(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 2010

1.
General information

1.1
Corporate information

 
Sino-Thai Engineering and Construction Public Company Limited (“the Company”) is   a public company incorporated and domiciled in Thailand. The Company is principally engaged in the provision of construction services and its 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 Thai Accounting Standard No. 34 (revised 2007) "Interim Financial Reporting", with the Company choosing to present condensed interim financial statements. However, the Company has presented the balance sheets, 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.


The interim financial statements in Thai language are the official statutory financial statements of the Company. The interim financial statements in English language have been translated from the Thai language financial statements.

1.3
Adoption of new accounting standards 


During the current period, the Federation of Accounting Professions issued a number of revised and new accounting standards as listed below. 
a) Accounting standards that will become effective in fiscal years beginning on or after 1 January 2011 (except Framework for the Preparation and Presentation of Financial Statements, which is immediately effective): 
	Framework for the Preparation and Presentation of Financial Statements 
(revised 2009)

	TAS 1 (revised 2009)
	Presentation of Financial Statements

	TAS 2 (revised 2009)
	Inventories

	TAS 7 (revised 2009)
	Statement of Cash Flows

	TAS 8 (revised 2009)
	Accounting Policies, Changes in Accounting Estimates and Errors

	TAS 10 (revised 2009)
	Events after the Reporting Period

	TAS 11 (revised 2009)
	Construction Contracts

	TAS 17 (revised 2009)
	Leases

	TAS 23 (revised 2009)
	Borrowing Costs

	TAS 24 (revised 2009)
	Related Party Disclosures

	TAS 27 (revised 2009)
	Consolidated and Separate Financial Statements

	TAS 28 (revised 2009)
	Investments in Associates

	TAS 29
	Financial Reporting in Hyperinflationary Economies

	TAS 31 (revised 2009)
	Interests in Joint Ventures

	TAS 33 (revised 2009)
	Earnings per Share

	TAS 34 (revised 2009)
	Interim Financial Reporting

	TAS 36 (revised 2009)
	Impairment of Assets

	TAS 37 (revised 2009)
	Provisions, Contingent Liabilities and Contingent Assets

	TAS 38 (revised 2009)
	Intangible Assets

	TAS 40 (revised 2009)
	Investment Property

	TFRS 3 (revised 2009)
	Business Combinations

	TFRS 5 (revised 2009)
	Non-current Assets Held for Sale and Discontinued Operations

	TFRS 6
	Exploration for and Evaluation of Mineral Resources


b) Accounting standards that will become effective in fiscal years beginning on or after 1 January 2013:  

	TAS 12 
	Income Taxes

	TAS 20 (revised 2009)
	Accounting for Government Grants and Disclosure of Government Assistance


The Company’s management believes that these accounting standards will not have any significant impact on the financial statements for the year when they are initially applied, except TAS 12 and TAS 40 (revised 2009). Management has yet to complete its evaluation of the impact of such accounting standards in the year when they are adopted. 

1.4 
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 2009, with no changes in the shareholding structure of the subsidiaries during the period. 

1.5
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 2009.

2.
Cash and cash equivalents

	
	
	(Unit: Thousand Baht)

	
	Consolidated financial statements
	Separate financial statements

	
	30 September              2010
	31 December 2009
	30 September                   2010
	31 December 2009

	
	
	(Audited)
	
	(Audited)

	Cash on hand
	4,244
	3,952
	4,221
	3,933

	Current and saving deposits
	305,481
	7,631
	288,917
	2,078

	Unit trusts
	505,870
	849,631
	389,690
	770,130

	Bill of exchange
	510,000
	-
	510,000
	-

	Total
	1,325,595
	861,214
	1,192,828
	776,141



The above unit trusts are unit trusts in open-ended, fixed-income fund which is highly liquid and are stated at fair value. 

3.
Trade accounts receivable
The outstanding balances of trade accounts receivable are aged, based on due date as follows:

	
	
	(Unit: Thousand Baht)

	
	Consolidated

financial statements
	Separate

financial statements

	
	30 September   
 2010
	31 December 2009
	30 September    
2010
	31 December 2009

	
	
	(Audited)
	
	(Audited)

	Age of receivable
	
	
	
	

	Unrelated parties
	
	
	
	

	Not yet due
	346,527
	677,313
	326,846
	467,628

	Past due
	
	
	
	

	  Less than 4 months
	183,227
	142,092
	182,860
	141,650

	  5 - 12 months
	71,815
	4,915
	71,807
	4,913

	  Over 12 months
	124,283
	121,480
	124,283
	121,480

	Total
	725,852
	945,800
	705,796
	735,671

	Less: Allowance for doubtful accounts
	(72,965)
	(75,075)
	(72,965)
	(75,075)

	
	652,887
	870,725
	632,831
	660,596

	Related parties
	
	
	
	

	Not yet due
	499
	20,333
	6,703
	147,311

	Past due
	
	
	
	

	  Less than 4 months
	417
	-
	1,954
	772

	  5 - 12 months
	-
	40,445
	1,535
	104,796

	  Over 12 months
	37,386
	29,333
	82,105
	54,405

	Total
	38,302
	90,111
	92,297
	307,284

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

	
	9,099
	60,908
	63,094
	278,081

	Accounts receivable - net
	661,986
	931,633
	695,925
	938,677


4. 
Related party transactions

 
During the period, 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 periods ended 30 September


	
	Consolidated                   financial statements
	Separate                            financial statements

	
	2010
	2009
	2010
	2009

	Transactions with related companies
	
	
	
	

	   Construction income
	-
	1,279
	-
	1,279

	   Other income
	1
	1
	1
	1

	   Cost of construction
	4
	15
	4
	15

	Transactions with associated company
	
	
	
	

	   Other income
	-
	5
	-
	5

	Transactions with subsidiaries
	
	
	
	

	   (eliminated on the consolidated financial statements)
	
	
	
	

	   Construction income
	-
	-
	58
	257

	   Interest income
	-
	-
	3
	-

	   Rental expenses
	-
	-
	2
	2

	   Interest expenses
	-
	-
	-
	3


	
	
	(Unit: Million Baht)

	
	For the nine-month periods ended 30 September


	
	Consolidated                   financial statements
	Separate                            financial statements

	
	2010
	2009
	2010
	2009

	Transactions with related companies
	
	
	
	

	   Construction income
	893
	2,928
	893
	2,928

	   Other income
	3
	1
	3
	1

	   Cost of construction
	12
	31
	12
	31

	Transactions with associated company
	
	
	
	

	   Other income
	-
	5
	-
	5

	Transactions with subsidiaries
	
	
	
	

	  (eliminated on the consolidated financial statements)
	
	
	
	

	   Construction income
	-
	-
	125
	1,176

	   Interest income
	-
	-
	8
	-

	   Rental expenses
	-
	-
	7
	6

	   Interest expenses
	-
	-
	-
	6



The balances of accounts as at 30 September 2010 and 31 December 2009 of the Company and those related companies are as below.
	
	
	(Unit: Thousand Baht)

	
	
	Consolidated 

financial statements
	Separate 

financial statements

	
	Relationship
	30 September              2010
	31 December              2009
	30 September              2010
	31 December             2009

	
	
	
	(Audited)
	
	(Audited)

	Assets
	
	
	
	
	

	Trade accounts receivable - related parties
	
	
	
	

	STP&I Plc.
	Common director
	-
	20,041
	-
	20,041

	S.L. Joint Venture
	Subsidiary
	-
	-
	30,030
	150,866

	S.A. Joint Venture
	Subsidiary
	-
	-
	12,773
	10,454

	Sino-Thai-A.S. Joint Venture
	Joint venture
	8,053
	40,445
	19,173
	96,298

	Philipp Holzmann (Thai) /
	
	
	
	
	

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

	Others related companies
	
	20,024
	19,400
	20,096
	19,400

	Total
	
	38,302
	90,111
	92,297
	307,284

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

	Net
	
	9,099
	60,908
	63,094
	278,081

	Unbilled receivables
	
	
	
	
	

	STP&I Plc.
	Common director
	55,252
	71,711
	55,252
	71,711

	S.L. Joint Venture
	Subsidiary
	-
	-
	21,281
	-

	S.A. Joint Venture
	Subsidiary
	-
	-
	224,390
	500,072

	Total
	
	55,252
	71,711
	300,923
	571,783

	Retention receivables
	
	
	
	
	

	S.A. Joint Venture
	Subsidiary
	-
	-
	891
	-

	Sino-Thai-A.S. Joint Venture
	Joint venture
	-
	3,954
	-
	9,414

	Total
	
	-
	3,954
	891
	9,414

	Loans to related parties
	
	
	
	
	

	HTR Corporation Limited
	Subsidiary
	-
	-
	203,000
	223,000

	Inter-IMC Pte Limited
	Associate
	6,366
	-
	6,366
	-

	Sino-Thai Tower Condominium Juristic Person
	Related party
	7,493
	9,854
	-
	-

	Total
	
	13,859
	9,854
	209,366
	223,000

	Liabilities
	
	
	
	
	

	Trade accounts payable - related parties
	
	
	
	

	STP&I Plc.
	Common director
	141
	-
	141
	-

	STIT Co., Ltd.
	Common director
	2,345
	8,075
	2,345
	8,075

	HTR Corporation Limited
	Subsidiary
	-
	-
	-
	1

	Total
	
	2,486
	8,075
	2,486
	8,076

	Advances received from construction contracts
	
	
	
	
	

	STP&I Plc.
	Common director
	-
	105,237
	-
	105,237

	S.A. Joint Venture
	Subsidiary
	-
	-
	72,336
	115,148

	Total
	
	-
	105,237
	72,336
	220,385


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

	
	(Unit: Thousand Baht)

	
	Consolidated financial statements

	
	
	Balance as at
	During the period
	Balance as at

	
	Relationship
	1 January 2010
	Increase
	Decrease
	30 September 2010

	Loans to related parties
	
	
	
	
	

	Inter-IMC Pte Limited
	Associate
	-
	6,366
	-
	6,366

	Sino-Thai Tower  Condominium Juristic Person
	Related party
	9,854
	-
	(2,361)
	7,493

	
	
	9,854
	6,366
	(2,361)
	13,859

	
	
	
	
	
	

	
	(Unit: Thousand Baht)

	
	Separate financial statements

	
	
	Balance as at
	During the period
	Balance as at

	
	Relationship
	1 January 2010
	Increase
	Decrease
	30 September 2010

	Loan to related parties
	
	
	
	
	

	HTR Corporation Limited
	Subsidiary
	223,000
	-
	(20,000)
	203,000

	Inter-IMC Pte Limited
	Associate
	-
	6,366
	-
	6,366

	
	
	223,000
	6,366
	(20,000)
	209,366


Loan to Inter-IMC Pte Limited
The loan to Inter-IMC Pte Limited, amounting to SGD 271,400, is due for repayment at call and carries interest at the MOR per annum.
Loan to Sino-Thai Tower Condominium Juristic Person

HTR Corporation Limited (HTR) granted a loan of Baht 19 million to Sino-Thai Tower Condominium Juristic Person (Sino-Thai Tower). The loan carries flat interest rate at 8 percent per annum for the whole contract period. The loan and relating interest are repayable in 72 installments of which Baht 0.39 million is monthly due. The first installment started in July 2006.
Later, on 20 September 2010, HTR and Sino-Thai Tower entered into an amendment agreement to loan agreement No.1, extending the repayment period from 72 installments to 134 installments, and changing the repayments from Baht 0.39 million to Baht 0.14 million, from the 51st installment in September 2010 onwards.
Loan to HTR Corporation Limited

The loan to HTR Corporation Limited, amounting to Baht 238 million, is repayable in 20 quarterly installments, comprising both principal and interest. The loan carries interest at MLR-1 percent per annum, and the first installment is due in July 2009. 

5.
Condominium units for sales

Condominium units for sales of subsidiary amount of Baht 308.7 million are mortgaged as collateral for long-term loans, as discussed in Note 10 to the financial statements.
6.
Investments in subsidiaries

	Company’s name
	(Unit: Thousand Baht)

	
	Separate financial statements

	
	Paid-up capital
	Shareholding percentage
	Cost

	
	30 September    2010
	31 December 2009
	30 September      2010
	31 December 2009
	30 September    2010
	31 December 2009

	
	(Million Baht)
	(Million Baht)
	(%)
	(%)
	
	(Audited)

	HTR Corporation Limited
	500
	500
	80.90
	80.90
	440,090
	440,090

	Matter Supply Company Limited
	5
	5
	99.99
	99.99
	5,000
	5,000

	Total
	
	
	
	
	445,090
	445,090


7.      Investments in associates

	
	 (Unit: Thousand Baht)

	
	Consolidated financial statements

	Company’s name
	Shareholding percentage
	Cost
	Carrying amounts based on equity method

	
	30 September  2010
	31 December 2009
	30 September  2010
	31 December 2009
	30 September  2010
	31 December 2009

	
	(%)
	(%)
	
	(Audited)
	
	(Audited)

	DKK Sino-Thai Engineering Company Limited
	35
	35
	2,800
	2,800
	109,009
	166,646

	Inter-IMC Pte Limited
	46
	46
	13,650
	13,650
	-
	9,573

	S T F M Company Limited
	50
	50
	5,000
	5,000
	8,986
	8,986

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

	
	
	
	
	
	-
	-

	Total
	
	
	21,450
	21,450
	109,009
	176,219


	
	 (Unit: Thousand Baht)

	
	Separate financial statements

	Company’s name
	Shareholding percentage
	Cost
	Allowance for impairment 
of investments
	Carrying amounts based on cost method - net

	
	30 September  
	31 December
	30 September  
	31 December
	30 September  
	31 December
	30 September  
	31 December

	
	2010
	2009
	2010
	2009
	2010
	2009
	2010
	2009

	
	(%)
	(%)
	
	(Audited)
	
	(Audited)
	
	(Audited)

	DKK Sino-Thai Engineering Company Limited
	35
	35
	2,800
	2,800
	-
	-
	2,800
	2,800

	Inter-IMC Pte Limited
	46
	46
	13,650
	13,650
	-
	-
	13,650
	13,650

	S T F M Company Limited
	50
	50
	5,000
	5,000
	(5,000)
	(5,000)
	-
	-

	Total
	
	
	21,450
	21,450
	(5,000)
	(5,000)
	16,450
	16,450


During the period, the Company has recognised its share of net income/loss from investments in associates in the consolidated financial statements and dividend income in the separate financial statements as follows:

	(Unit: Thousand Baht)

	
	Consolidated financial statements
	Separate financial statements

	Company’s name
	Share of income  (loss) 
from investment in associates 
during nine-month periods ended 
	Dividend received 

during nine-month periods ended 

	
	30 September 2010
	30 September 2009
	30 September 2010
	30 September 2009

	DKK Sino-Thai Engineering Company Limited
	(22,641)
	13,762
	34,996
	34,996

	Inter-IMC Pte Limited
	(9,395)
	(981)
	-
	-

	Total
	(32,036)
	12,781
	34,996
	34,996


Share of income or loss of associates were determined based on the financial statements prepared by its managements and not reviewed by their auditors. The Company believes that the value of the investments would not significantly differ if the financial statements had been reviewed by auditors.

8.
Property, plant and equipment

Movements of the property, plant and equipment accounts during the nine-month period ended 30 September 2010 are summarised below.

	
	(Unit: Thousand Baht)

	
	Consolidated 

financial statements
	Separate 

financial statements

	Net book value as at 1 January 2010
	3,046,306
	2,708,712

	Acquisitions during period
	108,130
	106,253

	Depreciation for period
	(314,841)
	(302,226)

	Amortisation of revaluation surplus
	(171,996)
	-

	Disposals during period - net book value
	(8,425)
	(8,130)

	Net book value as at 30 September 2010
	2,659,174
	2,504,609


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 and earnings per share of equity holders of the parent for the three-month and nine-month periods ended                30 September would have been presented as following:
	
	Consolidated financial statements

	
	for the three-month periods ended 30 September
	for the nine-month periods ended 30 September

	
	2010
	2009
	2010
	2009

	Net income (Million Baht)
	71
	29
	156
	27

	Earnings per share (Baht per share)
	0.06
	0.03
	0.13
	0.02


9.
Hire purchase and financial lease payable

	
	(Unit: Thousand Baht)

	
	Consolidated / Separate 

financial statements

	
	30 September           2010
	31 December 2009

	
	
	(Audited)

	Liabilities under hire purchase and financial lease agreements
	93,364
	158,605

	Less: Deferred interest expenses 
	(4,330)
	 (11,339)

	
	89,034
	147,266

	Less: Portion due within one year 
	(75,007)
	 (76,500)

	Liabilities under hire purchase and financial lease agreements -        net of current portion
	14,027
	70,766


Movements in the hire purchase and financial lease payable accounts during the            nine-month period ended 30 September 2010 are summarised below.
	(Unit: Thousand Baht)

	
	Amount

	Balance as at 1 January 2010
	147,266

	Less: Payments of hire purchase and financial lease payable 
	(58,232)

	Balance as at 30 September 2010
	89,034


10.
Long-term loan and interest payable
Long-term loan from other person of subsidiary, the subsidiary has mortgaged its ownership of condominium units for sales, as discussed in Note 5 to the financial statements, as collaterals for the loan from other person. 
During the period, movements of long-term loan and interest payable were as follow: 

	
	(Unit: Thousand Baht)

	
	Consolidated financial statements

	
	Balance as at
	During the period
	Balance as at

	
	1 January 2010
	Increase
	Decrease
	30 September 2010

	Long-term loan and interest payable
	67,257
	660
	-
	67,917


11.
Revaluation surplus

	
	(Unit: Thousand Baht)

	
	Consolidated          financial statements
	Separate                  financial statements

	Balance as at 1 January 2010
	621,371
	445,632

	Share of amortisation of revaluation surplus of subsidiary
	(139,144)
	-

	Balance as at 30 September 2010
	482,227
	445,632


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

12.
Corporate income tax

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

13. 
Dividend paid

 
On 23 April 2010, the Annual General Meeting of the Company’s shareholders passed a resolution approving the payment of a dividend of Baht 0.13 per share to the Company’s shareholders from the Company's income for the year 2009, a total of Baht 154.2 million. The dividend was paid in May 2010.

14.
Contracts in progress


As at 30 September 2010, the Company had aggregate amount of construction cost incurred and recognised profits or losses to date for contracts in progress was approximately Baht 41,169 million and had gross amounts due from customers for contracts in progress was approximately Baht 2,673 million.

15.
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. During the three-month and nine-month periods ended 30 September 2010 and 2009, there were no material activities pertaining to the office building rental and property development segments. For this reason, financial information has not been presented by industry segment.
16.
Credit facilities

 
The credit facilities of the Company and its subsidiaries, as at 30 September 2010, granted by financial institutions have been secured by the guarantees and mortgages/pledges of the assets listed below.
16.1
Fixed deposits, totaling of Baht 113 million.

16.2
9.3 million shares of HTR Corporation Limited.

16.3
Pledge of the Company’s land with net book of Baht 717 million.

16.4
The transfer of the right of the claim of collections from construction contracts to a bank. The Company can normally withdraw from the transfer. As at 30 September 2010, the balance of the accounts receivable under the right transfer agreement was Baht 218 million.

17. 
Commitments and contingent liabilities

17.1
Operating lease commitments


The Company has entered into lease agreement in respect of the lease of motor vehicles. The term of the agreement is 5 years.

As at 30 September 2010, future minimum lease payments required under these non-cancellable operating leases contracts were as follows.

	Payable within:
	Million Baht
	

	2010
	0.6
	

	2011
	2.6
	

	2012 to 2015
	8.2
	


17.2
Guarantees


As at 30 September 2010, there were outstanding bank guarantees of approximately Baht 11,446 million issued by banks on behalf of the Company, subsidiaries and joint ventures in respect of certain performance bonds as required in the normal course of business as detail below.
	
	Million Baht

	Performance bonds
	3,130

	Advance and retention bonds
	3,534

	Others
	4,782

	Total
	11,446


17.3
Litigation

 
The Company has been sued for compensation totaling approximately Baht 115 million. In most of such cases the Company is accused of breaches of hire of work contract. The cases are still being considered by the Court. The Company’s management and the Company’s legal advisors believe 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.

A subsidiary was sued as jointly responsible for a company’s breach of contract, with a total of approximately Baht 33 million being claimed. The case is being considered by the court. However, the management and legal advisor of the subsidiary believe that the subsidiary will not suffer any loss as a result of the lawsuit and therefore no provision for liability has been set aside in the accounts.

18.
Approval of interim financial statements
 
These interim financial statements were authorised for issue by the Company’s authorised directors on 5 November 2010.
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