TAPACO PUBLIC COMPANY LIMITED AND ITS SUBSIDIARY

Notes to the interim financial statements

January 31, 2011 and 2010 (Reviewed)

October 31, 2010 (Audited)

1.
GENERAL
Tapaco Public Company Limited, the “Company”, is incorporated in Thailand and has its registered office at 789/40 Moo 1, Thumbol Nongkham, Amphur Sriracha, Chonburi, Thailand.

The Company was listed on the Stock Exchange of Thailand in the Market for Alternative Investment (MAI) on December 2, 2004.
The Company is engaged in manufacturing of plastic parts and parts assembly for electrical and electronic products.
2.
BASIS FOR PREPARATION OF INTERIM FINANCIAL STATEMENTS 
The interim financial statements are prepared on a condensed basis in accordance with Thai Accounting Standard (“TAS”) No. 34  Interim Financial Reporting including related interpretations and guidelines promulgated by the Federation of Accounting Professions (“FAP”), applicable rules and regulations of the Securities and Exchange Commission and with generally accepted accounting principles in Thailand.

The interim financial statements are prepared to provide an update on the financial statements for the year ended October 31, 2010.  They focus on new activities, events and circumstances to avoid repetition of information previously reported. Accordingly, these interim financial statements should be read in conjunction with the financial statements for the year ended October 31, 2010.

The consolidated interim financial statements comprise the financial statements of the Company and its subsidiary (together referred to as the “Group”).  The subsidiary is Tapaco Mold Company Limited (registered in Thailand), which is 97.04% owned as at January 31, 2011.  Significant intra-group transactions between the Company and its subsidiary are eliminated on consolidation.

Accounting policies and methods of computation applied in the interim financial statements for the three-month period ended January 31, 2011 are consistent with those applied in the financial statements for the year ended October 31, 2010. 

For convenience of the readers, an English translation of the financial statements has been prepared from the Thai language statutory financial statements that are issued for domestic financial reporting purposes.
3. 
RELATED PARTY TRANSACTIONS AND BALANCES

Related parties are those parties controlled by the Company or have power control over the Company, directly or indirectly, or have significant influence over the financial or operating policies of the Company. 

The pricing policies for particular types of transactions are explained further below:

	Type of Transactions
	
	Pricing Policies

	
	
	

	Sale of goods / plastic injection mold   services 
	
	The prices provided in the normal course of business do not significantly vary in term of gross profit rate between related parties and other customers.

	
	
	   

	Purchase of machinery and equipment
	
	The price is determined based on the related party’s cost plus its normal margin or less discounts of 3% to 10%.

	   
	
	   

	Purchase of supply parts  
	
	The price is agreed by both parties in the case that it is an urgent order and the Company is unable to purchase them at the same quality from local resources.

	
	
	

	License, technical assistance and     marketing advisory service fees    and engineering service fee
	
	The calculation is based on the amounts indicated in the agreement.

	
	
	

	Management fee
	
	Agreed prices


Significant transactions for the three-month periods ended January 31, 2011 and 2010 with related parties were as follows:

	
	In Thousand Baht

	
	Consolidated
	
	Separate

	
	financial statements
	
	financial statements

	
	2011
	
	2010
	
	2011
	
	2010

	Subsidiary:
	
	
	
	
	
	
	

	Tapaco Mold Company Limited
	
	
	
	
	
	
	

	Purchase of equipment
	-
	
	-
	
	5
	
	-

	
	
	
	
	
	
	
	

	Cost of mold services
	-
	
	-
	
	2,281
	
	1,346

	
	
	
	
	
	
	
	

	Related party:
	
	
	
	
	
	
	

	Partner Industry Co., Ltd.
	
	
	
	
	
	
	

	Revenue from sale of goods and
	
	
	
	
	
	
	

	   rendering of services
	603
	
	753
	
	603
	
	753

	
	
	
	
	
	
	
	

	Purchase of equipment
	-
	
	631
	
	        -
	
	631

	
	
	
	
	
	
	
	

	Purchase of supply parts 
	1,062
	
	906
	
	877
	
	864

	
	
	
	
	
	
	
	

	License, technical assistance and  
	
	
	
	
	
	
	

	   marketing advisory service fees 
	
	
	
	
	
	
	

	   and engineering service fee
	4,029
	
	3,374
	
	3,639
	
	2,984

	
	
	
	
	
	
	
	

	Management fee
	        -
	
	243
	
	        -
	
	243

	
	
	
	
	
	
	
	


Balances as at January 31, 2011 and October 31, 2010 with related parties were as follows:

	
	In Thousand Baht

	
	Consolidated
	
	Separate

	
	financial statements
	
	financial statements

	
	January 31,
	
	October 31,
	
	January 31,
	
	October 31,

	
	2011
	
	2010
	
	2011
	
	2010

	Subsidiary:
	
	
	
	
	
	
	

	Tapaco Mold Company Limited
	
	
	
	
	
	
	

	Other payable
	-
	
	-
	
	1,808
	
	1,711

	
	
	
	
	
	
	
	

	Related party:
	
	
	
	
	
	
	

	Partner Industry Co., Ltd.
	
	
	
	
	
	
	

	Trade account receivable
	653
	
	673
	
	653
	
	673

	
	
	
	
	
	
	
	

	Trade account payable
	452
	
	23
	4
	337
	
	23

	
	
	
	
	
	
	
	

	Other payable
	1,297
	
	1,210
	
	1,297
	
	1,210

	
	
	
	
	
	
	
	


The trade account receivable is aged as follows:
	
	In Thousand Baht

	
	Consolidated
	
	Separate

	
	financial statements
	
	financial statements

	
	January 31,
	
	October 31,
	
	January 31,
	
	October 31,

	
	2011
	
	2010
	
	2011
	
	2010

	Partner Industry Co., Ltd.
	
	
	
	
	
	
	

	Current
	653
	
	673
	
	653
	
	673


Significant agreements with related parties
License, technical assistance and marketing advisory services agreement

On August 1, 2003, the Company had a license, technical assistance and marketing advisory services agreement with a related party, Partner Industry Co., Ltd.  Under the term of the agreement, both parties have agreed as follows:

(a)
The related party shall grant to the Company sole and exclusive license, together with the right to grant sub-licenses, to make, to use and to sell throughout the world any or all of the products as indicated in the agreement,
(b)
The related party shall assist the Company all appropriate and necessary services to advise and transfer its experience and know-how to the Company to the extent that the Company may manufacture the products, engage in this type of business and provide services to the Company’s customers as indicated in the agreement, and
(c)
The related party shall assist the Company with operational marketing activities as indicated in the agreement.

On August 1, 2008, the Company had renewed the above license, technical assistance and marketing advisory services agreement for a period of 3 years 6 months expiring on January 31, 2012.  Under the agreement, the Company has to pay the license, technical assistance and marketing advisory service fees at the rate of 2.875%, of the sales value of products as specified.
Engineering consultancy services agreement

On April 1, 2008, the subsidiary entered into an engineering consultancy services agreement with a related party, Partner Industry Co., Ltd., whereby the latter agrees to provide the technical knowledge and expertise to the subsidiary to enable it to manufacture and service in respect of the lay out and manufacturing of international standard mold and die products.  In consideration thereof, the subsidiary has to pay monthly service fee of Baht 130,000. The term of this agreement is for a period of one year expiring on March 31, 2009 and has renewed the agreement for an additional term of one year.

4.
TRADE ACCOUNTS RECEIVABLE - OTHERS 
As at January 31, 2011 and October 31, 2010, the Company had outstanding balance of trade accounts receivable - others, aged as follows:
	
	In Thousand Baht

	
	Consolidated
	
	Separate

	
	financial statements
	
	financial statements

	
	January 31,
	
	October 31,
	
	January 31,
	
	October 31,

	
	2011
	
	2010
	
	2011
	
	2010

	
	
	
	
	
	
	
	

	Current
	61,003
	
	69,769
	
	59,835
	
	67,731

	Overdue:
	
	
	
	
	
	
	

	· Not over 3 months
	18,711
	
	8,031
	
	17,138
	
	8,031

	Total
	79,714
	
	77,800
	
	76,973
	
	75,762


5.
Investment in subsidiary

As at January 31, 2011 and October 31, 2010, the details of investment in the separate financial statements were as follows:

	
	Ownership
	
	In Thousand Baht

	
	interest
	
	Paid-up
	
	Cost
	
	Dividend

	
	(%)
	
	capital
	
	Method
	
	Income

	Tapaco Mold Company Limited
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	At January 31, 2011
	97.04
	
	45,000
	
	43,830
	
	-

	
	
	
	
	
	
	
	

	At October 31, 2010
	95.27
	
	45,000
	
	42,870
	
	-


At the board of directors meeting of the Company held on December 18, 2010, the board of directors approved the Company to purchase investment in subsidiary, Tapaco Mold Company Limited, from the existing shareholders of 160,000 shares at Baht 6 per share, totaling Baht 960,000.  Resulting in an increase of the ownership interest in subsidiary from 95.27% to 97.04%.
6.
PROPERTY, PLANT AND EQUIPMENT - NET

During the three-month period ended January 31, 2011, the Group has additionally acquired machinery and equipment for expansion of new factory totaling Baht 12.6 million.
7.
SHARE CAPITAL

	
	In Baht
	
	In Thousand Shares / In Thousand Baht

	
	Par
	
	2010
	
	2009

	
	value
	
	Number
	
	Amount
	
	Number
	
	Amount

	Authorized
	
	
	
	
	
	
	
	
	

	At November 1, and 
	
	
	
	
	
	
	
	
	

	  January 31,
	
	
	
	
	
	
	
	
	

	- ordinary shares
	1
	
	138,000
	
	138,000
	
	138,000
	
	138,000

	
	
	
	
	
	
	
	
	
	

	Issued and fully paid-up
	
	
	
	
	
	
	
	
	

	At November 1,
	
	
	
	
	
	
	
	
	

	- ordinary shares
	
	
	92,000
	
	92,000
	
	92,000
	
	92,000

	Increase of new shares
	
	
	150
	
	150
	
	    -
	
	    -

	At  January 31,
	
	
	
	
	
	
	
	
	

	- ordinary shares
	
	
	92,150
	
	92,150
	
	92,000
	
	92,000


The Company registered the capital increase of Baht 0.15 million with the Ministry of Commerce on February 10, 2011, the Company received the proceeds of Baht 0.35 million which was separately recorded as its share capital of Baht 0.15 million and share premium of Baht 0.2 million.
WARRANT

The Company issued and offered 45,999,985 units of free warrants on June 1, 2010 to the existing shareholders on the basis of 2 ordinary shares for 1 unit of warrant.  The term of the warrants are as follows:
	Exercise ratio:
	1 unit of warrant to 1 new ordinary share (the exercise ratio may from time to time be changed in accordance with the adjustment provisions of the warrants.)

	
	

	Exercise price per share:
	Baht 2.30 per share (the exercise price may from time to time be changed in accordance with the adjustment provisions of the warrants.)

	
	

	Exercise period:
	The warrants shall be exercisable, in whole or in part, after the six months of the issuing date of the warrants.  The exercise date shall be the last business day of January, April, July and October of every year and the last exercise date is on May 31, 2013

	
	

	Term of warrants:
	3 years from the date on which the warrants are issued to the existing shareholders.


As at January 31, 2011, the remaining balance of unexercised warrants was 45,849,985 units 

8.

MINORITY INTEREST 

As described in Note 5, such transaction resulting in a decrease of minority interest in Tapaco Mold Company Limited from 4.73% to 2.96%.  The movement of minority interest for the three-month period ended January 31, 2011 were as follows:

	
	In Thousand Baht

	
	

	Balance as at November 1, 2010
	2,595

	Shares purchase from minority interest
	(960)

	Dilution in minority interest
	(30)

	Net profit attributable to minority interest
	55

	Balance as at January 31, 2011
	1,660


9.
INCOME TAX

The Company used income tax rate of 20% for the calculation of corporate income tax for the three-month period ended January 31, 2011 attributable to the Section 3, Section 4 and Section 5 of the Royal Decree Issued Under the Revenue Code Regarding Deduction in Tax Rate (No. 475) B.E. 2551 for the Company’s first project operation which corporate income tax exemption under promoted businesses were expired in June 2007.

The subsidiary has no income tax on its net profit for the three-month period ended January 31, 2011 due to almost all revenues being generated from operations under promoted businesses which were exempted from the payment of income tax and the utilization of tax loss carried forwards.
10.
Segment information
Segment information is presented in respect of the Group’s business and geographic segments.  The primary format, business segment is based on the Group’s management and internal reporting structure.

Business segments

The Group is comprised the following main business segments:

	Manufacturing of plastic parts
	:
	Manufacturing of plastic parts and parts assembly for electrical and 

	
	
	electronic products

	
	
	

	Manufacturing of mold
	:
	Manufacturing of plastic injection mold

	
	
	

	Service
	:
	Providing repair, maintenance and modification services for plastic 

	
	
	injection mold


Business segment results for the three-month periods ended January 31, 2011 and 2010 were as follows:
	
	In Thousand Baht

	

	Tapaco Public 
	
	
	
	
	
	
	
	
	
	
	
	

	
	Company Limited
	
	Tapaco Mold Company Limited
	
	
	
	
	
	

	
	Manufacturing of
	
	Manufacturing of
	
	
	
	
	
	
	
	
	
	
	
	

	
	plastic parts
	
	Mold
	
	Service
	
	Total
	
	Eliminating
	
	Total

	
	2011
	
	2010
	
	2011
	
	2010
	
	2011
	
	2010
	
	2011
	
	2010
	
	2011
	
	2010
	
	2011
	
	2010

	Revenue from sale of       
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	   goods and rendering
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	   Services
	127,167
	
	104,557
	
	6,927
	
	6,882
	
	3,214
	
	1,743
	
	10,141
	
	8,625
	
	(2,286)
	
	(1,346)
	
	135,022
	
	111,836

	Cost of sales of goods 
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	   and rendering of
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	   Services
	(95,014)
	
	(76,959)
	
	(4,642)
	
	(3,675)
	
	(2,269)
	
	(905)
	
	(6,911)
	
	(4,580)
	
	2,286
	
	1,346
	
	(99,639)
	
	(80,193)

	Gross margin
	32,153
	
	27,598
	
	2,285
	
	3,207
	
	945
	
	838
	
	3,230
	
	4,045
	
	-
	
	-
	
	35,383
	
	31,643

	Selling and administrative
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	   expenses and management
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	   Remuneration
	(18,930)
	
	(16,988)
	
	
	
	
	
	
	
	
	
	(2,153)
	
	(1,766)
	
	-
	
	-
	
	(21,083)
	
	(18,754)

	Gain (loss) on exchange
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	   rate – net
	196
	
	44
	
	
	
	
	
	
	
	
	
	114
	
	(1)
	
	-
	
	-
	
	310
	
	43

	Other income
	31
	
	43
	
	
	
	
	
	
	
	
	
	30
	
	-
	
	-
	
	-
	
	61
	
	43

	Finance costs
	(2,085)
	
	(1,152)
	
	
	
	
	
	
	
	
	
	(14)
	
	(99)
	
	-
	
	-
	
	(2,099)
	
	(1,251)

	Income tax expense
	(240)
	
	(255)
	
	
	
	
	
	
	
	
	
	-
	
	-
	
	-
	
	-
	
	(240)
	
	(255)

	Profit before 
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	   minority interest
	11,125
	
	9,290
	
	
	
	
	
	
	
	
	
	1,207
	
	2,179
	
	-
	
	-
	
	12,332
	
	11,469


Geographic segments

In presenting information on the basis of geographical segments, segment revenue is based on the geographic location of customers.
Group’s segment revenues based on the geographic location of customers for the three-month periods ended January 31, 2011 and 2010, were as follows:
	
	In Thousand Baht

	
	2011
	
	2010

	
	
	
	

	Thailand
	99,762
	
	77,295

	Singapore
	28,592
	
	26,170

	Others
	6,668
	
	8,371

	Total
	135,022
	
	111,836


11.
EARNINGS PER SHARE

BASIC EARNINGS PER SHARE

Basic earnings per share for the three-month periods ended January 31, 2011 and 2010 are determined by dividing the profit attributable to equity holders of the Company by the weighted average number of ordinary shares outstanding during the periods as follows: 

	
	In Thousand Shares / In Thousand Baht

	
	Consolidated
	
	Separate

	
	financial statements
	
	financial statements

	
	2011
	
	2010
	
	2011
	
	2010

	Profit attributable to equity 
	
	
	
	
	
	
	

	   holders of the Company (basic)
	12,277
	
	10,438
	
	11,125
	
	9,290

	
	
	
	
	
	
	
	

	Number of ordinary shares
	
	
	
	
	
	
	

	   outstanding at November 1,
	92,000
	
	92,000
	
	92,000
	
	92,000

	Effective of conversion share
	7
	
	       -
	
	7
	
	       -

	Weighted average number of ordinary   
	
	
	
	
	
	
	

	   shares outstanding (basic)
	92,007
	
	92,000
	
	92,007
	
	92,000

	
	
	
	
	
	
	
	

	Earnings per share (basic) (Baht)
	0.13
	
	0.11
	
	0.12
	
	0.10


Diluted earnings per share

Diluted earnings per share for the three-month periods ended January 31, 2011 and 2010 are determined by dividing the profit attributable to equity holders of the Company by the weighted average number of ordinary shares outstanding during the periods after adjusting for the effects of all dilutive potential ordinary shares as follows: 

	
	In Thousand Shares / In Thousand Baht

	
	Consolidated
	
	Separate

	
	financial statements
	
	financial statements

	
	2011
	
	2010
	
	2011
	
	2010

	Profit attributable to equity 
	
	
	
	
	
	
	

	   holders of the Company (diluted)
	12,277
	
	10,438
	
	11,125
	
	9,290

	
	
	
	
	
	
	
	

	Number of ordinary shares outstanding (basic)
	92,007
	
	92,000
	
	92,007
	
	92,000

	Effect of exercise of warrants
	13,343
	
	       -
	
	13,343
	
	       -

	Number of ordinary shares
	
	
	
	
	
	
	

	   outstanding (diluted)
	105,350
	
	92,000
	
	105,350
	
	92,000

	
	
	
	
	
	
	
	

	Earnings per share (diluted) (Baht)
	0.12
	
	0.11
	
	0.11
	
	0.10


12.
COMMITMENTS 
As at January 31, 2011, the Group entered into vehicle rental agreements for various periods up to October 2014.  The Group is committed to pay rental fee under the agreements as follows:  

	
	In Thousand Baht

	
	Consolidated
	
	Separate

	
	financial statements
	
	financial statements

	
	January 31,
	
	October 31,
	
	January 31,
	
	October 31,

	
	2011
	
	2010
	
	2011
	
	2010

	
	
	
	
	
	
	
	

	Within 1 year
	5,688
	
	5,361
	
	5,160
	
	4,833

	After 1 year but within 5 years
	10,714
	
	10,299
	
	9,290
	
	8,743

	Total
	16,402
	
	15,660
	
	14,450
	
	13,576


13.
CONTINGENT LIABILITIES

As at January 31, 2011, the Group had contingent liability for letters of guarantee issued by the banks in favor of a government agency and a state enterprise totaling Baht 3.2 million.
14.    EVENT AFTER THE BALANCE SHEET DATE
At the annual general meeting of the shareholders of the Company held on February 25, 2011, the shareholders approved the payment of annual dividends of Baht 0.23 per share, amounting to Baht 21.16 million.  However, an interim dividend was paid to the shareholders on August 20, 2010 at Baht 0.05 per share, amounting to Baht 4.6 million.  The remaining unpaid dividend at Baht 0.18 per share, amounting to Baht 16.56 million will be paid to the shareholders on March 16, 2011.

15.
APPROVAL OF INTERIM FINANCIAL STATEMENTS

These interim financial statements have been approved for dissemination by the Company’s directors on March 10, 2011.
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