(UNAUDITED BUT REVIEWED)


SINO-THAI ENGINEERING AND CONSTRUCTION PUBLIC COMPANY LIMITED

AND ITS SUBSIDIARIES

NOTES TO CONSOLIDATED INTERIM FINANCIAL STATEMENTS
FOR THE THREE-MONTH AND NINE-MONTH PERIODS ENDED 30 SEPTEMBER 2007
1.
GENERAL INFORMATION


1.1
General information

Sino-Thai Engineering and Construction Public Company Limited (hereinafter called “the Company”) was incorporated as a public 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 32/59-32/60, 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 income, 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 Company has engaged in a contractual arrangement with a local company in establishing S.A. Joint Venture to jointly construct a project. The Company has contractual sharing interest of 80 percent, however it has the power to govern the financial and operating policies of the joint venture. Therefore, the joint venture has been a subsidiary of the Company since the third quarter of 2007 in which the construction project started.



Except for the above, the basis of interim consolidation is the same as that for the consolidated financial statements for the year ended 31 December 2006, 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 2006, except for the change in the accounting policy for recording investments in subsidiaries, joint ventures, and associated companies in the separate financial statements from the equity method to the cost method, as described in Note 2 to the interim financial statements.


1.5
Adoption of new accounting standards 
The Federation of Accounting Professions (FAP) has issued Notifications No. 9/2550 and 38/2550 regarding Thai Accounting Standards, and these have been published in the Royal Gazette. The Notifications mandate the use of the following Thai Accounting Standards (Revised 2007) in place of the previous versions, which are cancelled.
a)
Thai Accounting Standards (revised version) which are effective for the current year

TAS 44
Consolidated Financial Statements and Separate Financial Statements

TAS 45
Investments in Associates

TAS 46
Interests in Joint Ventures
These accounting standards become effective for the financial statements for fiscal years beginning on or after 1 January 2007. During the first quarter of the current year, the Company changed its accounting policy for recording investments in subsidiary, joint venture and associated companies in the separate financial statements in order to comply with the revised three above Thai Accounting Standards, as discussed in Note 2. 
b)
Thai Accounting Standards (revised version) which are not effective for the current year

TAS 25
Cash Flow Statements

TAS 33
Borrowing Costs

TAS 35
Presentation of Financial Statements

TAS 39
Accounting Policies, Changes in Accounting Estimates and Errors

TAS 41
Interim Financial Reporting

TAS 49
Construction Contracts

These accounting standards will become effective for the financial statements for fiscal years beginning on or after 1 January 2008. The management has assessed the effect of these revised accounting standards and believes that they will not have any significant impact on the financial statements for the year in which they are initially applied. 
2.
CHANGE IN ACCOUNTING POLICY FOR RECORDING INVESTMENTS IN SUBSIDIARIES, JOINT VENTURES AND ASSOCIATED COMPANIES IN THE SEPARATE FINANCIAL STATEMENTS
During the first quarter of the current year, the Company changed its accounting policy for recording investments in subsidiaries, joint ventures and associated companies in the separate financial statements from the equity method to the cost method, in compliance with Accounting Standard No. 44 (Revised 2007) regarding “Consolidated Financial Statements and Separate Financial Statements”, under which investments in subsidiaries, jointly controlled entities and associates are to be presented in the separate financial statements under the cost method.
In this regard, the Company has restated the previous period’s separate financial statements as though the investments in the subsidiary, joint ventures and associated companies had originally been recorded using the cost method. The change has the effect to net income and earnings per share in the separate income statements for the three-month and nine-month periods ended 30 September as following. 
	
	Separate financial statements

	
	for the three-month period
	for the nine-month period

	Increase (decrease)
	2007
	2006
	2007
	2006

	Net income (Million Baht)
	(9)
	(7)
	(19)
	(8)

	Basic earnings per share (Baht per share)
	(0.01)
	(0.01)
	(0.01)
	-

	Diluted earnings per share (Baht per share)
	(0.01)
	(0.01)
	(0.01)
	-


The cumulative effect of the change in accounting policy has been presented under the heading of “Cumulative effect of the change in accounting policy for investments in subsidiary, joint ventures and associated companies” in the separate statements of changes in shareholders’ equity.
Such change in accounting policy affects only the accounts related to investments in subsidiaries, joint ventures, and associated companies in the Company’s separate financial statements, with no effect to the consolidated financial statements. 
3.
CASH AND CASH EQUIVALENTS
	
	
	(Unit: Thousand Baht)

	
	Consolidated financial statements
	Separate financial statements

	
	30 September 2007
	31 December 2006
	30 September 2007
	31 December 2006

	
	
	(Audited)
	
	(Audited)

	Cash on hand
	5,186
	5,818
	5,175
	5,806

	Current and saving deposits
	585,317
	288,706
	545,236
	153,541

	Unit trusts
	765,065
	409,430
	765,000
	409,431

	Bills of exchange
	-
	602,000
	-
	    602,000

	Total
	1,355,568
	1,305,954
	1,315,411
	1,170,778


4.
TRADE ACCOUNTS AND NOTES RECEIVABLE


The outstanding balances of trade accounts and notes receivable are aged, based on due date as follows:
	
	
	(Unit: Thousand Baht)

	
	Consolidated financial statements
	Separate financial statements

	
	30 September 2007
	31 December 2006
	30 September 2007
	31 December 2006

	
	
	(Audited)
	
	(Audited)

	Unrelated parties
	
	
	
	

	Current receivables
	1,148,945
	1,026,539
	1,148,636
	994,259

	Past due receivables 
	
	
	
	

	  Less than 4 months
	211,295
	422,380
	210,708
	400,823

	  5 -12 months
	185,293
	266,015
	185,286
	266,015

	  More than 12 months
	419,384
	366,334
	419,385
	366,142

	Total
	1,964,917
	2,081,268
	1,964,015
	2,027,239

	Less: Allowance for doubtful accounts
	(81,592)
	(223,557)
	(81,592)
	(223,557)

	
	1,883,325
	1,857,711
	1,882,423
	1,803,682

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	Related parties
	
	
	
	

	Current receivables
	1,744
	34,873
	7,766
	48,922

	Past due receivables 
	
	
	
	

	  Less than 4 months
	11,306
	314,749
	16,118
	335,741

	  5 –12 months
	44,342
	3,564
	44,644
	6,904

	  More than 12 months
	29,203
	29,203
	32,543
	29,203

	Total
	86,595
	382,389
	101,071
	420,770

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

	
	57,392
	353,186
	71,868
	391,567

	Accounts and notes receivable - net
	1,940,717
	2,210,897
	1,954,291
	2,195,249


The outstanding balances of trade accounts receivable from unrelated parties of which over due more than 12 months mostly is amount due from Kijpracha Tanee Co., Ltd (“Kijpracha”) of Baht 224 million and relates to the construction of Kijprach’s condominium project. The Company has completed the construction works and Kijpracha is in the process of selling the project and reorganize its organisation structure seeking for the fund to pay the receivable balance. The Company’s management has determined that the receivable amount will be recoverable in full. For the rest of the over 12 months past due balances, the Company’s management has evaluated the current status of receivables, and the likelihood of settlement of debt, of each receivable and found that the allowance for doubtful accounts is appropriately accounted.

5.
RELATED PARTY TRANSACTIONS


During the periods, the Company and its subsidiaries had significant business transactions with related parties which have been concluded at contract prices which can be comparable to the prices for unrelated parties. Below is a summary of those transactions.
	
	
	(Unit: Million Baht)

	
	For the three-month period ended 30 September


	
	Consolidated financial statements
	Separate financial statements

	
	2007
	2006
	2007
	2006

	Transactions with related companies
	
	
	
	

	   Construction and service income
	7
	369
	7
	369

	   Cost of construction
	10
	7
	10
	7

	Transactions with joint ventures
	
	
	
	

	   (eliminated on the consolidated financial statements)
	
	
	
	

	   Construction and service income
	3
	75
	8
	179

	Transactions with associated company
	
	
	
	

	   Other income
	4
	-
	4
	-

	Transactions with subsidiaries
	
	
	
	

	  (eliminated on the consolidated financial statements)
	
	
	
	

	   Construction and service income
	-
	-
	99
	49

	   Rental expenses
	-
	-
	4
	1

	   Interest expenses
	-
	-
	1
	-


	
	
	(Unit: Million Baht)

	
	For the nine-month period ended 30 September


	
	Consolidated financial statements
	Separate financial statements

	
	2007
	2006
	2007
	2006

	Transactions with related companies
	
	
	
	

	   Construction and service income
	80
	934
	80
	934

	   Cost of construction
	27
	17
	27
	17

	Transactions with joint ventures
	
	
	
	

	   (eliminated on the consolidated financial statements)
	
	
	
	

	   Construction and service income
	48
	122
	114
	290

	Transactions with associated company
	
	
	
	

	   Other income
	4
	3
	4
	3

	Transactions with subsidiaries
	
	
	
	

	  (eliminated on the consolidated financial statements)
	
	
	
	

	   Construction and service income
	-
	-
	419
	49

	   Rental expenses
	-
	-
	6
	4

	   Interest expenses
	-
	-
	1
	-



The outstanding balances with the related parties are as follows:
	
	
	
	
	(Unit: Thousand Baht)

	
	
	Consolidated financial statements
	Separate financial      statements

	
	Relationship
	30 September              2007
	31 December 2006
	30 September           2007
	31 December 2006

	
	
	
	(Audited)
	
	(Audited)

	ASSETS
	
	
	
	
	

	Trade accounts and notes receivable - related parties
	
	
	
	
	

	HTR Company Limited
	Subsidiary
	-
	-
	-
	107

	S.L. Joint Venture
	Subsidiary
	-
	-
	10,185
	        3,774

	S.A. Joint Venture
	Subsidiary
	-
	-
	4,296
	-

	Sino-Thai-A.S. Joint Venture
	Joint venture
	-
	25,144
	-
	59,867

	Taisei-Sino-Thai Joint Venture
	Joint venture
	11,876
	67,511
	11,876
	67,511

	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
	45,381
	260,178
	45,381
	260,178

	P.P. Coral Resort Company Limited
	Associated company
	5
	1
	-
	-

	Others
	
	19,108
	19,330
	19,108
	19,108

	Total
	
	86,595
	382,389
	101,071
	420,770

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

	Net
	
	57,392
	353,186
	71,868
	391,567

	Unbilled receivables
	
	
	
	
	

	S.L. Joint Venture
	Subsidiary
	-
	-
	242,377
	      32,195

	S.A. Joint Venture
	Subsidiary
	-
	-
	2,970
	-

	Sino-Thai-A.S. Joint Venture
	Joint venture
	117,582
	95,959
	279,957
	228,474

	Taisei-Sino-Thai Joint Venture
	Joint venture
	7,907
	68,169
	7,907
	68,169

	TNNS Joint Venture
	Joint venture
	23,659
	210,740
	23,659
	210,740

	Total
	
	149,148
	374,868
	556,870
	539,578

	Retention receivables
	
	
	
	
	

	S.L. Joint Venture
	Subsidiary
	-
	-
	40,147
	       18,631

	Sino-Thai-A.S. Joint Venture
	Joint venture
	2,470
	     8,068
	5,881
	       19,210

	Taisei-Sino-Thai Joint Venture 
	Joint venture
	-
	35,801
	-
	35,801

	TNNS Joint Venture
	Joint venture
	-
	12,272
	-
	12,272

	Total
	
	2,470
	56,141
	46,028
	85,914

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	Loans to related parties
	
	
	
	
	

	P.P. Coral Resort Company Limited
	Associated company
	75,626
	71,843
	-
	-

	Satthatham Construction Company Limited
	
	
	
	
	

	  (written off in 2007) 
	Former subsidiary
	-
	174,342
	-
	174,342

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

	Sino-Thai Tower
	Related party
	16,230
	17,958
	-
	-

	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
	
	182,313
	354,600
	90,457
	264,799

	Less: Allowance for doubtful accounts
	
	(90,457)
	(264,521)
	(90,457)
	(264,521)

	Net
	
	91,856
	90,079
	-
	278

	
	
	
	
	
	

	LIABILITIES
	
	
	
	
	

	Trade accounts and notes payable - related parties
	
	
	
	
	

	HTR Corporation Limited
	Subsidiary
	-
	-
	-
	1

	STP & I Plc.
	Common director
	383
	780
	383
	780

	STIT Co., Ltd.
	Common director
	6,310
	5,268
	6,310
	5,268

	Total
	
	6,693
	6,048
	6,693
	6,049

	Loan from related party
	
	
	
	
	

	HTR Corporation Limited
	Subsidiary
	-
	-
	100,000
	-

	
	
	
	
	
	

	Advances received from construction contracts
	
	
	
	
	

	S.L. Joint Venture
	Subsidiary
	-
	-
	342,071
	372,233

	S.A. Joint Venture
	Subsidiary
	-
	-
	218,376
	-

	Sino-Thai-A.S. Joint Venture
	Joint venture
	9,642
	11,371
	22,957
	27,074

	Taisei-Sino-Thai Joint Venture
	Joint venture
	-
	27,196
	-
	27,196

	TNNS Joint Venture
	Joint venture
	-
	19
	-
	19

	Total
	
	9,642
	38,586
	583,404
	426,522


During the period, significant movements of loans to / from related parties were as follow: 

	
	(Unit: Thousand Baht)

	                                                                                                                                                                    
	Consolidated financial statements

	
	
	Balance as at
	During the period
	Balance as at

	
	
	1 January 2007
	Increase
	Decrease
	30 September 2007

	Loans to related parties
	Relationship 
	
	
	
	

	P.P. Coral Resort Company Limited
	Associated company
	71,843
	3,783
	-
	75,626

	Sino-Thai Tower
	Related party
	    17,958
	-
	(1,728)
	16,230

	The Joint Venture of Tomen Enterprise (Bangkok)  Limited  / Sino-Thai Engineering and Construction Plc. / Totems Co., Ltd
	Joint Venture
	278
	-
	(278)
	-

	Total
	
	90,079
	3,783
	(2,006)
	91,856


	
	(Unit: Thousand Baht)

	
	Separate financial statements

	
	
	Balance as at
	During the period
	Balance as at

	
	
	1 January 2007
	Increase
	Decrease
	30 September 2007

	Loan from related party
	Relationship
	
	
	
	

	HTR Corporation Limited
	Subsidiary
	-
	138,000
	(38,000)
	100,000



Loan to P.P. Coral Resort Company Limited

This loan has been long outstanding. However, P.P. Coral Resort Company Limited is improving its operating and organisation structure. The Company’s management has considered that the loan will be recoverable in full.

Loan from HTR Corporation Limited

Loan from HTR Corporation Limited are promissory notes repayable at call issued by the Company. These loans carried interest at 4% per annum.

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 made with State Railway of Thailand (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. Subsequently, the Company and other joint contractors have jointly entered into an agreement with SRT, to extend the construction period for another 180 days, starting from 6 November 2007. The agreement causes SRT to pay the banks for the completed part of the construction work in November 2007 and the relevant tax obligations are due at the same time. Therefore, as of 30 September 2007, the Company presents the balances of accounts receivable and the relating taxes as other current assets and liabilities in the balance sheet.


SRT is liable for the interest incurred under the contracts in respect of the above arrangement. 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 September 2007, such interest amounted to Baht 501.2 million (31 December 2006: Baht 284.8 million).
7.
INVESTMENTS IN SUBSIDIARY, ASSOCIATED COMPANY AND JOINT VENTURE/ PROVISION FOR LOSS OF JOINT VENTURES

	
	(Unit: Thousand Baht)

	
	Consolidated financial statements
	Separate financial statements

	
	30 September 2007
	31 December 2006
	30 September 2007
	31 December 2006

	
	
	(Audited)
	
	(Audited)

	
	
	
	
	(Restated)

	Investments in subsidiaries
	-
	     -
	440,090
	440,090

	Investments in associated companies
	196,443
	196,385
	2,800
	2,800

	Investments in joint ventures
	-
	     -
	-
	-

	
	196,443
	196,385
	442,890
	442,890

	Provision for loss of subsidiary and joint ventures
	2,401
	2,401
	-
	-


	
	(Unit: Thousand Baht)

	
	Consolidated financial statements

	
	Cost
	Equity method

	
	30 September 2007
	31 December 2006
	30 September 2007
	31 December 2006

	
	
	(Audited)
	
	(Audited)

	Investments in associated companies
	
	
	
	

	DKK Sino-Thai Engineering Company Limited
	2,800
	2,800
	196,443
	196,385

	P.P. Coral Resort Company Limited
	68,001
	68,001
	-
	-

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

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

	
	
	
	-
	-

	Total
	
	
	196,443
	196,385

	Investments in joint ventures
	
	
	
	

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

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

	Less: Provision for impairment of investment
	
	
	(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.
	
	
	138
	138

	Total
	
	
	2,401
	2,401

	
	
	
	
	


	
	(Unit: Thousand Baht)

	
	Separate financial statements

	
	Cost method

	
	30 September 2007
	31 December 2006

	
	
	(Audited)      (Restated)

	Investments in subsidiaries
	
	

	HTR Corporation Limited
	440,090
	440,090

	Investments in associated companies
	
	

	DKK Sino-Thai Engineering Company Limited
	2,800
	2,800

	ACS Asia Company Limited
	5,000
	5,000

	Less: Provision for impairment of investment
	(5,000)
	(5,000)

	
	-
	-

	Total
	2,800
	2,800


Share of income or loss from the operating results of associated companies and joint ventures of the Company was determined based on the financial statements prepared by their managements and neither audited nor reviewed by their auditors. Most of joint ventures have no activity. Therefore, the Company believes that the value of the investments would not significantly differ if the financial statements had been audited or reviewed by auditors.

8.
LOANS TO OTHER COMPANY

	
	(Unit: Thousand Baht)

	
	                           Consolidated financial statements

	
	Balance as at
	During the period
	Balance as at

	
	1 January 2007
	Increase
	Decrease
	30 September 2007

	Kijpracha Tanee Co., Ltd
	85,259
	5,086
	(38,000)
	52,345


In April 2007, Kijpracha Tanee Co., Ltd (“Kijpracha”) made arrangements with the managements of                the Company and HTR Corporation Limited (“HTR”) regarding to its debts. In this regards, Kijpracha sold approximately of 28 rai of its land in Chonburi province to HTR for Baht 38 million, which could be comparable to the independent appraiser’s valuation, and used the proceeds from this sales to settle the loan. In addition, Kijpracha is in the process of increasing its registered share capital by Baht 52.5 million, which HTR will acquire the increased shares in the fourth quarter of 2007, and then Kijpracha will pay the remaining balance after receiving the proceeds from the share issue. 
9.
PROPERTY, PLANT AND EQUIPMENT

Movements of the property, plant and equipment accounts during the nine-month period ended 30 September 2007 are summarised below:
	
	(Unit: Thousand Baht)

	
	Consolidated financial statements
	Separate     financial statements

	Net book value as at 1 January 2007
	3,995,557
	3,683,473

	Acquisitions during period
	166,517
	165,971

	Depreciation for period
	(410,532)
	(399,408)

	Amortization of revaluation surplus
	(34,274)
	-

	Disposals during period - net book value
	(26,247)
	(10,967)

	Net book value as at 30 September 2007
	3,691,021
	3,439,069


In October 2006, the Federation of Accounting Professions issued Notification No. 25/2549 allowing entities which carry their property, plant and equipment at revalued amounts to calculate depreciation to be charged to the income statements based on the historical costs of the assets instead of on the revalued amounts. A subsidiary has decided to follow the notification. However, had the depreciation charge been calculated based on the revalued amounts, net income (loss) and earnings (loss) per share for the three-month and nine-month periods ended 30 September would have been presented as following:
	
	Consolidated financial statements

	
	for the three-month period
	for the nine-month period

	
	2007
	2006
	2007
	2006

	Net income (loss) (Million Baht)
	  33,371
	   1,920
	176,874
	(1,821,714)

	Basic earnings (loss) per share (Baht per share)
	    0.03
	-
	   0.15
	(1.55)

	Diluted earnings (loss) per share (Baht per share)
	    0.03
	-
	   0.15
	(1.55)


10.
PROVISION FOR LOSS ON CONSTRUCTION PROJECTS
Movements of provision for loss on construction projects during the nine-month period ended                   30 September 2007 are summarised below:
	
	(Unit: Thousand Baht)

	
	Consolidated financial statements / Separate financial statements

	Balance as at 1 January 2007
	721,244

	Less: Decrease in provision as project cost actually occurred in the period
	(318,985)

	Balance as at 30 September 2007
	402,259


11.
HIRE PURCHASE AND FINANCIAL LEASE PAYABLE

	
	(Unit: Thousand Baht)

	
	Consolidated financial statements / Separate financial statements

	
	30 September 2007
	31 December 2006

	Liabilities under hire purchase and financial lease agreements
	161,100
	255,435

	Less: Deferred interest expenses 
	(11,977)
	(22,088)

	Less: Portion due within one year 
	(109,449)
	(116,746)

	Liabilities under hire purchase and financial lease agreements            - net of current portion
	39,674
	116,601


Movements in the hire purchase and financial lease payable accounts during the nine-month period ended 30 September 2007 are summarized below:
	(Unit: Thousand Baht)

	
	Amount

	Balance as at 1 January 2007
	233,347

	Add: Agreements occurred in the current period
	3,678

	Less: Payments of hire purchase and financial lease payable 
	(87,902)

	Balance as at 30 September 2007
	149,123


12. DEBENTURES
	
	(Unit: Thousand Baht)

	
	Consolidated financial statements /     Separate financial statements

	
	30 September 2007
	30 December 2006

	Debentures
	187,500
	250,000

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

	Debentures – net of current portion
	62,500
	125,000


13. LONG TERM LOAN

	
	(Unit: Thousand Baht)

	
	Consolidated financial statements /     Separate financial statements

	
	30 September 2007
	30 December 2006

	Long term loan
	700,000
	400,000

	Less: Current portion 
	(500,000)
	(400,000)

	Long term loan – net of current portion
	200,000
	-




During the period, movements of long term loan were as follow: 

	
	(Unit: Thousand Baht)

	
	Consolidated financial statements / Separate financial statements

	
	Balance as at
	During the period
	Balance as at

	
	1 January 2007
	Increase
	Decrease
	30 September 2007

	Long term loan
	400,000
	300,000
	-
	700,000


During the second quarter of the current year, the Company and its bank have agreed to extend the repayment dates of Baht 400 million loan, which was previously presented the whole balance as a current portion. The first installment will be due in May 2008 on a monthly basis of Baht 100 million each. The Company will be able to repay all of the loan principal in August 2008. As of 30 September 2007, the loan is already presented based on this extension.   

In addition, in the second quarter of the current year the Company entered into an agreement with a local commercial bank granting a loan amounting to Baht 300 million, on which interest is charged at MLR% per annum. The loan is repayable in 3 installments annually of Baht 100 million each. The first installment will be due in June 2008. The Company will repay all of the principal in 2010.


Most loan agreements contain certain covenants and restrictions imposed by providing guarantees to loans or aval to promissory notes of any other persons or other companies, merger or consolidation with any other companies, and the maintenance of certain financial ratios. 
14. ISSUED AND FULLY PAID UP SHARE CAPITAL

The Company’s paid-up share capital increased from exercises of warrants in the current period as follows.
	
	Number of ordinary shares

	The exercises of warrants
	STEC-W
	STEC-W2

	March 2007
	513,940
	-

	May 2007
	1,049,690
	-

	Total
	1,563,630
	-


15. REVALUATION SURPLUS
	
	(Unit: Thousand Baht)

	
	Consolidated financial statements
	Separate      financial statements

	
	
	(Restated)

	Balance as at 1 January 2007
	569,579
	445,632

	Share of amortization of revaluation surplus of subsidiary
	(27,728)
	-

	Disposal of assets previously revalued     
	(2,825)
	-

	Balance as at 30 September 2007
	539,026
	445,632



The revaluation surplus can neither be offset against retained deficit nor used for dividend payment.

16.
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 shares : warrants)
	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

	Remaining warrants as at 30 September 2007 (units) *
	-
	163,548,461

	*
STEC-W expired and could not be used since 31 May 2007  


17.
GAIN ON SALES OF LONG-TERM INVESTMENTS

During the second quarter of the current year, the Company sold investment of Peroxy Thai Limited in amount Baht 36.0 million which net book value of this investment was Baht 4.0 million.
18. INCOME FROM SETTLEMENT OF DOUBTFUL DEBT 

During the third quarter of the current year, the Company entered into a composition agreement with a local company, whereby payment of Baht 45.2 million was requested in settlement of long outstanding receivables totaling Baht 89.2 million, and such amount was received in the same quarter. The Company had previously set aside full allowance for bad debt for this receivable and as a result of the composition agreement, the Company therefore recorded Baht 40.7 million of the amount received as income from settlement of doubtful debt. The rest, which is compensations for legal expenses, was recorded as other income. 

19.
CORPORATE INCOME TAX


The Company has no corporate income tax payable in current period since the tax losses brought forward from the previous year exceed the net income.

20. EARNINGS PER SHARE
Basic earnings (loss) per share are calculated by dividing the net income (loss) for the period by the weighted average number of ordinary shares in issue during the period.

Diluted earnings (loss) per share is calculated by dividing net income (loss) for the period by the sum of the weighted average number of ordinary shares in issue during the period and the weighted average number of ordinary shares which would need to be issued to convert all dilutive potential ordinary shares into ordinary shares. The calculation assumes that the conversion took place either at the beginning of the period or on the date the potential ordinary shares were issued.
	
	Consolidated financial statements

	
	
	Weighted average
	

	
	
	number of existing and
	

	
	Net income
	potential ordinary shares
	Earnings per share

	
	2007
	2006
	2007
	2006
	2007
	2006

	
	 Thousand Baht
	 Thousand Baht
	Million  Shares
	Million    Shares
	Baht
	Baht

	For the three-month period ended 

30 September 2007 and 2006
	
	
	
	
	
	

	   Basic earnings per share
	
	
	
	
	
	

	      Net income
	42,715
	11,264
	1,186
	1,185
	0.04
	0.01

	   Effect of dilutive securities
	
	
	
	
	
	

	      Warrants
	-
	-
	-
	1
	
	

	   Diluted earnings per share
	
	
	
	
	
	

	      Net income of ordinary shareholders
	
	
	
	
	
	

	      assuming the conversion of dilutive
	
	
	
	
	
	

	      securities
	42,715
	11,264
	1,186
	1,186
	0.04
	0.01

	Warrants outstanding (unit).
	
	
	
	
	
	

	   30 September 2007
	163,548,461
	
	
	
	
	

	   30 September 2006
	165,359,211
	
	
	
	
	


	
	Separate financial statements

	
	
	Weighted average
	

	
	
	number of existing and
	

	
	Net income
	potential ordinary shares
	Earnings per share

	
	2007
	2006
	2007
	2006
	2007
	2006

	
	 Thousand Baht
	 Thousand Baht
	Million  Shares
	Million  Shares
	Baht
	Baht

	
	
	(restated)
	
	
	
	(restated)

	For the three-month period ended 

30 September 2007 and 2006
	
	
	
	
	
	

	   Basic earnings per share
	
	
	
	
	
	

	      Net income
	33,486
	4,107
	1,186
	1,185
	0.03
	-

	   Effect of dilutive securities
	
	
	
	
	
	

	      Warrants
	-
	-
	-
	1
	
	

	   Diluted earnings per share
	
	
	
	
	
	

	      Net income of ordinary shareholders
	
	
	
	
	
	

	      assuming the conversion of dilutive
	
	
	
	
	
	

	      securities
	33,486
	4,107
	1,186
	1,186
	0.03
	-

	Warrants outstanding (unit).
	
	
	
	
	
	

	   30 September 2007
	163,548,461
	
	
	
	
	

	   30 September 2006
	165,359,211
	
	
	
	
	


	
	Consolidated financial statements

	
	
	Weighted average
	

	
	
	number of existing and
	

	
	Net income (loss)
	potential ordinary shares
	Earnings (loss) per share

	
	2007
	2006
	2007
	2006
	2007
	2006

	
	 Thousand Baht
	 Thousand Baht
	Million  Shares
	Million    Shares
	Baht
	Baht

	For the nine-month period ended 

30 September 2007 and 2006
	
	
	
	
	
	

	   Basic earnings (loss) per share
	
	
	
	
	
	

	      Net income (loss)
	204,602
	(1,793,896)
	1,185
	1,175
	0.17
	(1.53)

	   Effect of dilutive securities
	
	
	
	
	
	

	      Warrants
	-
	-
	1
	2
	
	

	   Diluted earnings (loss) per share
	
	
	
	
	
	

	      Net income (loss) of ordinary shareholders
	
	
	
	
	
	

	      assuming the conversion of dilutive
	
	
	
	
	
	

	      securities
	204,602
	(1,793,896)
	1,186
	1,177
	0.17
	(1.53)

	Warrants outstanding (unit).
	
	
	
	
	
	

	   30 September 2007
	163,548,461
	
	
	
	
	

	   30 September 2006
	165,359,211
	
	
	
	
	

	
	


	
	Separate financial statements

	
	
	Weighted average
	

	
	
	number of existing and
	

	
	Net income (loss)
	potential ordinary shares
	Earnings (loss) per share

	
	2007
	2006
	2007
	2006
	2007
	2006

	
	 Thousand Baht
	 Thousand Baht
	Million  Shares
	Million    Shares
	Baht
	Baht

	
	
	(restated)
	
	
	
	(restated)

	For the nine-month period ended 

30 September 2007 and 2006
	
	
	
	
	
	

	   Basic earnings (loss) per share
	
	
	
	
	
	

	      Net income (loss)
	186,083
	(1,802,339)
	1,185
	1,175
	0.16
	(1.53)

	   Effect of dilutive securities
	
	
	
	
	
	

	      Warrants
	-
	-
	1
	2
	
	

	   Diluted earnings (loss) per share
	
	
	
	
	
	

	      Net income (loss) of ordinary shareholders
	
	
	
	
	
	

	      assuming the conversion of dilutive
	
	
	
	
	
	

	      securities
	186,083
	(1,802,339)
	1,186
	1,177
	0.16
	(1.53)

	Warrants outstanding (unit).
	
	
	
	
	
	

	   30 September 2007
	163,548,461
	
	
	
	
	

	   30 September 2006
	165,359,211
	
	
	
	
	


There is no calculation of diluted loss per share for the three-month and nine-month period ended 30 September 2006 as such calculation would decrease loss per share.
STEC-W2 warrants are excluded from the potential ordinary shares for calculation of earnings per share for the nine-month period ended 30 September 2007, since their exercise price is in excess of the fair value of the ordinary shares.
21.
CONTRACTS IN PROGRESS

As at 30 September 2007, the Company had aggregate amount of construction cost incurred and recognised profits or losses to date for contracts in progress of approximately Baht 35,073 million and had gross amounts due from customers for contracts in progress of approximately Baht 5,026 million.

22.
FINANCIAL INFORMATION BY SEGMENT


The operations of the Company and its 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 nine-month periods ended 30 September is as follow:-

	
	(Unit: Million Baht)

	
	Construction
	Office building rental 
	

	
	contracting
	and property development
	Total

	
	2007
	2006
	2007
	2006
	2007
	2006

	For the three-month
	
	
	
	
	
	

	Construction and service income
	4,350
	4,271
	15
	12
	4,365
	4,283

	Intersegment revenues
	(99)
	(153)
	(2)
	(1)
	(101)
	(154)

	Total revenues
	4,251
	4,118
	13
	11
	4,264
	4,129

	Segment income (loss)
	(12)
	17
	3
	2
	(9)
	19

	Unallocated income (expenses)
	
	
	
	
	
	

	   Interest income
	
	
	
	
	9
	18

	   Other income
	
	
	
	
	67
	7

	   Share of income from investment in associated company
	
	
	
	
	2
	-

	   Interest expenses
	
	
	
	
	(21)
	(30)

	   Corporate income tax
	
	
	
	
	(3)
	(3)

	   Minority interest
	
	
	
	
	(2)
	-

	Net income (loss)
	
	
	
	
	43
	11


	
	(Unit: Million Baht)

	
	Construction
	Office building rental 
	

	
	contracting
	and property development
	Total

	
	2007
	2006
	2007
	2006
	2007
	2006

	For the nine-month
	
	
	
	
	
	

	Construction and service income
	13,911
	10,947
	43
	36
	13,954
	10,983

	Intersegment revenues
	(478)
	(218)
	(6)
	(4)
	(484)
	(222)

	Total revenues
	13,433
	10,729
	37
	32
	13,470
	10,761

	Segment income (loss)
	121
	(1,802)
	6
	5
	127
	(1,797)

	Unallocated income (expenses)
	
	
	
	
	
	

	   Interest income
	
	
	
	
	29
	50

	   Other income
	
	
	
	
	126
	34

	   Share of income from investment in associated company
	
	
	
	
	8
	3

	   Interest expenses
	
	
	
	
	(72)
	(77)

	   Corporate income tax
	
	
	
	
	(9)
	(7)

	   Minority interest
	
	
	
	
	(4)
	-

	Net income (loss)
	
	
	
	
	205
	(1,794)

	As at 30 September
	
	
	
	
	
	

	Property, plant and equipment
	3,439
	3,685
	252
	327
	3,691
	4,012

	Other assets
	11,389
	11,787
	348
	316
	11,737
	12,103

	Total assets
	14,828
	15,472
	600
	643
	15,428
	16,115


23. CREDIT FACILITIES


The credit facilities of the Company and its subsidiaries, as at 30 September 2007, granted by financial institutions have been secured by the guarantees and mortgages/pledges of the assets listed below:

23.1
Fixed deposits, as at 30 September 2007, of Baht 53.1 million.

23.2
9.3 million shares of HTR Corporation Limited.

23.3
Most of the Company’s land, with net book value as of 30 September 2007 of Baht 716.7 million.

23.4
Pledge of office condominiums with net book value as of 30 September 2007 of Baht 1.30 million.

23.5
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 September 2007, the balance of the accounts receivable under the right transfer agreement was Baht 36.5 million.

23.6
A subsidiary’s investments in 562,500 ordinary shares of P.P. Coral Resort Company Limited, an associated company, in order to secure loan facility of P.P Coral Resort Company Limited.
24.
COMMITMENTS AND CONTINGENT LIABILITIES


As at 30 September 2007, the Company and its subsidiaries had the following commitments and contingent liabilities:
24.1
Letters of guarantee totaling Baht 10,526 million (31 December 2006: Baht 11,209 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.


24.2
The Company has been sued for compensation totaling approximately Baht 97 million. The cases are still being considered by courts. 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.


24.3
During the year 2007, P.P. Coral Resort Co., Ltd., an associated company, received a summons that it has been sued by a bank totaling of Baht 328 million. HTR Corporation Ltd., a subsidiary, has also been sued as a party who pledges the ordinary shares of that associate, as mentioned in Note 23.6 to financial statements. The subsidiary’s management believes that this matter will not cause significant loss.

24.4
On 15 October 2007, at the meeting of the Board of Director of HTR Corporation Limited, it has resolved to acquire the increasing share capital of Kijpracha Tanee Co., Ltd. of 5,250,000 ordinary shares of Baht 10 each, totaling of Baht 52.5 million.
25.
FINANCIAL INSTRUMENTS

A summary of foreign-currency assets and liabilities as at 30 September 2007 is set out below.
	Currency
	Assets 
	Liabilities

	JPY
	-
	158,000,000

	USD
	46,140
	12,030,760

	EURO
	37,800
	-


A summary of forward exchange contracts to hedge currency risk as at 30 September 2007 is set out below:

25.1 
In July 2006, the Company entered into a forward exchange contract to hedge currency risk of JPY denominated payable, as detailed below. 
	Period no.
	Amount (Million JPY)
	Settlement date 

	1
	80
	31 March 2008

	2
	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 0.4100 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.


During the current period, average of the yen traded below 0.3145 Baht/JPY, so the Company recorded all amount using 0.3950 Baht/JPY according to the contract.

25.2
In August 2006, the Company entered into forward exchange contracts to hedge currency risk of USD of cash receipt under construction contract from an overseas company which is a consortium, as detailed below. 
	Contract no.
	Amount (Million USD)
	The contractual exchange rate (Baht/USD)
	Settlement date

	1
	6
	37.9000
	24 December 2008

	2
	6
	37.8200
	24 December 2008


26.
APPROVAL OF INTERIM FINANCIAL STATEMENTS

These interim financial statements were authorized for issued by the Audit Committee on 13 November 2007.
-  23  -


