(UNAUDITED BUT REVIEWED)


SINO-THAI ENGINEERING AND CONSTRUCTION PUBLIC COMPANY LIMITED

AND ITS SUBSIDIARIES

NOTES TO CONSOLIDATED INTERIM FINANCIAL STATEMENTS

1. GENERAL INFORMATION


1.1
General information

Sino-Thai Engineering and Construction Public Company Limited (hereinafter called “the Company”) was incorporated as a public limited company under Thai laws. The Company operates in Thailand and is principally engaged in the provision of construction services. The Company’s registered address is 32/59-60, 29th-30th Floor, Sino-Thai Tower, Sukhumvit 21 Road, Klongtoey-Nua, Wattana, Bangkok.

1.2
Basis for the preparation of interim financial statements


These interim financial statements are prepared in accordance with Accounting Standards No. 41 “Interim financial statements”, with the Company choosing to present condensed interim financial statements. However, the Company has presented the balance sheets, and the statements of earnings, changes in shareholders’ equity, and cash flows in the same format as that used for the annual financial statements. 


The interim financial statements are intended to provide information additional to that included in the latest annual financial statements. Accordingly, they focus on new activities, events and circumstances so as not to duplicate information previously reported. These interim financial statements should therefore be read in conjunction with the latest annual financial statements.


1.3
Basis of interim consolidation


The basis of interim consolidation is the same as that for the consolidated financial statements for the year ended 31 December 2005, with no changes in the shareholding structure of the subsidiaries during the period.


1.4
Significant accounting policies


The interim financial statements are prepared using the same accounting policies and methods of computation as were used for the financial statements for the year ended 31 December 2005.

2.
CASH AND CASH EQUIVALENTS
Cash and cash equivalents include cash on hand, all bank accounts, treasury bills, bonds, unit trusts and promissory notes with an original maturity of 3 months or less not subject to restrictions. The ending balances were detailed as followings: -
	
	
	(Unit: Thousand Baht)

	
	Consolidated
	The Company Only

	
	30 June 2006
	31 December 2005
	30 June 2006
	31 December 2005

	
	
	(Audited)
	
	(Audited)

	Cash on hand
	4,735
	5,030
	4,712
	5,019

	Current and saving deposits
	276,074
	361,452
	208,337
	346,050

	Treasury bills and bonds
	-
	65,000
	-
	-

	Unit trusts
	-
	100,000
	-
	100,000

	Promissory notes 
	1,050,000
	-
	1,050,000
	-

	Total
	1,330,809
	531,482
	1,262,049
	451,069


3.
CURRENT INVESTMENT 
	
	
	(Unit: Thousand Baht)

	
	Consolidated
	The Company Only

	
	30 June 2006
	31 December 2005
	30 June 2006
	31 December 2005

	
	
	(Audited)
	
	(Audited)

	Marketable securities 
	148
	297
	148
	297

	Treasury bills
	60,000
	10,000
	-
	-

	Unit trusts
	200,000
	-
	200,000
	-

	Total
	260,148
	10,297
	200,148
	297



The investments in unit trusts were opened – end funds investing in debt securities. The Company disposed the unit trusts in July 2006.
4.
ACCOUNTS AND NOTES RECEIVABLE


The aging of the outstanding balances of accounts and notes receivable as at the balance sheet dates are as follow:-

	
	
	(Unit: Thousand Baht)

	
	Consolidated
	The Company Only

	
	30 June 2006
	31 December 2005
	30 June 2006
	31 December 2005

	
	
	(Audited)
	
	(Audited)

	Unrelated parties
	
	
	
	

	Current receivables
	742,408
	777,288
	673,695
	717,051

	Past due receivables 
	
	
	
	

	  Less than 4 months
	562,682
	507,172
	534,128
	506,719

	  5 -12 months
	147,497
	234,371
	147,498
	234,371

	  More than 12 months
	461,704
	315,906
	461,368
	315,425

	Total
	1,914,291
	1,834,737
	1,816,689
	1,773,566

	Less: Allowance for doubtful accounts
	(224,157)
	(224,757)
	(224,157)
	(224,757)

	
	1,690,134
	1,609,980
	1,592,532
	1,548,809

	Related parties
	
	
	
	

	Current receivables
	123,326
	59,843
	182,613
	77,079

	Past due receivables 
	
	
	
	

	  Less than 4 months
	76,533
	174,681
	76,529
	174,681

	  5 –12 months
	-
	14,486
	-
	14,486

	  More than 12 months
	29,203
	29,317
	29,203
	29,317

	Total
	229,062
	278,327
	288,345
	295,563

	Less: Allowance for doubtful accounts
	(29,203)
	(29,203)
	(29,203)
	(29,203)

	
	199,859
	249,124
	259,142
	266,360

	Accounts and notes receivable - net
	1,889,993
	1,859,104
	1,851,674
	1,815,169


The Company and subsidiaries believe that the allowance for doubtful accounts set aside is adequate in the present circumstances.


5.
RELATED PARTY TRANSACTIONS


During the periods, the Company had significant business transactions with its subsidiaries, associated companies, joint ventures and related companies (any company which has a shareholder and/or director in common with the Company, with such shareholder or director being in a position to exercise influence over both parties). Such transactions which have been concluded at contract prices which can be comparable to the prices for unrelated parties, are summarised as follow:- 
	
	
	(Unit: Million Baht)


	
	Consolidated
	The Company Only

	
	2006
	2005
	2006
	2005

	For the three-month periods
	
	
	
	

	Transactions with related companies
	
	
	
	

	   Construction and service income
	239
	227
	239
	227

	   Cost of construction
	5
	28
	5
	28

	   Purchase fixed assets
	-
	17
	-
	17

	Transactions with joint venture
	
	
	
	

	   (eliminated on the consolidated financial statements)
	
	
	
	

	   Construction and service income
	27
	-
	63
	-

	Transactions with associated company
	
	
	
	

	   Construction and service income
	-
	32
	-
	32

	   Other income
	3
	3
	3
	3

	Transactions with subsidiaries
	
	
	
	

	  (eliminated on the consolidated financial statements)
	
	
	
	

	    Rental expenses
	-
	-
	2
	1

	
	
	
	
	

	For the six-month periods
	
	
	
	

	Transactions with related companies
	
	
	
	

	   Construction and service income
	565
	436
	565
	436

	   Cost of construction
	10
	44
	10
	44

	   Purchase fixed assets
	-
	17
	-
	17

	Transactions with joint venture
	
	
	
	

	   (eliminated on the consolidated financial statements)
	
	
	
	

	   Construction and service income
	47
	-
	111
	-

	Transactions with associated company
	
	
	
	

	   Construction and service income
	-
	63
	-
	63

	   Other income
	3
	3
	3
	3

	Transactions with subsidiaries
	
	
	
	

	  (eliminated on the consolidated financial statements)
	
	
	
	

	    Rental expenses
	-
	-
	3
	3



The outstanding balances with the related parties have been separately shown in the balance sheets, and can be summarised as follows:-
	
	
	
	
	(Unit: Thousand Baht)

	
	
	Consolidated
	The Company Only

	
	Relationship
	30 June 2006
	31 December 2005
	30 June 2006
	31 December 2005

	
	
	
	(Audited)
	
	(Audited)

	ASSETS
	
	
	
	
	

	Accounts and notes receivable - related parties
	
	
	
	
	

	SL Joint Venture
	Joint venture
	-
	-
	3,346
	-

	Sino-Thai-A.S. Joint Venture
	Joint venture
	40,497
	12,476
	96,422
	29,705

	Taisei-Sino-Thai Joint Venture
	Joint venture
	91,192
	93,762
	91,192
	93,762

	Philipp Holzmann (Thai) /
	
	
	
	
	

	   U.T.M. Engineering / Sino-Thai Joint Venture
	Joint venture
	10,225
	10,225
	10,225
	10,225

	TNNS Joint Venture
	Joint venture
	68,036
	98,989
	68,036
	98,989

	P.P. Coral Resort Company Limited
	Associated company
	4
	43,355
	-
	43,354

	Others
	
	19,108
	19,520
	19,124
	19,528

	Total
	
	229,062
	278,327
	288,345
	295,563

	Less:  Provision for doubtful debts
	
	(29,203)
	(29,203)
	(29,203)
	(29,203)

	Net
	
	199,859
	249,124
	259,142
	266,360

	Unbilled receivables
	
	
	
	
	

	Sino-Thai-A.S. Joint Venture
	Joint venture
	9,629
	6,481
	22,925
	15,430

	Taisei-Sino-Thai Joint Venture
	Joint venture
	93,884
	97,006
	93,884
	97,006

	TNNS Joint Venture
	Joint venture
	236,058
	218,564
	236,058
	218,564

	
	
	339,571
	322,051
	352,867
	331,000

	Retention receivables
	
	
	
	
	

	Sino-Thai-A.S. Joint Venture
	Joint venture
	4,336
	-
	10,324
	-

	Taisei-Sino-Thai Joint Venture 
	Joint venture
	15,912
	42,327
	15,911
	42,327

	TNNS Joint Venture
	Joint venture
	8,614
	15,779
	8,614
	15,779

	
	
	28,862
	58,106
	34,849
	58,106

	
	
	
	
	
	

	Loans to related parties
	
	
	
	
	

	P.P. Coral Resort Company Limited
	Associated company
	80,493
	80,000
	-
	-

	Satthatham Construction Company Limited
	Former subsidiary
	174,343
	174,343
	174,343
	174,343

	MMR Asia Company Limited
	Former associated company
	11,612
	11,612
	11,612
	11,612

	Sino-Thai Tower
	Related company
	6,002
	-
	-
	-

	The Joint Venture of Tomen Enterprise
	
	
	
	
	

	  (Bangkok) Limited /  Sino-Thai Engineering
	
	
	
	
	

	  and Construction Plc. / Totems Co., Ltd
	Joint venture
	278
	278
	278
	278

	IS Geo System Company Limited
	Former related company
	78,567
	78,567
	78,567
	78,567

	Total
	
	351,295
	344,800
	264,800
	264,800

	Less: Allowance for doubtful accounts
	
	(264,522)
	(264,522)
	(264,522)
	(264,522)

	Net
	
	86,773
	80,278
	278
	278


	
	
	
	
	(Unit: Thousand Baht)

	
	
	Consolidated
	The Company Only

	
	Relationship
	30 June 2006
	31 December 2005
	30 June 2006
	31 December 2005

	
	
	
	(Audited)
	
	(Audited)

	LIABILITIES
	
	
	
	
	

	Accounts and notes payable - related parties
	
	
	
	
	

	STP & I Plc.
	Common director
	466
	-
	466
	-

	STIT Co., Ltd.
	Common director
	3,718
	3,043
	3,718
	3,043

	Total
	
	4,184
	3,043
	4,184
	3,043

	
	
	
	
	
	

	Advances received from construction contracts
	
	
	
	
	

	SL Joint Venture
	Joint venture
	398,351
	-
	398,351
	-

	Sino-Thai-A.S. Joint Venture
	Joint venture
	8,990
	11,157
	21,404
	26,565

	Taisei-Sino-Thai Joint Venture
	Joint venture
	65,642
	109,315
	65,642
	109,315

	TNNS Joint Venture
	Joint venture
	14,083
	17,819
	14,083
	17,819

	
	
	487,066
	138,291
	499,480
	153,699


6.
ACCOUNTS RECEIVABLE / UNDUE OUTPUT TAX RELATING TO CONSTRUCTION OF SUVARNABHUMI AIRPORT RAIL LINK CONTRACT


The balances were value added tax and withholding tax relating to construction of Suvarnabhumi Airport Rail Link contract (SRT). Such tax obligations arise when the SRT pays the banks to which the rights of claim were transferred, after construction is completed (no later than November 2007) according to the contract. Therefore, as of 30 June 2006, the Company presents the balances of accounts receivable and the relating taxes as long-term assets and liabilities in the balance sheet.


SRT is liable for the interest incurred under the transfer the rights of claim contracts. However, for tax purposes, such interest is considered to be a part of the construction contract. The Company, therefore, will issue tax invoices for such interest when the SRT pays the interest and related taxes to the banks, after construction is completed. The Company has therefore not accounted for the interest into its accounts. As at 30 June 2006, such interest amounts to Baht 167 million.

7.
INVESTMENTS ACCOUNTED FOR UNDER EQUITY METHOD / PROVISION FOR LOSS OF JOINT VENTURES

	
	(Unit: Thousand Baht)

	
	Consolidated
	The Company Only

	
	30 June 2006
	31 December 2005
	30 June 2006
	31 December 2005

	
	
	(Audited)
	
	(Audited)

	Investments in subsidiaries
	-
	-
	491,656
	508,196

	Investments in associated companies
	217,248
	228,250
	188,346
	188,667

	Investments in joint ventures
	-
	-
	1,279
	1,306

	
	217,248
	228,250
	681,281
	698,169

	Provision for loss of joint ventures
	2,398
	2,398
	2,699
	2,398


	
	The Company Only

	
	Cost
	Equity method

	
	30 June 2006
	31 December 2005
	30 June 2006
	31 December 2005

	
	
	(Audited)
	
	(Audited)

	Investments in associated companies
	
	
	
	

	DKK Sino-Thai Engineering Company Limited
	2,800
	2,800
	188,346
	188,667

	P.P. Coral Resort Company Limited
	68,001
	68,001
	28,902
	39,583

	ACS Asia Company Limited
	5,000
	5,000
	8,986
	8,986

	Less: Provision for impairment of investment
	
	
	(8,986)
	(8,986)

	
	
	
	-
	-

	Total
	
	
	217,248
	228,250

	Investments in joint ventures
	
	
	
	

	Philipp Holzmann (Thai) / U.T.M.
	
	
	
	

	   Engineering/Sino-Thai Joint Venture
	
	
	14,861
	14,861

	Less: Provision for value diminution
	
	
	(14,861)
	(14,861)

	Total
	
	
	-
	-

	Provision for loss of joint ventures
	
	
	
	

	TNNS Joint Venture
	
	
	2,263
	2,263

	The Joint Venture of Tomen Enterprise
	
	
	
	

	   (Bangkok) Limited / Sino-Thai Engineering
	
	
	
	

	   and Construction Plc. / Totems Co., Ltd.
	
	
	135
	135

	Total
	
	
	2,398
	2,398

	
	
	
	
	


	
	The Company Only

	
	Cost
	Equity method

	
	30 June 2006
	31 December 2005
	30 June 2006
	31 December 2005

	
	
	(Audited)
	
	(Audited)

	Investments in subsidiaries
	
	
	
	

	HTR Corporation Limited
	440,090
	440,090
	491,314
	507,854

	Sino-Thai Joint Venture
	
	
	342
	342

	Total
	
	
	491,656
	508,196

	Investments in associated companies
	
	
	
	

	DKK Sino-Thai Engineering Company Limited
	2,800
	2,800
	188,346
	188,667

	ACS Asia Company Limited
	5,000
	5,000
	8,986
	8,986

	Less: Provision for impairment of investment
	
	
	(8,986)
	(8,986)

	
	
	
	-
	-

	Total
	
	
	188,346
	188,667

	
	
	
	
	

	Investments in joint ventures
	
	
	
	

	SJ Development Joint Venture
	
	
	1,279
	1,306

	SL Joint Venture
	
	
	-
	-

	Philipp Holzmann (Thai) / U.T.M.    
	
	
	
	

	   Engineering / Sino-Thai Joint Venture
	
	
	14,861
	14,861

	Less: Provision for value diminution
	
	
	(14,861)
	(14,861)

	
	
	
	-
	-

	Total
	
	
	1,279
	1,306

	Provision for loss of joint ventures
	
	
	
	

	TNNS Joint Venture
	
	
	2,263
	2,263

	Sino-Thai-A.S. Joint Venture
	
	
	301
	-

	The Joint Venture of Tomen Enterprise 
	
	
	
	

	
(Bangkok) Limited / Sino-Thai Engineering 
	
	
	
	

	
and Construction Plc. / Totems Co., Ltd.
	
	
	135
	135

	Total
	
	
	2,699
	2,398


Share of profit or loss from the operating results of associated companies and joint ventures of the Company was determined based on financial statements prepared by their managements and not reviewed by their auditors. The Company believes that the value of the investments would not significantly differ had the financial statements been reviewed by auditors.
The share of loss from the TNNS Joint Venture was determined based on audited financial statements as at 31 March 2002 and for the period then ended. The Company believes that its interest in the earnings of the joint venture for the period after 31 March 2002 is not significant to its financial statements.

8.
PROPERTY, PLANT AND EQUIPMENT

Movements of the property, plant and equipment account during the six-month period ended 30 June 2006 are summarised below:-
	
	(Unit: Thousand Baht)

	
	Consolidated
	The Company only

	Net book value as at 1 January 2006
	3,744,278
	3,372,727

	Acquisitions  during period - at cost
	475,700
	475,620

	Depreciation for  period
	(222,254)
	(214,844)

	Amortization of revaluation surplus
	(22,724)
	(2,595)

	Disposals during period - net book value at disposal date 
	(2,595)
	-

	Net book value as at 30 June 2006
	3,972,405
	3,630,908


9.
PROVISION FOR LOSS ON CONSTRUCTION PROJECTS
In current circumstances, prices of construction materials and wages, and oil and transportation costs have significantly risen. In addition, major construction contracts have been extended due to uncontrollable external factors. Because of these, the Company has to reconsider its project costs in detail. In the mentioned circumstances, the Company noted loss from long term projects and recorded the whole amount of loss into its accounts by presenting as a separate item in the earnings statements. The Company believes that if the above events do not significantly change, the recorded provision for loss is adequately set in the current situation.
10.
BILLS OF EXCHANGE ISSUED TO OPEN-END FUNDS

Bills of exchange issued to open-end funds of Baht 532 million, aged over one year, were due within one year in the current period. They were, therefore, classified as short-term liabilities as of 30 June 2006. 

11.
HIRE PURCHASE AND FINANCIAL LEASE PAYABLE

	
	(Unit: Thousand Baht)

	
	Consolidated/The Company Only

	
	30 June 2006
	31 December 2005

	Hire purchase and financial lease payable 
	236,634
	232,017

	Less: Current portion 
	(104,914)
	(104,017)

	Hire purchase and financial lease payable -  net of current portion
	131,720
	128,000


Movements in the hire purchase and financial lease payable accounts during the six-month period ended 30 June 2006 are summarized below:-
(Unit: Thousand Baht)
	
	Amount

	Balance as at 1 January 2006
	232,017

	Add: Increase of equipments from the contracts engaged in the period
	75,493

	Less: Payments of hire purchase and financial lease payable 
	(70,876)

	Balance as at 30 June 2006
	236,634


12.
DEBENTURES
(Unit: Thousand Baht)

	
	Consolidated/The Company Only

	
	30 June 2006
	30 December 2005

	Debentures
	312,500
	375,000

	Less: Current portion 
	(125,000)
	(125,000)

	Debentures – net of current portion
	187,500
	250,000


Movements in the debentures account during the six-month period ended 30 June 2006 are summarized below:-
	(Unit : Thousand Baht)

	
	Amount

	Balance as at 1 January 2006
	375,000

	Add: Additional borrowings
	-

	Less: Repayments 
	(62,500)

	Balance as at 30 June 2006
	312,500



On 28 April 2006, the Annual General Meeting of the Company’s shareholders resolved the issuance and sales of not over 7-years debentures totaling not more than Baht 3 billion within a period of 3 years. These debenture carry interest rate at market rate on the issued and selling date. The Company has yet to issue and sell the debenture as of 30 June 2006.
13.
CASH RECEIPT UNDER CONSTRUCTION CONTRACT

In the second quarter of the year 2006, the Company received of USD 12 million from an overseas company which is a consortium with the Company under a construction contract. The overseas company agreed to grant this amount of money to the Company for use in the construction project. It is to be repaid at the end of 2008.
14. SHARE CAPITAL

The paid-up share capital of the Company increased during the current period as a result of the following events:-
1. The exercises of warrants in December 2005 and 30 March 2006 totaling of 158,200 shares which were registered for the increase of issued and fully paid up share capital on 10 April 2006.

2. According to an Extraordinary General Meeting of the Company’s shareholders in May 2005, it resolved to increase registered share capital by issuing additional 160 million shares of Baht 1 each. Therefore, in January 2006, at the Meeting of Board of Directors was resolved to distribute the 160 million ordinary shares of Baht 1 each. The ordinary shares have a offering price of Baht 12.10 per share, totaling amount received from this shares sale of Bath 1,936 million. There were expenses occurred regarding to the share increase of Baht 50.83 million which were recorded as a deduction of share premium. All of the shares increase was sold during 12 to 16 January 2006, and registered with the Ministry of Commerce on 17 January 2006.


The Company, as of 30 June 2006, had issued and fully paid share capital of Baht 1,184,640,789 (1,184,640,789 ordinary shares of Baht 1 each).

15.
WARRANTS


The Company issued warrants twice. The warrants are listed in the Stock Exchange of Thailand and are detailed as follows:-
	
	Warrants’ names in the Stock Exchange of Thailand

	
	STEC-W
	STEC-W2

	Extraordinary General Meeting of Shareholders resolution date
	14 February 2002
	16 August 2004

	Total number of warrants issued (units)
	170,000,000
	170,000,000

	Ratio of existing ordinary shareholders’ rights to purchase warrants (ordinary share : warrant)
	5 : 1
	6 : 1

	Proposed selling prices for 1 unit of warrants (Baht)
	none
	3.0

	Exercised period as from the issued date (years)
	5
	3

	Expired date
	30 May 2007
	18 April 2008

	Exercised ratio (warrant : ordinary share)
	1 : 1 
	1 : 1 

	Exercised price (Baht per unit)
	1.0
	8.5

	Warrants exercised on 30 June 2006
	
	

	   -   Number of warrants (units)
	-
	-

	   -   Amount received from this exercise (Baht)
	-
	-

	Remaining unexercised warrants after the warrants exercised on 

   30 June 2006 (units)
	1,810,750
	163,548,461


16.
CORPORATE INCOME TAX


Corporate income tax of subsidiaries was calculated by multiplying earnings before income tax for the period by the estimated effective tax rate for the year.

17.
RECONCILIATION OF DILUTED EARNINGS (LOSS) PER SHARE

	
	
	Weighted average
	

	
	Net earnings
	number of ordinary shares
	Earnings per share

	
	2006
	2005
	2006
	2005
	2006
	2005

	
	Thousand Baht
	Thousand Baht
	Million shares
	Million shares
	Baht
	Baht

	For the three-month periods
	
	
	
	
	
	

	   ended 30 June 2006 and 2005
	
	
	
	
	
	

	   Basic earnings (loss) per share
	
	
	
	
	
	

	      Net earnings (loss)
	(1,856,660)
	122,356
	1,185
	1,017
	(1.57)
	0.12

	   Effect of dilutive securities
	-
	-
	1
	32
	
	

	   Diluted earnings (loss) per share
	
	
	
	
	
	

	      Net earnings (loss) of ordinary shareholders
	
	
	
	
	
	

	        assuming the conversion of dilutive
	
	
	
	
	
	

	         securities
	(1,856,660)
	122,356
	1,186
	1,049
	(1.57)
	0.12

	
Outstanding warrants, including the warrants exercised but the Company registered the paid-up capital after balance sheet date (unit)
	
	
	
	
	
	

	
30 June 2006
	165,359,211
	
	
	
	
	

	
30 June 2005
	172,278,850
	
	
	
	
	


	
	
	Weighted average
	

	
	Net earnings
	number of ordinary shares
	Earnings per share

	
	2006
	2005
	2006
	2005
	2006
	2005

	
	Thousand Baht
	Thousand Baht
	Million shares
	Million shares
	Baht
	Baht

	For the six-month periods
	
	
	
	
	
	

	   ended 30 June 2006 and 2005
	
	
	
	
	
	

	   Basic earnings (loss) per share
	
	
	
	
	
	

	      Net earnings (loss)
	(1,805,250)
	223,721
	1,170
	1,017
	(1.54)
	0.22

	   Effect of dilutive securities
	-
	-
	19
	41
	
	

	   Diluted earnings (loss) per share
	
	
	
	
	
	

	      Net earnings (loss) of ordinary shareholders
	
	
	
	
	
	

	        assuming the conversion of dilutive
	
	
	
	
	
	

	         securities
	(1,805,250)
	223,721
	1,189
	1,058
	(1.54)
	0.21

	
Outstanding warrants, including the warrants exercised but the Company registered the paid-up capital after balance sheet date (unit)
	
	
	
	
	
	

	30 June 2006
	165,359,211
	
	
	
	
	

	30 June 2005
	172,278,850
	
	
	
	
	


18.
DIVIDEND 

On 28 April 2006, the Annual General Meeting of the Company’s shareholders resolved the payment of dividend of Baht 0.23 per share, totaling of Baht 272.4 million, to its shareholders in respect of 2005 earnings. The dividends paid to the shareholders’ on 26 May 2006.
19.
CONTRACTS IN PROGRESS


As at 30 June 2006, the Company has aggregate amount of construction cost incurred and recognised profits or losses to date for contracts in progress of approximately Baht 23,475 million and has gross amounts due from customers for contracts in progress of approximately Baht 5,728 million.

20.
FINANCIAL INFORMATION BY SEGMENT


The operations of the Company and subsidiaries principally involve construction contracting, office building rental and property development, and are mostly carried on in the single geographic area of Thailand. As a result, all of the revenues, operating results and assets as reflected in these financial statements pertain to the aforementioned industry segments and geographic area. The financial information by segment for the three-month and six-month periods ended 30 June is as follow:-

	
	(Unit: Million Baht)

	
	
	Office building
	

	
	Construction
	rental and property
	

	
	contracting
	development
	Total

	
	2006
	2005
	2006
	2005
	2006
	2005

	For the three-month periods 
	
	
	
	
	
	

	Construction and rental income
	3,563
	3,533
	11
	9
	3,574
	3,542

	Segment operating profit (loss)
	(1,864)
	121
	3
	1
	(1,861)
	122

	Unallocated income (expenses)
	
	
	
	
	
	

	   Interest income
	
	
	
	
	16
	9

	   Other income
	
	
	
	
	16
	13

	   Share of loss from investment in associated company
	
	
	
	
	(2)
	(3)

	   Interest expenses
	
	
	
	
	(24)
	(17)

	   Corporate income tax
	
	
	
	
	(2)
	(2)

	Net income (loss)
	
	
	
	
	 (1,857)
	122

	
	
	
	
	
	
	


	
	(Unit: Million Baht)

	
	
	Office building rental 
	

	
	Construction
	and property
	Construction

	
	contracting
	development
	contracting

	
	2006
	2005
	2006
	2005
	2006
	2005

	For the six-month periods 
	
	
	
	
	
	

	Construction and rental income
	6,611
	7,016
	21
	18
	6,632
	7,034

	Segment operating profit (loss)
	(1,822)
	217
	6
	1
	(1,816)
	218

	Unallocated income (expenses)
	
	
	
	
	
	

	   Interest income
	
	
	
	
	32
	16

	   Other income
	
	
	
	
	28
	20

	   Share of gain from investment in associated company
	
	
	
	
	3
	5

	   Interest expenses
	
	
	
	
	(48)
	(31)

	   Corporate income tax
	
	
	
	
	(4)
	(4)

	Net income (loss)
	
	
	
	
	(1,805)
	224

	As at 30 June
	
	
	
	
	
	

	Property, plant and equipment
	3,631
	2,769
	341
	401
	3,972
	3,170

	Other assets
	11,302
	8,405
	315
	302
	11,617
	8,707

	Total assets
	14,933
	11,174
	656
	703
	15,589
	11,877


21.
CREDIT FACILITIES


The credit facilities of the Company and subsidiaries granted by financial institutions have been secured by the guarantees and mortgages/pledges of the assets listed below:-

1.
Fixed deposits, as at 30 June 2006, of Baht 2 million.

2.
9.3 million shares of HTR Corporation Limited.

3.
Most of the Company’s land, with net book value as of 30 June 2006 of Baht 807 million.

4.
The transfer of the right of the claim of collections from employers under some construction contracts to a bank. The Company is able to withdraw the related bank account with no restrictions. As at 30 June 2006, the balance of the accounts receivable under the right transfer agreement was Baht 81 million.

5.
A subsidiary’s investments in 562,500 ordinary shares of P.P. Coral Resort Company Limited in order to secure loan facility of P.P Coral Resort Company Limited.
22.
COMMITMENTS AND CONTINGENT LIABILITIES


As at 30 June 2006, the Company and subsidiaries had the following commitments and contingent liabilities:-


22.1
There were commitments to purchase of machine and equipments as detailed below (31 December 2005: YEN 238 million).

	Currency
	Amount (million)

	Australian Dollar
	0.40

	Baht
	82.28



22.2
On 5 May 2006, the Board of Director’s meeting resolved the purchase of land of Baht 76 million to be used in the Company’s operations.
22.3
Letters of guarantee totaling Baht 10,976 million (31 December 2005: Baht 8,075 million), issued by financial institutions on behalf of the Company in respect of certain performance bonds as required in the normal course of the businesses of the Company, subsidiaries and joint ventures.


22.4
The Company has been sued for compensation totaling approximately Baht 34 million. The cases are still being considered by the Civil Court and the Central Bankruptcy Court. The Company’s management believes that the outcome of these cases will be favorable to the Company and therefore no provision for liability has been set aside in the accounts.

23.
FINANCIAL INSTRUMENTS

A summary of foreign-currency assets and liabilities as at 30 June 2006 is set out below:-
	
	Amount

	Assets
	  JPY  159.3  million

	Liabilities
	  JPY  305.9  million

	Liabilities
	  USD  12.2  million


In July 2006, the Company entered in to a forward exchange contract to hedge currency risk of JPY denominated payable, as detailed below. 
	Period no.
	Amount (Million JPY)
	Settlement date 

	1
	80
	30 March 2007

	2
	80
	31 March 2008

	3
	78
	31 March 2009


The exchange rates under this contract were agreed upon conditional on future JPY exchange rate. The contractual exchange rate is 0.3950 Baht/JPY, if the yen ever trades at or below 0.3145 Baht/JPY at anytime during the period before each settlement date, the exchange rate will be set at 0.3380 Baht/JPY, while if yen ever trades above 0.3145 Baht/JPY at anytime during the same period. If the yen trades in the same period above the knock out rates, specified in the contract, of 0.400, 0.4100 and 0.4200 Baht/JPY for each of the above period respectively, no exchange will be made and the Company will use market exchange rate in paying the debts.
As at 30 June 2006, the average buying and selling rates announced by the Bank of Thailand were 0.330681 Baht/JPY and 0.334992 Baht/JPY, respectively.
24.
RECLASSIFICATION
Certain amounts in the financial statements for the year ended 31 December 2005 have been reclassified to conform to the current period’s classification, with no effect on previously reported net earnings or shareholders’ equity.
25.
APPROVAL OF INTERIM FINANCIAL STATEMENTS

These interim financial statements were authorised for issued by the Audit Committee on 11 August 2006.
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