BUILDERSMART PUBLIC COMPANY LIMITED AND SUBSIDIARY
NOTES TO THE INTERIM FINANCIAL STATEMENTS
JUNE 30, 2010 AND 2009 (REVIEWED) AND DECEMBER 31, 2009 (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 2 branches located at 35 Moo 3, Thepkrasattri, Thalang District, Phuket and 636/11-12 Puttharaksa Rd, Praksa, Muang, Samutprakarn.
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).
“The Company” represents “BuilderSmart Public Company Limited,” while “The Group” represents “BuilderSmart  Public Company Limited” and its subsidiary which is “Install Direct Company Limited.” 
2.

BASIS OF INTERIM FINANCIAL STATEMENTS AND CONSOLIDATED INTERIM    FINANCIAL STATEMENT PREPARATION
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 , ‘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, 2009 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 2009 financial statements.

The accompanying consolidated financial statements include the financial statements of BuilderSmart Public Company Limited and the fully controlled subsidiary, Install Direct Company Limited.  The consolidated financial statement has been prepared on the first time in the second quarter of 2010.   

The significant transactions between the Company and the subsidiary have been eliminated in the interim consolidated financial statements.
The interim financial statements have been prepared under the historical cost except where otherwise disclosed in the accounting policies.
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.  
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, 2010 are consistent with those used to prepared the financial statements for the year ended December 31, 2009 with new accounting policy disclosed as follow;
3.1 
Derivatives - Cross currency swap contracts.
Receivables and payables arising from cross currency swap contracts are translated into Thai Baht at the exchange rates ruling on the balance sheet date. Gains and losses from the translation are recognized in the statements of income.
4.   ADOPTION OF NEW ACCOUNTING STANDARDS 
New accounting standards, new financial reporting standards, amendments to accounting standards and accounting framework 
a)
Accounting framework

The amendment of the accounting framework was announced by the Federation of Accounting Professions on 26 May 2010 with effect on 26 May 2010.

b)
New accounting standards, new financial reporting standards and amendments to accounting standards

The following new accounting standards, new financial reporting standards and amendments to accounting standards were announced by the Federation of Accounting Professions on 
26 May 2010 and are mandatory for the accounting periods beginning on or after 1 January 2011 and 1 January 2013.  The group has elected not to early adopt these standards.
Effective for the period beginning on or after 1 January 2011
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 17 (Revised 2009)
Leases

TAS 23 (Revised 2009)
Borrowing Costs

TAS 24 (Revised 2009)
Related Party Disclosures

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

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

 TFRS 6
Exploration for and Evaluation of Mineral Resources
4.   ADOPTION OF NEW ACCOUNTING STANDARDS (CON’T)
b)
New accounting standards, new financial reporting standards and amendments to accounting standards (Con’t)
Effective for the period beginning on or after 1 January 2013
TAS 12
Income taxes


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

   

Assistance
The management of the Company is still evaluating the effect of TAS 12 to the financial statements for the year in which they are initially applied. The management, based on the preliminary evaluation, believes that the adoption of such standard will provide the positive effects to the Company’s financial position. 

The management of the Company has assessed the effect of these standards and believes that TAS 1 (revised 2009), TAS 2 (revised 2009), TAS 7 (revised 2009), TAS 10 (revised 2009), TAS 11 (revised 2009), TAS 17 (revised 2009), TAS 23 (revised 2009), TAS 24 (revised 2009), TAS 27 (revised 2009), TAS 33 (revised 2009), TAS 34 (revised 2009), TAS 36 (revised 2009), TAS 37 (revised 2009) and TAS 38 (revised 2009) will not have any significant impact on the financial statements for the year in which it is initially applied. The other remaining accounting standards and financial reporting standards are not relevant to the business of the Company.
5.
CASH AND CASH EQUIVALENTS
	
	IN BAHT

	
	Consolidated                       financial statements
	Separate financial statements

	 
	June 30, 2010
	June 30, 2010
	December 31, 2009

	
	
	
	

	Cash on hand
	307,319
	307,319
	268,660

	Cash at banks – saving accounts
	1,688,929
	1,687,929
	2,705,835

	Cash at banks – current accounts
	1,131,753
	691,449
	2,432,280

	Cash at bank   – time deposit accounts
	785,744
	785,744
	22,052,697

	Total
	3,913,746
	3,472,442
	27,459,472


6.
TRADE ACCOUNTS RECEIVABLE, NET
Outstanding trade accounts receivable as at June 30, 2010 and December 31, 2009, can be analyzed as follows;
	
	IN BAHT

	
	Consolidated                       financial statements
	Separate financial statements

	
	June 30, 2010
	June 30, 2010
	December 31, 2009

	
	
	
	

	Not yet due
	3,435,934
	3,435,934
	37,812,720

	Over due 
	
	
	

	Up to 3 months
	41,573,574
	41,573,574
	22,349,486

	3 – 6 months
	18,182,316
	18,182,316
	597,410

	6 – 12 months
	1,349,683
	1,349,683
	23,359

	Over 12 months
	4,634,107
	4,634,107
	4,848,875

	Total
	69,175,614
	69,175,614
	65,631,850

	Less : Allowance for doubtful accounts
	(5,637,143)
	(5,637,143)
	(4,872,234)

	Net
	63,538,471
	63,538,471
	60,759,616


As at June 30, 2010, the outstanding balance of account receivable-related companies in the amounting of Baht 985,724 was not yet due.
7.
FIXED DEPOSITS PLEDGED AS COLLATERAL
As at June 30, 2010, the Company held fixed deposits from two commercial banks amounting of Baht  25.75 million (December 31, 2009: Baht 25.75 million.) The deposits were pledged as collateral for issuing credit facilities comprising short-term loans, letter of credit and trust receipt (Note 11) and to guarantee the payment of goods to suppliers (Note 21). 
8.
INVESTMENTS IN SUBSIDIARY
The details of investments presented in the separate financial statements are as follows;
	
	Issue and Paid up Capital         (In Baht)
	% of Holding
	Cost method 
(In Baht)

	
	June 30, 
2010
	December 31, 2009
	June 30, 
2010
	December 31, 2009
	June 30, 
2010
	December 31, 2009

	
	
	
	
	
	
	

	Install Direct Co.,Ltd.
	5,000,000
	-
	100.00
	-
	5,000,000
	-


On March 10, 2010, the shareholders at the Annual General Shareholders’ meeting of BuilderSmart Public Company Limited passed a resolution to approve the establishment of fully controlled subsidiary, Install Direct Company Limited. The principal business operation of such company is to undertake the specific installation services, provide contractor training programs and after sales support services for products sold by BuilderSmart Public Company Limited. Such Company was incorporate on April 26, 2010. 

9.
EQUIPMENT, NET
	
	IN BAHT

	
	Consolidated                       financial 
statements
	Separate

financial
statements

	For the six-month period ended  June 30, 2010
	
	

	Opening net book value
	22,628,384
	22,628,384

	Additions 
	7,687,629
	7,687,629

	Disposals
	(27,287)
	(27,287)

	Depreciation 
	(4,088,686)
	(4,088,686)

	Closing net book value
	26,200,041
	26,200,041


As at June 30, 2010, 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 10.08 million (December 31, 2009: Baht 8.17 million.)
As at June 30, 2010, 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 0.45 million (December 31, 2009: Baht 0.65 million.)
10.
INTANGIBLE ASSET, NET
	
	IN BAHT

	
	Consolidated                       financial statements
	Separate

financial

statements

	For the six - month period ended June 30, 2010
	
	

	Opening net book value
	

1,550,196
	1,550,196

	Amortization  
	(188,571)
	(188,571)

	Closing net book value
	1,361,625
	1,361,625


11.
BANK OVERDRAFTS AND SHORT-TERM LOANS FROM FINANCIAL INSTITUTIONS
	
	IN BAHT

	
	Consolidated                       financial statements
	Separate financial statements

	
	June 30, 2010
	June 30, 2010
	December 31, 2009

	
	
	
	

	Promissory note
	40,729,896
	40,729,896
	33,425,491

	Trust receipt
	21,113,429
	21,113,429
	11,212,407

	Total
	61,393,325
	61,393,325
	44,637,898


As at June 30, 2010, 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, 2009: 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 3.90% to 4.40% per annum.
12. 
PAYABLES FROM CROSS CURRENCY SWAP CONTRACTS, NET
As at June 30, 2010, the Company is a party to cross currency swap contracts for hedging its liabilities denominated in US Dollar with the outstanding notional amount of USD 0.25 million (December 31, 2009: none). The details of such balance are as follow;
	
	IN BAHT

	
	Consolidated                       financial statements
	Separate financial statements

	
	June 30, 2010
	June 30, 2010
	December 31, 2009

	
	
	
	

	Payables from cross currency swap contracts
	8,290,099
	8,290,099
	-

	Receivables from cross currency swap contracts
	(8,075,400)
	(8,075,400)
	-

	Payables from cross currency swap contracts, net
	214,699
	214,699
	-


13.
LIABILITIES UNDER HIRE PURCHASE AGREEMENTS, NET
	
	IN BAHT

	
	Consolidated                       financial statements
	Separate financial statements

	
	June 30, 2010
	June 30, 2010
	December 31, 2009

	
	
	
	

	Liabilities under hire purchase agreements  
	65,607
	65,607
	262,430

	Less : Deferred interest charges
	(4,359)
	(4,359)
	(18,238)

	        Total
	61,248
	61,248
	244,192

	Less : Current  portion
	(61,248)
	(61,248)
	(244,192)

	         Long-term portion, net
	-
	-
	-


14. 
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. 

15. 
DIVIDENDS PAID

At the ordinary shareholders’ meeting held on March 9, 2010, the shareholders passed the resolutions to approve the payment of dividends amounting of Baht 5.70 million. The dividends were paid to the shareholders who hold 150 million units of ordinary shares of Baht 0.038 per share. The dividends were paid on April 5, 2010.
16. 
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 separate financial statements is Baht 253,599.
17.
EXPENSES BY NATURE
Significant expenses by nature for the six-month periods ended June 30, 2010 and 2009 are as follows;

	

	IN BAHT

	
	Consolidated                       financial statements
	Separate financial statements

	
	June 30,2010
	June 30,2010
	December 31,2009

	
	
	
	

	Changes in finished goods
	(23,262,973)
	(23,262,973)
	(2,773,890)

	Purchase of finished goods ,net
	210,012,012
	210,012,012
	138,666,797

	Depreciation  and amortization – Owned assets
	4,250,582
	4,250,582
	3,103,684

	Bad debts and doubtful accounts 
	764,909
	764,909
	555,314

	Staff costs
	20,680,907
	20,279,262
	17,523,155

	Commission, advertising and sale promotion
	4,802,632
	4,802,632
	2,526,994

	Transport and distribution
	4,931,565
	4,931,565
	2,599,278

	Operating lease rental
	3,762,354
	3,762,354
	1,898,019

	Consultant and professional service fee
	3,749,996
	3,709,996
	2,336,760


18.
TRANSACTIONS WITH RELATED PARTIES
A) 
Relationship and pricing policies
The relationship among the Company, subsidiary and the related parties are as follows;
	
	Relationship

	
	June 30,2010
	December 31,2009

	Subsidiary
	
	

	      Install Direct Company Limited
	100% shareholding
	100% shareholding

	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


18.
TRANSACTIONS WITH RELATED PARTIES (CON’T)
A) 
Relationship and pricing policies (Con’t)
The pricing policies between the Company, subsidiary and related parties are as follows;

· The goods and services sold to subsidiary were carried out on commercial terms and conditions.
· The goods and services purchased from subsidiary were carried out on commercial terms and conditions.
· The rental expenses to related party are charged at the rate based on rental agreement which is not in excess of market price. 
· Short-term loans from subsidiary charged interest at the rate of 3% per annual.
B)   Balances between related parties
	
	In Baht

	
	Consolidated                       financial statements
	
	Separate                          financial statements

	
	June 30, 
2010
	
	December 31, 2009
	
	June 30, 
2010
	
	December 31, 2009

	
	
	
	
	
	
	
	

	Trade accounts receivable
	
	
	
	
	
	
	

	Install Direct Company Limited
	-
	
	-
	
	985,724
	
	-

	
	
	
	
	
	
	
	

	Trade accounts payable
	
	
	
	
	
	
	

	Install Direct Company Limited
	-
	
	-
	
	731,299
	
	-

	
	
	
	
	
	
	
	


The ending balances and the movement of short-term loans from subsidiary in the separate financial statements for the six-month periods ended June 30, 2010 can be analyzed as follows; 
	
	In Baht

	
	Beginning balance
	
	Lending
	
	Repayment of principal
	
	Ending    balance

	
	
	
	
	
	
	
	

	Install Direct Company Limited
	
	
	
	
	
	
	

	Principal 
	-
	
	4,500,000
	
	-
	
	4,500,000


18.
TRANSACTIONS WITH RELATED PARTIES (CON’T)

C)
Related party transactions

The related-party transactions for the six-month periods ended June 30, 2010  and 2009 are as follows;
	
	In Baht

	
	Consolidated                       financial statements
	
	Separate                          financial statements

	
	2010
	
	2009
	
	2010
	
	2009

	Sales 
	
	
	
	
	
	
	

	Install Direct Company Limited
	-
	
	-
	
	981,933
	
	-

	Purchase of goods and services
	
	
	
	
	
	
	

	Install Direct Company Limited
	-
	
	-
	
	683,457
	
	-

	  Rental expenses
	
	
	
	
	
	
	

	Sobreuk associate(Body of persons)
	-
	
	780,000
	
	862,000
	
	780,000

	
	
	
	
	
	
	
	


19.
FINANCIAL INFORMATION BY SEGMENT
The Group operates in two business segments as follows;     

· Sell of construction material, tool and equipment for construction and interior design. [BuilderSmart Public Company Limited]
· Undertake the specific installation services and provide after-sales support services.[Subsidiary: Install Direct Company Limited]
There is no presentation of financial information by business segment for the six-month period ended    June 30, 2010, are the revenues related to installation and after-sale service segment are insignificant and are inter-company transaction.
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.
19.
FINANCIAL INFORMATION BY SEGMENT (CON’T)
Consolidated financial statements 

For the six-month periods ended June 30, 2010 and 2009, the revenues classified by domestic and export markets are as follows;

	
	IN BAHT

	
	Domestic
	Foreign
	Total

	
	2010
	2009
	2010
	2009
	2010
	2009

	
	
	
	
	
	
	

	Sales
	220,227,337
	169,108,050
	11,089,045
	15,660,886
	231,316,382
	184,768,936

	Cost of sales
	(175,006,206)
	(128,766,948)
	(6,742,833)
	(7,125,959)
	(181,749,039)
	(135,892,907)

	Gross profit
	45,221,131
	40,341,102
	4,346,212
	8,534,927
	49,567,343
	48,876,029

	Selling and
	
	
	
	
	

	administrative expenses
	
	
	
	(54,069,640)
	(40,560,664)

	Other income
	
	
	
	
	2,513,474
	1,680,631

	Profit (loss) before financial  
	
	
	
	
	

	costs and  income tax  
	
	
	
	(1,988,823)
	9,995,996

	Financial costs
	
	
	
	
	(1,583,218)
	(1,186,741)

	Income tax
	
	
	
	
	-
	(1,240,887)

	Net profit (loss)
	
	
	
	
	(3,572,041)
	7,568,368


20.
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 uses derivative instruments, as and when it considers appropriate, to manage such risks.
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.

20.
FINANCIAL INSTRUMENTS (CON’T)
C)
FOREIGN CURRENCY RISK 

A portion of the Company’s sale and purchase are made in foreign currency. The proceeds from export sale were made in US dollar and the payment for importing of goods are made in various currency such as US dollar, Euro, New Zealand dollar and Australia dollar. For the period ended June 30, 2010, total sale and purchase transactions which were dominated in foreign currency, approximate to Thai Baht of 8.9 million and 63.7 million respectively. The Company manages such risks through the use of forward currency contract, as and when it considers appropriate.
As at June 30, 2010, foreign currency-dominated assets and liabilities which were unhedged  in the consolidated and separated financial statement are as follows;

	     FOREIGN CURRENCY-DOMINATED ASSETS

	         U.S.Dollar
	121,458

	
	

	     FOREIGN CURRENCY-DOMINATED LIABILITIES

	U.S.Dollar
	881,041

	New Zealand Dollar
	149,373

	Euro
	3,373


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 accrued expenses. Their carried values approximate to their fair values.
21.
CAPITAL COMMITMENTS AND CONTINGENT LIABILITIES 
A) 
CONTRACTS OF LAND AND PROPERTY LEASES
As at June 30, 2010, the Company had ten 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 15,335,959 with the detail as follows;
	Year
	Baht

	2010
	3,997,837

	2011
	6,663,462

	2012
	4,316,660

	2013
	358,000


B) 
BANK GUARANTEE ISSUED BY BANKS
As at June 30, 2010, the Company had letters of guarantee issued by banks for payment of goods to suppliers amounting of Baht 32 million.
22. 
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, 2010, the Company's debt-to-equity ratio was 1.21:1(December 31, 2009: 0.91:1) 
23.
APPROVAL OF INTERIM FINANCIAL STATEMENTS

These interim financial statements were authorized for issue by the Company’s Board of directors on    August 9, 2010.
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