TAPACO PUBLIC COMPANY LIMITED AND ITS SUBSIDIARY

Notes to the interim financial statements

April 30, 2009 and 2008 (Reviewed)

October 31, 2008 (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 No. 41 (revised 2007) Interim Financial Reporting including related interpretations and guidelines promulgated by the Federation of Accounting Professions, 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, 2008.  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, 2008.

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 52.67% owned.  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 and six-month periods ended April 30, 2009 are consistent with those applied in the financial statements for the year ended October 31, 2008. 

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 related parties consisted of:
	
	
	
	
	
	
	Percentage of Holding

	
	
	
	
	
	
	(%)

	
	
	
	
	
	
	April 30,
	
	October 31,

	Company and party
	
	Type of Business
	
	Relationships
	
	2009
	
	2008

	
	
	
	
	
	
	
	
	

	Tapaco Mold
	
	Manufacturing of
	
	Subsidiary
	
	52.67
	
	52.67

	  Company Limited
	
	  molds and provider
	
	
	
	
	
	

	
	
	  of mold services
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	Partner Industry
	
	Plastic parts 
	
	Co-shareholders  
	
	-
	
	-

	  Co., Ltd.
	
	   assembly
	
	  and directors
	
	
	
	


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.

	
	
	

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

	
	
	

	Lay out service fee
	
	Agreed prices


Significant transactions for the three-month period ended April 30, 2009 and 2008 with related parties were as follows:

	
	In Thousand Baht

	
	Consolidated
	
	Separate

	
	financial statements
	
	financial statements

	
	2009
	
	2008
	
	2009
	
	2008

	Subsidiary:
	
	
	
	
	
	
	

	Tapaco Mold Company Limited
	
	
	
	
	
	
	

	Purchase of machinery and equipment
	-
	
	-
	
	41
	
	30

	
	
	
	
	
	
	
	

	Cost of mold services
	-
	
	-
	
	1,231
	
	852

	
	
	
	
	
	
	
	

	Related party:
	
	
	
	
	
	
	

	Partner Industry Co., Ltd.
	
	
	
	
	
	
	

	Revenue from sale of goods and
	
	
	
	
	
	
	

	   rendering of services
	2,651
	
	2,745
	
	2,483
	
	1,183

	
	
	
	
	
	
	
	

	Purchase of machinery and equipment
	1,673
	
	1,804
	
	1,673
	
	1,804

	
	
	
	
	
	
	
	

	Purchase of supply parts 
	303
	
	938
	
	300
	
	923

	
	
	
	
	
	
	
	

	Technical assistance and technology
	
	
	
	
	
	
	

	   transfer fees
	-
	
	1,500
	
	-
	
	1,500

	
	
	
	
	
	
	
	

	License and marketing advisory fees
	
	
	
	
	
	
	

	   and engineering service fee
	2,386
	
	2,786
	
	1,996
	
	2,436

	
	
	
	
	
	
	
	

	Lay out service fee
	211
	
	-
	
	211
	
	-

	
	
	
	
	
	
	
	


Significant transactions for the six-month period ended April 30, 2009 and 2008 with related parties were as follows:

	
	In Thousand Baht

	
	Consolidated
	
	Separate

	
	financial statements
	
	financial statements

	
	2009
	
	2008
	
	2009
	
	2008

	Subsidiary:
	
	
	
	
	
	
	

	Tapaco Mold Company Limited
	
	
	
	
	
	
	

	Purchase of machinery and equipment
	-
	
	-
	
	75
	
	631

	
	
	
	
	
	
	
	

	Cost of mold services
	-
	
	-
	
	3,082
	
	2,020

	
	
	
	
	
	
	
	


	
	In Thousand Baht

	
	Consolidated
	
	Separate

	
	financial statements
	
	financial statements

	
	2009
	
	2008
	
	2009
	
	2008

	Related party:
	
	
	
	
	
	
	

	Partner Industry Co., Ltd.
	
	
	
	
	
	
	

	Revenue from sale of goods and
	
	
	
	
	
	
	

	   rendering of services
	5,252
	
	6,337
	
	5,084
	
	3,634

	
	
	
	
	
	
	
	

	Purchase of machinery and equipment
	1,673
	
	3,108
	
	1,673
	
	3,108

	
	
	
	
	
	
	
	

	Purchase of supply parts 
	790
	
	1,592
	
	705
	
	1,404

	
	
	
	
	
	
	
	

	Technical assistance and technology
	
	
	
	
	
	
	

	   transfer fees
	-
	
	3,000
	
	-
	
	3,000

	
	
	
	
	
	
	
	

	License and marketing advisory fees
	
	
	
	
	
	
	

	   and engineering service fee
	5,099
	
	5,845
	
	4,319
	
	5,165

	
	
	
	
	
	
	
	

	Lay out service fee
	385
	
	-
	
	385
	
	-


Balances as at April 30, 2009 and October 31, 2008 with related parties were as follows:

	
	In Thousand Baht

	
	Consolidated
	
	Separate

	
	financial statements
	
	financial statements

	
	April 30,
	
	October 31,
	
	April 30,
	
	October 31,

	
	2009
	
	2008
	
	2009
	
	2008

	Subsidiary:
	
	
	
	
	
	
	

	Tapaco Mold Company Limited
	
	
	
	
	
	
	

	Other payable
	-
	
	-
	
	873
	
	1,102

	
	
	
	
	
	
	
	

	Related party:
	
	
	
	
	
	
	

	Partner Industry Co., Ltd.
	
	
	
	
	
	
	

	Trade account receivable
	4,230
	
	8,301
	
	4,050
	
	5,229

	
	
	
	
	
	
	
	

	Trade account payable
	102
	
	142
	4
	102
	
	142

	
	
	
	
	
	
	
	

	Other payable
	651
	
	1,289
	
	651
	
	1,263

	
	
	
	
	
	
	
	


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

	
	Consolidated
	
	Separate

	
	financial statements
	
	financial statements

	
	April 30,
	
	October 31,
	
	April 30,
	
	October 31,

	
	2009
	
	2008
	
	2009
	
	2008

	Partner Industry Co., Ltd.
	
	
	
	
	
	
	

	Current
	1,987
	
	2,315
	
	1,808
	
	1,952

	Overdue:
	
	
	
	
	
	
	

	-  Not over 3 months
	2,243
	
	4,530
	
	2,242
	
	3,277

	-  Over 3 months to 6 months
	-
	
	1,456
	
	-
	
	-

	Total
	4,230
	
	8,301
	
	4,050
	
	5,229


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

On August 1, 2003, the Company entered into 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.

In consideration for this agreement, the Company has to pay technical assistance and technology transfer fees of Baht 7,000,000 in the first year and from second year onwards at Baht 6,000,000 per year.  In addition, the Company has to pay the license fees and marketing advisory service fees at the rate of 2% and 3%, respectively, of the sales value of products specified in the agreement. The term of this agreement is for five years commencing from August 1, 2003 and shall be automatically renewed for another five years unless either of the parties gives the other party 30 days prior written notice of termination prior to the expiration date. The agreement was expired on July 31, 2008. However, on August 1, 2008, the Company entered into a renew agreement.  The term of the agreement is changed to 3 years 6 months and the Company has to pay the technical assistance and technology transfer fees, license fee and marketing advisory service fees at the rate of 2.875%, of the sales value of products as specified.

Engineering consultancy services agreement

On March 30, 2006, the subsidiary entered into 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 fees of Baht 220,000.  The term of this agreement is for one year commencing from April 1, 2006. However, on June 26, 2006 both parties agreed to amend certain terms and conditions of such agreement whereby the subsidiary has to pay monthly service fees of Baht 110,000 from July 1, 2006 onwards.  This agreement expired on March 31, 2008.  However, on April 1, 2008 both parties agreed for new agreement whereby 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.
On March 31, 2009 both parties agreed for new agreement whereby 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, 2010.
4.
TRADE ACCOUNTS RECEIVABLE - OTHERS 
As at April 30, 2009 and October 31, 2008, the Company had outstanding balance of trade accounts receivable - others, aged as follows:
	
	In Thousand Baht

	
	Consolidated
	
	Separate

	
	financial statements
	
	financial statements

	
	April 30,
	
	October 31,
	
	April 30,
	
	October 31,

	
	2009
	
	2008
	
	2009
	
	2008

	
	
	
	
	
	
	
	

	Current
	36,557
	
	66,012
	
	33,167
	
	62,622

	Overdue: Not over 3 months
	3,833
	
	2,242
	
	3,180
	
	2,241

	Total
	40,390
	
	68,254
	
	36,347
	
	64,863


5.
Investment in subsidiary

As at April 30, 2009 and October 31, 2008, 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
	
	
	
	
	
	
	

	April 30, 2009
	52.67
	
	45,000
	
	23,700
	
	-

	October 31, 2008
	52.67
	
	45,000
	
	23,700
	
	-


6.
CREDIT FACILITIES

As at April 30, 2009, the Group has agreements with local financial institutions for the following credit facilities:

	
	In Thousand 

	
	U.S. Dollars
	
	Baht

	
	
	
	

	Long-term loan
	-
	
	184,000

	Short-term loan
	-
	
	155,000

	Bank overdraft
	-
	
	25,000

	Letter of credit and trust receipts
	-
	
	20,000

	Forward contract
	4,475
	
	-

	Letter of guarantee
	-
	
	11,000

	Total
	4,475
	
	395,000


The credit facilities are secured by:

a) Mortgage of the Group’s land and structures and pledge of the Group’s machinery; and
b) Guarantee by certain directors.
The Group is committed to comply with certain conditions and restrictions contained in the agreements.
7.
LEGAL RESERVE
The legal reserve is set up under the provisions of Section 116 of the Public Companies Act B.E. 2535. Section 116 requires that a company shall allocate not less than 5% of its annual net profit, less any accumulated losses brought forward, to a reserve account (“legal reserve”), until this account reaches an amount not less than 10% of the registered authorized capital. The legal reserve is not available for dividend distribution.

8.    DIVIDENDS

At the annual general meeting of the shareholders of the Company held on February 28, 2008, the shareholders approved the payment of annual dividends of Baht 0.06 per share, amounting to Baht 5.52 million.  However, an interim dividend was paid to the shareholders on August 31, 2007 at Baht 0.03 per share, amounting to Baht 2.76 million.  The remaining dividend at Baht 0.03 per share, amounting to Baht 2.76 million was paid to the shareholders on March 17, 2008.
At the annual general meeting of the shareholders of the Company held on February 26, 2009, the shareholders approved the payment of annual dividends of Baht 0.15 per share, amounting to Baht 13.80 million.  However, an interim dividend was paid to the shareholders on September 12, 2008 at Baht 0.03 per share, amounting to Baht 2.76 million.  The remaining dividend at Baht 0.12 per share, amounting to Baht 11.04 million was paid to the shareholders on March 16, 2009.
9.
INCOME TAX

The Company used income tax rate of 20% for the calculation of corporate income tax for the six-month period ended April 30, 2009 attributable to the Section 3 and Section 4 of the Royal Decree Issued Under the Revenue Code Regarding Deduction in Tax Rate (No. 387) B.E. 2544 for the Company’s first project operation which corporate income tax exemption under promoted businesses were expired since June 2007.

The subsidiary has no income tax on its net profit for the six-month period ended April 30, 2009 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 molds
	:
	Manufacturing of plastic injection molds

	
	
	

	Service
	:
	Providing repair, maintenance and modification services for plastic 

	
	
	injection molds


Business segment results for the six-month periods ended April 30, 2009 and 2008 are as follows:
	
	In Thousand Baht

	

	Tapaco Public 
	
	
	
	
	
	
	
	
	
	
	
	

	
	Company Limited
	
	Tapaco Mold Company Limited
	
	
	
	
	
	

	
	Manufacturing of
	
	Manufacturing of
	
	
	
	
	
	
	
	
	
	
	
	

	
	plastic parts
	
	mold
	
	Service
	
	Total
	
	Eliminating
	
	Total

	
	2009
	
	2008
	
	2009
	
	2008
	
	2009
	
	2008
	
	2009
	
	2008
	
	2009
	
	2008
	
	2009
	
	2008

	Revenue from sale of       
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	   goods and rendering
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	   services
	155,260
	
	173,269
	
	15,651
	
	15,090
	
	3,674
	
	3,682
	
	19,325
	
	18,772
	
	(3,157)
	
	(2,705)
	
	171,428
	
	189,336

	Cost of sales of goods 
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	   and rendering of
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	   services
	(115,496)
	
	(131,930)
	
	(9,742)
	
	(13,307)
	
	(1,705)
	
	(1,680)
	
	(11,447)
	
	(14,987)
	
	3,157
	
	2,658
	
	(123,786)
	
	(144,259)

	Gross margin
	39,764
	
	41,339
	
	5,909
	
	1,783
	
	1,969
	
	2,002
	
	7,878
	
	3,785
	
	-
	
	(47)
	
	47,642
	
	45,077

	Selling and administrative
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	   expenses and directors’
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	   remuneration
	(32,653)
	
	(32,522)
	
	
	
	
	
	
	
	
	
	(3,259)
	
	(4,592)
	
	-
	
	-
	
	(35,912)
	
	(37,114)

	Gain (loss) on exchange 
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	   rate – net
	1,173
	
	(283)
	
	
	
	
	
	
	
	
	
	239
	
	(29)
	
	-
	
	-
	
	1,412
	
	(312)

	Other income
	185
	
	722
	
	
	
	
	
	
	
	
	
	38
	
	92
	
	-
	
	-
	
	223
	
	814

	Finance costs
	(2,745)
	
	(3,971)
	
	
	
	
	
	
	
	
	
	(401)
	
	(528)
	
	-
	
	-
	
	(3,146)
	
	(4,499)

	Income tax expense
	(123)
	
	(368)
	
	
	
	
	
	
	
	
	
	-
	
	-
	
	-
	
	-
	
	(123)
	
	(368)

	Profit (loss) before 
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	   minority interest
	5,601
	
	4,917
	
	
	
	
	
	
	
	
	
	4,495
	
	(1,272)
	
	-
	
	(47)
	
	10,096
	
	3,598


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 six-month periods ended April 30, 2009 and 2008, are as follows:
	
	In Thousand Baht

	
	2009
	
	2008

	
	
	
	

	Thailand
	82,828
	
	105,807

	Singapore
	51,173
	
	44,970

	Others
	37,427
	
	38,559

	Total
	171,428
	
	189,336


11.
FINANCIAL INSTRUMENTS

Financial risk management policies

The Group is exposed to normal business risks from changes in market interest rates and currency exchange rates and from non-performance of contractual obligations by counterparties. The Group does not issue derivative financial instruments for trading purposes.
Credit risk

Credit risk is the potential financial loss resulting from the failure of a customer or counterparty to settle its financial and contractual obligations to the Company as and when they fall due.

Management has a credit policy in place and the exposure to credit risk is monitored on an ongoing basis. Credit evaluations are performed on all customers requiring credit over a certain amount.  At the balance sheet date there were no significant concentrations of credit risk.  The maximum exposure to credit risk is represented by the carrying amount of each financial asset in the balance sheet.  
Liquidity risk

The Group monitors its liquidity risk and maintains a level of cash and cash equivalents deemed adequate by management to finance the Group’s operations and to mitigate the effects of fluctuations in cash flows.

Fair values

The fair value is the amount for which an asset could be exchanged, or a liability settled, between knowledgeable, willing parties in an arm’s length transaction.  In determining the fair value of its financial assets and liabilities, the Group takes into account its current circumstances and the costs that would be incurred to exchange or settle the underlying financial instrument.

The following methods and assumptions are used to estimate the fair value of each class of financial instruments:
Cash and cash equivalents, trade accounts receivable and other receivables - the carrying values approximate their fair values due to the relatively short-term maturity of these financial instruments.

Investment in shares, for which there are no quoted market price - a reasonable estimate of fair value, which has been calculated based on the underlying net assets base for such investment, approximates to the carrying value. 

Short-term loans from financial institutions, trade accounts payable and other payables - the carrying amounts of these financial liabilities approximate their fair values due to the relatively short-term maturity of these financial instruments.

Long-term loans mainly bear interest at floating rate, reference to the market rate - the carrying value approximates their fair value.

12.
COMMITMENTS 
The Group entered into vehicle rental agreements for various periods up to October 2012.  The Group is committed to pay rental fee under the agreements as follows:  
	
	In Thousand Baht

	
	Consolidated
	
	Separate

	
	financial statements
	
	financial statements

	
	April 30,
	
	October 31,
	
	April 30,
	
	October 31,

	
	2009
	
	2008
	
	2009
	
	2008

	
	
	
	
	
	
	
	

	Within 1 year
	3,942
	
	3,971
	
	3,534
	
	3,467

	After 1 year but within 5 years
	4,495
	
	5,999
	
	4,165
	
	5,489

	Total
	8,437
	
	9,970
	
	7,699
	
	8,956


13.
CONTINGENT LIABILITIES

As at April 30, 2009, 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.
RECLASSIFICATION OF ACCOUNTS 
Certain accounts in the 2008 financial statements and the 2008 interim financial statements have been reclassified to conform with the presentation in the 2009 interim financial statements.
15.
APPROVAL OF INTERIM FINANCIAL STATEMENTS

These interim financial statements have been approved by the Company’s directors on June 13, 2009.
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