470
(1,979,074)

Profit for the financial year

565,396

Other information
Segment assets
Unallocated assets

204,200,911

110,167,628

289,679

Total consolidated assets

Segment liabilities
Unallocated liabilities

322,442,310

20,884,852

549,921

4,500

Total consolidated liabilities

Capital expenditure
Depreciation

100

HIL INDUSTRIES BERHAD : ANNUAL REPORT 2011

314,658,218
7,784,092

21,439,273
23,750,712
45,189,985

5,998,853
10,712,809

113,548

-

5,998,853
10,826,357
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33.

SEGMENT INFORMATION (Continued)

2010

Manufacturing
RM

Property
development and
management
RM

Trading,
services
and others
RM

Group
RM

Sales
Total sales
Intersegment sales

151,613,588
-

1,361,750
(304,347)

-

152,975,338
(304,347)

External sales

151,613,588

1,057,403

-

152,670,991

Results
Segment results (external)
Finance costs

23,868,086
(32,705)

475,348
-

(8,680)
-

24,334,754
(32,705)

Profit before taxation
Income tax expense

24,302,049
(3,888,996)

Profit for the financial year

20,413,053
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33.

SEGMENT INFORMATION (Continued)

2010

Manufacturing
RM

Property
development and
management
RM

209,949,070

108,572,063

Trading,
services
and others
RM

Group
RM

Other information
Segment assets
Unallocated assets

17,802

Total consolidated assets

Segment liabilities
Unallocated liabilities

326,661,714

24,934,694

538,839

11,400

Total consolidated liabilities

Capital expenditure
Depreciation
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318,538,935
8,122,779

25,484,933
22,902,667
48,387,600

12,962,425
10,467,175

113,547

-

12,962,425
10,580,722

Notes to the Financial Statements
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33.

SEGMENT INFORMATION (Continued)

Malaysia
RM

People’s
Republic
of China
RM

Consolidated
RM

78,401,226
263,052,212
5,788,771

28,047,702
51,606,006
210,082

106,448,928
314,658,218
5,998,853

80,775,622
246,712,999
10,879,682

71,895,369
71,825,936
2,082,743

152,670,991
318,538,935
12,962,425

Geographical segments

2011
Revenue from external customers
Segment assets
Capital expenditure
2010
Revenue from external customers
Segment assets
Capital expenditure

34.

FINANCIAL INSTRUMENTS
Financial risk management objectives and policies
Exposure to credit, interest rate and currency risk arises in the normal course of the Group’s and of the
Company’s business. Financial risk and management policies of the Group and of the Company are
summarised below.
(a) Credit risk
Credit risk is the risk of a financial loss to the Group if a customer or counterparty to a financial
instrument fails to meet its contractual obligations. The Group’s exposure to credit risk arises
principally from its receivables from customers. The Company’s exposure to credit risk arises
principally from loans and advances to subsidiary companies.
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34.

FINANCIAL INSTRUMENTS (Continued)
(a)

Credit risk (Continued)
Management has a credit policy in place and the exposure to credit risk is monitored on an
ongoing basis. Credit evaluations are performed on all customers requiring credit over a certain
amount.
As at the end of the reporting period, the maximum exposure to credit risk arising from trade
receivables is represented by the carrying amounts in the statement of financial position.
Management has taken reasonable steps to ensure that trade receivables that are neither past due
nor impaired are stated at their realisable values. A significant portion of these receivables are
regular customers that have been transacting with the Group. The Group uses ageing analysis to
monitor the credit quality of the receivables. Any receivables having significant balances past due
more than 90 days, which are deemed to have higher credit risk, are monitored individually.
The exposure of credit risk for trade receivables as at the end of the reporting period by
geographical region was:
Group

Malaysia
People’s Republic of China
Other countries

2011
RM

2010
RM

13,064,085
6,642,893
121,804

14,218,866
13,953,530
1,673,580

19,828,782

29,845,976

The Company provides unsecured loans and advances to subsidiary companies. The Company
monitors the results of the subsidiary companies regularly. As at the end of the reporting period,
the maximum exposure to credit risk is represented by their carrying amounts in the statement of
financial position and there was no indication that the loans and advances to the subsidiary
companies are not recoverable.
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34.

FINANCIAL INSTRUMENTS (Continued)
(b)

Interest rate risk
The Group’s short term receivables and payables are not significantly exposed to interest rate
risk.
Exposure to interest rate risk

The interest rate profile of the Group’s and the Company’s significant interest-bearing financial
instruments, based on carrying amounts as at the end of the reporting period was:
Group
2011
RM

Company
2010
RM

2011
RM

2010
RM

Fixed rate instruments
Financial assets
Financial liabilities

72,851,542
(181,894)

46,492,540
(392,121)

54,118,083
(181,894)

33,093,730
(392,121)

72,669,648

46,100,419

53,936,189

32,701,609

The Group’s and the Company’s income and operating cash flows are independent of changes in
market interest rates. The Group does not account for any fixed rate financial assets and
liabilities at fair value through profit or loss. Therefore, a change in interest rates at the end of
the reporting period would not affect profit or loss.
(c)

Foreign currency risk
The Group has transactional currency exposures arising from sales or purchases that are
denominated in a currency other than the respective functional currencies of Group entities,
primarily RM and Renminbi (“RMB”).
The Group and the Company ensure that net exposure to foreign currency risk is kept to an
acceptable level by buying or selling foreign currencies at spot rates where necessary to address
short term imbalances. The Group and the Company do not transact in derivative instruments.
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34.

FINANCIAL INSTRUMENTS (Continued)
(c)

Foreign currency risk (Continued)
The Group’s and the Company’s exposure to foreign currency risk based on carrying amounts as
at the end of the reporting period was:
Group
In RM

2011
Denominated in
USD
RMB

2010
Denominated in
USD
RMB

Trade and other receivables
Deposits with licensed banks
Cash and bank balances
Trade and other payables

6,959,143
7,868,937
1,260,891
(1,635,796)

564,140
6,151,546
3,393,769
(2,473,394)

14,884,717
1,698,938
11,847,538
(2,390,345)

682,167
2,797,074
3,422,858
(3,087,219)

Exposure in the statement
of financial position

14,453,175

7,636,061

26,040,848

3,814,880

Company
In RM

Denominated in USD
2011
2010

Trade and other receivables
Deposits with licensed banks
Cash and bank balances
Trade and other payables

387,353
7,868,937
214,540
(560,124)

2,146,816
1,698,938
3,940,426
(623,345)

Exposure in the statement of financial position

7,910,706

7,162,835

The Group is also exposed to currency translation risk arising from its investment in the foreign
subsidiary company.
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34.

FINANCIAL INSTRUMENTS (Continued)
(c)

Foreign currency risk (Continued)
Sensitivity analysis for foreign currency risk

The following table demonstrates the senstitivity of the Group’s and the Company’s equity and
post-tax profit or loss to a reasonably possible change in the USD and RMB against the
respective functional currencies of the Group entities, with all other variables held constant.
2011
Equity
RM

2010

Profit or loss
RM

Equity
RM

Profit or loss
RM

Group
USD/RM
USD/RMB
RMB/RM

- strengthened 10%
- weakened 10%
- strengthened 10%
- weakened 10%
- strengthened 10%
- weakened 10%

795,390
(795,390)
572,466
(572,466)
4,263,466
(4,263,466)

795,390
(795,390)
572,466
(572,466)
763,606
(763,606)

678,197
(678,197)
1,750,665
(1,750,665)
4,408,806
(4,408,806)

678,197
(678,197)
1,750,665
(1,750,665)
417,680
(417,680)

- strengthened 10%
- weakened 10%

795,390
(795,390)

795,390
(795,390)

678,197
(678,197)

678,197
(678,197)

Company
USD/RM
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34.

FINANCIAL INSTRUMENTS (Continued)
(d)

Liquidity risk
Liquidity risk is the risk that the Group will not be able to meet its financial obligations as they
fall due. The Group’s exposure to liquidity risk arises principally from its various payables, loans
and borrowings.
The Group maintains a level of cash and cash equivalents and bank facilities deemed adequate by
the management to ensure, as far as possible, that it will have sufficient liquidity to meet its
liabilities when they fall due.
The table below summarises the maturity profile of the Group’s and the Company’s financial
liabilities as at the end of the reporting period based on undiscounted contractual payments:

2011

Carrying
amount

Contractual
interest
rate

Contractual
cash flows

Under 1 year

1 - 2 years

Group
Non-derivative

Finance lease liabilities
Trade and other payables

181,894
21,257,379

2.23%

185,250
21, 257, 379

185,250
21,257,379

-

181,894
27,486,172

2.23%

185,250
27, 486, 172

185,250
27,486,172

-

Company
Non-derivative

Finance lease liabilities
Trade and other payables
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34.

FINANCIAL INSTRUMENTS (Continued)
(d)

Liquidity risk (Continued)

2010

Carrying
amount

Contractual
interest
rate

Contractual
cash flows

Under 1 year

1 - 2 years

Group
Non-derivative

Finance lease liabilities
Trade and other payables

392,121
25,092,812

2.23%

407,541
25, 092, 812

222,300
25,092,812

185,241
-

392,121
37,208,078

2.23%

407,541
37, 208, 078

222,300
37,208,078

185,241
-

Company
Non-derivative

Finance lease liabilities
Trade and other payables

(e)

Fair values
The carrying amounts of cash and cash equivalents, short term receivables and payables and
borrowings approximate fair values due to the relatively short term nature of these financial
instruments
The fair values of other financial assets, together with the carrying amounts shown in the
statement of financial position, are as follows:
2010

2011
Carrying
amount
RM

Fair
value
RM

Carrying
amount
RM

Fair
value
RM

Group
Unit trusts

174,194

174,194

-

-
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34.

FINANCIAL INSTRUMENTS (Continued)
(e)

Fair values (Continued)
Fair value hierarchy
Comparative figures have not been presented for 31 December 2010 by virtue of paragraph 44G
of FRS 7.
The table below analyses financial instruments carried at fair value, by valuation method. The
different levels have been defined as follows:
Level 1: Quoted prices (unadjusted) in active markets for identical assets or liabilities.
Level 2: Inputs other than quoted prices included within Level 1 that are observable for the asset
or liability, either directly (i.e. as prices) or indirectly (i.e. derived from prices).
Level 3: Inputs for the asset or liability that are not based on observable market data
(unobservable inputs).
Group

Level 1
RM

Level 2
RM

Level 3
RM

Total
RM

2011
Financial assets

Investment in unit trusts
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174,194

-

174,194
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36.

COMPARATIVE FIGURES
Following the reclassification of prepaid lease payments to leasehold land, certain comparative figures
of the Group have been restated to ensure consistency with the current financial year’s presentation.
As at 31 December 2010
As
As previously
restated
stated
RM
RM
Consolidated Statement of Financial Position
Property, plant and equipment
Prepaid lease payments

100,982,227
-

97,004,237
3,977,990

10,580,722

106,272
10,474,450

Notes to the Financial Statements
Amortisation of prepaid lease payments
Depreciation of property, plant and equipment

As at 31 December 2009
As
As previously
restated
stated
RM
RM
Consolidated Statement of Financial Position
Property, plant and equipment
Prepaid lease payments
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-
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37.

SUPPLEMENTARY INFORMATION – BREAKDOWN OF RETAINED PROFITS
INTO REALISED AND UNREALISED PROFITS OR LOSSES
The breakdown of the retained profits of the Group and of the Company as at 31 December 2011 into
realised and unrealised profits or losses is presented in accordance with the directive issued by Bursa
Malaysia Securities Berhad dated 25 March 2010 and prepared 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.
Group
2011
RM

38.

Company
2010
RM

2011
RM

2010
RM

Total retained profits:
- Realised
- Unrealised

174,564,957 177,927,680
(8,590,076) (8,651,161)

99,490,161
(8,059,455)

91,283,285
(7,873,451)

Less: Consolidation adjustments

165,974,881 169,276,519
(31,842,535) (31,726,832)

91,430,706
-

83,409,834
-

Total retained profits

134,132,346

91,430,706

83,409,834

137,549,687

APPROVAL OF FINANCIAL STATEMENTS
The financial statements were approved for issue in accordance with a resolution of the Board of
Directors on 26 April 2012.
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Analysis of Shareholders as at 03 May 2012

Class of Securities

: Ordinary Shares of RM0.50 each

Authorised Share Capital

: RM200,000,000.00 comprising of 400,000,000 ordinary shares of
RM0.50 each

Issued and Fully Paid up Capital: RM139,357,072 comprising of 278,714,144 ordinary shares of
RM0.50 each
Voting Rights

: Every member present in person or by proxy or represented by
attorney shall have one vote and upon a poll, every such member
shall have one vote for every share held by him

No. of Shareholders

: 5,251

List of Substantial Shareholders as at 03 May 2012
Shareholders
Dalta Industries Sdn. Bhd.
Dato’ Ng Boon Thong @ Ng Thian
Hock

Direct
Shareholdings

%

Indirect
Shareholdings

%

149,089,554

53.90

96,220

0.04

33,113,566

11.97

171,349,474

61.95

Analysis by Size of Shareholding as at 03 May 2012
Size of Shareholding
1 - 99
100 – 1,000
1,001 – 10,000
10,001 – 100,000
100,001 to less than 5% of issued
shares
5% and above of issued shares
Grand Total
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No. of
Shareholders

%

Shareholdings

%

844
823
2,709
790

16.07
15.67
51.59
15.05

43,217
662,402
11,875,354
22,210,351

0.02
0.24
4.29
8.03

82
3

1.56
0.06

73,039,266
168,786,754

26.40
61.02

5,251

100.00

27 6,617 ,344

100.00

Analysis of Shareholders as at 03 May 2012 (Continued)

List of Thirty (30) Largest Shareholders as at 03 May 2012

No
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15

Name

16
17

Catherine Yeoh Eng Neo
Citigroup Nominees (Asing) Sdn. Bhd. UBS AG for New

18
19
20
21
22
23
24
25
26
27
28
29
30

Dalta Industries Sdn. Bhd.
Dalta Industries Sdn. Bhd.
Ng Boon Thong @ Ng Thian Hock
Ng Boon Thong @ Ng Thian Hock
Permodalan Negeri Selangor Berhad
Catherine Yeoh Eng Neo
Milton Norman Ng Kwee Leong
Lim Kian Wat
Yong Chai Lee
Malcolm Jeremy Ng Kwee Seng
Ambrose Leonard Ng Kwee Heng
Ng Boon Thong @ Ng Thian Hock
Steven Junior Ng Kwee Leng
Padang Usaha Sdn. Bhd.
Kenanga Nominees (Tempatan) Sdn. Bhd. pledged securities

Shareholding

%

117,431,142
31,658,412
19,697,200
10,000,000
6,292,800
5,470,200
5,027,600
4,656,300
4,000,000
3,075,600
3,053,400
3,005,400
2,691,500
2,158,971

42.45
11.44
7.12
3.62
2.27
1.98
1.82
1.68
1.45
1.11
1.10
1.09
0.97
0.78

2,020,000
1,354,700

0.73
0.49

1,247,000
1,177,410

0.45
0.43

904,000
792,880
750,328

0.33
0.29
0.27

account for Jasmine Lim Li Chen @ Lim LaiCheng

500,000

0.18

account for Lim Hooi Kiang

500,000

0.18

Charles Ross Mckinnon

500,000
460,000
450,985
406,000
402,000

0.18
0.17
0.16
0.15
0.15

400,000
390,372

0.14
0.14

account for Muruga Vadivale

Harbour Asia Fund (Master) Limited

Koh Bee Lan
AMSEC Nominees (Tempatan) Sdn. Bhd. pledged securities

account for Yeoh Soh Cheng

Liew Wai Kiat
Milton Norman Ng Kwee Leong
Kenanga Nominees (Tempatan) Sdn. Bhd. pledged securities
Kenanga Nominees (Tempatan) Sdn. Bhd. pledged securities
TA Nominees (Asing) Sdn. Bhd. pledged securities account for
Haslina Binti Zainuddin
Sim Sook Lye
Pacific Strike Sdn. Bhd.
Ng Boon Thong @ Ng Thian Hock
Maybank Securities Nominees (Tempatan) Sdn. Bhd.
pledged securities account for Tan Sok Hui (REM116)

Milton Norman Ng Kwee Leong
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Analysis of Shareholders as at 03 May 2012 (Continued)

Directors’ Interest in Shares of the Company and Related Corporations as at 03 May 2012

Dato’ Ng Boon Thong @ Ng Thian
Hock
Dato’ Setia Abdul Halim bin Dato’
Haji Abdul Rauf
Milton Norman Ng Kwee Leong
Malcolm Jeremy Ng Kwee Seng
Mat Ripen bin Mat Elah
Tan Sri Dato’ Dr. Sak Cheng Lum
Ooi Hock Guan

Direct
Shareholdings

Indirect
Shareholdings

%

33,113,566

-

6,168,300
3,075,600

-

11.97

-

2.23
1.11

-

%

171,349,474

-

189,124,240
189,124,240

-

61.95

-

68.37
68.37

-

* Negligible
In addition to the above, there is no indirect interest of Directors’ in the shares of any
subsidiary companies i.e. deemed to have an interest in shares in the subsidiary companies to
extent that the Company as an interest.
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Properties Owned by The Group

Location

Description

Tenure
(Year
of
Expiry)

Existing
Use

Aproximate
Age
of
Building

Lot 3, Jalan Lada Sulah 16/11,
Section 16, 40000 Shah Alam
Selangor Darul Ehsan
Lot Nos 15825 & 15830
Bukit Kemuning
Mukim & Daerah of Klang
Selangor Darul Ehsan
Lot 3, Jalan Lada Sulah 16/11,
Section 16, 40000 Shah Alam
Selangor Darul Ehsan

Land

Leasehold
60
years
(2049)
Freehold

Factory

-

Land Area
/Built up
Area
(SQ FT)
294,457

Factory &
Warehouse

-

1 Factory
buildings
2 Factory
buildings
3 Factory
Buildings
Factory
buildings

-

Factory

-

Warehouse

Lot No 15825, Bukit Kemuning
Mukim & Daerah of Klang
Selangor Darul Ehsan
Lot No 15830, Bukit Kemuning
Mukim & Daerah of Klang
Selangor Darul Ehsan
P.T. Nos 20989 - 21003
Mukim & Daerah of Klang
Selangor Darul Ehsan
P.T. Nos 5655 – 5682
Mukim of Kapar ,District of Klang
Selangor Darul Ehsan
P.T. Nos 5443, 5444, 5446, 5447,
5470 – 5474, Mukim of Kapar,
District of Klang
Selangor Darul Ehsan
P.T. No 30946, Mukim 1,
District of Seberang Prai Tengah,
Pulau Pinang
Lot 476, Tingkat Perusahaan Empat
Kawasan Perindustrian Prai, SPT
Pulau Pinang

Land

Commercial
(15 units of
double
storey
shophouse)
Industrial
(28 units of
1½ storey
terrace
factory)
Industrial (9
units of 1½
storey
terrace
factory)
Land
Factory
buildings

Date
of
Acquisition

Net Book
Value
(RM’000)

21.08.1989

3,409

173,325

15.12.1994

4,137

22 years

78,087

-

4,083

Factory

21 years

23,465

-

1,378

-

Factory

19 years

21,993

-

1,198

-

Factory

14 years

117,552

-

9,533

-

Storage

14 years

20,996

-

1,977

Freehold

Rental

20 years

24,746

05.12.1996

3,650

Freehold

Rental

14 years

86,108

05.12.1996

11,997

Freehold

Rental

14 years

82,444

05.12.1996

8,309

Leasehold
60
years
(2049)
-

Factory

-

39,209

28.09.2006

463

Factory

5 year

35,968

-

4,376
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Form of Proxy
(Company No: 8812-M)
(Incorporated in Malaysia)

Number of Shares Held
CDS account No.

I/We___________________________________________________________________ (Name of shareholder as per NRIC/ID, in capital letters)
NRIC No./ID No./Company No._________________________________________________(new) ______________________________(old) of
____________________________________________________________________________________________ (full address) being a member
of HIL INDUSTRIES BERHAD (“HIB” or “the Company”), hereby appoint______________________________________________________
_____________________________________________________________________________________________________________________
(Name of proxy as per NRIC/ID, in capital letters) NRIC No./ID No. _______________________________ (new) ___________________ (old)
or failing whom, _______________________________________________________________________________________________________
(name of proxy as per NRIC/ID, in capital letters) NRIC No./ID No. ________________________________ (new) ___________________ (old)
or failing whom, the Chairman of the meeting as my/our proxy to vote for me/our behalf at the Forty-Second Annual General Meeting
(“42nd AGM”) of the Company to be held at Bukit Kemuning Golf and Country Resort, Lot 6031, Batu 7, Bukit Kemuning, 42450 Shah Alam,
Selangor Darul Ehsan on 28 June 2012 at 10.00 a.m. or at any adjournment thereof.

RESOLUTION
Adoption of the Audited Accounts for the financial year ended 31 December 2011
Re-election of Dato’ Setia Abdul Halim bin Dato’ Haji Abdul Rauf who retiring in
accordance with Section 129(6) of the Companies Act,1965
3. Re-election of Mat Ripen bin Mat Elah who retiring in accordance with Section
129(6) of the Companies Act,1965
4. Re-election of Malcolm Jeremy Ng Kwee Seng who retiring in accordance with
Article 102 of the Company’s Articles of Association
5. Re-election of Ooi Hock Guan who retiring in accordance with Article 102 of the
Company’s Articles of Association
6. Approval of Directors’ Fees for the financial year ended 31 December 2011
7. To reappoint Messrs Cheng & Co as Auditors of the Company and to authorise the
Directors to fix their remuneration
8. Authority to Allot and Issue Shares pursuant to Section 132D of the Companies Act,
1965
9. Proposed Renewal of Share Buy-Back Authority
10. Transaction of any other business of which due notice has been given
1.
2.

FOR

AGAINST

Please indicate with an “X” in the appropriate spaces provided how you wish your vote to be cast. If you do not do so, your proxy shall vote as he
thinks fit, or at his discretion, abstain from voting.
Dated this ____day of_____________________2012

Telephone No:________________________

________________________________________________

Signature of member(s)/Seal of Shareholders
NOTES:
1. A member entitled to attend and vote at the Meeting is entitled to appoint one or more proxies to attend and vote in his stead. A proxy need not be a member
of the Company.
2. In the case of a corporate member, the instrument appointing a proxy shall be under its Common Seal or under the hands of its attorney.
3. Where a member appoints more than one proxy, the appointment shall be invalid unless he specifies the proportions of his holdings to be represented by
each proxy.
4. The instrument appointing the proxy must be deposited at the Registered Office of the Company at Lot 3, Jalan Lada Sulah 16/11, Section 16, 40000 Shah
Alam, Selangor Darul Ehsan, not less than 48 hours before the time for holding the meeting or any adjournment thereof.
5. Any alteration made on this form should be initialled by the person who signs it.

AFFIX
STAMP
HERE
The Company Secretary

Lot 3, Jalan Lada Sulah 16/11
Section 16, 40000 Shah Alam
Selangor Darul Ehsan

• DESIGN & DEVELOPMENT CAPABILITY • MOLD & DIE FABRICATION • INJECTION MOLDING •
• IN MOLD DECORATION • SPRAY PAINTING INC. UV & EMI SHIELDING •
• SILK SCREEN & TEMPO PRINTING • ULTRA SONIC & VIBRATION WELDING •
• DIRECT DIGITAL PRINTING • SURFACE DECORATION TECHNOLOGY • ASSEMBLY SERVICES •
• ASSEMBLY MACHINE FABRICATION • BLOW MOLDING • WELD LINELESS & HIGH GLOSS INJECTION MOLDING •

www.hil.com.my

Lot 3, Jalan Lada Sulah 16/11, Section 16,
40000 Shah Alam, Selangor Darul Ehsan, Malaysia
TEL: +(603) 5510 0501

FAX: +(603) 5510 0493

EMAIL: sales@hil.com.my

