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(Wtdae : AU
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i Sui 31 sSuoAu ru Sui 31 suoiAu
2549 2548 2549 2548

- anklinmsA
131 i wilnea Bud v 7 4nin 3Emeing - - 0.02 -
131 v waiua Bud ¥ A 3Emeing - - 0.05 -
13w wllvny andin WEdReateaiy 4118 36.51 27.63 3253
1310 Fanwasin afin inReadeiu 12.15 7.86 10.37 6.66
131 aude Ades uaud wanedn A inReadeiu 14.98 9.07 220 077
13N QAUAUA A7in inReadeiu 13.10 17.56 11.73 17.56
81.41 71.00 52.00 57.52
- ankidu
L3E hiRine unamied 1in U3Emeing - - 3.00 1.04
131 aude Ades uaud wanedn A inReadeiu 9.44 11.78 9.44 11.78
9.44 11.78 12.44 12.82
- aoniluASU
131 v wiiua Bud ¥ A 13Emeing - - 1.35 2.20
- - 1.35 2.20
- kimsA
L3H hiRifa unamied 1in 13Emeing - - 42.20 22.86
131 i nilnea Bud v 7 4nin 3Emeing - - 153.64 321.99
131 e waiua Bud ¥ A L3Emeing - - 410 1.04
131 aude Ades uaud wanedn A inReadeiu 2.37 1.90 0.01 -
Usiiiuadasiudung 0.05 0.07 - -
242 1.97 199.95 345.89
- HKUdY
L3 thiAiia wnained S1in U3Emeing - - 20.56 18.54
139N gl Uu anfn 13umneiag) - - - 10.94
L3t v wua Bud via © Aniin 3Emeing - - 0.14 -
13 9amA Bumefiuduuua in U3Emeiag - - 415 4.20
13N 1WE ndm avnin iniieade 0.57 - 0.56 -
13N Aenwmas §a afn inReadesiu 4.22 458 - -
151 audie Aiflef uwous wanadn aarn inReadeiu 0.18 - 0.18 -
LsEmaadesiubu 0.01 0.04 - 0.04
4.98 4.62 25.59 33.72
- aoniluAILTIY
31 thiAiia wnauiued 7iin U3Emeing - - 1.67 048
139N gl 1Uu a1fn 13umneiag) - - - 0.15
- - 1.67 0.63
- oulfgdus:e: uni
L3t v wua Bud via © 4niin 3Emeing
HAARIIIA - - - -
Rl Fiadszainann - - 81.00 -
RuliftuiuAuszinmn - - (21.00) -
ganlaneeon - - 60.00 -
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HRARUIA - - - -
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RuftinangAuszndngnn - - - (370.00)
ganilaieang - - - -
1390 gls U i 13dneas
HAARWIINA - - 40.00 5.00
Rufthufisdussinena - - 15.00 40.00
Rutluansuszndneemn - - (55.00) (5.00)
ganllanenn - - - 40.00
136 e Wala Bud v ©e1in 1srmtiag
HAARWIIN - - - 191.00
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Rutluanafuszndneme - - - (372.00)
ganllanenn - - - -
sududtuszes u - - 145.00 160.00
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(vidag : A1uum)
A2 “UWus VUNISIDUSON VUMSIDUIWI:USEN
u Sui 31 sSuoAu tu Sui 31 suoiAu
2549 2548 2549 2548

usunlunaungli

13 1hihina unawwed S L3Emeiag - - 0.13 -
L5t qude wailnen Sus v " i 13emeiag - - 0.03 0.04
1390 gl 1Uu anfn 13mneiag) - - - 4.66
131 qud wa Bui ¥~ i 13neing - - 0.05 -
1319 wallvny anrin WiiniReades 163.29 147.28 125.82 129.48
13N Fenwmasin anrin iniieade 36.38 4381 33.18 38.36
13N dauaus annin LiTReades 38.33 63.26 36.23 63.23
U3 oudie iiles uwous wanedn aann LimliRades 53.11 43.69 11.60 6.91

281.11 298.04 206.04 242.68

- yaANN3Te WA LT W AUl 31 SunAN 2549 uay 2548

(vitdag : A1unn)
A2 WUluS VUNMSIDUSOU VUMSIDUIWI:USEN
i Sui 31 suoAu tu Sui 31 suoiAu
2549 2548 2549 2548

usenlundudovin

139 UnFiAa unasiues sda 1sEmeiag - - 145.44 76.78
1310 gls 1w andn 13tmneiag) - - - 8.23
1534 qude ailren AU ¥ ~ain Uemeiag - - 543.14 483.94
135 st Wala Bud v © eain 13smeiag - - 7.13 2.55
151 audie Aiflaf uweus wanadn aarn inTReadesiu 8.53 5.92 - 0.04
LT dasiuau 0.33 0.43 - -

8.86 6.35 695.71 571.54

o

218N"910118 " WANTENINTUeILIEM sudy nfUl e @i AuuTEndesuastiiviifesdesiudullnin
manaEnAafugnAiall sndundndueiniagennalusman sndmu
-yareldtu uiuTTw adun 31 fuanAn 2549 ua 2548

(Wdagl ; AuL)

A Lulus VUMSIDUSIU VUMSIDUIAWI:USEN
“msul"u aduh 31 Sucau  “msul U asui 31 SuoiAu

2549 2548 2549 2548

13 1hiRina unauief S 13Emeiag - - 35.69 8.77

1310 gls 1w andn 13tmneiag) - - - 0.03

138N qamnA Bumefiutuuns 41 13Emeiag - - 1.51 0.04

131 qudt W B i3~ i 13ty - - - 0.22

151 audie Aiflaf uweus wanadn aarn inTReades 37.46 41.30 37.46 41.30
U3 Aenwasin a1in LimRades - 0.20 - -

LsEmaadesiubu 0.01 0.01 0.01 0.01

37.47 41,51 74.67 50.37
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(Vidagl : A1)

ADU “Lulus VUNISIDUSOU VUMISIDUIWI:USEN
"$ul~u adun 31 sucAu “1sul~u adun 31 suoau
2549 2548 2549 2548
U3 thiAina wnamied $1in U3Eveias - - 227.16 200.01
130 gls 1w Andm 13ttt - - - 092
13N QAmA Bumefiuduua Anin 13neiae - - 25.14 21.32
L3t 2 nilnea Bud v © 4niin 13neiag - - 2.64 2.63
L3t v wua Bud ¥iE © 4nin 13neiag - - - 0.45
13N W nda Anin 3T Aeadesriu 11.14 11.09 6.22 6.22
139N fenwasin anrin L3 Aeadesriu 32.09 29.14 0.02 -
131 audie Ales uous wanedn aann 3T Aeadesriu 0.04 0.03 0.03 0.03
ADUZLAAA S uﬂm@ﬁ'ﬁm%’mﬁu 0.96 - - -
Usiaadesiubun 0.03 0.01 - -
44.26 40.27 261.21 231.58

sensnelfuazanldanedusendneiugeiddm ouda nFil ae @unTw fuEEvdeauaziddmnineadesiuly

uandluldanu ynnfinnasiauiu A1uinng wazAnunauen Wuldaundninueanasianiu Inefidnanilsdusiu

dszanniFeeas 40 - 60 uavar| lumumamu

- yaAmenideiuainnsian wmiutlTw adui 31 fuanan 2549 uay 2548

(Vidagl : A1)

AD “Uuius VUNISIDUSON VUMSIDUIWI:USEN
“$ul"u adun 31 suoau  “Ksulu adun 31 sucAu
2549 2548 2549 2548
136 2 nua Aud v © Adn 1sEmeiag - - 21.22 30.48
- - 21.22 30.48

'
o A

- yaAmenidganaanniedan iy aduil 31 fwnAn 2549 uaz 2548

(Wdagl : AuLn)

A2 “Uuius VUNISIDUSON VUMSIDUIAWI:USEN

“1$ul~u adun 31 SumAu  “mSul U asui 31 SuoiAy
2549 2548 2549 2548
131 1hfRiAa unaiiues sndn 1sEmelan - - 2.80 2.43
130 gls 1w Andn U3neios - - 0.85 0.17
139 9ufe rea AU V3~ din 1sEmtiag - - - 2.91
139 218 Wala Bud ¥ © 4in 1stmtiag - - - 3.22
- - 3.65 8.73
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220 el e3P e3Pp e3P e
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9T1924RU Credit term sl

(1uag : un)

VUNISIDUSOU
u Sun 31 suou

VUNISIDUIOWI:USEN
u Sun 31 suou

2549

2548

2549

2548

& s & g9 o o
Qﬂuumamw@gjhmuumw:

A e Ado o
NUUNITATLLNATNAIYUUNANTITER

-1adifiu 3 heu

- 1INN9N 3 LR TN 6 LAe
- 1ANNTT 6 1A T4 9 Lhaw
- 17nN97 9 e

59u

A o

AINUTL

S

' ¥
o =

n ANNeVil € Ba gy

¢

nutinisAuasFatuiy - b

=) =

448,190,565.49

429,095,457.77

195,704,006.61

204,477,399.72

182,003,386.84 85,018,524.70 21,750,562.68 20,198,665.58
5,687,108.59 1,342,450.07 4,100,054.69 1,342,450.07
1,310,396.57 - 1,310,396.57 -
2,488,758.27 - 2,488,758.27 -
639,680,215.76  515,456,432.54 225,353,778.82 226,018,615.37
176,154,265.63  168,850,651.39 49,498,536.00 89,045,449.68
(6,581,074.76) (4,155,607.24) (2,460,083.92) (271,493.00)
809,163,406.63  680,151,476.69 272,392,230.90 314,792,472.05

. anhimsAusuhdosia:usynniNeodoonu

X Y = ae dd o o Hvo X
ANUUNITATUTEHNLDLURTLTENNINLIUBAINY LLEIﬂVIWN’ﬂ’]EqIMuVLﬂﬂQu

o

(dagl : un)

VUNISIVUSOU
ru Sun 31 suoiwu

VUNISIDUIOWI:USEN
ru Sun 31 suoiau

2549 2548 2549 2548
grviimsdnteglurmngas 8141333824  70,577,411.33 5200399662  57,102,672.35
QnuﬁnﬂiﬁwLmﬂmumwﬁ?{ﬁ”wﬁwxﬁqﬁ
- ladifin 3 hiau - 421,834.66 - 421,834.66
99U 81,413,338.24 70,999,245.99 52,003,996.62 57,624,507.01
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9. “umALIKao - N3

1lsenavdiag
(dngl : un)
VUNISIDUSOU VUNISIDUIAWI:USEN
 5un 31 suoAu i Sui 31 suoAu
2549 2548 2549 2548
TR AL 168,540,897.15  165,646,883.42 49,798,205.22 47,773,586.29
S UANTENINHAR 197,252,001.10  133,002,071.30  123,504,405.74  103,000,940.11
“uAn “udagu 455,441,191.37  366,985861.96  118,613,073.08  120,575,262.24
W ARIAS 27,129,340.07 13,723,433.92 9,692,179.75 7,730,535.00
S UANIENINNNY - 801,129.76 - 361,332.00
598 838,363,429.69  680,159,380.36  301,607,863.79  279,441,655.64
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Vanachai Group Public Company Limited

Board of Directors Report

Dear Shareholders;

In 2006, the Thai economy had grown slightly from 2005, mainly from strong export growth. However, consumption had slowed down due

to continuous increase in oil price and high interest rates.

Nevertheless, Vanachai Group has been able to produce and sell our products at near full capacity. Noticeably, our MDF sales had grown up
15% from 2005 due to increasing regional demand and our new production facility in Surat Thani under our subsidiary company, Vanachai Panel

Industries Company Limited which started production in the 4" quarter of 2006.

We also benefited from the growth of our value-added products, namely, Laminated Flooring, Laminated Particleboard and MDF Board. In

2006, our sales of value-added products increased 116%, improving our consolidated sales by 11% compared to 2005.

There were cost increases in many areas such as raw materials, oil, and energy. These cost increases caused to profit in 2006 to be similar
to that of 2005, due to cost increase that offset the growth of revenue. The profit in 2006 was lower than 2005 by 48 million Baht or about 6%. This

profit already took out the earning from sales of old machinery in 2005 worth 54 million Baht.

In 2007, Vanachai Group and subsidiaries has set plans to improve efficiency to sustain our competitiveness. By that we are set out to run
another year with full capacity. We have flexibilities in our numerous production facilities so we change production and prices in order to compete and

serve the market better to sustain our regional leadership.

Lastly, the Board of Director would like to graciously thank our shareholders, governmental and private institutions that had supported us

through out the year as before.

(2 s e 1T

(Mr. Sompop Sahawat) (Mr. Wanthana Jaroennawarat)

Chairman Managing Director
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Vanachai Group Public Company Limited

Audit Committee’s Report

Audit Committee of Vanachai Group Public Company are composed of the 3 Independent Directors in accordance with the qualifications and

rules stipulated by The Stock Exchange of Thailand are as follows :

1. Mr. Nipon Wisityuthasart Chairman of the Audit Committee
2. Dr. Phachon Khantachvana Director of Audit Committee
3. Pol. Gen. Wichean Potephosree Director of Audit Committee

Scope of authority and duties of the audit committee

- To review accuracy and completeness of the company’s financial statements.

- To review the appropriateness and effectiveness of the company’s internal control system and internal audit system.

- To review that the company operates in line with the Securities and Exchange Act, the Regulations of the Stock Exchange of Thailand, or any
other relevant laws.

- To consider, select, and propose the appointment and compensation of the company’s auditor.

- To consider the correctness and completeness of the disclosure of any inter-related transactions or transactions with conflict of interests.

- To prepare the corporate governance reports of the Audit Committee in the company’s annual report.

- To perform any additional duties assigned by the company’s Board of Directors with the consent of the Audit Committee.

During 2006s, audit committees hold 4 meeting (Always the Director Audit of Committees have to attend meeting) to trace and approve in
3rd quarter financial statement proposal which has passed by certificated accountant. Annual financial statement approved by certified account. To
make sure that financial statements accurate and reveal the real financial status in compliance with the generally accounting principles. And respective
consent to exposure important information an accurately and completely with the generally accounting principles by submitted to the board of directors

for consideration.

After investigation of adequacy evaluation form of internal control has been done by audit committees, it reported that company internal

control is appropriate adequately.

Audit committees have considered of the disclosure of any inter-related transactions or transactions with conflict of interests between
company and its relevant affiliates and related person to make sure that company follow regulations and rules stipulated by Stock Exchange of Thailand,
also exposure of adequate information useful to investors. Trade transaction occurred among company, affiliates, other related companies, or interest
group has been according to market price or fair dealing, comparable to transaction occurred to the outsiders. Also, company has exposed information

accurately and completely.

Audit committees have appointed audit accountant from Sam Nak-Ngan A.M.C Co., Ltd. Also extrapolated accounting audit expenditures to

submit board of approval and submit at shareholder common conference of year 2007s for future approval.

(Mr. Nipon Wisityuthasart)

Audit Committee Chairman
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Corporate Information

Company Address Type of business Paid-up capital (baht)
Vanachai Group Public Company Head office Manufacture and sales 1,302,824,189.00
Limited. 2/1 Pibulsongkram,Bangsue, Bangkok - MDF Board

Telephone 0 2585 4900-3, 0 2913 2180-9 - Moulded Doorskin

Fax 0 2587 0516, 0 2587 9556 - Laminated MDF Board
- Laminated Particleboard

Factory - Laminate Flooring

22/1 Banbung-Nungmok Rd., Banbung,  for local and export

Cholburi

Telephone 0 3829 7322-30

Fax. 0 3829 7334

Particle Planner Co., Ltd. Head office Manufacture Particleboard for local and 250,000,000.00
2/1 Pibulsongkram, Bangsue, Bangkok  export sales
Telephone 0 2585 4900-3, 0 2913 2180-9
Fax. 0 2587 0516, 0 2587 9556
Factory
22/2 Banbung - Nungmok Rd.,
Banbung, Cholburi
Telephone 0 3829 7322-30
Fax. 0 3829 7334
Durospan co., Ltd. Head office Process of Liquidate 48,000,052.00

2/1 Pibulsongkram, Bangsue, Bangkok
Telephone 0 2585 4900-3, 0 2913 2180-9
Fax. 0 2587 0516, 0 2587 9556
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Company Address Type of business Paid-up capital (baht)
Vanachai Chemical Industries Head office Manufacture and sales resin and 150,000,000.00
Co., Ltd. 2/1 Pibulsongkram, Bangsue, Bangkok impregnated paper to support usage
Telephone 0 2585 4900-3, 0 2913 2180-9 among the Vanachai Group
Fax 0 2587 0516, 0 2587 9556
Factory

10 soi jee-14 Prakornsongkroaraj
Rd., Mabtapud, Muang, Rayong
10/1 soi jee-14 Prakornsongkroaraj
Rd., Mabtapud, Muang, Rayong
Telephone 0 3868 5071-2

Fax 0 3868 3562

Vanachai Panel Industries Co., Ltd. Head office

2/1 Pibulsongkram, Bangsue, Bangkok

Manufacture Particleboard and 1,600,000,000.00

laminated particleboard for

Telephone 0 2585 4900-3, 0 2913 2180-9 local and export sales

Fax 0 2587 0516, 0 25687 9556
Factory

8/8 Moo 1 Khao Niphun Wieng Sra,
Surat Thani

115 Moo 3 Thungsong, Wieng Sra,
Surat Thani

Telephone 0 7727 8500

Fax 07730 1130

Woodtek International Co., Ltd. Head office
2/1 Pibulsongkram, Bangsue, Bangkok

Operate marketing business 2,000,000.00

for all products under the

Telephone 0 2585 4900-3, 0 2913 2180-9 Vanachai Group

Fax 0 2587 0516, 0 2587 9556
Branch

1354 Krungthep - Nonthburi Rd.,
Bangsue, Bangkok
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References
(A)  Share Register . THAILAND SECURITIES DEPOSITORY CO., LTD.
Adderss : 2 /7 Moo 4 (North Park Project) Vibhavadee-Rangsit Rd.,
Tungsonghong, Laksee, Bangkok 10210
Tel. : 02596 9000
Fax. : 02832 4994-6
(B) Debenture holder’s representative . THAI MILITARY BANK PUBLIC CO., LTD.
Adderss . 393 Silom Road, Bangrak, Bangkok 10500
Tel. : 02230 5479, 0 2230 5040
Fax. - 02266 7213
(C)  Auditor : SAM NAK-NGAN AM.C. CO., LTD.
Adderss : 4" Unit, 19" Floor, Silom Complex Building
191 Silom Road, Silom, Bangrak, bangkok 10500
Tel. : 02231 3980-7
Fax. : 02231 3988
Auditor Name . Miss Prapasee Leelasupha CPA No. 4664 or

Miss Sukanya Sutheeprasert CPA No. 5063
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Vanachai Group Public Company Limited

Highlight of Financial Performance

VANACHAI GROUP PUBLIC COMPANY LIMITED AND ITS SUBSIDIARY COMPANIES

1. Financial Statement Unit - Milion Baht 2. Financial Ratio

2006 2005 2004 2006 2005 2004
Total Asset 11,443 9,835 9,029 Gross Profit Margin Ratio 31% 33% 41%
Total Liabilities 6,288 5,067 4,632 Net Profit Margin Ratio 1% 12% 22%
Shareholder Equity 5155 4,768 4,397 Return on Equity Ratio 14% 17%  30%
Sale Revenue and Services 6,617 5988 5,492 Return on Asset Ratio 7% 8% 14%
Total Revenue 6,691 6,100 5,557 Net Profit Per Share (Baht) 0.55 0.58 0.95
Gross Profit Margin 2,027 1,967 2,234 Book Value Per Share (Baht) 3.96 3.66 3.38
Profit Befor Interest Express and Income Tax 1,018 1,074 1,632 Dividend Per Share (Baht) 0.25*% 0.25 0.50
Interest Expenses and Income Tax 305 314 299 Debt to Equity 1.22 1.06 1.05
Net Profit 713 760 1,233

* Presented to the ordinary shareholder meeting 2007 for dividend payment from 2006 opearation approval
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Significant Changes in 2006

In 20086, the expansion project on MDF Board with production capacity of 210,000 m’ per year, expanded by 75%, under Vanachai Panel
Industries Company Limited, a subsidiary company with 99.99% shareholders. Manufacturing and distribution is to run by the 4" quarter of year 2008s.
Regarding to melamine impregnated paper project with 28 million m” per annum, under Vanachai Chemical Industries Company Limited, a subsidiary

company with 99.99% shareholders, Manufacturing and distribution is to run by the 3 quarter of year 2006s.

In 2006, Durospan Company Limited, a subsidiary company with 99.99% shareholders, has stopped production of Particleboard. In 2005, the

company sold out machines and manufacturing equipments for Particleboard and Laminated machinery. July 2006, has to register to wind up company.

Result, from expansion on MDF Board with production capacity at above. Composed of among products of company, a subsidiary company
able to increasing sales account by 11% from 2005s. Effective increase cost due to costly of raw materials follow highly fuel price used for production
Laminated MDF Board, Particleboard and produced urea formaldehyde. Consequently, net profit on performance outcomes in 2006 closeness from
2005, excluded income the company sold out machines and manufacturing equipments for Particleboard and Laminated machinery Bht. 54 million, net

profit year 2006 lower than 2005 equal Bht. 48 million or 6%.

Concerning to finance in fiscal year 2006s, company has liquidated long-term loan amount Bht. 538 million at ended dated of year 2006s.
Company and its affiliates have owed liability sum of Bht. 6,288 million; shareholder’s equity is Bht. 5,155 million; liability and shareholder’s equity is
1.22 : 1, which is deemed as stabilized financial status. In 2006, company pay shareholder dividend reward amounted Bht. 326 million at valued Bht

0.25 per share.
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Types of Business

Vanachai Group Public Company, whose former name was MDF Planner Co., Ltd. has been established on February 23, 1989, and registered
as public company on November 1, 1994. Later, in 1995, the company has become a listed company in Stock Exchange of Thailand, with a registered
capital sum of Bht 1,426,666,667 and paid capital sum of Bht 1,302,935,445 on December 31, 2006.

The company and its subsidiaries have operated, produced, and distributed panel boards, which being used as a substitute for natural wood

and other related products. The following are main products;

1) MDF Board; a product made from a combination of wood fiber or plant fiber and adhesive, which production process is relied on

compaction method with high density dispersed throughout the board.

2) Particleboard; a product made from small pieces of wood compacted with adhesive to bond structural body of particleboard. Upper and
lower layer of wood composed of fine pieces of wood, whereas middle layers a rough wood. The properties of particleboard are

unsuitable for nail attachment, edge trimming, and grooved surface valve. The particlewood is produced by affiliated companies.
Current group of company have products capacity of MDF Board and Particleboard follows:-

1. A total products capacity of MDF Board 480,000 m® per annum. Manufacturing by affiliated companies; Vanachai Group Public Company
sited in Banbueng District, Chonburi and Vanachai Panel Industries Co., Ltd., sited in Wiengsra District, Surathani. They produced 270,000 m’, and

210,000 m® per annum, respectively.

2. A total products capacity of Particleboard 900,000 m® per annum. Manufacturing by affiliated companies; Particle Planner co., Ltd. sited
in Banbueng District, Chonburi, and Vanachai Panel Industries Co., Ltd., sited in Wiengsra District, Surathani. They produced 150,000 m’, and 750,000

m® per annum, respectively.

Vanachai Chemical Industries Co., Ltd., its subsidiary companies have produced urea formaldehyde and Melamine Impregnate Paper, which

have been used as raw material for manufacturing wood-based panel supplied to affiliates; is located at Maabtaput District, Rayong.

In 2008, revenue ratio between MDF Board and Particleboard is figured 36 : 54. Company’s domestic and international customers are major

manufactures in wood industry; such as construction, decoration, furniture.

The company and subsidiaries’ products have been available domestically and internationally. The company and affiliates’ have sales amount
accounted for Bht 6,617.0 million in 2006s, Bht. 5,987.6 million compared to previous year. Its cause to increased Bht. 629.3 million or : 11%. Due
to distribute amount of MDF Board and Particleboard increased 15% and 1 respectively. Where domestic and international sale ratio was 43 : 57.

International customers mainly include Asia countries, such as China, Korea, Hong Kong, Taiwan, and Malaysia.
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In 2006s, net profit valued Bht 712.8 million, Bht 760.4 million compared to previous year, reduced by Bht. 47.6% million account by 6%. Due
to 2005s, an affiliated company sole out machines and manufacturing equipments and gain value Bht 53.6 million. Throughout increased of pararubberwood

by 27%, which have been used as raw material and highly oil fuel price resulted in an increasing of cost of energy.

Company and its affiliates have consolidated assets of Bht 11,443.4 million ended on December 31, 2006, raised by Bht 1,608.6 million from
previous year.This is a result of two expansion investment projects; MDF Board with production capacity of 210,000 m® yearly at capital investment
sum of Bht 2,700 million by Vanachai Panel Industries Co., Ltd. and Melamine Impregnate Paper with production capacity of 28,000,000 m® yearly at
capital investment sum of Bht 450 million by Vanachai Chemical Industries Co., Ltd.

On December 31, 2006, company and its affiliated have consolidated liabilities of Bht 6,288.2 million, raised by Bht 1,221.1 million from
previous year, due to increased loan for expansion investment mentioned above. Liability and capital ratio was accounted 1:22:1 in 2005s, to increased
composed to 1:06:1 in 2005.

Risks which may affect performance results or contingent finance status have been exposed in risk factors.

Type of business of the company and its subsidiaries

Company Type of business Paid-up capital % shareholding
(Million baht)
- Vanachai Group Public Company Limited Manufacture MDF Board, Moulded Doorskins and 1,301.93 -

Laminate Flooring for local and export sales

- Particle Planner Co., Ltd. Manufacture Particleboard for local and export sales 250 99.99%
- Durospan Co., Ltd. Process of liquidate 48 99.99%
- Vanachai Chemical Industries Co., Ltd. Manufacture resin and Melamine impregnated paper for 150 99.99%

among the Vanachai Group sales

- Vanachai Panel Industries Co., Ltd. Manufacture Particleboard, Impregnated Particleboard, 1,600 99.99%
and MDF Board for local and export sales.

- Woodtek International Co., Ltd. Operate marketing business for all products under the 2 99.97%
Vanachai Group
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Business of the related companies

Company

Type of business

% of shareholding

1. The Vanachai Group of
Companies Co., Ltd.

2. Vanachai Intertrading
Group Co., Ltd.

3. Firstwood Co., Ltd.

4. Woodland Co., Ltd.

5. Doctorwood Co., Ltd.

6. Vanachai Plywood Co., Ltd.

7. Vanachai Veneer and Plywood

Co., Ltd.
8. Maeyai Co., Ltd.

9. The Sunant Timber Co., Ltd.

Holding Company

Holding Company

Office for lease

Manufacture Flush and moulded doors

Manufacture furniture from pararubberwood,

Particleboard and MDF Board

shipment wharf

Warehouse for lease and loading and unloading

Manufacture plywood and impregnated plywood

Manufacture MDF Board with impregnated

plywood
Manufacture and distribute of Veneer

See details in topic Shareholding

100% Shareholding by the directors of the
Vanachai Plc.

The shareholding structure is similar to the Vanachai
Group of Companies Co., Ltd.

The Vanachai Intertrading Group Co., Ltd.

holds 99.99% shares.

The Vanachai Intertrading Group Co., Ltd. holds
99.99% shares.

The Vanachai Intertrading Group Co., Ltd.

holds 99.99% shares.

100% shareholding by the directors of the Vanachai
Group Plc. and the Sahavat Family

The Vanachai Intertrading Group Co., Ltd.

holds 99.99% shares.

The Vanachai Intertrading Group Co., Ltd.

holds 99.99% shares.

The Vanachai Intertrading Group Co., Ltd.

holds 99.99% shares.

Investment (in relevant companies) is intended to consolidate all companies in a group that produce and distribute wood-based panel, and

other related products, company aim at high quality products with competitive cost, encourage and support income and distribution among groups.

Board of Directors act as managing committee of affiliates so that to device policy and regulate operation to achieve designated target goal and

policy. %

Revenues structure

Million Baht
% of
Products Operator Share 2006 2005 2004
holding | Revenues | % |Revenues | % |Revenues| %
MDF Board Vanachai Group Plc., and 2,396.77 | 36 | 2,125.86 | 36 | 2,048.79| 38
Vanachai Panel Industries Co., Ltd. 99.99
Particleboard Particle Planner Co., Ltd. and 99.99 3,697.50 | 54 | 3,295.26 | 55 | 3,011.09| b5
Vanachai Panel Industries Co., Ltd. 99.99
Laminated MDF Board Vanachai Group Plc., and 31.69 1 17.13 19.57
Durospan Co., Ltd. 99.99
Laminated Particleboard Vanachai Group Plc., and 217.27 3 158.85 3 63.06 1
Durospan Co., Ltd., 99.99
Vanachai Panel Industries Co., Ltd.
Moulded Doorskins Vanachai Group Plc., 282.37 4 314.58 5 22864 4
Laminate Flooring Vanachai Group Plc., 40.54 1 17.93 - -
Glue and Formaldehyde Vanachai Chemical Industries Co., Ltd. 99.99 47.58 1 58.01 1 121.10 2
Other Woodtek International Co., Ltd. 99.97 3.25 - 0.02 - - -
Total sales 6,616.97 | 100 | 5,987.64 [100 | 5,492.25| 100
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Industry and Competition Condition

Industry Overview

In 2006, overall domestic economics situation becomes gradually uptrend. It is because of the increase in export. Local construction industry
downturns composed of increased of fuel price and the constant interest rate at a high level. Result to the consumers turn to be carefully for their
expenses. The Major product are composed with MDF Board and Particleboard which mainly using in a wide range to industries, such as construction,
decoration and furniture. Above mention products an effective to decreased of domestic demand. Especially increased of manufacture and production
capacity competition is relatively high, foreign market demands of particleboard has still been increasing, but its competition is less intense in 2006s.

However, strong baht value compared to us dollar, in 2006s, effective reduce to export income.

The major products of the company and its subsidiaries were MDF Board and Particleboard. The overview in 2006 production of particleboard that
there was a high competition continuously from previous year. Due to the rise of production capacity. The company, thus, aims to develop the product
quality appropriate to the usage market both local and aboard for reduce competition price. Overall, competition of MDF Board less than Particleboard
because of demand of local and domestic still continue. The company and its subsidiaries has to increasing product capacity of MDF Board by
sufficiency in 2006s. Moreover, company an operate variety of product with quality appropriate to the usage such as Laminated MDF Board, Laminated
Particleboard and Laminated Flooring. To develop the cost management, develop product quality appropriate to the usage and operate under the ISO

9001 management system. This causes the company can efficiently compete with other manufacturers in the industry.

MDF Board

In Thailand, there are five major MDF Board manufactures, which overall production capacity is estimated 960,000m° per annum. Among
them, our production capacity is extrapolated 270,000 m® per annum, or accounted for 28% of overall. Throughout, company has invested in expanding
the MDF Board capacity to 210,000m’ per year, which manufactures and distribution to run by the 4" quarter of year 2006s. As domestic demand is
decreasing. On the other hand, economical downturn in construction industry. An effective of economic situation, every manufacturers have necessarily

exported their products to replace residue production capacity.
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Particleboard

In Thailand, there are twelve major Particleboard manufactures, which overall production capacity is estimated 2,820,000 m® per annum.
Among them, our production capacity is extrapolated 900,000 m® per annum, or accounted for 32% of overall. In 2006s, Particleboard Industry all are

intense competition, due to exceed product capacity of industry. The affiliated companies were manufactured and distributed in full capacity.

International Market

Overview in 2006s, the increasing demand of Particleboard in export market compared to last year, slightly. Due to the affiliated companies
were manufactured and distributed in full capacity. Competition price relatively is approximate 7%, reduce from 2005. In 2005s the high intense
competition price reduced from last year and increasing or accounted for 7% compared to previous year. Due to MDF Board products the demand of
international market and expansion of production capacity. Exportation by company and its affiliated company to increasing of export volume has risen

up by 38% compared to last year. Average sale price certainly situation compared to year 2005.

Competition of International market for MDF products and particleboard company distribution adjustment has been done in respective with
markets as maintaining existing market share and new penetration to market such as in South Asia. Company has emphasized on a fill production

capacity, product quality, production improvement, and reduced cost in order to be dominant player in competitive market effectively.
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Risk Factors

Marketing and Price

The company and its subsidiaries operate the same business in producing and distributing the MDF Board, particleboard, moulded doorskins,
laminated MDF Board, laminated particleboard, and laminated flooring. The company distributes its products to both local and abroad manufacturers

and distributors in the decoration construction industry, furniture industry and electronics industry such as loudspeaker cabinet.

The market risk depends upon the foreign and domestic economy as well as the local and oversea operators’ competition. The company may
use marketing price policy to face with competition. All this MDF Board and Particleboard price both are fluctuated consistent adjustment depend on
the supply and demand of the market at different period of time. The company has appropriately distributed its products to different distribution
channels. With the long business experience, the company can realize that each business has its own business cycle taking turns continuously. The
company has enhanced a sufficient production with respect to the demand both local and aboard of the market at different period of time in order to

maximize the company’s benefits. To increasing export market to offset domestic because of an effective of economic, caused to reduce demand.

The price risk, due to company expansion manufacture capacity of MDF capacity of 210,000 m? per annum. Which to product and distributed
to market both local and aborad, result to increasing product capacity for 480,000 m? per annum. Particleboard production capacity for 900,000 m® per
annum, result to increased of demand may effective to sale price reduce in future. However, value-added product by company such as Impregnated,

Laminated Flooring an effective of price to slightly.

Exchange rate risk

The company exports its product in U.S. dollars for approximately 60% of total sales while there are imported expenses of raw materials to
produce resin, machinery and equipment for production expansion, and some spare parts and tools for maintenance. Company has no risk agreement

for exchange rate protection with U.S dollars and Euro.

Regarding the excessive export sales, the company constantly keeps updated with exchange rate news and issues, and considers to

efficiently using the different types of financial instruments in order to minimize exchange rate uncertainty.
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Bad debt risk

The company has no risk of nonpayment from its trade customers since the company and its subsidiaries export sales accounting for 60% of
the total sales is guaranteed by the L/C opening or prepaid customers. Meanwhile, the local sales which claim 40% of total sales rely on the related
companies, and companies with the strong financial status and good creditability. Due to long time trading an appropriate consideration for allowance
for doubtful accounts. To speed up to owe its overdue. Additionally, the company places emphasis on providing trade credit term for the long-term
relationship trade customers, or requiring the bank guarantee statement from the large purchasing amount customers in order to partially prevent the

risk. Therefore, company has no risk an unpaid from debtor its on less level.

Interest rate risk

The short-term debts of the company and its subsidiaries are overdraft account and short-term institution debts. The short-term institution
debts uses for the company’s liquidity. Company and its subsidiaries have to consideration data the short-term loans of institution debts become to
decrease cost of company. As for the long-term loans used to purchase machinery and equipment for production expansion increasing the value-added

to the product group, the fix loan rate is applied for a specified period; afterward the rate would be relied on the financial institution interest rate. Future

the rise of market interest rate may impact on the boost of interest expenses and the company proceed and cash flow as well.

Risk of major shareholders holding more than 50% of total shares

As of April 5, 2006, the family of Sahavat, Jaroennawarat, Boongate and Chaipattanavanich hold shares in the company approximately 60.66 %
of total shares outstanding. As a result, they are able to manipulate the resolution of the shareholders’ meeting in almost matters either the
appointment of directors or the approval of other matters having acquired the majority vote; except matters relating to laws or articles of association,

which requires at least three quarters vote of the shareholders’ meeting. It, thus, may be impossible for other shareholders to gather votes to check

and balance the power on the matters proposed by the major shareholders.
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4

Shareholders and Management Structure

1. Shareholders

The top ten of shareholders and the amount of shares on the closing registration date as of April 5", 2006.

Rank Shareholders No. of Shares % **

* 1 The Vanachai Group of Companies Co., Ltd. 515,076,513 39.54
* 2 The Sahavat Family 164,999,865 12.67
* 3 The Jaroennawarat Family 54,999,932 4.22
4 HSBC (SINGAPORE) NOMINEES PTE LTD 45,552,500 3.50

5 The Sinnsuptawee Asset Management Co., Ltd. 42,912,520 3.29

6 UBS AG SINGAPORE,BRANCH-PB SECURITIES CL 42,173,333 3.24

* 7 Mr. Yupaporn Boongate 27,499,966 2.1
* 8 Mrs. Siriporn Chaipattanavanich 27,499,966 2.11
9 Ms. Nattanan Acosta 19,950,320 1.53

10 THAI-N V D R Co., Ltd. 15,154,383 1.16

Total 955,819,298 73.38

The Sahavat Familiy consists of Mr.Sompop, Mr.Patta, Mr.Somprasong, Ms. Phattra and Ms. Somjairak
The Jaroennawarat Family consists of Mr.Vasun and Mr.Wanthana
* Holding shares together approximately 60.66% of total shares

** % = percentage of total number of shares in issue, totaling 1,302,543,433 shares
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Details of the shareholders of The Vanachai Group of Companies Co., Ltd. (The Holding Company)

Rank Shareholders No. of Shares %
1 Mr. Sompop Sahawat 1,020,000 20
2 Ms. Yupaporn Boongate 510,000 10
3 Mr. Vasun Jaroenavarat 510,000 10
4 Mr. Wanthana Jaroennawarat 510,000 10
5 Mrs. Siriporn Chaipattanavanich 510,000 10
6 Mr. Patta Sahawat 510,000 10
7 Ms. Phattra Sahawat 510,000 10
8 Mr. Somprasong ~ Sahavat 510,000 10
9 Ms. Somijairak Sahavat 510,000 10

Total 5,100,000 100

% = percentage of total number of shares in issue

Dividend payment policy

- The company intends to distribute at least 40 percent of total profit in each year according to the approval from the shareholder meeting.
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2. The management

(1) Organization structure
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- The subsidiaries intends to distribute at least 40 percent of total profit in each year as well.

The company’s director compriese of 3 groups of committee which are as follows:

1. Board of Directors

2. Executive Committee

3. Audit Committee

The 3 groups of committee have the scope of duties and responsibilities and the list of names.
Details are as follows:

1. The company’s directors comprises of 3 groups of committee which are as follows:

*

1.

© N o o bk~ WD

11.
12.
13.
14.

15

Mr. Sompop

Mr. Nipon

Pol. Gen.Soontorn
General Vichit
Pol. Gen. Wichean
Mr. Suebtrakul
Dr. Phachon

Ms. Yupaporn

Mr. Vasun

Mr. Wanthana
Mr. Suthep

Mr. Nirun

Mr. Patta

Ms. Phattra

Mr. Somprasong

Mr. Surapong

Sahawat
Wisityuthasart
Saikwan

Yathip
Potephosree
Soonthornthum
Khantachvana
Boongate
Jaroenavarat
Jaroennawarat
Chaipattanavanich
Suntipiromkul
Sahawat
Sahawat
Sahavat

Damrisilp

* These directors are authorized to sign on behalf of the company

Steps of independent directors selection

Chairman of the Board of Directors

Chairman of the Audit Committee / Independent Director
Independent Director

Independent Director

Director of Audit Committee / Independent Director
Deputy Chairman / Independent Director

Director of Audit Committee / Independent Director
Deputy Chairman

Director

Managing Director

Director

Deputy Managing Director - Factory

Director

Director

Director

Secretary to the Board of Directors

Independent Directors are basically selected via the meeting of the Board of Directors. Selection is made in accordance with the qualifications

described in the definition, and the professional manners which benefit to the business. Such candidates must be presented to the shareholders’

meeting for the independent directors appointment as mentioned in the topic of Executives and Directors Selection.

Definition of independent directors

- Someone who hold shares up to 5% of all eligible shares in the company, subsidiaries, and joint ventures, or has a potential on conflict

interests, (including related persons pursuant to Section 258 of the Securities Law]

- Individuals who do not hold any position in the management, and are not employees, officers, and regular payroll consultants. They are

not professional service persons such as auditors, lawyers, etc. related to the company or subsidiaries. They must be independent of

management control in the company, subsidiaries and joint ventures. They must not involve in the related benefits or stakes in terms of

position or business connection in at least one year.

- Someone who has no business relationship, benefits or stakes either directly or indirectly on both finance and management of the

company, subsidiaries, and joint ventures. They must be independent in character and judgment.
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- Persons who are not members of the family of executives or majority shareholders of the company, subsidiaries, and joint ventures.
They must not be appointed to be the representatives preserving benefits of the directors and major shareholders.
Authorized directors

The directors eligible to sign on behalf of the company are either Ms.Yupaporn Boongate or Mr. Patta Sahawat with either Mr. Sompop

Sahawat or Mr. Wanthana Jaroennawarat. Altogether two of them are authorized to sign on behalf of the company with the company’s seal

affixed.

Scope of responsibilities and duties of the board of directors

To set up company’s policies and directions to ensure that the business policies couple with the internal control system are handled and
executed in the most effective and efficient manner by the management. To have the ! intention to operate business continuously.

To perform duty in compliance with laws, objectives, the company’s articles of association and shareholders’ resolutions upon the honesty
and integrity, as well as to preserve company’s benefits and interests.

To prepare the balance sheet and the income statement as at the end of the company’s fiscal period to ensure : that the financial
statements accurate and reveal the real financial status in compliance with the generally accounting principles. The financial statements are
reviewed by the auditor in order to propose to the ordinary shareholders’ meeting for approval.

To perform duty in the company’s information disclosure as detailed in the SET regulations in regards to rules, information disclosure
procedures, and any action of the listed company on public disclosure of material information related to investment decision in the
securities.

To appoint any other individuals to operate the company’s business under the control of Board of Directors, or give the proper authorization
under the specified period; to discharge, reposition, or the change of authorization.

To review and approve the expansion project that has been considered and proposed by the Management Committee.

To review and concur on capital increase, issuance of debenture, merger and acquisition that have been considered and proposed by the
Management Committee in order to propose to shareholders meeting for approval.

To review and approve the operating expenses limit beyond the authority of the Managing Director with the approval by the Chairman of

the Board of Directors and be presented to the Board of the Directors’ meeting for ratification.

However, such the above responsibilities and duties do not include the execution of interrelated transactions and the transactions of

acquisition or disposition of significant assets of the listed company according to the SET regulations. The company, in addition, must strictly follow

according to the rules, procedures and regulations of the Stock Exchange of Thailand on these particular matters. Moreover, these authorities and

duties exclude the matters which the company’s articles of association identify to have the shareholders’ meeting approval.

Duties and responsibilities of the managing director

The Board of Directors’ meeting No. 8/2002 on November 11%, 2002 had approved the following scope of authorities and duties of the

Managing Director:

The Managing Director has duties on day-to-day business operations which are:

To monitor the company’s overall operation to conform to the company’s objectives.

To review and approve payment limit on normal operating expense not to exceed 7 million baht per transaction.
To review the project investment to be presented to the Management Committee.

To review the company’s fund raise to be proposed to the Management Committee.

To review and appoint the consultants necessary for business operation to be proposed to the Management Committee.
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- To review and approve the inter-related transactions under normal trade criteria such as purchase and sale of products under fair market

value, granting of credit term similar to general customers.

The responsibilities of Managing Director also include any other duties assigned by the Management Committee and or the Board of Directors

on a case by case basis. The Managing Director is eligible to delegate the individual as seen appropriate to perform and operate on behalf of the

Management Director in proper matter. However, the Management Director has an authority to approve any inter-related transactions which beyond

normal business operations, acquisition or deposition on significant assets, and/or matters or transactions which Managing Director or interest persons

may constitute conflict of interests to the company.

2. The Management Committee comprises of 11 members as follows:

1.

-

© © o N o o A~ N

Mr. Sompop
Ms. Yupaporn
Mr. Vasun

Mr. Wanthana
Mr. Suthep
Mrs. Siriporn
Mr. Nirun

Mr. Patta

Ms. Phattra

Mr. Somprasong

Mr. Surapong

Sahawat
Boongate
Jaroenavarat
Jaroennawarat
Chaipattanavanich
Chaipattanavanich
Suntipiromkul
Sahawat

Sahawat

Sahavat

Damrisilp

Chairman of the Management Committee

Scope of authorities and duties of the management committee

- To ensure that the company’s business is operated efficiently and effectively and in line with the company’s policies.

- To perform duties according to laws, objectives, and the company=s articles of association and shareholders’ resolution with honesty,

integrity and carefulness of the company’ benefits.

- To review the balance sheet and income statement as of the end of the company’s fiscal period to ensure correctness and preciseness of

the company’s financial status under the generally accepted accounting principles. The financial statements are to be reviewed by the

auditor and be presented to the Board of Director s” meeting.

- To primarily review the project expansion investment plans, capital increase, issuance of debenture, and merger and acquisition and be

proposed to the Board of Directors for approval.

However, the above authorities do not include the delegation of authority to the Management Committee to exercise any transactions that

may result in any form of conflict of interests involving the company or its subsidiaries. The authorities also do not include operations of inter-related

transactions and acquisition and deposition of significant assets of the listed company as detailed in announcement by SET. The company must

conduct the business in accordance with rules and regulations of SET on the particular matter. Whereby such authorization do not include other matters

which company’s articles of association identify to have the consent from the shareholders’ meeting.

3. The Audit Committee (as at 31, December 2006) comprises of 3 members as follows:

1. Mr. Nipon
2. Dr. Phachon
3. Pol. Gen. Wichean

Wisityuthasart
Khantachvana

Potephosree

Chairman of the Audit Committee
Audit Committee

Audit Committee
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Scope of authority and duties of the audit committee
- To review accuracy and completeness of the company’s financial statements.
- To review the appropriateness and effectiveness of the company’s internal control system and internal audit system.

- To review that the company operates in line with the Securities and Exchange Act, the Regulations of the Stock Exchange of Thailand, or

any other relevant laws.
- To consider, select, and propose the appointment and compensation of the company’s auditor.
- To consider the correctness and completeness of the disclosure of any inter-related transactions or transactions with conflict of interests.
- To prepare the corporate governance reports of the Audit Committee in the company’s annual report.
- To perform any additional duties assigned by the company’s Board of Directors with the consent of the Audit Committee.

Executives consist of

1. Mr. Wanthana Jaroennawarat Managing Director

2. Mr. Nirun Suntipiromkul Deputy Managing Director - Factory

3. Mr. Surapong Damrisilp Assistant Deputy Managing Director

4. Mr. Vithoon Samapat Administrative Manager

5. Mr. Phumsakdi Chullavullibha Planning and Development Manager

6. Mr. Aruck Tangtragul Division Manager, Deputy Managing Director Office
7. Mr. Rassamee Tiensawad Production Department Manager

(2) Selection of directors and executives

- The company does not have a nominating committee to appoint the directors. According to the company’s Articles of Association,

directors are selected by the Board of Directors to propose for approval.
- Criteria in appointing and discharging the directors:

The company’s Board of Directors composes of at least 5 directors and more than half of the directors must be residents of Thailand.

Company’s directors must be qualified according to the law.

Directors are selected via a shareholders’ meeting without the cumulative voting method. The shareholders’” meeting appoints

directors by using the majority votes under the following procedures :
1. Each shareholder has the number of votes equivalent to the number of shares held. One share equals one vote.

2. Each shareholder may exercise all the votes he has under 1. above to elect one or more persons as director or directors, but may

not split the number of votes for any one or more of the candidates.

3. After the votes, the candidates who receive the highest respective votes become directors until all of the director positions are
filled. Where the votes cast for candidates in descending order are tied, which would otherwise cause the number of directors to

be exceeded, the chairman of the meeting will decide on the appointment.

One third of the directors shall retire from the board upon each annual general shareholders® meeting. If the number of directors to be
retired cannot constitute the one-third proportion, the closest number to one third shall be selected. The directors who have been retired by

the annual retirement may be reelected.
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Beside the annual retirement, the directors may be retired by:

1. Death 4. The shareholders+ resolution to resign
2. Resign 5. Count order to resign

3. Lack of qualification or process characteristics prohibited by laws

The shareholders’ meeting may pass a resolution removing any director from the board prior to the tenure of the director. The
retirement issue resolution must receive at least three quarters of the votes from shareholders who attends the meeting and have the right
to vote, and the total numbers of shares must be counted not less than half of the shares holding by the shareholders attending the meeting

and having the right to vote.
(3) Management’s remuneration
(3.1)  Monetary remuneration in terms of monthly remuneration and pension

3.1.1  The total remuneration to the following 7 directors:

Unit : Baht

1. Mr. Nipon Wisityuthasart Chairman of the Audit Committee 800,000

2. Mr. Suebtrakul Soonthornthum Independent Director 900,000

* 3. Mrs. Nobparat Rungpitarangsee Audit Committee 120,000
4. Dr. Phachon Khantachvana Audit Committee 510,000

5. Pol. Gen. Wichean Potephosree Independent Director 510,000

6. Pol. Gen. Soontorn  Saikwan Independent Director 510,000

* 7. General Vichit Yathip Independent Director 340,000
Total of remuneration 3,690,000

*  Appointed as Director during the year

** To terminated of director

3.1.2  The total remuneration under the salary and bonus to the seven executives equals to 18.49 million baht in 2006.

(3.2)  Other compensation

- None -
(4) Corporate governance

The company has outlined policies conforming to the Code of Best Practice for the listed company’s directors according to the

procedures of the Stock Exchange of Thailand. The company has established the following principles of good corporate governance:
1. Good corporate governance policy

To sustain the continuous growth of the company’s business operation and to secure the confidence from shareholders, investors

and related parties, the company has stated policies for the directors on good corporate governance that includes the following:

- Manage the company carefully and prudently and be responsible for duties with sufficient capability and efficiency in order to

maximize shareholders benefits.

- Monitor the business operation to prevent conflict of interests and be responsible for their own the decision and action.
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- Manage the company transparently and disclosure sufficient information to all related parties.
- Operate the business with risk awareness and apply an appropriate risk management.
2. Shareholders rights

In 2006, the company has held one annual shareholders’ meeting on April 25", 2006 at the conference room of the Vanachai Group
Pic. Located at 2/1 Sunant Building, Pibilsongkram Road, Bangsue District, Bangkok. The company distributed invitations, information handouts
and agendas to shareholders 14 days prior to the meeting. Each minute of meeting has been documented completely and accurately with
Directors comments and suggestions, and is open to shareholders review and investigate. In 2006, the company offered an alternative to the

shareholders who are unable to attend the meeting to appoint the Audit Committee as their proxy.
3. Rights of the stakeholders
The company places emphasis on the rights of all stakeholders or all interest parties as stated in the following details:
- Employees The company has equally treated its employees and has provided the proper compensation.

- Business partners  The company purchases products or services from its business partners under the trade conditions and

operates according to the business contract.

- Creditors The company has followed the loan contract. Customers
The company takes care and is responsible to the customers by manufacturing quality products with a
high standard. The company also keeps confidentially the customer’s profile and establishes the

specific department or individual to handle

- Customer complaints for an immediate feedback. Competitors
- Competitors The company competes under proper manner and avoids dishonest action to destroy the competitors.
- Community The company is responsible for the environment of the community and society.

To ensure that all related parties and stakeholders obtain a good carefulness, the company will perform under the related laws and

regulations.

Regarding to company employee regulations and rules, company has stipulated regulatory policy for employee, aiming to encour-
age and promote better quality life of employees and good workplace environment. Also company provide working manual, especially
performance concerning to safety system. Safety commissioners are responsible for monitoring and investigating performance procedures
give advises and improves working environment and performance methods. Company provides adequate safety in working, enhances
employees to aware of working safety, provides trained action and complies with working safety rules strictly. In addition, personal safety

accessories, such as safety shoe, protective devices against voice, dust, chemicals, and others, have been provided for risky performance.
Moreover, the company also provides accidental insurance policy for every employee.
4. Shareholders’ meeting

At the ordinary shareholders’ meeting in 2006, there were 15 out of 13 directors attendance including the Chairman of Directors
and the Chairman of the Auditor Committee attending the meeting. The chairman of the meeting gave every shareholder equal chances in
reviews, inquiry, comments and suggestions with regards to the company’s business. All of questions and suggestions have been
documented in the minutes of the meeting. Moreover, the company’s financial auditors also attend the meeting to explain all the questions

about the financial statements.
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5. Leadership and vision
The Board of Directors has been assigned duties in accordance with the good Corporate Governance Standard as follows:

- The Board of Directors have been involved in the company’s vision, mission, strategies, objectives, business plans and budgets,
and supervise for the effective and efficient execution in reference to the business plan and budget in order to maximize

economic values to business and shareholders.

- The Board of Directors has established the company’s internal control system, internal audit system, and risk management
practice for the effectiveness, and has constantly monitored the progress on these topics throughout the Board of Directors’

meeting.

- The Board of Directors has outlined distinct duties and responsibilities among the Board of Directors, the Audit Committee, and
the Management Team as detailed in No. 9 (1) “The Organization Structure”. The Board has consistently communicated to all

directors, management, and personnel with respect to their roles, duties, and responsibilities.

- The Board of Directors has monitored the Management Team to closely operate under the established policies with the
exception of transactions which have a potential in any form of conflict of interests together with transactions which require the

approval from the shareholders pursuant to the SEC and SET regulations
6. Conflict of interest

To preempt a situation potentially leading to conflicts of interest, the Board of Directors has been watchful on high-risk transactions
and has outlined a policy and measure to prevent the management and related parties from the use of insider infomation for personal benefits,

details as follows:

- Transactions with potential conflict of interest: The Board of Directors is aware of all transactions with conflict of interest as well
as related-party transactions, and has taken the arm’s length approach in terms of price and conditions pursuant to the SET
regulations. Details of all related-party transactions have been disclosed with regards to value, counter-party, reason and

necessity in the annual report and the form 56-1.
- Measures against Inside Trading :

- Management is to inform his/her shareholding to the SEC (The Securities and Exchange Commission) pursuant to the Section
59 of the Securities and Exchange Act B.E.2535.

- Management and relevant departments are prohibited from disclosing any inside information to outsiders or any unrelated

person.
- The Directors are required in checking the correctness of their own number of shares in every Board of Directors’ meeting.
7. Business ethics

The company has prepared the Code of Ethics or Statement of Business Conduct, which has been effective in 2003, to be adhered
to with strict integrity, honesty and fairness by directors, management and personnel. The company’s Code of Ethics will be acknowledged

and adhered to with penalty for violation.
8. Balance of power among non-executive directors

- The company’s Board of Directors is composed of 15 directors as follows:

Executive Directors 9 persons
Independent Directors 3 persons
Audit Committee 3 persons

- The company has 6 Independent Directors or one third of the total number of directors. The meaning of the Independent

Directors is explained No. 9 in “The Organization Structure”.

104 Annual Report 2006



Vanachai Group Public Company Limited

9. Aggregation or segregation of position
- The President is not the Independent Directors.

- To set the clear scope of duties with respect to supervision and operation of the company, the Chairman of the Board of

Directors is not the same person as the Managing Director.
10. Remuneration to directors and management

The company has a clear outline on remuneration to directors that is in line with that of the industry, and commensurate with the
assigned duties and responsibilities. The remuneration is also highly compensated to attract and hold qualified personnel with the company,
and approved by shareholders. The compensation to management adheres to the principles and policies set out by the Board of Directors, is
tied to the performance of the company and of each management members. Currently, the company has no remuneration committee, but
there is the procedure to consider on the proper remuneration based on reliable information acquired on similar size in the same industry and
remuneration to directors and management information registered in 2005 in Stock Exchange of Thailand together with the company’s

performance. Director to occupy an affiliated company no remuneration.
11. Board of Directors’ meeting

The Board of Directors are arranged quarterly with extraordinary meetings in between as deemed necessary. All meetings have
clearly set-out agenda and are intended to consistently monitor company’s performance. Invitation, agenda and information hand-out are
properly distributed 7 days prior to the meeting, so directors have a chance to adequately acquaint themselves to the issues before attending
the meeting. In 2006, the Board of Directors arranged a total of 5 meetings while the Audit Committee arranged 4 meetings. Summary of the

meeting of each director is shown below.

Name Meeting attended /
Total meetings
1. Mr. Sompop Sahawat 5/5
2. Mr. Nipon Wisityuthasart 4/5
3. Pol. Gen. Soontorn Saikwan 5/5
4. Pol. Gen. Wichean Potephosree 5/5
5. Mr. Seubtrakul Soonthornthum 5/5
6. Dr. Phachon Khantachvana 5/5
7. Ms. Yupaporn Boongate 5/5
8. Mr. Vasun Jaroenavarat 5/5
9. Mr. Wanthana Jaroennawarat 5/5
10.  Mr. Suthep Chaipattanavanich 5/5
1. Mrs. Nirun Suntipiramkul 5/5
12. Mr. Patta Sahawat 3/5
13.  Miss Phattra Sahawat 5/5
14, Mr. Somprasong Sahavat 5/5
* 16.  General Vichit Yathip 3/4 Director since 25/04/2006
16.  Mrs. Nobparat Rungpitarangsee /1 cessation

* The director resumed the position during the year
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Board of Director of Audit Committee meeting

Name Meeting attended /
Total meeting
1. Mr. Nipon Wisityuthasart 4/4
2. Dr. Phachon Khantachvana 4/4
3. Mrs. Nobparat Rungpitarangsee il cessation
4. Pol. Gen. Wichean Potephosree 3/3 nominated since 27/02/06

12. Subcommittee

- The Board of Directors has appointed the Audit Committee on December 20, 1999 to monitor the company corporate gover-
nance, and each director in the Audit Committee has a 2 - year tenure. The details of scope of the Audit Committee’s duties

and authorities are shown in “The Management Structure.”

- Currently, there is no subcommittee presiding on the issues of compensation, but the processes are in place to decide on the
proper remuneration based on reliable information acquired on similar size in the same industry as well as the company’s

performance. Subsequently, it will propose to the shareholders” meeting for making final decision.
13. Internal control system

The company has not yet developed the internal audit section, but it realizes the importance of the internal control system at both
management level and operational level. To achieve the efficiency, the company has clearly established the job descriptions, duties and
delegation of authorities for all levels of staff and management. Existing internal control includes monitoring the effective usage of the
company’s assets and the segregation of duties between the operators and supervisors to ensure proper check-and-balance mechanism.

There are also internal controls with respect to the financial systemdesigned to present to relevant management.
14. Directors’ reports

The Board of Directors assumes responsibility for the consolidated financial statements on the company and subsidiaries and for
the financial information disclosed in the annual report. The contents of financial statements have been consistently prepared with respect to
the Thai generally accepted accounting principles where prudence and most reliable projection are properly exercised. In addition, the key

information is sufficiently disclosed in the notes accompanying the statements.

The Board of Directors has set up an effective internal control system to reasonably ensure that the accounting entry is accurate,
complete and adequate to retain the assets, and to identify weak information passages to prevent possible fraud and significant unusual

practice.

In this respect, the Board of Directors has appointed an Audit Committee comprising of non-executive directors to take responsi-

bility over the quality of the financial reports and the internal control system.

The Board of Directors has agreed that the overall company’s internal control system is in the satisfactory level and can reasonable

create confidence in the reliability of the company’s financial statements.
15. Relations with investors

The company realizes that the information both in financial and non-financial may have material effects on the decision of the
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investors and stakeholders. The Board of Directors places the importance on adequate, accurate, trusty, consistent and punctual disclosure of
general and financial information, and the management must strictly follow with integrity. On the Investors Relations, the company has not yet
established the specific department, but has assigned the Deputy Managing Directors - Head office to communicate with the institution

investors, shareholders, financial analysts and relevant government sectors.
(5) Insider information treatment

The company has set up policies in dealing with the use of insider information to be adhered to with strict integrity. The insider
information will only be disclosed to related individuals. The reports of distribution of insider information is allowed only to assigned individual. All
company's directors and executives acknowledge the duties and responsibilities and will not utilize the internal information for their own benefits. The
executives must report to the SEC their holdings and subsequent changes to their holding of the company's shares, in compliance with Section 59 of
the Securities and Exchange Act B.E. 2535. Additionally, the employees at management level and any division dealing with insider information are

prohibited to disclose the inside information to public or non-related parties.
(6) Internal audit

Board of Directors’ meeting No. 1/2007 dated February 26, 2007 which was also attended by the 3 members of Audit Committee. The
Board has given the approval to the evaluation of the internal control system. The Board has evaluated the internal controls by interrogating the
management and by reviewing the appraisal form prepared by the management. The evaluation of internal controls has been summarized in 5 major
components: Control Environment, Risk Management, Management Operation Control, Information and Communication, and Monitoring and
Evaluation. The Board of Directors agreed in general, there was adequate internal control system for the connected transactions associated with major
shareholders, Executive Directors, or any other related persons (Section 3 No.3.3 - 3.7 of the appraisal form). As for the internal control on other

matters, the Board of Directors has viewed that they are sufficient as well. The subsidiaries operation control is also in line with the company direction.

The company’s auditor is the SAM NAK - NGAN A.M.C. Co., Ltd., who audits the 2006 financial statements, and has provided opinion in the

internal control system report as follows:

The company has educated and evaluated the efficiency of the internal control system in accounting as deemed necessary in order to facilitate

in setting the scope of audit operation with properness and preciseness.

The company would like to inform that it did not investigate every transaction of the internal control system in terms of accounting, but the
company rather tested some transactions. As a result, the company may neglect some weak points in the company internal control system. However,

the company did not find any weakness in the accounting internal control system which is of material effect to the financial statements.

3. Dividend payment policy
- The company intends to distribute at least 40 percent of total profit in each year according to the approval from the shareholder meeting.

- The subsidiaries intends to distribute at least 40 percent of total profit in each year as well.
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The Directors & Management Team

Name Mr. Sompop Sahawat
Age (year) . b4
Position : Chairman of the Board of Directors,

Chairman of the Executive Committee
Authorized Director
Education : MACHANICAL DIPLOMA FACHHOCHSCHULE DORTMUND GERMANY
Director Accreditation Program (DAP) class 11/2004
Thai Institution of Diretors Association of Directors Association (IOD)
Shareholding (%) © 422

Family Relationship between Executives . Uncle of Mr. Patta, and Ms. Phattra Sahavat, Mr. Somprasong Sahavat,
and Mrs. Siriporn Chaipattanavanich, Mr. Wanthana Jaroennawarat and

Mr. Vasun Jaroennavarat

Working Experience in the last 5 years

2005 - Present . Chairman of the Board of Directors Vanachai Panel Industries Co., Ltd.
2005 - Present . Chairman of the Board of Directors Vanachai Chemical Industries Co., Ltd.
2005 - Present . Chairman of the Board of Directors Durospan Co., Ltd.
2005 - Present : Chairman of the Board of Directors Woodtek International Co., Ltd.
2005 - Present . Chairman of the Board of Directors Particle Planner Co., Ltd.
2005 - Present . Chairman of the Board of Directors The Vanachai Group of Companies Co., Ltd.
1995 - 2005 . Director, Vanachai Panel Industries Co., Ltd.
1994 - 2005 . Director, Vanachai Chemical Industries Co., Ltd.
1993 - 20056 . Director, Dorospan Co., Ltd.
1993 - 2005 . Director, Woodtek International Co., Ltd.
1993 - 2005 . Director, Particle Planner Co., Ltd.
1991 - 2005 . Director, The Vanachai Group of Companies Co., Ltd.
Criminal - Free Track record for the past 10 years : None

108 Annual Report 2006



Vanachai Group Public Company Limited

Name
Age
Position

Education

Shareholding (%)
Family Relationship between Executives
Working Experience in the last 5 years

1999 - Present

Criminal - Free Track record for the past 10 years

Mr. Nipon Wisityuthasat
67
Chairman of the Audit Committee, Independent Director

MA-Thai Nation Institute-Development Admistration (NIDA)

Director Accreditation Program (DAP) class 11/2004 Thai Institution of Diretors

Association of Directors Association (I0D)

None

Chairman of the Audit Committee Vanachai Group PCL.

None

Name
Age
Position
Education
Shareholding (%)
Family Relationship between Executives
Working Experience in the last 5 years
2005 - Present

Criminal - Free Track record for the past 10 years

Pol.Gen. Soontorn saikwan
62
Independent Director
MA-Political Science Ramkhumhaeng University

None

Director, Vanachai Group PCL.

None

Name
Age
Position
Education
Shareholding (%)
Family Relationship between Executives
Working Experience in the last 5 years
2006 - Present

Criminal - Free Track record for the past 10 years

General Vichit Yathip
60
Independent Director
National Defence College of Thailand

None

Director, Vanachai Group PCL.

None
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Name
Age
Position

Education

Shareholding (%)
Family Relationship between Executives
Working Experience in the last 5 years
2006 - Present
2004 - Present

Criminal - Free Track record for the past 10 years

Pol.Gen. Wichean Potephosree

53

Audit Director / Independent Director

MBA Kasetsart University

MA-Thai National Institute-Development Administration (NIDA)
Director Certificate Program (DCP) class 46/2004 Thai Institution of
Diretors Association (I0D)

Director Accreditation Program (DAP) class 16/2004 Thai Institution of Diretors
Association (I0D)

None

Audit Director, Vanachai Group PCL.
Director, Vanachai Group PCL.

None

Name
Age
Position

Education

Shareholding (%)

Family Relationship between Executives

Working Experience in the last 5 years
2005 - Present
2002- 2005
1994 - Present

Criminal - Free Track record for the past 10 years

Mr. Suebtrakul Soonthornthum

64

Deputy Chairman of the Board of Directors Independent Director

MBA P.M.D. Harvard University (U.S.A.)

Director Accreditation Program (DAP) class 17/2004 Thai Institute of Diretors
Association (I0D)

None

Deputy Chairman of the Board of Directors Vanachai Group PCL.
Director of the Audit Committee Vanachai Group PCL.
Director, Vanachai Group PCL.

None

Name
Age
Position

Education

Shareholding (%)
Family Relationship between Executives
Working Experience in the last 5 years
2005- Present
2004 - Present

Criminal - Free Track record for the past 10 years

Dr. Phachon Khantachvana

64

Director of the Audit Committee, Independent Director

Ph.D. - Education Admistration lllinois State University

Director Accreditation Program (DAP) class 17/2004 Thai Institute of Diretors
Association (I0D)

None

Director of the Audit Committee Vanachai Group PCL.
Director, Vanachai Group PCL.

None
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Name

Age

Position

Education

Shareholding (%)

Family Relationship between Executives

Working Experience in the last 5 years
2005 - Present
2005 - Present
2005 - Present
2005 - Present
1993 - Present
1991 - Present

Criminal - Free Track record for the past 10 years

Ms. Yupaporn Boongate

52

Deputy chairman of the Board of Directors
Director of the Executive Committee
Authorized Director

Maetee Chuhawan College

Director Accreditation Program (DAP) class 43/2005 Thai Institute Of Director

Association (I0D)
2.1

Director, Particle Planner Co., Ltd.

Director, Vanachai Chemical Industries Co., Ltd.
Director, Vanachai Panel Industries Co., Ltd.

Director, Woodtek International Co., Ltd.

Director, Durospan Co., Ltd.

Director, The Vanachai Group of Companies Co., Ltd.

None

Name

Age
Position

Education

Shareholding (%)

Family Relationship between Executives

Working Experience in the last 5 years
1995 - Present
1994 - Present
1993 - Present
1993 - Present
1993 - Present
1991 - Present

Criminal - Free Track record for the past 10 years

Mr. Vasun Jaroenavarat

51
Director, Director of the Executive Committee

Diploma - Accounting Chetupon Commercial College (Bangmod)

Director Accreditation Program (DAP) class 13/2004 Thai Institution of Directors

Association (I0D)
2.1

Brother of Mr. Wanthana Jaroennawarat, Nephew of Mr. Sompop Sahawat,

Consin of Mr. Patta and Ms. Phattra Sahawat,

Mr. Somprasong Sahavat and Mrs. Siriporn Chaipattanavanich

Director, Vanachai Panel Industries Co., Ltd.
Director, Vanachai Chemical Industries Co., Ltd.
Director, Durospan Co., Ltd.

Director, Woodtek International Co., Ltd.

Director, Particle Planner Co., Ltd.

Director, The Vanachai Group of Companies Co., Ltd.

None
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Name

Age

Position

Education

Shareholding (%)

Family Relationship between Executives

Working Experience in the last 5 years
2004 - Present
2004 - Present
1995 - Present
1994- Present
1993-Present
1993-Present
1991- Present
1989-Present

Criminal - Free Track record for the past 10 years

Mr. Wanthana Jaroennawarat

46

Director, Director of the Executive Committee,

Managing Director

Authorized Director

MIE-Industrial Engineering King Mongkut’s Institution of Technology North
Bangkok Bangkok, Thailand

Director Accreditation Program (DAP) class 22/2004 Thai Institution of Directors
Association (I0D)

2.1

Mr. Vasun Jaroenavarat’s younger brother,

Nephew of Mr. Sompop Sahawat,

Cousin of Mr. Patta and Ms. Phattra Sahawat, Mr. Somprasong Sahavat,

and Mrs. Siriporn Chaipattanavanich

President of The Thai Furniture Industries Association

Chairman of Thai Panel Products Industry Club The Federation of Thai Industries
Director, Vanachai Panel Industries Co., Ltd.

Director, Vanachai Chemical Industries Co., Ltd.

Director, Durospan Co., Ltd.

Director, Particle Planner Co., Ltd.

Director, The Vanachai Group of Companies Co., Ltd.

Director, Woodtek International Co., Ltd.

None

Name

Age
Position

Education

Shareholding (%)

Family Relationship between Executives

Working Experience in the last 5 years
2005 - Present
1995 - Present
1994 - Present
1993 - Present
1993 - Present
1993 - Present

Criminal - Free Track record for the past 10 years

Mr. Suthep Chaipattanavanich

43

Director, Director of the Executive Committee
BA-Marketing, Assumption University

Director Accreditation Program (DAP) class 17/2004
Thai Institution of Directors Association (IOD)

None

Mrs. Siriporn Chaipattanavanich’s husband

Director, The Vanachai Group of Companies Co., Ltd.
Director, Vanachai Panel Industries Co., Ltd.
Director, Vanachai Chemical Industries Co., Ltd.
Director, Durospan Co., Ltd.

Director, Woodtek International Co., Ltd.

Director, Particle Planner Co., Ltd.

None
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Name

Age

Position
Education
Shareholding (%)

Family Relationship between Executives

Working Experience in the last 5 years
1995 - Present
1994 - Present
1993 - Present
1993 - Present
1993 - Present
1991 - Present

Criminal - Free Track record for the past 10 years

Mrs. Siriporn Chaipatanawanich

40

Director of the Executive Committee

BA-Finance Dhurakijpundit University

2.1

Mr. Suthep Chaipatanawanich’s wife,

Nephew of Mr. Sompop Sahawat,

Elder sister of Mr. Patta and Ms. Phattra Sahawat,

Cousin of Mr. Somprasong Sahavat, and Mr. Vasun Jaroenavarat and

Mr. Wanthana Jaroennawarat

Director, Vanachai Panel Industries Co., Ltd.
Director, Vanachai Chemical Industries Co., Ltd
Director, Durospan Co., Ltd.

Director, Woodtek International Co., Ltd

Director, Particle Planner Co., Ltd

Director, The Vanachai Group of Companies Co., Ltd.

None

Name

Age

Position

Education

Shareholding (%)
Family Relationship between Executives
Working Experience in the last 5 years

1994 - Present

Criminal - Free Track record for the past 10 years

Mr. Nirun Suntipironkul

53

Director, Director of the Executive Committee
Deputy Managing Director - Factory
MA-Accounting, Thammasart University

Director Accreditation Program (DAP) class 11/2004
Thai Institution of Directors Association (I0D)

None

Director, Vanachai Group PCL .

None
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Name

Age

Position

Education

Shareholding (%)

Family Relationship between Executives

Working Experience in the last 5 years
2005 - Present
2002 - Present
2001 - Present
2001 - Present
2001 - Present
2001- Present

Criminal - Free Track record for the past 10 years

Mr.Patta Sahawat

34

Director, Director of the Executive Committee

Authorized Director

DIPLOMA MOUNT IDA COLLEGE, MASSACHUSETTS (USA)
Director Accreditation Program (DAP) class 24/2004

Thai Institution of Directors Association (IOD)

2.1

Nephew of Mr.Sompop Sahawat

Elder brother of Ms. Phattra Sahawat

Younger brother of Mrs. Siriporn Chaipattanavanich

Cousin of Mr. Somprasong Sahavat, and Mr. Vasun Jaroenavarat and

Mr. Wanthana Jaroennawarat

Director, The Vanachai Group of Companies Co., Ltd.
Director, Woodtek International Co., Ltd

Director, Vanachai Panel Industries Co., Ltd.
Director, Vanachai Chemical Industries Co., Ltd.
Director, Durospan Co., Ltd.

Director, Particle Planner Co., Ltd.

None

Name
Age
Position

Education

Shareholding (%)

Family Relationship between Executives

Working Experience in the last 5 years
2005 - Present
2002 - Present

Criminal - Free Track record for the past 10 years

Ms. Phattra Sahawat

32

Director, Director of the Executive Committee

MSA. Multinational Commerce, Boston University (USA)
Director Accreditation Program (DAP) class 24/2004
Thai Institution of Directors Association (IOD)

2.1

Niece of Mr. Sompop Sahawat, Younger sister of Mr. Patta Sahawat and

Mrs. Siriporn Chaipattanavanich, Cousin of Mr. Somprasong Sahavat, and

Mr. Vasun Jaroenavarat and Mr. Wanthana Jaroennawarat

Director, The Vanachai Group of Companies Co., Ltd.
Director, Vanachai Group PCL.

None
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Name
Age
Position

Education

Shareholding (%)

Family Relationship between Executives

Working Experience in the last 5 years
2003 - Present
2000 - Present

Criminal - Free Track record for the past 10 years

Mr. Somprasong Sahavat

30
Director, Director of the Executive Committee
MPA / ID, Harvard University (USA)

Director Accreditation Program (DAP) class 22/2004
Thai Institution of Directors Association (I0D)

2.11

Nephew of Mr. Sompop Sahawat, Cousin of Mrs. Siriporn Chaipattnavanich,

Mr. Patta and Ms. Phattra Sahawat, and Mr. Vasun Jaroenavarat and

Mr. Wanthana Jaroennawarat

Director, Vanachai Group PCL .
Director, The Vanachai Group of Companies Co., Ltd.

None

Name

Age

Position

Education

Shareholding (%)

Family Relationship between Executives

Working Experience in the last 5 years
2002 - Present
1996 - 2002
1992 - 1996

Criminal - Free Track record for the past 10 years

Mr. Surapong Damrisilp

49

Director of the Executive Committee
Secretary to the Board of Director
BA-Accounting, Thammasart University

None

Assistant Vice-Deputy Manging Director Vanachai Group PCL.
Department Manager Vice-Deputy M.D. - Head Office
Administrative Department Manager Vanachai Group PCL.

None

Name

Age
Position

Education

Shareholding (%)
Family Relationship between Executives
Working Experience in the last 5 years

1993 - Present

Criminal - Free Track record for the past 10 years

Mr. Phumsakdi Chullavallibha

42

Planning & Development Manager

MIE-Industrial Engineeing King Mongkut=+s Institution of
Technology North Bangkok,Bangkok, Thailand

None

Planning & Development Manager, Vanachai Group PCL.

None
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Name

Age
Position
Education
Shareholding (%)
Family Relationship between Executives
Working Experience in the last 5 years
1996 - Present

Criminal - Free Track record for the past 10 years

Mr. Vithoon Samapat

47
Administrative Department Manager
BA-Accounting, Thammasart University

None

Administrative Department Manager, Vanachai Group PCL.

None

Name

Age

Position

Education

Shareholding (%)

Family Relationship between Executives

Working Experience in the last 5 years
2005 - Present
2001 - 2005
1995 - 2001

Criminal - Free Track record for the past 10 years

Mr. Aruck Tungtrakul

46

Division Manager, Vice-Deputy Managing Director
Office

BA-Accounting, Thammasart University

None

Division Manager, Vice-Deputy Managing Director Office, Vanachai Group PCL.
Administrative Department Manager, Vanachai Panal Industries Co., Ltd.
Head of Accounting System Unit & Report, Vanachai Group PCL.

None

Name

Age
Position

Education

Shareholding (%)
Family Relationship between Executives
Working Experience in the last 5 years
2005 - Present
1993 - 2005

Criminal - Free Track record for the past 10 years

Mr. Rassmee Teansawatt

47

Production Department Manager

B.A. (Industrial Education Sciences), Field of Mechanic Engineering,
King Mongkut’s Institute of Technology, North Bangkok

0.0008

Production Department Manger, Vanachai Group PCL.
Head of Maintenance, Unit Vanachai Group PCL.

None

Details of positions of management team in the company, subsidiaries and related companies
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Company List Subsidiaries Related Companies
Name Company| 1 | 2 | 3/ 4| 5|1 2|3/ 4/ 5|67, 8,9
1. Mr. Sompop Sahawat X+/+/] | x X X X X X X X X X X X X X
2. Mr. Nipon Wisityuthasart /
3. Pol. Gen. Soontorn Saikwan /
4. General Vichit Yathip /
5. Pol. Gen. Wichean Potephosree /
6. Mr. Suebtrakul Soonthornthum /
7. Dr. Phachon Khantachvana /
8. Ms. Yupaporn Boongate [+l / / / / / / / / / / / / / /
9. Mr. Vasun Jaroenavarat [+l / / / / / / / / / / A /
10. Mr. Wanthana Jaroennawarat [+l / / / / / / / / / / / ] /
11. Mr. Suthep Chaipattanavanich [+/] / / / / / / / / / / / / /
12. Mrs. Siriporn  Chaipattanavanich I / / / / / / / / / / / /| /
13. Mr. Nirun Suntipiromkul [+1]
14. Mr. Patta Sahawat 1+l / / / / / / / / / / / / / /
15. Ms. Phattra  Sahawat [+l / / / / / / I /
16. Mr. Somprasong Sahavat [+1] / / / / / / / /
17. Mr. Surapong Damrisilp I
18. Mr. Phumsakdi Chullavullibha
19. Mr. Vithoon Samapat
20. Mr. Aruck Tungtrakuls
21. Mr. Rassmee Teansawatt
x = Chairman / = Director /I = Executive Director
Subsidiaries Related companies
1. Particle Planner Co., Ltd. 1. The Vanachai Group of Companies Co., Ltd.
2. Durospan Co., Ltd. 2. Vanachai Intertrading Group Co., Ltd.
3. Woodtek International Co., Ltd. 3. Firstwood Co., Ltd.
4. Vanachai Chemical Industries Co., Ltd. 4. Woodland Co., Ltd.
5. Vanachai Panel Industries Co., Ltd. 5. Doctor Wood Co., Ltd.
6. Vanachai Plywood Co., Ltd.
7. Vanachai Veneer and Plywood Co., Ltd.
8. Maeyai Co., Ltd.
9. Sunant Timber Co., Ltd.

Annual Report 2006 117



Vanachai Group Public Company Limited

Amount of shares held by directors at December 31, 2006

Vanachai Vanachai

Directors / Vanachai Particle Woodtek  Industries Panel
Company Group Planner Durospan International Chemical Industries
1. Mr.Sompop Sahawat 54,999,933 1 1 1 1 1
2. Mr.Nipon Wisityuthasart - - - - -
3. Pol. Gen. Soontorn Saikwan - - - - -
4. Gereral Vichit Yathip - - - - -
5. Pol. Gen. Wichean Potephosree - - - - -
6. Mr.Seubtrakul  Soonthornthum - - - - -
7. Dr.Phachon Khantachvana - - - - -
8. Ms.Yupaporn Boongate 27,499,966 1 1 1 1 1
9. Mr.Vasun Jareonavarat 27,499,966 1 1 1 1 1
10. Mr.Wanthana Jareonnawarat 27,499,966 1 - 1 1 1
11. Mr.Suthep Chaipattanavanich - - - 1 -
12. Mr.Nirun  Suntipiromkul - - - - -
13. Mr.Patta Sahawat 27,499,966 - - - -
14. Ms.Phattra Sahawat 27,499,966 - - - -
15. Mr.Somprasong Sahavat 27,500,000 1 1 - 1 1

The Subsidiaries and related companies have not issue any bond so there is no holding of bond in subsidairies and related companies.
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Connected Transactions

(1) Related beneficial persons and intercompany transactions

The related beneficial persons whom are the company or other corporate in which the company’s director, management, or

shareholders hold shares and/or pose as director in the related beneficial company are

Company Type of Business Location Paid-up capital

. The Vanachai Group of
Companies

. The Vanachai Intertrading

Holding Company

Holding Company

veneer wood

2/1 Pibulsongkram, Bangsue,
Bangkok

2/1 Pibulsongkram, Bangsue,

Sra, Surat Thani

510,000,000

1,150,000,000

Group Bangkok
. The Firstwood Office for lease 2/1 Pibulsoogkram, Bangsue, 35,000,000
Bangkok
. The Woodland Manufacture flush and Factory, 87 Moo 4, Ban Chang, 75,000,000
moulded doors Muang, Pathum Thani
. The Doctor Wood Manufacture furniture Factory, 8/1 Moo 8, Sukumvit Rd. 370,000,000
from transformed rubber (Bangna-Trad), Takham,
wood, Particleboard, Bangpakong, Chachoengsao
and MDF Board
. The Vanachai Plywood Warehouse for lease and Factory, 8/1 Moo 8, Sukumvit Rd. 60,000,000
loading and unloading (Bangna-Trad), Takham,
shipment wharf Bangpakong, Chachoengsao
. The Vanachai Veneer Manufacture plywood Factory, 89, Ban Chang, Muang, 150,000,000
and Plywood and Laminated plywood Pathum Thani
. The Maeyai Manufacture laminated 43/3 Moo 4, Ban Chang, Muang, 150,000,000
MDF Board Pathum Thani
. The Sunant Timber Manufacture and sales 8/5 Moo 1, Khao Niphun, Wieng 100,000,000

The company invested in these related companies with the objective to merge the companies operating in manufacturing and distributing
wood-based panels business and to merge related products under the Vanachai Group. The company addresses that the interrelated companies can
produce quality products under competitive costs and support revenues and distribution within the group of companies. Some of the company’s
executive directors (See details in topic Shareholding structure of the company’s directors, management, and major shareholders in related companies)
will be posed as directors of the related companies as well in order to establish policies and monitor the operation of these related companies in

accordance with the identified directions and policies.

Shareholding structure of the company=s directors, management, and major shreholders in related companies
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Related Companies Mr. Sompop Sahawat Mr. Vasun Jaroenavarat
Position of shareholding (shares) % Position  of shareholding (shares) %
The Vanachai Group of Chairman of the Board of Directors 1,020,000 20% Director 510,000 10%
Companies Co., Ltd.
Vanachai Intertrading Chairman of the Board of Directors 2,300,000 20% Director 1,150,000 10%
Group Co., Ltd.
Firstwood Co., Ltd. Chairman of the Board of Directors 1 - Director 1
Woodland Co., Ltd. Chairman of the Board of Directors 1 - Director 1
Doctor Wood Co., Ltd. Chairman of the Board of Directors 1 - Director 1
Vanachai Plywood Co., Ltd. Chairman of the Board of Directors - - - -
Vanachai Veneer and Chairman of the Board of Directors 1 - Director 1
Plywood Co., Ltd.
Maeyai Co., Ltd. Chairman of the Board of Directors 1 - Director 1
Sunant Timber Co., Ltd. Chairman of the Board of Directors 1 - Director 1
Related Companies Mr. Wanthana Jaroennawarat Mr. Suthep Chaipattanavanich
Position  of shareholding (shares) % Position  of shareholding (shares) %

The Vanachai Group of

Companies Co., Ltd. Director 510,000 10% Director - -
Vanachai Intertrading

Group Co., Ltd. Director 1,150,000 10% Director -

Firstwood Co., Ltd. Director 1 - Director -

Woodland Co., Ltd. Director 1 - Director

Doctor Wood Co., Ltd.

Co., Ltd. Director 1 - Director -

Vanacthai Plywood
Co., Ltd Director 10,000 17%

Vanachai Veneer and

Plywood Co., Ltd. Director 1 - Director
Maeyai Co., Ltd. Director 1 - Director
Sunant Timber Co., Ltd. Director 1 - Director
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Related Companies

Ms. Siriporn Chaipattanavanich

Ms. Yupaporn Boongate

Position  of shareholding (shares) % Position  of shareholding (shares) %
The Vanachai Group of
Companies Co., Ltd. Director 510,000 10% Director 510,000 10%
Vanachai Intertrading
Group Co., Ltd. Director 1,150,000 10% Director 1,150,000 10%
Firstwood Co., Ltd. Director 1 - Director 1 -
Woodland Co., Ltd. Director 1 - Director 1 -
Doctor Wood Co., Ltd. Director 1 - Director 1 -
Vanachai Plywood Co., Ltd. Director 10,000 17% Director 10,000 17%
Vanachai Veneer and
Plywood Co., Ltd. Director 1 - Director 1 -
Maeyai Co., Ltd. Director - - Director 1 -
Sunant Timber Co., Ltd. Director 1 - Director 1 -

Related Companies

Mr. Patta Sahawat

Ms. Phattra Sahawat

Position  of shareholding (shares) % Position  of shareholding (shares) %
The Vanachai Group of
Companies Co., Ltd. Director 510,000 10% Director 510,000 10%
Vanachai Intertrading
Group Co., Ltd. Director 1,150,000 10% Director 1,150,000 10%
Firstwood Co., Ltd. Director - - Director 1 -
Woodland Co., Ltd. Director - - Director 1 -
Doctor Wood Co., Ltd. Director - - Director 1 -
Vanachai Plywood Co., Ltd. Director 9,999 17% Director 10,000 17%
Vanachai Veneer and
Plywood Co., Ltd. Director - - Director 1 -
Maeyai Co., Ltd. Director - - Director 1 -
Sunant Timber Co., Ltd. Director - - Director 1 -

Related Companies Mr. Somprasong Sahavat Ms. Somjairak Sahavat

Position  of shareholding (shares) % Position  of shareholding (shares) %
The Vanachai Group of Companies Co., Ltd.  Director 510,000 10% Director 510,000 10%
Vanachai Intertrading Group Co., Ltd. Director 1,150,000 10% Director 1,150,000 10%
Firstwood Co., Ltd. Director 1 - Director -
Woodland Co., Ltd. Director 1 - Director -
Doctor Wood Co., Ltd. Director 1 - Director -
Vanachai Plywood Co., Ltd - - - - -
Vanachai Veneer and Plywood Co., Ltd. Director 1 - Director -
Maeyai Co., Ltd. Director 1 - Director -
Sunant Timber Co., Ltd. Director 1 - Director -
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(2) Reasons and justification for related-party transactions

Transactions between the company and its subsidiaries with its related parties are inline with normal business operation as well as normal
trade conditions. Trade conditions and prices rely on the market prices or fair prices which can compare to the transactions with the outsiders to ensure

that the company and its subsidiaries can maximize their benefits. All related-part transactions have been approved by the auditor.

(3) Procedures to authorize related-party transactions

Directors has assigned the Managing Director the authority to approve the related-party transactions under practices of normal business
operation and trade conditions which shall be carried out along the Securities and Exchange Act as well as the announcement, rules, and regulations
by SET. All transactions that involve related parties must be also consistent with the standard of Thai generally accepted accounting principles regarding
the disclosure of related-transactions or the acquisition and deposition of the significant assets of the company and subsidiaries.

All transactions that involve any interest person who may constitute the conflicts of benefits or the potential conflicts of interests must receive
approval form the Board of Directors attended by the Audit Committee regarding the comments on the necessity and appropriateness of the
transactions. The directors with conflict of interests have no right to vote on the transactions. If the Audit Committee is not expertise on scrutinize the
related-party transactions, the company will assign the independent expertise or the companys auditor to comment on the transactions for support the

decision by the Boards or shareholders. The company will disclose the related-party transactions in the notes to financial statements reviewed by the

company’s auditor.

(4) Tendency of related-party transactions

The company operates the business for utmost benefits to the company and its subsidiaries. The company, thus, continues to distribute
products or services to the related parties under normal trade conditions. All related-party transactions must be transacted as those in last year under

trade conditions and prices with respect to the market prices or fair prices which can be compared to the transactions with the outsiders.

126 Annual Report 2006



Vanachai Group Public Company Limited

Explanation and Analysis of the Company’s
Financial Status and Performance

Recent Performance Overview

In fiscal 2006, company and its affiliates have potential to produce and distribute products in the extent of proximity to plan production
capacity. MDF Board and Particleboard total sales have been increased approximately 11% year 2005. As to industry production of particleboard an
effective from; downturn in construction industry, and as domestic economic uncertainly, high competition both local and aboard. In 2005s, particle-
board is minimize in average sale, resulted in 10% increasing by average selling price. In addition to highly-priced oil fuel, energy cost, all these have
impacted performance outcome in fiscal 2006, net profit is reduced from previous year by 6%.

However, company has devised sale proportion domestically and internationally corresponding to market demand in respective with interval
time in order to stabilize optimal production capacity. Domestic and international sale ratio is proportional raised to 40 : 60 from 43 : 57.

The value-added product project, Melamine Impregnate Paper, by Vanachai Chemical Industries Co., Ltd. is a project that support the
production of Laminate Flooring as well as Melamine Laminated Board which had the uptrend in demand. Manufacturing is expected to run by the 3°
quarter of year 2006. With production capacity of 210,000 m® per annum, Vanachai Panel Industries Co., Ltd. That manufacturing and distributing shall
be launched by the 4" quarter of 2006. Company strongly believe that all the investment of value-added projects will enhance the efficiency in the

competitiveness that conserves nature.
Profit (Loss) analysis of company and affiliates

In fiscal 2006, company and affiliates earned net profit of Bht 712.8 million compared to Bht 760.4 million in 2005, reduced by Bht 47.6 million

or by 6%. The followings are major causes of reduced profits;

1. Consolidated sale incomes in fiscal 2006 was Bht 6,617.0 million, reduced by Bht 629.3 million, or accounted for 11%, due to sale volume
of MDF Board, Particleboard raised up by 15%, and 1% respectively and sale volume of Doorskin reduced by 11% compared to previous year.
Meanwhile average sale price of MDF Board, Particleboard raised up by 13%, and 10% respectively and average sale price of Doorskin reduced by
10% compared to previous year. Meanwhile average sale price of MDF Board reduced by 2% and Doorskin, Particleboard raised up by 1%, and 10%

respectively.
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2006 2005

Revenue from local sales
- Sales to general customers 2,336.80 2,252.81
- Sales to related companies 281.11 298.04
Total sales - local (million baht) 2,617.91 2,550.85
Total sales - export (million baht) 3,999.06 3,436.79
Total Revenue from sales (million baht) 6,616.97 5,987.64
Proportion between local sales and export sales 40:60 43:57

2. Concerning to other revenues in fiscal 2006, company and affiliated companies earned Bht 9.7 million from currency exchange, Bht 1.9
million of received interest form financial institution, and Para rubber sales of Bht 37.5 million, used material residues sale of Bht 5.7 million and asset

sale of Bht 1.8 million and other incomes amounted Bht 17.9 million.

3. Consolidated sale cost in 2006 valued Bht 4,590.2 million compared to Baht 4,020.5 million in 2005, risen by Bht 569.7 million. Because

of increased sale on both MDF Board and Particleboard, and increasing by 27% of pararubber price, its raw material.

4. Sale and administrative expense was Bht 1,079.8 million compared to Bht 1,001.6 million in 2005, increased by Bht 78.2 million, resulted

from an increasing of sales.

5. Consolidated paid interest was Bht 158.5 million compared to Bht 143.0 million in 2005, risen by Bht 15.5 million. This is because

company and affiliates have long-term loan to increasing produce capacity and short-term loan to liquidated expansion and current capital.

6. Gross profit rate in fiscal 2006 was 31% compared 33% in 2005. Reduced gross profit was caused by increasing of cost of raw materials

than previous year.

7. Shareholder’s rate of return paid in form of dividend by company in fiscal 2006, 2005, and 2004 as below.

Performance in the year 2006 2005 2004
Net Profit (Million Baht) 713 760 1,233
Dividend payment (Baht/Share) 0.25 0.25 0.50
Total dividend payment (Million Baht) 326 326 650
Rate of dividend payment ** 46% 43% 53%

*

Submitted to shareholder conference of year 2007, approved paid dividend is Bht 0.25 per share

**  Payout rate of dividend according to company policy is no less than 40% of annual net profit.
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Financial status
Assets

Company and its affiliate’s asset elements include account receivable, inventory, land, building and equipment.

Major Components of Assets 2006 2007
Trade accounts receivable 7.78% 7.64%
Inventories 7.29% 6.78%
Machinery equipment 78.65% 79.44%

As of December 31, 2006, company and its affiliates possess consolidated asset valued Bht. 11,443.3 million, risen by Bht. 1,608.6 million

from fiscal 2005s as following significant details;

1. Cash and cash equivalent raised up Bht. 108.5 million, reduced due to debt installment has been paid upon to due debentures, compared

year 2005s.

2. Account receivables and note receivables; average period of debt collecting is 45-days, corresponding to credit loan policy of 60-90 day
period, an account receivables to be in arrears more than 3 months by totals of account receivables sum of Bht. 9.4 million accounted by 1%, company

strictly to dunning from debtor to repayment with continuity.

3. Inventory was increased by Bht 159.8 million, main cause due to an affiliated company expansion production capacity of particleboard,
MDFboards and Melamine Impregnate Paper project. To effective of finished goods and goods in process increased sum of Bht. 88.7 million and by

Bht. 65.6 million respectively.

4. An affiliated company investment for property, plant, factory building and equipment to expansion production capacity, increased of Bht.
1,186.8 million.

Liabilities

As of December 31, 2006, company and its affiliates have liability sum of Bth 6,288.2 million, increased by Bht. 1,221.1 million from previous
year. This is due to increased long-tern loan sum of Bht. 1,335.1 million for expansion of production capacity of 210,000 m® yearly in MDF Board,
Melamine Impregnate Paper project capacity 28 million sq.meter yearly. Additional bank overdraft and short-term loan bank sum of Bht. 79.5 million.

An annual account day of long-term debt has been paid of Bht. 147.3 million, Account payable assets of Bht. 114.5 million, reduced of debenture stock

of Bht. 495 million to be due to debt installment has been paid upon to due debentures.
Shareholder’s equity

As of December 31, 2006, shareholder’s equity accounted for Bht. 5,155.3 million, increased Bht. 387.6 million from previous year, due to

operating profitability, dividend payout, and increased capital from VNG-W1 conversion.

Debt-equity ratio was 1.22:1 in fiscal 2006 compared to 1.06:1 in 2005. Increased debt-equity ratio was due to increased long-term loan for

asset purchase and business expansion by company and its affiliates.
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Liquidity
Cash flow

In fiscal 2006, cash flow generated from operating activities was accounted for Bht. 1,013.2 million, investment activity of Bht 1,644.7 million,
fund activity of Bht. 740.0 million, cash and cash equivalent on ended December 31, 2006 was Bht. 291.9 million, increased Bht. 108.5 million from

previous year as concluded;
1) Net cash flow derived from operating activities accounted for Bht. 1,013.2 million, reduced by Bht. 195.9 million from previous year.

2) Net cash flow resorted on investment activity accounted for Bht. 1,644.7 million, increased by Bht. 408.0 million from previous year,

mainly caused investment by property, plant and equipment purchase for manufacturing expansion project.

3) Net cash flow derived from fund activity accounted for Bht. 740.0 million, increased by Bht. 677.4 million from previous year, due to

increased long-term loan, due debt payment and dividend to shareholders payout.
Liquidity Ratio

Company and affiliates have liquidity ratio of 1.40, while current liquidity ratio of 0.68, which considered sufficient to meet short-term debts.

Investment Expenditures

In fiscal 2006, company and its affiliates have investment expenditures on asset such as machinery and equipment, MDF Board project with

production capacity of 210,000 m® yearly, a budget sum of Bht. 2,700 million of Vanachai Panel Industries Co., Ltd. Melamine Impregnate paper project

with production capacity of 28,000,000 m’ at capital investment sum of Bht. 450 million of Vanachai Chemical Industries Co., Ltd.

Source of financial fund

- Some cash residue from operation

- Loan from financial institution

Long-term debts

As of December 2006, company and it affiliates have long-term debts as follows;

1. Loan stock of Vanachai Group Public Company, no. 1/2546 (see on topic no. 8 capital structure)
2. Long-term debts from domestic financial institutions

2.1 Long-term debts from domestic financial institutions (borrowed by Vanachai Panel Industries Co., Ltd.)

Amount 1,450,000,000 Baht
Outstanding Amount on ended 1,450,000,000 Baht
December 31, 2006
Financial Institution Thai Military Bank Public Company Limited
Interest rate - Annual fixed interest rate 4.5% From November 2005 to October 2007

- Annual MLR (TMB) - 1.5% From November 2007
Security Land, building, machine and equipment in Particleboard extension project (LINE2),

Vanachai Panel Industries Co., Ltd.
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2.2

2.3

2.4

Payment of interest On the end of every month

Payment of principal - The first installment is on March 31, 2008. and the final installment is on

October 2013
- The 1°'- 22" installment amount is Bht. 64.0 million each

- The 23" installment amount is Bht. 42.0 million.

Other credit loan conditions - Debt to capital ratio is not exceeding 2.5 : 1 throughout period of loan

contract

- Paid dividend is not exceeding 70% of net profit.

Long-term debts from domestic financial institutions (borrowed by Vanachai Panel Industries Co., Ltd.)

Amount 2,500,000,000 Baht
Outstanding Amount 2,326,088,586.22 Baht
on ended December 31, 2006
Financial Institution Bangkok Bank Public Company Limited
Interest rate - Annual fixed interest rate 3.375% until January 2007

- Annual MLR (TMB) - 1.25% From February 2007

Security Land, building, machine and equipment proprietary to Vanachai Panel

Industries Co., Ltd.
Payment of interest Monthly interest payment
Payment of principal amount - The 1% - 4" installment is Bht. 50.0 million each.
- The 5" - 8" installment is Bht. 75.0 million each.
- The 9" - 24" installment is Bht. 125.0 million each.

Other credit loan conditions - Debt to capital ratio is not exceeding 2.5 times.

Long-term debts from domestic financial institutions (borrowed by Vanachai Chemical Industries Co., Ltd.)

Amount 130,000,000 Bht
Outstanding Amount 108,400,000 Bht
on ended December 31%, 2006
Financial Institution Bangkok Bank Public Company Limited
Interest rate - Annual fixed interest rate 3.5% for the first year

- Annual MLR (TMB) - 1.256% for the second year and following years

Security Land, building, machine and equipment proprietary to Vanachai Chemical

Industries Co., Ltd.

Payment of interest Monthly interest payment

Payment of principal amount - The 1% - 11" installment is Bht. 10.8 million each.
- The 12" installment is Bht. 11.2 million

Other credit loan conditions - Debt to capital ratio is not exceeding 1.5 times

Long-term debts from domestic financial institutions (borrowed by Vanachai Chemical Industries Co., Ltd.)

Outstanding Amount 350,000,000 Bht

on ended December 31%, 2006 350,000,000 Bht

Financial Institution Bangkok Bank Public Company Limited

Interest rate - Annual fixed interest rate 3.5% for the first and second year

- Annual MLR - 1.25% for the 3, 4" and 5" year
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Security Land, building, machine and equipment proprietary to Vanachai Chemical
Industries Co., Ltd.
Payment of interest Monthly interest payment
Payment of principal amount - The 1% - 4" installment is Bht 16.150 million each.
- The 5% - 8" installment is Bht 16.800 million each.
- The 9" - 12" installment is Bht 17.475 million each.
- The 13°- 16" installment is Bht 18.175 million each.
- The 17° - 20" installment is Bht 18.900 million each.

Other credit loan conditions Debt to capital ratio is not exceeding 1.5 times

2.5 Long-term debts from domestic financial institutions (borrowed by Vanachai Groups)

Outstanding Amount 300,000,000 Bht

on ended December 31, 2006 300,000,000 Bht

Financial Institution Thai Farmer Bank Public Company Limited

Interest rate - Annual fixed interest rate 4.0% from 1st year to 12" year

- Annual MLR - 1.50% from the 13" year to 48" year

Security Land, building, machine and equipment proprietary to Vanachai Groups
Payment of interest Monthly interest payment at the end of each month
Payment of principal amount Amount of Bht15.0 million at each quarter for 20 installment The 1%

installment is on November 30,2007. All principal amount must be paid within

48-month period from the first loan withdraw (On August 1,2012)

Other credit loan conditions Debt to capital ratio is not exceeding 2.5 times

Dominant factors and influences toward performance outcomes and future financial statement

Since there are several competitive manufacturers in wood-based panel industry, effect of corporate operation depends upon economic
domestic and aboard factors. Some manufactures have penetrated the market by price oriented, high competition resulting in reducing in market price

which affects company’s sales volume. On the export sales, if the fluctuation of exchange rate is not stable, it will affect the company’s sales.

Other factors as operating cost of raw material cost, particularly rubber wood product, have carried out corresponding to market price of
rubber latex, including to natural disaster, for examples, flooding in rubber plant area. Due to increased of raw material cost, effect to increased of sell

cost, respectively.

Long-term loan, which currency in baht has been used by company, can keep company from currency exchange fluctuation. Effect of interest
rate might be contingent beyond period of fixed interest rate, which might affect company liquidity and cash flow at a time when principal amount shall

be repaid.

Short-term loan affects rate of floating interest, higher interest must be paid.
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Board of Directors’ Responsibility to the Financial
Statement Report

Board of Directors of Vanachai Group Public Company are accountable for consolidated financial statement of Vanachai Group Plc. and its
subsidiaries, including financial information demonstrated in annual report. Such financial report is consistent with generally acceptable accounting
standard, where selected accounting policy is proper and applicable regularly, based upon judicious discretion and optimum estimation in operating

procedure, as well exposure of important information sufficient to footnotes of financial statement

The board provides and maintains effective internal control to ensure that accounting record process is accurate, complete and adequate to

keep assets, and to acknowledge the weakness to prevent possible fraud or significant unusual operation.

For this reason, the board has appointed audit committees including non-executive committees to supervise quality of financial report and

internal control, and respective consent of committee. These all show in audit committee report which has already demonstrated in annual report.

Based on board's opinion, internal control of Vanachai Groups Public Company is relatively satisfactory, and convince reliability on company

financial statement and its affiliates as at ended December 31, 2006

S pime R Tho

(Mr. Sompop Sahawat) (Mr. Wanthana Jaroennawarat)

Committee Chairman Managing Director
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REPORT OF THE INDEPENDENT CERTIFIED
PUBLIC ACCOUNTANT

To the Shareholders of VANACHAI GROUP PUBLIC COMPANY LIMITED

| have audited the accompanying consolidated and the Company’s balance sheets as at December 31, 2006 and 2005, the related
consolidated and the Company’s statements of income, changes in shareholders’ equity and cash flows for the years then ended of VANACHAI
GROUP PUBLIC COMPANY LIMITED and its subsidiary companies and of VANACHAI GROUP PUBLIC COMPANY LIMITED only. These financial
statements are the responsibility of the Company’s management as to their correctness and completeness of the presentation. My responsibility is to

express an opinion on these financial statements based on my audit.

| conducted my audit in accordance with generally accepted auditing standards. Those standards require that | plan and perform the audit
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 audit provides a

reasonable basis for my opinion.

In my opinion, the consolidated and the Company’s financial statements referred to above present fairly, in all material respects, the
consolidated and the Company’s financial positions as at December 31, 2006 and 2005, and the consolidated and the Company’s results of operations
and the consolidated and the Company’s cash flows for the years then ended of VANACHAI GROUP PUBLIC COMPANY LIMITED and its subsidiary
companies and of VANACHAI GROUP PUBLIC COMPANY LIMITED only, in accordance with generally accepted accounting principles.

SAM NAK-NGAN A.M.C. CO., LTD.

Fophon: liheptc

(Miss Praphasri  Leelasupha)
Certified Public Accountant (Thailand) Registration No. 4664

Bangkok,
February 22, 2007
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Balance Sheets

VANACHAI GROUP PUBLIC COMPANY LIMITED AND ITS SUBSIDIARY COMPANIES

As at December 31, 2006 and 2005 (Unit : Baht)

Consolidated The Company Only
Note 2006 2005 2006 2005
ASSETS
CURRENT ASSETS
Cash and Cash Equivalents 291,938,104.04 183,482,415.02 53,729,653.36 49,971,737.02
Trade Accounts and Notes Receivable-Net 7 809,153,406.63 680,151,476.69 272,392,230.90 314,792,472.05
Trade Accounts Receivable from Subsidiary and 6.1 LAy 8 81,413,338.24 70,999,245.99 52,003,996.62 57,524,507.01
Related Companies
Short-Term Loan due from Subsidiary company 6.1 - - 60,000,000.00 -
Inventories-Net 9 834,196,862.37  674,380,232.18  299,285,747.97  276,137,639.62
Spare Parts for Repairs 296,286,190.98  292,709,479.50 88,198,5611.02 77,214,003.47
Receivable from the Revenue Department 39,347,280.58 27,593,415.24 14,856,822.87 1,541,850.92
Advance for Garden Plants 19,692,496.71 25,010,089.53 19,511,496.71 24,810,089.53
Other Current Assets 58,116,128.67 56,102,246.91 24,402,981.21 27,013,548.86
TOTAL CURRENT ASSETS 2,430,043,808.22 2,010,428,601.06  884,381,440.66  829,005,848.48
NON-CURRENT ASSETS
Long-Term Loan due from Subsidiary Company 6.1 - - 501,187,500.00 835,312,500.00
Investments in Subsidiary Companies 10 - - 4,465,235,664.92 4,306,375,981.43
Property, Plant and Equipment-Net 11 8,999,844,410.43  7,813,040,911.28 1,060,873,833.68 1,165,965,487.16
Deferred Expense from Debenture Issuance 1,958,180.49 3,337,979.63 1,958,180.49 3,337,979.63
Others Non-Current Assets 11,598,129.02 7,991,774.23 3,977,074.89 938.58
TOTAL NON-CURRENT ASSETS 9,013,400,719.94  7,824,370,665.14  6,033,232,253.98 6,310,992,886.80

TOTAL ASSETS 11,443,444,528.16  9,834,799,266.20 6,917,613,694.64 7,139,998,735.28

Notes to financial statements are an integral part of these financial statements.
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VANACHAI GROUP PUBLIC COMPANY LIMITED AND ITS SUBSIDIARY COMPANIES

As at December 31, 2006 and 2005

(Unit : Baht)
Consolidated The Company Only
Note 2006 2005 2006 2005

LIABILITIES AND SHAREHOLDERS’ EQUITY
CURRENT LIABILITIES
Bank Overdrafts and Short-Term Loans due to
Financial Institutions 12
Trade Accounts and Notes Payable

Trade Accounts Payable to Subsidiary and Related

Companies 6.1
Current Portion of Long-Term Loans 13
Current Portion of Debenture 14
Short-Term Loan due to Subsidiary Companies 6.1

Accrued Corporate Income Tax
Accrued Expenses
Other Accounts Payable
Accounts Payable - Assets purchase
Advances Received from Customers
Other Current Liabilities

TOTAL CURRENT LIABILITIES

NON-CURRENT LIABILITIES
Long-Term Loans 13
Debenture-Net from Current Portion 14
TOTAL NON-CURRENT LIABILITIES
TOTAL LIABILITIES

297,803,742.28
180,665,403.86

2,418,411.87
190,500,000.00
495,000,000.00
84,050,772.44
1083,603,591.00
202,198,391.07
116,059,754.08
35,269,855.56
32,294,342.53

218,313,622.50
170,135,004.97

1,967,793.88
43,200,000.00
495,000,000.00
94,712,328.51
104,426,614.09
186,352,460.08
1,688,052.53
28,5681,349.73
14,5692,776.07

138,210,761.45
44,406,836.93

199,946,925.24
15,000,000.00
495,000,000.00
145,000,000.00
52,872,645.89
44,999,765.26
54,239,214.04
33,355,658.95
6,790,209.63

46,111,691.68
68,124,528.68

345,890,478.46

495,000,000.00
160,000,000.00
80,680,458.20
44,967,507.82
59,053,887.44

27,370,326.30
2,592,730.40

1,739,864,264.69

1,358,869,902.36

1,229,822,017.39

1,329,791,608.98

4,300,788,586.22
247,500,000.00

2,965,722,237.54
742,500,000.00

285,000,000.00
247,500,000.00

300,000,000.00
742,500,000.00

4,5648,288,586.22

3,708,222,237.54

532,500,000.00

1,042,500,000.00

6,288,152,850.91

5,067,092,139.90

1,762,322,017.39

2,372,291,608.98

Notes to financial statements are an integral part of these financial statements.
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Balance Sheets

VANACHAI GROUP PUBLIC COMPANY LIMITED AND ITS SUBSIDIARY COMPANIES

As at December 31, 2006 and 2005

(Unit : Baht)

Note

Consolidated

2006

2005

The Company Only

2006

2005

SHAREHOLDERS’ EQUITY

Share Capital
Authorized Share Capital
1,426,666,667 Ordinary Shares each Baht 1.00
Issued and Paid-Up Share Capital
1,302,824,189 Ordinary Shares each Baht 1.00
1,301,930,354 Ordinary Shares each Baht 1.00
Premiums on Share Capital
Advance Share Subscriptions
Retained Earnings
Appropriated
Legal Reserve
Unappropriated
TOTAL SHAREHOLDERS’ EQUITY

TOTAL LIABILITIES AND SHAREHOLDERS’ EQUITY

15
16

1,426,666,667.00

1,302,824,189.00

1,020,000,000.00
111,266.00

142,667,000.00
2,689,689,222.25

1,426,666,667.00

1,301,930,354.00
1,020,000,000.00
613,079.00

142,667,000.00
2,302,496,693.30

1,426,666,667.00

1,302,824,189.00

1,020,000,000.00
111,266.00

142,667,000.00
2,689,689,222.25

1,426,666,667.00

1,301,930,354.00
1,020,000,000.00
613,079.00

142,667,000.00
2,302,496,693.30

5,165,291,677.25

4,767,707,126.30

5,165,291,677.25

4,767,707,126.30

11,443,444,528.16

9,834,799,266.20

6,917,613,694.64

7,139,998,735.28

Notes to financial statements are an integral part of these financial statements.
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VANACHAI GROUP PUBLIC COMPANY LIMITED AND ITS SUBSIDIARY COMPANIES

For the Years Ended on December 31, 2006 and 2005

(Unit : Baht)
Consolidated The Company Only
Note 2006 2005 2006 2005
REVENUES FROM OPERATION
Sales and Services 6,616,968,322.45 5987,636,005.92 2,778,071,783.89 2,661,607,564.67
Other Income 74,456,89650  111,879,077.23  113596,376.80  95,184,492.47

Participating Profits from Operation of Subsidiary Companies
TOTAL REVENUES
EXPENSES FROM OPERATION
Cost of Sales and Services
Selling and Administrative Expenses
Directors’ Remuneration 17
TOTAL EXPENSES
PROFIT FROM OPERATION BEFORE INTEREST EXPENSES
AND CORPORATE INCOME TAX
INTEREST EXPENSES

CORPORATE INCOME TAX 18
NET PROFIT

BASIC EARNINGS PER SHARE 19
DILUTED EARNINGS PER SHARE 19

BASIC ORDINARY SHARES (UNIT : SHARE)
DILUTED EQUIVALENT ORDINARY SHARES (UNIT : SHARE)

440,109,631.49

397,440,802.48

6,691,425,218.95

6,099,515,083.15

3,331,777,791.18

3,054,232,859.62

4,590,165,567.46
1,079,755,214.78
3,690,000.00

4,020,493,554.28
1,001,5685,178.77
3,370,000.00

2,119,754,395.51
339,777,622.61
3,690,000.00

1,799,762,812.90
288,998,071.43
3,370,000.00

5,673,610,782.24

5,025,448,733.05

2,463,222,018.12

2,092,130,884.33

1,017,814,436.71

1,074,066,350.10

868,555,773.06

962,101,975.29

(158,637,421.48)  (143,040,595.44) (68,161,103.40)  (66,109,340.17)
(146,450,153.03)  (170,624,437.03) (97,567,807.46)  (135,591,317.49)
712,826,862.20 760,401,317.63  712,826,862.20  760,401,317.63
0.55 0.58 0.55 0.568
0.55 0.58 0.55 0.568

1,302,691,825
1,303,313,117

Notes to financial statements are an integral part of these financial statements.
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Statements of Changes in Shareholders’ Equity

VANACHAI GROUP PUBLIC COMPANY LIMITED AND ITS SUBSIDIARY COMPANIES
For the Years ended on December 31, 2006 and 2005

(Unit : Baht)

Consolidated

Issued and Paid-Up Premiums on Advance Share
Share Capital ~ Share Capital ~Subscriptions

Retained Earnings Total

Appropriated  Unappropriated

Balance at January 1, 2005
Increased Capital

Advance Share Subsciptions
Dividend Paid

Net Profit for the Period

Balance at December 31, 2005
Increased Capital

Advance Share Subsciptions
Dividend Paid

Net Profit for the Period

Balance at December 31, 2006

1,301,554,679.00 1,020,000,000.00 108,997.00  142,667,000.00 1,932,589,648.47  4,396,920,224.47
375,775.00 - (375,775.00)

879,857.00 879,857.00

(390,494,272.80)  (390,494,272.80)

760,401,317.63 760,401,317.63

1,301,930,354.00 1,020,000,000.00 613,079.00  142,667,000.00 2,302,496,693.30 4,767,707,126.30
893,835.00 - (893,835.00)

392,022.00 392,022.00

(325,634,333.25)  (325,634,333.25)

712,826,862.20 712,826,862.20

1,302,824,189.00 1,020,000,000.00 111,266.00  142,667,000.00 2,689,689,222.25 5,1565,291,677.25

(Unit : Baht)

The Company Only

Issued and Paid-Up Premiums on Advance Share
Share Capital ~ Share Capital ~Subscriptions

Retained Earnings Total

Appropriated Unappropriated

Balance at January 1, 2005
Increased Capital

Advance Share Subsciptions
Dividend Paid

Net Profit for the Period

Balance at December 31, 2005
Increased Capital

Advance Share Subsciptions
Dividend Paid

Net Profit for the Period

Balance at December 31, 2006

1,301,554,5679.00 1,020,000,000.00 108,997.00  142,667,000.00 1,932,589,648.47  4,396,920,224.47
375,775.00 - (375,775.00)

879,8567.00 879,857.00

(390,494,272.80)  (390,494,272.80)

760,401,317.63 760,401,317.63

1,301,930,354.00 1,020,000,000.00 613,079.00  142,667,000.00 2,302,496,693.30  4,767,707,126.30
893,835.00 - (893,835.00)

392,022.00 392,022.00

(325,634,333.25)  (325,634,333.25)

712,826,862.20 712,826,862.20

1,302,824,189.00 1,020,000,000.00 111,266.00  142,667,000.00 2,689,689,222.25  5,155,291,677.25

Notes to financial statements are an integral part of these financial statements.
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Cash Flow Statements

VANACHAI GROUP PUBLIC COMPANY LIMITED AND ITS SUBSIDIARY COMPANIES
For the Years Ended on December 31, 2006 and 2005

(Unit : Baht)
Consolidated The Company Only
Note 2006 2005 2006 2005
CASH FLOW FROM OPERATING ACTIVITIES
Net Profit 712,826,862.20  760,401,317.63  712,826,862.20  760,401,317.63

Adjustments to Net Profit for Cash Received (Paid) from Operation

Doubtful Debts (Reversal) 2,425,467.52 (135,260.00) 2,188,5690.92 (94,516.00)
Loss from Revalued Inventories (Reversal) (1,612,580.86) 4,249,035.87 (981,900.20) 2,659,612.11
Depreciation 574,957,107.84  502,422,670.81 123,377,721.03  122,258,716.86
Gain from Disposal and Cessation of Assets (2,729,824.39) (49,881,552.99) (140,185.92) (806,307.72)
Amortized Other Expenses 1,082,826.33 892,632.20 312,280.48 -

Amortized Expense from Debenture Issuance 1,379,799.14 4,722,133.29 1,379,799.14 4,722,133.29
Unrealized (Gain) Loss on Exchange Rate (184,544.62) 481,707.19 143,394.17 59,475.98
Participating Profits from Operation of Subsidiary Companies - - (440,109,631.49)  (397,440,802.48)

Profit from Operation before Changes in Operating
Assets and Liabilities
(Increase)Decrease in Trade Accounts and Notes Receivable
(Increase)Decrease in Trade Accounts Receivable from
Subsidiary and Related Companies
(Increase)Decrease in Inventories
(Increase)Decrease in Spare Parts for Repairs
(Increase)Decrease in Receivable from the Revenue Department
(Increase)Decrease in Advance for Garden Plants
(Increase)Decrease in Other Current Assets
(Increase)Decrease in Other Non-Current Assets
Increase(Decrease) in Trade Accounts and Notes Payable
Increase(Decrease) in Trade Accounts Payable to
Subsidiary and Related Companies
Increase(Decrease) in Accrued Corporate Income Tax
Increase(Decrease) in Accrued Expenses
Increase(Decrease) in Other Accounts Payable
Increase(Decrease) in Advances Received from Customers

Increase(Decrease) in Other Current Liabilities

NET CASH RECEIVED FROM OPERATING ACTIVITIES
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1,288,145,113.16
(131,529,775.65)

(10,414,092.25)
(158,204,049.33)
(3,576,711.48)
(11,753,865.34)
5,417,692.82
(2,013,881.76)
(2,883,751.40)
10,608,301.48

450,617.99
(10,661,556.07)
(690,818.02)
15,885,162.23
6,688,505.83
17,701,566.46

1,223,152,584.00
10,098,301.08

(11,993,5679.71)
34,510,602.78
(47,618,171.85)
4,363,001.11
5,395,5564.91
8,689,787.60
835,248.26
(41,483,445.17)

1,282,715.46
(28,884,404.64)
9,935,5629.94
28,235,465.38
17,278,185.61
(4,696,708.92)

398,996,930.33
39,928,819.46

5,5620,510.39
(22,166,208.15)
(10,984,507.55)
(13,314,971.95)
5,298,592.82
2,610,567.65
(2,482,987.07)
(23,717,691.75)

(145,943,5653.22)
(27,807,812.31)
132,462.80
(4,775,442.16)
5,985,332.65
4,197,479.23

491,659,629.67
(23,324,176.31)

(10,681,723.33)
(43,007,500.19)
(5,832,792.66)
6,524,563.57
5,5695,5564.91
(526,813.56)
999,996.02
(3,763,709.80)

79,595,213.19
9,207,254.25
3,375,342.32
43,680,467.75
18,544,046.18
(588,431.97)

1,013,168,358.67

1,209,100,665.84

211,477,521.17

571,456,920.04

Notes to financial statements are an integral part of these financial statements.
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Cash Flow Statements

VANACHAI GROUP PUBLIC COMPANY LIMITED AND ITS SUBSIDIARY COMPANIES

For the Year Ended on December 31, 2006 and 2005

(Unit : Baht)
Consolidated The Company Only
2006 2005 2006 2005
CASH FLOW FROM INVESTING ACTIVITIES
(Increase) Decrease in Short-Term Loan due from Subsidiary Company - (60,000,000.00) -
Repayment of Long-Term Loan due from Subsidiary Company - 334,125,000.00  222,750,000.00
Dividends received from Subsidiary Companies - 229,250,000.00 485,000,000.00

Refund of Capital from Subsidiary Company
Purchase of Property, Plant and Equipment

(1,648,224,858.61) (1,310,898,241.27)

51,999,948.00
(20,091,498.27)

(72,576,453.36)

Sale of Property, Plant and Equipment 3,485,984.28 73,951,914.73 140,186.92 990,394.62
(Increase)Decrease in Advance for Machine - 159,5688.79 - -
NET CASH RECEIVED (USED) FROM INVESTING ACTIVITIES (1,644,738,874.33) (1,236,786,737.75) 535,423,636.65  636,163,941.26

CASH FLOW FROM FINANCING ACTIVITIES

Increase(Decrease) in Overdrafts and Short-Term

Loans due to Financial Institutions 79,490,219.78  (186,640,266.12) 92,099,069.77 (26,338,175.99)
Increase(Decrease) in Short-Term Loan due to Subsidiary Companies - (15,000,000.00)  (224,000,500.00)
Increase(Decrease) in Accounts Payable-Assets purchase (1,588,052.53) - - -
Increase in Long-Term Loans 1,5625,566,348.68 1,5680,522,237.54 - 300,000,000.00
Repayment of Long-term Loans (43,200,000.00)  (101,600,000.00) - -
Repayment of Debentures (495,000,000.00)  (840,000,000.00)  (495,000,000.00) (840,000,000.00)
Cash received from Increase Capital 392,022.00 879,857.00 392,022.00 879,857.00
Dividend Paid (325,634,333.25)  (390,494,272.80)  (325,634,333.25)  (390,494,272.80)
NET CASH RECEIVED (USED) FROM FINANCING ACTIVITIES 740,026,204.68 62,667,555.62  (743,143,241.48) (1,179,953,091.79)
INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS-NET 108,455,689.02 34,981,483.71 3,757,916.34 27,667,769.51
CASH AND CASH EQUIVALENTS AT THE BEGINNING OF THE PERIOD  183,482,415.02 148,500,931.31 49,971,737.02 22,303,967.51
CASH AND CASH EQUIVALENTS AT THE END OF THE PERIOD 291,938,104.04 183,482,415.02 53,729,653.36 49,971,737.02
ADDITIONAL DISCLOSURE :

1. Cash Payment during the Period for

- Interest Expenses 213,070,929.54 159,439,633.45 58,118,004.76 74,819,224.84

- Corporate Income Tax 157,123,032.06 200,599,249.84 125,375,619.77 126,384,063.24
2. Cash and Cash Equivalents consisted of :

- Cash 4,847,881.56 2,738,283.70 3,205,666.99 1,965,601.14

- Bank Deposit which maturity period not exceeding 3 months ~ 287,090,222.48 180,744,131.32 50,523,986.37 48,006,135.88

291,938,104.04 183,482,415.02 53,729,653.36 49,971,737.02

3. In 2006 and 2005, part of interest expense in the consolidated financial statements were recorded as cost of assets in amount of Baht 51.30
million and 18.59 million respectively.

4. In the consolidated financial statements for the years ended on December 31, 2006 and 2005, a subsidiary company has an account payable
for machine in amount of Baht 116.06 million and Baht 1.59 million respectively.

5. In the Company’s financial statements for the year ended on December 31, 2006, the Company had transferred a machine of Baht 1.81 million
in value to be part of other non-current assets.

6. In the consolidated financial statements for the year ended on December 31, 2005, a subsidiary company transferred advance for machine to
asset during construction in amount of Baht 9.52 million.

7. In the year ended on December 31, 2005, the Company and its subsidiary companies set off allowance for doubtful debt against trade
account receivable in the consolidated financial statements at amount of Baht 1.30 million and in the Company’s financial statements at
amount of Baht 0.27 million .

Notes to financial statements are an integral part of these financial statements.
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NOTES TO FINANCIAL STATEMENTS

VANACHAI GROUP PUBLIC COMPANY LIMITED AND ITS SUBSIDIARY COMPANIES
December 31, 2006 and 2005

1. General Information

The Company was registered on February 23, 1989 with the registration number 1656/2532 and later registered its conversion to be a public

company limited on November 1, 1994 with the registration number 0107537002621 lts registered office is located at 2/1 Phiboonsongkroam Road,

Bangsue, Bangkok. Its main business activities related to production and distribution of wood plates MDF board and Particle board. Information

concerning its employees for the years ended on December 31, 2006 and 2005 are as follows:

Consolidated The Company Only
2006 2005 2006 2005

Average Number of Employees (Person) 1,974 1,967 742 713
Employee Expenses (Million Baht) 366.59 344.01 147.86 136.85

2. Basis of Financial Statements Preparation

2.1

2.2

2.3

The consolidated and the Company’s financial statements are prepared in accordance with the generally accepted accounting principles
under the Accounting Act B.E. 2543, which cover the accounting standards determined by the Council of Accounting Professions
established under the Accounting Professions Act B.E. 2547 and already become effective, and in accordance with the regulation of

the Office of the Securities and Exchange Commission on the subject of preparation and presentation of the financial reports.

The Company prepares its statutory financial statements in the Thai version in conformity with generally accepted accounting principles
in Thailand. The accounting standards used may be different from generally accepted accounting principles in other countries. For the
convenience of the readers of the financial statements, English version have been translated from the statutory financial statements

in Thai version that are issued for domestic reporting purposes.

The preparation of financial statements in conformity with generally accepted accounting principles requires management, in some

circumstances, to make estimates and assumptions which affect the amounts shown in the financial statements and the notes to

financial statements. Actual results afterward may differ from those estimates.

3. Summary of Significant Accounting Policies

The significant accounting policies of the Company and its subsidiary companies are as follows :

3.1

3.2

33

3.4

Cash and cash equivalents include bank deposits in types of savings, current and not exceeding three-month fixed deposit with no

guarantee obligation.

Revenues from sales are presented by value of goods which are delivered in accordance with prices shown on invoice exclusive of
VAT.

Revenue from and cost of services consist of:
- Commission revenue is recognized when service is completed.

- Revenue from and cost of wood floor fixing service is recognized by percentage of completion method.

Other income and expense are recognized on accrual basis.
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3.5

3.6

3.7

3.8

3.9

3.10

3.1

3.12

3.13

3.14

3.1

3.16

Allowance for doubtful debts is made by assessing the uncollectibility of each account receivable.
Inventories are valued at lower of weighted average cost or net realizable value, whichever is lower.

Spare parts for repairs are valued by calculation of weighted average cost adjusted by allowance for slow-moving or obsolete (if

any) and spare parts for repairs will be treated as part of manufacturing cost once they are taken out for use.
Investments in subsidiary companies are shown by equity method.

Land is recorded initially at cost. Building and equipment are recorded at cost less accumulated depreciation and depreciation is

calculated by using a straight-line method over their approximate useful life as follows:

- Land Improvement 20 years
- Factory Building and Construction 20 vyears
- Machines and Equipment 10-20  years
- Vehicles 5-10  vyears
- Tools 5  years
- Furniture and Office Equipment 5  vyears

Interest expense and the exchange rate difference which are derived from borrowing especially for use in projects of the
construction-in-progress and during installation of subsidiary companies are regarded as cost of such construction-in-progress until it is

ready for intended use.

Lease in assets, of which risk and ownership right are still with the lessor, is categorized as operating lease and leasing fee under the

operating lease is recorded as expense under the term of the lease.

Copyright fees for production are recorded at cost and recognized as expense when they have been produced which are amortized by

a straight line method using the approximate useful life 5-10 years.
Deferred expenses for debenture issuance is amortized by a straight-line method over the term of debenture of 5 years.

[tems denominated in foreign currencies are recorded in Baht at prevailing rates of exchange when the transactions occur, while the
remaining balance of assets and liabilities at the year end are converted to Baht at the prevailing rates of exchange on that date and

profit or loss arising from such conversion is shown as revenue or expense.
Corporate income tax is recognized as expense when the Company and its subsidiary companies are liable to pay such tax.

Appropriation of profit as a legal reserve is made in accordance with the related legislation, which has to be approved by the

shareholders’ meeting.

Earnings per Share

- Basic earnings per share is calculated by dividing net profit with the weighted average number of issued and paid-up shares during
the year.

- Diluted earnings per share is calculated by dividing net profit with the sum of weighted average number of issued and paid up
shares during the period and the weighted average number of diluted ordinary share equivalents that needed to cover the warrants

converted to ordinary shares.

Financial instruments consist of financial assets shown on the balance sheet which include cash and bank balances, accounts

receivable, loans, and financial liabilities shown on the balance sheets which include accounts payable and borrowings, of which

accounting policies are disclosed in the individual related caption.

4. Beneficial Privileges from Investment Promotion

Two subsidiary companies were granted 6 investment promotion certificates from Board of Investment. Benefits and privileges received are

under Sections 25, 26, 28, 30, 31, 35(2), 35(4), 36(1), 36(2), 36(4) and 37 of Investment Promotion Act B.E. 2520 which include exemption of corporate

income tax on net profit derived from operating business under investment promotion for the period of 8 years commencing from the first day the

income is made from promoted business. The details of investment certificates received are as follows :-
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Certifcate No. Date Category of Promoted Business  Date of First Income Termination Date
1685/2538 Jan. 26, 1995 Categ. 6.11 Production of other Aug. 12, 1996 August 11, 2004 and afterward 50%
chemical products of normal corporate income tax is payable
for a period of b years.
1171(2)/2546 Jan. 22, 2003 Categ. 6.1 and 6.2 Production Jul. 1, 2004 Jun. 30, 2012
ofbasic and other chemical
products
1016(2)/2548 Nov. 10, 2004 Categ. 6.13 Production of fiber, Mar. 1, 2006 Mar. 1, 2014
paper fiber and paper or hard paper
1485/2539 Nov. 11, 1994 Categ. 1.17 production of board Aug. 3, 1998 Aug. 2, 2006 and afterward 50% of
from wooden pieces or plants normal corporate income tax is
payable for a period of 5 years.
1608(2)/2545 Apr. 10, 2002 Categ. 1.16 production of board Mar. 10, 2004 Mar. 9, 2012
from wooden pieces or plants
1136(2)/2548 Feb. 14, 2005 Categ. 1.16 production of board Oct. 10, 2006 Oct. 9, 2014

from wooden pieces or plants

5. Basis of Consolidation

5.1 The consolidated financial statements include the financial statements of VANACHAI GROUP PUBLIC COMPANY LIMITED (“the

Company”) and of five subsidiary companies in which the Company holds shares at more than 50% of the registered capital each as

follows:

Company’s Name Percentage of Activities Incorporated in
Shareholdings
2006 2005
- PARTICLE PLANNER CO., LTD. 99.99% 99.99%  Produce particle boards for domestic Thailand
and export sales.
- DUROSPAN CO., LTD. 99.99% 99.99%  Produce particle boards and laminated Thailand
particle boards for domestic and export
sales. Being under dissolution.
- WOODTEK INTERNATIONAL CO., LTD. 99.97% 99.97%  The group’s marketing arm for Thailand
various products of the group.
- VANACHAI CHEMICAL INDUSTRIES CO., LTD. 99.99% 99.99%  Produce glue products used by Vanachai Thailand
Group and sales to general public
- VANACHAI PANEL INDUSTRIES CO., LTD. 99.99% 99.99%  Produce particle boards for domestic Thailand

and export sales.

The accounting years of the above subsidiary companies are the same as VANACHAI GROUP PUBLIC COMPANY LIMITED.

Investments in subsidiary companies with the shareholdings from 99% onwards were treated as holdings of 100% in preparing of

consolidated financial statements of the Company and its subsidiary companies.

5.2 The significant inter-transactions and balances between the Company and its subsidiary companies, investment in subsidiary

companies and share capital of its subsidiary companines have been eliminated from the consolidated financial statements.
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6. Inter-Transactions Between Related Entities

Significant inter-transaction items were incurred with the subsidiary, related companies and related party, having the same shareholders group
or mutual directors. The material balance and inter-transaction items with the subsidiary, related companies and related party could be summarized as

follows:-
6.1 Inter-Assets and Liabilities

(Unit : Million Baht)
Relationship Consolidated The Company Only
As at December 31, As at December 31
2006 2005 2006 2005

- TRADE ACCOUNTS RECEIVABLE

VANACHAI CHEMICAL INDUSTRIES COMPANY LIMITED Subsidiary - - 0.02
VANACHAI PANEL INDUSTRIES COMPANY LIMITED Subsidiary - - 0.05
MAE YAl COMPANY LIMITED Related 41.18 36.51 27.63 3263
DOCTOR WOOD COMPANY LIMITED Related 12.15 7.86 10.37 6.66
VANACHAI VENEER AND PLYWOOD COMPANY LIMITED Related 14.98 9.07 2.20 0.77
WOODLAND COMPANY LIMITED Related 13.10 17.56 11.73 17.56
81.41 71.00 52.00 57.62
- OTHER ACCOUNTS RECEIVABLE
PARTICLE PLANNER COMPANY LIMITED Subsidiary - - 3.00 1.04
VANACHAI VENEER AND PLYWOOD COMPANY LIMITED Related 9.44 11.78 9.44 11.78
9.44 11.78 12.44 12.82
- ACCRUED INTEREST RECEIVABLE
VANACHAI PANEL INDUSTRIES COMPANY LIMITED Subsidiary - - 1.35 2.20
1.35 2.20
- TRADE ACCOUNTS PAYABLE
PARTICLE PLANNER COMPANY LIMITED Subsidiary - - 4220 22.86
VANACHAI CHEMICAL INDUSTRIES COMPANY  LIMITED Subsidiary - - 163.64 321.99
VANACHAI PANEL INDUSTRIES COMPANY LIMITED Subsidiary - - 4.10 1.04
VANACHAI VENEER AND PLYWOOD COMPANY LIMITED Related 2.37 1.90 0.01
OTHER RELATED COMPANIES 0.05 0.07
2.42 1.97 199.95 345.89
- OTHER ACCOUNTS PAYABLE
PARTICLE PLANNER COMPANY LIMITED Subsidiary - - 20.56 18.54
DUROSPAN COMPANY LIMITED Subsidiary - - - 10.94
VANACHAI PANEL INDUSTRIES COMPANY LIMITED Subsidiary - - 0.14
WOODTEX INTERNATIONAL COMPANY LIMITED Subsidiary - - 4.15 4.20
FIRST WOOD COMPANY LIMITED Related 0.57 - 0.56
DOCTOR WOOD COMPANY LIMITED Related 422 4.58
VANACHAI VENEER AND PLYWOOD COMPANY LIMITED Related 0.18 - 0.18
OTHER RELATED COMPANIES 0.01 0.04 - 0.04
4.98 4.62 25.59 33.72
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(Unit : Million Baht)

Relationship Consolidated The Company Only
As at December 31, As at December 31
2006 2005 2006 2005

- ACCRUED INTEREST PAYABLE
PARTICLE PLANNER COMPANY LIMITED Subsidiary - - 1.67 048
DUROSPAN COMPANY LIMITED Subsidiary - - - 0.15
1.67 0.63

SHORT-TERM LOAN DUE FROM
VANACHAI PANEL INDUSTRIES COMPANY LIMITED Subsidiary

Beginning Balance

Increase for the Period - - 81.00
Receive for the Period - - (21.00)
Ending Balance - - 60.00

LONG-TERM LOAN DUE FROM
VANACHAI PANEL INDUSTRIES COMPANY LIMITED Subsidiary
Beginning Balance - - 835.31 1,058.06

Increase for the Period

Receive for the Period - - (334.12) (222.75)
Ending Balance - - 501.19 835.31
- SHORT-TERM LOANS DUE TO
PARTICLE PLANNER COMPANY LIMITED Subsidiary
Beginning Balance - - 120.00 188.00
Increase for the Period - - 145.00 159.00
Repaid for the Period - - (120.00) (227.00)
Ending Balance - - 145.00 120.00

VANACHAI CHEMICAL INDUSTRIES COMPANY LIMITED  Subsidiary

Beginning Balance

Increase for the Period - - - 370.00
Repaid for the Period - - - (370.00)
Ending Balance
DUROSPAN COMPANY LIMITED Subsidiary
Beginning Balance - - 40.00 5.00
Increase for the Period - - 15.00 40.00
Repaid for the Period - - (55.00) (5.00)
Ending Balance - - - 40.00
VANACHAI PANEL INDUSTRIES COMPANY LIMITED Subsidiary
Beginning Balance - - - 191.00
Increase for the Period - - - 181.00
Repaid for the Period - - - (372.00)

Ending Balance

TOTAL SHORT-TERM LOANS - - 145.00 160.00

As at December 31, 2006 and 2005, inter-loans due from and inter-short-term loans due to were in the form of promissory notes, payable on

demand with interest rates of 4.00% and 2.50-3.50% per annum respectively.

As at December 31, 2006 and 2005, the inter-long-term loan due from in the form of financially support contract fixed the repayment of the
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principal and interest at every three months. Repayment of principal is by installments, for the 1°- 4™ installments at Baht 27.84 million each and 5"-
16" installments at Baht 83.52 million each, the first installment commenced on September 1, 2004 until the last installment on June 2008. First
payment of interest was on September 1, 2003 at the interest rate of 3.10% per annum.
(Unit : Million Baht)
Relationship Consolidated The Company Only
2006 2005 2006 2005

- Purchase of Asset from
DUROSPAN COMPANY LIMITED Subsidiary - - - 2.17

The purchase of machine from a subsidiary company was pursuant to the fair market value that appraised by an expert from the parent

company.
6.2 Inter-Revenue and Expense
- The value of sales for the years ended on December 31, 2006 and 2005

(Unit : Million Baht)

Relationship Consolidated The Company Only
For the years ended For the years ended
on December 31 on December 31

2006 2005 2006 2005

Companies in the Group sold to :

PARTICLE PLANNER COMPANY LIMITED Subsidiary - - 0.13

VANACHAI CHEMICAL INDUSTRIES COMPANY LIMITED Subsidiary - - 0.03 0.04

DUROSPAN COMPANY LIMITED Subsidiary - - - 4.66

VANACHAI PANEL INDUSTRIES COMPANY LIMITED Subsidiary - - 0.05

MAE YAl COMPANY LIMITED Related 163.29 147.28 125.82 129.48

DOCTOR WOOD COMPANY LIMITED Related 36.38 43.81 33.18 38.36

WOODLAND COMPANY LIMITED Related 38.33 63.26 35.23 63.23

VANACHAI VENEER AND PLYWOOD COMPANY LIMITED Related 53.11 43.69 11.60 6.91
281.11 298.04 206.04 242.68

- The value of purchases for the years ended on December 31, 2006 and 2005

(Unit : Million Baht)

Relationship Consolidated The Company Only
For the years ended For the years ended
on December 31 on December 31

2006 2005 2006 2005

Companies in the Group purchased from :

PARTICLE PLANNER COMPANY LIMITED Subsidiary - - 145.44 76.78
DUROSPAN COMPANY LIMITED Subsidiary - - - 8.23
VANACHAI CHEMICAL INDUSTRIES COMPANY LIMITED  Subsidiary - - 543.14 483.94
VANACHAI PANEL INDUSTRIES COMPANY LIMITED Subsidiary - - 7.13 2.55
VANACHAI VENEER AND PLYWOOD COMPANY LIMITED  Related 8.53 5.92 - 0.04
OTHER RELATED COMPANIES 0.33 0.43 - -
8.86 6.35 695.71 571.54

Inter-trading transactions between VANACHAI GROUP PUBLIC COMPANY LIMITED and the subsidiary and related companies

follow the normal price charged to general clients except glue product which is purchased/sold at the price which is higher than cost.

- The value of other income for the years ended on December 31, 2006 and 2005
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(Unit : Million Baht)

Relationship Consolidated The Company Only
For the years ended For the years ended
on December 31, on December 31,
2006 2005 2006 2005
PARTICLE PLANNER COMPANY LIMITED Subsidiary - - 35.69 8.77
DUROSPAN COMPANY LIMITED Subsidiary - - - 0.03
WOODTEX INTERNATIONAL COMPANY LIMITED Subsidiary - - 151 0.04
VANACHAI PANEL INDUSTRIES COMPANY LIMITED Subsidiary - - - 0.22
VANACHAI VENEER AND PLYWOOD COMPANY LIMITED Related 37.46 4130 37.46 41.30
DOCTOR WOOD COMPANY LIMITED Related - 0.20 -
OTHER RELATED COMPANIES 0.01 0.01 0.01 0.01
37.47 4151 74.67 50.37

- The value of other expenses for the years ended on December 31, 2006 and 2005

(Unit : Million Baht)

Relationship Consolidated The Company Only
For the years ended For the years ended
on December 31, on December 31,
2006 2005 2006 2005
PARTICLE PLANNER COMPANY LIMITED Subsidiary - - 227.16 200.01
DUROSPAN COMPANY LIMITED Subsidiary - - - 0.92
WOODTEX INTERNATIONAL COMPANY LIMITED Subsidiary - - 25.14 2132
VANACHAI CHEMICAL INDUSTRIES COMPANY LIMITED  Subsidiary - - 2.64 2.63
VANACHAI PANEL INDUSTRIES COMPANY LIMITED Subsidiary - - - 0.45
FIRST WOOD COMPANY LIMITED Related 11.14 11.09 6.22 6.22
DOCTOR WOOD COMPANY LIMITED Related 32.09 29.14 0.02
VANACHAI VENEER AND PLYWOOD COMPANY LIMITED  Related 0.04 0.03 0.03 0.03
THREE BROTHERS COLLEGE Related party 0.96 - -
OTHER RELATED COMPANIES 0.03 0.01 -
44.26 40.27 261.21 23158

Other inter-income and expense transactions between VANACHAI GROUP PUBLIC COMPANY LIMITED and the subsidiary and
related companies, rental fee in compliance with the mutually agreed upon agreements, service and commission expenses are the

mutually agreed condition which have gross margin about 40-60% and other expenses are at cost.
- The value of interest income on loans (due from) for the years ended on December 31, 2006 and 2005

(Unit : Million Baht)

Relationship Consolidated The Company Only
For the years ended For the years ended
on December 31, on December 31,
2006 2005 2006 2005
VANACHAI PANEL INDUSTRIES COMPANY LIMITED Subsidiary - - 21.22 30.48
2122 30.48

- The value of interest expenses on loans (due to) for the years ended on December 31, 2006 and 2005
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(Unit : Million Baht)

Relationship Consolidated The Company Only
For the years ended For the years ended
on December 31, on December 31,
2006 2005 2006 2005
PARTICLE PLANNER COMPANY LIMITED Subsidiary - - 2.80 243
DUROSPAN COMPANY LIMITED Subsidiary - - 0.85 0.17
VANACHAI CHEMICAL INDUSTRIES COMPANY LIMITED  Subsidiary - - 2.91
VANACHAI PANEL INDUSTRIES COMPANY LIMITED Subsidiary - - 3.22
- 3.65 8.73
6.3 Type of Relationship between Related Companies and Related Party
Consisted of :
Company’s Name Relationship
MAE YAl COMPANY LIMITED Mutual-Director
DOCTOR WOOD COMPANY LIMITED Mutual-Director
FIRST WOOD COMPANY LIMITED Mutual-Director
VANACHAI VENEER AND PLYWOOD COMPANY LIMITED Mutual-Director
WOODLAND COMPANY LIMITED Mutual-Director
VANACHAI INTERTRADING GROUP COMPANY LIMITED Mutual-Director
THREE BROTHERS COLLEGE Mutual-Director
7. Trade Accounts and Notes Receivable-Net
Trade accounts and notes receivable were classified by aging as follows:-
(Unit : Baht)
Consolidated The Company Only
As at December 31 As at December 31
2006 2005 2006 2005
Trade Accounts Receivable within Credit Term 448,190,565.49 429,095,457.77 195,704,006.61 204,477,399.72
Aging of Trade Accounts Receivable : -
- Less than 3 Months 182,003,386.84 85,018,524.70 21,750,562.68 20,198,665.58
- Over 3 Months to 6 Months 5,587,108.59 1,342,450.07 4,100,054.69 1,342,450.07
- Over 6 Months to 9 Months 1,310,396.57 1,310,396.57 -
- Over 9 Months 2,488,758.27 2,488,758.27 -
Total 639,580,215.76 515,456,432.54 225,353,778.82 226,018,5156.37
Notes Receivable 176,154,265.63 168,850,651.39 49,498,536.00 89,045,449.68
Less Allowance for Doubtful Debts (6,581,074.76) (4,155,607.24) (2,460,083.92) (271,493.00)

Trade Accounts and Notes Receivable-Net

809,153,406.63

680,151,476.69

272,392,230.90

314,792,472.05
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8. Trade Accounts Receivable from Subsidiary and Related Companies

Trade accounts receivable from subsidiary and related companies were classified by aging as follows:-

(Unit : Baht)

Consolidated
As at December 31

The Company Only
As at December 31

2006

2005

2006

2005

Trade Accounts Receivable within Credit Term 81,413,338.24 70,577,411.33 52,003,996.62 57,102,672.35
Aging of Trade Accounts Receivable : -
- Less than 3 Months - 421,834.66 - 421,834.66
Total 81,413,338.24 70,999,245.99 52,003,996.62 57,524,507.01
9. Inventories - Net
Consisted of: -
(Unit : Baht)
Consolidated The Company Only

As at December 31

As at December 31

2006 2005 2006 2005

Raw Materials 158,540,897.15 165,646,883.42 49,798,205.22 47,773,586.29
Work-in-Process 197,252,001.10 133,002,071.30 123,504,405.74 103,000,940.11
Finished Goods 455,441,191.37  366,985,861.96 118,613,073.08 120,575,262.24
Supplies 27,129,340.07 13,723,433.92 9,692,179.75 7,730,535.00
Goods-in-Transit - 801,129.76 - 361,332.00

Total 838,363,429.69  680,159,380.36 301,607,863.79 279,441,655.64
Less Allowance for diminution of Inventories (4,166,567.32) (5,779,148.18) (2,322,115.82) (3,304,016.02)

Inventories-Net 834,196,862.37 674,380,232.18 299,285,747.97 276,137,639.62
10. Investments in Subsidiary Companies
Consisted of: -
(Unit : Baht)
The Company Only
Company’s Name Paid-Up Capital Percentage As at December 31, 2006 As at December 31, 2005
(Thousand Baht) of Investments Investments
2006 2005 Shareholding Cost Method Equity Method Dividend  Cos Method Equity Method Dividend
PARTICLE PLANNER COMPANY LIMITED 250,000 250000 99.99%  249,999,300.00 461591,002.28 (51,250,000.00) 249,999,300.00 404,541,357.11 110,000,000.00
DUROSPAN COMPANY LIMITED 48,000 100000  99.99%  47,999.35200  10,122,981.15 99,999,300.00  64,961,647.63
WOODTEX INTERNATIONAL COMPANY LIMITED 2,000 2000 9997% 1999,300.00  18258441.83  (2,500,000.00)  1,999,300.00  17,083,186.78
VANACHAI CHEMICAL INDUSTRIES COMPANY
LIMITED 150,000 150,000  9999%  149,999,930.00 1,080,189,790.54 (127,500,000.00) 149,999,930.00 1,036,263 496.16 135,000,000.00
VANACHAI PANEL INDUSTRIES COMPANY
LIMITED 1600000 1600000  99.99%  1599,999,930.00 2,895,073,449.12  (48,000,000.00) 1,599,999,930.00 2,783,556,293.75  240,000,000.00

2,049,997,812.00 4,465,235,664.92

(229,250,000.00) 2,101,997,760.00 4,306,375,981.43  485,000,000.00

In accordance to minute of the extraordinary meeting of shareholders of Durospan Co., Ltd., a subsidiary company, to dissolve

its business, the subsidiary company had already registered its dissolution on July 31, 2006 and has been in the process of liquidation.

The financial statements of the said subsidiary company which were consolidated and recorded the investment by equity method for

the year ended on December 31, 2006 are those prepared by the management of that subsidiary company without auditing by any

certified public accountant.
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11. Property, Plant and Equipment-Net
11.1 Consolidated

Consisted of :

(Unit : Baht)
Land Factory Building Machines  Vehicles Tools Furniture  Construction Total
and Land and and and Office  in Progress
Land Improvement Construction Equipment Equipment
Cost:
As at December 31, 2005 279,053,232.49  1,018,641,963.45 9,793,360,762.95  190,205,934.08  151,423,392.70 66,159,604.20  1,184,941,192.11 12,683,786,081.98
Purchase 2,255,575.00 1,982,340.00 98,041,838.31 30,458,229.09 11,214,909.21 7,852,815.67  1,612,516,489.32 1,764,322,196.60
Transfer in 360,757,482.87  2,406,596,567.22 5,972,336.45 11,000,123.65 584,081.96 2,784,910,592.15
Sale (11,393,122.76)  (17,107,038.36) (4,205,505.63) (27,000.00) (32,732,666.74)
Transfer out - (1,917,875.00) - - - (2,784,910,692.15) (2,786,828,467.15)
As at December 31, 2006 281,308,807.49 1,381,381,786.32 12,284,688,170.73  209,529,461.26  169,432,919.93 74,569,501.83 12,547,089.28 14,413,457,736.84
Accumulated Depreciation:
As at December 31, 2005 (314,713,319.87) (4,273,319,442.42)  (111,788,027.39)  (120,606,637.85) (50,317,743.17) (4,870,745,170.70)
Transfer in - - - - -
Sale 11,285,109.02 16,640,789.41 4,023,609.42 26,999.00 31,976,506.85
Transfer out 112,445.28 112,445.28
Depreciation for the year (60,159,432.34)  (467,419,070.04)  (27,945,762.82)  (13,586,860.27) (5,845,982.37) (574,957,107.84)
As at December 31, 2006 (374,872,752.21) (4,729,340,958.16)  (123,093,000.80) ~ (130,169,888.70) (56,136,726.54) (5,413,613,326.41)
Book Value :
As at December 31, 2005 279,053,232.49  703,928,643.58 5,520,041,320.563 78,417,906.69 30,816,754.85 15,841,861.03  1,184,941,192.11 7,813,040911.28
As at December 31, 2006 281,308,807.49  1,006,509,034.11  7,555,347,212.57 86,436,460.46 39,263,031.23 18,432,775.29 12,547,089.28  8,999,844,410.43
The depreciation in income statement
For the year ended on
December 31, 2005 502,422,670.81
December 31, 2006 574,957,107.84
11.2 The Company Only
Consisted of :
(Unit : Baht)
Land Factory Building Machines Vehicles Tools Furniture ~ Construction Total
and Land and and and Office  in Progress
Land Improvement Construction Equipment Equipment
Cost:
As at December 31, 2005 76,668,356.32  280,126,562.40 3,011,445,059.19 37,318,172.36 83,351,105.84 20,508,955.28 31,747,004.90  3,546,165,216.29
Purchase 1,601,181.61 1,680,348.00 2,561,357.22 961,684.19 13,386,927.25 20,091,498.27
Transfer in 8,601,181.51 27,092,295.87 2,430,167.45 38,023,644.83
Sale (1,231,156.00) (1,231,156.00)
Transfer out - (1,917,875.00) - - (38,023,644.83)  (39,941,519.83)
As at December 31, 2006 76,668,356.32  288,627,743.91  3,038,220,661.67 37,667,364.36 93,342,630.51 21,470,639.47 7,110,287.32  3,563,107,683.56
Accumulated Depreciation:
As at December 31, 2005 (120,321,128.78) (2,147,193,305.49)  (18,912,614.16) ~ (75,993,685.15) (17,779,195.55) (2,380,199,729.13)
Transfer in -
Sale 1,231,155.00 1,231,155.00
Transfer out - 112,445.28 112,445.28
Depreciation for the year (14,340,297.75)  (96,889,543.00) (6,097,595.18) (4,938,574.89) (1,111,710.21) (123,377,721.03)
As at December 31, 2006 (134,661,426.63) (2,243,970,403.21)  (23,778,954.34)  (80,932,160.04) (18,890,905.76) (2,502,233,849.88)
Book Value :
As at December 31, 2005 76,668,356.32  159,805,433.62  864,251,753.70 18,405,658.20 12,357,520.69 2,729,759.73 31,747,004.90  1,165,965,487.16
As at December 31, 2006 76,668,356.32  153,966,317.38  794,250,258.46 13,888,410.02 12,410,470.47 2,579,733.71 7,110,287.32  1,060,873,833.68

The depreciation in income statement
For the year ended on
December 31, 2005
December 31, 2006

122,258,716.86
123,377,721.03
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As at December 31, 2006 and 2005, the parent company and subsidiary companies pledged land together with construction and a part of
machines at the book value in the consolidated financial statements of Baht 8,506.32 million and Baht 7,009.92 million respectively and in the
Company’s financial statements of Baht 991.13 million and Baht 996.31 million respectively as collaterals against credit facilities received from
commercial banks and financial institutions and against debenture issuance. A part of land in amount of Baht 14.75 million was land acquisition of the
parent company from a subsidiary company at book value and registered such land for the permission enforcement upon the pathway and other public

utilities for other pieces land of that subsidiary company that sold that piece of land.

For the years ended on December 31, 2006 and 2005, cost of building and some equipment in the consolidated financial statements in
amount of Baht 51.30 million and Baht 18.59 million respectively represented actual interest of long-term loan for use in the construction project of

factory and installation of machine for the new factory.

As at December 31, 2006 and 2005, factory building and construction, machines, tools, furniture and office equipment and vehicles in amount

of Baht 2,395.75 million and Baht 2,368.34 million respectively as reflected in the consolidated statements, and Baht 1,528.32 million and Baht

1,495.51 million as reflected in the Company’s financial statements are fully depreciated but still in use.

12. Credit Facilities and Guarantees

As at December 31, 2006 and 2005, overdrafts and loans due to banks, trust receipts payable and issuance of letters of guarantee due to
banks of the parent company and its subsidiary companies were secured by the pledging of land, building and machines of the parent company and
its subsidiary companies as mentioned in the notes to financial statement no. 11. Moreover, the creditor shall be the beneficiary over the right of
assets insurance and guaranteed by the parent company and its subsidiary companies as in the consolidated financial statements at the limit of Baht

5,520 million and Baht 5,345 million respectively and in the Company’s financial statements at the limit of Baht 595 million and Baht 565 million

respectively. Furthermore, the parent company jointly and fully guaranteed against indebtedness of its subsidiary companies.

13. Long-Term Loans

Consisted of: -

(Unit : Baht)
Consolidated The Company Only
As at December 31, As at December 31,
2006 2005 2006 2005
Long-Term Loans (Credit line of Baht 300 million) 300,000,000.00 300,000,000.00 300,000,000.00 300,000,000.00
Long-Term Loans (Credit line of Baht 1,450 million) 1,450,000,000.00 1,450,000,000.00
Long-Term Loans (Credit line of Baht 2,500 million) 2,326,088,586.22 800,522,237.54
Long-Term Loans (Credit line of Baht 350 million) 350,000,000.00 350,000,000.00
Long-Term Loans (Credit line of Baht 130 million) 65,200,000.00 108,400,000.00
Total Long-Term Loans 4,491,288,586.22 3,008,922,237.54 300,000,000.00 300,000,000.00
Less Current Portion of Long-Term Loans (190,500,000.00) (43,200,000.00) (15,000,000.00) -
Total Long-Term Loans-Net 4,300,788,586.22 2,965,722,237.54 285,000,000.00 300,000,000.00
The movements in the long-term loans for the years ended on December 31, 2006 and 2005
(Unit : Baht)
Consolidated The Company Only
As at December 31, As at December 31,
2006 2005 2006 2005
Beginning Balance 3,008,922,237.54 1,530,000,000.00 300,000,000.00
Increase in the Period 1,525,566,348.68 1,580,522,237.54 - 300,000,000.00
Repayment of Loans (43,200,000.00) (101,600,000.00) -
Ending Balance 4,491,288,586.22 3,008,922,237.54 300,000,000.00 300,000,000.00

As at December 31, 2006 and 2005, the parent company and its subsidiary companies’ long term loans in the consolidated financial

statements consisted of :-
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13.1 Credit Outstanding Interest Rate Repayment of Principal and Interest
Facility = Balance Principal
(Million Baht)  (Million Baht)

300.00 300.00 - The first year at the - The first installment to repay the principal must be
rate of MLR-1.75% paid on the 27th month anniversary from the date of
per annum after which the first withdrawal (September 2, 2005) and the
carried the rate of following installments to be repaid every quarter for
MLR-1.50% per annum. 20 installment at Baht 15.00 million per installment.

The repayment for the principal must be completed
within 84 months from the date of the first with
drawal (August 1, 2012).

- The interest is repayable monthly from the date of

the first withdrawal.

Other Material Conditions Compliance with Contract
- The Company has to maintain ratio of debt to equity to not exceeding 2.5 to 1.

- The Company must give the benefits from the insurance of all the machinery and constructions to the lender.

Collateral

The Company pledged a part of land, property and machines as collateral against this credit facility in full amount.

13.2 As at December 31, 2006 and 2005, the long-term loan of a subsidiary company at the credit limit of Baht 1,450.00 million were loan
pursuant to the financial support agreement dated November 17, 2005 with a commercial bank to re-finance the former long-term loan
at Baht 1,450.00 million pursuant to the financial support agreement dated September 12, 2002. The new credit limit and material

conditions are as follows: -

Credit Outstanding Interest Rate Repayment of Principal and Interest
Facility = Balance Principal
(Million Baht) (Million Baht)

1,450.00 1,450.00 - The first two years at the - Principal is repayable quarterly commencing from
rate of 4.5% per annum March 2008 to October 2013 for 23 installments at
after which carried Baht 64.00 million per installments and the final
minimum rate of MLR- installment of Baht 42.00 million to be made in
1.5% per annum. October 2013.

- Interest monthly repayable commenced from

December 2005 onwards.

Other Material Conditions Compliance with Contract

- The subsidiary company has to maintain ratio of debt to equity to not exceeding 2.5 to 1.

- The subsidiary company could pay dividend not exceeding 70 percent of net profit.

- The subsidiary company must insure the assets pledged as collateral where the subsidiary company must forfeit the benefits from all types
of insurance (all-risk) to the lending bank.

- The subsidiary company must inform and grant approval from the lending bank prior to lending to directors and the affiliated companies or
additionally invest in any activity other than the activity in the normal course of business.

- The subsidiary company must perform appraisal of the assets pledged as collateral pursuant to the regulation of the lending bank.

Collateral

As at December 31, 2006 and 2005, the subsidiary company pledged a part of land together with construction and machineries with
book value at Baht 2,581.26 million and Baht 2,603.04 million respectively as collateral against credit facility received from the commercial
bank.
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13.3 Credit Outstanding Interest Rate
Facility  Balance Principal

(Million Baht)  (Million Baht)

Repayment of Principal and Interest

2,500.00 2,326.09 - The first two years
(April 11, 2005- January
31, 2007) at the rate
of 3.375% per annum
after which carried

the rate of MLR-

1.25% per annum.

Other Material Conditions Compliance with Contract

- Principal is repayable quarterly commencing from July
2007 to July 2013 for 24 installments at 1st-4th Baht
50 million, 5th-8th Baht 75 million and 9th-24th Baht
125 million per installments.

- Interest is monthly repayable commenced from the

first drawdown date.

- The subsidiary company has to maintain ratio of debt to equity to not exceeding 2.5 to 1.

- The subsidiary company must process for the above machinery pledged as collateral to register its ownership with the relevant government

office within 450 days from the date of the contract entered into. After the subsidiary company must mortgage the said machinery to the

lender within 30 days after the ownership registered to the subsidiary company.

- The subsidiary company must give the benefits from the insurance of all the machinery and constructions to the lender.

Collateral

As at December 31, 2006 and 2005, the subsidiary company pledged a part of land together with construction and machineries with

book value at Baht 2,302.87 million and Baht 751.40 million respectively as collateral against such credit facility in full amount.

13.4 Credit Outstanding Interest Rate
Facility  Balance Principal

(Million Baht)  (Million Baht)

Repayment of Principal and Interest

350.00 350.00 - The first two years at

the rate of 3.50%

per annum

- 39-5" vear at the
rate of MLR - 1.25%
per annum

- 6" -7" year at the
rate of MLR - 0.50%

per annum

- The first installment to repay the principal must be paid
on the 27" month anniversary from the date of the first
withdrawal (August 13, 2007) and the following installments
to be repaid every quarter at 1% - 4™ Baht 16.15 million,
5" - 8" Baht 16.80 million, 9" - 12" Baht 17.48 million,
13" - 16" Baht 18.18 million and 17" - 20" Baht 18.90 million.
The repayment for the principal must be completed within
84 months from the date of the first withdrawal (July 12,
2012).

- The interest is repayable monthly from the date of the first

withdrawal.

13.5 Credit Outstanding Interest Rate
Facility = Balance Principal

(Million Baht)  (Million Baht)

Repayment of Principal and Interest

130.00 65.20 - The first year at the
rate of 3.50% per annum
- 2" year onward the

rate of MLR - 1.25%

per annum

- The first installment to repay the principal must be paid
on the 3" month anniversary from the date of the first
withdrawal (July 12, 2005) and the following
installments to be repaid every quarter for 12 installments
at Baht 10.80 million per installment with the final installment
for the remaining Baht 11.20 million. The repayment for the
principal must be completed within 36 months from the date
of the first withdrawal (April 11, 2008).

- The interest is repayable monthly from the date of the first

withdrawal.

Other Material Conditions Compliance with Contract (As mentioned in notes to financial statements nos. 13.4 and 13.5)

- The subsidiary company has to maintain ratio of debt to equity to not exceeding 1.5 to 1.

- The subsidiary company must forfeit the benefits from the insurance of all the machinery and constructions to the lender.
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Collateral (As mentioned in notes to financial statements nos. 13.4 and 13.5)

As at December 31, 2006 and 2005, the subsidiary company pledged land together with construction and machine with book value

of Baht 807.11 million and Baht 831.39 million respectively as collateral for the whole credit limit.

14. Debenture

On June 3, 2003, the Company issued holder specified debenture equipped with security by the principal is gradually repayable and debenture
is held by representatives, numbering 1,650,000 units at Baht 1,000 per unit in aggregate value of Baht 1,650.00 million with the details as follows:-

Fair Value of
Outstanding
Aggregate Value Interest Rate Debentures
Debenture No.  (Thousand Baht) (% p.a.) Period Term Maturity date  (Thousand Baht)
1/2003 1,650,000%  Fixed Interest Rate at 2.85% p.a. 5 years June 3, 2008 723,871
(Payable every 3 months)
Less Repayment of Principal  (907,500)
Less Current Portion of
Debentures (495,000)
Net 247,500
* The principal is repayable every 3 months, the 1st installment of principal commenced on September 3, 2004.
The movements in the debentures for the years ended on December 31, 2006 and 2005
(Unit : Baht)

Consolidated / The Company Only
For the years ended December 31,

2006 2005
Beginning Balance 1,237,500,000.00 2,077,500,000.00
Increase in the Period - -
Repayment in the Period (495,000,000.00) (840,000,000.00)
Ending Balance 742,500,000.00 1,237,500,000.00

The above debentures are guaranteed by land, buildings and construction, machineries and office equipment of the subsidiary company for the
mortgaged amount of Baht 1,650 million. In addition, some procedure and restriction are imposed relevant to maintaining ratio of aggregate amount

of liabilities over aggregate amount of shareholders not exceeding 2.5 to 1. Furthermore, maintaining fair value of collateral at a minimum rate of 125

percent of outstanding debentures amount is required.

15. Advance Share Subscriptions

As at December 31, 2006, warrant holders had exercised their right to purchase a total of 322,935,455 units as approved in the shareholdings
meeting No.1/2002 held on September 17, 2002. As of December 31, 2006, the Company registered the change in paid-up capital with the Ministry
of Commerce from the first to fifteenth batches of warrants exercised, totaling Baht 322.82 million to the aggregated issued and paid-up share capital

in the value of Baht 1,302.82 million, the sixteenth batch of warrants to be exercised that remained at the amount of Baht 0.11 million was shown as

advance share subscriptions in the shareholders equity and the balance of unexercised warrants remains at 3,723,034 units.

16. Dividend Paid

16.17 In accordance with the minutes of the Company’s board of directors’ meeting No. 1/2006, held on February 27, 2006, and in

accordance with the minutes of the annual general shareholders’ meeting 2006, held on April 25, 20086, its was resolved to pay the
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dividend for operating result of the year 2005 for a total of Baht 325.64 million, at 0.25 Baht per share, which was paid on May 24,
2006.

16.2  In accordance with the minutes of the Company’s board of directors” meeting No. 1/2005, held on February 28, 2005 and the minutes
of the annual general shareholders’ meeting 2005, held on April 19, 2005, it was resolved to pay dividends of the operating result for
the accounting period of 2004 for a total of Baht 650.67 million, of which interim dividends at 0.20 Baht per share, totalling Baht 260.17
million, had already been paid on September 10, 2004, thus the remaining dividend balance at 0.30 Baht per share, totalling Baht

390.50 million, which was paid on May 17, 2005.

17. Directors’ Remuneration

The directors’ remuneration paid to directors of the parent company was under section 90 of Public Company Act which did not include

salaries and related benefits paid to executive directors.

18. Corporate Income Tax

The Company and its subsidiary companies computed their corporate income tax for the year at the rate of 15-30% of profit before tax derived

from non-tax-exempted activities, after adding back expenses which are disallowable for tax computation purposes.

19. Basic Earnings per Share and Diluted Earnings per Share

For the Years ended on December 31, 2006 and 2005
Net Profit Weighted Average Number Earnings
of Ordinary Shares per Share
(Thousand Baht) (Thousand Shares) (Baht)
2006 2005 2006 2005 2006 2005

Basic Earnings per Share
Net Profit 712,827 760,401 1,302,692 1,301,800 0.55 0.58
Effect of Diluted Ordinary Share Equivalents - - 621 866 - -
Diluted Earnings per Share

Earnings per Share with assumption that they

are converted to ordinary shares. 712,827 760,401 1,303,313 1,302,666 0.55 0.58
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20. Disclosure of Sectoral Business Operations

(Unit : Million Baht)

Consolidated
For the years ended on December 31, 2006 and 2005

Production and Sales  Glue Production Other Eliminated Total
MDF Board and and Sales Sectors Transactions
Particle Board
2006 2005 2006 2005 2006 2005 2006 2005 2006 2005

Net Sales - Domestic 2,720.14  2,611.38 137509 1,298.70 61.09 50.42 (1,538.41) (1,409.65) 2,617.91 2,550.85
- International ~ 3,999.06  3,436.79 - - - - - - 3,999.06 3,436.79
Total 6,719.20  6,048.17 1,375.09  1,298.70 61.09 50.42 (1,538.41) (1,409.65) 6,616.97 5,987.64
Profit from Operation 848.90 899.55 188.17 209.12 5.89 6.23 (25.14) (40.83) 1,017.82  1,074.07
Interest Expenses (168.54)  (143.04)
Corporate Income Tax (146.45)  (170.63)
Net Profit 712.83 760.40

As at December 31, 2006 and 2005

Property, Plant and

Equipment-Net 8,146.83  6,971.52 847.60 841.28 9.22 4.35 (3.81) (4.11)  8,999.84 7,813.04
Central Assets 2,443.60 2,021.76

Total Assets 11,443.44  9,834.80

21. Obligations and Contingent Liabilities
Apart from liabilities reflected in the balance sheets as at December 31, 2006 and 2005, the Company and its subsidiary companies hold other
obligations as follows:-
21.17 Bank commitment with respect to the banks’ issuance of letters of guarantee as follows:

(Unit : Million Baht)

Consolidated The Company Only

As at December 31 As at December 31
2006 2005 2006 2005
Import Letters of Credit (Unutilized) 158.12 991.10 4.15 4.65
Letters of Guarantee 59.44 46.75 0.04 0.10

21.2 As at December 31, 2006, the Company and its subsidiary companies obtained a working credit and credit for use in foreign exchange

transaction from a commercial bank with a limit of Baht 180 million without company guarantee.

21.3 As at December 31, 2005, a subsidiary company has obligations relating to agreement to purchase machines from foreign company in

amount of Euro 6.08 million.

21.4 As at December 31, 2006 and 2005, a subsidiary company has remaining obligation of construction contracts with several contractors

at Baht 3.38 million and Baht 30.69 million respectively.

21.5 As at December 31, 2006, a subsidiary company entered into a gas purchase-sale agreement with a gas production company for a
period of 10 years commencing from the date of the first gas purchase (January 9, 2006). The subsidiary company has to comply with
the conditions stipulated in the agreement at the daily average volume equals to 100 million BTU, gas price, the delivery terms and

conditions, and the installation and maintenance of the sub gas- piping system.
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22. Financial Instruments
Policy to manage financial risk

The Company and its subsidiary companies are exposed to risks from fluctuation in market interest rate and in currency exchange
rate and from nonperformance of contractual obligations by counter parties. The Company and its subsidiary companies use derivative
instruments, as and when it considers appropriate to manager risks. However, the Company and its subsidiary companies do not have any

policy to hold or issue any financial instruments for speculation or for trading.
Interest rate risk

The interest rate risk is the risk that future fluctuation of market interest rates which will affect the results of operations of the
Company and its subsidiary companies and their cash flows. The Company and its subsidiary companies’ exposure to interest rate risk related
primarily to deposits at banks and loans since such financial assets and liabilities mainly carried interest rates fluctuated in line with market

rates. The Company and its subsidiary companies did not conduct any contract to hedge against risk.
Risks on Exchange Rates

Regarding risk on exchange rates of the Company and its subsidiary companies, it mainly involves with sales of goods and purchase
of machines in foreign currencies. As at December 31, 2006 and 2005, the Company and its subsidiary companies obtained assets and

liabilities in foreign currencies over which the contract to hedge against risk of exchange rates has not been conducted as follows:

Consolidated

Currencies Assets Liabilities
As at December 31, As at December 31,
2006 2005 2006 2005
US Dollars 6,803,160.36 3,674,810.82 2,785,733.33 2,673,451.44
Euro - - 2,569,393.96 47,779.06
Swiss France - - 6,830.29 -
The Company Only
Currencies Assets Liabilities
As at December 31, As at December 31,
2006 2005 2006 2005
US Dollars 1,978,028.36 697,350.35 1,132,508.63 893,348.51
Euro - - 170,000.00 -

Risk on Credit Provision

The Company and its subsidiary companies obtains risk on credit provision concerning trade accounts receivable. However, since the
Company and its subsidiary companies mainly conduct overseas sales. For the year ended on December 31, 2006 and 2005 it constituted 60.44% and
57.40% of total sales respectively which are sales by Letter of Credit (L/C). In other words, the clients make settlement for goods in advance.
Moreover, local sales which constituted 39.56% and 42.60% of total sales respectively are mainly sales to related companies and other companies
which are highly secured in finance and contain good credit in term of repayment capability. It is noted that the Company and its subsidiary companies
has a long time relationship with these clients, and allowance for doubtful accounts has been appropriately made thus, it believes that the risk which

the debtors will not repay is minimal.
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Fair Value

Due to the fact that financial assets are mainly trade accounts receivable which credits are granted in short term. In addition, inter-loans are
payable on demand. Moreover, financial liabilities are mainly trade accounts payable and long-term loans bearing interest rates which are closed to
market rates. Consequently, such financial assets and liabilities have already reflected their fair values. The fair values of the debentures are reflected

in the notes to the financial statements no. 14.

23. Approval of Financial Statements

These financial statements have been approved for issuance by the Company’s authorized directors on February 22, 2007.
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Remuneration to Auditors
(a) Company and affiliated company has a clear remuneration to auditor total 2,044,768 Baht.
(b) Other services

- As condition to verity of promote card total amoung 120,000 Baht.
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