Karmarts Public Company Limited 

(formerly known as "Distar Electric Corporation Public Company Limited")
Notes to consolidated financial statements

For the years ended 31 December 2011 and 2010
1.
General information

1.1
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 NGV cars, telecommunications equipment and consumer products, 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.

The Company registered the change of its name with the Ministry of Commerce on        29 April 2011.
1.2
Estimation of recoverable amount of assets

On 10 January 2011 and 12 January 2011, the Company and a subsidiary arranged for an independent professional valuer to re-appraise the value of equipment and the inventories related to the upgrade of the mobile telephone network infrastructure to CDMA2000 1X system project. The valuation was made to provide the management of the Company and subsidiary with a market value to propose the selling price of the assets to unrelated parties. The Company and subsidiary adjusted the value of the assets in accordance with the new appraised values. Additional adjustments from the year 2009 value, made to the year 2010 financial statements, can be summarised as follows.
	 (Unit: Million Baht)

	
	Consolidated financial statements
	Separate financial statements

	Reduce cost of inventories to net realisable value
	7.2
	6.5

	Loss on impairment of network equipment
	13.1
	                  -

	Total
	20.3
	6.5



On 19 December 2011, the Company and its subsidiary arranged for an independent professional valuer to re-appraise the value of the equipment and inventories related to the upgrade of such network. The valuation was made to provide the management of the Company and subsidiary with a market value to propose the selling price of the assets to unrelated parties. The Company and subsidiary adjusted the value of the assets in accordance with the new appraised values. Additional adjustments from the year 2010 value, made to the year 2011 financial statements, can be summarised as follows.

	 (Unit: Million Baht)

	
	Consolidated financial statements
	Separate financial statements

	Reduce cost of inventories to net realisable value 
	
	

	   (reversal)
	(3.4)
	(3.1)

	Loss on impairment of network equipment
	15.0
	                  -

	Total
	11.6
	(3.1)


2.
Basis of preparation

2.1
The financial statements have been prepared in accordance with accounting standards enunciated under the Accounting Professions Act B.E. 2547 and their presentation has been made in compliance with the stipulations of the Notification of the Department of Business Development dated 28 September 2011, issued under the Accounting Act B.E. 2543.

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


The financial statements have been prepared on a historical cost basis except where otherwise disclosed in the accounting policies.

2.2
Basis of consolidation


a)
The consolidated financial statements include the financial statements of the Company and the following subsidiary companies.
	
	
	Percentage of
	

	
	
	shareholding in
	Country of

	Company’s name
	Nature of business
	shareholders’ list
	incorporation

	
	
	2011
	2010
	

	
	
	Percent
	Percent
	

	StarCom Co., Ltd.
	Telecommunications business
	70.00
	70.00
	Thailand

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



b)
Subsidiaries are fully consolidated, being the date on which the Company obtains control, and continue to be consolidated until the date when such control ceases.


c)
The financial statements of the subsidiaries are prepared using the same significant accounting policies as the Company.

d)
Material balances and transactions between the Company and its subsidiary companies have been eliminated from the consolidated financial statements. 


e)
Non-controlling interests represent the portion of profit or loss and net assets of the subsidiaries that are not held by the Company and are presented separately in the consolidated profit or loss and within equity in the consolidated statement of financial position. 

2.3
The separate financial statements, which present investments in subsidiaries under the cost method, have been prepared solely for the benefit of the public.

3.
Adoption of new accounting standards during the year

During the current year, 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, except for the following accounting standards.


TAS 19 Employee Benefits

This accounting standard requires employee benefits to be recognizes 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 recognize the liability in the transition period immediately as an expense in profit or loss for the year. The change has the effect of decreasing the profit of the Company and its subsidiaries for the year ended 31 December 2011 by Baht 3.9 million, or 0.01 Baht per share (Separate financial statements: decreasing profit by Baht 3.9 million, or 0.01 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.  
4. 
New accounting standards issued during the years not yet effective



The Federation of Accounting Professions issued the following new/revised accounting standards that are effective for fiscal years beginning on or after 1 January 2013.


Accounting standards:
	TAS 12 
	Income Taxes

	TAS 20 (revised 2009)
	Accounting for Government Grants and Disclosure of Government Assistance

	TAS 21 (revised 2009)
	The Effects of Changes in Foreign Exchange Rates

	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




The Company’s management believes that these accounting standards will not have any significant impact on the financial statements for the year when they are initially applied, except for the following accounting standards. 


TAS 12 Income Taxes


This accounting standard requires an entity to identify temporary differences, which are differences between the carrying amount of an asset or liability in the accounting records and its tax base, and to recognise deferred tax assets and liabilities under the stipulated guidelines.


At present, the management is evaluating the impact on the financial statements in the year when this standard is adopted. 
5.
Cumulative effect of changes in accounting policies due to the adoption of new accounting standards


During the current year, the Company made the changes to its significant accounting policies described in Note 3 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 revaluation surplus on land and building
	96,069

	Decrease in deficit
	95,642


6.
Significant accounting policies

6.1
Revenues recognition



Sales of goods



Sales of goods are recognised when the significant risks and rewards of ownership of the goods have passed to the buyer. Sales are the invoiced value, excluding value added tax, of goods supplied after deducting discounts and allowances.



Interest income on financial leases



In recognising revenue from hire purchase and financial leases contracts, the Company recognised profit on differences between the cash sales price and the cost of the goods as income in full in the year the agreement is executed and it received the first installment, and recognised the interest element (which represents the difference between the cash price and the financial leases price) over the period of payment, using the annuity method, with interest income recognised when the installments fall due irrespective of when actual collection is made. Recognition of interest income ceases for hire purchase and financial leases receivables which are overdue by more than 3 installments.



Rendering of services



Service revenue is recognised when services have been rendered taking into account the stage of completion.



Since April 2010, the subsidiary has recognised income from bus service operations at the net value that the subsidiary has received in accordance with the agreements to share income that the subsidiary made with its bus staffs.



Rental income



Rental income arising from operating leases on properties is accounted for on a straight-line basis over the lease terms and treated as revenue earned in the ordinary course of business.
6. 2
Cash and cash equivalents



Cash and cash equivalents included cash in hand and at bank, and all highly liquid investments with an original maturity of three months or less and not subject to withdrawal restriction.

6.3
Trade accounts receivable



Trade accounts receivable are stated at the net realisable value. Allowance for doubtful accounts is provided for the estimated losses that may be incurred in collection of receivables. The allowance is generally based on collection experience and analysis of debt aging.

6.4

Finance lease receivables



Hire purchase and finance lease receivables are stated at net realisable value, which consists of the contract value of the hire purchase net of unearned finance lease income. Allowance for doubtful accounts is provided for the estimated collection losses that may be incurred in collection of receivables. 

6.5
Inventories



Finished goods are valued at the lower of cost (first-in, first-out method) and net realisable value. Work in process is valued at the lower of average cost and net realisable value. Cost of finished goods and work in process include all production costs and attributable factory overheads.



Raw materials and other materials are valued at the lower of average cost and net realisable value and are charged to production costs whenever consumed.



Allowance for diminution in value of inventory is made for damaged, slow-moving and obsolete stocks.

6.6
Investments 



Investment in subsidiary is accounted for in the separate financial statements using the cost method.



The weighted average method is used for computation of the cost of investments. 

6.7
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 recognised.
6.8
Property, plant and equipment and depreciation



Land is stated at cost or revalued amount. Buildings and equipment are stated at cost or revalued amount less accumulated depreciation and allowance for loss on impairment of assets (if any).



Land is initially recorded at cost on the acquisition date, and subsequently revalued by an independent professional appraiser to fair values of land used for office. Revaluations are made with sufficient regularity to ensure that the carrying amount does not differ materially from fair value at the end of reporting period.

Differences arising from the revaluation are dealt with in the financial statements as follows: 
-
When an asset’s carrying amount is increased as a result of a revaluation of the Company’s assets, the increase is credited directly to the other comprehensive income and the cumulative increase is recognised equity under the heading of “Revaluation surplus”. However, a revaluation increase is recognised as income to the extent that it reverses a revaluation decrease in respect of the same asset previously recognised as an expense.  

-
When an asset’s carrying amount is decreased as a result of a revaluation of the Company’s assets, the decrease is recognised in profit or loss.  However, the revaluation decrease is charged to the other comprehensive income to the extent that it does not exceed an amount already held in “Revaluation surplus” in respect of the same asset. 


Depreciation of plant and equipment is calculated by reference to their costs or the revalued amounts on the straight-line basis over the following estimated useful lives: 

	
	The Company
	Subsidiaries

	Land improvements
	20 years
	-

	Buildings and leasehold improvements
	20 years
	-

	Machinery and factory equipment
	  5 years
	-

	Motor vehicles
	  5 years
	5 and 10 years

	Office furniture, fixtures and equipment
	  3 and 5 years
	3, 5 and 10 years

	Building leaseholds
	Over the lease period
	5 years



Depreciation is included in determining income.


No depreciation is provided for land and equipment under installation.

An item of property, plant and equipment is recognised upon disposal or when no future economic benefits are expected from its use or disposal. Any gain or loss arising on disposal of an asset is included in profit or loss when the asset is recognised.
6.9
Network equipment 


Network equipment is stated at cost less allowance for loss on impairment of assets    (if any).
6.10
Intangible asset


Intangible assets are carried at cost less any accumulated amortisation and any accumulated impairment losses (if any). 


Intangible assets with finite lives are amortised on a systematic basis over the economic useful life and tested for impairment whenever there is an indication that the intangible asset may be impaired. The amortisation period and the amortisation method of such intangible assets are reviewed at least at each financial year end. The amortisation expense is charged to profit or loss.

A summary of the intangible assets with finite useful lives is as follows:

	
	The Company
	Subsidiaries

	Computer software
	3 years
	-

	Right to operate a bus service
	-
	
The remaining period of the license (approximately 9 years)


6.11
Related party transactions


Related parties comprise enterprises and individuals that control, or are controlled by, the Company, whether directly or indirectly, or which are under common control with the Company.


They also include associated companies and individuals which directly or indirectly own a voting interest in the Company that gives them significant influence over the Company, key management personnel, directors, and officers with authority in the planning and direction of the Company’s operations.
6.12
Long-term leases


Leases of equipment which transfer substantially all the risks and rewards of ownership are classified as finance leases. Finance leases are capitalised at the lower of the fair value of the leased assets and the present value of the minimum lease payments. The outstanding rental obligations, net of finance charges, are included in long-term payables, while the interest element is charged to profit or loss over the lease period. The equipment acquired under finance leases is depreciated over the useful life of the asset.

The Company and its subsidiaries record fixed assets (sale and leaseback) under finance leases as assets and liabilities as described above.


Operating lease payments are recognised as an expense in profit or loss on a straight line basis over the lease term.
6.13
Foreign currencies


Transactions in foreign currencies are translated into Baht at the exchange rate ruling at the date of the transaction. Monetary assets and liabilities denominated in foreign currencies are translated into Baht at the exchange rate ruling at the end of reporting period.

Gains and losses on exchange are included in determining income.
6.14
Impairment of assets


At the end of each reporting period, the Company and its subsidiaries perform impairment reviews in respect of the property, plant and equipment, network equipment and other intangible assets whenever events or changes in circumstances indicate that an asset may be impaired. An impairment loss is recognised when the recoverable amount of an asset, which is the higher of the asset’s fair value less costs to sell and its value in use, is less than the carrying amount.

An impairment loss is recognised in profit or loss. However in cases where property was previously revalued and the revaluation was taken to equity, a part of such impairment is recognised in equity up to the amount of the previous revaluation.


In the assessment of asset impairment if there is any indication that previously recognised impairment losses may no longer exist or may have decreased, the Company and its subsidiaries estimate the asset’s recoverable amount. A previously recognised impairment loss is reversed only if there has been a change in the assumptions used to determine the asset’s recoverable amount since the last impairment loss was recognised. The increased carrying amount of the asset attributable to a reversal of an impairment loss shall not exceed the carrying amount that would have been determined had no impairment loss been recognised for the asset in prior years. Such reversal is recognised in profit or loss unless the asset is carried at a revalued amount, in which case the reversal, which exceeds the carrying amount that would have been determined, is treated as a revaluation increase.

6.15
Warranty reserve for claim of goods


The Company records warranty for claim of goods on an accrual basis at a percentage of sale, based on prior experience.

6.16
Employee benefits

Short-term employee benefits


Salaries, wages, bonuses and contributions to the social security fund are recognised as expenses when incurred.


Post-employment benefits


Defined benefit plans


The Company and its subsidiaries have obligations in respect of the severance payments they 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. 

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 recognised the transitional liability, which exceeds the liability that would have been recognised at the same date under the previous accounting policy, immediately as an expense in profit or loss for the year.

6.17
Provisions


Provisions are recognised when the Company and its subsidiaries have a present obligation as a result of a past event, it is probable that an outflow of resources embodying economic benefits will be required to settle the obligation, and a reliable estimate can be made of the amount of the obligation.

6.18
Income tax


Income tax is provided in the accounts at the amount expected to be paid to the taxation authorities, based on taxable profits determined in accordance with tax legislation.
6.19
Forward exchange contracts


Receivables and payables arising from forward exchange contracts are translated into Baht at the rates of exchange ruling at the end of reporting period. Unrecognised gains and losses from the translation are included in determining income. Premiums or discounts on forward exchange contracts are amortized on a straight-line basis over the contract periods.

7.
Significant accounting judgments and estimates


The preparation of financial statements in conformity with generally accepted accounting principles at times requires management to make subjective judgments and estimates regarding matters that are inherently uncertain. These judgements and estimates affect reported amounts and disclosures and actual results could differ. Significant judgments and estimates are as follows:


Leases 


In determining whether a lease is to be classified as an operating lease or finance lease, the management is required to use judgement regarding whether significant risk and rewards of ownership of the leased asset have been transferred, taking into consideration terms and conditions of the arrangement. 


Allowance for doubtful accounts


In determining an allowance for doubtful accounts, the management needs to make judgement and estimates based upon, among other things, past collection history, aging profile of outstanding debts and the prevailing economic condition.

Allowance for impairment on equity investments

The Company treats investments in subsidiaries as impaired when there has been a significant or prolonged decline in the fair value of such investments below their cost or where other objective evidence of impairment exists. The determination of what is “significant” or “prolonged” requires judgment of the management.

Allowance for impairment of other assets

The management records impairment loss on other assets in the period when it is determined that their recoverable amount is lower than the carrying amount. This requires judgment in terms of projecting future revenue and expense relating to the assets subject to review.

Investment property


The Company presents investment property at the fair value estimated by an independent appraiser, and recognised changes in the fair value in profit or loss. The independent appraiser valued the investment property using the income approach, because there is no market price that could be used to apply a comparative approach. The key assumptions used in estimating the fair value are described in Note 17.
Property plant and equipment/Depreciation


In determining depreciation of plant and equipment, the management is required to make estimates of the useful lives and residual values of the Company’s plant and equipment and to review estimate useful lives and residual values when there are any changes. 


The Company measures certain land at revalued amounts. Such amounts are determined by the independent valuer using the market approach. The valuation involves certain assumptions and estimates.

In addition, the management is required to review property, plant and equipment for impairment on a periodical basis and record impairment losses in the period when it is determined that their recoverable amount is lower than the carrying amount. This requires judgements regarding forecast of future revenues and expenses relating to the assets subject to the review.


Warranty reserve for claim of goods


In determining warranty reserve for claim of goods, the management needs to exercise judgment in estimating the warranty expense expected to be incurred in respect of each sales transaction, taking into account prior experience.


Post-employment benefits under defined benefit plans 


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


Litigation


The Company and its subsidiaries have contingent liabilities as a result of litigation. The management of the Company and its subsidiaries has used judgment to assess the results of the litigation and believes that no losses will be incurred in addition to the amounts recorded at the end of reporting period.
8.
Cash and cash equivalents

	(Unit: Thousand Baht)

	
	Consolidated financial statements
	Separate financial statements

	
	2011
	2010
	2011
	2010

	Cash
	188
	158
	180
	138

	Bank deposits
	17,922
	843
	17,308
	645

	Total
	18,110
	1,001
	17,488
	783



As at 31 December 2011, bank deposits in saving accounts carried interest at a rate of 0.75% per annum (2010: 0.5% per annum).

9.
Trade and other receivables 

(Unit: Thousand Baht)

	
	Consolidated financial statements
	Separate financial statements

	
	2011
	2010
	2011
	2010

	Trade accounts receivable - related parties

	Aged on the basis of due dates
	
	
	
	

	Not yet due
	-
	-
	-
	136

	Overdue
	
	
	
	

	
1 - 3 months
	-
	-
	444
	291

	
4 - 6 months
	-
	-
	753
	-

	
7 - 12 months
	-
	-
	772
	-

	
Over 12 months
	-
	-
	11,135
	10,713

	Total
	-
	-
	13,104
	11,140

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

	Net
	-
	-
	1,964
	-

	Trade accounts receivable - unrelated parties
	
	
	
	

	Aged on the basis of due dates
	
	
	
	

	Post dated cheques
	5,957
	11,399
	5,957
	11,399

	Not yet due
	11,576
	2,044
	11,576
	2,044

	Past due - Up to 3 months
	6,355
	4,052
	6,355
	4,052

	Past due - Over 3 months
	986
	7,599
	986
	7,599

	Returned cheques
	460
	1,474
	460
	1,474

	Total

	25,334
	26,568
	25,334
	26,568

	Less: Allowance for doubtful accounts
	(1,009)
	(1,591)
	(1,009)
	(1,591)

	Net
	24,325
	24,977
	24,325
	24,977


 (Unit: Thousand Baht)

	
	Consolidated financial statements
	Separate financial 

statements

	
	2011
	2010
	2011
	2010

	Other receivables 

	Advances - related parties
	385
	565
	7,643
	11,365

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

	Others
	15,739
	3,864
	15,629
	3,749

	Total other receivables
	17,124
	4,429
	24,272
	15,114

	Trade and other receivables - net
	41,449
	29,406
	50,561
	40,091


10.
Finance lease receivables

 (Unit: Thousand Baht)

	
	Consolidated financial statements / Separate financial statements

	
	2011
	2010

	Finance lease receivables
	
	

	- receivable within 1 year
	4,846
	13,822

	- 2 to 5 years
	632
	20,121

	Total finance lease receivables
	5,478
	33,943

	Less : unearned finance lease income
	(264)
	(4,419)

	Total finance lease receivables -net
	5,214
	29,524

	Less: Allowance for doubtful accounts
	(1,184)
	(1,865)

	Net
	4,030
	27,659



As at 31 December 2011 and 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

	
	2011
	2010

	Current
	4,111
	26,481

	Past Due
	
	

	
Within 12 months
	-
	1,890

	
Over 12 months
	1,103
	1,153

	Total
	5,214
	29,524

	Less: Allowance for doubtful accounts
	(1,184)
	(1,865)

	Net
	4,030
	27,659


11.
Related parties transactions


During the years, 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. Below is a summary of those transactions: 

 (Unit: Million Baht)

	
	Consolidated                     financial statements
	Separate 

financial statements
	

	
	For the years ended
	For the years ended
	

	
	31 December
	31 December
	Transfer Pricing Policy

	
	2011
	2010
	2011
	2010
	

	Transactions with subsidiary companies
	
	
	
	

	Sale of goods and 
	
	
	
	
	

	   services
	-
	-
	2
	1
	Approximate cost

	Interest income
	-
	-
	2
	1
	6.125% per annum

	Rental income
	-
	-
	-
	5
	Contract price

	Professional fee income
	-
	-
	-
	6
	Contract price

	Transactions with related companies
	
	
	
	

	Rental expenses
	-
	-
	-
	-
	Contract price

	Sale of land and building
	20
	-
	20
	-
	Contract price

	Transactions with director
	
	
	
	

	Interest expenses
	-
	-
	-
	-
	7.88% per annum (2010: 7.75% - 12.00% per annum)



The balances of the accounts as at 31 December 2011 and 2010 between the Company and those related parties are as follows:

(Unit: Thousand Baht)

	
	Consolidated financial 
	Separate financial 

	
	statements
	statements

	
	2011
	2010
	2011
	2010

	Trade and other receivables - related parties
	
	
	

	Subsidiaries
	-
	-
	27,354
	23,532

	Related company (director and 
	
	
	
	

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

	Related company (related by means of
	
	
	
	

	   sharing director and shareholder)
	385
	565
	385
	565

	Total
	1,385
	565
	28,739
	24,097

	Less: Allowance for doubtful debts
	-
	-
	(18,132)
	(12,732)

	Net
	1,385
	565
	10,607
	11,365


 (Unit: Thousand Baht)

	
	Consolidated financial 
	Separate financial 

	
	statements
	statements

	
	2011
	2010
	2011
	2010

	Short-term loan to related parties
	
	
	

	Subsidiaries
	-
	-
	33,128
	20,882

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

	Net
	-
	-
	12,246
	-

	Trade and other payables - related party
	
	
	
	

	Related company (related by means of sharing director and shareholder)
	-
	2,868
	 -
	2,775

	Total
	-
	2,868
	-
	2,775

	Short-term loan from related parties
	
	
	

	Related company (related by means of sharing director and shareholder)
	-
	390
	-
	-

	Director of the Company
	-
	9,350
	-
	7,850

	Total
	-
	9,740
	-
	7,850

	Long-term loan from related party
	
	
	
	

	Related company (related by means of sharing director and shareholder)
	-
	264
	-
	264

	Total
	-
	264
	-
	264



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

(Unit: Thousand Baht)

	
	Separate financial statements

	
	2010
	Increase
	Allowance for doubtful accounts
	2011

	Short-term loans to related parties
	
	
	
	

	Subsidiaries
	
	
	
	

	StarCom Company Limited
	470
	1,586
	(470)
	1,586

	My Bus Company Limited
	20,412
	10,660
	(20,412)
	10,660

	Total
	20,882
	12,246
	(20,882)
	12,246



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 year ended 31 December 2011 and 2010, the Company and its subsidiaries had employee benefit expenses of their directors and management as below.

	(Unit: Million Baht)

	
	Consolidated financial statements
	Separate financial statements

	
	2011
	2010
	2011
	2010

	Short-term employee benefits
	9
	7
	9
	6

	Post-employment benefits
	3
	-
	3
	-

	Total
	12
	7
	12
	6


12.
Inventories

As at 31 December 2011, net inventories of the Company and its subsidiary, respectively, include amounts of Baht 97 million and Baht 11 million (2010: Baht 94 million and Baht 10 million, respectively) that are related to the project to upgrade the 470MHz Mobile Telephone Network to CDMA2000 1X. As discussed in Note 19, the upgrade project is currently being considered by Central Administrative Court. 


As at 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.
On 10 January 2011 and 12 January 2011, the Company and its subsidiary arranged for an independent professional valuer to appraise the value of such inventories, as mentioned in Note 1.2. The Company and its subsidiary adjusted the value of inventories to accord with the new appraised values and recorded allowances to reduce cost to net realisable value, amounting to Baht 7.2 million and Baht 6.5 million, as expenses in the 2010 consolidated income statement and separate income statement, respectively. Later, on 19 December 2011, the Company and its subsidiary arranged for an independent professional valuer to re-appraise the value of such inventories, as mentioned in Note 1.2. The Company and its subsidiary adjusted the value of inventories to accord with the new appraised values and recorded reversal of allowances to reduce cost to net realisable value, amounting to Baht 3.4 million and Baht 3.1 million, in the 2011 consolidated income statement and separate income statement, respectively.

 (Unit: Thousand Baht)

	
	Consolidated financial statements

	
	
	Reduce cost to net
	

	
	Cost
	realisable value
	Inventories-net

	
	2011
	2010
	2011
	2010
	2011
	2010

	Finished goods
	257,487
	218,040
	(30,543)
	(39,356)
	226,944
	178,684

	Raw materials and
	
	
	
	
	
	

	   spare parts
	10,534
	11,876
	(1,070)
	(1,071)
	9,464
	10,805

	Goods in transit
	3,015
	5,552
	(1,494)
	(1,494)
	1,521
	4,058

	Total
	271,036
	235,468
	(33,107)
	(41,921)
	237,929
	193,547


 (Unit: Thousand Baht)

	
	Separate financial statements

	
	
	Reduce cost to net
	

	
	Cost
	realisable value
	Inventories-net

	
	2011
	2010
	2011
	2010
	2011
	2010

	Finished goods
	243,745
	204,298
	(26,187)
	(34,659)
	217,558
	169,639

	Raw materials and
	
	
	
	
	
	

	   spare parts
	10,347
	11,689
	(1,070)
	(1,071)
	9,277
	10,618

	Goods in transit
	3,015
	5,552
	(1,494)
	(1,494)
	1,521
	4,058

	Total
	257,107
	221,539
	(28,751)
	(37,224)
	228,356
	184,315


13.
Assets held for sale


During the year 2010, the Company reclassified as assets held for sale the following non-current assets for which sales agreements had been made and that would meet the conditions for sales recognition within 1 year from the reclassification date.

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 on 28 July 2010. The sales value is Baht 3.75 million, to be paid in 5 installments, with the Company to receive the final installment of Baht 3.56 million in November 2010. However, the Company had been unable to collect the debt in accordance with the agreement and the outstanding debt as at 31 December 2010 was Baht 3.5 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 on 30 July 2010. The sales value is Baht 42.90 million, to be paid in 11 installments. The Company will register the transfer of the property rights to the buyer when it receives the final installment, amounting to Baht 40.50 million, in July 2011.

As at 31 December 2010, the Company recorded the initial installment as cash received in advance and presented it as a current liability in the balance sheets.

14. 
Other current assets


Movements in the allowance for loss on impairment of other current assets account during the year ended 31 December 2011 are summarised below.
(Unit: Thousand Baht)

	
	
	Consolidated financial statements / Separate financial statements

	Balance as at 1 January 2011
	
	2,722

	Allowance increase during the period  
	
	-

	Balance as at 31 December 2011
	
	2,722


15.
Restricted bank deposits


As at 31 December 2011 and 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.
16.
Investments in subsidiaries
(Unit: Thousand Baht)

	
	
	
	
	Separate financial 

	
	Paid-up
	
	
	statements

	Company’s name
	share capital
	Percentage holding
	Cost method

	
	Million Baht
	2011
	2010
	2011
	2010

	
	
	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 impairment of investments
	
	(148,281)
	(135,905)

	Net
	
	5,092
	17,468



As at 31 December 2011 and 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 December 2011 and 2010, the Company has 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.

17.
Investment properties


In 2010, some property, plant and non-operating properties of the Company were used for rent. The Company changed its accounting policy in 2011 and classified such property, plant and non-operating properties as investment properties, as mentioned in note 3.

A reconciliation of the net book value of investment properties as at the beginning and ending of the years 2011 and 2010 is presented below.

(Unit: Thousand Baht)
	
	Consolidated financial statements / 

Separate financial statements

	
	Properties 

used for 

warehouse service
	Properties of which future utilisation is unspecified
	Total

	Net book value at beginning of 2010
	1,417
	21,045
	22,462

	Classify from property, plant and equipment
	70,313
	-
	70,313

	Depreciation charged
	-
	(541)
	(541)

	Net profit from a fair value adjustment
	96,069
	-
	96,069

	Transfer to property, plant and equipment
	-
	(66)
	(66)

	Net book value at end of 2010
	167,799
	20,438
	188,237

	Net loss from a fair value adjustment
	(5,799)
	-
	(5,799)

	Transfer to property, plant and equipment
	-
	(200)
	(200)

	Transfer to assets held for sale
	
	
	

	   and dispose during the year
	-
	(20,238)
	(20,238)

	Net book value at end of 2011
	162,000
	-
	162,000




The investment property is land and building for providing warehouse service. The fair value of the investment property has been determined based on valuations performed by an accredited independent valuer, using the income approach. The main assumptions used in the valuation were yield rate, inflation rate, long-term vacancy rate and long-term growth in real rental rates. 


Rental income from investment property and related operating expenses are separately presented in the income statements.

Majority of investment properties were mortgaged as collateral for short-term and long-term credit facilities granted by commercial banks.
18.
Property, plant and equipment


Consolidated financial statements

(Unit: Thousand Baht)

	
	Revaluation basis
	Cost basis
	

	
	
	Land and
	Building and
	
	Machinery
	
	Office furniture,
	Equipment
	

	
	Land for
	land
	building
	Leasehold
	and factory
	Motor 
	fixtures and
	under
	

	
	office
	improvement
	improvement
	buildings
	equipment
	vehicles
	equipment
	installation
	Total

	Cost/Revalued amount
	
	
	
	
	
	
	
	
	

	1 January 2010
	17,098
	206
	26,559
	2,200
	10,285
	88,591
	26,065
	493
	171,497

	Addition
	-
	-
	-
	-
	122
	11,823
	1,026
	8,949
	21,920

	Disposal / write-off assets
	-
	-
	-
	-
	(2,612)
	(17,445)
	(275)
	(3,600)
	(23,932)

	Transfer from non-operating assets
	541
	-
	3,626
	-
	-
	-
	-
	66
	4,233

	Transfer to intangible assets
	-
	-
	-
	-
	-
	-
	-
	(350)
	(350)

	Revaluation adjustment
	9,222
	-
	-
	-
	-
	-
	-
	-
	9,222

	Transfer in / Transfer out
	-
	-
	1,857
	-
	1,793
	1,725
	87
	(5,462)
	-

	31 December 2010
	26,861
	206
	32,042
	2,200
	9,588
	84,694
	26,903
	96
	182,590

	Addition
	-
	-
	259
	-
	647
	14,279
	3,674
	4,983
	23,842

	Disposal / write-off assets
	-
	-
	-
	-
	(28)
	(5,712)
	(1,668)
	(4,056)
	(11,464)

	Transfer in / Transfer out
	-
	-
	454
	-
	21
	41
	105
	(621)
	-

	31 December 2011
	26,861
	206
	32,755
	2,200
	10,228
	93,302
	29,014
	402
	194,968

	Accumulated depreciation
	
	
	
	
	
	
	
	
	

	1 January 2010
	-
	206
	24,127
	2,151
	7,477
	12,770
	24,760
	-
	71,491

	Depreciation for the year
	-
	-
	3,734
	49
	1,331
	10,075
	683
	-
	15,872

	Depreciation for disposals /
	
	
	
	
	
	
	
	
	

	   write-off
	-
	-
	(1,681)
	-
	(956)
	(6,436)
	(153)
	-
	(9,226)

	31 December 2010
	-
	206
	26,180
	2,200
	7,852
	16,409
	25,290
	-
	78,137

	Depreciation for the year
	-
	-
	2,077
	-
	942
	10,851
	870
	-
	14,740

	Depreciation for disposals /
	
	
	
	
	
	
	
	
	

	   write-off
	-
	-
	-
	-
	(28)
	(1,751)
	(1,378)
	-
	(3,157)

	31 December 2011
	-
	206
	28,257
	2,200
	8,766
	25,509
	24,782
	-
	89,720



Consolidated financial statements (continued)
(Unit: Thousand Baht)

	
	Revaluation basis
	Cost basis
	

	
	
	Land and
	Building and
	
	Machinery
	
	Office furniture,
	Equipment
	

	
	Land for
	land
	building
	Leasehold
	and factory
	Motor 
	fixtures and
	under
	

	
	office
	improvement
	improvement
	buildings
	equipment
	vehicles
	equipment
	installation
	Total

	Net book value
	
	
	
	
	
	
	
	
	

	31 December 2010
	26,861
	-
	5,862
	-
	1,736
	68,285
	1,613
	96
	104,453

	31 December 2011
	26,861
	-
	4,498
	-
	1,462
	67,793
	4,232
	402
	105,248

	Depreciation for the year
	
	
	
	
	
	
	
	
	
	
	

	2010 (Baht 8 million included in cost of sales and services, and the balance in selling and administrative expenses)
	
	
	
	15,872

	2011 (Baht 7 million included in cost of sales and services, and the balance in selling and administrative expenses)
	
	
	
	14,740


Separate financial statements
 (Unit: Thousand Baht)

	
	Revaluation basis
	Cost basis
	

	
	
	Land and
	Building and
	
	Machinery
	
	Office furniture,
	Equipment
	

	
	Land for
	land
	building
	Leasehold
	and factory
	Motor 
	fixtures and
	under
	

	
	office
	improvement
	improvement
	buildings
	equipment
	vehicles
	equipment
	installation
	Total

	Cost/Revalued amount
	
	
	
	
	
	
	
	
	

	1 January 2010
	17,098
	206
	26,559
	2,200
	9,990
	20,821
	25,123
	493
	102,490

	Addition
	-
	-
	-
	-
	122
	11,823
	1,026
	8,949
	21,920

	Disposal / write-off assets
	-
	-
	-
	-
	(2,612)
	(17,445)
	(276)
	(3,600)
	(23,933)

	Transfer from non-operating assets
	541
	-
	3,626
	-
	-
	-
	-
	66
	4,233

	Transfer to intangible assets
	-
	-
	-
	-
	-
	-
	-
	(350)
	(350)

	Revaluation adjustment
	9,222
	-
	-
	-
	-
	-
	-
	-
	9,222

	Transfer in / Transfer out
	-
	-
	1,857
	-
	1,793
	1,725
	87
	(5,462)
	-

	31 December 2010
	26,861
	206
	32,042
	2,200
	9,293
	16,924
	25,960
	96
	113,582

	Addition
	-
	-
	259
	-
	647
	14,279
	3,596
	4,983
	23,764

	Disposal / write-off assets
	-
	-
	-
	-
	(28)
	(5,712)
	(1,668)
	(4,056)
	(11,464)

	Transfer in / Transfer out
	-
	-
	454
	-
	21
	41
	105
	(621)
	-

	31 December 2011
	26,861
	206
	32,755
	2,200
	9,933
	25,532
	27,993
	402
	125,882

	Accumulated depreciation
	
	
	
	
	
	
	
	
	

	1 January 2010
	-
	206
	24,127
	2,151
	7,182
	7,522
	24,105
	-
	65,293

	Depreciation for the year
	-
	-
	3,734
	49
	1,331
	3,298
	501
	-
	8,913

	Depreciation for disposals /
	
	
	
	
	
	
	
	
	

	   write-off
	-
	-
	(1,681)
	-
	(956)
	(6,436)
	(153)
	-
	(9,226)

	31 December 2010
	-
	206
	26,180
	2,200
	7,557
	4,384
	24,453
	-
	64,980

	Depreciation for the year
	-
	-
	2,077
	-
	943
	4,074
	791
	-
	7,885

	Depreciation for disposals /
	
	
	
	
	
	
	
	
	

	   write-off
	-
	-
	-
	-
	(28)
	(1,751)
	(1,379)
	-
	(3,158)

	31 December 2011
	-
	206
	28,257
	2,200
	8,472
	6,707
	23,865
	-
	69,707



Separate financial statements (continued)

(Unit: Thousand Baht)

	
	Revaluation basis
	Cost basis
	

	
	
	Land and
	Building and
	
	Machinery
	
	Office furniture,
	Equipment
	

	
	Land for
	land
	building
	Leasehold
	and factory
	Motor 
	fixtures and
	under
	

	
	office
	improvement
	improvement
	buildings
	equipment
	vehicles
	equipment
	installation
	Total

	Net book value
	
	
	
	
	
	
	
	
	

	31 December 2010
	26,861
	-
	5,862
	-
	1,736
	12,540
	1,507
	96
	48,602

	31 December 2011
	26,861
	-
	4,498
	-
	1,461
	18,825
	4,128
	402
	56,175

	Depreciation for the year
	
	
	
	
	
	
	
	
	
	
	

	2010 (Baht 1 million included in cost of sales and services, and the balance in selling and administrative expenses)
	
	
	
	8,913

	2011 (Baht - million included in cost of sales and services, and the balance in selling and administrative expenses)
	
	
	
	7,885


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 resulting increases in asset values, totaling of approximately Baht 9 million, in “Gain on revaluation of land” in statements of comprehensive income.
Had the land been carried in the financial statements based on historical cost, its net book value as of 31 December 2011 and 2010 would have been Baht 17.6 million.
The subsidiary's vehicles with net book values as of 31 December 2011 of Baht 49.0 (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.

19.
Network equipment

As at 31 December 2011 and 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 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.
On 8 March 2010, the subsidiary arranged for an independent professional valuer to appraise the value of such network, and adjusted the value of the assets in accordance with the appraised value. A Baht 126 million allowance for impairment loss on network equipment was recorded as expenses in the 2009 income statement. In addition, on 12 January 2011 the subsidiary arranged for an independent professional valuer to re-appraise the value of such network, as mentioned in Note 1.2. The subsidiary adjusted the value of inventories to accord with the new appraised value and recorded allowance for impairment loss on network equipment of Baht 13 million, as expenses in the 2010 income statement. Later, on 19 December 2011 the subsidiary arranged for an independent professional valuer to re-appraise the value of such network, as mentioned in Note 1.2. The subsidiary adjusted the value of inventories to accord with the new appraised value and recorded allowance for impairment loss on network equipment of Baht 15 million, as expenses in the 2011 income statement.
20.
Intangible assets

(Unit: Thousand Baht)

	
	Consolidated financial statements

	
	Right to operate bus service
	Computer software
	Total

	Cost
	
	
	

	1 January 2010
	14,885
	571
	15,456

	Transfers from equipment under
	
	
	

	   installation
	-
	350
	350

	Disposals
	-
	(17)
	(17)

	31 December 2010
	14,885
	904
	15,789

	Addition
	-
	109
	109

	31 December 2011
	14,885
	1,013
	15,898

	Accumulated amortisation
	
	
	

	1 January 2010
	600
	319
	919

	Amortisation during the year
	1,698
	128
	1,826

	Amortisation on disposals
	-
	(5)
	(5)

	31 December 2010
	2,298
	442
	2,740

	Amortisation during the year
	1,698
	238
	1,936

	31 December 2011
	3,996
	680
	4,676



(Unit: Thousand Baht)

	
	Consolidated financial statements

	
	Right to operate bus service
	Computer software
	Total

	Net book value
	
	
	

	31 December 2010
	12,587
	462
	13,049

	31 December 2011
	10,889
	333
	11,222


21. 
Other non-current assets


As at 31 December 2011 and 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 19, the upgrade project is under consideration by Central Administrative Court.
22.
Bank overdrafts and short-term loans from banks

(Unit: Thousand Baht)

	
	Interest rate
	Consolidated financial statements / Separate financial statements

	
	(percent per annum)
	2011
	2010

	Bank overdrafts
	MOR
	-
	28,666

	Short-term loan from bank
	MLR
	-
	10,154

	Short-term loans from banks
	4.15% - 7%
	
	

	
- Trust receipts
	(2010: 4%)
	30,580
	8,293

	Total
	30,580
	47,113


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, investment properties and part of its inventories. Short-term loans from banks are guaranteed by certain director of the Company.
23.
Trade and other payables

	



	
	(Unit: Thousand Baht)

	
	Consolidated financial statements
	Separate financial 

statements

	
	2011
	2010
	2011
	2010

	Trade payable - related party
	-
	2,770
	-
	2,770

	Trade payables - unrelated parties
	165,720
	163,771
	5,531
	10,913

	Other payables
	15,217
	35,606
	7,929
	29,275

	Advance received from related parties
	-
	98
	-
	5

	Accrued expenses
	42,822
	51,047
	7,818
	17,875

	Total trade and other payables
	223,759
	253,292
	21,278
	60,838



As at 31 December 2011, a subsidiary had a trade account payable and an accrued expense amounting to Baht 156 million and Baht 35 million (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 guarantee commitment for this agreement.
24.
Other long-term loans


As at 31 December 2011 and 2010, a subsidiary had long-term loans from an unrelated company. The loans are repayable in monthly installments until 2014 and carry interest at a rate of 0.5 percent per annum.
25.
Liabilities under finance lease agreements

(Unit: Thousand Baht)
	
	Consolidated financial statements
	Separate financial statements

	
	2011
	2010
	2011
	2010

	Liabilities under finance lease
	
	
	
	

	   agreements
	32,224
	42,857
	4,864
	833

	Less: deferred interest expenses
	(3,004)
	(5,303)
	(495)
	(101)

	Total
	29,220
	37,554
	4,369
	732

	Less: portion due within one 
   year
	(12,911)
	(12,729)
	(1,099)
	(380)

	Liabilities under finance lease
	
	
	
	

	
agreements - net of current portion
	16,309
	24,825
	3,270
	352



The Company and its subsidiaries have entered into the finance lease agreements with leasing companies for rental of motor vehicles for use in its operation, whereby they are committed to pay rental on a monthly basis. The terms of the agreements are generally between 3 and 5 years. Finance lease agreements are non-cancelable.


As at 31 December 2011, future minimum lease payments required under the finance lease agreements were as follows:

(Unit: Million Baht)
	
	Less than 1 year 
	1-5 years
	Total

	Future minimum lease payments
	15
	17
	32

	Deferred interest expenses
	(2)
	(1)
	(3)

	Present value of future minimum lease payments 
	13
	16
	29


26.
Long-term loans

(Unit: Thousand Baht)
	Loan
	Interest rate (percent)
	Repayment schedule
	Consolidated financial statements / Separate financial statements

	
	
	
	2011
	2010

	1
	MLR per annum
	Repayable in monthly
	
	

	
	
	   installment until 2016
	
	

	
	
	   (2010: Repayable in 
	
	

	
	
	   monthly installment
	
	

	
	
	   until 2011)
	47,018
	55,400

	2
	MLR per annum 
	Repayable within 2011
	-
	36,129

	3
	MLR + 0.5% per annum
	Repayable in monthly
	
	

	
	
	   installment until 2012
	-
	7,763

	4
	MLR per annum
	Repayable within 2011 
	-
	15,902

	Total
	47,018
	115,194

	Less: Current portion
	(15,282)
	(115,194)

	Long-term loans - net of current portion
	31,736
	-



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 if the Company is able to comply with all conditions. In September 2011, the Company repaid these debts and recorded the forgiven accrued interest as other income in the income statement.

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 a 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.


The loan outstanding as of 31 December 2011 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.
27.
Provision for long-term employee benefits 

Provision for long-term employee benefits as at 31 December 2011, which is compensations on employees’ retirement, was as follows:
(Unit: Thousand Baht)

	
	Consolidated financial statements
	Separate financial statements

	Balance at beginning of year
	3,085
	2,985

	Current service cost 
	688
	775

	Interest cost 
	98
	95

	Balance at end of year
	3,871
	3,855



Long-term employee benefit expenses of the Company and its subsidiaries included in the profit or loss for the year ended 31 December 2011 amounted to Baht 3.9 million.

Principal actuarial assumptions at the valuation date were as follows:

	
	Consolidated financial statements
	Separate financial statements

	
	(% per annum)
	(% per annum)

	Discount rate
	3.19%
	3.19%

	Future salary increase rate 
	-
	-

	Staff turnover rate (depending on age of employee)
	5% - 30%
	5% - 30%


28.
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.
29.
Expenses by nature


Significant expenses by nature are as follows:

(Unit: Thousand Baht)

	
	Consolidated     financial statements
	Separate 

financial statements

	
	2011
	2010
	2011
	2010

	Salary and wages and other employee benefits
	43,291
	28,164
	41,040
	25,625

	Depreciation
	14,710
	16,724
	7,884
	9,766

	Allowance for doubtful accounts (reversal)
	(1,263)
	1,547
	4,137
	35,162

	Impairment loss of assets
	14,962
	13,109
	-
	9,174

	Advertising and sales promotion expenses
	14,426
	3,454
	14,426
	3,454

	Reduce cost of inventories to net realisable
	
	
	
	

	   value (reversal) 
	(8,694)
	20,984
	(8,694)
	20,256

	Raw materials and consumables used
	198
	4,794
	170
	4,794

	Purchase of goods
	56,213
	10,404
	56,213
	10,404

	Changes in inventories of finished goods and work in progress
	48,260
	24,209
	47,919
	24,209


30.
Earnings per share


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

31.
Revaluation surplus 


The revaluation surplus can neither be offset against deficit nor used for dividend payment.
32.
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 reserve reaches 10 percent of the registered capital. The statutory reserve is not available for dividend distribution.

33.
Financial information by segment


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

	
	For the years ended 31 December

	
	
	
	
	
	
	Provision for
	
	
	

	
	Distribution
	
	
	
	
	warehouse rental 
	
	
	

	
	of NGV car
	
	Bus service
	Distribution of
	and 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
	55
	50
	-
	-
	12
	14
	321
	62
	23
	2
	6
	10
	-
	-
	417
	138

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

	Total revenues
	56
	50
	-
	-
	12
	14
	321
	62
	23
	2
	6
	10
	(1)
	-
	417
	138

	Segment income (loss)
	-
	(30)
	(10)
	19
	(3)
	(3)
	122
	6
	8
	95
	-
	2
	-
	-
	117
	89

	Unallocated income (expenses):
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	    Other income
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	10
	-

	    Gain on sale of assets
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	14
	1

	    Impairment loss of assets
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	(15)
	(14)

	    Financial expenses
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	(17)
	(24)

	Profit for the year
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	109
	52

	Other segment information
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Segment assets
	176
	251
	206
	221
	61
	71
	161
	48
	162
	166
	10
	16
	-
	-
	776
	773

	Unallocated assets
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	1
	10

	Non-operating assets
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	10
	24

	Total assets
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	787
	807



The Company and its subsidiaries have applied the pricing policies described in Note 11 to set the transfer prices.

34.
Commitment and contingent liabilities

34.1
Operating lease commitments


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

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

	Payable within:
	Million Baht

	1 year
	3.74

	2 to 4 years
	0.99


34.2
Commitment in respect of purchase of finished goods and capital commitments

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

34.3
Guarantees


a)
As at 31 December 2011, there were outstanding bank guarantees of Baht 11.1 million issued by the banks on behalf of the Company and its subsidiaries company in respect of certain performance bonds as required in the normal course of business.


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

34.4
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.

35.
Financial instruments


Financial risk management


The Company and its subsidiaries’ financial instruments, as defined under Thai Accounting Standard No. 107 “Financial Instruments: Disclosure and Presentations”, principally comprise cash and cash equivalents, trade accounts receivable, finance lease receivables, investments, and short-term and long-term loans. The financial risks associated with these financial instruments and how they are managed is described below.


Credit risk


The Company and its subsidiaries are exposed to credit risk primarily with respect to trade accounts receivable, finance lease receivables, and other receivable. The Company and its subsidiaries manage the risk by adopting appropriate credit control policies and procedures and therefore do not expect to incur material financial losses. The maximum exposure to credit risk is limited to the carrying amounts of receivables, finance lease receivable, and other receivables as stated in the statement of financial position.

Foreign currency risk


The Company and its subsidiaries are exposed to foreign currency risk arising mainly from trading transactions that are denominated in foreign currencies. 


The significant balance of financial assets and liabilities denominated in foreign currencies as at 31 December 2011 is summarised below. 

	
	Financial
	Financial 
	Average exchange rate

	Foreign currency
	assets
	liabilities
	as at 31 December 2011

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

	US dollar
	-
	7.01
	31.8319



Interest rate risk


The Company and its subsidiaries’ exposure to interest rate risk relates primarily to their cash at banks, bank overdrafts, and short-term and long-term borrowings with interest bearing.  However, since most of the Company and its subsidiaries’ financial assets and liabilities bear floating interest rates or fixed interest rates which are close to the market rate, the interest rate risk is expected to be minimal. 


Significant financial assets and liabilities as at 31 December 2011 classified by type of interest rates are summarised in the table below, with those financial assets and liabilities that carry fixed interest rates further classified based on the maturity date, or the repricing date if this occurs before the maturity date.
(Unit: Million Baht)

	
	Consolidated financial statements

	
	
	Fixed interest rates
	Floating
	Non-
	

	
	Interest
	within
	1-5
	interest
	interest
	

	
	rate
	1 year
	years
	rate
	bearing
	Total

	
	(% p.a.)
	
	
	
	
	

	Financial Assets
	
	
	
	
	
	

	Cash and cash equivalent 
	0.75%
	-
	-
	18
	-
	18

	Finance lease receivables
	6.1% - 10.8%
	3
	1
	-
	-
	4

	Trade and other receivables
	-
	-
	-
	-
	41
	41

	
	
	3
	1
	18
	41
	63

	Financial liabilities
	
	
	
	
	
	

	Short-term loans from bank - 
	
	
	
	
	
	

	   trust receipts
	4.15% - 7%
	31
	-
	-
	-
	31

	Trade and other payables
	-
	-
	-
	-
	224
	224

	Liabilities under finance lease
	
	
	
	
	
	

	   agreements
	5% - 7%
	13
	16
	-
	-
	29

	Long-term loan from bank
	MLR
	-
	-
	47
	-
	47

	Other long-term loan
	0.5%
	2
	4
	-
	-
	6

	
	
	46
	20
	47
	224
	337



(Unit: Million Baht)

	
	Separate financial statements

	
	
	Fixed interest rates
	Floating
	Non-
	

	
	Interest
	within
	1-5
	interest
	interest
	

	
	rate
	1 year
	years
	rate
	bearing
	Total

	
	(% p.a.)
	
	
	
	
	

	Financial Assets
	
	
	
	
	
	

	Cash and cash equivalent 
	0.75%
	-
	-
	17
	-
	17

	Finance lease receivables
	6.1% - 10.8%
	3
	1
	-
	-
	4

	Trade and other receivables
	-
	-
	-
	-
	51
	51

	Short-term loans to subsidiaries
	6.125%
	12
	-
	-
	-
	12

	
	
	15
	1
	17
	51
	84

	Financial liabilities
	
	
	
	
	
	

	Short-term loans from bank - 
	
	
	
	
	
	

	   trust receipts
	4.15% - 7%
	31
	-
	-
	-
	31

	Trade and other payables
	-
	-
	-
	-
	21
	21

	Liabilities under finance lease
	
	
	
	
	
	

	   agreements
	5% - 7%
	1
	3
	-
	-
	4

	Long-term loan from bank
	MLR 
	-
	-
	47
	-
	47

	
	
	32
	3
	47
	21
	103


Fair value


Since major financial instruments are short-term in nature, and loans from financial institutions bear the interest rate which approximates to the market rate, the fair value of financial instruments is presented as the amount stated in the statement of financial position.

Methodology of fair value measurement depends upon characteristics of the financial instruments. For the financial instruments which are regarded as traded in an active market, fair value has been determined by the latest quoted market price. If however the appropriate quoted market price cannot be determined, the fair value is determined using an appropriate valuation technique.


The Company and its subsidiaries establish fair value of their financial instruments by adopting the following methods and assumptions:


a)
For financial assets and liabilities which have short-term maturity, including cash and cash at banks, trade accounts receivable and trade accounts payable, the carrying amounts presented in the statement of financial position are considered to be a reasonable approximation of their fair value. 

b)
For finance lease receivables, fair values are based on carrying value of loans net of unearned finance lease income and allowance for doubtful debts in the statement of financial position.

c)
For loan from unrelated party, loan from related party, and long-term loans from banks carrying interest at the rates approximate to the market rate, the carrying amounts in the statement of financial position approximate fair value.


d)
Loans from unrelated party, which carry interest at fixed rates, and are long-term in nature, have the following fair value.
(Unit: Million Baht)

	
	Book value
	Fair value

	Other long-term loans
	6.2
	5.6


36.
Capital management


The primary objective of the Company’s capital management is to ensure that it has an appropriate financial structure and preserves the ability to continue its business as a going concern. 


According to the balance sheet as at 31 December 2011, the Group's debt-to-equity ratio was 0.8:1 (2010: 1.4:1) and the Company's was 0.3:1 (2010: 0.8:1).
37.
Reclassification

To comply with the Notification of the Department of Business Development relating to the financial statement presentation as described in Note 2.1 and as the result of the adoption of revised and new accounting standards as described in Notes 3 and 5, certain amounts in the financial statements for the year ended 31 December 2010 have been reclassified to conform to the current year’s classification, without any effect to the previously reported profit or shareholder’s equity.

38.
Events after the reporting period 

38.1
Plan to decrease registered and fully paid-up capital 


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 0.06 each. The resulting decreases 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 will not affect the existing shares. The Company expects to complete the process by February 2012.
38.2
Interim dividends 


On 23 February 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 to ordinary shares, from the operating results of the first quarter of 2012, or a total of Baht 30 million. The dividend payment will be made on 22 March 2012.

39.
Approval of financial statements


These financial statements were authorised for issue by the Company’s Board of Directors on 23 February 2012.
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