SINGHA PARATECH PUBLIC COMPANY LIMITED

NOTES TO INTERIM FINANCIAL STATEMENTS

FOR EACH OF THE THREE-MONTH PERIODS ENDED MARCH 31, 2008 AND 2007 (REVIEWED)

AND AS AT DECEMBER 31, 2007 (AUDITED)
1. GENERAL INFORMATION
Singha Paratech Public Company Limited was registered under the Civil and Commercial Code on November 14, 1994 and changed the Company’s status to a public company on October 8, 2003, registered No. 0107546000334 to operate the business primarily related to wood floor–paving materials.  The Company has been domiciled in Thailand and is located at 132 Moo 4 Tumbon Banmoh, Promburi, Singburi.

2. BASIS OF INTERIM FINANCIAL STATEMENT PRESENTATION 

The Company’s Interim financial statements were prepared in accordance with the generally accepted accounting principles of Thailand and presented in the condensed form as determined in the accounting standard No.41 on “The Interim Financial Statement” and included additional transactions in the primary financial statements, i.e. balance sheets, statements of income, changes in shareholders’ equity and cash flow statements and shown in the format determined in the announcement of the Department Of Commercial Registration on the subject of condensed transactions which are required in the financial statements (B.E. 2544) in order to comply with the announcement of the Securities and Exchange Commission and also the regulations of the Stock Exchange of Thailand.
3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES      


The accompanying interim financial statements have been prepared in accordance with generally accepted accounting principles.  Significant accounting policies that have been applied to the preparation of the interim financial statements for the three-month period ended March 31, 2008 are similar to those have been applied to the financial statements for the year ended December 31, 2007.

4. TRANSACTIONS WITH RELATED COMPANIES

Part of the Company’s accounting transactions resulted from transactions with its related companies. These companies are related through common shareholdings and/or directorships. The significant accounting transactions with its related companies as included in the financial statements are determined at prices in line with those occurring in the normal course of business based on the market price in general or the price as stipulated in the agreement if no market price exists.

The Company’s significant accounting transactions with its related companies as at March 31, 2008 and December 31, 2007, are as follows:

	
	Thousand Baht

	
	2008
	
	2007

	Trade accounts receivable on paying agreement
	1,075
	
	2,495

	Accrued expenses
	2
	
	154


The Company’s significant accounting transactions with its related companies for each of the three-month periods ended March 31, 2008 and 2007, are as follows:

	
	Thousand Baht

	
	2008
	
	2007

	Expenses
	41
	
	31


5. TRADE ACCOUNTS RECEIVABLE

As at March 31, 2008 and December 31, 2007, the Company had outstanding balances of trade accounts receivable aged by number of months as follows:
	
	Baht

	
	2008
	2007

	
	Other Company
	Related Parties
	Total
	Other Company
	Related Parties
	Total

	Undue
	  421,244
	-
	  421,244
	608,897
	-
	608,897

	Over due
	
	
	
	
	
	

	Less than or up to 3 months
	283,721
	-
	283,721
	223,639
	-
	223,639

	Over 3 up to 6 months
	  172,639
	-
	  172,639
	59,661
	-
	59,661

	Over 6 up to 12 months
	   13,615
	-
	   13,615
	7,340
	-
	7,340

	Over 12 months
	16,702
	-
	16,702
	14,103
	-
	14,103

	Total
	907,921
	-
	907,921
	913,640
	-
	913,640

	Less Allowance for doubtful accounts                                                                                                                                                                 
	(17,140)
	-
	(17,140)
	(21,476)
	-
	(21,476)

	Trade Accounts Receivable-Net
	890,781
	-
	890,781
	892,164
	-
	892,164

	Undue consist of
	
	
	
	
	
	

	Credit term less than 3 months
	   99,311
	-
	   99,311
	81,507
	-
	81,507

	Credit term              4 months
	   17,517
	-
	   17,517
	61,513
	-
	61,513

	Credit term              5 months
	   38,354
	-
	   38,354
	114,666
	-
	114,666

	Credit term              6 months
	266,062
	-
	266,062
	351,211
	-
	351,211

	Total
	421,244
	-
	421,244
	608,897
	-
	608,897


6. TRADE ACCOUNTS RECEIVABLE ON PAYING AGREEMENT
As at March 31, 2008 and December 31, 2007, the Company had outstanding balances of  trade accounts receivable on paying agreement totaling amount  Baht 10.53 million and Baht  16.15   million respectively, maturity in August 2008 without collateral.
7. PLEDGED ASSETS

The Company pledged partial of land included construction and machinery as well as the benefits from insurance of construction, machinery, inventories, and furniture against bank overdrafts, loans from banks, and any other liabilities to local commercial banks, with the fully personal guarantee of the directors in note 9 and 10.

8. FIXED DEPOSIT USED AS COLLATERAL

As at March 31, 2008 and December 31, 2007, the Company had outstanding balance of fixed deposit amount Baht 1.0 million, pledged as collateral for forward contract credit line to a local commercial bank in note 18
9. FACILITIES FROM FINANCIAL INSTITUTIONS
- Credit facilities from financial institutions in packing credit the amount of USD 1 million with interest rate of LIBOR+2.25% per annum.

- Credit facilities from financial institutions in letter of credit, trust receipts and packing credit the amount of Baht 60 million with interest rate of MLR per annum.

- Credit facilities from financial institutions in letter of credit and trust receipts the amount of Baht 100 million with interest rate of SIBOR+2% per annum.

- Credit facilities from financial institutions in bank overdrafts, letter of credit, trust receipts, packing credit and short term loan the amount of Baht 610 million with interest rate of MOR per annum for bank overdrafts, the interest rate of MLR –1.75% per annum for short-term loans and the interest rate of LIBOR/SIBOR+2% per annum for short-term foreign currency loans.

- Credit facilities from financial institutions in letter of credit, trust receipts and packing credit the amount of Baht 200 million with interest rate of MLR–2% per annum.

- Credit facilities from financial institutions in bank overdrafts and short term loan the amount of Baht 200 million with interest rate of MOR-0.50% per annum for bank overdrafts and the interest rate of MLR–1.50% per annum for short-term loan.

- Credit facilities from financial institutions in bank overdrafts, letter of credit, trust receipts and short term loan the amount of Baht 160 million at the interest rate of MOR per annum for bank overdrafts, the interest rate of MMR per annum for short-term loans and the interest rate of LIBOR+2% per annum for short-term foreign currency loans.

- Credit facilities from financial institutions in temporary letter of credit, trust receipts for import machinery the amount of Baht 35 million with interest rate of MLR-1.75% per annum and available to convert into long term loan when machinery has pledged as collateral.

Part of the Company’s land building and construction machinery and equipment were pledged as collateral for loans from financial institutions with the partial personal guarantee of the directors.

10. OTHER LONG–TERM LOANS

Other Long–term loans as at March 31, 2008 and December 31, 2007 consisted of:

	
	Thousand Baht

	
	2008
	
	2007

	Loans from financial institutions
	         413,045
	
	222,896

	Less Current portion of long-term loans
	 161,405 
	
	76,213

	Long–term Loans – Net
	 251,640 
	
	146,683


Loans from financial institutions

-
Regarding the loan from financial institution of Baht 145 million, the principal and interest payment are payable monthly at the minimum amount of Baht 2.1 million from October 2002, at the interest rate of MLR–1.75% per annum for the first 5 years and at the interest rate of MLR per annum until the repayment is complete.  The Company’s partial land and construction, machinery and equipment were pledged as collateral for loans from financial institutions.

-
Regarding the loan from financial institution of Baht 100 million, the principal and interest payment are payable monthly at Baht 1.2 million from August 2005, at the interest rate of MLR-2.00% per annum and the repayment will be completed by July 2012.  The Company’s partial building and construction, machinery and equipment as well as the benefits from insurance were pledged as collateral for loans from financial institutions.

-   Regarding the loan from financial institution of Baht 150 million, the payment is payable in 4 years with the principal and interest payment are payable monthly at the minimum amount of Baht 3.125 million from October 2007, at the interest rate of MLR-0.50% per annum and the repayment will be completed in September 2011.  The Company’s partial machinery and equipment, personal grantees of  directors were pledged as collateral for loans from financial institutions.

-   Regarding the loan from a foreign financial institution in facilities USD 6.6 million, the principal and Interest 
        payment are payable in advance for 6 months. Facility A  at the interest rate of 15% per annum. Facility B  

                      at the interest rate of 10% per annum, by having securities and condition as follow.

- Deposited the sum of USD 0.28 million into the Escrow Account on a monthly basis until the date on which 
                       the Secured Liabilities have been repaid in full.

- A part of director’s share certificate presented for collateral and the lender and the shareholder agree that all or part of the amount outstanding under the Facility B loan may be converted into the Shares.

-  The ratio of Debt to Equity shall at any time at 2 : 1 

-  The ratio of Security to Loan shall at any time at 6 : 10

11. Liabilities under financial lease

Liabilities under financial lease as at March 31, 2008 and December 31, 2007 consisted of :

	
	Thousand Baht

	
	2008
	
	2007

	Liabilities under financial lease (Net from deferred interest)
	             3,464
	
	4,071

	Less Current portion of long-term loans
	     1,516 
	
	1,739

	Long–term Loans – Net
	     1,948 
	
	2,332

	Deferred interest
	393
	
	492


· The company made 7 vehicles financial lease contract shall be paid in 48 – 60 months amounting Baht 211,883 a month. 
12. LEGAL RESERVE

According to the Public Company Limited Act B.E. 2535, the Company is required to set aside a statutory reserve of at least 5 percent of its net profit until the reserve reaches 10 percent of the registered share capital. The statutory reserve can not be used for dividend payment.
13. SHARE CAPITAL

At the Board of Directors Meeting held on October 17, 2006 and the Extraordinary General Meeting of Shareholders held on November 21, 2006, have passed the following resolutions:

1. A resolution was passed authorizing the increase in share capital of the Company from Baht 320 million to Baht 576 million, by issuing 256 million shares of new common shares at the price of Baht 1 per share.

The Company allocated the increment in share capital as follow:

· Amount of 128 million shares for offering to the existing shareholders at the ratio of 5 ordinary shares to 2 ordinary shares at the price of Baht 2.50 per share.

· Amount of 112 million shares for issuance and offering of warrants to the existing shareholders.

· Amount of 16 million shares for issuance and offering of warrants to the directors and employees.

For the increment in share capital, a resolution was passed authorizing the Board of Directors to consider all of the details concerning offering price, offering period, and to consider the method to manage the remaining shares. 

2. Approved the issuance of warrants to existing shareholders, directors, and employees. The preliminary details of the warrants are as described below:

2.1 The preliminary details of the issuance warrants to existing share holders.

Type of Securities
:
Warrants to purchase ordinary shares of Singha Paratech Public Company Limited.

Type of Warrants
: 
Specified warrant's holder and transferable.

Term of Warrants
: 
7 years from the issuing date of warrants.

Number of Warrants
: 
112,000,000 units.

Offering price
: 
0 Baht per unit.

Ratio
: 
At the ratio of 4 ordinary shares to 1 unit of warrant.

Exercise Ratio
: 
1 unit of warrant to 1 ordinary share.

Exercise Price
: 
6 Baht per 1 ordinary share.

Exercise Period
:
Warrant holders can exercise right on last working date of May and November each year throughout the term of the warrants.  However, the directors of the Company have the right to schedule the first and last exercise dates as they seem appropriate after having received the approval from the Office of the Securities and Exchange Commission.

                                As at November 29, 2007 , the Company having received the approval from the Office of the Securities 

                                and Exchange Commission. Schedule date as follow.

                                            Share holders registration closed date :   December 4, 2007.
                                            Release date 


           :   December 4, 2007.
                                            First exercise date                                 :   May 30, 2008.
                                            Last exercise date                                 :   November 28, 2014.
2.2 The preliminary details of the issuance warrants to directors and employees.

Type of Securities
:
Warrants to purchase ordinary shares of Singha Paratech Public Company Limited for allotting to directors and   employees.

Type of Warrants
: 
Specified warrant's holder and non transferable except heritage transfer.

Term of Warrants
: 
5 years from the issuing date of warrants.

Number of Warrants
: 
16,000,000 units.

Offering price
:
0 Baht per unit.

Exercise Ratio
: 
1 unit of warrant to 1 ordinary share.

Exercise Price
: 
1 Baht per 1 ordinary share.

Exercise Period
:  
Warrant holders can exercise right on last working date of January each year throughout the term of the warrants but not exceed 20 percent of the warrants, if not exercise right in which year, the right will be carried forward to the next year.  However, the directors of the Company have the right to schedule the first and last exercise dates as they seem appropriate after having received the approval from the Office of the Securities and Exchange Commission.

                                As at November 29, 2007 , the Company having received the approval from the Office of the Securities 

                                and Exchange Commission. Schedule date as follow.

                                            Release date 


           :   January 30, 2008.

                                            First exercise date                                 :   January 30, 2009.

                                            Last exercise date                                 :   January 29, 2013.

On November 28, 2006, the Company has registered the increment of its authorized share capital from Baht 320 million to Baht 576 million by issuing the new 256 million common shares at Baht 1 par value. That received in 2006 totaling 108,107,283 shares amounting Baht 270,268,207.50 
The Meeting of Board of Directors held on August 14, 2007, a resolution was pass authorizing offering the remaining shares amount of 14,713,225 shares at the price of Baht 2.50 per share amounting Baht 36.8 million that received all of money on 11 October 2007 and registered the fully – paid up capital to Baht 448 million with the Ministry of commerce on 17 October 2007

In 2007 totaling 19,892,717 shares amounting Baht 49,731,792.50 as at December 31, 2007 totaling 128,000,000 shares amounting Baht 320,000,000.00 
14. BASIC EARNINGS PER SHARE

Basic earnings (loss) per share is calculated by dividing net profit (loss) by the number of weighted-average shares.


For the three-month periods ended March 31, 2007

	Profit for the period

Number of weighted-average shares
	=
	10,050,961.34

428,251,807
	=
	  0.02 Baht/share


Number of weighted – average shares

        January 1, 2007 – January 4, 2007      = 320,000,000 share x 4/90days       =      14,222,222 shares

        January 5, 2007 – March 31, 2007      = 433,286,775 share x 86/90days     =    414,029,585 shares

Total
                                                                                                  =  428,251,807 shares
15. LICENSE AGREEMENT

On December 10, 2003, the Company entered into a license agreement with an overseas company.  The Company shall pay a license fee for the manufactures and sales of the product in the amount of EURO 75,000.  Moreover, the Company shall pay royalties with respect to sales of the product in the amount of EURO 0.60 per square meter of an invoiced product.
16. COMMITMENT AND CONTINGENT LIABILITIES 

As at March 31, 2008 the Company had commitment in respect of letter of guarantee issued by bank and other as follows:

	
	Million Baht

	Letter of guarantee
	12.07

	Used letter of credit
	41.11

	Commitment for payment under construction agreement
	11.84



	Commitment for payment under other agreement
	0.54


Moreover the Company had commitment for payment under license agreement in note 15.
17. SEGMENT INFORMATION

The Company operated the business primarily related to wood floor–paving materials by engaging in both domestic and export sales. Base on the types of the activities, the operating income for each of the three-month periods ended For March 31, 2008 and 2007 classified as follows:

For the three-month period ended March 31, 2008
	
	Thousand Baht

	
	Domestic sales
	Export sales
	Other income
	Total

	Net sales                                                                     
	4,531
	156,962
	16,318
	177,811

	Net profit before interest expenses                          
	(482)
	(16,682)
	16,318
	  (846)  

	Interest expenses
	
	
	
	 20,467

	Net profit                                                                                                                                                
	
	
	
	(21,313)

	Fixed assets as at March 31, 2008                                                                                                            
	
	
	
	948,147

	Total assets as at March 31, 2008                                                                                                                  
	
	
	
	2,633,375


For the three-month period ended March 31, 2007
	
	Thousand Baht

	
	Domestic sales
	Export sales
	Other income
	Total

	Net sales                                                                     
	7,776
	167,288
	5,839
	180,903

	Net profit before interest expenses                          
	   876
	  18,845
	5,839
	25,560

	Interest expenses
	
	
	
	15,122

	Income tax
	
	
	
	     387

	Net profit                                                                                                                                                
	
	
	
	10,051

	Fixed assets as at March 31, 2007                                                                                                            
	
	
	
	582,218

	Total assets as at March 31, 2007                                                                                                                  
	
	
	
	2,134,397


18. DISCLOSURE OF FINANCIAL INSTRUMENTS 

Accounting Policies 

The detail of significant accounting policies and methods used, classification of financial assets and financial liabilities including valuation, basis of recognition of income and expenses are disclosed in Note 3.

Financial risk management policies  

The Company is exposed to the fluctuations in interest rate and foreign exchange rates in the market and the risks from default of the agreement by counterparties.  The Company has the risk management policies as follows:

Interest Rate Risk

Interest rate risk is the fluctuation of the market interest rate in future which will affect to the Company’s operation and cash flows.  The Company has the interest rate risk from cash and deposits at bank and loan because the interest rate of financial assets and financial liabilities are fluctuated based on the market rate. In addition, the Company has not engaged in any hedging contract.

Foreign Currency Risk    

The Company’s exchange rate risk primarily involves the purchases and sales of goods in foreign currencies.  As at  March 31, 2008 and December 31, 2007, the Company had assets and liabilities in foreign currencies, without hedging as follows:








(Unit : Million )

	
	2008
	
	2007

	Currencies
	Assets
	
	Liabilities 
	
	Assets
	
	Liabilities

	US Dollars                                                                               
	0.52
	
	9.52
	
	0.46
	
	1.15

	EURO
	3.91
	
	1.11
	
	3.71
	
	0.83

	Singapore Dollars                                                                        
	-
	
	0.26
	
	-
	
	0.18


As at March 31, 2008 and December 31, 2007, the Company had forward contract agreements in the amount of USD 2 million and Baht 385 million by having fixed deposit as collateral.

Credit Risk – Trade Accounts Receivable 

The Company has a policy on hedging credit risk from trade accounts receivable by forming conservative credit policy and determining that the receipt from sales of goods be made through L/C and customers make partial advance payment for goods.  Therefore, the Company expects that the loss from collection of those trade accounts receivable should not exceed the provision for doubtful accounts.

Fair Value 

The most of the financial assets are trade accounts receivable which is short-term credit and financial liabilities, the most of financial liabilities are trade accounts payable and  loans which its interest rate is close to market rate, the carrying amount of financial assets and financial liabilities are not significantly from their fair value.
19. PROMOTIONAL PRIVILEGES 

The Company has been granted the rights and privileges by virtue of the investment promotion certificate under the Investment Promotion Act. B.E. 2520 as follows :

	The promotion for manufacturing of
	
	Production of finished parquet
	Production of housing equipment or parts

	Promotion certificate No.
	
	1677(2)/2547
	1404(2)/2550

	Date of promotion certificate
	
	20 August 2004
	25 April 2007

	Date of generate income
	
	29 July 2005
	unused

	Important rights and privileges which are granted :
	
	
	

	1. Exemption from corporate income tax on net income from promotion commencing from the operation generate revenue date.
	
	8 years
	8 years

	2. Exemption from income tax on  dividends from promotion business which was exemption from Income  Tax as 1, throughout a period of promotion engagement.
	
	8 years
	8 years

	3 Allowance of deduction the  5 % of increment of export income from the operation generate revenue date
	
	-
	-

	4 Allowance of deduction of public utility services (electricity – water supplies, transportation expenses) 2 times of the annual expenses
	
	-
	-

	5 Allowance of additional depreciation 0.25 times of the normal depreciation from promotion operating assets.
	
	Up to the useful life of assets
	Up to the useful life of assets

	6 Allowance of deduction the corporate income tax from promotion net profit at 50 % of normal rate after the exemption for corporate income tax ended.
	
	-
	-

	7 Exemption for import duty on raw material, supplies and appliances which import from foreign for re-export, starting from the date of importing.
	
	5 years
	5 years


Apart from the rights and privileges stated above, the Company must strictly comply with conditions stated in the investment promotion certificate.

20. SUBSEQUENT EVENTS
The Ordinary General Meeting of Shareholders held on April 23, 2008, a resolution was pass authorizing the payment of dividend at the rate of  Baht  0.02 per share, in the total amount of Baht  8.96 million.
21. RECLASSIFICATION OF ACCOUNTING ITEMS
Items in cash flows for the three months ended 31 March 2007 classified so that make possible for comparison with those in cash flows for three months ended 31 March 2008, cash flows were prepared in accordance with accounting standard No. 25 (revise 2007) on “Cash Flows” by practice with the financial statement for the period beginning on or after January 1, 2008.
Items in the related statements of income for the three months ended 31 March 2007 classified so that make possible for comparison with those in the related statements of income for three months ended 31 March 2008, statements of income were prepared in accordance with accounting standard No. 35 (revise 2007) on “Presentation of Financial Statements” by practice with the financial statement for the period beginning on or after January 1, 2008.

22. APPROVAL OF FINANCIAL STATEMENTS

These financial statements were approved for issue by the authorized directors on May 15, 2008.
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