BUILDERSMART PUBLIC COMPANY LIMITED

NOTES TO THE INTERIM FINANCIAL STATEMENTS
JUNE 30, 2009 AND 2008 (REVIEWED) AND DECEMBER 31, 2008 (AUDITED)

1.
GENERAL INFORMATION
BuilderSmart Public Company Limited has the address of its registered office at 905/7, Rama III soi 51, Rama III Rd., Bang Pong Pang, Yan Nawa, Bangkok. The Company has branch located at 35 Moo 3, Thepkrasattri, Thalang District, Phuket.

The principal business operation of the Company is retail sale of construction material, tool and equipment for construction and interior design. The Company was listed on the Stock Exchange of Thailand on February 14, 2008 and the Company’s stocks were traded on the MAI (Market for Alternative Investment).
2.
BASIS OF INTERIM FINANCIAL STATEMENTS
These interim financial statements are prepared in accordance with Thai Generally Accepted Accounting Principles under the Accounting Act B.E. 2543, being those Thai Accounting Standards issued under the Accounting Profession Act B.E.2547, and the financial reporting requirements of the Securities and Exchange Commission. The primary financial statements (i.e. balance sheets, statements of income, changes in shareholders’ equity and cash flows) are prepared in the full format as required by the Securities and Exchange Commission. The notes to the financial statements are prepared in a condensed format according to Thai Accounting Standard 34 (revised 2007), ‘Interim Financial Reporting’ and additional notes are presented as required by the Securities and Exchange Commission.
The preparation of interim financial statements in conformity with Thai generally accepted accounting principles requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities, the disclosure of contingent assets and liabilities at the date of the  financial statements and the amounts of revenues and expenses in the reported periods. Although these estimates are based on management’s best knowledge of current events and actions, actual results may differ from those estimates.

The interim financial statements are prepared in additional information from financial statements for the year ended December 31, 2008 with the emphasis on the more current information about activities, events and situations, not a duplicate of information previously reported. These interim financial statements should therefore be read in conjunction with the 2008 financial statements.

The interim financial statements have been prepared under the historical cost.
For the convenience of the user, an English translation of the financial statements has been prepared from the statutory financial statements that are issued in the Thai language.
3.  
ADOPTION OF NEW ACCOUNTING STANDARDS
In June 2009, the Federation of Accounting Professions has issued Notification No. 12/2552, regarding the renumbering of Thai Accounting Standards to match the corresponding International Accounting Standards. Therefore, the numbers of Thai Accounting Standards as used in these financial statements are corresponding to those per this notification 

The Federation of Accounting Professions (FAP) has issued Notifications No. 86/2551 and 16/2552, mandating the use of new accounting standards, financial reporting standard and accounting treatment guidance as follows;
3.  
ADOPTION OF NEW ACCOUNTING STANDARDS (CON’T)
A) Accounting standards, financial reporting standard and accounting treatment guidance which are effective for the current year
	Framework for Preparation and Presentation of Financial Statements (revised 2007)

	TAS 36 (revised 2007)
	Impairment of Assets

	TFRS 5 (revised 2007)
	Non-current Assets Held for Sale and Discontinued Operations

	Accounting Treatment Guidance for Leasehold right

	Accounting Treatment Guidance for Business Combination under Common Control


These accounting standards, financial reporting standards and accounting treatment guidance became effective for the financial statements for the fiscal years beginning on or after January 1, 2009. The management has assessed that the effects of these standards and accounting treatment guidance do not have any significant impact on the financial statements for the current period.

B) Accounting standards which are not effective for the current year

	
	
	Effective date

	TAS 20
	Accounting for Government Grants
	1 January 2012

	
	and Disclosure of Government Assistance
	

	TAS 24 (revised 2007)
	Related Party Disclosures
	1 January 2011

	TAS 40
	Investment Property
	1 January 2011


The management of the Company is still evaluating the effect of these three accounting standards to the financial statements for the year in which they are initially applied.
4.
SIGNIFICANT ACCOUNTING POLICIES
Significant accounting policies and the methods of computation used to prepare the interim financial statements for the three-month and six-month periods ended June 30, 2009 are consistent with those used to prepared the financial statements for the year ended December 31, 2008.
5.
TRADE ACCOUNTS RECEIVABLE, NET
Outstanding trade accounts receivable as at June 30, 2009 and December 31, 2008, can be analyzed as follows;
	
	IN BAHT

	
	June 30, 2009
	December 31, 2008

	
	
	

	Not yet due
	32,844,030
	27,865,965

	Over due 
	
	

	Up to 3 months
	14,091,336
	16,512,510

	3 – 6 months
	198,224
	1,902,073

	6 – 12 months
	866,539
	5,757,596

	Over 12 months
	5,478,009
	3,407,425

	Total
	53,478,138
	55,445,569

	Less : Allowance for doubtful accounts
	(6,344,549)
	(9,165,021)

	Net
	47,133,589
	46,280,548


6.
FIXED DEPOSITS PLEDGED AS COLLATERAL
As at June 30, 2009, the Company held fixed deposits from two commercial banks amounting of Baht 25.28 million (December 31, 2008: Baht 25.28 million.) The deposits were pledged as collateral for issuing credit facilities comprising short-term loans, letter of credit and trust receipt (Note 9) and to guarantee the payment of goods to suppliers (Note 19). 
7.
EQUIPMENT, NET
	
	IN BAHT

	For the six-month period ended  June 30, 2009
	

	Opening net book value
	16,458,842

	Additions 
	5,164,234

	Fixed assets transferred from works in progress
	1,227,693

	Works in progress transferred to fixed assets
	(1,227,693)

	Depreciation 
	(2,993,212)

	Closing net book value
	18,629,864


As at June 30, 2009, there are equipment which have been fully depreciated according to their useful lives, but are still in use with the original cost before deducting accumulated depreciation amounting to Baht 4.99 million (December 31, 2008: Baht 3.39 million.)
As at June 30, 2009, leased assets included above, where the Company is a lessee under a finance lease, comprise vehicles and office equipment  with net book value of Baht 0.84 million (December 31, 2008: Baht 1.03 million.)
8. INTANGIBLE ASSET, NET

	
	IN BAHT

	
	Patent and 
	Computer
	

	
	trademark
	software
	Total

	For the six - month period
	
	
	

	ended June 30, 2009
	
	
	

	Opening net book value
	558,718
	402,696
	961,414

	Addition
	-
	68,688
	68,688

	Amortization  
	(48,082)
	(62,390)
	(110,472)

	Closing net book value
	510,636
	408,994
	919,630


9.
OVERDRAFTS AND SHORT-TERM LOANS FROM FINANCIAL INSTITUTIONS
	
	IN BAHT

	
	June 30, 2009
	December 31, 2008

	
	
	

	Promissory note
	24,920,115
	31,114,322

	Trust receipt
	5,800,177
	10,454,263

	Total
	30,720,292
	41,568,585


As at June 30, 2009, the Company has short-term trade financing facilities from financial institutions according to the loan agreements with a total maximum credit limit of Baht 135 million (December 31, 2008: Baht 135 million.)  The trade financing facilities include short-term loans, letters of credit, trust receipts and banks’ letters of guarantee. The loan facilities charged interest at the rates ranging from 4.40% to 6.05% per annum. 

Such trade financing facilities are guaranteed by the Company’s directors and by pledging fixed deposits as collateral (Note 6.)
10.
LIABILITIES UNDER HIRE PURCHASE AGREEMENTS, NET
	
	IN BAHT

	
	June 30, 2009
	December 31, 2008

	
	
	

	Liabilities under hire purchase agreements  
	459,252
	656,075

	Less : Deferred interest charges
	(32,116)
	(45,995)

	        Total
	427,136
	610,080

	Less : Current  portion
	(365,888)
	(365,888)

	Long-term portion, net
	61,248
	244,192


11. 
SHARE CAPITAL
At the extraordinary shareholder’s meeting held on October 18 and 30, 2007, the shareholders passed the resolutions to approve the increase of authorized share capital from Baht 50 million to Baht 75 million by registering 50 million new ordinary shares with par value of Baht 0.50 each. The Company registered such changes in share capital with the Ministry of Commerce on October 31, 2007. This portion of shares is reserved for public offering. On February 14, 2008, this portion of share was sold at the selling price of Baht 1.10 per share. The net amount received from share subscription is Baht 50,092,862 (less the subscription expenses.) 
12. 
DIVIDENDS PAID

At the ordinary shareholder’s meeting held on April 29, 2008, the shareholders passed the resolutions to approve the payment of dividends amounting of Baht 2.4 million. The dividends were paid to the shareholders who hold 150 million units of ordinary shares of Baht 0.016 per share. The dividends were paid on May 26, 2008.

13. 
LEGAL RESERVE

The legal reserve of the Company was established in accordance with the provisions of the Thai Public Company Limited Act B.E. 2535, which requires the appropriation as legal reserve of at least 5% of net income for the year until the reserve reaches 10% of the authorized share capital. This reserve is not available for dividend distribution. 

14. 
PROVIDENT FUND
The Company established a contributory registered provident fund, in accordance with the Provident Fund Act B.E. 2530.  The registered provident fund was approved by the Ministry of Finance. Under the plan, employees must contribute 3 percent of their basic salary, with 3 percent of the employees’ basic salary based on employees’ service years to be matched by the Company.  The Company appointed an authorized fund manager to manage the fund in accordance with the terms and conditions prescribed in the Ministerial Regulation No. 2 (B.E. 2532) issued under the Provident Fund Act B.E. 2530. 

During the period, the Company’s contribution to the provident fund recorded in the Company financial statements is Baht 386,463 (June 30, 2008: Baht 291,714.)
15.
EXPENSES BY NATURE
	

	IN BAHT

	
	2009
	2008

	
	
	

	Changes in finished goods
	(2,773,890)
	(7,804,441)

	Purchase of finished goods ,net
	138,666,797
	162,212,046

	Depreciation  and amortization – Owned assets
	3,103,684
	2,527,977

	Bad debts and doubtful accounts
	555,314
	6,142,132

	Staff costs
	17,523,155
	17,745,967

	Commission, advertising and sale promotion
	2,526,994
	1,894,081

	Transport and distribution
	2,599,278
	1,445,890

	Operating lease rental
	1,898,019
	1,238,000

	Consultant and professional service fee
	2,336,760
	1,217,690


16.
SEGMENTATION 
The Company is engaged in a business of selling of construction material, tool and equipment for construction and interior design. The Company operates in one geographical area in Thailand. The Company does not present segment information as it considers its business operations to be one segment. The Company’s revenues included sale in both domestic and export markets. 
For the three - month periods ended June 30, 2009 and 2008, the revenues classified by domestic and export markets are as follows;
	
	IN BAHT

	
	Domestic
	Foreign
	Total

	
	2009
	2008
	2009
	2008
	2009
	2008

	
	
	
	
	
	
	

	Sales
	73,522,997
	85,288,885
	8,272,269
	1,125,071
	81,795,266
	86,413,956

	Cost of sales
	(56,850,434)
	(68,541,321)
	(3,674,513)
	(345,689)
	(60,524,947)
	(68,887,010)

	Gross profit
	16,672,563
	16,747,564
	4,597,756
	779,382
	21,270,319
	17,526,946

	Selling and
	
	
	
	
	

	administrative expenses
	
	
	
	(20,067,120)
	(23,883,649)

	Other income
	
	
	
	
	987,583
	248,628

	Profit (Loss) before financial  
	
	
	
	
	

	costs and  income tax  
	
	
	
	2,190,782
	(6,108,075)

	Financial costs
	
	
	
	
	(569,436)
	(639,194)

	Reversal of  income tax
	
	
	
	
	279,914
	369,391

	Net profit (loss)
	
	
	
	
	1,901,260
	(6,377,878)


16.
SEGMENTATION (CON’T)
For the six-month periods ended June 30, 2009 and 2008, the revenues classified by domestic and export markets are as follows;
	
	IN BAHT

	
	Domestic
	Foreign
	Total

	
	2009
	2008
	2009
	2008
	2009
	2008

	
	
	
	
	
	
	

	Sales
	169,108,050
	188,502,874
	15,660,886
	5,740,102
	184,768,936
	194,242,976

	Cost of sales
	(128766948)
	(151,818,952)
	(7,125,959)
	(2,588,653)
	(135,892,907)
	(154,407,605)

	Gross profit
	40,341,102
	36,683,922
	8,534,927
	3,151,449
	48,876,029
	39,835,371

	Selling and administrative expenses
	
	
	
	
	(40,560,664)
	(40,603,150)

	Other income
	
	
	
	
	1,680,631
	613,190

	Profit (Loss) before financial  
	
	
	
	
	
	

	costs and  income tax  
	
	
	
	
	9,995,996
	(154,589)

	Financial costs
	
	
	
	
	(1,186,741)
	(1,066,132)

	Income tax
	
	
	
	
	(1,240,887)
	(1,549,314)

	Net profit (loss)
	
	
	
	
	7,568,368
	(2,770,035)


17.
TRANSACTIONS WITH RELATED PARTIES
A) 
Relationship and pricing policies
The relationship between the Company and the related parties are as follows;
	
	Relationship

	
	2009
	2008

	Related parties
	
	

	
	Suresh Subramaniam
	Shareholder and director
	Shareholder and director

	
	Sunchai Nuengsit
	Shareholder and director
	Shareholder and director

	
	Sobreuk associate (Body of persons)
	Owned by close relative of director
	Owned by close relative of director


The rental expenses to related party are charged at the rate based on rental agreement which is not in excess of market price. 
B) 
Related party transactions

The transactions for the six-month periods ended June 30, 2009 and 2008 were as follow;

	

	IN BAHT

	
	2009
	2008

	Rental expenses
	
	

	Sobreuk associate (Body of persons)
	780,000
	780,000


18.
FINANCIAL INSTRUMENTS
A)
FINANCIAL RISK MANAGEMENT POLICIES 

The principal financial risks faced by the Company are interest rate risk, foreign currency risk and credit risk. The Company borrows at floating rates of interest to finance its operations. Some sale and purchase of goods are entered into in foreign currencies. Credit risk arises when sales are made on deferred credit terms.

The Company did not adopt any derivative strategies to manage such exposures.

The Company did not intend to engage in trading derivative instruments for speculative purposes.

B) INTEREST RATE RISK 

The Company was exposed to interest risks because it held deposits to and loan from financial institutions. However, such financial assets and liabilities are short-term, the Company believed that the future fluctuation on market interest rate would not provided significant effect to their operation and cash flows; therefore, no financial derivative was adopted to manage such risks.

C)
FOREIGN CURRENCY RISK 

As at June 30, 2009, foreign currency-dominated assets and liabilities which were unhedged were as follows;

	
	ASSETS
	LIABILITIES

	U.S.Dollar
	1,239
	29,751

	Australian Dollar
	-
	87,480

	New Zealand Dollar
	-
	4,233

	Eur
	-
	51,460


D)  
CREDIT RISK 

The Company has no significant concentrations of credit risks. The Company has policies in place to ensure that sales of products are made to customers with an appropriate credit history. 
E)
FAIR VALUE 
The financial assets and liabilities include cash and cash equivalent, trade accounts receivable and payable, other payable and loans. Their carried values approximate to their fair values.
19.
CAPITAL COMMITMENTS AND CONTINGENT LIABILITIES 
A) 
CONTRACTS OF LAND AND PROPERTY LEASES
As at June 30, 2009, the Company had eight contracts of land and building  leases. The leased areas are used for office buildings and storage warehouses. The Company had outstanding rental commitments of Baht 8,856,826 with the detail as follows;
	Year
	Baht

	2009
	2,231,737

	2010
	3,354,666

	2011
	2,848,093

	2012
	422,330


B) 
BANK GUARANTEE ISSUED BY BANKS
As at June 30, 2009, the Company had letters of guarantee issued by banks for payment of goods to suppliers amounting of Baht 29 million.
C) CAPITAL COMMITMENTS
As at June 30, 2009, the Company had the commitment for the acquisition of machine of approximately Baht 1.27 million (December 31, 2008: None.)
20. RECLASSIFICATION
Certain accounts in the interim financial statement for the six-month period ended June 30, 2008 have been reclassified to conform to the interim financial statement for the six - month period ended June 30, 2009. The reclassifications made were as follow; 
· Bank charge and any other financial cost beside interest expenses amounting to Baht 206,308 previously included in selling and administrative expense are reclassified to present under financial cost.
· The sale-related expenses amounting to Baht 7,919,057 previously included in selling and administrative expenses are reclassified to separately present under selling expenses.

· The management salary and managements’ remuneration amounting to Baht 6,208,900 previously included in selling and administrative expenses are reclassified to separately present under managements’ remuneration. 
21. 
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 June 30, 2009, the Company's debt-to-equity ratio was 0.81:1(December 31, 2008: 1.01:1) 
22.
APPROVAL OF INTERIM FINANCIAL STATEMENTS

These interim financial statements were authorized for issue by the Company’s board of directors on   August 6, 2009.
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