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               YUASA  BATTERY  (THAILAND)  PUBLIC  COMPANY  LIMITED  AND  SUBSIDIARY COMPANY
                   NOTES  TO  THE  INTERIM FINANCIAL  STATEMENTS

               FOR  THE  THREE - MONTH AND SIX – MONTH PERIOD ENDED  JUNE  30,  2010 
1. GENERAL  INFORMATION  
Yuasa Battery (Thailand) Public Company Limited (“the Company”) was incorporated as a public limited company in Thailand and is a listed company in Market for Alternative Investment.  Its previous registered office was located at 33 Sukhumvit Soi 51, Sukhumvit Road, Kwang Klongton Nua, Khet Watthana, Bangkok, Thailand. The Company has two factories located in Bangpoo district, Samutprakarn province and Gateway industrial estate in Cha Cheang Sao province.  Subsequently on May 14, 2008, the Company’s registered office has been changed to 164, Moo 5, Soi Thedsaban 55, Sukhumvit Road, Tambol Taibanmai, Amphur Muangsamutprakan, Samutprakan, Thailand. The Company is engaged in manufacturing battery for automobiles and motorcycles.

The major shareholders of the Company are GS Yuasa International Ltd. (incorporated in Japan, owned 40.69%), and Metropolitan Motor Service Co., Ltd. (incorporated in Thailand, owned 19.13%).

Yuasa Sales and Distribution Co., Ltd. (“the Subsidiary”) was incorporated as a company limited in Thailand, and is engaged as a distributor of battery for Yuasa Battery (Thailand) Public Company Limited.  Its previous registered office was located at 33 Sukhumvit Soi 51, Sukhumvit Road, Kwang Klongton Nua, Khet Watthana, Bangkok, Thailand.  Subsequently on February 3, 2008, the Subsidiary’s registered office has been changed to 164, Moo 5, Soi Thedsaban 55, Sukhumvit Road, Tambol Taibanmai, Amphur Muangsamutprakan, Samutprakan, Thailand.  The major shareholder is Yuasa Battery (Thailand) Public Company Limited which owned 99.99%. 

The consolidated  and the separate financial statements as of  June 30, 2010, show  that        the Company has the excess of total current liabilities over total current assets of Baht 150.49 million       and Baht 91.78 million, respectively, which may effect to the Company’s liquidity. However,                  GS Yuasa International Ltd.,a major shareholder, continues to provide financial support to the Company (Note 17.3).  
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2.  BASIS FOR PREPARATION OF INTERIM FINANCIAL STATEMENTS 
2.1  The interim financial statements are prepared in accordance with Accounting standard No. 34 “Interim Financial Reporting (revised 2007)” and the Company has selected to present condensed interim financial statements. However, the Company has presented the balance sheet, and            the statements of income, changes in shareholders’ equity, and cash flows in the same format as that were used for the annual financial statements. The interim financial statements provide          the update information. It should be read in conjunction with the financial statements for the      year ended December 31, 2009.

2.2
The consolidated and the separate balance sheets as at December 31, 2009, presented herein for comparison, have been derived from the consolidated and the separate financial statements of      the Company for the year then ended which had been previously audited.

2.3
The unaudited results of operations presented in the quarter and six-month period ended June 30, 2010 are not necessarily an indication or anticipation of the operating results for the full year.

2.4    The consolidated financial statements consolidated the accounts of the Company and its  majority own (over 50%) subsidiary by eliminating significant related party transactions and balances and investment in share capital of the Subsidiary.


The subsidiary is Yuasa Sales and Distribution Co., Ltd., with 99.99% holding of which is treated 100%  in the consolidation. 
2.5
The preparation of financial statements in conformity with GAAP also requires the Company’s management to exercise judgments in order to determine the accounting policies, 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 reported amounts of revenue and expense during the reporting period.  Although these estimates are based on management’s reasonable consideration of current events, actual results may differ from these estimates.
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3. ADOPTION OF NEW ACCOUNTING STANDARDS
In May 2009, the Federation of Accounting Professions (FAP) has issued Notifications              No. 12/2552 regarding the renumbering of Thai Accounting Standards to match correspondingly with the International Accounting Standards. Therefore the numbers of Thai Accounting Standards   as used in these financial statements are corresponding to those according to this notification.

The Federation of Accounting Professions (FAP) has issued Notifications No. 17/2553 regarding Accounting Standards and Financial Reporting Standards (revised 2009) which have been published in the Royal Gazette as follows :

1)
An accounting standard which is effective for the current period as follows :

Framework for the Preparation and Presentation of Financial Statements (revised 2009)

However, the management has assessed the effect of this accounting standard, and believes that they do not have any significant impact on the financial statements for the current period.

2)
Accounting standards and financial reporting standards which are not effective for the current year as follows :

	
	      Effective date

	 Accounting Standard No.   1
   Presentation of Financial Statements
	

	
  (revised 2009)
	  January 1, 2011

	 Accounting Standard No.   2
   Inventories (revised 2009)
	  January 1, 2011

	 Accounting Standard No.   7
   Statement of Cash Flows (revised 2009)
	  January 1, 2011

	 Accounting Standard No.   8
   Accounting Policies, 
	

	   Changes in Accounting Estimates 
	

	   and Errors (revised 2009)
	  January 1, 2011

	 Accounting Standard No. 10
   Events After the Reporting Period
	

	   (revised 2009)
	  January 1, 2011

	 Accounting Standard No. 11
   Construction Contracts (revised 2009)
	  January 1, 2011

	 Accounting Standard No. 12
   Income Taxes 
	  January 1, 2013

	 Accounting Standard No. 17
   Leases (revised 2009)
	  January 1, 2011

	 Accounting Standard No. 20
   Accounting for Government Grants
	

	   and Disclosure of Government 
	

	   Assistance (revised 2009)
	  January 1, 2013

	 Accounting Standard No. 23
   Borrowing Costs (revised 2009)
	  January 1, 2011

	 Accounting Standard No. 24
   Related Party Disclosures 
	

	   (revised 2009)
	  January 1, 2011

	 Accounting Standard No. 27
   Consolidated and Separate 
	

	   Financial Statements (revised 2009)
	  January 1, 2011

	 Accounting Standard No. 28
   Investments in Associates (revised 2009)
	  January 1, 2011

	 Accounting Standard No. 29
   Financial Reporting in 
	

	   Hyperinflationary Economics
	  January 1, 2011

	 Accounting Standard No. 31
   Interests in Joint Venture (revised 2009)
	  January 1, 2011

	 Accounting Standard No. 33
   Earnings per Share (revised 2009)
	  January 1, 2011

	 Accounting Standard No. 34
   Interim Financial Reporting
	

	   (revised 2009)
	  January 1, 2011

	 Accounting Standard No. 36
   Impairment of Assets (revised 2009)
	  January 1, 2011

	 Accounting Standard No. 37
   Provisions, Contingent Liabilities and
	

	   Contingent Assets (revised 2009)
	  January 1, 2011
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	    Effective date

	
	

	Accounting Standard No. 38
   Intangible Assets (revised 2009)
	  January 1, 2011

	Accounting Standard No. 40
   Investment Property (revised 2009)
	  January 1, 2011

	Financial Reporting Standard    No. 5  Non - Current Assets 
	

	   Held for Sale and Discontinued 
	

	   Operations (revised 2009)
	  January 1, 2011

	Financial Reporting Standard   No. 6  Exploration for and Evaluation
	

	   of Mineral Resources 
	  January 1, 2011


The management of the Company is still evaluating the effect of these accounting standards as to their effect to the financial statements for the year in which they are initially applied.
4.  SIGNIFICANT  ACCOUNTING  POLICIES
The Company and subsidiary use the same accounting policies and calculation method in  these  interim financial statements as those used in the financial statements for the year ended  December 31, 2009.

5.
SUPPLEMENTARY  DISCLOSURE  OF  CASH  FLOW  INFORMATION 

5.1 Cash and cash equivalents as of June 30, 2010 and December 31, 2009 consist of the following:

	
	B A H T

	
	Consolidated financial statements
	
	Separate financial statements

	


 
	June 30, 

2010
	
	December 31, 2009
	
	June 30, 

2010
	
	December 31, 2009

	
	
	
	
	
	
	
	

	Cash on hand
	225,171
	
	237,934
	
	111,558
	
	112,359

	Cash at banks
	91,120,196
	
	101,019,769
	
	71,703,737
	
	83,150,938

	Cash and cash equivalents
	91,345,367
	
	101,257,703
	
	71,815,295
	
	83,263,297


5.2  Non - cash items are as follows:

5.2.1  Payables for property, plant, equipment and computer software as of June 30, 2010 and 2009, are as follows:

	
	B A H T

	
	Consolidated financial statements
	
	Separate financial statements

	
	2010
	
	2009
	
	2010
	
	2009

	
	
	
	
	
	
	
	

	Liabilities brought forward
	1,550,291
	
	2,225,160
	
	1,550,291
	
	2,225,160

	Add   Purchases 
	6,277,383
	
	3,563,531
	
	6,199,449
	
	2,926,119

	Less   Cash payments  
	(6,982,533)
	
	(5,493,051)
	
	(6,904,599)
	
	(4,855,639)

	Liabilities carried forward
	845,141
	
	295,640
	
	845,141
	
	295,640
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6. TRADE  ACCOUNTS  RECEIVABLE  -  NET
Trade accounts receivable - net as of June 30, 2010 and December 31, 2009 are as follows: 

	
	B A H T

	
	Consolidated financial statements
	
	Separate financial statements

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

	
	
	
	
	
	
	
	

	Not yet due
	171,179,972
	
	177,807,781
	
	263,595,511
	
	266,807,802

	Past due less than 3 months
	24,052,588
	
	27,031,203
	
	14,722,606
	
	7,620,877

	Past due more than 3-6 months
	-
	
	1,940,168
	
	-
	
	3,570

	Past due more than 6-12 months
	610,178
	
	1,392,024
	
	430,800
	
	15,772

	Past due more than 12 months
	33,772,238
	
	34,028,882
	
	1,315,133
	
	1,299,361

	
	229,614,976
	
	242,200,058
	
	280,064,050
	
	275,747,382

	Less
Allowance for doubtful accounts
	(25,696,618)
	
	(25,763,743)
	
	(1,299,324)
	
	(1,299,324)

	Trade accounts receivable – net
	203,918,358
	
	216,436,315
	
	278,764,726
	
	274,448,058

	
	
	
	
	
	
	
	

	Credit term (days)
	0-120
	
	0-120
	
	30-90
	
	30-90


As of June 30, 2010, the subsidiary has overdue account receivables over than 1 year of       Bath 5 million. The management believes that the said account receivables have the land as collateral which cover their outstanding debts, therefore the allowance for doubtful account has not been  provided for.  
The change in the allowance  for doubtful account during the six - month period ended  June 30, 2010 are as follow :
	
	B A H T

	
	Consolidated 
financial statements
	
	Separate
 financial statements

	

	
	
	

	Balance as of 31 December 2009 (audited)
	(25,763,743)
	
	(1,299,324)

	
	
	
	

	Decreased during the period
	67,125
	
	-

	
	
	
	

	Balance as of 30 June 2010 (unaudited but reviewed)
	(25,696,618)
	
	(1,299,324)
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7. INVENTORIES -  NET
Inventories - net as of June 30, 2010 and December 31, 2009 are as follows: 
	
	B A H T

	
	Consolidated financial statements
	
	Separate financial statements

	


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

	
	
	
	
	
	
	
	

	Finished goods
	79,578,597
	
	52,793,086
	
	66,410,646
	
	39,142,758

	Work in process
	34,372,304
	
	33,393,213
	
	34,372,304
	
	33,393,213

	Raw materials and supplies
	
	
	
	
	
	
	

	Semi-raw materials
	73,365,129
	
	78,882,723
	
	73,365,129
	
	78,882,723

	Raw materials and supplies
	89,358,341
	
	124,531,884
	
	89,358,340
	
	124,531,884

	
	276,674,371
	
	289,600,906
	
	263,506,419
	
	275,950,578

	Less  Allowance for diminution in 
	
	
	
	
	
	
	

	value and obsolete inventories
	(1,213,167)
	
	(2,378,531)
	
	(1,057,987)
	
	(1,227,860)

	             Inventories - net
	275,461,204
	
	287,222,375
	
	262,448,432
	
	274,722,718


The change in the allowance for diminution in value and obsolete inventories during the       six - month period ended June 30, 2010 are as follows :
	


 
	B A H T

	
	Consolidated financial statements
	
	Separate financial statements

	
	
	
	

	Balance as of 31 December 2009 (audited)
	(2,378,531)
	
	(1,227,860)

	
	
	
	

	Less   Decreasing during the period
	1,165,364
	
	169,873

	
	
	
	

	Balance as of 30 June 2010
	
	
	

	    (unaudited but reviewed)
	(1,213,167)
	
	(1,057,987)


8. OTHER  CURRENT  ASSETS - NET
Other current assets - net as of June 30, 2010 and December 31, 2009 are as follows: 
	
	B A H T

	
	Consolidated 
financial statements
	
	Separate 
financial statements

	


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

	
	
	
	
	
	
	
	

	Deposit
	3,834,720
	
	4,593,355
	
	-
	
	-

	Prepaid expenses
	1,417,228
	
	891,504
	
	522,243
	
	818,108

	Export tax subsidy receivable
	742,782
	
	966,300
	
	742,782
	
	966,300

	Receivable on SWAP contract - net
	
	
	
	
	
	
	

	         ( Note 17.3.4 )
	560,000
	
	-
	
	560,000
	
	-

	Others
	3,271,667
	
	2,095,192
	
	2,247,757
	
	1,552,302

	
	9,826,397
	
	8,546,351
	
	4,072,782
	
	3,336,710

	Less Allowance for doubtful accounts
	(280,015)
	
	(280,015)
	
	-
	
	-

	Other current assets - net    
	9,546,382
	
	8,266,336
	
	4,072,782
	
	3,336,710


“UNAUDITED

BUT REVIEWED”

9. PROPERTY, PLANT  AND  EQUIPMENT - NET
	


 
	B A H T

	
	Consolidated financial statements
	
	Separate
 financial statements

	
	
	
	

	Net book value as of 31 December 2009 (audited)
	427,688,770
	
	422,901,385

	Add  - Acquisitions during period - at cost
	6,148,984
	
	6,071,049

	Less  - Disposal of  fixed asset - net book value
	(130,911)
	
	(1,658)

	         - Depreciation for the period
	(29,102,824)
	
	(28,769,664)

	Net book value as of 30 June 2010       
	
	
	

	      (unaudited but reviewed)
	404,604,019
	
	400,201,112


Costs of plant and equipment which are fully depreciated but are still in use by the Company and the Subsidiary as of June 30, 2010 and  December 31,2009  as follows:
	
	MILLION  BAHT
	
	MILLION  BAHT

	
	 Consolidated financial statements
	
	  Separate financial statements

	
	June 30,

2010
	
	December 31, 

2009
	
	June 30,

2010
	
	December 31, 2009

	
	
	
	
	
	
	
	

	Costs of plant and equipment
	
	
	
	
	
	
	

	which are fully depreciated but are

     still in use
	326.51
	
	326.60
	
	319.62
	
	319.69


The Company’s certain plots of land and certain buildings, machinery and equipment are mortgaged/pledged as collateral for credit facilities from financial institutions (Note 12).
In year 2006, the Company arranged for the appraisal value of its land and buildings. According to the report of the independent valuer (dated April 11 and 18, 2006), the book value of land at Bangpoo plant of Baht 1.96 million showed a value of Baht 54.81 million, and the book value of buildings at Bangpoo plant of Baht 27.85 million showed a value of Baht 36.87 million.  However, for the Gateway plant, the book value of land of Baht 57.34 million showed a value of  Baht 60.36 million, and the book value of building of Baht 202.16 million showed a value of Baht 145.64 million. In consideration that the Gateway plant has not been running at full production capacity since the commencement of its operation, the Company recorded impairment loss on building at the Gateway plant in the amount of Baht 56.52 million in the quarter ended June 30, 2006.
In year 2009,  the Company had reappraised the above assets by the former independent valuer and found that  the appraised value of the building  at  the Gateway  plant  was lower than its book value in the amount of Baht  3.37 million (appraised value of  Baht 127.92  million  and book value of Baht  131.29 million) and the Company recorded the impairment loss on the said building  in the full amount in the quarter ended June 30, 2009.
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10. INTANGIBLE  ASSET – NET 
Intangible asset - net as of June 30, 2010 and December 31, 2009 are as follows: 
	
	B A H T

	
	Consolidated 

financial statements
	
	Separate 

financial statements

	


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

	Cost :
	
	
	
	
	
	
	

	     Computer software brought forward
	16,596,856
	
	12,916,534
	
	15,003,595
	
	11,811,998

	     Add Purchase 
	128,400
	
	3,680,322
	
	128,400
	
	3,191,597

	     Computer software carried forward
	16,725,256
	
	16,596,856
	
	15,131,995
	
	15,003,595

	
	
	
	
	
	
	
	

	Accumulated amortization :
	
	
	
	
	
	
	

	     Accumulated amortization brought forward
	(11,411,860)
	
	(10,498,426)
	
	(10,243,173)
	
	(9,393,890)

	     Amortization for the period
	(615,152)
	
	(913,434)
	
	(566,682)
	
	(849,283)

	     Accumulated amortization carried forward
	(12,027,012)
	
	(11,411,860)
	
	(10,809,855)
	
	(10,243,173)

	              Intangible assets  - net 
	4,698,244
	
	5,184,996
	
	4,322,140
	
	4,760,422


11. OTHER  NON - CURRENT  ASSETS
Other-non current assets as of June 30, 2010 and December 31, 2009 are as follows: 
	
	
	
	BAHT

	
	
	
	Consolidated 

financial statements
	
	Separate

financial statements

	


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

	
	
	
	
	
	
	
	
	
	

	Refundable value added tax
	
	
	-
	
	69,091,973
	
	-
	
	69,091,973

	Deposit at labour court (Note 23.7) 
	
	
	2,303,073
	
	2,303,073
	
	2,303,073
	
	2,303,073

	Withholding income tax
	
	
	2,584,172
	
	1,975,018
	
	1,698,839
	
	1,093,436

	Others
	
	
	401,906
	
	467,839
	
	141,507
	
	207,439

	
Total
	
	
	5,289,151
	
	73,837,903
	
	4,143,419
	
	72,695,921


In January 2010, the company had received the total amount of the tax claimed of  Baht 69.09 million.
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12. short-term   loanS  and  long -term  loanS  from  financial  institutions  

	
	B A H T

	
	Consolidated 

financial statements
	
	Separate 

financial statements

	


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

	
	
	
	
	
	
	
	

	Short-term loan from financial institution 
	200,000,000
	
	260,000,000
	
	200,000,000
	
	260,000,000

	Current portion of long-term loans
	37,000,000
	
	37,000,000
	
	37,000,000
	
	37,000,000

	Long-term loans from financial institutions
	69,668,208
	
	88,168,208
	
	69,668,208
	
	88,168,208

	             Total
	306,668,208
	
	385,168,208
	
	306,668,208
	
	385,168,208


12.1
As of June 30, 2010 and December 31, 2009, the Company has credit facilities from  local branch of a foreign bank in the amount of Baht 515 million and USD 1 million, bearing interest at the market rate per annum and MOR per annum. Such credit facilities are unsecured.
12.2
As of June 30, 2010 and December 31, 2009, the Company has credit facilities from a local financial institution in the amount of Baht 37.5 million, bearing interest at the floating interest rates ranging from MOR to MLR-1% per annum.
12.3 As of June 30, 2010 and December 31, 2009, the above short-term loans from financial institution are promissory notes with interest at the rates of 6.85% per annum.
12.4
In February 2009, the above short-term loan from financial institution amounted Baht 100 million had been converted  to long term loan by converting into long-term loan agreement for a period 5 years with the term of repayment to be 20 quarterly installments at Baht 5 million per installment, from May 2009 to February 2014 with interest at the rate of 7.10% per annum.

12.5
In 2001, the Company has long-term loan in the amount of Baht 431 million with a local financial institution.  The loan is for the construction of the Company’s plant, machinery and equipment for the plant at Gateway Industrial Estate, Cha Cheang Soa province.  The loan is repayable in 24 quarterly installments, starting from September 2003 to September 2008, bearing floating interest rate (MLR less 1% per annum or time deposit plus 3% per annum) as stipulated in the agreement.  Subsequently, in September 2007, the Company has entered into an amendment of loan agreement with such a local financial institution regarding the change of the term of repayment for the remaining loan to be 20 quarterly installments at Baht 1.25 million per installment, from September 2007 to June 2012.  The floating interest rate (MLR per annum) is as stipulated in the agreement.
In addition, on December 20, 2005, the Company obtained additional long-term loan in the amount of Baht 145 million from the same lender.  The loan is for machinery, equipment and tools. The loan is repayable in 16 quarterly installments at Baht 9 million per installment, starting from September 2006.  The loan bears interest at the rate as stipulated in the agreement (the highest rate of twelve-month time deposit plus 2% to 3% per annum).  Subsequently, in September 2007, the Company has entered into an amendment of loan agreement with such a local financial institution regarding the change of the term of repayment for the remaining loan to be 20 quarterly installments at Baht 3 million per installment starting from September 2007 to June 2012.  The floating interest rate (MLR per annum) is as stipulated in the agreement.
The two loan agreements and amendment of loan agreements require the Company to comply with certain covenants.
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12.6
As of June 30, 2010 and December 31, 2009 as described in Notes 12.2 and 12.5 the Company mortgaged/pledged certain plots of land, and certain buildings, machinery and equipment as collateral for credit facilities and the above long-term loans (Note 9). The creditors are the beneficiary of the insurance coverage of the pledged assets.  
12.7 The Company also guaranteed credit facility of the Subsidiary of Baht 5 million which the Subsidiary has credit facilities from a bank in the amount of Baht 5 million bearing interest at MOR + 1 per annum.  
13. ACCRUED EXPENSES-RELATED PARTY AND OTHER CURRENT LIABILITIES-OTHERS

Accrued expenses - related party and other current liabilities - others as of June 30, 2010 and December 31, 2009 are as follows: 

	
	B A H T

	
	Consolidated 

financial statements
	
	Separate 

financial statements

	


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

	Accrued expenses - related party :
	
	
	
	
	
	
	

	Accrued royalty expense
	10,425,657
	
	19,694,316
	
	10,425,657
	
	19,694,316

	Accrued interest expense
	3,455,134
	
	2,517,894
	
	3,455,134
	
	2,517,894

	Total
	13,880,791
	
	22,212,210
	
	13,880,791
	
	22,212,210

	
	
	
	
	
	
	
	

	Other current liabilities - others :
	
	
	
	
	
	
	

	Accrued excise tax
	13,320,699
	
	11,540,978
	
	13,320,699
	
	11,540,978

	Accrued expenses 
	41,637,687
	
	40,099,724
	
	20,672,697
	
	14,361,590

	Advance received
	9,632,118
	
	5,834,097
	
	9,447,190
	
	5,649,070

	Payable on SWAP contract - net
	
	
	
	
	
	
	

	(Note 17.3.4) 
	1,183,000
	
	3,690,500
	
	1,183,000
	
	3,690,500

	Withholding tax payable 
	638,477
	
	1,739,557
	
	467,836
	
	1,214,654

	Others
	2,370,519
	
	2,770,603
	
	1,921,454
	
	1,721,027

	Total
	68,782,500
	
	65,675,459
	
	47,012,876
	
	38,177,819
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14. DIVIDEND  PAID  AND  LEGAL  RESERVE
On April 21, 2010 and April 22, 2009, the Company shareholders’ meeting did not approve dividend payment from the operations of the year 2009 and 2008 respectively.

On April 21, 2010 and April 22, 2009,  the shareholders’ meeting of the subsidiary company did not approve dividend payment from the operations of the year 2009 and 2008 respectively.

According to the Company’s regulation, it requires the Company to appropriate not less than 10% of annual net profit after deduction of deficit brought forward, if any, as legal reserve, until such reserve is not less than 25% of the authorized share capital.  This reserve is not available for dividend distribution.

According to the Subsidiary’s regulation, the Subsidiary must appropriate to a legal reserve at each distribution of dividend at least one-twentieth of the profit arising from the business of the Subsidiary until the legal reserve reaches one-tenth or more part of the capital of the Subsidiary.

Such legal reserve is not available for distribution as dividend until the Company and the Subsidiary are finally wound up. 
15.  MANAGEMENT BENEFIT EXPENSES

Management benefit expenses consist of salary, bonus and other benefits of directors and management of the group company.

Management benefit expenses for quarter and six-month periods ended June 30, 2010 and 2009 are as follows : 

	
	BAHT

	
	Consolidated financial statements

	


 
	For the quarter

ended June 30,
	
	For the six-month periods

ended June 30,

	
	2010
	
	2009
	
	2010
	
	2009

	
	
	
	
	
	
	
	

	 Management benefit expenses
	4,233,915
	
	4,031,666
	
	8,641,988
	
	8,891,721

	 Less  Include in cost of the sales
	(185,678)
	
	(173,014)
	
	(368,627)
	
	(348,556)

	
	4,048,237
	
	3,858,652
	
	8,273,361
	
	8,543,165


	
	BAHT

	
	Separate financial statements

	


 
	For the quarter

ended June 30,
	
	For the six-month periods

ended June 30,

	
	2010
	
	2009
	
	2010
	
	2009

	
	
	
	
	
	
	
	

	 Management benefit expenses
	3,453,111
	
	3,280,613
	
	7,080,380
	
	7,389,615

	 Less  Include in cost of the sales
	(185,678)
	
	(173,014)
	
	(368,627)
	
	(348,556)

	
	3,267,433
	
	3,107,599
	
	6,711,753
	
	7,041,059
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16.
EXPENSES  BY  NATURE 

Expenses by nature for the quarter and six-month periods ended  June 30, 2010 and  2009  have been arrived at after charging of the following significant items :
	
	BAHT

	
	Consolidated 

financial statements

	


 
	For the quarter

ended June 30,
	
	For the six-month periods

ended June 30,

	
	2010
	
	2009
	
	2010
	
	2009

	Changes in finished goods
	
	
	
	
	
	
	

	  and work in progress
	6,485,801
	
	28,642,581
	
	(22,247,097)
	
	90,201,078

	Purchased finished goods
	6,880,327
	
	5,853,586
	
	7,776,927
	
	7,260,171

	Raw materials used
	255,625,814
	
	162,642,597
	
	548,307,450
	
	295,932,969

	Staff expenses
	52,889,530
	
	42,147,554
	
	102,095,087
	
	74,129,030

	Excise tax
	37,288,883
	
	27,696,438
	
	73,950,778
	
	55,126,128

	Electricity expense
	16,385,144
	
	12,067,674
	
	33,373,480
	
	22,500,323

	Depreciation and amortization 
	14,966,226
	
	15,317,255
	
	29,717,976
	
	30,482,976

	Promotion expense
	14,380,048
	
	9,560,557
	
	25,618,751
	
	18,776,569

	Repair and maintenance expense
	7,578,827
	
	5,745,568
	
	14,910,942
	
	10,299,363

	Royalty fee
	5,367,701
	
	3,412,537
	
	10,425,657
	
	6,931,547

	Management benefit expense
	4,233,915
	
	4,031,666
	
	8,641,988
	
	8,891,721

	Loss on obsolete and diminution - 
	
	
	
	
	
	
	

	  in value of inventories
	1,025,540
	
	3,269,830
	
	2,163,145
	
	(2,935,753)

	Loss on impairment of assets
	        -     
	
	3,373,023
	
	-      
	
	3,373,023

	Doubtful debts
	(64,883)
	
	(387,584)
	
	(5,805)
	
	(530,757)


“UNAUDITED
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	BAHT

	
	Separate 

financial statements

	


 
	For the quarter

ended June 30,
	
	For the six-month periods

ended June 30,

	
	2010
	
	2009
	
	2010
	
	2009

	Changes in finished goods
	
	
	
	
	
	
	

	  and work in progress
	425,100
	
	26,157,209
	
	(22,729,384)
	
	88,049,642

	Purchased finished goods
	6,880,327
	
	5,853,586
	
	7,776,927
	
	7,260,171

	Raw materials used
	255,625,814
	
	162,642,597
	
	548,307,450
	
	295,932,969

	Staff expenses
	47,734,729
	
	37,753,006
	
	92,998,057
	
	66,270,989

	Excise tax
	37,288,883
	
	27,696,438
	
	73,950,778
	
	55,126,128

	Electricity expense
	16,441,617
	
	12,121,812
	
	33,365,971
	
	22,490,009

	Depreciation and amortization 
	14,783,475
	
	15,106,604
	
	29,336,346
	
	30,033,966

	Promotion expense
	52,060
	
	18,474
	
	139,713
	
	370,974

	Repair and maintenance expense
	7,480,333
	
	5,653,529
	
	14,640,988
	
	10,087,386

	Royalty fee
	5,367,701
	
	3,412,537
	
	10,425,657
	
	6,931,547

	Management benefit expense
	3,453,111
	
	3,280,613
	
	7,080,380
	
	7,389,615

	Loss on obsolete and diminution - 
	
	
	
	
	
	
	

	  in value of inventories
	(4,384)
	
	1,118,703
	
	(169,873)
	
	(5,393,842)

	Loss on impairment of assets
	                    -
	
	3,373,023
	
	                   -       
	
	3,373,023

	Doubtful debts
	                    -
	
	(28,000)
	
	                   -
	
	(17,700)


“UNAUDITED

BUT REVIEWED”
17.
TRANSACTIONS  WITH  RELATED  PARTIES 

These financial statements reflect the effects of transactions with related parties.  Significant of those transactions can be summarized as follows:

17.1 The related parties are as follows:
	Company’s name 
	
	Nature of business
	
	Related parties

	Yuasa Sales and Distribution Co., Ltd.
	
	Distributor of Yuasa Battery
	
	Subsidiary (99.99%)

	GS Yuasa International Ltd.
	
	Manufacture of Battery
	
	Shareholder (40.69%) 

	Metropolitan Motor Service Co., Ltd.
	
	Vehicle Transportation
	
	Shareholder (19.13%)

	GS Yuasa Manufacturing Ltd.
	
	Manufacture of Battery
	
	Common shareholder 

	Manutham Mansion and Development Co., Ltd.
	
	Property Development
	
	Common director  

	Fuji Merchantiles Co., Ltd.
	
	Investment Business
	
	Common director 

	Yuasa Battery (Malaysia) Sdn Bhd.
	
	Manufacture of Battery
	
	Common ultimate parent company

	GS Yuasa Battery (Singapore) Pte. Ltd.
	
	Manufacture of Battery
	
	Common ultimate parent company

	PT Yuasa Battery Indonesia
	
	Manufacture of Battery
	
	Common ultimate parent company

	Tata Autocomp GY Battery Private Ltd.
	
	Manufacture of Battery
	
	Common ultimate parent company

	Ztong Yee Industrial Co., Ltd.
	
	Manufacture of Battery
	
	Common ultimate parent company

	GS Yuasa Power Supply Ltd.
	
	Manufacture of Battery
	
	Common ultimate parent company

	GS Yuasa Siam Industry Co., Ltd.
	
	Manufacture of Battery
	
	Common ultimate parent company

	Taiwan Yuasa Battery Co.,Ltd.
	
	Manufacture of Battery
	
	Common ultimate parent company


17.2
Balances and transactions with related parties are as follows:
	
	
	
	Unit : Baht

	
	
	
	Consolidated                                      financial statements

	Account name
	
	Company’s name
	June 30,
	December 31,

	
	
	
	2010
	2009

	
	
	
	
	

	 Trade accounts receivable
	
	GS Yuasa International Ltd.
	540,737
	1,684,695

	
	
	GS Yuasa Battery (Singapore) Pte. Ltd.
	2,901,587
	-

	
	
	Yuasa Battery (Malaysia) Sdn Bhd.
	13,879
	-

	
	
	PT Yuasa Battery Indonesia
	-
	-

	
	
	GS Yuasa Power Supply Ltd.
	-
	-

	
	
	GS Yuasa Siam Industry Co., Ltd.
	4,432,688
	17,990,716

	 Other  receivable - accrued income
	
	GS Yuasa Siam Industry Co., Ltd
	12,010,726
	14,418,101

	
	
	Taiwan Yuasa Battery Co.,Ltd.
	577,565
	634,678

	 Other  receivable - Sale fixed assets
	
	GS Yuasa Siam Industry Co., Ltd
	-
	1,578,278

	    and equipment
	
	
	
	

	 Trade accounts payable
	
	GS Yuasa International Ltd.
	6,259,340
	4,710,392

	
	
	GS Yuasa Battery (Singapore) Pte. Ltd
	-
	-

	
	
	GS Yuasa Power Supply Ltd.
	-
	35,464

	 Accrued Royalty expense
	
	GS Yuasa International Ltd.
	10,425,657
	19,694,316

	 Accrued expenses
	
	Manutham Mansion and Development Co., Ltd.
	-
	-

	
	
	Metropolitan Motor Service Co., Ltd.
	-
	-

	 Accrued interest expense
	
	GS Yuasa International Ltd.
	3,455,134
	2,517,894


“UNAUDITED
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	Unit : Baht

	
	
	
	Consolidated financial statements

	Account name
	Company’s name
	Pricing

policy
	For  the quarter
ended  June 30,
	For  the six – month periods
ended  June 30,

	
	
	
	2010
	2009
	2010
	2009

	
	
	
	
	
	
	

	Sales - net
	GS Yuasa International Ltd.
	Market price
	2,929,717
	1,200,949
	4,073,111
	2,762,925

	
	GS Yuasa Battery (Singapore) Pte Ltd.
	
	3,230,219
	17,397
	3,958,030
	2,801,814

	
	Yuasa Battery (Malaysia) Sdn Bhd.
	
	13,939
	-
	13,939
	-

	
	GS Yuasa Power Supply Ltd.
	
	-
	5,704
	33,915
	110,771

	
	PT Yuasa Battery Indonesia
	
	-
	-
	-
	-

	
	GS Yuasa Battery Indonesia
	
	-
	-
	-
	-

	
	Tata Autocomp GY Battery Private Ltd.
	
	-
	-
	-
	-

	 
	GS Yuasa Siam Industry Co., Ltd.
	
	4,142,699
	5,707,688
	4,142,699
	8,978,341

	Rental Income
	GS Yuasa Siam Industry Co., Ltd.
	Per contract
	  1,700,167
	1,163,700
	3,372,325
	2,836,373

	Service Income
	GS Yuasa Siam Industry Co., Ltd.
	Per contract
	4,911,168
	1,958,133
	12,096,447
	4,713,655

	Commission 
	Taiwan Yuasa Battery Co.,Ltd.
	At the price agreed
	244,089
	-
	881,493
	1,151,775

	   income
	
	Upon by both party
	
	
	
	

	Other income
	PT Yuasa Battery Indonesia
	At the price agreed
	-
	-
	421,903
	-

	
	
	Upon by both party/
	
	
	
	

	
	GS Yuasa Siam Industry Co., Ltd.
	Per memorandum
	5,765,471
	-
	7,579,734
	-

	Purchases
	GS Yuasa International Ltd.
	Market price
	6,085,167
	4,618,097
	6,815,635
	5,326,573

	
	GS Yuasa Battery (Singapore) Pte.Ltd.
	
	-
	-
	-
	61,886

	
	GS Yuasa Power Supply Ltd.
	
	560,163
	1,457,578
	1,315,672
	2,286,809

	Rental expense  


	Manutham Mansion and

    Development Co., Ltd.
	Per contract
	-
	-
	-
	56,842

	
	Metropolitan Motor Service Co., Ltd.
	
	-
	-
	-
	-

	
	Fuji Merchantiles Co., Ltd.
	
	-
	-
	-
	-

	Royalty  expense
	GS Yuasa International Ltd.
	Per contract
	5,367,701
	3,412,537
	10,425,657
	6,931,547

	Purchase of 
	GS Yuasa Power Supply Ltd.
	Market price
	-
	-
	480,764
	189,964

	   Fixed assets
	GS Yuasa International Ltd.
	
	-
	-
	-
	-

	
	Ztong Yee Industrial Co., Ltd.
	
	-
	-
	-
	-

	Interest expense
	GS Yuasa International Ltd.
	Per contract
	1,305,127
	1,359,338
	2,376,600
	2,745,331


	
	
	
	Unit : Baht

	
	
	
	Separate financial statements

	Account name
	
	Company’s name
	June 30,
	December 31,

	
	
	
	2010
	2009

	
	
	
	
	

	Trade accounts receivable
	
	Yuasa Sales and Distribution Co., Ltd.
	181,940,122
	166,168,191

	
	
	GS Yuasa International Ltd.
	540,737
	1,684,695

	
	
	GS Yuasa Battery (Singapore) Pte. Ltd.
	2,901,587
	-

	
	
	Yuasa Battery (Malaysia) Sdn Bhd.
	13,879
	-

	
	
	PT Yuasa Battery Indonesia
	-
	-

	
	
	GS Yuasa Power Supply Ltd.
	-
	-

	
	
	GS Yuasa Siam Industry Co., Ltd.
	4,432,688
	17,990,716

	Investment in subsidiary - cost method
	
	Yuasa Sales and Distribution Co., Ltd.
	999,900
	999,900

	Other  receivable - accrued income
	
	Yuasa Sales and Distribution Co., Ltd.
	115,107
	115,107

	
	
	GS Yuasa Siam Industry Co., Ltd.
	12,010,726
	14,418,101

	
	
	Taiwan Yuasa Battery Co., Ltd.
	577,565
	634,678

	Other  receivable - Sale fixed assets
	
	GS Yuasa Siam Industry Co., Ltd
	-
	1,578,278

	    and  equipment
	
	
	
	

	Trade accounts payable
	
	GS Yuasa International Ltd.
	6,259,340
	4,710,392

	
	
	GS Yuasa Battery (Singapore) Pte. Ltd
	-
	-

	
	
	GS Yuasa Power Supply Ltd.
	-
	35,464

	Accrued Royalty expense
	
	GS Yuasa International Ltd.
	10,425,657
	19,694,316

	Accrued expenses
	
	Manutham Mansion and Development Co., Ltd.
	-
	-

	
	
	Metropolitan Motor Service Co., Ltd.
	-
	-

	Accrued interest expense
	
	GS Yuasa International Ltd.
	3,455,134
	2,517,894


“UNAUDITED

BUT REVIEWED”
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	Unit : Baht

	
	
	
	Separate financial statements

	Account name
	Company’s name
	Pricing

policy
	For  the quarter
ended  June 30,
	For  the six – month periods
ended  June 30,

	
	
	
	2010
	2009
	2010
	2009

	
	
	
	
	
	
	

	Sales - net
	Yuasa Sales and Distribution Co.,Ltd.
	Market price
	210,338,064
	182,785,277
	408,050,502
	340,491,969

	
	GS Yuasa International Ltd.
	
	2,929,717
	1,200,949
	4,073,111
	2,762,925

	
	GS Yuasa Battery (Singapore) Pte Ltd.
	
	3,230,219
	17,397
	3,958,030
	2,801,814

	
	Yuasa Battery (Malaysia) Sdn Bhd.
	
	13,939
	-
	13,939
	-

	
	GS Yuasa Power Supply Ltd.
	
	-
	5,704
	33,915
	110,771

	
	PT Yuasa Battery Indonesia
	
	-
	-
	-
	-

	
	Tata Autocomp GY Battery Private Ltd.
	
	-
	-
	-
	-

	 
	GS Yuasa Siam Industry Co., Ltd.
	
	4,142,699
	5,707,688
	4,142,699
	8,978,341

	Rental Income
	Yuasa Sales and Distribution Co.,Ltd.
	Per contract 
	223,416
	215,316
	438,732
	430,632

	
	GS Yuasa Siam Industry Co., Ltd.
	
	1,700,167
	1,163,700
	3,372,325
	2,836,373

	Service Income
	Yuasa Sales and Distribution Co.,Ltd.
	Per contract /
	180,704
	121,500
	302,204
	243,000

	
	GS Yuasa Siam Industry Co., Ltd.
	At the price agreed
	4,911,168
	1,958,133
	12,096,447
	4,713,655

	
	
	Upon by both party
	
	
	
	

	Commission 
	Taiwan Yuasa Battery Co.,Ltd.
	At the price agreed
	244,089
	-
	881,493
	1,151,775

	    Income
	
	Upon by both party
	
	
	
	

	Other income
	PT Yuasa Battery Indonesia
	At the price agreed
	-
	-
	421,903
	-

	
	GS Yuasa Siam Industry Co., Ltd.
	Upon by both party/
	5,765,471
	-
	7,579,734
	-

	
	
	Per memorandum
	
	
	
	

	Purchases
	GS Yuasa International Ltd.
	Market price
	6,085,167
	4,618,097
	6,815,635
	5,326,573

	
	GS Yuasa Battery (Singapore) Pte.Ltd.
	
	-
	-
	-
	61,886

	
	GS Yuasa Power Supply Ltd.
	
	560,163
	1,457,578
	1,315,672
	2,286,809

	Rental expense  


	Manutham Mansion and

    Development Co., Ltd.
	Per contract
	-
	-
	-
	56,842

	
	Metropolitan Motor Service Co., Ltd.
	
	-
	-
	-
	-

	
	Fuji Merchantiles Co., Ltd.
	
	-
	-
	-
	-

	Royalty  expense
	GS Yuasa International Ltd.
	Per contract
	5,367,701
	3,412,537
	10,425,657
	6,931,547

	Purchase of 
	GS Yuasa Power Supply Ltd.
	Market price
	-
	-
	480,764
	189,964

	   Fixed assets
	GS Yuasa International Ltd.
	
	-
	-
	-
	-

	
	Ztong Yee Industrial Co., Ltd.
	
	-
	-
	-
	-

	Interest expense
	GS Yuasa International Ltd.
	Per contract
	1,305,127
	1,359,338
	2,376,600
	2,745,331


The Company and the Subsidiary have pricing policy on purchase and sales of goods and on services with related parties on the same basis as to the third parties in the ordinary course of business.
“UNAUDITED
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17.3  Short-term loans from a related party
	 
	Unit : Baht

	
	Balance 

as of

December 

31, 2009
	Increase
	(Decrease)
	Unrealized 
Loss (gain) 
on exchange rate
	Balance 

as of

June
30, 2010

	Consolidated financial statements
	
	
	
	
	

	Short-term loans from 
	
	
	
	
	

	    GS Yuasa International Ltd.
	
	
	
	
	

	      (The foreign major shareholder)
	182,804,500
	-
	(3,656,090)
	2,101,120
	181,249,530

	   Total
	182,804,500
	-
	(3,656,090)
	2,101,120
	181,249,530

	
	
	
	
	
	

	Separate financial statements
	
	
	
	
	

	Short-term loans from 
	
	
	
	
	

	    GS Yuasa International Ltd.
	
	
	
	
	

	      (The foreign major shareholder)
	182,804,500
	-
	(3,656,090)
	2,101,120
	181,249,530

	   Total
	182,804,500
	-
	(3,656,090)
	2,101,120
	181,249,530


17.3.1  On August 2007,  the Company borrowed a loan in the amount of Yen 320 million from the above foreign major shareholder, bearing interest rate at LIBOR (12 months) + 1.00% per annum, maturity on August 14, 2008  which was extended to August 14, 2009 by the lender.  In the same day,  the partial loan had been repayable amount Yen 40 million and the remaining in the amount of Yen 280 million was extended to August 13, 2010
17.3.2  On March 19, 2008, the Company borrowed additional loan in the amount of Yen 80 million from the above same lender, bearing interest rate at LIBOR (12 months)         + 1.00% per annum, maturity on September 19, 2008 which was extended to September 18, 2009 by the lender.    In the same day,  the partial loan had been repayable amount Yen 10 million and the remaining in the amount of Yen 70 million was extended to September 17, 2010
17.3.3 On March 28, 2008, the Company borrowed additional loan in the amount of Yen 170 million from the above same lender, bearing interest rate at LIBOR (12 months)         + 1.00% per annum, maturity on March 27, 2009.   In the same day,  the partial loan had been repayable amount Yen 20 million and the remaining in the amount of Yen 150 million was extended to March 26, 2010. In the same day, the partial loan had been repayable amount Yen 10 million and the remaining in the amount of Yen 140 million was extended to March 25, 2011.
“UNAUDITED
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17.3.4  During year 2010 and year 2009, the Company has entered into SWAP contracts for the above principal  of short - term loans from a related party as follows:
	Agreement date
	Period
	SWAP contracts

	
	
	(Baht)

	March 27, 2009
	March 27, 2009        -    March 26, 2010
	55,560,000

	August 13, 2009
	August 13, 2009       -    August 13, 2010
	100,772,000

	September 17, 2009
	September 17, 2009  -    September 17, 2010
	26,334,000

	March 24, 2010
	March 24, 2010        -    March 25, 2011
	50,848,000


As of June 30, 2010 and December 31, 2009 the Company has receivable/payable on SWAP  contracts - net as follows: 
	
	
	                              Unit : Baht

	Presentation
	Agreement date
	Balance as of
June 30,

 2010
	Balance as of
December 31, 

2009

	 The consolidated and the Separate financial statements
	
	
	

	
	
	
	

	 -  Other current assets
	
	
	

	     Receivable on SWAP contract - net  (Note 8)
	  - August 13, 2009
	560,000
	-

	
	  
	560,000
	-

	 -  Other current liabilities
	  
	
	

	     Payable on SWAP contract - net  (Note 13)
	  - March 27, 2009
	-
	1,867,350

	
	  - August 13, 2009
	-
	 545,720

	
	  - September 17, 2009
	1,001,000
	1,277,430

	
	  - March 24, 2010
	182,000
	-

	
	
	1,183,000
	3,690,500


“UNAUDITED

BUT REVIEWED”
19.
PROVIDENT  FUND

The Company and the Subsidiary have contributory provident funds for employees.      The contributions from employees are deducted from the monthly salaries, with the Company and the Subsidiary matching the individual’s contributions.  The provident funds have been registered in accordance with the Provident fund Act B.E. 2530 (1987) and Provident Fund Act (No. 2), B.E. 2542 (1999).
For the quarter and six – month periods ended June 30, 2010 and 2009, the Company and the Subsidiary contributed to provident funds which were recorded as expenses in the statements of income as follows:

	
	

	
	BAHT

	
	For the quarter 

ended June 30,
	
	For the six-month 

periods ended June 30,

	
	2010
	
	2009
	
	2010
	
	2009

	 
	
	
	
	
	
	
	

	Consolidated financial statements
	557,864
	
	542,453
	
	1,136,846
	
	987,011

	Separate financial statements
	479,589
	
	429,311
	
	   977,022
	
	854,268


20.  LONG TERM LEASE AND SERVICE AGREEMENTS
The Company had signed the lease and service agreements  at  Gateway Industrial Estate,  Cha Chaeng Sao province with GS Yuasa Siam Industry Co.,Ltd as a related party are as follows :  
	Lease and service agreements
	
	Periods

	
	
	

	-  The lease of factory space agreement
	
	· Commencing in November 2008  to

	   
	
	    December 2011 

	
	
	

	-  The lease of office space  and
	
	· Commencing in December 2008  to

	    the usage of facilities agreements
	
	    January 2012 

	
	
	

	-  The lease of lead storage space agreement
	
	· Commencing in December 2008  to

	       
	
	    November 2011 

	
	
	

	-  The lease of warehouse space agreement  
	
	· Commencing in May 2009  to

	       
	
	    November 2011 

	
	
	

	-  The hire of production agreements
	
	· Commencing in January 2009  and shall

	   
	
	continue until termination by either party.

	
	
	The party willing to terminate these 

	
	
	       agreements shall inform the other party

	
	
	      not less than 3 months in advance.

	
	
	

	-  The lease of waste storage area agreement
	
	· Commencing in April 2010  to

	
	
	    November 2011

	
	
	  


The rental and services fee including the renewal of the agreements shall be as stipulated in the above agreements.    

Rental and services fee for the six-month periods ended June 30, 2010 and 2009 amounted to Baht 11.23 million  and  Baht 7.55 million respectively are included in determining earnings.
“UNAUDITED
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21. INCOME TAX
For the quarter and six month periods ended June 30,2010, the Company has net profit but there is no income tax because of the utilization of the tax benefits arising from loss carry forward and the exemption of income tax on the promoted business. 

22. DISCLOSURE  OF  FINANCIAL  INSTRUMENTS
22.1   Liquidity risk

Liquidity risk results from the potential inability to meet financial obligations, such as payments to trade accounts payable or employees.  The Company reduces the liquidity risk by arranging credit facilities with various financial institutions and the extending short term loan to long term loan from local bank. Besides, short term loans from a related party has been strongly supported by renewing after expiry date.
22.2
Credit risk
Credit risk refers to the risk that counterparts will default on its contractual obligations resulting in a financial loss to the Company and the Subsidiary.  To prevent the risk, the Company and the Subsidiary have a prudent credit policy and a diversified customer base.  Therefore, the Company and the Subsidiary do not anticipate losses from debt collection in excess of the allowance for doubtful debts already set up in the financial statements.
22.3
Interest rate risk 

Interest rate risk arises from the potential change in interest rates having an effect on interest expense of the Company in the current reporting period and in future years.  The Company expects that there may be an effect from the changes in interest rates to the Company’s operations.

The Subsidiary expects that there are no effect from the change in interest rates to the Subsidiary’s operations as the Subsidiary does not have significant loans. 
Information regarding interest rates and due dates are disclosed in respective Notes.
22.4
Foreign currency risk
Foreign currency risk arises from the potential change in foreign currency exchange rates to have an adverse effect on the Company in the current reporting period and in future years.  The Company expects that there may be an effect from changes in exchange rates resulting from a portion of assets and liabilities in foreign currencies excluded short-term loans from a  related party in foreign currencies which are hedged (Note 17.3).
22.5
Fair value 
The managements of the Company and the Subsidiary believe that the fair value of the Company and the Subsidiary’s financial assets and liabilities does not materially differ from their carrying value. 

 “UNAUDITED

BUT REVIEWED”

23.
COMMITMENT  AND  CONTINGENT  LIABILITIES

23.1
As of June 30, 2010 and December 31, 2009 the Company has bank guarantees issued for the Company in the amount of Baht 11.12 million and Baht 10.75 million, respectively, in the normal course of business.
23.2
As of June 30, 2010 and December 31, 2009 the Company has commitment with banks of unused letters of credit in the amount of Baht 10 million.
23.3
As of June 30, 2010 and December 31, 2009 the Company has commitments under the installation agreement  of equipment totaling Baht 0.28 million.
23.4
The Company has set up a retirement benefit scheme for some eligible employees.  The beneficial fund will be paid to eligible employees who retire in accordance with the rules of the scheme in compliance with the Thai Labour Protection Act.  The benefit will be paid in lump sum to eligible employee upon retirement but not exceeding Baht 15,000 multiply by a rate as stipulated under the rule.  The estimated retirement benefit amount as of June 30, 2010 and December 31, 2009 is approximately Baht 20.24 and Baht 19.18 million, respectively.  The Company does not provide for this estimated liability in the financial statements because the number of employees who will work with the Company until reaching the retirement age is still uncertain.

23.5
The Company has commitment to pay royalty expense to a related party.  The calculation is based on sales and other relevant factors.
23.6 The Company has leased vehicles under long-term operating lease contracts.  The future payments under lease contracts are summarized as follows:

	
	B A H T

	
	Consolidated 

financial statements
	
	Separate 

financial statements

	

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

	
	
	
	
	
	
	
	

	Within 1 year
	1,493,265
	
	1,223,265
	
	1,493,265
	
	1,223,265

	Over 1 year to 5 years
	3,427,268
	
	3,011,651
	
	3,427,268
	
	3,011,651

	Total
	4,920,533
	
	4,234,916
	
	4,920,533
	
	4,234,916


23.7
The Company has been sued in a labour case.  The Labour Court passed a verdict unfavourable to the Company.  The Company has made an appeal and the case is under consideration of the Supreme Court (Notes 11). However, the ultimate outcome if unfavourable to the Company will have no material effect on the financial statements. 
“UNAUDITED
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24.
THE  INVESTMENT  PROMOTION  RIGHTS  AND  PRIVILEGES
The Company was granted certain rights and privileges as a promoted industry under the Promotion of Investment Act of B.E. 2520, in accordance with the certificate No. 1740/2543 and included its amendments.  Among others, the privileges include:

-
Exemption from import duties on machinery as approved by the Board of Investment.

-
Exemption from import duties for raw materials or essential materials for production for export sales for 1 year starting from the first import date.

-
Exemption from import duties for goods which will be exported for 1 year starting from the first import date.

-
Exemption from corporate income tax for a period of seven years from the income is first derived from the promoted activity which was on May 5, 2003 which included income from by-product.
-
In case of net losses arising from operations during the period which the Company is granted exemption from corporate income tax, such net losses incurred can be deducted from net profit after the corporate income tax exemption period up to 5 years from the expiry date of such period and can be selected to deduct from net profit of any one year or several years. 

-
The Company is permitted to deduct 5% of revenues which increases from export revenues over the prior year for 10 years from the date the Company receives operating revenues and such export revenues of each year must not be less than the average export revenues for 3 previous years except for the first 2 years.

-
Shareholders of the Company will be exempted from income tax on dividend which will be received during the period in which the Company is granted exemption from corporate income tax.

The Company thus has to comply with certain conditions stipulated in the promotional certificate.

25.
EVENT AFTER BALANCE SHEET DATE
On August 6, 2010, the Board of Directors meeting No. 5/2010  had resolved to sale land together with the construction at Sukhumvit to a related party (Metropolitan Motor Service Co., Ltd.). 
26.
RECLASSIFICATION OF ACCOUNTS
Certain accounts in the financial statements as presented herein for comparative purpose have been  reclassified to conform with the current period’s classification, with no effect on the net profit (loss) or shareholders’ equity as previously reported.
27.
APPROVAL  OF  THE  FINANCIAL  STATEMENTS

The interim financial statements have been approved by the Board of Directors on August  6, 2010.
