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daiqumamsidu Financial Highlights

WYL : 814019 (in Million Baht)

*

*

*

918113 (Transactions)

g'mzvn\mﬁlﬁu (Financial Status)

Teléiean (Total Revenues)
enlfa1e8393 (Total Operating Expenses)
mls 15 (Net Profit)

“unswisiun (Total Assets)

Wil " 1373 (Total Liabilities)

A

32 megfiaviu (Total Shareholders’ Equity)

nuaanzidew (Share Capital Registered)

nw?‘iaaﬂl,mzl,%ﬂﬂ"ﬁ”ml,t,ﬁ's (Share Capital Paid Up)
- #iu 15y 165,000,000 ¥iu yad#uaz 1 U

(165,000,000 Ordinary Shares at par of 1 baht)
N3k Wi @AINAANTINGLHAWIIW Cash Flows from Operating Activities
N3zl W1 AaINNanIInasmu Cash Flows from Investing Activities
N3zl Wi @ANAANTINAARINY Cash Flows from Financing Activities
WY ALAZIIEMTASULNEY ﬂLﬁan(aﬂaq) o

Net Increase in Cash and Cash Equivalent

daarils 3 Net Profit Margin (%)

dnTIWARBLUNUENaYU Return on Shareholders’ Equity (%)
A INanaLLNUaIN " UNnSWEM Return on Total Assets (%)
DRI TN UITUNEA Dividend Paid (%)

s (enu) nidadu (um) Earnings Per Share (Baht)
1291 Number of Shares

yas1%ufinal3 Par Value (Baht)

808.03
749.22

36.06
718.06
439.45

278.61

165.00
(49.14)
(174.35)

215.26

(8.26)

8091 "2UN19nN13W8% (Financial Ratio)

4.46

21.85

5.02

68.64

0.22
165,000,000

1

1,039.48
1,002.28
15.16
827.11
551.50

275.62

165.00
(14.71)
(92.48)

108.78

1:59

1.50
5.47
1.83
119.72
0.09

165,000,000
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Message from President

In 2006, Thailand was faced a lot of problems which all effect to overall economic of the country.
Moreover, crude oil price in the global market has been increased and fluctuated along the year which
effected to the company’s costs both direct and indirect way.

While the company still find a lot of opportunities to expand the market. There are several famous
customers around the world are interested in our products. In addition, the existing customers could expand
their markets by that they need more of our products to support which made our total sales revenue
increased from previous year 28.64 percent. Where as the company will be able to close the deal with new, yet
high, effective customers with in the year 2007.

Since trend of demand on our products will be increasing dramatically in year 2007 while the
company’s capacity still low which could not support of the said increasing. The company needed to invest
more in order to be prepared and ready for supporting the demand.

From all of the above reasons, had directed impacted to the company’s financial performance of this
year to be seen lower than the year before. Nevertheless, the year 2007 is quite prosperous year for CIG
which is well prepared from last year in term of production capacity and so on, inclusive of human resource.
With the trend of demand for the products is increasing, |, personally, trust that the company’s financial
performance will be absolutely better.

However, the company alone could not be success as wish unless getting support from investors,
shareholders, business alliances, patronage customers, company executives and staffs. | on behalf of the
Board of Directors would like to thank you all above for always support and trust in our company. | do hope

we would continue getting support from you all in the future.

Mr. Aree Poomsanoh

President
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Mr. Aree Poomsanoh Mr.Taweesak Wangkorkiat Mr. Vorapol Socatiyanurak
President Vice President Independent Director and Chairman of the
Audit Committee
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Director Independent Director and Audit
Committee
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laso $wsdldupousen (Corporate Income Structure)

lass Swuneldvesuisnazniie U 2547 - 2549 1wnan qulddedaludl

U 2547 1l 2548 1 2549
Year 2004 Year 2005 Year 2006
Auum | Feway | Awmuwm | Fewar | A wum | Jesaz
Million Baht % Million Baht % Million Baht %
1. elFannisane
Sales Revenue
lutsziner (Domestic)
- aondLin 11455 | 1879 153.88 | 19.04 155.85 | 14.99
Evaporator coil
- aasdYau 223.56 36.68 263.62 32.62 367.90 35.39
Condenser coil
- ﬂaﬂéﬁ%ﬁu 74.62 12.24 116.60 14.43 220.87 21.25
Chilled water coil
Tnganslulszne 412.74 67.71 534.10 66.10 744.62 71.63
Total domestic sales
aglszne (International)
- aasdlfu 57.59 9.45 67.22 8.32 49.42 475
Evaporator coil
- AREl3au 75.31 12.36 102.11 12.64 104.98 10.10
Condenser coil
- aoudthudu 1797 | 2.95 40.91 5.06 5048 | 4.86
Chilled water coil
TINYDAVIANU TN 150.88 24.76 210.24 26.02 204.88 19.71
Total international sales
Tunaldannnisang 563.62 92.47 744.34 92.11 949.50 91.34
Total Sales
2. MeldafivineimnTam 2210 3.63 33.50 414 59.06 5.68
Engineering consulting fee
3. MelEsug 2376 3.90 30.21 3.74 30.92 2.97
Other revenues
I ﬂvlé'ﬁg\‘mu@ 609.48 100.00 808.05 100.00 1,039.48 100.00
S Total revenue )

wELg (Remarks): *** Telddug Usznaudae aldannisaneersy 9 Ruzawraaldae vaan nlsandasuaniUfsn

X o < W
ADNLUETY LU

Other incomes consisted of income of selling equipment scrape, compensation from export, profit

obtained from exchange rate, interest etc.

CC . | . Group Public Company Limited
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Message from the Chairman of the Audit Committee

In 2006, The Audit Committee of the company is comprised of 3 independent people: Dr. Vorapol

Socatiyanuraksa who is the Chairman of the Audit Committee, Mr. Chatree Ratanawong, and Mr. Supasak

Chirasavinuprapand who are the Audit Committee members and Mrs. Em-orn Chotiyaputta who is a secretary.

The scope of responsibility and duty of the Audit Committee is to abide by the rules, regulations, and approval

of the Board of Directors.

The Audit Committee has attended the meeting 4 times with management team, internal auditor, and

company auditor. The activities are concluded as follow:

1.

Review balance sheet quarterly and annually and then comment on financial transaction, conflict of
interest transaction. The information disclosure has been done properly and accurately as per the
certified accounting system and the requirement of the information disclosure.

Consider and approve the operation scope, annual audit plan, and also provide suitable manpower and
also consider the operational report and the independent of the internal audit office.

Review and follow up if the problem has been resolved within the time frame given as agreed in the
meeting.

Meet with the concerned executives, auditor, and internal audit and provide useful suggestion to the
management team who will later develop and implement the suggestion properly.

Provide internal control system as well as internal audit to the company properly and efficiently to be in
the standard of internal audit set forth.

Allow the company to abide by SET regulations, laws or concerned business laws.

Give an opinion in considering, selecting, setting the remuneration, and appointing the company auditor

and propose to Board of Directors for further consideration in the Annual General Meeting.

TR

Mr. Vorapol Socatiyanuraksa

Chairman of the Audit Committee

CC . | . Group Public Company Limited
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Management Discussion & Analysis

The total revenue of the annual period ended December 31%, 2006 compared with the one ended
December 31%, 2005 was increasing to 231.44 million baht. Such increase was occurred from the main
customers and new customer’s order plus the selling price was adjusted up. The overall pictures of the
company revenue were increased to 28.64%.

While the company expenses as of the annual accounting period ended December 31%, 2006 (before
the interest paid and the income tax) compared with the one ended December 31%, 2005 was increasing
253.06 million baht or 33.78%. The ended of year 2005 and 2006 were 749.22 million baht and 1,002.28 million
baht respectively The company expenses at the increased expense was occurred from the higher production
cost due to continuously increase of raw material price.

The expense in sales and administration was increased from 73.13 million baht as of annual accounting
period ended December 31%, 2005 to 82.69 million baht at the end of 2006 which was increased by 13.07%
as there were some expenses such as director remuneration, professional fee, and provision of doubtful
account and loss on exchange rate account totally 11.51 million baht. However the said expense as of annual
accounting period ended December 31, 2006 was 1,002.28 million baht.

The company’s total asset as of December 31%, 2006 was 827.11 million baht compare with the same
period in 2005 which was equal to 718.06 million baht, increasing by 15.19% due to the investment on land,
building, and equipment to support the expansion of production capacity plus the increase of current asset in
account receivable and inventory.

The company total liabilites as of December 31%, 2005 was equal to 439.45 million baht, annual
accounting period ended December 31%, 2006 was 551.50 million baht, increasing by 25.50% Such increase
was occurred from trade accounts payable for purchase raw material to support the expansion of production
capacity plus.

The company cash flow as of December 31%, 2006 had shown that the company has net cash flow form
operation equal to (14.71) million baht. Most of the cash were utilized as the working capital in trade accounts
payable, account receivable and the increased inventory. In terms of an investment activity, the company
purchased land, machines, and equipments to expand the production capacity. The company had spent on this
activity for (92.48) million baht. As for the fund raising activity the company got approved from financial institutes
about 139.30 million baht for both short term and long term loan. While the company paid for short term loans
and long term loans at amount of 36.96 million baht and for dividen 18.15 million baht. Therefore, the total was
equal to cash on hand (from fund raising activity) 108.79 million baht. From this, cash and transaction equivalent

to cash of the company was increased 1.59 million baht from previous year at the end of year 2006

CC . | . Group Public Company Limited
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Company History and Development

C. I Group Public Company Limited was registered on 10 April 2003 with the initial capital of 94 million

baht due to the merge between C.I. Group Co., Ltd and Heat Interchange Co., Ltd whose major shares are

from the group of Poomsanoh and Wangkorkiat. The major business is to supply the Evaporator Coil, Condenser

Coil and Chilled Water Coil which are the parts of air conditioning, refrigerant, and other heat exchangers to

sell locally and internationally.

The important change and development of the business and management administration of the company

in the past are as details follow:

Year

Important events

1998

Awarded the standard accreditation for quality ISO 9002:1994

Increased registered capital and paid in capital of 65 million baht to 90 million baht in
order to bring such capital to purchase new machines to increase production capability
and working capital.

Receive approval from Department of Export Promotion to use “Product of Thailand”
brand (Thailand’s Brand) which shows the quality of the company product.

Export the coil to foreign countries i.e. Malaysia, Sweden, and Canada etc.

Received the award of the best quality in air conditioning parts from Trane (Thailand)

Company Limited.

2000

Hired the American experts whose experience is in coil manufacturing industry as a
company consultant to develop and upgrade the production technology.

The company product had been awarded the standard accreditation of quality from the
Canadian Standards Association (“CSA”) at the level of high pressure not exceeding 420
PSI (Pound Per Square Inch) which expand the company product to foreign market such
as Canada.

Received the Golden Award for best supplier of air-conditioning parts from Trane (Thailand)
Company Limited.

Received the certificate from the Department of Industrial Factory for project participation
of “Ozone Depleting Substance Phaseout” in cancellation the usage of Chlorofluorocarbons

(CFC) for all steps of production process.

2002

Received the US standard accreditation of quality from Underwriters Laboratories Inc.
(“UL") at the level of high pressure not exceeding 500 PSI. With this award received the
company was expanded its market to USA.

Received award of the Best Supplier from Trane (Thailand) Company Limited.
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Year Important events
2003 * Received the award of standard accreditation of quality ISO 9001:2000

 Merged with Heat Interchange Company Limited and registered to new company with paid
off capital for 94 million baht.

e Evaluated by Trane (Thailand) Co., Ltd with best score among suppliers of air-conditioning
parts regarding product quality, prompt delivery, product price, service including its safety.

¢ Increased the registered capital from 94 million baht to 120 million baht by proposing to sell
normal share of 260,000 shares at par value of 100 baht each to existing shareholder
proportionally.

2004 * Received the US standard accreditation of quality from Underwriters Laboratories Inc. (“UL")
at the level of high pressure not exceeding 540 PSI of all product models.

« Transformed to public company and change the price of par value of 100 baht to par value
of 1 baht and also increased the registered capital from 120 million baht to 165 million baht
by issuing the ordinary share of 45 million shares of which 41 million shares sold to public
and 4 million shares sold to directors and employee, and then brought the company
ordinary share to register in MAI.

2005 « Offered 41 million ordinary shares to sell the public at the price of 2.75 baht and also offered
4 million ordinary shares to sell the directors and employees at the price of 2.75 baht

¢ Registered as a listed company in MAI on January 27", 2005

o Received the Prime Minister Award—Excellent Industry in the category of SMEs Management

* Increased the registered capital from 165 million baht to 247.50 million baht by issuance
new ordinary shares in total of 82,500,000 shares (par value = THB 1) with right to
exercise company’s warrants at 2 shares per 1 warrant for free which will be offered to
existing shareholders.

2006 e SEC has accepted the company to issue the warrants since December 22" 2006
Notes:  in order to maintain the quality assurance obtained for product quality according to the standard of

CSA and UL continuously, the company had to pay annual fees. CSA and UL will inspect quality of
company product in order to control the product to be in standard of both associations. Presently,
CSA and UL had signed in the agreement to help the suppliers who would like to export their
products to Canada and USA in order to reduce the repeating standards by admitting the product
quality for each party. Therefore, the company currently has policy to develop its products to meet

with quality in the level of high pressure from only UL standard.
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Overall Business Operation

The company is the manufacturer of Evaporator Coil, Condenser Coil and Chilled Water Coil which are
mainly the air conditioning parts, refrigerant and any others heat/cool exchanger equipment. The company
product is made to order for selling in both domestic and international. The company has a sales ratio of
domestic and international for 71.76% and 28.24% respectively in 2005 and 78.42% and 21.58% in 2006. The
company customer comprises of air-conditioning manufacturer and customer for replacement markets i.e. repair
center of air-conditioning, repair center of refrigerant. Moreover, the company has its engineering department to
provide suggestion to customers for product design which the company will assist in the calculation of coil size
and header as per customers’ need. At present, the company had been considered the high quality product
manufacturer which is the only one company in Thailand who has obtained standard of quality assurance from
foreign associations such as CSA and UL. In the mean time, the company had been awarded “Best Supplier”
who supplies high quality of air conditioning parts from Trane (Thailand) Company Limited who is the biggest
company client for more than 10 years. This award enables the company product to be accepted and trusted

among other customers.

At present, the company has joint venture partners of AVV CO.,LTD.
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Business Objective

The company has aimed to maintain status of international standard for coil manufacturer. Therefore,
the company has focused on the continuously development of its human resources, machines, technology
and production capability. A product research and development are conducted to increase the competition

competency including prompt customer service and punctual delivery.

In view of marketing, the company has aimed to increase sales amount for both domestic and
international markets by building up relationship with new customers, utilizing the production capability of
machines including changing some parts of machines to be able to produce products as per customer’s desire.
In domestic market, there is a possibility of air-conditioning industry expansion which was resulted from the
recovery of real estate business in housing units and office buildings as well as a possibility that the
air-conditioning manufacturer who produced air-conditioning parts are likely to purchase the parts from other
manufacturer. In international market, since the company received the quality assurance standard from UL
in the level of higher pressure, the company is confident that this will expand the customer based in USA

and Canada.
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Marketing and Competition

Competitive Strategy
1. Product Quality
The company has policy which focuses on product quality development to meet with global
standard. Process starts from the selection of raw material especially the inspection on its quality that the
company regularly inspects and controls of product quality throughout production process: starting
process until finishing, before deliver to customers to ensure that the products meet with standard and
customer’s requirement. Regarding the standard of quality assurance ISO 9001:2000 and the standard
of quality assurance from CSA and UL received, the company gains this advantage in exporting its
products to international markets especially USA and Canada. As the product sold in these two countries
has to be accepted such quality standard. In addition, the company has gained advantage to sell the
products to the local air conditioning manufacturer in which its parts are received such standard to

assemble the air conditioning unit to export in the international market.

2. The Production Capability as per Customer’s Desire and the Advice on Product Design
The company has improved continuously the production process to increase the potential in
production by developing manpower skill and purchasing new machine. To increase the variety in coil
manufacturing, the newly machine purchase will enable to produce variety of products to satisfy customer’s
desire. In addition, the company engineering team will assist to provide advice in product design. The
customers just only tell our engineering team to know their product details, the engineering team will then
be able to calculate the size, and the header size to suitably fit with each customer’'s desire. Such

provided service will be a value added to customer to receive more convenience.

3. Emphasize on Customer Satisfaction
The company always maintains good relationship with customer by having marketing staff contact
with customers on regular basis in order to hear their problems, to give suggestion and to inquire their
needs i.e. provide advice to customer who has problem on the product, inquire them if they need new
product model and forward obtained information to engineering team to design as per customer’s need.
Besides, there is an evaluation of customer satisfaction toward the service issue such as product quality,
delivery time, price, and quick action on problem resolution. This will enable the company to improve and

develop the better service.

CC . | . Group Public Company Limited 17
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4. Punctual Delivery

The company gives an importance on punctual delivery. As seen from the last year example,
Trane (Thailand) Company Limited has evaluated supplier performance of air-conditioning parts (Supplier
Performance Evaluation Report) regarding the punctual delivery which the company has received an
evaluation of Grade “A”. From this, it enabled the company to be accepted and trusted from other
customers. With this regards, the company will keep on punctual delivery consistently to every customer.
In addition, in case the customer has the problem on limitation of stock room, the company is able to
manufacture the product within the time frame given which is an advantage that the company has

beyond other competitors in this highly competitive industry.

Customer Character and Prospect Customer
Company customer can be categorized as follows:
1. Local customer
1.1 Group of Air Conditioning Manufacturer
Since the coil are used mostly as parts of the air conditioning; therefore, the major
customers are air conditioning manufacturer in each brand especially the one whose policy is to
purchase the parts from outsource to assemble the products. Main customers mostly are the
manufacturer of well-known air conditioning for both domestic and international market, for example,

” o«

the air conditioning manufacturer “Trane” “Carrier” and “York”. With product quality and punctual
delivery are the main factors of decision making to purchase the product from the company for
this group of customers. In addition, as the company has received the quality assurance from
standard organizations including production capability process and punctual delivery, the company
has received continuously support from this group of customers more than 10 years. Besides, the
trend to produce the parts for their own use is likely low because the policy from the headquarters
is focused on the purchase from outsource since they have been able to control production cost

and better quality of raw material.

1.2  Replacement Market Customers
This group of customers provides the service maintenance of air conditioning, chiller and

car air conditioning.

2. International customers
From the economy crisis occurred in Thailand in 1997 caused the company reduce the risk to rely
only on domestic market. The company therefore started to expand its market to international by
participating in the exhibitions organized in many countries including creating its website in order to
introduce the company profile and product to foreign customers. In 2004, 2005 and 2006 the company

has its market share for 26.77% , 28.24% and 21.58% of total sales volume respectively by categorizing
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customers into direct sales such as customers in Malaysia, Singapore, Egypt and Sweden and the
dealership customers in USA, Canada, Australia and New Zealand.

During the past 3 years, the company had no market share to any specific customer over than
30% of total sales amount and if considered from the sales amount of products to first 5 main customers
of the company, it can be summarized as follows:

[ ]

2004 2005 2006

Market share to the first 5 key customers® 67.41 61.85 58.57

* Include customers who are international agents

These kinds of customer are mostly the customers who have long term relationship with the
company. The company also has jointly developed products with major customers. With the product
quality and the standards quality assurance from other organizations plus the competence in responding
to customer's need promptly and efficiently, the company is confidently able to maintain our present

customer based as well as expand new customer based continuously.

Pricing Policy

The company has policy to specify product price from original cost plus suitable minimum profit rate by
realizing of the quantity ordered and competition in industry. However, the raw material price of copper and
aluminum is sensitive depending upon the global price (London Metal Exchange), the company then has
prevented the risk of price change for the main customer whose selling price has been specified in advance.
Such condition will specify if the raw material price is adjusted higher than the price mentioned in agreement,
the company will proceed with negotiation and discussion on the new selling price to be in accordance with the

adjusted raw material price. It usually takes about 1-2 month to proceed.

Distribution and Its Channel
The company has distributed the product through the marketing team and the company dealership as

following details:

1. Distribution Directly to Customer

This group of customer is the air conditioning manufacturer locally and internationally, air conditioning

and refrigerant repair center, cars repair center etc. The company marketing team will contact and
provide service to customers locally and internationally. Each marketing staff will be responsible for his/
her own account. He/she will build good relationship, coordinate, and provide service to satisfy the
customer. As the executive has high vision on the foreign market distribution, the company has set up
the marketing team to serve this group of customer. In addition, the company has participated in the
exhibition of products regarding air conditioning in international markets. Apart from that the company

consultant who is the expert in the industry, has introduced continuously the international customers.
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2. Distribution through dealership
The company has appointed the company dealer in foreign market in order to open the channel
to distribute the product, plus to save the operation cost as well. The dealer will contact directly with
customers. At present, the company has dealer to distribute the product in USA, Canada, Australia and

New Zealand.

4 N\
Types of customer 2004 2005 2006
Million Baht % Million Baht % Million Baht %
Local
1. Distribution directly thru customer 412.74 73.23 534.09 71.76 744.62 78.42

2. Distribution thru agent - - - - - -
Total of local sales 41274 73.23 534.09 7176 744.62 78.42

International

1. Distribution directly thru customer 59.77 10.60 79.20 10.64 82.07 8.64

2. Distribution thru agent 91.11 16.17 131.03 17.60 122.81 12.94

Total of International sales 150.88 26.77 210.23 28.24 204.88 21.58
\Total sales 563.62 100.00 744.32 100.00 949.50 100.00)

Seasonal effect on Business
Air conditioning product will be affected directly by seasons. But since the company is the manufacturer
and supplier of evaporator coil, condenser coil and chilled water coil to the air conditioning factory whose

strategy planning is set throughout the year. The company does not receive much effect on it.
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Risk Factor

1.

Risk from the unstable of raw material price

Raw materials mainly used in coil manufacture are copper and aluminum which are the ratio of
89.43 and 80.00 of the raw material cost in 2004 and 2005 respectively. They are the commodity
merchandise by which the price has been changing all the time according to buying and selling rate in
the global market.

As the company executives have experienced in the coil manufacturing industry for more
than 20 years, they are able to forecast the movement of the copper and aluminum price. In addition,
the company has good relationship with the raw material suppliers who will inform the news and
the possibility of price change in advance. Before setting the selling price, the company will
investigate the raw material price in stock to check the actual cost of raw material. The company
usually keeps the safety stock around 2 months; therefore, if the raw material price is swinging,
the company will be able to adjust the price immediately. For the key customers, the company
will set the selling price annually by which the company has set additional condition in the quotation
that in case there is the price adjustment beyond the standard price set forth, the company will
immediately proceed and negotiate the price adjustment with the customer which normally takes 1-2

months.

Risk from depending key suppliers

In 2004, the company had purchased the copper tube from the key supplier which was
64.66% of the total volume purchase of copper tube. The company had also purchased the aluminum
from the three main suppliers which were 56.90, 22.12, and 15.34 of the total volume purchase of
aluminum. Since the prices of both copper and aluminum have been increasingly adjusted during a
couple years, there were shortage of both copper and aluminum in the market. As a consequence,
to prevent the shortage of the mentioned raw materials, the company has begun to purchase the
raw material from other retail suppliers to increase the negotiation power and also receive volume

discount.

Risk from currency exchange

In 2005, The company had obtained exporting revenue in foreign currencies: US dollar 27.92
of the total volume of export. And In 2006 The company has earned income in US dollar and
Australian dollar which was of 21.20% and 0.38% of total sales volume. In the mean time, the
company had purchased some of the machine and raw material from overseas by which most of
them paid in US Dollar. In 2005 and 2006, the company had an expense regarding the purchase of
machine and raw material in US dollar which was 4.56% and 4.82% of total sales volume so that
the company is able to reduce the risk from currency exchange which is considered the prevention

from natural hedge.
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Besides, the company has policy to grant debt payment term from foreign customer about 30-60
days which affected the risk from exchange rate of export income gained in a short period of time.
However, the company had realized the importance of the mentioned risk prevention. The company has
also followed up closely the movement of foreign currency exchange rate and considered to prevent the

risk by buying exchange rate in advance as per situation and necessity.

Risk from competition of coil manufacturer locally and internationally

The competition in coil industry is likely to be strong and also is in the same direction as the
air-conditioning industry in terms of price and design to response the customer desire. This affects
the coil manufacturer in terms of competition in price and quality improvement. In addition, the coil
imported from foreign suppliers is also increased especially China which gains advantage in lower
price due to the high volume of production.

However, because of the significant reputation and experience of the company executives, the
product quality received standard from USA and Canada, the long-term relationship with customers
as well as the response to customer desire in terms of prompt delivery and after sales service the
company had been evaluated and guaranteed by the service award of the Best Supplier from Trane
(Thailand) Co., Ltd who is one of the biggest customer. With the mentioned award, the company has

been accepted and trusted by another customer.

Risk from changing tax policy.

Further to the agreement among Asian Free Trade Area: AFTA, the member countries have
jointly agreed to reduce the import tax. Presently, the import tax for air conditioning and its parts
including condenser coil, and evaporator coil is approximately 0-5% for the AFTA member countries
which are Thailand, Brunei, Cambodia, Indonesia, Lao, Malaysia, Myanmar, the Philippines, Singapore
and Vietnam (except for Cambodia and Lao which the import tax is 15% and 10% respectively).

In case that the company has exported product to foreign countries which are not the member
of AFTA, the company will be defined by the tax wall of each country. However, with the policy of
WTO which the agreement is stating the Free Trade Area: FTA among member countries in year
2010, Thailand is currently initiated the negotiation with partner countries i.e. China, India, USA,
Australia. For China, Thailand has started opening the free trade for agricultural products at the end
of year 2003, expecting the expansion of industrial products in the future. With the opening the free
trade with China, the company will be risky in terms of competition in the near future. Since China
is considered a tough competitor in importing coil to Thailand, the company production quality, good
service and good relationship with customers are the important factors that the company is confident
to compete with others. In opening the free trade area with Australia which its import duty of coil was
presently at 0% effectively on January 1, 2005 had supported to company as one of our key customer
is in Australia which was 22.50% and 22.82% of the total volume of export in 2005 and 2006. The
countries such as USA, India and others are during the negotiation process. If the negotiation is
successful, this will support the company since the company is now trading with them. Should there be
the free trade area in these countries, the company will gain high beneficial in terms of competition rather

than another countries such as Malaysia.
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Future Project

For the year 2007, the management still find a lot of opportunities for our business to grow further as well
as air condition industry itself due to the result of Green House Effect.

Therefore, the management will maintain the policy on expanding market as the year before. Where as
focusing on international market especially Europe much more. By that, expectation of the company market
portion will be changed from 70 : 30 to 60% for local market and 40% for international market in the year 2007
and to 50 : 50 in 2008

The company has planned to expand production capacity by start building a new factory in Pinthong
Industrial Estate under BOI (Board of Investment) priviledge since 2006 which will be ready to run in 2007’s.

With new factory will make CIG’s capacity increases from 800 million square inch in 2006 to 1,400
million square inch in 2007 and to 2,000 million square inch in the year after.

Futher more, in order to increase efficientcy in competing of the business, the company does invest in
developing ERP (Enterprise Resource Planning) for controlling production process which could support and
enhance efficiency of production planning.

Moreover, to obstruct the risk of raw material price fluctuation, the company has set new method of price

structure which more preferable for both customers and the company itself.
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Management

Management Structure
Committee
There are 3 committee namely, the Board of Directors, the Executive Committee, and the Audit Commit-
tee as detail follows:
(1)  The Board of Directors

The Board of Director is comprised of 8 people as name follows:

Name-Surname Position
1. Mr. Aree Poomsanoh President
2. Mr. Taweesak Wangkorkiat Vice President
3. Mr. Theera Poomsanoh Director
4. Mr. Wongsawat Wongsawang Director
5. Mr. Pongthep Srichanwong Director
6. Mr. Vorapol Socatiyanurak Independent Director and Audit Committee Chairman
7. Mr. Chatree Ratanawong Independent Director and Audit Committee
8. Mr. Supasak Chirasavinuprapand Independent Director and Audit Committee

Authorized Directors
Authorized Directors who can sign to comply with the company are Mr. Aree Poomsanoh or Mr. Theera
Poomsanoh co-sign with either Mr. Taweesak Wangkorkiat or Mr. Wongsawat Wongsawang, totally two persons

and affix the company seal.

Scope of Authority and Duty of the Board of Directors

1. To manage the company honestly in accordance with laws, objectives, obligations and resolutions of
Shareholder Meeting and to take precautions in order to protect the company benefits.

2. To authorize an appointment a set of directors as Executive Committee to execute one or several tasks
in order to implement the work assigned by the Board of Directors as well as to authorize an appoint-
ment the Chairman of Executive Committee together with other committee such as Audit Committee,
Nomination and Remuneration Committee as deemed appropriate.

3. To set objective, procedure, policy, plan, and company budget and monitor the management of the Board
of Executive Committee or the assigned person to follow with the policy set forth.

4. To consider and review the approved policy, direction, strategy, business plan, and annual budget,

investment on big project proposed by the Board of Executive Committee.

5. To continuously follow up on the operation as plan and budget set forth.
6. To consider and approve other activities concerning the company and have it done to benefit the
company.
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(2

Except for the following tasks which can be implemented only under the resolutions from Share-
holder Meeting and under the stipulation that any director or person who might be involved with either
conflicts of interests or any other beneficial conflicts with the company or subsidiary company shall not
be granted the right to vote in that matter.

(@) Matters stipulated by Laws must be obtained the resolutions from Shareholder Meeting.
(b) Transactions that any directors are involved with either conflict of interest or any other beneficial
conflicts particularly stated by Laws or Stock Exchange Specifications must be obtained the

resolutions from Shareholder Meeting.

The execution of the following matters must be approved by the Committee Meeting and the
Shareholder Meeting with the votes not less than 3 over 4 of total votes of the eligible shareholders
present in the meeting.

(a)  To sale or transfer all or important part of the company business.

(b) To purchase or acquire of other company or private company.

(c) To make, to amend or to abolish the contract to rent all or some important part of company
business. The appointment of other person who will manage company business or the merging
with other person in order to share profit and loss.

(d) To amend the Memorandum of Associations or Objectives.

(e) To increase or decrease capital, to issue debenture, to merge or to terminate the business.

The Board of Executive Committee

The Board of Executive Committee is comprised of 6 people as name follows:

Name-Surname Position
1. Mr. Aree Poomsanoh President of Executive Committee
2. Mr. Taweesak Wangkorkiat Executive Committee
3. Mr. Theera Poomsanoh Executive Committee
4. Mr. Wongsawat Wongsawang  Executive Committee
5. Mr. Pongthep Srichanwong Executive Committee
6. Mrs.Chankapaw Dissakul Executive Committee

Scope of Authority and Duty of the Board of Executive Committee

1.

To manage the company honestly in accordance with laws, objectives, obligations, resolutions of Shareholder
Meeting and resolutions of the Board of Directors Meeting and to take precaution to protect the company
benefits.

To determine organization structure, authorization lines and to ensure its coverage of details in terms of
selection, training, employment, reshuffle and dismissal of company personnel.

To plan and to determine the business plan, business strategies and annual budget and then to propose
to the Board of Directors for approval. Also, to consider and to approve the allocation of annual budget,
to amend, adjust, or increase annual expense budget in case of urgent needs and then to present to the

Board of Directors accordingly.
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3

To audit and monitor the company business operation, policy, and administrative guidance in a manner

that is compatible to business situation.

To audit and to monitor in order to ensure that the company is operated in accordance with the approved

business plans.

To consider company large-scaled investment project and have it presented to the Board of Directors for

approval.

To authorize and to approve the following financial implementations.

a. The Board of Executive Committee is entitled to approve unlimited financial amount in case that
such implementation is stated in the business plan or annual budget.

b. If not stated in documents mentioned in (1), the Board of Executive Committee is entitled to
approve an amount not exceeding 25 million Baht. Such approval shall include the approval on
the expense occurred from general operations. Investment on permanent property, loan, acquisition
of credit including provision of guarantee, etc. and acknowledge the Board of Directors.

To implement other tasks as periodically instructed by the Board of Directors.

However, The Chairman of the Board of Executive Committee or the Board of Executive Committee
are not entitled to approve any matters that might be a conflicts of interest to themselves or other party

or matters that may cause any beneficial conflicts whatsoever with the company or subsidiary company.

The Audit Committee

The Audit Committee is comprised of 3 people as name follows:

Name-Surname Position
1. Mr. Vorapol Socatiyanurak Independent Director and the Chairman of Audit Committee
2. Mr. Chatree Ratanawong Independent Director and Audit Committee
3. Mr. Supasak Chirasavinuprapand Independent Director and Audit Committee

Qualifications of the Audit Committee

1. To hold the securities not exceeding 5% of the company paid up capital. This will be accounted
for the securities hold by related persons.

2. To be the director who is not involved in company management administration or the main
shareholder's and also not to be the employee or consultant who receives salary from the
company or the main shareholder’s.

3. To be the director who has no conflict of interest directly and indirectly in terms of finance and
management administration or the main shareholder’s. The director also must not have conflict of
interest in mentioned issue for 1 year before being appointed the audit committee except for the
fact that the company committee has sufficiently considered and seen that such conflict of interest
has no effect on performance and opinion expression.

4, To be the director who is not related person or executive relative or main shareholder.

5. To be the director who is not appointed to be a representative to take care of company advantage

for the Board of Directors, main shareholder or shareholder who is related to the main shareholder.
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6. To be able to freely perform and express opinion or report the result as being appointed from the
Board of Directors and not to be under control of the executive or the main shareholder and

relative of such mentioned persons.

Scope of Authority and Duty of the Board of Audit Committee

1)

To ensure that the company has accurately and adequately disclosed its financial statements to public

by cooperating with public auditor and directors in charge to prepare financial report quarterly and

annually. The Audit Committee may suggest the auditor to examine or investigate any matters considered

to be necessary and important during the auditing period.

To ensure that there are suitable and effective internal control and auditing system in the company by

co-auditing with public auditor and internal auditor.

To ensure that the company is operated in accordance with Laws concerning properties and stock

exchange, stipulations of Stock Exchange Market and other laws involving company business.

To select and make suggestions regarding the appointment of company auditor together with the audition

fee by taking into consideration the credibility, personnel sufficiency, work volume of auditing firm as well

as experience of the personnel to be appointed as company’s auditor.

To consider the disclosure of company information should there be any connected transaction or

contradictory transaction to be accurate and complete.

To conduct other tasks as instructed by the Board of Directors approved by the Audit Committee, i.e. to

make revisions on financial policies and risk management, make revisions on compliance with business

ethics, make co-revisions with company directors on important issues which need to be disclosed to

public stated by laws, for instance, report and analysis of management team.

To prepare the Audit Committee activity reports by disclosing on company’s annual report. The report

shall be signed by the Chairman of Audit Committee and should contain following information:

- Comments on the preparation process and disclosure of information in company’s financial
statement to be accurate and reliable.

- Comments on the sufficiency of company’s internal control system.

- Reasons to believe that the company’s auditor is appropriate to be re-appointed for another term.

- Comments on the compliance with Laws concerning properties and stock exchange, stipulations
of Stock Exchanges Market and other laws involving company business.

- Report on other matters that shareholders and investors should be concerned within a scope of

duties and responsibilities appointed by the Board of Directors.
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The Executives

As of January 31", 2007 there are totally 8 executives as follows:

Name-Surname Position
1. Mr. Aree Poomsanoh Managing Director
2. Mr. Suwit Thiansawetkul QMR Manager
3. Mr. Chalermchon Malisuwan Factory Manager (Chonburi)
4. Ms. Patcharee Kawla-or Corporate Planning Manager
5. Mrs. Em-orn Chotiyaputta Internal Audit Office Manager
6. Mr. Chusilp Sajjapongse Accounting and Finance Manager
7. Mr. Boonyeuen lamsa-ard Production Manager (Pathumthani)
8. Mr. Weerawut Chingtin Engineering Manager

Scope of Authority and Duty of the Managing Director

1)

To direct and oversee the administration and the management to be in accordance with policies, plans
and budget approved by the Board of Directors or the Board of Executive Committee and report the
company performance to the Board of Directors or the Board of Executive Committee consecutively.
To consider the suitability of an annual budget allocation prepared by the Board of Executive Committee
prior to propose to the Board of Directors.

To authorize an approval on the overall purchase and the expenditure on general matters as stated in
the Company Authority Table.

To consistently evaluate the company operation in order to prevent risks from various factors inside and
outside the company.

To authorize the issuance of orders, regulations, announcements, memorandum so that the company is
operated in compliance with the policy or for company’s interest.

To provide an authority and/or to sub-authorize to other persons to carry out specific task. Such
sub-authorization shall be under the scope of authorization as stated in the given power of attorney and/
or shall be comply with the regulations, specifications or order stated by the Board of Directors and/or
the company.

To implement other tasks as periodically instructed by the Board of Directors or the Board of Executive

Committee.

However, the Managing Director is not entitled to approve any matters that might be of a conflict
of interests or conflicts to himself or other party or may cause any beneficial conflicts whatsoever with

the company or subsidiary company.

Selection of the Directors

Since there is no particular committee to perform this task, the selection of persons to be appointed as

company’s directors shall be made in Shareholders Meeting. The selection shall be made as per the criteria

and method as stated in the company regulations as follows:
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Each shareholder has as many votes as he/she owns share.

Each shareholder may use all his votes to elect one or many persons as the company directors;

however, no voter may divide his/her votes among several candidates or allot to one candidate fewer

votes than what he/she has.

Candidates who receive highest votes shall be elected as directors on a consecutive basis until all

required directors during that meeting is obtained. The Chairman of that meeting shall act as an arbiter

in case that equal votes occurred and numbers of directors exceed the required number of directors.

Executive Remuneration

Remuneration in Cash

Remuneration for the Board of Directors

In 2005 and 2006 , there were 8 directors. The remuneration of directors can be summarized

as follows:
Name of the Directors Position 2005 2006
Meeting | Gratuity No. of Meeting | Gratuity No. of
Allowance | (Baht) |Attendance| Allowance | (Baht) |Attendance
(Baht) (Baht)
1. Mr. Aree Poomsanoh President 93,000 375,000 9/9 18,000 300,000 6/6
2. Mr. Taweesak Wangkorkiat Director 93,000 330,000 9/9 18,000 240,000 6/6
3. Mr. Wongsawat Wongsawang Director 93,000 330,000 9/9 18,000 240,000 6/6
4. Mr. Theera Poomsanoh Director 100,000 8/9 15,000 240,000 6/6
5. Mr. Pongthep Srichanwong Director 100,000 9/9 9,000 240,000 2/6
6. Dr. Vorapol Socatiyanuraksa Independent Director & 39,000 412,500 9/9 30,000 390,000 6/6
Chairman of Audit Committee
7. Mr. Chatree Ratanawong Independent Director & 39,000 380,000 9/9 30,000 360,000 6/6
Audit Committee
8. Mr.Supasak Chirasavinuprapand |Independent Director & 39,000 380,000 9/9 30,000 360,000 6/6
Audit Committee
W 396,000 | 2,407,500 168,000 | 2,370,000
Remarks: - In 2005 the meeting allowances for Mr. Aree Poomsanoh, Mr. Taweesak Wangkorkiat, and Mr. Wongsawat Wongsawang are included

the meeting allowance of the Board of Executive Committee.

According to the resolutions of Shareholders Meeting No. 1/2006 held on April 11%, 2006, the annual

remuneration of directors shall not exceed 6 million Baht and the attendance fee for the meeting of the Board

of Directors and the Audit committee for Baht 3,000 per person per time.
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Executive Remuneration
In 2005 , there are 11 Executives and In 2006, there are 15 Executives The executive remuneration is

summarized as follows:

Salary 9,463,632 20,893,952
Bonus 2,051,400 978,270
Total 11,515,032 21,872,222
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Corporate Governance

It is the company policy to comply with the principles of good corporate governance in accordance

with The Stock Exchange of Thailand’s guidance as per following details:

1.

Corporate Governance Policy

The company shall be operated in an unambiguous manner with sufficient information disclosure
which can be examined from all concerned parties. The executives shall carefully exercise their expertise
and abilities for the best interest of shareholders. Risk estimation and control system shall be adequately
provided for business operations which shall be consistently followed up.

The company shall set up organization structure for good corporate governance. Internal Control

Office shall be established so that the company is run correctly and fairy to all parties.

Shareholders’ Right

It is the company’s concern to treat every shareholder fairly. Appointment letters together with
relevant information and agenda shall be sent to shareholders at least 7 days prior to the meeting date
as stated in the company’s regulations and to prepare accurate and complete minutes of meeting after
the meeting is over.

In 2006, there were 1 Annual General Meeting.

Stakeholders’ Right

The company is well aware of the Stakeholders’ right namely the employees and company’s
executives or external stakeholders namely trade partners, competitors, creditors or any other institutions
concerned. In order that the rights of all these stakeholders are well taken care of, the company shall
act in compliance with its vows and pledges with honesty and good ethics and shall also comply to the

laws including laws concerning environment.

Shareholders Meeting
During the Shareholders Meeting, every shareholder shall have equal right to examine the
company operation, raise questions and air his opinion and advice. Questions and important opinions

shall be recorded in the Minutes of Meeting.

Leadership and Vision

The Board of Directors shall take part in establishing company’s objectives, strategies, goals and
policy, and shall approve business plans and company’s budget, and shall then follow up the operation
result to comply with the established objectives and policies. The Board of Directors shall perform their
duties carefully, skillfully and honestly. The Board of Directors shall establish Internal Control System,
Internal Audit, and take effective measurements on risk management, all of which are to be monitored

and followed up consistently during the Board of Directors meeting.
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Conflicts of Interest

It is determined, as a measurement to prevent conflicts of interest which may arise from making
connected transactions between the company and other persons, that the executives and stakeholders
shall not be able to make approvals on such transactions. The said transactions must be in compliance
with the laws concerning securities and stock exchange and regulations, announcement, order or
specifications of the Stock Exchange of Thailand. In this connection, the company shall arrange to have
the audit committee or auditor or independent expert investigated and provided opinions on appropriate
price and reasonableness of the transaction on a case by case basis. Such transactions shall be
disclosed in the footnotes of financial statement according to accounting standards specified by The

Institute of Certified Public Accountants and Auditors of Thailand.

Business Ethics

It is the company policy to disclose its business operation, performance of committee, employee,
responsibility to customer, trade partner and society to the public. All parties concerned are well aware
of this fact and shall perform one’s task honestly and fairly. The company shall regularly monitor the
performance and all related matters to comply with the above policy and ethics as well as imposing

penalty against violations.

Counterbalance of Non-executive Directors
There are totally 8 directors comprising of 5 executive members and 3 non-executives members
which means that there are 3 independent directors from 8 directors, a 37.50 per cent of total directors.
In order to increase the effectiveness of the counterbalance between executive directors and
independent directors, it is specified that the audit committee must audit and oversee any transactions
that might cause inflicts with the main shareholder, directors, executives, or any persons related to the

said parties so as to be certain that such transactions are treated properly on company’s best interest.

Merging and Splitting of Titles

According to the company’s situation, recently, the Chairman of the Board of Directors is the same
person as the Chairman of the Executive Committee and the Managing Director ,With high experience
and being well known of the Chairman in the industry, the company trusts that is an appropriate decision
to make. However, since the scope of authorities of each title is clearly specified, the said executives
shall have no absolute authority in any particular matter. Moreover, the Board of Executive Committee
comprise of representatives from various shareholder group which shall lead to authority equalization. At
the same time, the Board of Executive Committee and the Managing Director are not entitled to approve
any matters that might be of any conflicts of interest to themselves or other party or matters that may
cause any beneficial conflicts whatsoever with the company or subsidiary company. In addition, the
Internal Audit Office which shall report directly to the Audit Committee shall control and audit the
company operation so that it is run unambiguously, properly and concisely in accordance with the scope
of authority granted as well as investigate data and examine the transactions appointed by the Audit

Committee.
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10.

11.

12.

13.

Remuneration of Directors and Executives

The remuneration of Directors and Executives shall be set at an appropriate amount which is in
the same level of the industry. There shall be no overpaid remuneration. The remuneration of the
Directors shall be paid as meeting allowance according to the number of attendance which shall be
approved by the Shareholders Meeting. For the Executives, the company shall provide remuneration
according to the performance of each executive and the company operation result. The company is trust

that the said remuneration is sufficient to motivate and maintain qualified personnel.

Directors Meeting

It is the company policy to hold a directors meeting at least once every three month and additional
meeting may be held should the needs arise. In each meeting, the agenda must be stated clearly and
appointment letters shall be distributed 7 days prior to the meeting so that there is sufficient time for the
directors to study all information before attending the meeting. The record of meeting must be made in
writing and the minutes of meeting that has been certified by the Board of Directors must be filed so that

it can be examined by the Board of Directors and persons concerned at all times.

Sub-committee

The Board of Directors shall appoint the Audit Committee to assist in corporate governance which
the scope of authority is stated clearly and the Board of Executive Committee is to manage the company
according to company policy. Even though there is no sub-committee to determine the remuneration,
there are primary procedures in considering suitable remuneration by comparing with remuneration data
of similar-sided company in the same industry together with the company operation result and shall be

proposed in the Shareholders Meeting for final decision.

Internal Control and Internal Audit System

In order to achieve effective results both in executive and operation levels, the company has
specified clear and appropriate criteria and procedures in Internal Control System. The duty and authority
of operating staff and executives are stipulated clearly in written. The duties of operator staff, supervisor,
controller and evaluator are separated to achieve proper counterbalance and counter investigation.
Apart from this, there are internal financial controls by establishing financial report system to be
submitted to responsible executives accordingly.

Internal Audit Office is also set up to assure that the main operation and financial activities of the
company are effectively carried out in accordance with its policy. In order that the Internal Audit Office
can work independently on investigation and counterbalance, the Board of Directors has specified that
the Internal Audit Office report directly to the Audit Committee and be evaluated by the Audit Committee.

The Board of Directors is highly concerned about Risk Management. Determination and

estimation of business risk together with any risk which might affect the company’s operation.
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14.

15.

Report of the Board of Directors

The Board of Directors shall be responsible for the company’s financial budget and financial
information that appear in the annual report. The financial budget shall be prepared in accordance with
the accounting standards generally approved in Thailand. The financial budget shall be made regularly
under appropriate policy with careful judgment and best forecast. Important information shall be revealed
sufficiently in the financial report notes.

The Board of Directors has established the maintenance of effective Internal Control system to
be assured that the accounting data are recorded accurately, completely and adequately to maintain
company’s property. In addition, the Board of Directors has appointed the Audit Committee which
comprises of Independent directors and non-executive directors to be responsible for the quality of

financial reports and Internal Control System.

Relationship with Investors

At present, there is no particular division which is responsible for providing company information,
neither relevant nor irrelevant to financial budget, which might influence the decision making of
investors. It is decided that the central management team take responsibilities in providing company
information and contacting with analysis and investors involved. The information revealed must be

complete, truthful, dependable, consistent and timely.
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Internal Control

Effective internal control is an important tool to ensure the good corporate governance. The company has
focused on five main areas as follow:

1. Organizational Control and Environmental Measure
2 Risk Management Measure

3. Management Control Activities

4 International and Communication Measure

5 Monitoring

From the above points, it is agreed that there is sufficient and proper internal control system in the
company. It is also specified that the internal auditor propose auditing plan together with implementation
procedures is reporting directly to the Audit Committee. There must be adequate internal control system on
legal transaction done with the main shareholder, directors, executives or person involved. In addition, the
management team is encouraged and supported by the Board of Directors to keep improving the quality on
internal control system in order to obtain the Good Corporate Governance.

The company has established concise operation procedures by separating duties and responsibilities of
each division and set systematic plans so that the operation of each division can be re-examined. For example,
in Stock and Delivery Department which is under Marketing Division, in order to prevent arbitration in withdrawal
of merchandise from the Store Room, Financial Division shall investigate and cross-examine every time the
merchandise is withdrawn. The manager of Financial Division shall examine that there is an actual order from
the customer and check the details of merchandise to match with the order before signing on Tax Certificate,
Delivery Form, and Withdrawal Form, as supporting documents in withdrawal of merchandise from the Store
and deliver them to the customer.

In order to prevent arbitration of the Chairman of the Board of Director, Managing Director and General
Manager who belong to the same family, the scope of authority of each position is stated clearly. Moreover, in
order to counterbalance the authority among shareholders group, it is specified that the authorized signatory
directors shall comprise of directors from both groups, that is, either Mr. Aree Poomsanoh or Mr. Theera
Poomsanoh co-sign with either Mr. Taweesak Wangkorkiat or Mr. Wongsawat Wongsawang, totally 2 persons
signed with company seal affixed. Such procedure also covers the issuance of company’s check.

The Internal Audit Office which report directly to the Board of Audit Committee shall control and
investigate the company operation so that it is run unambiguously, properly and concisely in accordance with
the specified authorities as well as monitor the information and investigate other transactions appointed by the

Audit Committee.

Inside Information Control

The directors and the management are required to submit securities holding reports to the Company on
the same day as when they submit the reports to SEC and SET in accordance with the SEC and SET
Notifications regarding reports of securities holding. They are also required to follow the SET Guideline on
Insider Trading which requires the directors and executives refraining from securities trading before the disclosure

of financial statements or other important information that may affect the price of the securities.
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President of the Board of Director and main
shareholder is Mr. Aree Poomsanoh and his
spouse who hold the Lampda share 91%.
However, Mr. Aree and his spouse have already
sold out all the shares to other person who is
not related.
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Lampda is the air conditioning manufacturer
under the brand name “Lampda” as well as the
service provider whose service is to change The
coil for airconditioning in the department store
and office. The price sold to Lampda is the market
price which can be compared with other
customers. Therefore, the Audit Committee has
seen that such transaction is in accordance with
others’ and sufficient as well.
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The company has acquired ordinary shares,
13,000 shares or 65% of overall of AVV co.,ltd.
Since Oct.25, 2006 at par value 100 Bahts in
total of 11.70 Million Baht. On Nov.30, 2006
Extraordinary General Meeting of AVV decided
to increase In investment from ordinary shares,
20,000 shares, at par 100 Bahts in total of 2
Million Baht CIG bought more 1,000 shares in
total of 0.10 Million Baht. By that makes portion
of AVV shares of CIG decrease from 65% to
35% from Dec.31,2006. In conclusion, CIG has
acquired 14,000 share of AVV. or 35% of total
shares with total value 11.80 Million Baht.
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AVV is a manufacturer and sales of air-
condition and part's as per order. The portion of
sales 90% of total sales are export market.
AVV has been CIG’s customer for 3 years. The
prices quoted to AVV by CIG has no diff. than
the other customers or even market.

Audit Committee considered and found out that
the activities between CIG and AVV be treated
as the normal business of the company.
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Connected Transaction approval procedure

The Company has definitely set a connected transaction approval procedure and a related person. An executive and a group of
conflict of interest will benefit in some way shall not have a hand in approval any mentioned transaction. The audit committee will be the
person who gives comment on the necessity, reason, and suitability of the transaction by stating the conditions to be in accordance with
the standard price in the market which can be compared with others’. In case that the audit committee is not familiar with the transaction
details, the company will instead have an independent accounting auditor to express the opinion in the transaction occurred in order to use
for further consideration of the committee and shareholder. In addition, the company will disclose the connected transaction in the remarks
of the audited balance sheet.

Additionally, the Board of Directors will ensure the company abides by security law and SET regulation, announcement, and
declaration as well as follow the obligation regarding the information disclosure of the connected transaction, the asset obtained or

distributed according to the accounting standard set by the accountant association.

Policy for Future Connected Transaction

The company will continue to sell the product to Lampda Group Co., Ltd., and AVV co.,Ltd thus the company will set up the price
and other commercial conditions to be in accordance with the market price and general condition the same as other customers. The
company will quarterly summarize the Lampda and AVV transaction to the audit committee to verify and express opinion on such reasonable
and suitable on selling price of transaction and also will disclose on Form 56-1. The company will also have the auditor investigated such
transaction and disclose in the remarks of the audited balance sheet. In addition, the company will abide by the SET obligation regarding

the disclosure of the connected transaction, the company asset obtained and distributed as well.
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Board of Directors

1. Name Mr. Aree Poomsanoh
Position President
Highest Education B.B.A. (Administration), Sukhothai Thammathirat University
Training DAP Class 27/2004, The Thai Institute of Directors
Working Experience ~ Present 1. President, C.l.Group Public Company Limited
Director, AC Square Energy Ltd.
Director, A.S.A. Karnchang Ltd.
Director, Sirikorn Ltd.
Director, A.S.A. Property Ltd.
Director, A.S.A. Real Estate Ltd.

N oo a0 &~ 0w D

Director, V&A High Tech Ltd.

2. Name Mr. Taweesak Wangkorkiat
Position Vice President
Highest Education B.S. Faculty of Industrial Technology, King Mongkut's Institute of Technology, North Bangkok
Training DAP Class 27/2004, The Thai Institute of Directors

Working Experience  Present: - Vice President, C.l.Group Public Company Limited

3. Name Mr. Wongsawat Wongsawang
Position Director
Highest Education Vocational Certificate (Mechanic) Don Bosco Vocational School
Training DAP Class 27/2004, The Thai Institute of Directors

Working Experience  Present: 1. Director, C.l.Group Public Company Limited

2. Director, AVV Co., Ltd.

4. Name Mr. Theera Poomsanoh
Position Director
Highest Education M.B.A. (Marketing), National Institute of Development Administration
Training DAP Class 27/2004, The Thai Institute of Directors

Working Experience  Present 1. Director, C.l.Group Public Company Limited
Director, MDICP Holdings Co., Ltd.

Director, AC Square Energy Ltd.

A 0D

Director & Accountant, Air-Conditioning & Refrigeration Group
The Federation of Thai Industries

5. Director, North East Consultant Ltd.

6. Director, AVV Co., Ltd.
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Name

Position

Highest Education
Training

Working Experience

Name
Position

Highest Education

Training

Working Experience

Name

Position

Highest Education
Training

Working Experience

Name
Position

Highest Education

Training

Working Experience

Mr. Pongthep Srichanwong

Director

B.B.A. (Administration), Sukhothai Thammathirat University
DAP Class 27/2004, The Thai Institute of Directors
Present 1. Director, C.l.Group Public Company Limited

2. Director, AC Square Energy Ltd.

Mr. Vorapol Socatiyanurak

Independent Director & Chairman of the Audit Committee
Ph.D. (Finance)

The Wharton School, University of Pennsylvania U.S.A.
DAP Class 1/2003, The Thai Institute of Directors

DCP Class 42/2004, The Thai Institute of Directors
Chairman 2000, the Thai Institute of Directors

RCC Class 1/2006, The Thai Institute of Directors

Present 1. Director & Chairman of the Audit Committee, C.|.Group Public Company Limited
2. Director, United Securities Public Company Limited
3. Director & Audit Committee, Jasmin International Public Company limited
4. Professor,Faculty of Business Administration, National

Institute of Development Administration

Mr. Chatree Ratanawong

Independent Director & Audit Committee

M.S. (Mechanical) King Mongkut's Institute of Technology, North Bangkok.

DAP Class 11/2004, The Thai Institute of Directors

Present 1. Director & Director of Audit Committee, C.I.Group Public Company Limited

2. King Mongkut’s Institute of Technology, Nort Bangkok Professor Level 7, Faculy
of Mechanical Engineer, King Mongkut’s Institute of Technology, Nort Bangkok

3. Associate Dean (General Affairs), King Mongkut's Institute of Technology,

North Bangkok

Mr. Supasak Chirasavinuprapand

Independent Director & Audit Committee

M.S. (Law)

Arizona State University, U.S.A

DAP Class 11/2004, The Thai Institute of Directors
Present 1. Director & Director of Audit Committee, C.I.Group Public Company Limited

2. Partner, Royal Advocates International Limited
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Executives

Name
Position

Highest Education

Name
Position

Highest Education

Name
Position

Highest Education

Name
Position

Highest Education

Name
Position

Highest Education

Name
Position

Highest Education

Name
Position

Highest Education

Name
Position

Highest Education

Mr. Aree Poomsanoh
Managing Director

B.B.A. (Administration), Sukhothai Thammathirat University

Mr. Suwit Thiansawetkul
QMR Manager

M.S. (Industrial Management), Faculty of Business Administration, Sripathum University

Mr. Chalermchon Malisuwan
Factory Manager (Chonburi)

B.E. (Industrial Engineering), Faculty of Engineering, Kasetsart University

Ms. Patcharee Kaola-or
Corporate Planning Manager

B.S. (Accounting), Faculty of Business Administration, Ramkhamhaeng University

Mrs. Em-orn Chotiyaputta
Internal Audit Office Manager

M.B.A. Faculty of Business Administration, Ramkhamhaeng University

Mr.Chusilp Sajjapongse
Accounting and Finance Manager

B.S. (Accounting) Business Administration , Ramkhamhaeng University

Mr. Boonyeuen lamsa-ard
Production Manager (Pathumthani)
Diploma Degree (Business Computer)

Technology Leamthong School

Mr. Weerawut Chingtin
Engineering Manager

B.S. (Mechanical Technology) King Mongkut’s Institute of Technology, North Bangkok
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General Information

Headquarter

Business Type
Registration Number
References

Registrar

Auditor

1/1 Moo 7 Bangkuwat Rd., Bangkuwat
Muang, Pathumthani 12000

Tel. (66) 2976-5290-9 Fax. (66) 2976-5023
E-mail Address : cigroup@coilinter.com

Website : http: //www.coilinter.com

Coil Manufacturer

0107574700134

Thailand Securities Depository Company Limited
62 SET Building Ratchadapisek Rd.,
Kwaeng/Khet Klongtoey Bangkok 10110

Tel. (66) 2229-2800 Fax. (66) 2359-1259

Mr. Winid Silamongkol

Certified Public Accountant No. 3378

KPMG Phoomchai Audit Ltd.

195 Empire Tower, 22" floor South Sathorn Rd.
Yannawa, Sathorn Bangkok 10120

Tel. (66) 2677-2000 Fax. (66) 2677-2231

Accounting Period : January 1% - December 31%, 2006
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Audit report of Certified Public Accountant

To the shareholders of C.l.Group Public Company Limited

| have audited the balance sheets of C.I.Group Public Company Limited as at 31 December 2006 and
2005, and the related statements of income, changes in shareholders’ equity and cash flows for the years then
ended. The management of C.l.Group Public Company Limited is responsible for the correctness and completeness
of the information presented in these financial statements. My responsibility is to express an opinion on these

financial statements based on my audits.

I conducted my audits in accordance with generally accepted auditing standards. Those standards
require that | plan and perform the audits to obtain reasonable assurance about whether the financial statements
are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles
used and significant estimates made by management, as well as evaluating the overall financial statement

presentation. | believe that my audits provide a reasonable basis for my opinion.

In my opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of C.I.Group Public Company Limited as at 31 December 2006 and 2005, and the results of
its operations and cash flows for the years then ended in accordance with generally accepted accounting

principles.

(Winid Silamongkol)
Certified Public Accountant

Registration No. 3378

KPMG Phoomchai Audit Ltd.
Bangkok
26 February 2007
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Balance sheets

C.l1.Group Public Company Limited

As at 31 December 2006 and 2005

(in Baht)

4 )
Assets Note 2006 2005
Current assets
Cash and cash equivalents 5 19,391,831 17,806,475
Trade accounts receivable 4, 6 246,516,163 226,304,250
Inventories 7 193,029,468 140,189,135
Other current assets 8 4,653,060 21,642,020
Total current assets 463,590,522 405,941,880
Non-current assets
Investment accounted for using equity method 9 4,040,134
Property, plant and equipment 10, 13 328,776,080 280,741,665
Land held for future project - at cost 11, 13 26,000,000 26,000,000
Computer software 12 1,553,316 3,888,363
Restricted fixed deposit 13, 28 1,465,000 1,465,000
Other non-current assets 1,688,146 19,000
Total non-current assets 363,522,676 312,114,028
Total assets 827,113,198 718,055,908

. J

The accompanying notes are an integral part of these financial statements.
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Balance sheets (Continued)

C.I1.Group Public Company Limited
As at 31 December 2006 and 2005

(L)
4 )
Liabilities and shareholders’ equity Note 2006 2005
Current liabilities
Bank overdrafts and short-term loans from financial institutions 13 221,273,985 81,972,849
Trade accounts payable to other parties 124,689,543 150,700,373
Current portion of long-term loans 13 58,127,045 39,459,318
Current portion of hire-purchase liability 13 608,642 608,642
Income tax payable 1,948,212 5,340,738
Other current liabilities 14 10,245,905 10,860,001
Total current liabilities 416,893,332 288,941,921
Non-current liabilities
Long-term loans from financial institutions 13 134,553,520 149,847,738
Hire-purchase liability 13 50,720 659,362
Total non-current liabilities 134,604,240 150,507,100
Total liabilities 551,497,572 439,449,021
Shareholders’ equity
Share capital 15
Authorised share capital 247,500,000 247,500,000
Issued and paid-up share capital 165,000,000 165,000,000
Share premium 16 78,750,000 78,750,000
Retained earnings
Appropriated for legal reserve 16 8,255,000 7,109,000
Unappropriated 23,610,626 27,747,887
Total shareholders’ equity 275,615,626 278,606,887
Total liabilities and shareholders’ equity 827,113,198 718,055,908
. J

The accompanying notes are an integral part of these financial statements.
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Statements of income

C.l1.Group Public Company Limited
For the years ended 31 December 2006 and 2005

(in Baht)
4 N
Note 2006 2005
Revenues
Revenue from sales and rendering of services 4 11,012,244,468 784,459,415
Other income 18 27,231,314 23,573,536
Total revenues 1,039,475,782 808,032,951
Expenses
Cost of sales and rendering of services 7 919,587,528 676,093,442
Selling and administrative expenses 19 82,693,574 73,128,779
Total expenses 1,002,281,102 749,222,221
Profit before interest and income tax expenses 37,194,680 58,810,730
Interest expense 21 (15,415,834) (5,315,709)
Income tax expense 22 (6,620,107)  (17,437,279)
Net profit 15,158,739 36,057,742
Basic earnings per share 23 0.09 0.22
\§ J

The accompanying notes are an integral part of these financial statements.
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Statements of cash flows

C.I1.Group Public Company Limited
For the years ended 31 December 2006 and 2005

(in Baht)
4 )
Note 2006 2005
Cash flows from operating activities
Net profit 15,158,739 36,057,742
Adjustments for
Depreciation and amortisation 33,677,730 27,329,609
Interest income (368,043) (111,572)
Interest expense 15,415,834 5,315,709
Allowance for doubtful accounts 1,517,899 1,700,000
Provisions for diminution of inventory value 1,525,827 1,000,000
Unrealised loss (gain) on foreign exchange rate 127,148 (62,594)
Difference from the lower of carrying value and acquisition cost of investment 7,759,866
Loss (gain) on disposal of property, plant and equipment 1,671,016 (939,813)
Income tax expense 6,620,107 17,437,279
83,106,123 87,726,360
Changes in operating assets and liabilities
Trade accounts receivable (21,856,960) (58,239,471)
Inventories (54,366,160) (49,862,185)
Other current assets 16,988,960 (18,997,356)
Other non-current assets (1,669,146)
Trade accounts payable (26,010,830) 16,084,240
Other current liabilities (892,089) (864,410)
Income taxes paid (10,012,633) (24,996,562)
Net cash used in operating activities (14,712,735) (49,149,384)
Cash flows from investing activities
Interest received 368,043 111,572
Purchase of investment accounted for using equity method (11,800,000)
Purchase of property, plant and equipment (81,839,415)  (175,440,193)
Purchase of computer software (205,236)
Sales of property, plant and equipment 791,301 1,182,165
Net cash used in investing activities (92,480,071) (174,351,692)
- J

The accompanying notes are an integral part of these financial statements.
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Statements of cash flows (Continued)

C.l1.Group Public Company Limited
For the years ended 31 December 2006 and 2005

(in Baht)
~
2006 2005
Cash flows from financing activities
Interest paid (15,137,841) (5,282,065)
Dividends paid (18,150,000)  (49,500,000)
Increase (decrease) in bank overdrafts and short-term loans
from financial institutions 139,301,136 (14,722,895)
Proceeds from long-term loans from financial institutions 39,737,235 170,506,830
Repayment of long-term loans from financial institutions (36,363,726) (8,897,376)
Payments of hire-purchase liability (608,642) (608,642)
Proceeds from issue of shares - 123,750,000
Net cash provided by financing activities 108,778,162 215,245,852
Net increase (decrease) in cash and cash equivalents 1,585,356 (8,255,224)
Cash and cash equivalents at beginning of year 17,806,475 26,061,699
Cash and cash equivalents at end of year 19,391,831 17,806,475

The accompanying notes are an integral part of these financial statements.
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C.l.Group Public Company Limited
For the years ended 31 December 2006 and 2005
(in Baht)

Note

Balance at 1 January 2005 120,000,000 - 3,517,125 44,782,020 168,299,145
Net profit - - - 36,057,742 36,057,742
Dividends 25 - - - (49,500,000) (49,500,000)
Issue of share capital 15 45,000,000 - - - 45,000,000
Share premium increase 16 - 78,750,000 - - 78,750,000
Appropriated for legal reserve 16 - - 3,591,875 (3,591,875)
Balance at 31 December 2005 165,000,000 78,750,000 7,109,000 27,747,887 278,606,887
Net profit - - - 15,158,739 15,158,739
Dividends 25 - - - (18,150,000) (18,150,000)
Appropriated for legal reserve 16 - - 1,146,000 (1,146,000)
Balance at 31 December 2006 165,000,000 78,750,000 8,255,000 23,610,626 275,615,626
. J

The accompanying notes are an integral part of these financial statements.
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Notes to the financial statements

C.l1.Group Public Company Limited
For the years ended 31 December 2006 and 2005

Note Contents
1 General information
Basis of preparation of the financial statements
Significant accounting policies
Related party transactions and balances
Cash and cash equivalents
Trade accounts receivable, net
Inventories, net

Other current assets

© 00 N O O A W N

Investments accounted for using the equity method

10 Property, plant and equipment, net
11 Land held for future project

12 Computer software, net

13 Interest-bearing liabilities

14 Other current liabilities

15 Share capital

16 Reserves

17 Segment information

18 Other income

19 Selling and administrative expenses
20 Personnel expenses

21 Interest expense

22 Income tax expense

23 Basic earnings per share

24 Promotional privileges

25 Dividends

26 Financial instruments

27 Commitments

28 Contingent liabilities

29 Reclassification of accounts

These notes form an integral part of the financial statements.

The financial statements were authorised for issue by the directors on 26 February 2007.
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General information

C.I.Group Public Company Limited, the “Company”, was incorporated in Thailand on 10 April
2003, and has its registered office and factory addresses at 1/1 Moo 7 Bangkoowad Road, Tambon
Bangkoowad, Amphor Muang, Pathumthani.

The Company was listed on the Market for Alternative Investment (“MAI”) in January 2005.

The principal activities of the Company are manufacturing and selling of products and parts for air-

conditioners.

Basis of preparation of the financial statements

The financial statements issued for Thai reporting purposes are prepared in the Thai language.
This English translation of the financial statements has been prepared for the convenience of readers not
conversant with the Thai language.

The financial statements are prepared in accordance with Thai Accounting Standards (“TAS”)
including related interpretations and guidelines promulgated by the Federation of Accounting Professions
(“FAP”) and with generally accepted accounting principles in Thailand.

The financial statements are presented in Thai Baht. They are prepared on the historical cost
basis except for the following discussion in other notes.

The preparation of financial statements in conformity with TAS requires management to make
judgements, estimates and assumptions that affect the application of policies and reported amounts of
assets, liabilities, income and expenses. The estimates and associated assumptions are based on
historical experience and various other factors that are believed to be reasonable under the circumstances,
the results of which form the basis of making the judgements about carrying amounts of assets and
liabilities that are not readily apparent from other sources.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
accounting estimates are recognised in the period in which the estimate is revised, if the revision affects
only that period, or in the period of the revision and future periods, if the revision affects both current and

future periods.

Significant accounting policies
(a) Foreign currencies

Foreign currency transactions

Transactions in foreign currencies are translated to Thai Baht at the foreign exchange rates
ruling at the dates of the transactions.

Monetary assets and liabilities denominated in foreign currencies at the balance sheet date
are translated to Thai Baht at the foreign exchange rates ruling at that date. Foreign exchange

differences arising on translation are recognised in the statement of income.

(b) Cash and cash equivalents
Cash and cash equivalents comprise cash balances, call deposits and highly liquid short-
term investments. Bank overdrafts that are repayable on demand are a component of financing

activities for the purpose of the statement of cash flows.

CC . | . Group Public Company Limited
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(c) Trade and other accounts receivable
Trade and other accounts receivable are stated at their invoice value less allowance for
doubtful accounts.
The allowance for doubtful accounts is assessed primarily on analysis of payment histories

and future expectations of customer payments. Bad debts are written off when incurred.

(d) Inventories

Inventories are stated at the lower of cost and net realisable value.

Cost is calculated using the first in first out formula and comprises all costs of purchase,
costs of conversion and other costs incurred in bringing the inventories to their present location
and condition. In the case of manufactured inventories and work in progress, cost includes an
appropriate share of overheads based on normal operating capacity.

Net realisable value is the estimated selling price in the ordinary course of business less

the estimated costs to complete and to make the sale.

(e) Investment in associate

Investment in an associate is accounted for using the equity method.

(f) Property, plant and equipment
Owned assets
Property, plant and equipment are stated at cost less accumulated depreciation and impairment

losses.

Leased assets

Leases in terms of which the Company substantially assumes all the risk and rewards of
ownership are classified as finance leases. Property, plant and equipment acquired by way of
finance leases is capitalised at the lower of its fair value and the present value of the minimum
lease payments at the inception of the lease, less accumulated depreciation and impairment
losses. Lease payments are apportioned between the finance charges and reduction of the lease
liability so as to achieve a constant rate of interest on the remaining balance of the liability.

Finance charges are charged directly to the statement of income.

Depreciation
Depreciation is charged to the statement of income on a straight-line basis over the

estimated useful lives of each part of an item of assets. The estimated useful lives are as follows:

Building structures and improvement 5 and 10 years
Machinery and equipment 5 and 10 years
Furniture, fixtures and office equipment 3, 5 and 10 years
Transportation equipment 5 years

No depreciation is provided on land or assets under construction and installation.

() Computer software

Computer software is stated at cost less accumulated amortisation and impairment losses.
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Amortisation
Amortisation is charged to the statement of income on a straight-line basis from the date
that intangible assets are available for use over the estimated useful lives of the assets of five (5)

years.

(h)  Impairment
The carrying amounts of the Company’s assets are reviewed at each balance sheet date
to determine whether there is any indication of impairment. If any such indication exists, the
assets’ recoverable amounts are estimated.
An impairment loss is recognised whenever the carrying amount of an asset or its
cash-generating unit exceeds its recoverable amount. The impairment loss is recognised in the

statement of income.

Calculation of recoverable amount

The recoverable amount of assets is the greater of the assets’ net selling price and value
in use.

In assessing 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. For an asset that does not generate cash inflows
largely independent of those from other assets, the recoverable amount is determined for the

cash-generating unit to which the asset belongs.

Reversals of impairment

An impairment loss is reversed if there has been a change in the estimates used to
determine the recoverable amount.

An impairment loss is reversed only to the extent that the asset’s carrying amount does not
exceed the carrying amount that would have been determined, net of depreciation and amortisation,

if no impairment loss had been recognised.

(i) Interest-bearing liabilities

Interest-bearing liabilities are recognised at cost.

(i Provisions
A provision is recognised in the balance sheet when the Company has a present legal or
constructive obligation as a result of a past event, and it is probable that an outflow of economic
benefits will be required to settle the obligation and a reliable estimate can be made of the amount
of the obligation. If the effect is material, provisions are determined by discounting the expected
future cash flows at a pre-tax rate that reflects current market assessments of the time value of

money and, where appropriate, the risks specific to the liability.

(k) Trade and other accounts payable

Trade and other accounts payable are stated at cost.
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() Revenue

Revenue excludes value added taxes or other sales taxes and is arrived at after deduction
of trade discounts.
Sale of goods and services rendered

Revenue is recognised in the statement of income when the significant risks and rewards
of ownership have been transferred to the buyer. No revenue is recognised if there is continuing
management involvement with the goods or there are significant uncertainties regarding recovery
of the consideration due, associated costs or the probable return of goods. Service income is

recognised based on service rendered.

Interest income

Interest income is recognised in the statement of income on an accrual basis.

(m) Expenses
Operating leases
Payments made under operating leases are recognised in the statement of income on a
straight line basis over the term of the lease. Lease incentives received are recognised in the
statement of income as an integral part of the total lease payments made. Contingent rentals are

charged to the statement of income in the accounting period in which they are incurred.

Finance costs

Interest expenses and similar costs are charged to the statement of income for the period
in which they are incurred, except to the extent that they are capitalised as being directly
attributable to the acquisition, construction or production of an asset which necessarily takes a
substantial period of time to be prepared for its intended use or sale. The interest component of
finance lease payments is recognised in the statement of income using the effective interest rate

method.

Other expenses
Other expenses are charged to the statement of income in the period in which they are

incurred.

(n) Income tax
Income tax is the expected tax payable on the taxable income for the year, using tax rates
enacted or substantially enacted at the balance sheet date, and any adjustment to tax payable in

respect of previous years.

4 Related party transactions and balances
Related parties are those parties linked to the Company by common shareholders or directors.
Transactions with related parties are conducted at prices based on market prices or, where no market
prices exist at contractually agreed prices.
The pricing policy for particular type of transactions is explained further below:
Pricing policy
Revenue from sale of goods At market price

102 swvuds:oU 254SD




|__Annual Report 2006 |

Transactions for the years ended 31 December 2006 and 2005 with related parties are

summarised as follows:

(in thousand Baht)

( )
2006 2005

Revenue
Revenue from sale of goods

Lampda Group Co., Ltd. 6,531 5,158

AVV Company Limited (from 25 October 2006) 140
Total revenue 6,671 5,158
Expense
Directors’ remuneration 2,538 2,803

Balances as at 31 December 2006 and 2005 with related parties are as follows:

Trade accounts receivable

(in thousand Baht)

4 A
2006 2005
Lampda Group Co., Ltd. 1,431 1,454
AVV Company Limited 415
Total 1,846 1,454
5 Cash and cash equivalents
(in thousand Baht)
4 A
2006 2005
Cash on hand 65 2
Cash at banks - savings account 18,907 17,783
Cash at banks - current accounts 419 21
Total 19,391 17,806
N\ J
6 Trade accounts receivable, net
(in thousand Baht)
4 A
Note 2006 2005
Trade accounts receivable from related party 4 1,846 1,454
Trade accounts receivable from other parties 253,906 232,568
255,752 234,022
Less allowance for doubtful accounts (9,236) (7,718)
Net 246,516 226,304
g J
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(in thousand Baht)

4 )
2006 2005
Within credit terms 190,992 177,660
Overdue :
Less than 3 months 54,619 47,320
3 to 6 months 2,225 316
6 to 12 months 504 2,950
Over 12 months 7,412 5,776
255,752 234,022
Less allowance for doubtful accounts (9,236) (7,718)
Net 246,516 226,304
- J
The normal credit term granted by the Company is 60 days to 90 days.
7 Inventories, net

(in thousand Baht)

( )
2006 2005
Raw materials 136,185 77,159
Work in progress 45,093 52,431
Finished goods 14,403 11,858
Goods in transit 133
195,814 141,448
Less provision for diminution of inventory value (2,785) (1,259)
Total 193,029 140,189
- J

The cost of inventories recognised as an expense and included in ‘cost of sales’ amounted to

Baht 919.6 million (2005: Baht 676.1 million).

8 Other current assets

(in thousand Baht)

4 )
2006 2005
Prepaid expenses 1,134 383
Value added tax receivable 63 17,465
Others 3,456 3,794
Total 4,653 21,642
N J
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9 Investments accounted for using the equity method
4 )
Ownership Paid-up Devidend
interest capital Cost method Equity method income
Type of business 2006 2005 2006 2005 2006 2005 2006 2005 2006 2005
(%) (in thousand Baht)
Associate
AVV Company Manufacturing and distributing of
Limited equipment for air-conditioner 35.00 4,000 2,000 11,800 - 11,800
Less difference from the lower of carrying value and
acquisition cost (7,760)
Net 4,040 - - -

-

On 25 October 2006, the Company purchased 13,000 common shares of AVV Company Limited

with a par value of Baht 100 each from former shareholders (equivalent to 65% of total shares) at the

price totalling Baht 11.7 million. At the extraordinary shareholders’ meeting of AVV Company Limited held

on 30 November 2006, the shareholders unanimously approved the increase of 20,000 new common

shares with a par value of Baht 100 each totalling Baht 2 million. The Company additionally purchased

1,000 common shares at par value. This resulted in a dilution of the Company’s shareholding in AVV

Company Limited from 65% to 35%.

Carrying value of AVV Company Limited at the acquisition date are as follow:

(in thousand Baht)

A
2006
Cash 4,805
Trade accounts receivable 8,784
Inventories 4,393
Other current assets 6,592
Property, plant and equipment 3,384
Other payables (11,514)
Other non-current liabilities (4,473)
Net 11,971
—

As at 31 December 2006, the Company recorded difference from the lower of carrying value and

acquisition cost of Baht 7.8 million as a component of selling and administrative expenses in the statement of

income for the year ended 31 December 2006.

The Company recorded the investment in shares of an associate using the equity method which was

computed from the financial statements of AVV Company Limited for the year ended 31 December 2006 which

was audited by another auditor. As at 31 December 2006, the net carrying value of such investment in shares

amounted to Baht 4 million (represented 0.49 % of the Company’s total assets).
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10 Property, plant and equipment, net
(in thousand Baht)

Cost

At 1 January 2005 9,068 49,443 174,507 10,993 7,747 1,123 252,881
Additions 15,851 - 76,502 2,044 2,834 78,209 175,440
Transfers, net - 1,071 22,160 - - (23,231) -
Disposals - - (185) (140) (2,359) - (2,684)
At 31 December 2005 24,919 50,514 272,984 12,897 8,222 56,101 425,637
Additions - 6,800 39,713 3,528 447 31,351 81,839
Transfers, net - 76,264 3,851 77 - (80,192) -
Disposals - - (3,180) (23) (689) (749) (4,641)
At 31 December 2006 24,919 133,578 313,368 16,479 7,980 6,511 502,835

Accumulated depreciation

At 1 January 2005 - 12,436 97,961 6,839 4,200 - 121,436
Depreciation charge for the year - 2,672 19,938 1,881 1,410 - 25,901
Disposals - - (136) (40) (2,266) - (2,442)
At 31 December 2005 - 15,108 117,763 8,680 3,344 - 144,895
Depreciation charge for the year - 5,143 24,022 2,047 1,570 - 32,782
Disposals - - (2,916) (13) (689) - (3,618)
At 31 December 2006 - 20,251 138,869 10,714 4,225 - 174,059

Net book value

At 31 December 2005 24,919 35,406 155,221 4,217 4,878 56,101 280,742
At 31 December 2006 L 24,919 113,327 174,499 5,765 3,755 6,511 328’776)

As at 31 December 2006, the gross carrying amounts of certain fully depreciated fixed assets
which are still in active use and recorded in the financial statements of the Company totalling approximately
Baht 78.7 million (2005: Baht 66.3 million).

The Company mortgaged a portion of land, building together with structures thereon and
machinery as collateral for loans obtained from certain financial institutions as discussed in Note 13 at

the mortgage value totalling approximately Baht 815.4 million (2005 : Baht 624.6 million).
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11 Land held for future project

In 2002, the Company purchased land at cost and associated expenses totalling Baht 26 million.
The Company is in the process of considering means to generate future economic benefits from such
land.

As at 31 December 2006 and 2005, the Company mortgaged land for future project as collateral
for a loan obtained from a financial institution as discussed in Note 13 at the mortgage value totalling
approximately Baht 40.0 million.

12 Computer software, net
(in thousand Baht)
Y

Cost
At 1 January 2005 6,970
Addition 205
At 31 December 2005 7,175
Addition
Disposal (2,700)
At 31 December 2006 4,475
Accumulated amortisation
At 1 January 2005 1,859
Amortisation charge for the year 1,428
At 31 December 2005 3,287
Amortisation charge for the year 895
Disposal (1,260)
At 31 December 2006 2,922
Net book value
At 31 December 2005 3,888
At 31 December 2006 1,553
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13 Interest-bearing liabilities

(in thousand Baht)

4 )
2006 2005
Current
Bank overdrafts
- Secured 274 135
- Unsecured -
274 135
Short-term loans from financial institutions
- Secured 221,000 80,000
- Unsecured -
221,000 80,000
Liability under trust receipt agreement
- Secured - 1,838
- Unsecured -
- 1,838
Current portion of long-term loans
- Secured 58,127 39,459
- Unsecured -
58,127 39,459
Current portion of hire-purchase liability 609 609
280,010 122,041
Non-current
Long-term loans from financial institutions
- Secured 134,554 149,848
- Unsecured -
134,554 149,848
Hire-purchase liability 51 659
134,605 150,507
Total 414,615 272,548
- J

The periods to maturity of interest-bearing liabilities, excluding hire-purchase liability, as at 31
December were as follows:

(in thousand Baht)

( )
2006 2005
Within one year 279,401 121,432
After one year but within five years 132,804 141,001
After five years 1,750 8,847
Total 413,955 271,280
- J
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Secured interest-bearing liabilities as at 31 December were secured on the following assets:

(in thousand Baht)

4 A
2006 2005
Fixed deposit 1,465 1,465
Land and land held for future project 50,919 50,919
Building and plant 97,951 27,089
Machinery 25,221 28,983
Total 175,556 108,456
N\ J
The currency denomination of interest-bearing liabilities was as follows:
(in thousand Baht)
4 A
2006 2005
Thai Baht 413,955 269,442
United States Dollars 1,838
Total 413,955 271,280
NS J

As at 31 December 2006 and 2005, the Company has overdrafts and short-term loans from
certain local financial institutions which bear interest at the rates ranging from 3.5 % per annum to 7.75
% per annum in 2006 and the rates ranging from 3% per annum to 6.75% per annum in 2005. Such
loans, overdraft and other credit facility lines are collateralised by the mortgage of land held for future
project, a portion of land, and buildings together with the structures thereon, machinery, fixed deposit and
the guarantee by certain directors of the Company.

Under the terms of the trust receipt agreements, certain imported machinery have been released
to the Company in trust of the financial institutions. Thus, the Company is accountable to those financial
institutions for the trusted items.

In May 2002, the Company entered into a loan agreement with a local financial institution
amounting to Baht 20 million. This loan bears interest at the minimum loan rate (MLR) minus 1% per
annum and the repayment of principal together with interest will be made in monthly installments not less
than Baht 309,400 commencing from May 2002 and the last payment will be within May 2009. This loan
is collateralised by the mortgage of a portion of the Company’s land. As at 31 December 2006, loan from
such financial institution amounted to approximately Baht 6.3 million (2005 : Baht 9.8 million).

In June 2004, the Company entered into a loan agreement with a local financial institution
amounting to Baht 18 million. This loan bears interest at the minimum loan rate (MLR) and the
repayment of principal will be made in monthly installments of Baht 500,000 commencing from June
2004 and the last payment will be within June 2007. This loan is collateralised by the mortgage of a

portion of the Company’s land and buildings together with the structures thereon, machinery, fixed
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deposit and the guarantee by certain directors of the Company. As at 31 December 2006, loan from
such financial institution amounted to approximately Baht 3.0 million (2005 : Baht 9.0 million).

In September 2005, the Company entered into a loan agreement with a local financial institution
under the credit facility totalling Baht 216 million. This loan bears interest at the rate of 4.75% per annum
for the first and second years and at minimum loan rate (MLR) of such local bank minus 1% per annum
during the third to the seventh years. The repayment of principal will be made in 79 equal monthly
installments of Baht 2,740,000 each commencing from February 2006. The loan agreement also prescribes
certain terms and conditions relating to financial ratio and the consecutive allotment of withdrawal at the
amount and timing reasonably considered by the lender. The loan is collateralised by the mortgage of a
portion of the Company’s land and building together with the structures thereon and machinery. As at 31
December 2006, loan from such financial institution amounted to approximately Baht 183.3 million (2005:
Baht 170.5 million). In addition, the Company had debt service covenant ratio for the period ended 31
December 2006, which is lower than the ratio as stipulated in the loan agreement. However, the
Company obtained the letter for relaxation on the enforcement of the said ratio from the financial
institution for this period.

As at 31 December 2006, the Company had unutilised credit facilities totalling Baht 332.4 million
(2005: Baht 342.1 million)

Hire-purchase liability

Hire-purchase liability is payable as follows:

(in thousand Baht)

4 A
2006 2005
Principal Interest Payments Principal Interest Payments
Within one year 609 64 673 609 64 673
After one year but
within five years 51 5 56 659 70 729
Total 660 69 729 1,268 134 1,402
- J

The Company has entered into a hire-purchase contract with a local company for hire-purchase
of a car. This contract is repayable in 48 equal monthly installments. The ownership of the assets
purchased under hire-purchase contract will be transferred to the Company when the last installment is

paid.
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14 Other current liabilities

(in thousand Baht)

4 A
2006 2005
Accrued operating expenses 4,669 9,406
Payable to Revenue Department 1,799 93
Others 3,778 1,361
Total 10,246 10,860
NS J
15 Share capital
4 )
Par 2006 2005
value Number Baht Number Baht
(in Baht) (thousand share / thousand Baht)

Authorised
At 1 January
- ordinary shares 1 247,500 247,500 165,000 165,000
Creation of new shares 1 - - 82,500 82,500
At 31 December
- ordinary shares 1 247,500 247,500 247,500 247,500
Issued and paid - up
At 1 January
- ordinary shares 1 165,000 165,000 120,000 120,000
Issue of new shares 1 - - 45,000 45,000
At 31 December
- ordinary shares 1 165,000 165,000 165,000 165,000

. J

At the extraordinary shareholders’ meeting held on 13 September 2005, the shareholders passed
resolutions approving the following:
a) The issuance of warrants to the Company’s shareholders of which the conversion ratio is 2
existing ordinary shares for 1 unit. On 22 December 2006, such issuance of warrants to the
Company’s shareholders was approved by the Office of Securities and Exchange Commission. As

at 31 December 2006, the Company is in the process of such issuance of warrants.

b) The increase in the Company’s authorised share capital from Baht 165,000,000 (165,000,000
shares at Baht 1 par value) to Baht 247,500,000 by creating 82,500,000 new common shares at
Baht 1 par value to support the exercise of warrants to be issued to the Company’s existing

shareholders.

The Company registered the above matters with the Ministry of Commerce on 15
September 2005.
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16 Reserves
Share premium
Section 51 of the Public Companies Act B.E. 2535 requires companies to set aside share
subscription monies received in excess of the par value of the shares issued to a reserve account
(“share premium”). Share premium is not available for dividend distribution.
Legal reserve
Section 116 of the Public Companies Act B.E. 2535 requires that a company shall allocate not
less than 5% of its annual net profit, less any accumulated losses brought forward (if any), to a reserve
account (“legal reserve”), until this account reaches an amount not less than 10% of the registered
authorised capital. The legal reserve is not available for dividend distribution.
17 Segment information
The Company’s operations are manufacturing of products and parts for air-conditioners. Management
considers this as an integrated and complementary line of products. For this reason, the management
determines that the Company has only one industry segment.
For geographical segments, the Company manufactures and distributes to domestic and foreign
markets. Domestic and export sales for the year 2006 amounted to Baht 800.2 million and Baht 211.8
million, respectively. (2005: Baht 567.6 million and Baht 216.9 million, respectively).
18 Other income
(in thousand Baht)
( )
2006 2005
Revenue from sales of scrap 21,119 16,843
Gain on exchange rate - 2,911
Others 6,112 3,820
Total 27,231 23,574
NS J
19 Selling and administrative expenses
(in thousand Baht)
4 )
2006 2005
Personnel 31,876 22,086
Distribution 12,725 16,340
Marketing 4,411 9,816
Professional fee 2,203 7,619
Administrative 7,316 5,207
Directors’ remuneration 2,538 2,803
Others 21,625 9,258
Total 82,694 73,129
g J
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20 Personnel expenses

(in thousand Baht)

4 )
2006 2005
Wages and salaries 88,661 71,965
Others 4,740 4,051
Total 93,401 76,016
(number of employees)
Number of employees as at 31 December 473 425
21 Interest expense
(in thousand Baht)
4 )
2006 2005
Interest expense to financial institutions 17,569 5,316
Finance costs capitalised 10 (2,153)
Net 15,416 5,316
- J

Finance costs for properties under development have been capitalised at rates ranging from 4.5% to 8%

per annum.

22 Income tax expense
Income tax reduction
Royal Decree No. 387 B.E. 2544 dated 5 September 2001 grants companies listed on the Stock
Exchange of Thailand under the regulation of the Stock Exchange of Thailand governing the approval of
listed companies on the Market for Alternative Investment (MAI) a reduction in the corporate income tax
rate from 30% to 20% for the five consecutive accounting periods beginning on or after enactment. The
Company has, accordingly, calculated income tax on its taxable profit for the years ended 31 December

2006 and 2005 at the 20% corporate income tax rate.

23 Basic earnings per share
The calculation of basic earnings per share for the year ended 31 December 2006 was based on
the profit attributable to ordinary shareholders of Baht 15.2 million (2005: Baht 36.1 million) and the
weighted average number of shares outstanding during the year ended 31 December 2006 of 165.0

million shares (2005: 162.5 million shares), calculated as follows:
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T

Profit attributable to ordinary shareholders (basic)

(in thousand Baht)

4 )
2006 2005
Profit attributable to ordinary shareholders 15,159 36,058
- J

Weighted average number of ordinary shares (basic)

(in thousand shares)

4 A
2006 2005
Issued ordinary shares at 1 January 165,000 120,000
Effect of shares issued during the year - 42534
Weighted average number of ordinary shares at
31 December (basic) 165,000 162,534
g J

24 Promotional privileges
In August 2005, By virtue of the provisions of the Industrial Investment Promotion Act of B.E.
2520, the Company has been granted privileges by the Board of Investment relating to manufacturing of
coils as parts or assemblies used for electronic equipment at plant located in Cholburi. The privileges
granted include:
a) Exemption from payment of income tax for certain operations for a period of seven years from the

dates on which the income is first derived from such operations.

b) Exemption from payment of import duty for raw materials imported for re-exporting for the period

of one year from the first date of importation.

C) Exemption from payment of import duty on imported machinery as approved by the Board of

Investment.

As a promoted company, the Company must comply with certain conditions and restrictions

provided for in the promotional certificates.

25 Dividends
a) At the ordinary shareholders’ meeting held on 27 April 2005, the shareholders approved the
appropriation of dividends of Baht 0.15 per share, amounting to Baht 24,750,000, from the net
profit of the year 2004. The dividend was paid to shareholders during 2005.

b) At the Board of Directors’ meeting held on 9 August 2005, the board of directors approved the
appropriation of interim dividends of Baht 0.15 per share, amounting to Baht 24,750,000, from the
net profit of the six-month period ended 30 June 2005. The interim dividend was paid to shareholders
during 2005.
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C) At the Board of Directors’ meeting held on 6 November 2006, the board of directors approved the
appropriation of interim dividends of Baht 0.11 per share, amounting to Baht 18,150,000, from the
net profit of the nine-month period ended 30 September 2006. The interim dividend was paid to
shareholders during 2006.

Financial instruments
Financial risk management policies

The Company is exposed to normal business risks from changes in market interest rates and
currency exchange rates and from non-performance of contractual obligations by counterparties. The
Company does not issue derivative financial instruments for speculative or trading purposes.

Interest rate risk

Interest rate risk is the risk that future movements in market interest rates will affect the results of
the Company’s operations and its cash flows. Management believes that the interest rate risk is minimal.
Hence, the Company has no hedging agreement to protect against such risk.

Foreign currency risk
The Company is exposed to foreign currency risk relating to purchases and sales which are
denominated in foreign currencies. Management believes that the foreign currency risk is minimal.

Hence, the Company does not use derivative financial instruments to mitigate this risk.

Credit risk

Credit risk is the potential financial loss resulting from the failure of a customer or a counter party
to settle its financial and contractual obligations to the Company as and when they fall due. Management
has a credit policy in place and the exposure to credit risk is monitored on an ongoing basis. Credit
evaluations are performed on customers. At the balance sheet date there were no significant concentrations
of credit risk. The credit risk is represented by the carrying amount of each financial asset in the balance
sheet. However, management does not anticipate material losses from its debt collection.

Liquidity risk
The Company monitors its liquidity risk and maintains a level of cash and cash equivalents
deemed adequate by management to finance the Company’s operations and to mitigate the effects of

fluctuations in cash flows.

Fair values

The fair value is the amount for which an asset could be exchanged, or a liability settled, between
knowledgeable, willing parties in an arm’s length transaction. In determining the fair value of its financial
assets and liabilities, the Company takes into account its current circumstances and the costs that would
be incurred to exchange or settle the underlying financial instrument.

The following methods and assumptions are used to estimate the fair value of financial instruments.

Cash and cash equivalents and receivables - the carrying values are approximate to their fair
values due to the relatively short-term maturity of these financial instruments.

Bank overdrafts and short-term loans from financial institutions and payables - the carrying

amounts of these financial liabilities are approximate to their fair values due to the relatively short-term

maturity of these financial instruments.
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Long-term loan is at floating interest rate as market interest rate - the carrying amount of long-term loan
is close to fair value. Long-term loan is at fixed interest rate for the first and second year. The carrying amount

of long-term loan is close to fair value.

27 Commitments
a) As at 31 December 2006, the Company had an outstanding commitment for the importation of

machinery and equipment from foreign countries totalling approximately Baht 4.1 million.

b) The Company has an agreement with a foreign company entered into since 1999 whereby the
latter will assist in performing marketing activities in the United States of America and Canada. In
consideration thereof, the Company is committed to pay commission based on certain percentage

of sales price surplus as indicated in the agreement.

C) The Company has an obligation under an agreed memorandum that the Company entered into
with a trade debtor in 2002 under which such debtor has the right to repurchase land and
buildings, that the Company uses at present, at a prescribed price within 5 years commencing
from the date that the debtor sold and transferred the ownership of such land and buildings to the
Company up to May 2007. As at 31 December 2006, the book value of such land and buildings

was totalling Baht 10.1 million.

d) The Company has a land rental agreement for its warehouse. This agreement is for a period of

twelve (12) years. The annual rental amounts to Baht 360,000.

e) In December 2006, the Company has a financial advisor agreement with a local company
whereby the latter will render service in financial advisory to the Company. In consideration
thereof, the Company is committed to pay financial advisor fees of Baht 0.3 million plus margin at

a certain percentage according to condition prescribed in the agreement.

28 Contingent liability
As at 31 December 2006, the Company was contingently liable to a financial institution for letters
of guarantee issued in favour of a government agency totalling approximately Baht 0.7 million, which was
collateralised by the Company’s fixed deposit.

29 Reclassification of accounts
Certain accounts in the 2005 financial statements have been reclassified to conform with the
presentation in the 2006 financial statements.

116  s1wvuls:5 254SD







usdn ©.Ie.n§U 97A (UMBU) C.1.Group Public Company Limited.

11 vij 7 auuuondn iiuavvgdn 81netijen Unusid 12000

ISTR!
[EX T TR IEPTT Reg. No. 059-A

Insewri : 0-2976-5290-9, 0-2598-2331-2 Insans : 0-2976-5023
1/1 Moo 7 Bangkoowad Rd., Bangkoowad, Prathumtani 12000 Thailand

®
s p® Tel : 0-2976-5290-9, 0-2598-2331-2 Fax : 0-2976-5023
c us c us Email : cigroup@coilinter.com URL http://www.coilinter.com



