(Unaudited but reviewed)


Karmarts Public Company Limited and its subsidiaries
Notes to interim financial statements

For the three-month and six-month periods ended 30 June 2012 and 2011
1.
Corporate information

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

2.
Basis of preparation and accounting policies

2.1
Basis for the preparation of interim financial statements

These interim financial statements have been prepared in accordance with Accounting Standard 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.


These 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. This interim financial information 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 interim financial statements are prepared by applying the same basis as that applied for the preparation of the consolidated financial statements for the year ended 31 December 2011, with no changes in the structure of shareholding in subsidiaries during the period.

Material balances and transactions between the Company and its subsidiaries have been eliminated from the consolidated financial statements.

2.3
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 2011.
3.
New accounting standards issued during the period and not yet effective


During the period, the Federation of Accounting Professions issued the financial reporting standard TFRS 8: Operating Segments, which is effective for fiscal years beginning on or after 1 January 2013.


The Company’s management believes that this financial reporting standard will not have any significant impact on the financial statements when it is initially applied.

4.
Trade and other receivables 

(Unit: Thousand Baht)

	
	Consolidated financial statements
	Separate financial statements

	
	30 June      
	31 December 
	30 June      
	31 December 

	
	2012
	2011
	2012
	2011

	Trade accounts receivable - related parties

	Aged on the basis of due dates
	
	
	
	

	Not yet due
	-
	-
	177
	-

	Past due 1 - 3 months
	-
	-
	355
	444

	Past due 4 - 6 months
	-
	-
	362
	753

	Past due 7 - 12 months
	-
	-
	1,161
	772

	Past due over 12 months
	-
	-
	11,761
	11,135

	Total
	-
	-
	13,816
	13,104

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

	Net
	-
	-
	2,676
	1,964


 (Unit: Thousand Baht)

	
	Consolidated                    financial statements
	Separate                               financial statements

	
	30 June      
	31 December 
	30 June      
	31 December 

	
	2012
	2011
	2012
	2011

	Trade accounts receivable - unrelated parties
	
	
	
	

	Aged on the basis of due dates
	
	
	
	

	Post dated cheques
	3,459
	5,957
	3,459
	5,957

	Not yet due
	34,785
	11,576
	34,785
	11,576

	Past due - Up to 3 months
	13,065
	6,355
	13,065
	6,355

	Past due - Over 3 months
	2,691
	986
	2,691
	986

	Returned cheques
	554
	460
	554
	460

	Total

	54,554
	25,334
	54,554
	25,334

	Less: Allowance for doubtful accounts
	(1,189)
	(1,009)
	(1,189)
	(1,009)

	Net
	53,365
	24,325
	53,365
	24,325

	Other receivables 
	
	
	
	

	Advances - related parties
	385
	385
	15,610
	14,635

	Other receivable - related party
	-
	1,000
	-
	1,000

	Others
	17,820
	15,739
	17,733
	15,629

	Total
	18,205
	17,124
	33,343
	31,264

	Less: Allowance for doubtful account
	-
	-
	(6,964)
	(6,992)

	Net
	18,205
	17,124
	26,379
	24,272

	Trade and other receivables - net
	71,570
	41,449
	82,420
	50,561


5.
Finance lease receivables
(Unit: Thousand Baht)

	
	Consolidated financial statements / Separate financial statements

	
	30 June                   2012
	31 December 2011

	Finance lease receivables
	
	

	- receivable within 1 year
	3,284
	4,846

	- 2 to 5 years
	2,793
	632

	Total finance lease receivables
	6,077
	5,478

	Less : unearned finance lease income
	(753)
	(264)

	Total finance lease receivables -net
	5,324
	5,214

	Less: Allowance for doubtful accounts
	(1,184)
	(1,184)

	Net
	4,140
	4,030



As at 30 June 2012 and 31 December 2011, 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

	
	30 June                    2012
	31 December 2011

	Current
	4,221
	4,111

	Past due over 12 months
	1,103
	1,103

	Total
	5,324
	5,214

	Less: Allowance for doubtful accounts
	(1,184)
	(1,184)

	Net
	4,140
	4,030


6.
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                    
	

	
	30 June
	30 June
	Transfer Pricing Policy

	
	2012
	2011
	2012
	2011
	

	Transactions with subsidiary companies
	
	
	
	

	Sales of goods and services
	-
	-
	438
	332
	Approximate cost

	Interest income
	-
	-
	195
	362
	6.125  percent per annum

	Transactions with related company
	
	
	
	

	Rental expenses
	114
	81
	114
	112
	Contract price



(Unit: Thousand Baht)

	
	Consolidated                     financial statements
	Separate 

financial statements
	

	
	For the six-month
	For the six-month
	

	
	periods ended                    
	periods ended                    
	

	
	30 June
	30 June
	Transfer Pricing Policy

	
	2012
	2011
	2012
	2011
	

	Transactions with subsidiary companies
	
	
	
	

	Sales of goods and services
	-
	-
	665
	725
	Approximate cost

	Interest income
	-
	-
	993
	690
	6.125  percent per annum

	Transactions with related company
	
	
	
	

	Rental expenses
	227
	193
	227
	193
	Contract price



The outstanding balances of the related transactions as at 30 June 2012 and              31 December 2011 have been shown in the statement of financial position as follows: -

(Unit: Thousand Baht)

	
	Consolidated financial 
	Separate financial 

	
	statements
	statements

	
	30 June 2012
	31 December 2011
	30 June 2012
	31 December 2011

	Trade and other receivables - related parties
	
	
	

	Subsidiaries
	-
	-
	29,041
	27,354

	Related company (director and 
	
	
	
	

	   shareholder have a relationship)
	-
	1,000
	-
	1,000

	Related company (related by means of
	
	
	
	

	   sharing director and shareholder)
	385
	385
	385
	385

	Total
	385
	1,385
	29,426
	28,739

	Less: Allowance for doubtful debts
	-
	-
	(18,104)
	(18,132)

	Net
	385
	1,385
	11,322
	10,607

	Short-term loan to related parties
	
	
	

	Subsidiaries
	-
	-
	32,867
	33,128

	Less: Allowance for doubtful debts
	-
	-
	(20,412)
	(20,882)

	Net
	-
	-
	12,455
	12,246


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

(Unit: Thousand Baht)

	
	Separate financial statements

	
	31 December 2011
	Increase
	Decrease
	Allowance for doubtful accounts
	30 June    2012

	Short-term loans to related parties
	
	
	
	

	Subsidiaries
	
	
	
	
	

	StarCom Company Limited
	2,056
	216
	(2,007)
	-
	265

	My Bus Company Limited
	31,072
	1,530
	-
	(20,412)
	12,190

	Total
	33,128
	1,746
	(2,007)
	(20,412)
	12,455



Short-term loans to such subsidiaries mature at call and carry interest at rates of 0 percent and 6.125 percent per annum, respectively.

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 5.8 million (Separate financial statements: Baht 5.6 million) (30 June 2011: Baht 4.2 million, Separate financial statements: Baht 3.2 million).

7.
Inventories 

As at 30 June 2012 and 31 December 2011, net inventories of the Company and its subsidiary, respectively, include amounts of Baht 97 million and Baht 11 million that are related to the project to upgrade the 470MHz Mobile Telephone Network to CDMA2000 1X. As discussed in Note 13, the upgrade project is currently being considered by Central Administrative Court. 


Movements in the allowance for reducing cost of inventories to net realisable value during the six-month period ended 30 June 2012 are summarised below.

 (Unit: Thousand Baht)
	
	Consolidated 
	Separate 

	
	financial statements
	financial statements

	Balance as at 1 January 2012
	33,107
	28,750

	Reverse allowance for reduce cost of inventories
	
	

	
to net realisable value  
	(58)
	(58)

	Balance as at 30 June 2012
	33,049
	28,692


8. 
Other current assets


Allowance for impairment loss on other current assets amounted to Baht 2.7 million as of 30 June 2012 and 31 December 2011.

9.
Restricted bank deposits


As at 30 June 2012 and 31 December 2011, 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.
10.
Investments in subsidiary companies
(Unit: Thousand Baht)

	
	
	
	Separate financial

	
	Paid-up
	Percentage
	statements

	Company’s name
	share capital
	holding
	Cost method

	
	Million Baht
	Percent
	30 June      2012
	31 December 2011

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

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

	Total
	
	
	153,373
	153,373

	Less: Allowance for loss on impairment of investments
	(148,281)
	(148,281)

	Net
	
	
	5,092
	5,092



As at 30 June 2012 and 31 December 2011, the Company had commitments amounting to approximately Baht 55 million in respect of the unpaid shares in My Bus Company Limited.


As at 30 June 2012 and 31 December 2011, the Company had commitments of Baht 66 million in respect of the unpaid portion of the additional shares it is acquiring in StarCom Company Limited in accordance with the resolution of the Extraordinary Meeting of the Company’s shareholders held on 26 September 2005.

11.
Investment Properties

Changes in fair value for the six-month period ended 30 June 2012 were as summarised below.

(Unit: Thousand Baht)

	
	Consolidated financial statements / Separate 

	
	financial statements

	1 January 2012
	162,000

	Decrease in fair value during the period
	(2,749)

	30 June 2012
	159,251



Majority of investment properties were mortgaged as collateral for short-term and long-term credit facilities granted by commercial banks.
12.
Property, plant and equipment

(Unit: Thousand Baht)
	
	Consolidated 
	Separate 

	
	financial statements
	financial statements

	Cost
	
	

	1 January 2012
	194,968
	125,882

	Acquisitions
	19,218
	19,212

	Disposals / write-off
	(6,860)
	(6,831)

	30 June 2012
	207,326
	138,263

	Accumulated depreciation
	
	

	1 January 2012
	89,720
	69,707

	Depreciation during the period
	8,537
	5,143

	Depreciation of disposals / write-off
	(3,915)
	(3,887)

	30 June 2012
	94,342
	70,963

	Net book value
	
	

	1 January 2012
	105,248
	56,175

	30 June 2012
	112,984
	67,300



The Company arranged for an independent professional valuer to appraise the value of the land for its office at the end of year 2010. The land was revalued using the market approach. The Company recorded the increase in asset values, totaling of approximately Baht 9 million, in “Gain on revaluation of land” in statements of comprehensive income.


The subsidiary's vehicles with net book values as of 30 June 2012 of Baht 46 million (31 December 2011: Baht 49 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.


As at 30 June 2012, the Company had vehicles under finance lease agreements with net book values amounting to Baht 11 million.

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.

13.
Network equipment


As at 30 June 2012 and 31 December 2011, 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 selected by 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 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. for approval and further action. Later, in July 2011, the subsidiary filed a lawsuit with the Central Administrative Court, seeking to have the court order TOT Plc. to pay the amount previously negotiated for the network equipment.

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 154 million, as expenses in the income statement of prior years.
14.
Intangible assets


Movements of the intangible assets during the six-month period ended 30 June 2012 were summarised below.

(Unit: Thousand Baht)
	
	Consolidated 
	Separate 

	
	financial statements
	financial statements

	Net book value as at 1 January 2012
	11,222
	333

	Acquisitions
	200
	200

	Amortisation during the period
	(956)
	(110)

	Net book value as at 30 June 2012
	10,466
	423


15.
Other non-current assets


As at 30 June 2012 and 31 December 2011, 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 13, the upgrade project is under consideration by Central Administrative Court.
16.
Bank overdrafts and short-term loans from banks

Bank overdrafts and short-term loans from banks are secured by the mortgage of the Company’s land with structures thereon, majority of machinery, investment properties and part of its inventories. Short-term loans from banks are guaranteed by certain director of the Company.
17.
Trade and other payables


As at 30 June 2012 and 31 December 2011, a subsidiary had a trade and other payable amounting to Baht 191 million. This was debt 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.
18.
Long-term loans
(Unit: Thousand Baht)
	Interest rate (percent)
	Repayment schedule
	Consolidated financial statements / Separate financial statements

	
	
	30 June             2012
	31 December 2011

	MLR per annum
	Repayable in monthly
	
	

	
	   installment until 2016
	39,491
	47,018

	Less: Current portion
	
	(15,859)
	(15,282)

	Long-term loans - net 
	23,632
	31,736



The outstanding loan is subject to certain covenants and restrictions, relating to matters such as the shareholding of key shareholders and the maintenance of certain financial ratio. The loan is guaranteed by the Company's director and the mortgage of the Company's investment properties.

19.
Reduce share capital with deficit  


On 15 December 2011, an extraordinary meeting of the shareholders passed a resolution to approve a decrease of Baht 240 million in the Company’s registered and fully paid-up capital, to Baht 360 million, by reducing the par value of the shares from Baht 1.00 to Baht 0.60 each. The decrease of Baht 240 million in share capital, Baht 4.6 million in the statutory reserve, and Baht 165.3 million in share premium, based on the Company’s statement of financial position as of 30 September 2011, will be used to offset Baht 394.7 million in the Company's unappropriated deficit. This decrease does not affect the existing shares. The Company completed the process on 28 February 2012.
20.
Dividends

	Dividends
	Approved by
	Total dividends                           (Thousand Baht)
	Dividend per share
(Baht)

	Interim dividends for 2012
	Board of Directors’ meeting on 23 February 2012
	30,000
	0.05


21.
Statutory reserve


Pursuant to Section 116 of the Public Limited Companies Act B.E. 2535, the Company is required to set aside to a statutory reserve at least 5 percent of its net profit after deducting accumulated deficit brought forward (if any), until the reserve reaches 10 percent of the registered capital. The statutory reserve is not available for dividend distribution.

22.
Corporate income tax


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

The Company is not liable to corporate income tax for the period due to tax loss brought forward.

23.
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 period.

24.
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 30 June 2012 are summarised below. 

	
	Financial
	Financial
	Average exchange rate

	Foreign currency
	assets
	liabilities
	as at 30 June 2012

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

	US dollar
	-
	9.2
	31.9651


25.
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
	5.1
	4.7


26.
Commitment and contingent liabilities
26.1
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 30 June 2012, future minimum lease payments required under these non-cancellable operating lease contracts and service agreements were as follows.

	Payable within:
	Million Baht

	1 year
	4.3

	2 to 4 years
	0.4


26.2
Commitment in respect of purchase of finished goods and capital expense

As at 30 June 2012 and 31 December 2011, the Company and its subsidiary had commitment in respect of purchase of finished goods and equipment of approximately USD 39 million.

26.3
Guarantees

a) 
As at 30 June 2012 and 31 December 2011, there were outstanding bank guarantees of Baht 11 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 30 June 2012 and 31 December 2011, 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.

26.4
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 on 22 March 2007 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 conflicts 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 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. Later, in July 2011, the subsidiary filed a lawsuit with the Central Administrative Court, seeking to have the court order TOT Plc. to pay the amount previously negotiated for the network equipment.

27.
Financial information by segment


The financial information by business segment, which comprises the distribution of consumer products segment, distribution of NGV car business segment, the telecommunications service business segment, bus service operator segment, and the provision of warehouse services and other segments for the three-month and six-month periods ended 30 June 2012 and 2011 is as follows:
(Unit: Million Baht)
	
	Consolidated financial statements

	
	For the three-month periods ended 30 June

	
	
	Distribution
	
	
	Provision for
	
	
	

	
	Distribution of
	of NGV car
	
	Bus service
	warehouse
	
	Elimination of
	

	
	consumer
	and gas tank
	Telecommunications
	operator
	service
	
	inter-segment
	Consolidated

	
	products segment
	segment
	service segment
	segment
	segments
	Other segments
	revenues
	Total

	
	2012
	2011
	2012
	2011
	2012
	2011
	2012
	2011
	2012
	2011
	2012
	2011
	2012
	2011
	2012
	2011

	Sales and service income
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	    - External customer
	152
	65
	-
	14
	-
	-
	4
	1
	7
	7
	-
	1
	-
	-
	163
	88

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

	Total revenues
	152
	65
	-
	14
	-
	-
	4
	1
	7
	7
	-
	1
	-
	-
	163
	88

	Segment operating profit or loss
	46
	27
	-
	4
	(6)
	1
	-
	(1)
	3
	2
	-
	-
	-
	-
	43
	33

	Unallocated income (expenses):
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	    Other income
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	2
	-

	    Gain (loss) from sale of assets
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	2
	(1)

	    Other expense
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	-
	(4)

	    Financial expenses
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	(4)
	(5)

	Profit or loss
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	43
	23


(Unit: Million Baht)
	
	Consolidated financial statements

	
	For the six-month periods ended 30 June

	
	
	Distribution
	
	
	Provision for
	
	
	

	
	Distribution of
	of NGV car
	
	Bus service
	warehouse
	
	Elimination of
	

	
	consumer
	and gas tank
	Telecommunications
	operator
	service
	
	inter-segment
	Consolidated

	
	products segment
	segment
	service segment
	segment
	segments
	Other segments
	revenues
	Total

	
	2012
	2011
	2012
	2011
	2012
	2011
	2012
	2011
	2012
	2011
	2012
	2011
	2012
	2011
	2012
	2011

	Sales and service income
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	    - External customer
	299
	106
	2
	31
	-
	-
	8
	6
	14
	9
	1
	3
	-
	-
	324
	155

	    - Inter-segment revenues
	-
	-
	-
	-
	-
	-
	-
	-
	-
	-
	1
	-
	(1)
	-
	(1)
	-

	Total revenues
	299
	106
	2
	31
	-
	-
	8
	6
	14
	9
	2
	3
	(1)
	-
	323
	155

	Segment operating profit or loss
	96
	36
	(1)
	2
	(1)
	-
	-
	(2)
	6
	2
	-
	-
	-
	-
	100
	38

	Unallocated income (expenses):
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	    Other income
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	4
	2

	    Gain (loss) from sale of assets
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	1
	(4)

	    Other expense
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	-
	(4)

	    Financial expenses
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	(7)
	(11)

	Profit or loss
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	98
	21



The Company and its subsidiaries have applied the pricing policies described in Note 6 to set the transfer prices.
28.
Event after the reporting period

On 10 August 2012, the Company's Board of Directors meeting passed a resolution to approve the payment of an interim dividend of Baht 0.05 per share, from the operating results of the second quarter of 2012, or a total of Baht 30 million. The dividend payment will be made on 5 September 2012.
29.
Approval of interim financial statements

These interim financial statements were authorised for issue by the Company’s Board of Directors on 10 August 2012.
1
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