BUILDERSMART PUBLIC COMPANY LIMITED

NOTES TO THE INTERIM FINANCIAL STATEMENTS
MARCH 31, 2008 AND 2007 (REVIEWED) AND DECEMBER 31, 2007 (AUDITED)

1.
GENERAL INFORMATION
BUILDERSMART PUBLIC COMPANY LIMITED is a public limited company. The address of its registered office is at 905/7, Soi 51, Rama III Rd., Bang Pong Pang, Yan Nawa, Bangkok. 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.
BASIC OF INTERIM FINANCIAL STATEMENT
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 41, ‘Interim Financial Reporting’ and additional notes are presented as required by the Securities and Exchange Commission.
The interim financial statements are prepared in additional information from financial statements for the year ended December 31, 2007 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 2007 financial statements.

For the convenience of the user, an English translation of the interim financial statements has been prepared from the interim financial statements that are issued in the Thai language.
3. ACCOUNTING STANDARDS WHICH ARE EFFECTIVE IN THE CURRENT YEAR 
The Federation of Accounting Professions (FAP) has issued Notifications No. 9/2550, 38/2550 and 62/2550 regarding Accounting Standards. The notifications mandate the use of the following new Accounting Standards.
TAS 25 (revised 2007)
Cash Flow Statements

TAS 29 (revised 2007)
Leases

TAS 31 (revised 2007)
Inventories

TAS 33 (revised 2007)
Borrowing Costs

TAS 35 (revised 2007) 
Presentation of Financial Statements

TAS 39 (revised 2007)
Accounting Policies, Changes in Accounting Estimates and Errors

TAS 41 (revised 2007) 
Interim Financial Reporting

TAS 43 (revised 2007) 
Business Combinations

TAS 49 (revised 2007)     
Construction Contracts
TAS 51
Intangible Assets

These accounting standards become effective for the financial statements for fiscal years beginning on or after 1 January 2008. The management has assessed the effect of these accounting standards and believes that TAS 29 (revised 2007), TAS 39 (revised 2007) TAS 43 (revised 2007) and TAS 49 (revised 2007) are not relevant to the business of the Company, whereas TAS 25 (revised 2007), TAS 31 (revised 2007), TAS 33 (revised 2007),  TAS 35 (revised 2007) TAS 41 (revised 2007)  and TAS 51 do not have any significant impact on the financial statements for the current period. 
4.
SIGNIFICANT ACCOUNTING POLICIES
Significant accounting policies and the methods of computation used to prepare the interim financial statements for the three-month period ended March 31, 2008 are consistent with those used to prepared the financial statements for the year ended December 31, 2007
5.
TRADE ACCOUNTS RECEIVABLE, NET
	
	IN BAHT

	
	March 31, 2008
	December 31, 2007

	
	
	

	Trade accounts receivable
	71,167,352
	48,921,580

	Factoring debt accounts
	286,123
	4,902,236

	Posted date cheques received
	6,825,053
	5,287,914

	Total
	78,278,528
	59,111,730

	Less : Allowance for doubtful accounts
	(4,214,823)
	(2,591,344)

	Net
	74,063,705
	56,520,386


Payable which is pledged by accounts receivable under factoring agreement is presented in the balance sheet under “Payable under factoring agreements”.
Outstanding trade accounts receivable as at March 31, 2008 and December 31, 2007, can be analyzed as follows;
	
	IN BAHT

	
	March 31, 2008
	December 31, 2007

	
	
	

	Not yet due
	45,058,165
	22,202,084

	Over due 
	
	

	Up to 3 months
	22,744,928
	32,029,947

	3 – 6 months
	4,756,343
	1,835,948

	6 – 12 months
	3,224,377
	1,192,411

	Over 12 months
	2,494,715
	1,851,340

	Total
	78,278,528
	59,111,730

	Less : Allowance for doubtful accounts
	(4,214,823)
	(2,591,344)

	Net
	74,063,705
	56,520,386


6.
FIXED DEPOSITS PLEDGED AS COLLATERAL
As at March 31, 2008, the Company held fixed deposits from three commercial banks amounting of Baht 17.97 million. The deposits were pledged as collateral for issuing credit facilities (short-term loans, letter of credit and trust receipt) (Note 9.) and to guarantee the payment of goods to suppliers (December 31, 2007: Baht 17.97 million.)
7.
EQUIPMENT, NET
	
	IN BAHT

	For the three-month period ended  March 31, 2008
	

	Opening net book value
	15,215,636

	Additions 
	148,122

	Fixed assets transferred from works in progress
	900,435

	Works in progress transferred to fixed assets
	(900,435)

	Depreciation 
	(1,175,438)

	Closing net book value
	14,188,320


As at March 31, 2008, 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 2.10 million (December 31, 2007: Baht 1.91 million.)
As at March 31, 2008, 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 1.36 million (December 31, 2007: Baht 1.47 million.)
8.
INTANGIBLE ASSET, NET

	
	IN BAHT

	
	Patent and 
	Computer
	

	
	trademark
	software
	Total

	
	
	
	

	For the three - month period 
	
	

	ended March 31, 2008
	
	
	

	Opening net book value
	655,945
	590,777
	1,246,722

	Amortization  
	(24,174)
	(39,871)
	(64,045)

	Closing net book value
	631,771
	550,906
	1,182,677


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

	
	March 31,2008
	December 31,2007

	
	
	

	Bank overdraft
	268,396
	554,536

	Short-term loans from financial institutions
	7,481,899
	6,444,032

	Trust receipt
	6,300,587
	5,058,005

	Total
	14,050,882
	12,056,573


As at March 31, 2008, the Company has short-term trade financing facilities from financial institutions according to the loan agreements with a total maximum credit limit of Baht 86 million (December 31, 2007: Baht 86 million.)  The trade financing facilities include bank overdraft, short-term loans, letters of credit, trust receipts, cheques discounted, payable under factoring agreements and banks’ letters of guarantee. The overdraft facilities charged interest at the rate of MRR per annum. The other facilities charged interest at the rates ranging from 7.25% to 12.00% per annum. 

Such trade financing facilities are guaranteed by the Company’s directors of and by pledging fixed deposits as collateral (Note 6.)
10.
LONG-TERM LOANS FROM FINANCIAL INSTITUTIONS, NET
	
	IN BAHT

	
	March 31,2008
	December 31,2007

	
	
	

	Loan from financial institutions
	-
	267,778

	Less: Current portion
	-
	(267,778)

	Long-term portion, net
	-
	-


The movement of loans from financial institutions for the three-month period ended March 31, 2008 can be analysed as follows;

	
	Total

	
	

	As at January 1, 2008
	267,778

	Repayment of loans
	(267,778)

	As at March 31, 2008
	-


The Company had long-term loan with initial loan balance of Baht 3 million. The loan charge interests at the rate of MLR plus 10.25 % per annum. The payments of principal and interest are made on monthly installment basis within 12 installments of Baht 275,760 each, starting from February 2007. The loan is guaranteed by Company’s directors. During the period, the loan has been fully paid.
11. LIABILITIES UNDER HIRE PURCHASE AGREEMENTS, NET
	
	IN BAHT

	
	March 31,2008
	December 31,2007

	
	
	

	Liabilities under hire purchase agreements  
	967,509
	1,076,720

	Less : Deferred interest charges
	(68,280)
	(76,019)

	        Total
	899,229
	1,000,701

	Less : Current  portion
	(380,888)
	(390,888)

	Long-term portion, net
	518,341
	609,813


12 
SHARE CAPITAL
At the extraordinary shareholder’s meeting held on September 2 and 17, 2007, the shareholders passed the resolutions to approve the increase of authorized share capital from Baht 3 million to Baht 50 million by issuing 470,000 new ordinary shares with par value of Baht 100 each. The Company registered such increase of authorized capital with the Ministry of Commerce on September 24, 2007.

12 
SHARE CAPITAL (CON’T)
At the extraordinary shareholder’s meeting held on October 18 and 30, 2007, the shareholders passed the following resolutions;

· The resolution to approve the change in par value of shares from Baht 100 per share to Baht 0.50 per share. After the change, the number of issued and paid-up ordinary shares will change from 494,900 shares to 98,980,000 shares and those of the issued and paid-up  preferred shares will change from 5,100 shares to 1,020,000 shares. 
· The resolution 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. 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 52,886,262 (less the subscription expenses.)
· The resolution to approve the conversion of 1,020,000 units of preferred shares to ordinary shares at the ratio of 1 to 1. 

The Company registered such changes in share capital with the Ministry of Commerce on October 31, 2007.

As at March 31, 2008, the Company has authorized share capital amounting Baht 75 million divided into 150 million common shares of Baht 0.5 each. (December 31, 2007: Baht 75 million divided into 150 million ordinary shares of Baht 0.5 each.)  The Company has issued and paid-up share capital amounting Baht 75 million divided into 150 million common shares of Baht 0.5 each (December 31, 2007: Baht 50 million divided into 100 million ordinary shares of Baht 0.5 each.)   The Company recognized premium on share capital of Baht 27,592,862 (December 31, 2007: Baht 2,500,000.)
13 
LEGAL RESERVE


The reserve was set up in accordance with the provision of the Civil and Commercial Code which requires the appropriation as legal reserve of at least 5% of net income at each dividend declaration until the reserve reaches 10% of the registered capital.  The 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 authorised 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 106,954 (March 31, 2007: Baht 89,096.)
15.
BASIC EARNINGS PER SHARE
Basic earnings per share are calculated by dividing the net profit attributable to shareholders by the weighted average number of ordinary shares during the period. The Company adjusted the number of ordinary share to coincide with the change on par value of registered share as discussed in Note 12 assuming that such change had taken place since the beginning of the period. The basic earnings per share for the three-month ended March 31, 2007 have recalculated for comparison purposes with those of current year. 
	
	IN BAHT

	
	2008
	
	2007

	
	
	
	

	Net profit (Baht)
	3,607,843
	
	3,676,086

	Weighted average number of
	
	
	

	ordinary shares in issue during the periods (shares)
	126,086,957
	
	4,980,000

	Basic earnings per share (Baht)
	0.03
	
	0.74


16.
PROFITS FROM OPERATING
Some transactions included in calculated operating income for the three-month periods ended March 31, 2008 and 2007 can classify by nature as follows;
	

	IN BAHT

	
	2008
	2007

	Doubtful accounts
	1,623,479
	150,559

	Reversal of provision for inventory obsolescence
	-
	239,890

	Depreciation and amortization
	1,239,483
	1,007,658

	(Gain) Loss on foreign exchange rate
	(620,917)
	21,253

	Staff costs
	10,675,200
	8,891,209


17.
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’s revenues included sale in both domestic and export markets. The company does not present segment information as it considers its business operations to be one segment. 

For the three - month periods ended March 31, 2008 and 2007, the revenues classified by domestic and export markets are as follows;
	
	IN BAHT

	
	Domestic
	Foreign
	Total

	
	2008
	2007
	2008
	2007
	2008
	2007

	
	
	
	
	
	
	

	Sales
	103,213,989
	78,995,110
	4,615,031
	1,333,374
	107,829,020
	80,328,484

	Cost of sales
	(83,277,631)
	(60,954,224)
	(2,242,964)
	(551,924)
	(85,520,595)
	(61,506,148)

	Gross profit
	19,936,358
	18,040,886
	2,372,067
	781,450
	22,308,425
	18,822,336

	Selling and administrative expenses
	
	
	
	
	(17,401,551)
	 (13,834,869)

	Profit from operating
	
	
	
	
	4,906,874
	4,987,467 

	Other income
	
	
	
	
	985,480
	 190,718 

	Financial costs
	
	
	
	
	(365,806)
	(321,980)

	Income tax
	
	
	
	
	(1,918,705)
	 (1,180,119)

	Net profit
	
	
	
	
	3,607,843
	3,676,086


18.
TRANSACTIONS WITH RELATED PARTIES
A) 
Relationship and pricing policies
The relationship between the Company and the related parties is as follow;
	
	Relationship

	
	2008
	2007

	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


There is no interest charged for the short - term loans from directors.
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 three-month periods ended March 31, 2008 and 2007 were as follow;
	

	IN BAHT

	
	2008
	2007

	Rental expenses
	
	

	Sobreuk associate (Body of persons)
	390,000
	370,000


19.
FINANCIAL INSTRUMENTS
A)
FINANCIAL RISK MANAGEMENT POLICIES 

The principal financial risks faced by the Company are interest rate, exchange rate and credit risk. The Company borrows at both fixed and 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.

19.
FINANCIAL INSTRUMENTS (CON’T)
C)
FOREIGN CURRENCY RISK 

As at March 31, 2008, foreign currency-dominated trust receipt which was  unhedged amounted to USD 199,105.
D) CREDIT RISK 

The Company was exposed to credit risk.  However, due to the large number and diversity of the entities comprising the Company‘s customer base and confined credit policy applied, the Company does not anticipate material losses from its debt collection.  The Company estimated the allowance for doubtful accounts from the ending balance of accounts receivable. The estimate was made by considering the customer’s past collection experiences.
E)
FAIR VALUE 
The financial assets and liabilities include cash and cash equivalent, trade accounts receivable and payable, other payable and long-term loans. Their carried values approximate to their fair values.
20.
COMMITMENTS AND CONTINGENCIES 
A) 
CONTRACTS OF LAND AND PROPERTY LEASES
As at March 31, 2008, the Company had three 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 8,512,000 with the detail as follow;
	Year
	Baht

	2008
	1,800,000

	2009
	2,400,000

	2010
	2,130,000

	2011
	1,896,000

	2012
	286,000


B) 
BANK GUARANTEE AND CONTINGENCIES 

As at March 31, 2008, the Company had letters of guarantee issued by banks for payment of goods to suppliers amounting of Baht 28 million. and contingencies from issue of import letter of credit amount of USD 38,123. 
21.
APPROVAL OF FINANCIAL STATEMENTS

These interim financial statements were authorized for issue by the Company’s board of directors on May 13, 2008.
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