(Unaudited but reviewed)


Distar Electric Corporation Public Company Limited and its subsidiaries
Notes to interim consolidated financial statements
For the three-month periods ended 31 March 2011 and 2010
1.
Corporate information

Distar Electric Corporation Public Company Limited (“the Company”) is a public company incorporated and domiciled in Thailand. The Company is principally engaged in the distribution of NGV cars, telecommunications equipment and consumer products, and the provision of warehouse services. The Company’s registered address is 81-81/1, Soi Phetchakasem 54 sub 3, Phetchakasem Road, Bangduan, Phasicharoen, Bangkok.

The Company registered the change of its name to Karmarts Public Company Limited on 29 April 2011.
2.
Basis of preparation and accounting policies

2.1
Basis for the preparation of interim financial statements

These interim financial statements are prepared in accordance with Accounting Standard No. 34 (revised 2009) "Interim Financial Reporting", with the Company choosing to present condensed interim financial statements. However, the Company has presented the statements of financial position, income statement, comprehensive income, changes in shareholders' equity, and cash flows in the same format as that used for the annual financial statements.


The interim financial statements are intended to provide information additional to that included in the latest annual financial statements. Accordingly, they focus on new activities, events and circumstances so as not to duplicate information previously reported. These interim financial statements should therefore be read in conjunction with the latest annual financial statements.


The interim financial statements in Thai language are the official statutory financial statements of the Company. The interim financial statements in English language have been translated from the Thai language financial statements.
2.2
Basis of consolidation


These consolidated financial statements include the financial statements of Distar Electric Corporation Public Company Limited and its subsidiaries and have been prepared on the same basis as that applied for the consolidated financial statements for the year ended 31 December 2010.
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	StarCom Co., Ltd.
	Telecommunications 
	
	
	
	

	
	
business
	70.00
	Thailand
	27.48
	-

	My Bus Co., Ltd. 
	Bus service operator
	95.16
	Thailand
	8.52
	7.66



Material balances and transactions between the Company and its subsidiaries have been eliminated from the consolidated financial statements.
2.3
Application of new accounting standards during the period


During the current period, the Company adopted a number of revised and new accounting standards, issued by the Federation of Accounting Professions, as listed below. 


Accounting standards:

	TAS 1 (revised 2009)
	Presentation of Financial Statements

	TAS 2 (revised 2009)
	Inventories

	TAS 7 (revised 2009)
	Statement of Cash Flows

	TAS 8 (revised 2009)
	Accounting Policies, Changes in Accounting Estimates and Errors

	TAS 10 (revised 2009)
	Events after the Reporting Period

	TAS 11 (revised 2009)
	Construction Contracts

	TAS 16 (revised 2009)
	Property, Plant and Equipment

	TAS 17 (revised 2009)
	Leases

	TAS 18 (revised 2009)
	Revenue

	TAS 19 
	Employee Benefits

	TAS 23 (revised 2009)
	Borrowing Costs

	TAS 24 (revised 2009)
	Related Party Disclosures

	TAS 26 
	Accounting and Reporting by Retirement Benefit Plans

	TAS 27 (revised 2009)
	Consolidated and Separate Financial Statements

	TAS 28 (revised 2009)
	Investments in Associates

	TAS 29
	Financial Reporting in Hyperinflationary Economies

	TAS 31 (revised 2009)
	Interests in Joint Ventures

	TAS 33 (revised 2009)
	Earnings per Share

	TAS 34 (revised 2009)
	Interim Financial Reporting

	TAS 36 (revised 2009)
	Impairment of Assets

	TAS 37 (revised 2009)
	Provisions, Contingent Liabilities and Contingent Assets

	TAS 38 (revised 2009)
	Intangible Assets

	TAS 40 (revised 2009)
	Investment Property


   
Financial reporting standards:

	TFRS 2 
	Share-Based Payment

	TFRS 3 (revised 2009)
	Business Combinations

	TFRS 5 (revised 2009)
	Non-current Assets Held for Sale and Discontinued Operations

	TFRS 6
	Exploration for and Evaluation of Mineral Resources



Financial Reporting Standard Interpretations:
	TFRIC 15
	Agreements for the Construction of Real Estate


 
Accounting Standard Interpretations:

	SIC 31
	Revenue-Barter Transactions Involving Advertising Services



These accounting standards do not have any significant impact on the financial statements for the current period, except for the following accounting standards.

TAS 19 Employee Benefits

This accounting standard requires employee benefits to be recognised as expense in the period in which the service is performed by the employee. In particular, an entity has to evaluate and make a provision for post-employment benefits using actuarial techniques. The Company and its subsidiaries previously accounted for such employee benefits when they were incurred. 


The Company and its subsidiaries have changed this accounting policy in the current year and recognise the liability in the transition period immediately as an expense in profit or loss for the period. The change has the effect of increasing the loss of the Company and its subsidiaries for the three-month periods ended 31 March 2011 by Baht 2.99 million, or 0.00 Baht per share (Separate financial statements: decreasing profit by Baht 2.98 million, or 0.00 Baht per share). 
TAS 40 (revised 2009) Investment Property

This accounting standard requires entities to choose to recognise investment property either under the cost model (with disclosure of fair value in the notes to financial statements) or the fair value model, whereby changes in fair value are to be recognised in profit or loss. Investment properties were previously recognised under the caption of Property, Plant and Equipment and non-operating assets, which are measured using the revaluation model and cost model, respectively. In adopting the new accounting policy, commencing in the current period, the Company separately presents investment property and measures it using the fair value model. Moreover, the Company has reclassified the revaluation surplus on land and building for these investment properties to the opening balance of deficit for the period.  
2.4
Significant accounting policies


The interim financial statements are prepared using the same accounting policies and methods of computation as were used for the financial statements for the year ended 31 December 2010, except for the changes in the following accounting policies due to the adoption of revised and new accounting standards.

Employee benefits


Post-employment benefits (Defined benefit plans) 

The Company and its subsidiaries have obligations in respect of the severance payments it must make to employees upon retirement under labor law. The Company and its subsidiaries treat these severance payment obligations as a defined benefit plan. 

The obligation under the defined benefit plan is determined based on actuarial techniques, using the projected unit credit method. Such determination is made based on various assumptions, including discount rate, future salary increase rate, staff turnover rate, mortality rate, and inflation rates.


Actuarial gains and losses arising from post-employment benefits are recognised immediately in profit or loss. 

For the first-time adoption of TAS 19 Employee Benefits, the Company and its subsidiaries elected to recognise the transitional liability, which exceeds the liability that would have been recognised at the same date under the previous accounting policy, as an expense in profit or loss for the period.
Investment properties

Investment properties are measured initially at cost, including transaction costs. Subsequent to initial recognition, investment properties are stated at fair value. Any gains or losses arising from changes in the value of investment properties are recognised in profit or loss when incurred.

On disposal of investment properties, the difference between the net disposal proceeds and the carrying amount of the asset is recognised in profit or loss in the period when the asset is derecognised.

3.
Cumulative effect of changes in accounting policies due to the adoption of new accounting standards


During the current period, the Company made the changes to its significant accounting policies described in Note 2.4 to the financial statements, as a result of the adoption of revised and new accounting standards. The cumulative effect of the changes in the accounting policies has been separately presented in the statements of changes in shareholders’ equity.

The cumulative effect of the changes in accounting policies due to the adoption of new accounting standards and restatement of the financial statements, on the beginning balance of deficit for 2011 and 2010, comprises:

	                                                                                         (Unit: Thousand Baht)

	
	Consolidated 
	Separate 

	
	financial statements
	financial statements

	
	2011
	2010
	2011
	2010

	Cumulative effect of changes in accounting policies:
	
	

	  Recording of investment properties      at fair value
	(427)
	-
	(427)
	-

	Total
	(427)
	-
	(427)
	-



The amounts of adjustments affecting the statement of financial position as at              31 December 2010 are summarised below.
(Unit: Thousand Baht)
	
	Consolidated financial statements / 

	
	Separate  financial statements

	Statements of financial position  
	

	Increase in investment properties
	188,237

	Decrease in property, plant and equipment
	165,841

	Decrease in non-operating assets
	22,823

	Decrease in revaluaiton surplus on land and building
	96,069

	Decrease in deficit
	95,642


4. 
New accounting standards issued during the period not yet effective



During the current period, the Federation of Accounting Professions issued the below listed new accounting standards that are effective for fiscal years beginning on or after 1 January 2013.

	Accounting Standard Interpretations:

	SIC 10
	Government Assistance - No Specific Relation to Operating Activities

	SIC 21
	Income Taxes - Recovery of Revalued Non-Depreciable Assets

	SIC 25
	Income Taxes - Changes in the Tax Status of an Entity or its Shareholders


5.
Trade accounts receivable

Trade accounts receivable as at 31 March 2011 and 31 December 2010 are below classified by aging:
 (Unit: Thousand Baht)

	
	Consolidated 
	Separate 

	
	financial statements
	financial statements

	
	31 March
	31 December 
	31 March
	31 December 

	
	2011
	2010
	2011
	2010

	Trade accounts receivable - related parties

	Not yet due
	-
	-
	125
	136

	Overdue
	
	
	
	

	
1 - 3 months
	-
	-
	427
	291

	
4 - 6 months
	-
	-
	287
	-

	
Over 12 months
	-
	-
	10,713
	10,713

	Total

	-
	-
	11,552
	11,140

	Less: Allowance for
	
	
	
	

	
Doubtful accounts
	-
	-
	(11,140)
	(11,140)

	Net
	-
	-
	412
	-


(Unit: Thousand Baht)

	
	Consolidated 
	Separate 

	
	financial statements
	financial statements

	
	31             March
	31 December 
	31             March
	31 December 

	
	2011
	2010
	2011
	2010

	Trade accounts receivable - unrelated parties
	
	

	Post dated cheques
	6,315
	11,399
	6,315
	11,399

	Trade accounts receivable
	
	
	
	

	   
Not yet due
	3,365
	2,044
	3,365
	2,044

	   
Past due - Up to 3 months
	6,801
	4,052
	6,801
	4,052

	   
Past due - Over 3 months
	5,953
	7,599
	5,953
	7,599

	Returned cheques
	1,184
	1,474
	1,184
	1,474

	Total

	23,618
	26,568
	23,618
	26,568

	Less: Allowance for doubtful
	
	
	
	

	   accounts
	(1,555)
	(1,591)
	(1,555)
	(1,591)

	Net
	22,063
	24,977
	22,063
	24,977


6.
Finance lease receivables

As at 31 March 2011 and 31 December 2010, the balance of the Company’s finance lease receivables was presented as follows. 
(Unit: Thousand Baht)

	
	Consolidated financial statements / Separate financial statements

	
	31 March            2011
	31 December 2010

	Finance lease receivables
	
	

	
- receivable within 1 year
	14,204
	13,822

	
- 2 to 5 years
	17,972
	20,121

	Total finance lease receivables
	32,176
	33,943

	Less: unearned finance lease income
	(4,158)
	(4,419)

	Total finance lease receivables - net
	28,018
	29,524

	Less: Allowance for doubtful accounts
	(2,239)
	(1,865)

	Net
	25,779
	27,659



As at 31 March 2011 and 31 December 2010, the balance of the finance lease receivables (net of unearned finance lease income) was classified by aging as follows. 

 (Unit: Thousand Baht)

	
	Finance lease receivables - net

	
	31 March         2011
	31 December 2010

	Current
	24,775
	26,481

	Past Due
	
	

	
1 - 3 months
	200
	400

	
4 - 6 months
	600
	600

	
7 - 12 months
	400
	890

	
Over 12 months
	2,043
	1,153

	Total
	28,018
	29,524

	Less: Allowance for doubtful accounts
	(2,239)
	(1,865)

	Net
	25,779
	27,659


7.
Related party transactions

During the periods, the Company and its subsidiaries had significant business transactions with related parties, which have been concluded on commercial terms and bases agreed upon in the ordinary course of business between the Company and those companies, such transactions can be summarised as follows:
 (Unit: Thousand Baht)

	
	Consolidated                     financial statements
	Separate 

financial statements
	

	
	For the three-month
	For the three-month
	

	
	periods ended                    
	periods ended                    
	

	
	31 March
	31 March
	Transfer Pricing Policy

	
	2011
	2010
	2011
	2010
	

	Transactions with subsidiary companies
	
	
	
	

	Sales of goods and services
	-
	-
	393
	370
	Approximate cost

	Interest income
	-
	-
	328
	238
	6.125  percent per annum

	Transactions with related company
	
	
	
	

	Rental expenses
	81
	-
	81
	-
	Contract price



The outstanding balances of the related transactions as at 31 March 2011 and              31 December 2010 have been shown in the statement of financial position as follows: -
(Unit: Thousand Baht)

	
	Consolidated financial 
	Separate financial 

	
	statements
	statements

	
	31              March
	31      December
	31              March
	31      December

	
	2011
	2010
	2011
	2010

	Trade accounts receivable - related parties
	
	
	

	Subsidiaries
	
	
	
	

	StarCom Company Limited
	-
	-
	8,213
	8,213

	My Bus Company Limited
	-
	-
	3,339
	2,927

	Total
	-
	-
	11,552
	11,140

	Less: Allowance for doubtful accounts
	-
	-
	(11,140)
	(11,140)

	Net
	-
	-
	412
	-


(Unit: Thousand Baht)

	
	Consolidated financial 
	Separate financial 

	
	statements
	statements

	
	31              March
	31      December
	31              March
	31      December

	
	2011
	2010
	2011
	2010

	Short-term loans and advances to related parties
	
	
	

	Subsidiaries
	
	
	
	

	StarCom Company Limited
	-
	-
	11,599
	11,298

	My Bus Company Limited
	-
	-
	23,817
	21,797

	Related company
	
	
	
	

	Chaiviboon Intertrade Limited Partnership
	685
	565
	685
	565

	Total
	685
	565
	36,101
	33,660

	Less: Allowance for doubtful accounts
	-
	-
	(22,295)
	(22,295)

	Net
	685
	565
	13,806
	11,365

	Trade accounts payable - related party
	
	
	
	

	Related company
	
	
	
	

	Chaiviboon Intertrade Limited Partnership
	1,720
	2,770
	1,720
	2,770

	Total
	1,720
	2,770
	1,720
	2,770

	Short-term loans and advances from related parties
	
	
	

	Related company
	
	
	
	

	Chaiviboon Intertrade Limited Partnership
	418
	415
	3
	5

	The Company’s director
	9,452
	9,423
	7,850
	7,850

	Total
	9,870
	9,838
	7,853
	7,855

	Long-term loan from related party
	
	
	
	

	Related company
	
	
	
	

	Chaiviboon Intertrade Limited Partnership
	160
	264
	160
	264

	Total
	160
	264
	160
	264


During the current period, the balances of loans to related parties have movements as follows:

(Unit: Thousand Baht)

	
	Separate financial statements

	
	31 December 2010
	Increase
	Decrease
	31 March 2011

	Short-term loans to related parties
	
	
	
	

	Subsidiaries
	
	
	
	

	StarCom Company Limited
	470
	243
	-
	713

	My Bus Company Limited
	20,412
	1,700
	-
	22,112

	Total
	20,882
	1,943
	-
	22,825



Short-term loans to subsidiaries mature at call and carry interest at a rate of 6.125 percent per annum.


Directors and management’s benefits


During the period, the Company and its subsidiaries paid salaries, bonuses, meeting allowances and gratuities to their directors and management recognised as expenses totaling Baht 1.89 million (Separate financial statements: Baht 1.68 million) (31 March 2010: Baht 1.80 million, Separate financial statements: Baht 1.58 million).

8.
Inventories 

As at 31 March 2011 and 31 December 2010, net inventories of the Company and its subsidiary, respectively, include amounts of Baht 94 million and Baht 9 million that are related to the project to upgrade the 470MHz Mobile Telephone Network to CDMA2000 1X. As discussed in Note 15, the upgrade project is currently being negotiated with TOT Plc., a counterparty. 

As at 31 March 2011 and 31 December 2010, such inventories of the Company amounting to Baht 93 million were pledged with a bank to secure the Company’s credit facilities.

Movements in the allowance for diminution in value of inventory account during the three-month period ended 31 March 2011 are summarised below.

(Unit: Thousand Baht)
	
	Consolidated 
	Separate 

	
	financial statements
	financial statements

	Balance as at 1 January 2011
	41,921
	37,224

	Allowance decrease during the period  
	(4,645)
	(4,645)

	Balance as at 31 March 2011
	37,276
	32,579


9.
Assets held for sale


As at 31 March 2011, the assets held for sale are summarsed below.


a)
Machinery with a net book value of Baht 3.74 million for which the Company entered into a sale and purchase agreement with an unrelated company, stipulates a sales value of Baht 3.75 million. Payment was to be made in 5 installments, with the final installment of Baht 3.56 million due in November 2010. However, the Company has not yet received full settlement in accordance with the agreement, and the outstanding balance as at 31 March 2011 was Baht 3.61 million.
b)
Property and plant with a net book value of Baht 24.44 million, for which the Company entered into a sale and purchase agreement with the same unrelated company, stipulate a sales value of Baht 42.90 million. Payment is to be made in 11 installments and the Company will register the transfer of the property to the buyer when it receives the final installment of Baht 40.50 million in July 2011.
c)
Property and plant for which the Company entered into a sale and purchase agreement with an related company, stipulate a sales value of Baht 19.50 million. The buyer will pay Baht 17.00 million when the Company registers the transfer of the property and the remainder will be paid in three installments, within July 2011. Impairment loss as a result of the carrying amount of such property and plant being a total of Baht 0.89 million higher than fair value less costs to sell is recognised in the income statement of the current period.

The Company recorded the initial installment as cash received in advance and presented it as a current liability in the statement of financial position.

10. 
Other current assets

Allowance for impairment loss for other current assets amounted to Baht 2.7 million as of 31 March 2011 and 31 December 2010.

11.
Restricted bank deposits


As at 31 March 2011 and 31 December 2010, the Company and its subsidiary have used bank deposits as security for credit facilities from banks and as a bond for litigation before the court, respectively.
12.
Investments in subsidiary companies
(Unit: Thousand Baht)

	
	
	
	
	Separate financial 

	
	Paid-up
	
	
	statements

	Company’s name
	share capital
	Percentage holding
	Cost method

	
	Million Baht
	31 March
	31 December
	31 March
	31 December

	
	
	2011
	2010
	2011
	2010

	Investments in subsidiary companies
	
	Percent
	Percent
	
	

	StarCom Co., Ltd.
	206
	90.41
	90.41
	144,200
	144,200

	My Bus Co., Ltd.
	32
	95.16
	95.16
	9,173
	9,173

	Total
	
	
	
	153,373
	153,373

	Less: Allowance for loss on diminution in
	
	
	

	
value of investments
	
	(135,905)
	(135,905)

	Net
	
	17,468
	17,468



As at 31 March 2011 and 31 December 2010, the Company had commitments amounting to approximately Baht 55 million in respect of the unpaid shares in My Bus Company Limited.


As at 31 March 2011 and 31 December 2010, the Company had commitments of Baht 66 million in respect of the unpaid portion of the additional shares it would acquire in StarCom Company Limited in accordance with the resolution of the Extraordinary Meeting of the Company’s shareholders held on 26 September 2005.
13.
Investment Properties

Changes in fair value for the three-month period ended 31 March 2011 were as summarised below.
(Unit: Thousand Baht)

	
	Consolidated financial statements / Separate 

	
	financial statements

	1 January 2011
	188,237

	Decrease in fair value during the period
	(1,494)

	Transfer to asset held for sale
	(20,438)

	31 March 2011
	166,305



Majority of investment properties were mortgaged as collateral for short-term and long-term credit facilities granted by commercial banks.
14.
Property, plant and equipment

(Unit: Thousand Baht)
	
	Consolidated 
	Separate 

	
	financial statements
	financial statements

	Cost
	
	

	31 December 2010
	180,390
	111,382

	Acquisitions
	5,508
	5,434

	Disposals / written-off
	(4,811)
	(4,811)

	31 March 2011
	181,087
	112,005



(Unit: Thousand Baht)

	
	Consolidated 
	Separate 

	
	financial statements
	financial statements

	Accumulated depreciation
	
	

	31 December 2010
	75,937
	62,780

	Depreciation during the period
	3,429
	1,719

	Depreciation of disposals / written-off
	(1,879)
	(1,879)

	31 March 2011
	77,487
	62,620

	Net book value
	
	

	31 December 2010
	104,453
	48,602

	31 March 2011
	103,600
	49,385


The Company arranged for an independent professional valuer to appraise the value of land for its office at the end of year 2010, using the market approach. The Company recorded the increase in asset values, totaling approximately Baht 9.2 million, in “Other components of equity” in the statements of changes in shareholders' equity.
Vehicles with net book values of Baht 10 million as at 31 March 2011 (31 December 2010: Baht 1.1 million) are vehicles sold to Chaiviboon Intertrade Limited Partnership (“a related company”) under a sales agreement and then rented back. This related Company has pledged these vehicles to secure the loan it obtained from a financial institution to make downpayment to the Company.

The subsidiary’s vehicles with net book values as at 31 March 2011 of Baht 54.1 million (31 December 2010: Baht 55.7 million) have been pledged to secure the loans it obtained from financial institutions to pay for part of the cost of the buses according to bus sales agreement.

The Company has mortgaged a majority of its land with structures thereon and machinery as collateral for short-term and long-term credit facilities granted by commercial banks.
15.
Network equipment

As at 31 March 2011 and 31 December 2010, network equipment at gross carrying amount before deducting allowance for impairment loss amounting to Baht 351 million is the equipment used for the upgrade of the 470MHz Mobile Telephone Network to CDMA2000 1X in accordance with the contract between the consortium of a subsidiary with Huawei Technologies (Thailand) Co. Ltd., and TOT Plc. The subsidiary decided to suspend the upgrade project, after it received a notification dated 22 January 2007 from the National Telecommunications Commission requesting an explanation of the subsidiary’s upgrade project under the contract with TOT Plc., since it had not received a license to use communications equipment under the CDMA 2000 1X cellular system. In addition, the upgrade project of the subsidiary had been delayed due to a delay in the receipt of a license to import the equipment of TOT Plc. and a license to upgrade the 470MHz Mobile Telephone Network to CDMA2000 1X, in accordance with the contract. The subsidiary had therefore written to TOT Plc. requesting that it cancel the contract, purchase the equipment in which the subsidiary has invested, and pay compensation. TOT Plc. sent a letter to the subsidiary informing it to continue the upgrade project and notifying it of the change of the completion date for the upgrade project to be used for calculating the delay penalty. In addition, TOT Plc. sent the subsidiary another letter informing it that it had not breached the contract and that the subsidiary was not entitled to request that TOT Plc. cancel the contract and purchase of the equipment in which the subsidiary has invested. The subsidiary rejected the revised completion date of the upgrade contract and requested that TOT Plc. reconsider the cancellation of the contract and the purchase of its equipment, since the upgrade contract might be in breach of the Private Sector Participation Act BE 2535. On 14 May 2007, the subsidiary received a letter from the Ministry of Information and Communication Technology, informing it that the matter of whether the Private Sector Participation Act BE 2535 would be breached had been forwarded to the Royal Decree Committee for a decision. Then, on 18 October 2007 the negotiating committee of TOT Plc. and the subsidiary met to determine how to proceed following receipt of a letter from the Royal Decree Committee, dated 5 October 2007, stating that the 28 July 2005 contract to upgrade the 470MHz network, dated after the effective date of the Private Sector Participation Act BE 2535, had the substance of a private sector participation in government business and counterparties should proceed in accordance with such act, and that TOT Plc., as the project owner, should therefore present the project to the Ministry of Information and Communication Technology and the Ministry of Finance for consideration before submitting it to the Cabinet for approval. The negotiating committee of TOT Plc. informed the subsidiary that TOT Plc. would have to notify the relevant agencies and that it expected the process to take more than one year. The subsidiary concluded that it therefore did not intend to fulfill the original contract and proposed to the negotiating committee of TOT Plc. that they consider purchasing all of the subsidiary’s project equipment. The negotiating committee agreed to purchase the equipment relevant to the investment made by the subsidiary to upgrade the CDMA 470MHz Mobile Telephone Network and sub-network. However, the negotiating committee also informed the subsidiary that the conclusions of the meeting represented the opinions of the negotiating committee and would need to be approved by the Board of Directors of TOT Plc. The Royal Decree committee issued a response with respect to the procedure for the termination of the 470MHz Mobile Telephone Network agreement (under the letter number 663/2551), whereby, if TOT Plc. wishes to exercise its right to terminate the agreement or TOT Plc. and the subsidiary agree to terminate the agreement, such termination is to be performed in accordance with the principles and conditions stipulated in the agreement. It is therefore clear that TOT Plc. and the subsidiary can terminate the agreements. The subsidiary subsequently received a letter from TOT Plc. requesting that the subsidiary propose a revised solution. The subsidiary confirmed the previous proposal whereby TOT Plc. would purchase all of the subsidiary’s project equipment. On 21 October 2008, the subsidiary and TOT Plc.’s negotiating committee for the termination of the agreement and the purchase of project equipment agreed and reached a conclusion. The negotiating committee has proposed this conclusion to the Board of Directors of TOT Plc. and it is currently being considered.  

The subsidiary arranged for an independent professional valuer to appraise the value of such network. The subsidiary adjusted the value of inventories to accord with the appraised value and recorded allowance for impairment loss on network equipment of Baht 139 million, as expenses in the income statement of prior years.
16.
Intangible assets


Movements of the intangible assets during the three-month period ended 31 March 2011 were summarised below.

(Unit: Thousand Baht)
	
	Consolidated 
	Separate 

	
	financial statements
	financial statements

	Net book value as at 1 January 2011
	13,049
	462

	Amortisation for period
	(476)
	(57)

	Net book value as at 31 March 2011
	12,573
	405


17.
Other non-current assets


As at 31 March 2011 and 31 December 2010, allowance for impairment loss on deposit for payphones was Baht 93 million. This deposit was paid in accordance with a purchase agreement with a foreign company and related to the upgrade of the 470MHz Mobile Telephone Network to CDMA2000 1X project. As discussed in Note 15, the upgrade project is the subject of negotiations with TOT Plc., the counterparty.
18.
Bank overdrafts and short-term loans from banks

Bank overdrafts and short-term loans from banks are secured by the mortgage of majority of the Company’s land with structures thereon and machinery, non-operating assets and part of its inventories. Short-term loans from banks are guaranteed by certain director of the Company.
19.
Trade account payable - unrelated parties and accrued expense

As at 31 March 2011, a subsidiary had a trade account payable and an accrued expense amounting to Baht 149 million and Baht 33 million, respectively (31 December 2010: Baht 148 million and Baht 33 million, respectively). These were debts under the agreement to purchase equipment related to the upgrade of the 470MHz Mobile Telephone Network to CDMA2000 1X project. However, the Company had no guaranty for this agreement.
20.
Long-term loans

In December 2010, the Company entered into a memorandum to restructure debts with a bank, whereby the Company is to pay principal and accrued interest within November 2011 and the bank will forgive accrued interest amounting to Baht 2.3 million that the Company recorded in the statements of financial position, provided that the Company can comply with all conditions.


In March 2011, the Company entered into a memorandum to restructure debt with another bank, whereby the Company is to pay principal amounting to Baht 55.4 million and accrued interest on monthly basis. The first payment is due in March 2011 and the last in February 2016. The bank will forgive related accrued interest amounting to Baht 6.7 million, which the Company has recorded in the statements of financial position, when the Company completes settlement in accordance with the agreed terms.

21.
Corporate income tax


Corporate income tax of the Company and its subsidiaries has been calculated at the rates of 30 percent, on the income (loss) after adding back disallowable expenses in tax computation purposes, deducting accumulated tax loss brought forward from previous years.
22.
Earnings per share


Basic earnings per share is calculated by dividing profit or loss for the period attributable to equity holders of the Company (excluding other comprehensive income) by the weighted average number of ordinary shares in issue during the year.

23.
Foreign currency risk

The Company and its subsidiaries have a significant foreign currency risk in respect of the purchase of goods and equipment. 


The significant balances of financial assets and liabilities denominated in foreign currencies as at 31 March 2011 are summarised below. 

	
	Financial
	Financial
	Average exchange rate

	Foreign currency
	assets
	liabilities
	as at 31 March 2011

	
	(Million)
	(Million)
	(Baht per 1 foreign currency unit)

	US dollar
	-
	6.80
	30.4348


24.
Fair values of financial instruments


As the majority of the Company and its subsidiaries’ financial assets and liabilities are short-term in nature and the loans carry interest at rates close to current market rates, their fair value is not expected to be materially different from the amounts presented in the statement of financial position, except for the loans from unrelated party that carry interest at fixed rates and are long-term in nature, of which the fair value is as follows.
 (Unit: Million Baht)

	
	Book value
	Fair value

	Other long-term loans
	7.8
	6.9


25.
Commitment and contingent liabilities
25.1
Operating lease commitments and service agreements

The Company and its subsidiaries have entered into several lease agreements in respect of the lease of land and service agreements. The terms of the agreements are generally between 1 and 4 years. 

As at 31 March 2011, future minimum lease payments required under these non-cancellable operating lease contracts and service agreements were as follows.

	Payable within:
	Million Baht

	1 year
	2.9

	2 to 4 years
	0.8


25.2
Commitment in respect of purchase of finished goods and equipment

As at 31 March 2011 and 31 December 2010, the Company and its subsidiary had commitment in respect of purchase of finished goods and equipment of approximately USD 39 million.

25.3
Guarantees

a)
As at 31 March 2011 and 31 December 2010, there were outstanding bank guarantees of Baht 11.2 million issued by the banks on behalf of the Company and its subsidiaries in respect of certain performance bonds as required in the normal course of business.

b)
As at 31 March 2011 and 31 December 2010, the Company provided guarantees for letters of guarantee amounting to Baht 10 million issued by bank on behalf of a subsidiary company. The guarantees place obligations on the Company until such time as the subsidiary company completes compliance with conditions under equipment sales agreements.

25.4
Contingent liabilities


On 28 July 2005, a subsidiary and Huawei Technologies (Thailand) Co. Ltd. were selected by TOT Plc. to upgrade the 470MHz Mobile Telephone Network from the old technology (NMT) to a new technology (CDMA2000 1X). Under the contract, the subsidiary was to complete the upgrade of the network within 29 January 2006, with a Baht 100,000 penalty payable daily from this deadline until the completion date if the work was not completed, unless the delay was not due to any fault of the subsidiary. 
The subsidiary was unable to import the equipment required for the upgrade project until 16 December 2005, when it received a license to import such equipment from the National Telecommunications Commission. Subsequently, on 4 January 2007, the subsidiary received notification of a penalty of Baht 33.6 million from TOT Plc. since the subsidiary had been unable to complete the upgrade of the network within the deadline and TOT Plc. had not received any documentary evidence from the subsidiary for use in considering granting an extension of the deadline. The subsidiary sent a letter to TOT Plc. dated 25 January 2007 refusing to pay such penalty because the subsidiary had not breached the contract and the delay was not the fault of the subsidiary. Subsequently, on 26 January 2007, the subsidiary sent a letter asking TOT Plc. to consider cancelling the agreement and purchasing the equipment in which the subsidiary had invested. On 15 February 2007, TOT Plc. sent a letter notifying the subsidiary of the submission of the license to install the station and use communications equipment. The subsidiary sent a letter to TOT Plc. dated 22 February 2007 informing it of the details of losses incurred as a result of its investment in network and equipment. TOT Plc. then notified the subsidiary of a change of the completion date for the upgrade project and informing it to continue the upgrade project and perform in accordance with the contract. A Baht 100,000 penalty is payable daily from the changed completion date of 2 May 2007 until the actual completion date. Subsequently, on 30 March 2007 TOT Plc. sent a letter notifying the subsidiary that it was not in breach of contract and that the subsidiary was not entitled to request that TOT Plc. cancel the contract, purchase the equipment and pay compensation, and the subsidiary should comply with the conditions under the contract. The subsidiary subsequently sent a letter on 4 April 2007 rejecting the revised completion date of the upgrade contract and requesting that TOT Plc. reconsider the cancellation of the contract and the purchase of its equipment. In addition, the subsidiary sent a letter dated 23 April 2007 to the Ministry of Information and Communication Technology requesting that it consider a review that the contract maybe conflict with the Private Sector Participation Act BE 2535. On 14 May 2007, the subsidiary received a letter from the Ministry of Information and Communication Technology, informing it that the matter of whether the Private Sector Participation Act BE 2535 would be breached had been forwarded to the Royal Decree Committee for a decision. Then, on 18 October 2007 the negotiating committee of TOT Plc. and the subsidiary met to determine how to proceed following receipt of a letter from the Royal Decree Committee, dated 5 October 2007, stating that the 28 July 2005 contract to upgrade the 470 MHz  network,  dated  after  the  effective  date  of  the Private Sector Participation Act BE 2535, had the substance of a private sector participation in government business and counterparties should proceed in accordance with such act, and that TOT Plc., as the project owner, should therefore present the project to the Ministry of Information and Communication Technology and the Ministry of Finance for consideration before submitting it to the Cabinet for approval. The negotiating committee of TOT Plc. informed the subsidiary that TOT Plc. would have to notify the relevant agencies and that it expected the process to take more than one year. The subsidiary concluded that it therefore did not intend to fulfill the original contract and proposed to the negotiating committee of TOT Plc. that they consider purchasing all of the subsidiary's project equipment. The negotiating committee agreed to purchase the equipment relevant to the investment made by the subsidiary to upgrade the CDMA 470 MHz Mobile Telephone Network and sub-network. However, the negotiating committee also informed the subsidiary that the conclusions of the meeting represented the opinions of the negotiating committee and would need to be approved by the Board of Directors of TOT Plc. The Royal Decree committee issued a response with respect to the procedure for the termination of the 470MHz Mobile Telephone Network agreement (under the letter number 663/2551), whereby, if TOT Plc. wishes to exercise its right to terminate the agreement or TOT Plc. and the subsidiary agrees to terminate the agreement, such termination is to be performed in accordance with the principles and conditions stipulated in the agreement. It is therefore clear that TOT Plc. and the subsidiary can terminate the agreements. The subsidiary subsequently received a letter from TOT Plc. requesting that the subsidiary propose a revised solution. The subsidiary confirmed the previous proposal whereby TOT Plc. would purchase all of the subsidiary’s project equipment. On 21 October 2008, the subsidiary and TOT Plc.’s negotiating committee for the termination of the agreement and the purchase of project equipment agreed and reached a conclusion. The negotiating committee has proposed this conclusion to the Board of Directors of TOT Plc. and it is currently being considered.
26.
Financial information by segment


The financial information by business segment, which comprises the distribution of NGV car business segment, and the telecommunications service business segment, bus service operator segment, distribution of consumer products segment and the provision of warehouse services and other segments for the three-month periods ended 31 March 2011 and 2010 is as follows:
(Unit: Million Baht)
	
	Consolidated financial statements

	
	For the three-month periods ended 31 March

	
	Distribution
	
	
	
	
	Provision for
	
	
	

	
	of NGV car
	
	Bus service
	Distribution of
	warehouse
	
	Elimination of
	

	
	and gas tank
	Telecommunications
	operator
	consumer
	service
	
	inter-segment
	Consolidated

	
	segment
	service segment
	segment
	products segment
	segments
	Other segments
	revenues
	Total

	
	2011
	2010
	2011
	2010
	2011
	2010
	2011
	2010
	2011
	2010
	2011
	2010
	2011
	2010
	2011
	2010

	Sales and service income
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	    - External customer
	17
	12
	-
	-
	5
	6
	41
	5
	2
	-
	2
	2
	-
	-
	67
	25

	    - Inter-segment revenues
	-
	-
	-
	-
	-
	-
	-
	-
	-
	-
	-
	-
	-
	-
	-
	-

	Total revenues
	17
	12
	-
	-
	5
	6
	41
	5
	2
	-
	2
	2
	-
	-
	67
	25

	Segment operating profit or loss
	(2)
	(8)
	(1)
	6
	(1)
	(1)
	9
	(2)
	-
	-
	-
	-
	-
	-
	5
	(5)

	Unallocated income (expenses):
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	    Other income
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	2
	1

	    Loss from sale of assets
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	(3)
	-

	    Other expenses
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	-
	(1)

	    Financial expenses
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	(6)
	(6)

	Profit or loss
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	(2)
	(11)



The Company and its subsidiaries have applied the pricing policies described in Note 7 to set the transfer prices.
27.
Approval of interim financial statements

These interim financial statements were authorised for issue by the Company’s Board of Directors on 13 May 2011.
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