Sino-Thai Engineering and Construction Public Company Limited

and its subsidiaries

Notes to consolidated financial statements 

For the years ended 31 December 2010 and 2009
1.
General 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. The registered office of the Company is 32/59-32/60, Sino-Thai Tower, Sukhumvit 21 Road, Klongtoey-Nua, Wattana, Bangkok.
2.
Basis of preparation
2.1
The financial statements have been prepared in accordance with accounting standards enunciated under the Accounting Profession Act B.E. 2547 and their presentation has been made in compliance with the stipulations of the Notification of the Department of Business Development dated 30 January 2009, issued under the Accounting Act B.E. 2543.



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



The financial statements have been prepared on a historical cost basis except where otherwise disclosed in the accounting policies.

2.2
Basis of consolidation

a)
The consolidated financial statements include the financial statements of the Company (“the Company”) and the following subsidiaries and joint ventures which are all incorporated in Thailand:

	
	
	
	
	Assets as a 
	Revenues as a 

	
	
	
	
	percentage to the 
	percentage to the 

	
	
	
	consolidated total 
	consolidated total revenues

	Company’s name
	Nature of business
	Percentage of shareholding
	assets as at                    31 December
	for the year ended 
31 December

	
	
	2010
	2009
	2010
	2009
	2010
	2009

	
	
	Percent
	Percent
	Percent
	Percent
	Percent
	Percent

	Subsidiaries
	
	
	
	
	
	
	

	HTR Corporation Limited
	Office building rental
	80.90
	80.90
	4.56
	8.48
	1.09
	0.54

	Patumwan Real Estate Company Limited
   (Wholly owned by HTR Corporation Limited)
	Provision of document storage service
	80.90
	80.90
	0.05
	0.04
	0.04
	0.03

	Kijpracha Tanee Company Limited.                               (Wholly owned by HTR Corporation Limited)
	Real estate development
	80.90
	80.90
	3.06
	3.52
	0.01
	-

	Matter Supply Company Limited
	Manufacturing and distribution of mold
	99.99
	99.99
	0.05
	0.06
	-
	-

	Joint Ventures
	
	
	
	
	
	
	

	S.L. Joint Venture
	Construction
	70.00
	70.00
	0.22
	1.74
	0.19
	8.66

	S.A. Joint Venture
	Construction
	80.00
	80.00
	6.16
	7.94
	3.23
	5.24

	Sino-Thai-A.S. Joint Venture
	Construction
	58.00
	58.00
	0.03
	1.25
	-
	-


b)
Subsidiaries and joint ventures are fully consolidated as from the date of acquisition, being the date on which the Company obtains control, and continue to be consolidated until the date when that such control ceases.

c)
The financial statements of the subsidiaries and joint ventures are prepared using the same significant accounting policies as the Company.
d)
Material balances and transactions between the Company and its subsidiaries and joint ventures have been eliminated from the consolidated financial statements. 

e)
Minority interests represent the portion of net income or loss and net assets of the subsidiaries that are not held by the Company and are presented separately in the consolidated income statement and within equity in the consolidated balance sheet. 

2.3
Investments in associates are accounted for in the consolidated financial statements using the equity method.


The financial statements of overseas associate are translated into Thai Baht at the closing exchange rate as to assets and liabilities, and at monthly average exchange rates as to revenues and expenses. The resultant differences are shown under the caption of “Translation adjustment” in shareholders’ equity.

2.4
The separate financial statements, which present investments in subsidiaries, joint ventures and associates presented under the cost method, have been prepared solely for the benefit of the public.
3.
Adoption of new accounting standards 

During the current year, the Federation of Accounting Professions issued a number of revised and new accounting standards as listed below. 
a) Accounting standards that are effective for 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 16 (revised 2009)
	Property, Plant and Equipment

	TAS 17 (revised 2009)
	Leases

	TAS 18 (revised 2009)
	Revenue

	TAS 19 
	Employee Benefits

	TAS 23 (revised 2009)
	Borrowing Costs

	TAS 24 (revised 2009)
	Related Party Disclosures

	TAS 26 
	Accounting and Reporting by Retirement Benefit Plans

	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 2 
	Share-Based Payment

	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

	TFRIC 15
	Agreements for the Construction of Real Estate


b) Accounting standards that are effective for 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

	TAS 21 (revised 2009)
	The Effects of Changes in Foreign Exchange Rates


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 for the following accounting standards which management expects the impact on the financial statements in the year when they are adopted. 

TAS 16 (revised 2009) Property, Plant and Equipment

According to this accounting standard, an entity which presents its property, plant and equipment (PPE) on a revaluation basis is required to charge depreciation on the total revalued amount to its income statement. Currently, as permitted by the relevant notification of the Federation of Accounting Professions, only the depreciation calculated on the original cost of PPE is charged to the income statement.  The change in this accounting policy in 2011 will have no effect to the Company’s retained earnings. 
TAS 19 Employee Benefits

This accounting standard requires employee benefits to be recognised as expense in the period in which the service is performed by the employee. In particular, an entity has to evaluate and make a provision for post-employment benefits using actuarial techniques. Currently, the Company accounts for such employee benefits when they are incurred. 

At present, the management is evaluating the impact on the financial statements in the year when this standard is adopted. 

TAS 40 (revised 2009) Investment Property 
This accounting standard requires an entity to classify property held to earn rental or for capital appreciation as investment property and allows to present it by using either a cost model or a fair value model. For the cost model, the entity requires to disclose its fair value in notes to financial statements. For fair value model, the entity requires to recognise the changes in value of the cost model and the fair value model in income statement.


At present, the management is evaluating the impact on the financial statements in the year when this standard is adopted. 
TAS 12 Income Taxes

This accounting standard requires an entity to identify temporary differences, which are differences between the carrying amount of an asset or liability in the accounting records and its tax base, and to recognize deferred tax assets and liabilities under the stipulated guidelines.

At present, the management is evaluating the impact on the financial statements in the year when this standard is adopted. 
4.
Significant accounting policies
4.1
Revenues and expenses recognition
a)
Revenues


Revenues from construction



Revenues from construction are recognised on a percentage of completion basis based on the assessment of the Company’s engineers. The recognised revenue which is not yet due per the contracts has been presented under the caption of “Unbilled receivables” in the balance sheets.


Revenues from sales of condominium units



Revenue from sales of condominium units are recognised as revenue when the construction works are completed and the ownership is transferred to the buyer after receiving payments in full. 



Rental and relating service income



Rental and relating service incomes are recognised over the period of the lease agreement. 

Interest income 

Interest income is recognised on an accrual basis based on the effective rate method. 

Dividends

Dividends are recognised when the right to receive the dividends is established. 

b)
Expenses

Costs of construction

Costs of construction are recognised in accordance with the percentage of work completed based on total estimated costs. Provision for anticipated losses on construction projects is made in the accounts in full when the possibility of loss is ascertained. Differences between the estimated costs and the actual costs are recognised as current assets or current liabilities in the balance sheets. 

Cost of sales of condominium units

In determining the costs of condominium units sold, the anticipated total development costs (after recognising the costs incurred to date) are attributed to units already sold on the basis of the salable area and then recognised as costs in the income statement according to the recorded sales.

Development cost of condominium units for sales are stated at cost, consisting of the cost of land, construction costs, land pledging expenses, interest and other related costs. 

4.2
Cash and cash equivalents


Cash and cash equivalents consist of cash in hand, cash at bank and all highly liquid investments with an original maturity of three months or less and not subject to withdrawal restrictions.

4.3 
Trade accounts receivable 


Trade accounts receivable are stated at the net realisable value. Allowance for doubtful accounts is provided for the estimated losses that may be incurred in collection of receivables. The allowance is severally based on collection experiences and analysis of debt aging.
4.4
Investments 
a)
Investments in unit trusts of open-ended fund are stated at fair value. Gains or losses arising from changes in the carrying amounts of unit trusts are included in determining income.
b)
Investments in available-for-sale securities are stated at fair value. Changes in the fair value of these securities are recorded as a separate item in shareholders’ equity, and will be recorded as gains or losses in the income statement when the securities are sold. 

c)
Investments in non-marketable equity securities, which the Company classifies as other investments, are stated at cost net of allowance for loss on diminution in value (if any). 

d)
Investments in associates are accounted for in the consolidated financial statements using the equity method.

e)
Investments in subsidiaries, joint ventures and associates are accounted for in the separate financial statements using the cost method.

The fair value of marketable securities is based on the latest bid price of the last working day of the year as quoted on the Stock Exchange of Thailand. The fair value of unit trusts is determined from their net asset value. 

The weighted average method is used for computation of the cost of investments. 

In the event the Company and its subsidiaries reclassify investments from one type to another, such investments will be readjusted to their fair value as at the reclassification date.  The difference between the carrying amount of the investments and the fair value on the date of reclassification are recorded as gains or losses in the income statement or recorded as surplus (deficit) from changes in the value of investments in shareholders’ equity, depending on the type of investment that is reclassified. 
On disposal of an investment, the difference between net disposal proceeds and the carrying amount of the investment is recognised as income or expenses in the income statement. 
4.5
Property, plant and equipment/Depreciation 


Property, plant and equipment are stated at their cost or revalued amount less accumulated depreciation and allowance for loss on impairment of assets (if any).


Property, plant and equipment are initially recorded at cost on the acquisition date. Land for rent, and land and condominium for rent were however subsequently revalued by independent professional appraisers, to their fair values using the market approach. Revaluations are to be made with sufficient regularity to ensure that the carrying amount of assets does not differ materially from their fair value at the balance sheet date.


Differences arising from the revaluation are dealt with in the financial statements as follows:

-
When an asset’s carrying amount is increased as a result of the revaluation of the Company and its subsidiaries’ assets, the increase is credited directly to equity under the heading of “Revaluation surplus on assets”. However, a revaluation increase will be recognised as income to the extent that it reverses a revaluation decrease of the same asset previously recognised as an expense. 

-
When an asset’s carrying amount is decreased as a result of a revaluation of the Company and its subsidiaries’ assets, the decrease is recognised as an expense in the income statement.  However, a revaluation decrease is to be charged directly against the related “Revaluation surplus of assets” to the extent that the decrease does not exceed the amount held in the “Revaluation surplus of assets” in respect of those same assets. Any excess amount is to be recognised as an expense in the income statement. 


Depreciation of buildings and equipments is calculated by reference to the costs of assets or the revalued amounts on the straight-line basis over the following estimated useful lives:

	Rental condominium
	-
	
24
years

	Buildings and building improvements
	-
	
20 
years

	Leasehold improvements
	-
	
10
years

	Mock up room
	-
	
5
years

	Machinery and equipment 
	-
	
5 - 30
years

	Furniture, fixtures and office equipment
	-
	
5
years

	Motor vehicles
	-
	
5 - 10
years


The depreciation is dealt with the financial statements as follows:

-
Depreciation attributed to the original cost portion is included in determining income.

-
Depreciation attributed to the surplus portion is deducted against revaluation surplus in shareholders’ equity.


No depreciation is provided on land, land improvements and assets under construction.
An item of property, plant and equipment is derecognised upon disposal or when no future economic benefits are expected from its use or disposal. Any gain or loss arising on disposal of an asset (calculated as the difference between the net disposal proceeds and the carrying amount of the asset) is included in the income statement when the asset is derecognised.

4.6
Related party transactions


Related parties comprise enterprises and individuals that control, or are controlled by, the Company, whether directly or indirectly, or which are under common control with the Company.


They also include associated companies and individuals which directly or indirectly own a voting interest in the Company that gives them significant influence over the Company or its subsidiaries, key management personnel, directors, and officers with authority in the planning and direction of the Company s’ operations.

4.7
Long-term leases


Leases of equipment which transfer substantially all the risks and rewards of ownership are classified as finance leases. Finance leases are capitalised at the lower of the fair value of the leased assets and the present value of the minimum lease payments. The outstanding rental obligations, net of finance charges, are included in other long-term payables, while the interest element is charged to the income statements over the lease period. The assets acquired under finance leases are depreciated over the useful life of the asset.

Operating lease payments are recognised as an expense in the income statement on a straight line basis over the lease term.
4.8
Foreign currencies

 
Transactions in foreign currencies are translated into Baht at the exchange rate ruling at the date of the transaction. Monetary assets and liabilities denominated in foreign currencies are translated into Baht at the exchange rate ruling at the balance sheet date.

 
Gains and losses on exchange are included in determining income.

4.9     Impairment of assets

At each reporting date, the Company performs impairment reviews in respect of the property, plant and equipment whenever events or changes in circumstances indicate that an asset may be annual impaired. An impairment loss is recognised when the recoverable amount of an asset, which is the higher of the asset’s fair value less costs to sell and its value in use, is less than the carrying amount. In determining value in use, the estimated future cash flows are discounted to their present value using a     pre-tax discount rate that reflects current market assessments of the time value of money and the risks specific to the asset. In determining fair value less costs to sell, an appropriate valuation model is used. These calculations are corroborated by a valuation model that, based on information available, reflects the amount that the Company could obtain from the disposal of the asset in an arm’s length transaction between knowledgeable, willing parties, after deducting the costs of disposal. 

An impairment loss is recognised in the income statement. However in cases where land for rent, and land and condominium for rent were previously revalued and the revaluation was taken to equity, a part of such impairment is recognised in equity up to the amount of the previous revaluation.
In the assessment of asset impairment if there is any indication that previously recognised impairment losses may no longer exist or may have decreased, the Company estimates the asset’s recoverable amount. A previously recognised impairment loss is reversed only if there has been a change in the assumptions used to determine the asset’s recoverable amount since the last impairment loss was recognised. The increased carrying amount of the asset attributable to a reversal of an impairment loss shall not exceed the carrying amount that would have been determined had no impairment loss been recognised for the asset in prior years. Such reversal is recognised in the income statement unless the asset is carried at a revalued amount, in which case the reversal, which exceeds the carrying amount that would have been determined, is treated as a revaluation increase.

4.10
Employee benefits


Salaries, wages, bonuses and contributions to the social security fund and provident fund are recognised as expenses when incurred.

4.11
Provisions


Provisions are recognised when the Company and its subsidiaries have a present obligation as a result of a past event, it is probable that an outflow of resources embodying economic benefits will be required to settle the obligation, and a reliable estimate can be made of the amount of the obligation. 
4.12
Income tax


Income tax is provided in the accounts at the amount expected to be paid to the taxation authorities, based on the taxable profits determined in accordance with tax legislation.

Income tax of a subsidiary is provided in the accounts based on the taxable profits determined in accordance with tax legislation while the subsidiary has been electing to compute its revenues and costs of sales of condominium units when installments come due.

5.
Significant accounting judgments and estimates

The preparation of financial statements in conformity with generally accepted accounting principles at times requires management to make subjective judgments and estimates regarding matters that are inherently uncertain. These judgments and estimates affect reported amounts and disclosures; and actual results could differ from these estimates. Significant judgments and estimates are as follows:

Estimated construction project costs

The Company estimates costs of construction projects based on details of the construction work, taking into account the volume and value of construction materials to be used in the project, labour costs and other miscellaneous costs to be incurred to completion of service, taking into account the direction of the movement in these costs. Estimates are reviewed regularly or whenever actual costs differ significantly from the figures used in the original estimates.  

Provision for losses on construction projects

Management applied judgement in estimating the loss they expect to be realised on each construction project, based on estimates of anticipated costs that take into account the progress of the project and actual costs incurred to date, together with fluctuations in costs of construction materials, labour and the current situation.
Leases 
In determining whether a lease is to be classified as an operating lease or finance lease, the management is required to use judgment regarding whether significant risk and rewards of ownership of the leased asset has been transferred, taking into consideration terms and conditions of the arrangement. 

Allowance for doubtful accounts

In determining an allowance for doubtful accounts, the management needs to make judgment and estimates based upon, among other things, past collection history, aging profile of outstanding debts and the prevailing economic condition. 

Impairment of equity investments
The Company treats available-for-sale investments and other investments as impaired when the management judges that there has been a significant or prolonged decline in the fair value below their cost or where other objective evidence of impairment exists. The determination of what is “significant” or “prolonged” requires judgment.

Property plant and equipment/Depreciation

In determining depreciation of plant and equipment, the management is required to make estimates of the useful lives and salvage values of the Company’s plant and equipment and to review estimate useful lives and salvage values when there are any changes. 

The Company and its subsidiaries measure land for rent and land and condominium for rent at revalued amounts. Such amounts are determined by the independent valuer using the market approach. The valuation involves certain assumptions and estimates.

In addition, the management is required to review property, plant and equipment for impairment on a periodical basis and record impairment losses in the period when it is determined that their recoverable amount is lower than the carrying cost. This requires judgments regarding forecast of future revenues and expenses relating to the assets subject to the review.

Litigation 

The Company and its subsidiaries have contingent liabilities as a result of litigation. The Company’s management has used judgment to assess of the results of the litigation and believes that no loss will result. Therefore no contingent liabilities are recorded as at the balance sheet date. 
6.
Cash and cash equivalents

	
	
	(Unit: Baht)

	
	Consolidated financial statements
	Separate financial statements

	
	2010
	2009
	2010
	2009

	Cash and bank deposits
	156,295,507
	11,583,726
	138,312,475
	6,011,451

	Unit trusts
	1,450,452,465
	849,630,682
	1,400,000,000
	770,130,000

	Bills of exchange
	450,000,000
	-
	450,000,000
	-

	Total
	2,056,747,972
	861,214,408
	1,988,312,475
	776,141,451



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

7. 
Trade accounts receivable


The balances of trade accounts receivable as at 31 December 2010 and 2009, aged on the basis of due dates, are summarised below.
	
	
	(Unit: Baht)

	
	Consolidated financial statements
	Separate financial statements

	
	2010
	2009
	2010
	2009

	Age of receivables
	
	
	
	

	Unrelated parties
	
	
	
	

	Not yet due
	   877,351,466
	677,312,466
	   863,262,562
	467,627,642

	Past due
	
	
	
	

	  Less than 4 months
	     33,403,507
	142,092,338
	     32,925,139
	141,650,369

	  5 - 12 months
	       2,250,251
	4,914,588
	       2,242,760
	4,913,090

	  Over 12 months
	   120,173,471
	121,479,678
	   120,173,471
	121,479,678

	Total
	1,033,178,695
	945,799,070
	1,018,603,932
	735,670,779

	Less: Allowance for doubtful account
	(76,207,779)
	(75,074,622)
	(76,207,779)
	(75,074,622)

	
	   956,970,916
	870,724,448
	   942,396,153
	660,596,157

	Related parties
	
	
	
	

	Not yet due
	1,218,154
	20,332,973
	2,728,434
	147,311,510

	Past due
	
	
	
	

	  Less than 4 months
	179,029
	-
	14,627,978
	772,057

	  5 - 12 months
	417,215
	40,445,111
	2,709,488
	104,795,910

	  Over 12 months
	29,736,786
	29,333,101
	57,490,829
	54,404,691

	Total
	31,551,184
	90,111,185
	77,556,729
	307,284,168

	Less: Allowance for doubtful accounts
	(29,202,827)
	(29,202,827)
	(38,773,897)
	(29,202,827)

	
	2,348,357
	60,908,358
	38,782,832
	278,081,341

	Trade accounts receivable - net
	959,319,273
	931,632,806
	981,178,985
	938,677,498


8.
Related party transactions


During the years, the Company and its subsidiaries had significant business transactions with related parties, which have been concluded at contract price which can be comparable to the price for unrelated parties. Below is a summary of those transactions.

	
	
	(Unit: Million Baht)


	
	Consolidated            financial statements
	Separate                  financial statements

	
	2010
	2009
	2010
	2009

	Transactions with related companies
	
	
	
	

	    Construction income
	838
	3,464
	838
	3,464

	    Other income
	4
	5
	4
	5

	    Cost of construction
	13
	43
	13
	43

	    Purchase of investment
	-
	14
	-
	14

	Transactions with associated company 
	
	
	
	

	    Other income
	1
	6
	1
	6

	Transactions with subsidiary companies
	
	
	
	

	  (eliminated from the consolidated financial statements) 
	
	
	
	

	    Construction income
	-
	-
	157
	1,578

	    Interest income
	-
	-
	10
	9

	    Rental expenses
	-
	-
	9
	8


As at 31 December 2010 and 2009, the balance of the accounts between the Company and those related companies are as follows:

	
	
	
	
	(Unit: Baht)

	
	
	Consolidated financial statements
	Separate financial statements

	
	Relationship
	2010
	2009
	2010
	2009

	Assets
	
	
	
	
	

	Trade accounts receivable - related parties
	
	
	
	

	STP&I Plc.
	Common director
	-
	20,041,095
	-
	20,041,095

	S.L. Joint Venture
	Subsidiary
	-
	-
	28,494,412
	150,866,430

	S.A. Joint Venture
	Subsidiary
	-
	-
	13,425,266
	10,454,280

	Sino-Thai-A.S. Joint Venture
	Joint venture
	403,685
	40,445,111
	4,492,422
	96,297,883

	Philipp Holzmann (Thai) /
	
	
	
	
	

	   U.T.M. Engineering / Sino-Thai Joint Venture
	Joint venture
	10,224,752
	10,224,752
	10,224,752
	10,224,752

	DKK Sino-Thai Engineering Company Limited
	Associate
	1,061,727
	-
	1,061,727
	-

	Others related companies
	
	19,861,020
	19,400,227
	19,858,150
	19,399,728

	Total
	
	31,551,184
	90,111,185
	77,556,729
	307,284,168

	Less:  Allowance for doubtful accounts
	
	(29,202,827)
	(29,202,827)
	(38,773,897)
	(29,202,827)

	Net
	
	2,348,357
	60,908,358
	38,782,832
	278,081,341

	Unbilled receivables
	
	
	
	
	

	S.A. Joint Venture
	Subsidiary
	-
	-
	264,554,217
	500,071,587

	STP&I Plc.
	Common director
	              -
	71,711,104
	-
	71,711,104

	Total
	
	-
	71,711,104
	264,554,217
	571,782,691

	Retention receivables
	
	
	
	
	

	S.A. Joint Venture
	Subsidiary
	-
	-
	891,000
	-

	Sino-Thai-A.S. Joint Venture
	Joint venture
	-
	3,953,902
	-
	9,414,053

	Total
	
	-
	3,953,902
	891,000
	9,414,053

	Loans to related parties
	
	
	
	
	

	HTR Corporation Limited
	Subsidiary
	-
	-
	195,500,000
	223,000,000

	Sino-Thai Tower Condominium Juristic Person
	Related party
	7,329,217
	9,853,608
	-
	-

	Total
	
	7,329,217
	9,853,608
	195,500,000
	223,000,000

	Liabilities
	
	
	
	
	

	Trade accounts payable - related parties
	
	
	
	
	

	HTR Corporation Limited
	Subsidiary
	-
	-
	17,869
	749

	STIT Co., Ltd.
	Common director
	991,817
	8,074,803
	991,817
	8,074,803

	Total
	
	991,817
	8,074,803
	1,009,686
	8,075,552

	Advances received from construction contracts
	
	
	
	

	S.A. Joint Venture
	Subsidiary
	-
	-
	72,336,015
	115,148,010

	STP&I Plc.
	Common director
	-
	105,236,663
	-
	105,236,663

	Total
	
	-
	105,236,663
	72,336,015
	220,384,673


During 2010, movements of loans to related parties were as follow: 

	
	(Unit: Baht)

	
	Consolidated financial statements

	
	
	Balance as at
	During the year
	Balance as at

	
	Relationship
	1 January 2010
	Increase
	Decrease
	31 December 2010

	Loan to related parties
	
	
	
	
	

	Sino-Thai Tower  Condominium Juristic Person
	Related party
	9,853,608
	-
	(2,524,391)
	7,329,217

	Inter-IMC Pte Limited
	Associate
	-
	6,366,400
	(6,366,400)
	-

	
	
	9,853,608
	6,366,400
	(8,890,791)
	7,329,217

	
	
	
	
	
	

	
	(Unit: Baht)

	
	Separate financial statements

	
	
	Balance as at
	During the year
	Balance as at

	
	Relationship
	1 January 2010
	Increase
	Decrease
	31 December 2010

	Loan to related parties
	
	
	
	
	

	HTR Corporation Limited
	Subsidiary
	223,000,000
	-
	(27,500,000)
	195,500,000

	Inter-IMC Pte Limited
	Associate
	-
	6,366,400
	(6,366,400)
	-

	
	
	223,000,000
	6,366,400
	(33,866,400)
	195,500,000


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. In November 2010, the Company received repayment of such loans in full.

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. 

Directors and management’s remuneration


In 2010 the Company and its subsidiaries had salaries, bonus, meeting allowances and gratuities of their directors and management recognised as expenses totaling Baht 37.8 million (Separate financial statements: Baht 33.3 million) (2009: Baht 32.7 million, Separate financial statements: Baht 28.3 million).

9.
Short-term loans to other companies
Short-term loans to other companies of a subsidiary represent factoring receivables of the companies due for repayment as stipulated in the agreements and carry interest rate of 9.50 -15.00 percent per annum (2009: 14.75 -15.00 percent per annum). 

10.
Investments in subsidiaries

Details of investments in subsidiaries as presented in separate financial statements are as follows:
	(Unit: Baht)

	Company’s name
	Paid-up capital
	Shareholding percentage
	Cost

	
	2010
	2009
	2010
	2009
	2010
	2009

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

	HTR Corporation Limited
	500
	500
	80.90
	80.90
	440,090,005
	440,090,005

	Matter Supply Company  Limited
	5
	5
	99.99
	99.99
	4,999,600
	4,999,600

	Total
	
	
	
	
	445,089,605
	445,089,605


11.
Investments in joint ventures


Summarised financial information of the operated joint venture.

Sino-Thai A.S. Joint Venture

 
The proportionate shares of the assets, liabilities, revenue and expenses that are included in the consolidated financial statements in proportion to the investment in the joint venture are as follows:
	(Unit: Million Baht)

	
	As at 31 December

	
	2010
	2009

	Current assets
	3
	109

	Non-current assets
	-
	4

	
	3
	113

	Current liabilities
	(1)
	(113)

	
	2
	-

	
	
	


	(Unit: Million Baht)

	
	For the year ended 31 December

	
	2010
	2009

	Revenue
	1
	1

	Net income
	1
	1



Financial statements of joint ventures as included in the consolidated financial statements were prepared by their managements and neither audited nor reviewed by their auditors. The Company believes that the financial statements of joint ventures would not significantly differ if they had been audited or reviewed by auditors.

12.
Investments in associates

12.1
Details of associates:
	
	 (Unit: Baht)

	
	
	
	Consolidated financial statements

	Company’s name
	Nature of business
	Country of incorporation
	Shareholding percentage
	Cost
	Carrying amounts based on equity method

	
	
	
	2010
	2009
	2010
	2009
	2010
	2009

	
	
	
	(%)
	(%)
	
	
	
	

	DKK Sino-Thai Engineering Company Limited
	Telecommunication  and transmission  lines installation
	  Thailand
	35
	35
	2,799,700
	2,799,700
	108,271,740
	166,646,120

	Inter-IMC Pte Limited
	Construction
	  Singapore
	46
	46
	13,650,058
	13,650,058
	-
	9,572,503

	S T F M Company Limited


	Produce of cable lines but has ceased operation
	  Thailand
	50
	50
	5,000,000
	5,000,000
	8,985,577
	8,985,577

	Less: Allowance for impairment of investment
	
	
	
	
	
	
	(8,985,577)
	(8,985,577)

	
	
	
	
	
	
	
	-
	-

	Total
	
	
	
	
	21,449,758
	21,449,758
	108,271,740
	176,218,623


	
	 (Unit: Baht)

	
	
	
	Separate financial statements

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

	
	
	
	2010
	2009
	2010
	2009
	2010
	2009
	2010
	2009

	
	
	
	(%)
	(%)
	
	
	
	
	
	

	DKK Sino-Thai Engineering Company Limited
	Telecommunication and transmission lines installation
	Thailand
	35
	35
	2,799,700
	2,799,700
	-
	-
	2,799,700
	2,799,700

	Inter-IMC Pte Limited
	Construction
	Singapore
	46
	46
	13,650,058
	13,650,058
	(13,650,058)
	-
	-
	13,650,058

	S T F M Company Limited


	Produce of cable lines but has ceased operation
	Thailand
	50
	50
	5,000,000
	5,000,000
	(5,000,000)
	(5,000,000)
	-
	-

	Total
	
	
	
	
	21,449,758
	21,449,758
	(18,650,058)
	(5,000,000)
	2,799,700
	16,449,758


12.2
Share of income/loss and dividend received


During the year, the Company has recognised its share of net income/loss from investments in associate companies in the consolidated financial statements and dividend income in the separate financial statements as follows:
	(Unit: Baht)

	
	Consolidated financial statements
	Separate financial statements

	Company’s name
	Share of income (loss) from investments in associates during the year
	Dividend received

during the year

	
	2010
	2009
	2010
	2009

	DKK Sino-Thai Engineering Company Limited1
	(23,378,131)
	8,566,741
	34,996,250
	34,996,250

	Inter-IMC Pte Limited1
	(9,394,838)
	(4,338,999)
	-
	-

	Total
	(32,772,969)
	4,227,742
	34,996,250
	34,996,250


12.3
Summarised financial information of associates

	 (Unit: Million Baht)

	Company’s name
	Paid-up capital as at 
31 December
	Total assets 
as at 

31 December
	Total liabilities 
as at 
31 December
	Total revenues for the 
year ended    
31 December
	Net income (loss) for the year ended
31 December

	
	2010
	2009
	2010
	2009
	2010
	2009
	2010
	2009
	2010
	2009

	DKK Sino-Thai Engineering Company Limited1
	8
	8
	346
	486
	36
	10
	110
	484
	(67)
	21

	Inter-IMC Pte Limited1
	0.5*
	0.5*
	21
	38
	16
	15
	54
	153
	(19)
	(9)

	S T F M Company Limited1
	10
	10
	4
	4
	14
	14
	-
	-
	-
	-

	*Million Singapore Dollar
	
	
	
	
	
	
	
	
	
	


12.4
The Company recognised share of losses from investment in an associate, as listed below, until the value of the investments approached zero. Subsequent losses incurred by that associate has not been recognised in the Company's accounts since the Company has no obligations, whether legal or constructive, to make any payments on behalf of that associate. The amount of such unrecognised share of losses is set out below. 

	(Unit: Million Baht)

	
	Unrecognised share of losses

	Company’s name
	Share of losses for the year ended

31 December 2010 
	Cumulative share

of losses up to 

31 December 2010

	S T F M Company Limited1
	(1)
	(5)


1
Financial information and share of income or loss were determined based on the financial statements prepared by its managements and neither audited nor reviewed by its auditors. The Company believes that the value of the investments would not significantly differ if the financial statements had been audited or reviewed by auditors.
13.
Other long-term investments
	
	(Unit: Baht)

	
	Shareholding percent
	Consolidated financial statements
	Separate financial statements

	
	2010
	2009
	2010
	2009
	2010
	2009

	
	%
	%
	Cost
	Fair value
	Cost
	Fair value
	Cost
	Fair value
	Cost
	Fair value

	Investments in available-for-sale securities
	
	
	
	
	
	
	
	
	
	

	Bangkok Commercial Property Fund
	-
	-
	10,000,000
	9,750,000
	10,000,000
	9,000,000
	-
	-
	-
	-

	Revaluation deficit on changes in value available-for-sale security
	
	
	(250,000)
	
	(1,000,000)
	
	-
	
	-
	

	
	
	
	9,750,000
	
	9,000,000
	
	-
	
	-
	

	Other investments
	
	
	
	
	
	
	
	
	
	

	Abico Land Company Limited
	15
	15
	30,000,000
	
	30,000,000
	
	30,000,000
	
	30,000,000
	

	Thai Maintenance Contracting Company Limited
	19
	19
	7,611,406
	
	7,611,406
	
	7,611,406
	
	7,611,406
	

	Thai Contractors Asset Co., Ltd.
	0.2
	0.2
	1,000,000
	
	1,000,000
	
	1,000,000
	
	1,000,000
	

	Others 
	
	
	86,193,576
	
	86,193,576
	
	86,141,572
	
	86,141,572
	

	
	
	
	124,804,982
	
	124,804,982
	
	124,752,978
	
	124,752,978
	

	Less: Allowance for impairment of investments
	
	
	(123,752,978)
	
	(123,752,978)
	
	(123,752,978)
	
	(123,752,978)
	

	
	
	
	1,052,004
	
	1,052,004
	
	1,000,000
	
	1,000,000
	

	Other long-term investments-net
	
	
	10,802,004
	
	10,052,004
	
	1,000,000
	
	1,000,000
	


14.
Property, plant and equipment 

	
	
	(Unit: Baht)

	
	Consolidated financial statements

	
	Revaluation basis
	Cost basis
	

	
	Land and land
	Land and
	Land and
	Buildings
	
	Machinery
	Furniture, fixtures and
	
	
	

	
	improvements
	condominium
	land
	and building
	Leasehold
	and
	office
	Motor
	Assets under
	

	
	for rent
	for rent
	improvements
	improvements
	improvements
	equipment
	equipment
	vehicles
	construction
	Total

	Cost/Revalued amount:
	
	
	
	
	
	
	
	
	
	

	31 December 2009
	544,767,564
	1,164,137,363
	460,150,080
	181,674,958
	47,965,984
	3,251,870,876
	216,011,150
	359,722,445
	81,338,675
	6,307,639,095

	Additions
	-
	-
	-
	2,903,953
	-
	50,947,286
	39,681,927
	4,390,356
	139,067,674
	236,991,196

	Disposals 
	-
	-
	-
	(525,433)
	-
	(208,260,545)
	(7,852,878)
	(29,186,319)
	-
	(245,825,175)

	Transfers 
	60,000
	-
	1,040,650
	53,055,383
	459,455
	15,243,197
	6,260,919
	706,655
	(76,826,259)
	-

	31 December 2010
	544,827,564
	1,164,137,363
	461,190,730
	237,108,861
	48,425,439
	3,109,800,814
	254,101,118
	335,633,137
	143,580,090
	6,298,805,116

	Accumulated depreciation:
	
	
	
	
	
	
	
	
	
	

	31 December 2009
	-
	844,678,992
	-
	114,520,483
	39,489,397
	1,776,133,346
	176,692,638
	309,818,052
	-
	3,261,332,908

	Depreciation
	-
	      13,869,088
	-
	9,701,116
	2,677,914
	341,570,499
	21,895,703
	22,580,464
	-
	412,294,784

	Amortisation of surplus
	-
	   229,956,696
	-
	-
	-
	-
	-
	-
	-
	229,956,696

	Disposals
	-
	                 -
	-
	(282,460)
	-
	(194,570,640)
	(7,335,504)
	(26,704,622)
	-
	(228,893,226)

	Transfers
	-
	-
	-
	-
	(2,345)
	2,345
	-
	-
	-
	-

	31 December 2010
	-
	1,088,504,776
	-
	123,939,139
	42,164,966
	1,923,135,550
	191,252,837
	305,693,894
	-
	3,674,691,162

	Net book value
	
	
	
	
	
	
	
	
	
	

	31 December 2009
	544,767,564
	319,458,371
	460,150,080
	67,154,475
	8,476,587
	1,475,737,530
	39,318,512
	49,904,393
	81,338,675
	3,046,306,187

	31 December 2010
	      544,827,564
	        75,632,587
	461,190,730
	113,169,722
	6,260,473
	1,186,665,264
	62,848,281
	29,939,243
	143,580,090
	2,624,113,954

	Depreciation for the year
	
	
	
	
	
	
	
	

	2009 (Baht 507.8 million included in cost, and the balance in administrative expenses)
	
	
	
	532,510,538

	2010 (Baht 390.3 million included in cost, and the balance in administrative expenses)
	
	
	
	412,294,784

	Net book value (if the assets carried at cost)
	
	
	
	
	
	
	
	
	

	31 December 2009
	99,135,944
	57,804,588
	
	
	
	
	
	
	
	

	31 December 2010
	99,195,944
	43,935,500
	
	
	
	
	
	
	
	


	
	(Unit: Baht)

	
	Separate financial statements

	
	Revaluation basis
	Cost basis

	
	Land and land
	Land and
	Buildings and 
	
	Machinery
	Furniture, fixtures and
	
	
	

	
	improvements
	land
	building
	Leasehold
	and
	office
	Motor
	Assets under
	

	
	for rent
	improvements
	improvements
	improvements
	equipment
	equipment
	vehicles
	construction
	Total

	Cost/Revalued amount
	
	
	
	
	
	
	
	
	

	31 December 2009
	544,767,564
	460,150,080
	169,647,558
	47,965,984
	3,251,870,875
	181,070,555
	353,090,276
	81,338,676
	5,089,901,568

	Additions
	-
	-
	2,903,954
	-
	50,947,286
	40,094,628
	4,390,356
	137,398,409
	235,734,633

	Disposals
	-
	-
	(525,433)
	-
	(208,260,545)
	(7,852,878)
	(28,556,790)
	-
	(245,195,646)

	Transfers 
	60,000
	1,040,650
	53,055,383
	459,455
	15,243,197
	4,591,654
	706,655
	(75,156,994)
	-

	31 December 2010
	544,827,564
	461,190,730
	225,081,462
	48,425,439
	3,109,800,813
	217,903,959
	329,630,497
	143,580,091
	5,080,440,555

	Accumulated depreciation
	
	
	
	
	
	
	
	
	

	31 December 2009
	-
	-
	114,057,510
	39,489,397
	1,776,133,346
	144,301,262
	307,208,104
	-
	2,381,189,619

	Depreciation
	-
	-
	9,099,746
	2,677,914
	341,570,499
	20,832,645
	21,443,099
	-
	395,623,903

	Disposals
	-
	-
	(282,460)
	-
	(194,570,640)
	(7,335,504)
	(26,370,909)
	-
	(228,559,513)

	Transfers
	-
	-
	-
	(2,345)
	2,345
	-
	-
	-
	-

	31 December 2010
	-
	-
	122,874,796
	42,164,966
	1,923,135,550
	157,798,403
	302,280,294
	-
	2,548,254,009

	Net book value
	
	
	
	
	
	
	
	
	

	31 December 2009
	544,767,564
	460,150,080
	55,590,048
	8,476,587
	1,475,737,529
	36,769,293
	45,882,172
	81,338,676
	2,708,711,949

	31 December 2010
	544,827,564
	461,190,730
	102,206,666
	6,260,473
	1,186,665,263
	60,105,556
	27,350,203
	143,580,091
	2,532,186,546

	Depreciation for the year
	
	
	
	
	
	
	
	

	2009 (Baht 493.8 million included in cost, and the balance in administrative expenses)
	
	
	
	
	516,314,589

	2010 (Baht 376.2 million included in cost, and the balance in administrative expenses)
	
	
	
	
	395,623,903

	Net book value (if the assets carried at cost)
	
	
	
	
	
	
	
	

	31 December 2009
	99,135,944
	
	
	
	
	
	
	
	

	31 December 2010
	99,195,944
	
	
	
	
	
	
	
	


A breakdown of property, plant and equipment carried on the revaluation basis and their accumulated depreciation is as follows:

	
	(Unit: Baht)

	
	Consolidated financial statements 

	
	2010
	2009

	
	Land and land improvements for rent
	Land and condominium for rent
	Land and land improvements  for rent
	Land and condominium for rent

	Original cost
	99,195,944
	362,164,193
	99,135,944
	362,164,193

	Surplus from revaluation 
	445,631,620
	801,973,170
	445,631,620
	801,973,170

	Revalued amount
	544,827,564
	1,164,137,363
	544,767,564
	1,164,137,363

	
	
	
	
	

	Accumulated depreciation on original cost
	-
	318,228,693
	-
	304,359,605

	Accumulated depreciation on revaluation surplus
	-
	770,276,083
	-
	540,319,387

	Accumulated depreciation on revalued amount 
	-
	1,088,504,776
	-
	844,678,992


	
	
	(Unit: Baht)

	
	Separate financial statements

	
	Land and improvements for rents

	
	2010
	2009

	Original cost
	99,195,944
	99,135,944

	Surplus from revaluation
	445,631,620
	445,631,620

	Revalued amount
	544,827,564
	544,767,564


In October 2006, the Federation of Accounting Professions issued Notification No. 25/2006 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. The 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 parent would have been presented as following: 

	
	Consolidated financial statements

	
	2010
	2009

	Net income (Million Baht) 
	268
	118

	Earnings per share (Baht per share)
	0.23
	0.10



As at 31 December 2010, certain plant and equipment items have been fully depreciated but are still in use. The gross carrying amount (before deducting accumulated depreciation of those assets) amounted to approximately Baht 1,222.7 million (2009: Baht 733.7 million) (Separate financial statements: Baht 1,191.2 million, 2009: Baht 704.4 million).


As at 31 December 2010, the Company had equipment and vehicles acquired under hire purchase agreement and financial lease agreements, with net book value amounting to approximately Baht 180.6 million (2009: Baht 181.3 million).

15.
Liabilities under hire purchase and finance lease agreements

	




	(Unit: Baht)

	
	Consolidated financial statements/                          Separate financial statements

	
	2010
	2009

	Liabilities under hire purchase and finance lease agreements
	105,864,192
	158,605,024

	Less: Deferred interest expenses
	(5,700,868)
	(11,338,596)

	Total
	100,163,324
	147,266,428

	Less: Portion due within one year
	(77,134,686)
	(76,500,365)

	Liabilities under hire purchase and financial lease agreements - net of current portion
	23,028,638
	70,766,063



The Company has entered into the hire purchase and finance lease agreements with leasing companies for rental of equipment and motor vehicles for use in its operation, whereby it is committed to pay rental on a monthly basis. The terms of the agreements are generally between 3 and 4 years. Such agreements are non-cancelable.


As at 31 December 2010, future minimum lease payments required under the hire purchase and finance lease agreements were as follows:

	 (Unit: Million Baht)

	
	Less than 1 year
	1-4 years
	Total

	Future minimum lease payments
	81
	25
	106

	Deferred interest expenses
	(4)
	(2)
	(6)

	Present value of future minimum lease payments 
	77
	23
	100


16.
Long-term loan and interest payable
	
	(Unit: Baht)

	
	Consolidated financial statements 

	
	2010
	2009

	Other long-term loan
	68,139,709
	67,256,569


During the year, movements of long-term loans were as follow: 

	
	(Unit: Baht)

	
	Consolidated financial statements

	
	Balance as at
	During the year
	Balance as at

	
	1 January 2010
	Increase
	Decrease
	31 December 2010

	Other long-term loan
	67,256,569
	883,140
	-
	68,139,709


Other long-term loan

Other long-term loan from other person of subsidiary is promissory notes repayable at call. The subsidiary expects the lenders not to call for repayment in the near future. In addition, the lender issued representation letters confirming that is not to call for repayment within 1 year starting from the balance sheets dates. Therefore, the loan and interest payable are presented as non-current liabilities in the balance sheets.


The subsidiary has mortgaged its ownership of condominium units for sales amount of Baht 308.7 million as collaterals for the loan from other person. This loan is carrying interest rate at 2.5 percent per annum.

17.
Revaluation surplus
	
	
	(Unit: Baht)

	
	Consolidated              
financial statements
	Separate                      financial statements

	
	2010
	2009
	2010
	2009

	Balance - beginning of year
	621,370,618
	807,814,394
	445,631,620
	445,631,620

	Amortisation of revaluation surplus of    a subsidiary (proportionate to             the Company’s investment)
	(175,738,998)
	(186,443,776)
	-
	-

	Balance - end of year
	445,631,620
	621,370,618
	445,631,620
	445,631,620



The revaluation surplus can neither be offset against retained deficit nor used for dividend payment.
18.
Statutory reserve

Pursuant to Section 116 of the Public Limited Companies Act B.E. 2535, the Company is required to set aside to a statutory reserve at least 5 percent of its net income after deducting accumulated deficit brought forward (if any), until the reserve reaches 10 percent of the registered capital. The statutory reserve is not available for dividend distribution.
19.
Expenses by nature

Significant expenses by nature are as follow:

	
	
	(Unit: Baht)

	
	Consolidated 

financial statements
	Separate 

financial statements

	
	2010
	2009
	2010
	2009

	Salary and wages and other employee benefits
	1,935,637,103
	2,454,296,501
	1,925,431,031
	2,444,334,928

	Depreciation
	412,294,784
	532,510,538
	395,623,903
	516,314,589

	Rental expenses from operating lease agreements
	316,502,117
	338,863,445
	316,502,117
	338,863,445

	Construction materials and subcontractors
	5,453,692,463
	7,780,774,493
	5,300,572,414
	7,689,483,415


20.
Corporate income tax

The Company is not liable to corporate income tax for the year due to tax loss brought forward.

21.
Earnings per share


Basic earnings per share is calculated by dividing the net income for the year by the weighted average number of ordinary shares in issue during the year.
22.
Share capital / Share premium

 
On 22 April 2009, the Annual General Shareholders’ Meeting of the Company approved the following significant resolutions:

22.1
Reduce share capital by canceling 164,041,381 ordinary shares with a par value of Baht 1 each reserved for the exercise of warrants, because no warrant holders have exercised their rights and the warrants have now expired.

 
Therefore, the Company’s registered capital is reduced to Baht 1,186,208,619 (1,186,208,619 ordinary shares with a par value of Baht 1 each) and the Company registered such reduction of shares with the Ministry of Commerce.

22.2
Transfer Baht 103.0 million from the statutory reserve and Baht 1,222.5 million from share premium to offset the Company’s deficit.

23. 
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.
24.
Contracts in progress


As at 31 December 2010, the Company had aggregate amount of construction cost incurred and recognised profits or losses to date for contracts in progress was approximately Baht 35,836 million (2009: Baht 39,707 million) and had gross amounts due from customers for contracts in progress was approximately baht 2,759 million (2009: Baht 1,716 million).
25.
Segment information


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 years 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.
26.
Provident fund


The Company, its subsidiaries and its employees have jointly established a provident fund in accordance with the Provident Fund Act B.E. 2530. Employees, the Company and its subsidiaries contributed to the fund monthly at the rate of 3-5 percent of basic salaries. The fund, which is managed by BOA Asset Management Company Limited, will be paid to employees upon termination in accordance with the fund rules. During the year 2010, the Company and its subsidiaries contributed Baht 15.6 million (2009: Baht 14.6 million) to the fund.   
27.
Credit facilities


As at 31 December 2010 and 2009, the credit facilities of the Company and subsidiaries granted by financial institutions were secured by the guarantees and mortgages/pledges of the assets listed below.

1.
Fixed deposits totaling Baht 113.2 million (2009: Baht 113.2 million).

2.
9.3 million shares of HTR Corporation Limited (2009: 9.3 million shares).

3.
Pledge of the Company’s land with net book value of Baht 717 million (2009: Baht 717 million).

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 31 December 2010, the balance of the accounts receivable under the right transfer agreement was Baht 142 million (2009: Baht 416 million).

28. 
Commitments and contingent liabilities

28.1
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 31 December 2010, future minimum lease payments required under these non-cancellable operating leases contracts were as follows.

	Payable within:
	Million Baht
	

	2011
	2.6
	

	2012
	2.6
	

	2013 to 2015
	5.7
	


28.2
Guarantees

As at 31 December 2010, there were outstanding bank guarantees of approximately Baht 14,260 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
	3,817

	Advance and retention bonds
	4,175

	Others
	6,268

	
	14,260


28.3
Litigation
The Company has been sued for compensation totaling approximately Baht 109 million. In most of such cases the Company is accused of breaches of hire of work contracts. 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.

29.
Financial instruments
29.1
Financial risk management


The Company’s financial instruments, as defined under Thai Accounting Standard No. 107 “Financial Instruments: Disclosure and Presentations”, principally comprise as follow.

	Financial assets
	Financial liabilities

	-  Cash and cash equivalents
	-  Trade accounts payable

	-  Trade accounts receivable 
	-  Unbilled payable

	 -  Unbilled receivables
	-  Hire purchase creditors and financial leases payable

	-  Retention receivable
	-  Long-term loans 

	-  Loans
	

	
	


The financial risks associated with these financial instruments and how they are managed is described below.

Credit risk

The Company and its subsidiaries are exposed to credit risk primarily with respect to construction receivables and loans. However, due to their prudent credit policy, most of their customers being government agencies, and their close follow up of debt, analysing financial position on an ongoing basis, the Company and subsidiaries do not anticipate material losses from their debt collection in excess of those for which provision has already been set aside.
Interest rate risk

The Company and its subsidiaries’ exposure to interest rate risk relates primarily to its cash at banks, loans to, long-term loans, hire purchase creditor and financial lease payable which are subject to interest. However, since most of the Company and its subsidiaries’ financial assets and liabilities bear floating interest rates which fluctuate in line with market interest rates or fixed interest rates which will be due within a short period, the interest rate risk is expected to be minimal.

Significant financial assets and liabilities as at 31 December 2010 classified by type of interest rate are summarised in the table below, with those financial assets and liabilities that carry fixed interest rates further classified based on maturity, or the repricing date, if this occures before the maturity date.
	
	Consolidated financial statements 

	
	
	
	(Unit: Million)

	
	
	Fixed interest rates
	
	
	

	
	
	Within
	Over
	Floating
	Non-interest
	

	
	Interest rate
	1 year
	1 year
	interest rate
	bearing
	Total 

	
	(% p.a.)
	

	Financial Assets
	
	
	
	
	
	

	Cash and cash equivalents 
	0.25-2.00
	450
	-
	1,595
	12
	2,057

	Trade accounts receivable
	-
	-
	-
	-
	959
	959

	Unbilled receivables
	-
	-
	-
	-
	1,965
	1,965

	Retention receivables
	-
	-
	-
	-
	182
	182

	Short-term loans to other companies
	Note 9
	53
	-
	-
	-
	53

	Loan to related party
	Note 8 
	1
	6
	-
	-
	7

	
	
	504
	6
	1,595
	3,118
	5,223

	Financial Liabilities
	
	
	
	
	
	

	Trade accounts payable
	-
	-
	-
	-
	1,402
	1,402

	Unbilled payable
	-
	-
	-
	-
	1,771
	1,771

	Hire purchase creditors and financial leases payable
	4.80-7.69
	77
	23
	-
	-
	100

	Long-term loans
	2.50
	-
	68
	-
	-
	68

	
	
	77
	91
	-
	3,173
	3,341


	
	Separate financial statements 

	
	
	
	(Unit: Million)

	
	
	Fixed interest rates
	
	
	

	
	
	Within
	Over
	Floating
	Non-interest
	

	
	Interest rate
	1 year
	1 year
	interest rate
	bearing
	Total 

	
	(% p.a.)
	

	Financial Assets
	
	
	
	
	
	

	Cash and cash equivalents 
	0.25-2.00
	450
	-
	1,526
	12
	1,988

	Trade accounts receivable
	-
	-
	-
	-
	981
	981

	Unbilled receivables
	-
	-
	-
	-
	1,716
	1,716

	Retention receivables
	-
	-
	-
	-
	182
	182

	Loan to related party
	Note 8
	-
	-
	196
	-
	196

	
	
	450
	-
	1,722
	2,891
	5,063

	Financial Liabilities
	
	
	
	
	
	

	Trade accounts payable
	-
	-
	-
	-
	1,400
	1,400

	Unbilled payable
	-
	-
	-
	-
	1,525
	1,525

	Hire purchase creditors and financial leases payable
	4.80-7.69
	77
	23
	-
	-
	100

	
	
	77
	23
	-
	2,925
	3,025


Foreign currency risk

Foreign currency risk is the risk that the value of a financial instrument will fluctuate because of changes in foreign exchange rates.

The Company and its subsidiaries’ exposure to foreign currency risk is limited since the majority of business transactions are denominated in Thai Baht.

29.2
Fair value of financial instruments 



Since the majority of the Company and its subsidiaries’ financial instruments are short-term in nature. Loans given to and loans from others mostly bear floating interest rates. Majority of loans bear fixed interest rate are going to due within 2 years. Fair value is not expected to be materially different from the amounts presented in the balance sheets. 



A fair value is the amount for which an asset can be exchanged or a liability settled between knowledgeable, willing parties in an arm’s length transaction. The fair value is determined by reference to the market price of the financial instrument or by using an appropriate valuation technique, depending on the nature of the instrument.

30.
Capital management


The primary objectives of the Company’s capital management is to ensure that it has an appropriate financing structure and preserves the ability to continue its business as a going concern. 


According to the balance sheet as at 31 December 2010, the Group's debt-to-equity ratio was 1.23:1 (2009: 0.95:1) and the Company's was 1.18:1 (2009: 0.98:1).
31.
Approval of financial statements

These financial statements were authorised for issue by the Company’s authorised directors on 15 February 2011.
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