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C.P.L. GROUP PUBLIC COMPANY LIMITED

NOTES TO INTERIM FINANCIAL STATEMENTS
As of March 31, 2012 (Unaudited/Limited Review Only)

And December 31, 2011 (Audited)

1. General Information    

The Company was registered on January 27, 1994, have registration number 0107537000289 with its registered office situated at 700 Moo 6, Sukhumvit Rd, Bang Poo Mai, Muang Samutprakran, Thailand. Its main business activity is producing and selling tanned leather by was CHAROENSIN HOLDING CO., LTD, Major Shareholder.
2. Basis of Preparation of the Interim Financial Information and Accounting Policy
2.1 These interim financial information are prepared on a condensed basis in accordance with Accounting Standard No.34 (revised 2009) “Interim Financial Reporting” including related interpretation and guidelines promulgated by the Federation of Accounting Professions, applicable rules and regulation of the Securities and Exchange Commission and with generally accepted accounting principles in Thailand.

2.2 In order to prepared the interim financial information to comply with  Accounting Standard No.34 (revised 2009) “Interim Financial Reporting”,  the Company’s  management  had to make some estimates and suppositions which may have an effect on the amount shown for revenues, expenses, assets and liabilities and also on the disclosures concerning assets and contingent liabilities, therefore the actual result may differ from the estimated amount.

2.3 These interim financial information are prepared on a condensed basis and prepared to provide additional information for the last annual financial statements. Therefore,  the interim financial information emphasis on new activities, events and situations in order to reduce to present duplicate information. The persons who use this interim financial statements should see this interim financial information with the last annual financial statements. 
2.4 The interim financial information are prepared under the same accounting policy and calculation methods as used in the annual financial statements ending on December 31, 2011.   
2.5 For the convenience of the user, and English translation of the financial information has been prepared from the statutory financial information that are issued in the Thai language.

2.6 The Accounts Reclassification



For the purpose of comparability and according to the account reclassification in current period, the Company has reclassified accounts in the statements of financial position as of December 31, 2011 and the statement of comprehensive income for the three months period ended March 31, 2011, and there was no effect to the net profit or shareholders’ equity presented in the report. The items were as follows:
	
	As of December 31, 2011

	
	Before
	
	After

	
	Reclassification
	Reclassification
	Reclassification

	
	Baht
	Baht
	Baht

	Reclassified New Items
	
	
	

	Statements of Financial Position
	
	

	Other Current Assets
	10,575,715.78
	(7,407,394.65)
	3,168,321.13

	Intangible Assets - Net
	-
	9,536,875.18
	9,536,875.18

	Other Non - Current Assets
	9,551,697.92
	(2,129,480.53)
	7,422,217.39


	
	For the three months period ended March 31, 2011

	
	Before
	
	After

	
	Reclassification
	Reclassification
	Reclassification

	
	Baht
	Baht
	Baht

	Reclassified New Items
	
	
	

	Statements of Comprehensive Income
	
	

	Cost of Sales
	350,471,968.87
	86,412.00
	350,558,380.87

	Administrative Expenses
	9,304,076.32
	91,011.00
	9,395,087.32

	Financial Costs
	987,090.22
	(177,423.00)
	809,667.22


3. New Accounting Standard Not Yet Effective

During the periods, the Federation of Accounting Professions has issued the financial reporting standards No. 8 Operating Segments. That is effective for accounting periods beginning on or after January 1, 2013.

The management of the Company believes that financial reporting standards will not have any significant impact on the financial statements when the Company does early adopted.
4. Inter - Transactions


The Company constitutes important business transaction with the related companies. (common group shareholders and executives) Such business transactions are complied with trading term and criteria as per mutually agreed between the Company and related companies which is complied with the normal course of business whereby it can be summarized as follows:
4.1 Inter - Revenues and Expenses
	
	Pricing Policy
	For the three months

	
	
	period ended March 31,

	
	
	2012
	
	2011

	
	
	Baht
	
	Baht

	Inter-Transaction with Related Companies
	
	
	
	

	Sales Material
	
	
	
	

	     - EAGLE CHEMICAL INDUSTRIAL CO., LTD.
	(1)
	103,200.00
	
	25,200.00

	Sales Goods
	
	
	
	

	     - MIMI INDUSTRAIL CO., LTD.
	(2)
	81,968.50
	
	108,721.00

	     - MITNIYUM (MANWOOD)  CO., LTD
	(2)
	2,053,252.30
	
	2,719,865.90

	Purchases Material
	
	
	
	

	     - EAGLE CHEMICAL INDUSTRIAL CO., LTD.
	(2)
	22,644,885.00
	
	20,022,970.00

	Professional Service
	
	
	
	

	     - CHAROENSIN ASSET CO., LTD.
	(3)
	-
	
	45,000.00


Pricing Policy was as follows:
(1) Cost plus margin approximate 20%

(2) Normal business prices which can be compared with transactions incurred by outside parties

(3) Prices in accordance with the contract
4.2 Inter - Assets and Liabilities
	
	As of
	
	As of

	
	March 31, 2012
	
	December 31, 2011

	
	Baht
	
	Baht

	Accounts and Notes Receivable
	
	
	

	     The Related Companies
	
	
	

	     - C.P.L. MARKETING CO., LTD.
	21,769,830.98
	
	22,376,985.24

	     - EAGLE CHEMICAL INDUSTRIAL CO., LTD
	82,818.00
	
	27,606.00

	     - MIMI INDUSTRAIL CO., LTD.
	70,068.42
	
	45,340.72

	     - MITNIYUM (MANWOOD)  CO., LTD
	1,687,207.68
	
	491,691.43

	                            Total
	23,609,925.08
	
	22,941,623.39

	(Less) Allowance for Doubtful Debt
	(7,395,462.41)
	
	(7,395,462.41)

	                            Net
	16,214,462.67
	
	15,546,160.98

	Accounts Payable
	
	
	

	     The Related Company
	
	
	

	     - EAGLE CHEMICAL INDUSTRIAL CO., LTD
	29,017,800.80
	
	27,959,768.75

	                            Total
	29,017,800.80
	
	27,959,768.75

	Accrued  Expenses
	
	
	

	     The Related Company
	
	
	

	     - APPLY D.B. INDUSTRIAL CO., LTD.       
	164,698.68
	
	358,582.68

	                            Total
	164,698.68
	
	358,582.68


4.3 Management Benefit Expenses
	
	For the three months

	
	period ended March 31,

	
	2012
	
	2011

	
	Baht
	
	Baht

	Short-term Employee Benefits
	4,193,200.00
	
	3,849,000.00

	Post-Employment Benefits
	82,626.00
	
	76,741.90

	                           Total
	4,275,826.00
	
	3,925,741.90


4.4 The Company’s Relationship

Consist of:
	Name
	                        Activities
	                      Relationship

	EAGLE CHEMICAL INDUSTRIAL CO.,LTD.
	Producer and Importer of Colour and Chemicals
	Related Company by Common Group Shareholders and Executives

	APPLY D.B. INDUSTRIAL CO., LTD.       
	Producer and Importer of Colour and Chemicals
	Related Company by Common Group Shareholders and Executives

	MIMI INDUSTRAIL CO., LTD.
	Producer and Seller of Rubber
	Related Company by Common Group Shareholders and Executives

	MITNIYUM (MANWOOD) CO., LTD.
	Producer and Seller of Footwear
	Related Company by Common Group Shareholders and Executives

	CHAROENSIN ASSET CO., LTD.
	Rent for Property
	Related Company by Common Group Shareholders and Executives

	C.P.L. MARKETING CO., LTD.
	Trading of   Leather  Products
	Related Company by indirect shareholding via C.P.L. INTERNATIONAL CO., LTD.


5. Non-Cash Transactions
	
	For  the three months period ended March 31,

	
	2012
	
	2011

	
	Baht
	
	Baht

	Property, Plant and Equipment Increase from

     Purchasing for Assets in Credit
	165,000.00
	
	76,050.00

	Beginning Retained Earnings decreased from
     Provision for Employee Benefit         
	-
	
	18,796,337.00


6. Accounts and Notes Receivable Other Companies - Net


Consist of:

	
	As of 
	
	As of

	
	March 31, 2012
	
	December 31, 2011

	
	Baht
	
	Baht

	Accounts Receivable – Oversea
	68,338,402.68
	
	24,385,037.38

	Accounts Receivable – Domestic
	72,274,683.97
	
	60,476,654.84

	              Total
	140,613,086.65
	
	84,861,692.22

	Notes Receivable
	6,199,874.91
	
	8,991,836.74

	              Total
	146,812,961.56
	
	93,853,528.96

	Less Allowance for Doubtful Debt
	(22,508,873.18)
	
	(22,508,873.18)

	        Estimation of Debt Reduction from Return  

             Goods and Discount Payment
	(2,293,906.27)
	
	(5,918,599.02)

	           Net
	122,010,182.11
	
	65,426,056.76




An aging analysis of accounts receivable other companies as of March 31, 2012 and December 31, 2011 are as follows:

	
	As of 
	
	As of

	
	March 31, 2012
	
	December 31, 2011

	
	Baht
	
	Baht

	Within credit term
	94,282,676.01
	
	51,338,312.91

	Over due    1 to 30 days
	27,747,319.67
	
	15,769,462.45

	Over due  31 to 60 days
	161,334.32
	
	2,367,352.00

	Over due  61 to 90 days
	1,708,330.61
	
	29,061.16

	Over due  91 to 180 days
	371,849.52
	
	1,809,896.37

	Over due  181 to 365 days
	15,277.21
	
	30,570.89

	Over due  over 366 days
	22,526,174.22
	
	22,508,873.18

	Total
	146,812,961.56
	
	93,853,528.96




For the three months period ended March 31, 2012 and 2011, allowance for doubtful debt has movement as follows:

	
	For the three months period ended March 31,

	
	2012
	
	2011

	
	Baht
	
	Baht

	Allowance for Doubtful Debt - Beginning
	(22,508,873.18)
	
	(22,928,354.40)

	Add   Reserve within Period
	-
	
	(80,518.78)

	Less  Receive within Period
	-
	
	500,000.00

	Allowance for Doubtful Debt - Ending
	(22,508,873.18)
	
	(22,508,873.18)




For the three months period ended March 31, 2012 and 2011, estimation of debt reduction from return goods and discount payment has movement as follows:

	
	For the three months period ended March 31,

	
	2012
	
	2011

	
	Baht
	
	Baht

	Estimation of Debt Reduction from Return Goods 

     and Discount Payment - Beginning
	(5,918,599.02)
	
	(4,816,243.83)

	Add   Increase during the Period
	(2,293,906.27)
	
	(5,246,675.94)

	Less  Decrease during the Period
	5,918,599.02
	
	4,816,243.83

	Estimation of Debt Reduction from Return Goods 

     and Discount Payment - Ending
	(2,293,906.27)
	
	(5,246,675.94)


7. Accounts and Notes Receivable - Related Companies - Net


Consist of:   
	
	As of
	
	As of

	
	March 31, 2012
	
	December 31, 2011

	
	Baht
	
	Baht

	Accounts Receivable – Oversea
	21,769,830.98
	
	22,376,985.24

	Accounts Receivable – Domestic
	1,519,970.42
	
	186,516.20

	Total
	23,289,801.40
	
	22,563,501.44

	Notes Receivable 
	320,123.68
	
	378,121.95

	Total
	23,609,925.08
	
	22,941,623.39

	(Less) Allowance for Doubtful Debt
	(7,395,462.41)
	
	(7,395,462.41)

	Net
	16,214,462.67
	
	15,546,160.98




An aging analysis of accounts receivable related companies as of March 31, 2012 and December 31, 2011 are as follows:

	
	As of
	
	As of

	
	March 31, 2012
	
	December 31, 2011

	
	Baht
	
	Baht

	Within credit term
	1,519,970.42
	
	164,569.16

	Over due 1 to 30 days
	320,123.68
	
	400,068.99

	Over due  over 366 days
	21,769,830.98
	
	22,376,985.24

	 Total
	23,609,925.08
	
	22,941,623.39




For the three months period ended March 31, 2012 and 2011, allowance for doubtful debt has movement as follows:

	
	For the three months period ended March 31,

	
	2012
	
	2011

	
	Baht
	
	Baht

	Allowance for Doubtful Debt - Beginning
	(7,395,462.41)
	
	-

	Add   Reserve within Period
	-
	
	-

	Allowance for Doubtful Debt - Ending
	(7,395,462.41)
	
	-




As of March 31, 2012 and December 31, 2011, accounts receivable for over due over 366 days and 181 days respectively, constitutes the letter to notify requesting the gradually debt repayment to the Company. Which lead the machines debt repayment the value about of US dollar 0.23 million within the quarter 2/2012, the remaining will be completely repayable within the quarter 4/2012 and the Company expects to collect debts. However, the Company recognizes the part of allowance for doubtful debt already, which the management of the Company believes that allowance for doubtful debt be proper and adequate.
8. Inventories - Net 

Consist of:
	
	
	As of 
	
	As of

	
	
	March 31, 2012
	
	December 31, 2011

	
	
	Baht
	
	Baht

	Finished Goods
	
	29,959,273.93
	
	29,926,582.50

	Raw Materials
	
	20,791,283.98
	
	36,826,587.68

	Work-in-Process
	
	617,578,129.18
	
	573,417,867.80

	Chemical
	
	50,351,403.41
	
	56,181,127.82

	Spare Part
	
	3,019,198.47
	
	2,890,804.03

	Goods-in-Transit
	
	47,881,788.69
	
	46,669,897.45

	                 Total
	
	769,581,077.66
	
	745,912,867.28

	Less Allowance from Declining in Value of Inventories
	
	(4,598,743.23)
	
	(2,065,733.79)

	Plus Estimation Cost of Allowance for Returned Goods
	
	1,206,630.54
	
	3,029,052.22

	                 Net
	
	766,188,964.97
	
	746,876,185.71




For the three months period ended March 31, 2012 and 2011, allowance from declining in value of inventories has movement as follows:
	
	
	For the three months period ended March 31,

	
	
	2012
	
	2011

	
	
	Baht
	
	Baht

	Allowance for Declining in Value of Inventories - Beginning
	
	(2,065,733.79)
	
	(7,297,540.90)

	Add  Allowance increased within Period
	
	(2,533,009.44)
	
	-

	Less  Sale within Period
	
	-
	
	6,233,903.95

	Allowance for Declining in Value of Inventories - Ending
	
	(4,598,743.23)
	
	(1,063,636.95)




For the three months period ended March 31, 2012 and 2011, estimation cost of allowance for returned goods has movement as follows:

	
	
	For the three months period ended March 31,

	
	
	2012
	
	2011

	
	
	Baht
	
	Baht

	Estimation Cost of Allowance for Returned Goods - Beginning
	
	3,029,052.22
	
	2,943,514.53

	Add  Increase during the Period
	
	1,206,630.54
	
	3,880,856.38

	Less  Decrease during the Period
	
	(3,029,052.22)
	
	(2,943,514.53)

	Estimation Cost of Allowance for Returned Goods - Ending
	
	1,206,630.54
	
	3,880,856.38




As of March 31, 2012 and December 31, 2011, the Company has insured finished goods, raw materials, work in process, and supplies in Baht 614 million, equally for two years which the beneficiary from insurance is granter to one merchant bank in note 12.
9. Long Term Investment


Consist of :

	
	
	  Activities
	Place of
	Paid up
	% of
	Original Cost
	Investment
	
	Dividends

	
	
	
	incorporation
	Share Capital
	Shareholding
	of Investment
	As of
	
	For the three months period ended

	
	
	
	
	
	
	
	March 31, 2012
	
	December 31, 2011
	
	March 31, 2012
	
	March 31, 2011

	
	
	
	
	U.S. Dollar
	%
	U.S. Dollar
	Baht
	
	Baht
	
	Baht
	
	Baht

	9.1
	General Investment :
	
	
	
	
	
	
	
	
	
	
	
	

	
	C.P.L. INTERNATIONAL 
	Business of
	British Virgin
	
	
	
	
	
	
	
	
	
	

	
	    COMPANY LIMITED
	Tannery
	Islands
	  8,000,000.00
	15
	1,200,000.00
	51,483,750.00
	
	51,483,750.00
	
	-
	
	-

	
	Plus Advance Payment from
	
	
	
	
	
	
	
	
	
	
	
	

	
	        Increase Capital
	
	
	
	
	
	4,618,500.00
	
	-
	
	-
	
	-

	
	Less Allowance for Impairment 
	
	
	
	
	
	(18,686,740.39)
	
	(14,068,240.39)
	
	-
	
	-

	
	         Net
	
	
	
	
	
	37,415,509.61
	
	37,415,509.61
	
	-
	
	-

	
	SIRINRAT COMPANY LIMITED
	Building
	Thai
	Baht
	
	Baht
	
	
	
	
	
	
	

	
	
	For rent
	
	15,000,000.00
	3
	450,000.00
	450,000.00
	
	450,000.00
	
	-
	
	-

	
	        Total General Investment
	
	
	
	
	
	37,865,509.61
	
	37,865,509.61
	
	-
	
	-

	9.2
	Investment in Debt Instrument held to Maturity :
	
	
	
	
	
	
	

	
	Debt Instrument Maturity in 1 years
	16,000,000.00
	
	16,000,000.00
	
	
	
	

	
	Debt Instrument Maturity in 2-5 years
	10,000,000.00
	
	10,000,000.00
	
	
	
	

	
	Debt Instrument Maturity in 6-10 years
	34,000,000.00
	
	18,000,000.00
	
	
	
	

	
	         Total Investment in Debt Instrument held to Maturity
	60,000,000.00
	
	44,000,000.00
	
	
	
	

	
	Less Investment in Debt Instrument Maturity within 1 years (Temporary Investment)
	(16,000,000.00)
	
	(16,000,000.00)
	
	
	
	

	
	         Total Investment in Debt Instrument held to Maturity
	44,000,000.00
	
	28,000,000.00
	
	
	
	

	
	         Total Long - Term Investment
	
	
	
	
	
	81,865,509.61
	
	65,865,509.61
	
	
	
	



Investment in Debt Instrument Held to Maturity
As of March 31, 2012, amount of Baht 16.00 million was investment in unsubordinated secured and holder name definable debentures. The maturity of debentures for 6 years 9 months 19 days from issued date for period since January 27, 2012 to November 15, 2018 with interest rate years 1-4 is 4.00% per annum, interest years 5-6 is 4.40% per annum and since interest years over 6 to maturity is 5.50 % per annum. 
As of March 31, 2012 and December 31, 2011, amount of Baht 16.00 million was investment in unsubordinated secured and holder name definable debentures. The maturity of debentures for 8 years from issued date for period since May 20, 2004 to May 20, 2012 with interest rate years 1-4 is 4.25% per annum and interest years 5-8 is 5.75% per annum.
As of March 31, 2012 and December 31, 2011, amount of Baht 10.00 million was investment in unsubordinated secured and holder name definable a debentures. The maturity debentures for 4 years from issue date for period since October 1, 2010 to October 1, 2014 with interest rate of 3.85% per annum. 


As of March 31, 2012 and December 31, 2011, amount of Baht 18.00 million was debentures in type of non – guaranteed, non – convertible. The maturity of debentures for 10 years from issued date for period since October 22, 2009 to October 22, 2019 with interest rate years 1-5 is 4.80% per annum and interest years 6-10 is 6.00% per annum.

10. Property, Plant and Equipment - Net    

For the three months period ended March 31, 2012 as follows:

	
	Baht

	Beginning Book Value – Net
	195,059,382.18

	Purchases/Transfer in
	4,006,549.81

	Sale/Transfer out
	(3,780,947.94)

	Depreciation for portion shown in the Statement of Comprehensive Income
	(5,560,344.21)

	Ending Book Value – Net
	189,724,639.84



As of March 31, 2012 and December 31, 2011, the Company pledged and mortgaged land plus property, machinery and some equipment which the net book value of Baht 132.57 million and Baht 133.50 million respectively, as collateral against all type of liability at the merchant bank and beneficiary from the insurance in the amount according to the insurance contract in Baht 216.00 million, equally for two years. It is given to merchant bank according to note No. 12.

11. Intangible Assets - Net

For the three months period ended March 31, 2012, intangible assets comprised entirely of software programs and intangible assets under development as follows:
	
	Baht

	Beginning Book Value - Net
	9,536,875.18

	Purchases
	36,000.00

	Amortization for portion show in the Statement of Comprehensive Income
	(13,787.18)

	Ending Book Value - Net
	9,559,088.00


12. Credit Facilities and Guarantee 

The Company has credit line from commercial bank and financial institutions in form bank overdraft, trust receipts, short-term loan, letter of guarantee, credit line for forward contract, and foreign exchange. As of March 31, 2012 and December 31, 2011 has granted the total credit line in amount of Bath 1,165.00 million and Bath 1,260.00 million respectively, and amount of US dollar 3.00 million, equally for two years. It is pledged by mortgage register of land plus property, machinery and equipment, and beneficiary from insurance in inventory, such land plus property, machinery and equipment according to note No 8 and 10.
13. Short - Term Loan from Financial Institution

As of March 31, 2012 and December 31, 2011, the whole amount is loan from merchant bank in form of trust receipt payable with carried the interest rate of 7.125% per annum and 7.25 - 8.37%   per annum respectively. Under term of trust receipt contract, the Company receives merchandise ordered by using credit of the finance institutes. Hence, the Company constitutes obligation commitment to the finance institutes for such merchandise fee both that kept or disposed.


Such above loan constitutes collateral according to note No 12.
14. Provision for Employee Benefit

Provision for Employees Benefit as follows:
	
	
	Baht

	Present value of the obligation as of January 1, 2012
	
	21,147,958.00

	Current service cost
	
	443,021.00

	Interest expenses
	
	197,875.00

	Present value of the obligation as of March 31, 2012
	
	21,788,854.00


15. Income Taxes

For the three months period ended March 31, 2012 and 2011, the Company calculated income taxes at 23% and 30% respectively of accounting net profit after adding adjusted transaction in accordance with the Revenue Code which is mainly reversal of allowance for doubtful debt, estimation of debt reduction from return goods and discount payment, estimation cost of allowance for return goods, loss from impairment of general investment and loss from declining in value of inventories, etc.
16. Presentation of Financial Data Segregated by Business Sector

The Company operates in only one business sector, namely manufacturing and distribution of leather products and operate in one geographical area only in Thailand. Thus all income, profit and entire assets shown in the financial statements are related to the said business sector and geographical area.


For the three months period ended March 31, 2012 and 2011, the Company constitutes net foreign sales and domestic sales as follow: 
	
	Domestic
	Foreign
	Total

	
	2012
	2011
	2012
	2011
	2012
	2011

	
	’000 Baht
	’000 Baht
	’000 Baht
	’000 Baht
	’000 Baht
	’000 Baht

	Sales
	83,863
	108,613
	274,975
	291,409
	358,838
	400,022

	Profit from Operation
	4,205
	9,831
	27,888
	39,633
	32,093
	49,464

	Others Income
	
	
	
	
	10,220
	2,713

	Profit Before Expenses
	
	
	
	
	42,313
	52,177

	Selling Expenses
	
	
	
	
	(7,198)
	(9,247)

	Administrative Expenses
	
	
	
	
	(11,600)
	(9,395)

	Loss from Impairment of General Investment    
	(4,619)
	-

	Management Benefit Expenses
	(4,276)
	(3,926)

	Profit Before Financial Costs and Income Taxes
	14,620
	29,609

	Financial Costs
	
	
	
	
	(1,227)
	(810)

	Profit Before Income Taxes
	
	
	
	
	13,393
	28,799

	Income Taxes
	
	
	
	
	(4,460)
	(6,959)

	Profit for the Period 
	
	
	
	
	8,933
	21,840


17. Contingent Liabilities and Obligation

Apart from liabilities shown on the statement of financial position as of March 31, 2012 and December 31, 2011, the Company still remains other obligations with commercial banks as follows:
	
	As of 
	
	As of

	
	March 31, 2012
	
	December 31, 2011

	- Letters of Credit
	
	
	

	     Credit Line for Baht 730.0 Million, Unused
	558.57 Million Baht
	
	638.38 Million Baht

	     Credit Line for 3.0 Million US Dollar, Unused
	87.21 Million Baht
	
	47.94 Million Baht

	-  Letters of Guarantee
	3.91  Million Baht
	
	3.91  Million Baht


18. Events After the Reporting Period

In accordance with the minute of the Annual General Shareholders’ Meeting for the year 2012 which held on April 25, 2012, it is unanimously resolved that the Company appropriates retained earnings for 2011 as dividend to shareholders in number of 26.39 million shares in the rate of Baht 2.00 per share aggregating to amount of Baht 52.78  million. Dividend is repayable on May 15, 2012.
19. Approval of the Interim Financial Information

The interim financial information have been approved to issue by authorized directors of the Company on May 10, 2012.
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