(Unaudited but reviewed)


Sino-Thai Engineering and Construction Public Company Limited

and its subsidiaries

Notes to consolidated interim financial statements

For the three-month period ended 31 March 2012
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. The registered office of the Company is 32/59-32/60, Sino-Thai Tower, Sukhumvit 21 Road, Klongtoey-Nua, Wattana, Bangkok.

1.2
Basis for the preparation of interim financial statements

These interim financial statements are prepared in accordance with Accounting Standard No. 34 (revised 2009) "Interim Financial Reporting", with the Company choosing to present condensed interim financial statements. However, the Company has presented the statements of financial position, income statement, comprehensive 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 
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 2011, with no changes in the shareholding structure of the subsidiaries during the period.

 
The financial statements of STAS joint venture which included in the consolidated financial statements in proportion to the investment in joint venture reflected total assets as at 31 March 2012 of Baht 902 million, total revenues and profit for the three-month period ended 31 March 2012 of Baht 73 million and Baht 0.5 million, respectively. The financial statements of such joint venture were reviewed by its auditor. 

1.4 
New accounting standard not yet effective


During the current period, the Federation of Accounting Professions issued new Financial Reporting Standards No. 8 "Operating Segments" that is effective for fiscal years beginning on or after 1 January 2013.


The management of the Company and its subsidiaries believe that the above financial reporting standard will not has any significant impact on the financial statements when it is initially applied.

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 2011.

2. 
Related party transactions

 
During the period, 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)

	
	For the three-month periods ended 31 March


	
	Consolidated                   financial statements
	Separate                            financial statements

	
	2012
	2011
	2012
	2011

	Transactions with subsidiary companies
	
	
	
	

	  (eliminated from the consolidated financial statements)
	
	
	
	

	   Construction income
	-
	-
	17
	73

	   Interest income
	-
	-
	2
	3

	   Rental expenses
	-
	-
	3
	3

	Transactions with associated company
	
	
	
	

	   Project consulting income
	28
	-
	28
	-

	Transactions with joint venture 
	
	
	
	

	   Project consulting income
	10
	-
	25
	-

	Transactions with related companies
	
	
	
	

	   Other income
	2
	1
	2
	1

	   Cost of construction
	3
	2
	3
	2


As at 31 March 2012 and 31 December 2011, the balances of accounts between the Company and those related companies are as follows:
	(Unit: Thousand Baht)

	
	Consolidated                  financial statements
	Separate                          financial statements

	
	31 March 2012
	31 December 2011
	31 March 2012
	31 December 2011

	
	
	(Audited)
	
	(Audited)

	Assets
	
	
	
	

	Trade receivables - related parties (Note 5)
	
	
	
	

	Subsidiaries
	-
	-
	  34,492
	32,945

	Associated companies
	48,471
	58,966
	       48,471
	58,966

	Joint venture
	40,092
	33,959
	       88,424
	73,042

	Related companies (related by common director)
	19,116
	19,112
	       19,110
	19,108

	Total
	107,679
	112,037
	190,497
	184,061

	Less: Allowance for doubtful debts
	(29,203)
	(29,203)
	(38,774)
	(38,774)

	Net
	78,476
	82,834
	151,723
	145,287

	Unbilled receivables
	
	
	
	

	Subsidiary
	-
	-
	153,045
	164,525

	Total
	-
	-
	153,045
	164,525

	Retention receivables
	
	
	
	

	Subsidiary
	-
	-
	5,831
	9,548

	Total
	-
	-
	5,831
	9,548

	Short-term loans to related party
	
	
	
	

	Related company (related by venturer in joint venture)
	40,531
	21,489
	-
	-

	Total
	40,531
	21,489
	-
	-

	Loans to related parties
	
	
	
	

	Subsidiary
	-
	-
	158,000
	158,000

	Related companies (related by common director)
	6,409
	6,606
	-
	-

	Total
	6,409
	6,606
	158,000
	158,000

	Liabilities
	
	
	
	

	Trade and other payables - related parties (Note 9)
	
	
	
	

	Subsidiary
	-
	-
	18
	18

	 Related companies (related by common director)
	971
	449
	971
	449

	Total
	971
	449
	989
	467

	Advances received from construction contracts
	
	
	
	

	Subsidiary
	-
	-
	20,847
	25,122

	Total
	-
	-
	20,847
	25,122


During the three-month period ended 31 March 2012, movements of short-term loans and 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 2012
	Increase
	Decrease
	31 March 2012

	Short-term loans to related party

A.S. Associated Engineering   (1964) Company Limited
	Venturer in joint venture
	21,489
	56,250
	(37,208)
	40,531

	Loan to related party
	
	
	
	
	

	Sino-Thai Tower  Condominium Juristic Person
	Related party
	6,606
	-
	(197)
	6,409

	
	
	
	
	
	

	(Unit: Thousand Baht)

	
	Separate financial statements

	
	
	Balance as at
	During the period
	Balance as at

	
	Relationship
	1 January 2012
	Increase
	Decrease
	31 March 2012

	Loan to related party
	
	
	
	
	

	HTR Corporation Limited
	Subsidiary
	158,000
	-
	-
	158,000


Short-term loans to A.S. Associated Engineering (1964) Company Limited

Loan to A.S. Associated Engineering (1964) Company Limited represents the loan of a venture due for repayment at call and carrying interest at the rate of 7.25 percent 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. 

3.
Cash and cash equivalents

	
	
	(Unit: Thousand Baht)

	
	Consolidated financial statements
	Separate financial statements

	
	31 March 

2012
	31 December 2011
	31 March 

2012
	31 December 2011

	
	
	(Audited)
	
	(Audited)

	Cash and bank deposits
	182,348
	182,951
	159,090
	144,593

	Unit trusts
	988,496
	565,279
	950,000
	512,028

	Bills of exchange
	750,000
	100,000
	750,000
	100,000

	Total
	1,920,844
	848,230
	1,859,090
	756,621



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

4.
Current investments

	


	(Unit: Thousand Baht)

	
	Consolidated/                                       Separate financial statements

	
	31 March 2012
	31 December 2011

	
	
	(Audited)

	Bank deposits
	1,567,401
	302,245

	
	
	

	Promissory note and bills of exchange
	1,590,000
	2,010,000

	
	
	

	Investments in trading securities at fair value
	
	

	Bank of Thailand bonds
	47,071
	49,188

	Financial institution debt securities
	154,618
	159,451

	Private sector debt securities
	200,770
	138,428

	
	402,459
	347,067

	Total current investments
	3,559,860
	2,659,312


5.
Trade receivables
	
	
	(Unit: Thousand Baht)

	
	Consolidated financial statements
	Separate financial statements

	
	31 March 

2012
	31 December 2011
	31 March 

2012
	31 December 2011

	
	
	(Audited)
	
	(Audited)

	Trade receivables - unrelated parties
	
	
	
	

	Aged on the basis of due dates
	
	
	
	

	Not yet due
	619,001
	1,666,166
	556,730
	1,630,493

	Past due
	
	
	
	

	
Up to 4 months
	165,999
	392,913
	102,961
	320,970

	 
5 - 12 months
	2,750
	2,629
	2,750
	2,629

	
Over 12 months
	107,495
	111,577
	107,488
	111,570

	Total
	895,245
	2,173,285
	769,929
	2,065,662

	Less: Allowance for doubtful debts
	(68,226)
	(72,308)
	(68,226)
	(72,308)

	Total trade receivables - unrelated parties, net
	827,019
	2,100,977
	701,703
	1,993,354

	
	
	
	
	

	Trade receivables - related parties (Note 2)
	
	
	
	

	Aged on the basis of due dates
	
	
	
	

	Not yet due
	15,533
	13,604
	22,628
	40,445

	Past due
	
	
	
	

	
Up to 4 months
	51,743
	54,400
	100,429
	76,727

	 
5 - 12 months
	11,070
	14,296
	28,503
	24,205

	
Over 12 months
	29,333
	29,737
	38,937
	42,684

	Total
	107,679
	112,037
	190,497
	184,061

	Less: Allowance for doubtful debts
	(29,203)
	(29,203)
	(38,774)
	(38,774)

	Total trade receivables - related parties, net
	78,476
	82,834
	151,723
	145,287

	Total trade receivables- net
	905,495
	2,183,811
	853,426
	2,138,641


6.
Investments in subsidiaries
 
Detail of investments in subsidiaries as presented in separate financial statements are as follows:
	(Unit: Thousand Baht)

	Company’s name
	Paid-up capital
	Shareholding percentage
	Cost

	
	31 March
	31 December 
	31 March
	31 December 
	31 March
	31 December 

	
	2012
	2011
	2012
	2011
	2012
	2011

	
	(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
	Nature of business
	Country of incorporation
	Shareholding percentage
	Cost
	Carrying amounts based on equity method

	
	
	
	31 March 2012
	31 December 2011
	31 March 2012
	31 December 2011
	31 March 2012
	31 December 2011

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

	ASST Joint Venture1
	Construction
	Thailand
	45
	45
	-
	-
	15,043
	11,227

	DKK Sino-Thai Engineering Company Limited
	Telecommunication and transmission lines installation
	Thailand
	35
	35
	2,800
	2,800
	112,800
	111,308

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

	S T F M Company Limited
	Produce of cable lines but has ceased operation
	Thailand
	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
	127,843
	122,535


1.
The Company entered into a memorandum of agreement granting authority to venturer in joint venture to govern the financial and operating policies of the entity, whereby the Company will not take risk of loss that may occur in the future. However, the Company has representatives in the executive board. Therefore, the Company treats the ASST Joint Venture as an associated company.
	
	 (Unit: Thousand 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

	
	
	
	31 March
	31 December
	31 March
	31 December
	31 March
	31 December
	31 March
	31 December

	
	
	
	2012
	2011
	2012
	2011
	2012
	2011
	2012
	2011

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

	DKK Sino-Thai Engineering Company Limited
	Telecommunication and transmission lines installation
	Thailand
	35
	35
	2,800
	2,800
	-
	-
	2,800
	2,800

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

	S T F M Company Limited


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

	Total
	
	
	
	
	21,450
	21,450
	(18,650)
	(18,650)
	2,800
	2,800


During the period, the Company has recognised its share of profit/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 profit (loss) from investments in associates during the three-month periods ended 31 March
	Dividend received 

during the three-month  periods ended 31 March

	
	2012
	2011
	2012
	2011

	ASST Joint Venture
	3,816
	-
	-
	-

	DKK Sino-Thai Engineering Company Limited
	1,493
	(4,852)
	-
	-

	Total
	5,309
	(4,852)
	-
	-



Share of profit/loss of DKK Sino-Thai Engineering Company Limited was determined based on the financial statements prepared by its managements and not reviewed by its auditor. The Company believes that the value of the investments would not significantly differ if the financial statements had been reviewed by auditor. The financial statements of ASST Joint Venture were reviewed by its auditor.
8.
Property, plant and equipment

Movements of the property, plant and equipment accounts during the three-month period ended 31 March 2012 are summarised below.

	
	(Unit: Thousand Baht)

	
	Consolidated 

financial statements
	Separate 

financial statements

	Net book value as at 1 January 2012
	2,073,835
	2,037,085

	Acquisitions during period
	73,935
	73,209

	Depreciation for period
	(94,672)
	(92,843)

	Disposals during period - net book value
	(8,055)
	(8,055)

	Net book value as at 31 March 2012
	2,045,043
	2,009,396


9. 
Trade and other payables

	



	
	(Unit: Thousand Baht)

	
	Consolidated 

financial statements
	Separate 

financial statements

	
	31 March 2012
	31 December 2011
	31 March 2012
	31 December 2011

	
	
	(Audited)
	
	(Audited)

	Trade payables - related parties (Note 2)
	971
	449
	989
	467

	Trade payables - unrelated parties
	2,400,150
	2,110,758
	1,869,625
	1,674,868

	Accrued expenses
	102,710
	42,932
	92,298
	32,125

	Total trade and other payables 
	2,503,831
	2,154,139
	1,962,912
	1,707,460


10.
Hire purchase creditors and financial lease payables
	
	(Unit: Thousand Baht)

	
	Consolidated / Separate 

financial statements

	
	31 March 2012
	31 December 2011

	
	
	(Audited)

	Hire purchase creditors and financial lease payables
	190,490
	175,462

	Less: Deferred interest expenses 
	(13,646)
	(12,680)

	Total
	176,844
	162,782

	Less: Portion due within one year 
	(55,016)
	(48,344)

	Hire purchase creditors and financial lease payables - net of current portion
	121,828
	114,438


Movements in the hire purchase creditors and financial lease payable accounts during the three-month period ended 31 March 2012 for consolidated and separate financial statements are summarised below.
	(Unit: Thousand Baht)

	
	Amount

	Balance as at 1 January 2012
	162,782

	Add: Increase in hire purchase creditors and financial lease payables during the period
	26,560

	Less: Payments of hire purchase creditors and financial lease payables
	(12,498)

	Balance as at 31 March 2012
	176,844


11.
Loan and interest payable
This is a loan from other person of subsidiary which represents the loan in form of promissory notes repayable at call. This loan is carrying interest rate at 1.5 percent per annum. 
However, during the year 2011, the subsidiary received document from the lenders, requiring it to make full repayment within November 2011. In January 2012, such subsidiary entered into a debt composition agreement with the lender, whereby it agreed to pay the debt in monthly installments of Baht 500,000 each until full settlement is made, with the first installment due in February 2012.

The subsidiary has mortgaged its ownership of condominium units for sales amount of Baht 309 million as collaterals for such loan. 
During the period, movements of loan and interest payable were as follow: 

	 (Unit: Thousand Baht)

	
	Consolidated financial statements

	
	Balance as at
	During the period
	Balance as at

	
	1 January 2012
	Increase
	Decrease
	31 March 2012

	Loan and interest payable
	69,023
	-
	(1,000)
	68,023


12.
Corporate income tax

Interim corporate income tax were calculated on profit before income tax for the periods, after adding back expenses and deducting income which are disallowable for tax computation purposes and deducting tax loss brought forward from the previous years, using the estimated effective tax rate for the year.

13.
Contracts in progress


As at 31 March 2012, the Company had aggregate amount of construction cost incurred and recognised profits or losses to date for contracts in progress was approximately Baht 24,639 million and had gross amounts due from customers for contracts in progress was approximately Baht 2,638 million.
14.
Financial derivatives

The outstanding balances of the Company’s financial assets denominated in foreign currency as at 31 March 2012 are summarised below.
	Consolidated / Separate financial statements

	Foreign currency
	Financial assets
	Exchange rate as at 31 March 2012

	
	(Million)
	(Baht per 1 foreign currency unit)

	US dollar
	                       5
	30.6977


As at 31 March 2012, the Company had outstanding sell forward exchange contract in order to hedge the foreign currency risk as follows:
	Consolidated / Separate financial statements

	Foreign currency
	Amount
	Contractual exchange rate

	
	(Million)
	

	US Dollar
	4
	31.2850  Baht per US dollar


15.
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 three-month periods ended 31 March 2012 and 2011, 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

 
As at 31 March 2012, the credit facilities of the Company and its subsidiaries, granted  by financial institutions were secured by the guarantees and mortgages/pledges of the assets listed below.
1. 9 million shares of HTR Corporation Limited.
2. Pledge of the Company’s investment property of Baht 723 million.
3. Pledge of the Company’s land with net book of Baht 172 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 March 2012, the balance of the accounts receivable under the right transfer agreement was Baht 262 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 terms of the agreement are 2-5 years.

As at 31 March 2012, future minimum lease payments required under these                       non-cancellable operating leases contracts were as follows.
	Payable within the year:
	Million Baht

	2012
	  5

	2013
	  7

	2014 to 2016
	13


17.2
Guarantees


As at 31 March 2012, there were outstanding bank guarantees of approximately Baht 14,759 million (Separate financial statements: Baht 14,137 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.
	(Unit: Million Baht)

	
	Consolidated                                             financial statements
	Separate         financial statements

	Performance bonds
	5,158
	4,991

	Advance and retention bonds
	5,620
	5,255

	Others
	3,981
	3,891

	Total
	14,759
	14,137


17.3
Litigation

 
The Company has been sued for compensation totaling approximately Baht 245 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.
Subsequent Events


On 19 April 2012, the Annual General Meeting of the Company’s shareholders passed a resolution approving the payment of a dividend of Baht 0.55 per share to the Company’s shareholders from the Company's profit for the year 2011, a total of Baht 652 million. The dividend will be paid in May 2012.
19.
Approval of interim financial statements
 
These interim financial statements were authorised for issue by the Company’s authorised directors on 9 May 2012.
13

