(UNAUDITED BUT REVIEWED)

SUPALAI PUBLIC COMPANY LIMITED AND ITS SUBSIDIARIES

NOTES TO INTERIM FINANCIAL STATEMENTS

1.
GENERAL INFORMATION


1.1
Basis for the preparation of interim financial statements



These interim financial statements are prepared in accordance with Accounting Standards Pronouncement No. 41 “Interim financial statements”, with the Company choosing to present condensed interim financial statements. However, additional line items are presented in the balance sheets, and the statements of earnings, changes in shareholders’ equity, and cash flows as in the annual financial statements.



The interim financial statements are intended to provide information additional to that included in the latest annual financial statements. Accordingly, they focus on new activities, events and circumstances so as not to duplicate information previously reported. These interim financial statements should therefore be read in conjunction with the latest annual financial statements.

1.2 Basis of consolidation



These consolidated interim financial statements include the financial statements of Supalai Public Company Limited and its subsidiaries and are prepared applying the same basis as the consolidated financial statements for the year ended 31 December 2004. These has been no change in the composition of the Group during the current period.

1.3 Significant accounting policies

The interim financial statements are prepared using the same accounting policies and methods of computation as were used for the financial statements for the year ended 31 December 2004.

2.
TRADE ACCOUNTS RECEIVABLE

Trade accounts receivable balances as at 31 March 2005 and 31 December 2004 comprise :

	
	
	
	(Unit : Thousand Baht)

	
	Consolidated
	The Company Only

	
	31 March 2005
	31 December 2004
	31 March 2005
	31 December 2004

	Total value of contracts signed
	20,044,561
	18,948,448
	18,830,230
	17,747,824

	Percentage of total project sale value
	68.18
	
64.60
	
67.65
	
63.92

	Installments due
	17,018,207
	16,515,865
	15,917,471
	15,448,325

	Less : Cash received
	(16,999,833)
	(16,498,138)
	(15,899,713)
	(15,431,239)

	Installments receivable
	18,374
	17,727
	17,758
	17,086

	Less : Allowance for doubtful accounts
	(5,623)
	(5,755)
	(5,623)
	(5,755)

	Trade accounts receivable - real estate, net
	12,751
	11,972
	12,135
	11,331

	Trade accounts receivable - hotel
	1,981
	2,365
	-
	-

	Less : Allowance for doubtful accounts
	(170)
	(170)
	-
	-

	Trade accounts receivable - hotel, net
	1,811
	2,195
	-
	-

	Total trade accounts receivable, net
	14,562
	14,167
	12,135
	11,331



As at 31 March 2005 and 31 December 2004, “Unbilled completed work” and “Unearned income” comprise the following :

	
	
	
	(Unit : Thousand Baht)

	
	Consolidated
	The Company Only

	
	31 March 2005
	31 December 2004
	31 March 2005
	31 December 2004

	Accumulated amount recognised as revenue on percentage of completion basis
	16,717,163
	16,283,249
	15,631,395
	15,232,532

	Less : Installments due
	(17,018,207)
	(16,515,865)
	(15,917,471)
	(15,448,325)

	
	(301,044)
	(232,616)
	(286,076)
	(215,793)

	The balance comprises :
	
	
	
	

	Unbilled completed work
	8,422
	11,638
	6,150
	8,875

	Unearned income
	(309,466)
	(244,254)
	(292,226)
	(224,668)

	Total
	(301,044)
	(232,616)
	(286,076)
	(215,793)



Unearned income is presented in the caption “Deposits and advances received from customers” in the balance sheets.

As at 31 March 2005 and 31 December 2004, trade accounts receivable were classified by aging as follows :

	 (Unit : Thousand Baht)

	
	Consolidated
	The Company Only

	
	31 March 2005
	31 December 2004
	31 March 2005
	31 December 2004

	Less than 3 months
	11,738
	11,268
	9,567
	8,410

	More than 3 - 6 months
	589
	889
	334
	819

	More than 6 - 12 months
	952
	954
	952
	952

	More than 12 months
	7,076
	6,981
	6,905
	6,905

	Total
	20,355
	20,092
	17,758
	17,086

	Less : Provision for doubtful accounts
	(5,793)
	(5,925)
	(5,623)
	(5,755)

	Trade accounts receivable, net
	14,562
	14,167
	12,135
	11,331


The Company and its subsidiaries believe that the allowance for doubtful accounts as set aside in the accounts is adequate at this time.
3.
COSTS OF PROPERTY DEVELOPMENT PROJECTS FOR SALES

As at 31 March 2005 and 31 December 2004, costs of property development projects for sales comprise the following :-

	
	
	
	(Unit : Thousand Baht)

	
	Consolidated
	The Company Only

	
	31 March 2005
	31 December 2004
	31 March 2005
	31 December 2004

	Land costs and development costs
	2,053,484
	1,938,717
	1,743,033
	1,625,138

	Houses and commercial buildings in progress
	1,140,936
	1,016,946
	1,049,019
	928,320

	Condominiums and related land costs
	1,487,727
	1,240,635
	1,451,094
	1,204,914

	Total
	4,682,147
	4,196,298
	4,243,146
	3,758,372

	Less : Provision for loss on diminution in project value
	(136,745)
	(136,745)
	(48,343)
	(48,343)

	Costs of property development projects for sales, net
	4,545,402
	4,059,553
	4,194,803
	3,710,029

	
	
	
	
	

	Cost of project value
	16,522,728
	15,798,289
	15,284,436
	14,579,895

	Less :
Accumulated amount transferred to cost of sales
	(9,754,351)
	(9,515,761)
	(9,140,285)
	(8,920,518)

	
Transferred to property, plant and equipment for rent
	(246,831)
	(246,831)
	(234,803)
	(234,803)

	
Transferred to property, plant and equipment
	(242,459)
	(242,459)
	(69,262)
	(69,262)

	
Transferred to land held for development
	(213,078)
	(213,078)
	(213,078)
	(213,078)

	
Transferred to settle debts per restructuring 
	
	
	
	

	agreements
	(1,383,862)
	(1,383,862)
	(1,383,862)
	(1,383,862)

	
	4,682,147
	4,196,298
	4,243,146
	3,758,372

	Less : Provision for loss on diminution in project value 
	(136,745)
	(136,745)
	(48,343)
	(48,343)

	Costs of property development projects for sales, net
	4,545,402
	4,059,553
	4,194,803
	3,710,029



During the current period, the Company capitalized interest expenses of approximately Baht 5.9 million as part of costs of property development projects for sales.


The Company and its subsidiaries have mortgaged project land and construction thereon with net book values as at 31 March 2005 amounting to approximately Baht 3,553.9 million, or Baht 3,318.2 million per the financial statements of the Company only, (31 December 2004 : Baht 3,321.1 million and Baht 3,093.8 million, respectively) with banks and financial institutions as collateral for bank overdrafts,  long-term loans, secured debentures and bank guarantees and to aval the Company’s promissory notes.

4.
RESTRICTED BANK DEPOSITS


As at 31 March 2005, fixed deposits with local commercial banks of a subsidiary amounting to Baht 15.8 million (31 December 2004 : consolidated Baht 2.9 million and the Company only Baht 2.9 million) were pledged to secure against bank guarantees issued by these banks.

5.
RELATED PARTY TRANSACTIONS



During the periods, the Company and its subsidiaries had significant business transactions with their subsidiaries (eliminated from the consolidated financial statements) and related companies (related by the way of shareholding and/or common shareholders and/or common directors). Such transactions, which have been concluded on the term and the basis agreed between the Company, subsidiaries and those related companies, are summarised below :-
	(Unit : Million Baht)

	
	For the three-month periods ended 31 March
	

	
	Consolidated 
	The Company Only
	

	
	2005
	2004
	2005
	2004
	Pricing policy

	Transactions with subsidiaries
	
	
	
	
	

	  (eliminated from the consolidated financial statements)

	Rental income
	-
	-
	0.6
	0.6
	Contract price

	Service income
	-
	-
	-
	7.0
	Contract price

	Interest income
	-
	-
	1.4
	0.1
	Average MLR of 4 banks

	Transactions with related companies
	
	
	
	
	

	Purchase of construction material 
	1.3
	2.1
	1.3
	2.1
	Closed to purchasing price from third parties 


The outstanding balances of the above transactions have been separately shown in the balance sheets, as follows :-

	(Unit : Thousand Baht)

	
	Consolidated
	The Company Only

	
	31 March 2005
	31 December 2004
	31 March 2005
	31 December 2004

	Amounts due from related parties
	
	
	
	

	Subsidiaries
	
	
	
	

	Haadyai Nakarin Company Limited
	-
	-
	-
	4,280

	Supalai Property Management Company Limited
	-
	-
	-
	10

	
	-
	-
	-
	4,290

	Related company
	
	
	
	

	Phuket Estate Company Limited
	2,354
	2,354
	2,354
	2,354

	
	2,354
	2,354
	2,354
	2,354

	Total amounts due from related parties
	2,354
	2,354
	2,354
	6,644

	
	
	
	
	

	Long-term loans to related parties
	
	
	
	

	Subsidiary
	
	
	
	

	Loan to :
	
	
	 
	

	Supalai Northeast Company Limited
	-
	-
	100,324
	82,821

	Total loan to
	-
	-
	100,324
	82,821

	Interest receivable :
	
	
	
	

	Supalai Northeast Company Limited
	-
	-
	13,217
	11,807

	Total interest receivable 
	-
	-
	13,217
	11,807

	
	-
	-
	113,541
	94,628

	Less : Allowance for doubtful accounts (Note 6)
	-
	-
	(113,541)
	(94,628)

	Net
	-
	-
	-
	-

	
	
	
	
	

	Related company
	
	
	
	

	Loan to :
	
	
	
	

	M. K. Estate Company Limited
	2,363
	2,363
	-
	-

	Total loan to
	2,363
	2,363
	-
	-

	Interest receivable :
	
	
	
	

	M. K. Estate Company Limited
	431
	398
	-
	-

	Total interest receivable 
	431
	398
	-
	-

	
	2,794
	2,761
	-
	-

	Total long-term loans to related parties, net
	2,794
	2,761
	-
	-


Long-term loans to related parties carry interest at a rate equal to the average MLR of 4 banks.
	(Unit : Thousand Baht)

	
	Consolidated
	The Company Only

	
	31 March 2005
	31 December 2004
	31 March 2005
	31 December 2004

	Advances to director
	
	
	
	

	Director of Supalai Northeast Company Limited
	1,916
	1,916
	-
	-

	
	1,916
	1,916
	-
	-

	Advance share subscriptions
	
	
	
	

	Subsidiary
	
	
	
	

	Supalai Northeast Company Limited
	-
	-
	3,800
	3,800

	
	-
	-
	3,800
	3,800

	Related companies
	
	
	
	

	Southern Hill Company Limited
	1,250
	1,250
	-
	-

	Phuket Estate Company Limited
	3,559
	1,677
	-
	-

	
	4,809
	2,927
	-
	-

	Total advance share subscriptions
	4,809
	2,927
	3,800
	3,800

	
	
	
	
	

	Trade accounts payable - related parties
	
	
	
	

	Related parties
	
	
	
	

	Amarin Engineering Limited Partnership
	1,502
	1,502
	-
	-

	Durafloor Company Limited
	35
	932
	35
	932

	Total trade accounts payable - related parties
	1,537
	2,434
	35
	932

	
	
	
	
	

	Amount due to related party
	
	
	
	

	Related company
	
	
	
	

	Phuket Estate Company Limited
	-
	419
	-
	-

	
	-
	419
	-
	-

	
	
	
	
	

	Long-term loans from directors
	
	
	
	

	Directors of subsidiaries
	
	
	
	

	Loans from :
	
	
	
	

	Haadyai Nakarin Company Limited
	9,222
	14,254
	-
	-

	Supalai Northeast Company Limited
	6,820
	20
	-
	-

	Total loans from 
	16,042
	14,274
	-
	-

	Accrued interest expenses :
	
	
	
	

	Supalai Northeast Company Limited
	11
	-
	-
	-

	Total accrued interest expenses
	11
	-
	-
	-

	Total long-term loans from directors
	16,053
	14,274
	-
	-


Long-term loans from directors of Supalai Northeast Company Limited carries interest at the minimum loan rate plus 1 percent (MLR+1%) per annum. No interest is charged on the long-term loans from directors of Haadyai Nakarin Company Limited.
	(Unit : Thousand Baht)

	
	Consolidated
	The Company Only

	
	31 March 2005
	31 December 2004
	31 March 2005
	31 December 2004

	Long-term loans from related party
	
	
	
	

	Related party
	
	
	
	

	Amarin Engineering Limited Partnership
	48
	48
	-
	-

	
	48
	48
	-
	-



No interest is charged on the long-term loans from related party.


During the period, movements of long-term loans to related parties, advances to director, long-term loans from directors, and long-term loans from related party were as follows :-

	
	(Unit : Thousand Baht)

	
	Consolidated

	
	Balance as at
	During the period
	Balance as at

	
	1 January 2005
	Increase
	Decrease
	31 March 2005

	Long-term loans to related parties
	
	
	
	

	Related company
	
	
	
	

	Loan to :
	
	
	
	

	M. K. Estate Company Limited
	2,363
	-
	-
	2,363

	Total loan to 
	2,363
	-
	-
	2,363

	Interest receivable :
	
	
	
	

	M. K. Estate Company Limited
	398
	33
	-
	431

	Total interest receivable
	398
	33
	-
	431

	
	2,761
	33
	-
	2,794

	
	
	
	
	

	Advances to director
	
	
	
	

	Director of Supalai Northeast Company Limited
	1,916
	-
	-
	1,916

	
	1,916
	-
	-
	1,916

	
	
	
	
	

	Long-term loans from directors
	
	
	
	

	Directors of subsidiaries 
	
	
	
	

	Loan from :
	
	
	
	

	Haadyai Nakarin Company Limited
	14,254
	-
	(5,032)
	9,222

	Supalai Northeast Company Limited
	20
	6,800
	-
	6,820

	Total loan from
	14,274
	6,800
	(5,032)
	16,042


	
	(Unit : Thousand Baht)

	
	Consolidated

	
	Balance as at
	During the period
	Balance as at

	
	1 January 2005
	Increase
	Decrease
	31 March 2005

	Accrued interest expenses :
	
	
	
	

	Supalai Northeast Company Limited
	-
	11
	-
	11

	Total accrued interest expenses
	-
	11
	-
	11

	
	14,274
	6,811
	(5,032)
	16,053

	Long-term loans from related party 
	
	
	
	

	Related party
	
	
	
	

	Amarin Engineering Limited Partnership
	48
	-
	-
	48

	
	48
	-
	-
	48


	
	(Unit : Thousand Baht)

	
	The Company Only

	
	Balance as at
	During the period
	Balance as at

	
	1 January 2005
	Increase
	Decrease
	31 March 2005

	Long-term loans to related parties
	
	
	
	

	Subsidiary
	
	
	
	

	Loan to :
	
	
	
	

	Supalai Northeast Company Limited
	82,821
	17,503
	-
	100,324

	Total loan to
	82,821
	17,503
	-
	100,324

	Interest receivable :
	
	
	
	

	Supalai Northeast Company Limited
	11,807
	1,410
	-
	13,217

	Total interest receivable
	11,807
	1,410
	-
	13,217

	
	94,628
	18,913
	-
	113,541



The Company has guaranteed the loan facilities of Supalai Northeast Company Limited from a bank totaling Baht 190 million.

6.
INVESTMENTS IN SUBSIDIARIES ACCOUNTED FOR UNDER EQUITY METHOD / PROVISION FOR LOSS ON INVESTMENT IN SUBSIDIARY

	(Unit : Thousand Baht)

	
	The Company Only

	
	As at 31 March 2005

	
	
	Percentage of
	
	Provision for loss
	

	
	
	shares held by
	Investment
	on investment
	

	Company’s name
	Paid-up capital
	the Company
	Cost method
	Equity method
	in subsidiary
	Dividend

	
	Million Baht
	Percent
	
	
	
	

	Supalai Property Management Company Limited
	20
	99.89
	19,978
	32,029
	-
	-

	Haadyai Nakarin Company Limited
	191.5
	49.89
	105,370
	144,659
	-
	-

	Supalai Northeast Company Limited
	4.4
	49.86
	2,181
	-
	126,047
	-

	Total
	
	
	127,529
	176,688
	126,047
	-

	Presented as - Allowance for doubtful accounts on
	
	
	
	
	
	

	              long-term loans to subsidiary (Note 5)
	
	
	
	
	(94,782)
	

	
	
	
	
	
	31,265
	


	(Unit : Thousand Baht)

	
	The Company Only

	
	As at 31 December 2004

	
	
	Percentage of
	
	Provision for loss
	

	
	
	shares held by
	Investment
	on investment
	

	Company’s name
	Paid-up capital
	the Company
	Cost method
	Equity method
	in subsidiary
	Dividend

	
	Million Baht
	Percent
	
	
	
	

	Supalai Property Management Company Limited
	20
	99.89
	19,978
	29,297
	-
	-

	Haadyai Nakarin Company Limited
	191.5
	49.89
	105,370
	137,695
	-
	4,777

	Supalai Northeast Company Limited
	17.5
	49.86
	8,725
	-
	122,556
	-

	Total
	
	
	134,073
	166,992
	122,556
	4,777

	Presented as - Allowance for doubtful accounts on
	
	
	
	
	
	

	              long-term loans to subsidiary (Note 5)
	
	
	
	
	(75,869)
	

	
	
	
	
	
	46,687
	


As at 31 March 2005 and 31 December 2004, the accumulated share of loss from investment in a subsidiary exceeded the total cost of that investment. The Company recorded the excess as “Provision for loss on investment in subsidiary” in the balance sheets.

On 3 November 2004, an extraordinary general meeting of the shareholders of Supalai Northeast Company Limited approved the reduction of that company’s registered share capital from Baht 17,500,000 (875,000 shares with a par value of Baht 20) to Baht 4,375,000 (875,000 shares with a par value of Baht 5) by reducing the par value of the shares from Baht 20 to Baht 5. The subsidiary registered the reduction of share capital with the Ministry of Commerce on 9 March 2005. The Company had to proportionally reduce the value of its investment under the cost method, from Baht 8,725,000 to Baht 2,181,250, maintaining its previous 49.86 percent shareholding.
7.  INVESTMENTS IN RELATED COMPANIES

	
	Consolidated

	
	
	
	Percentage of shares held by 
	
	

	Company’s name
	Nature of business
	Paid-up capital
	a subsidiary
	Investments 

	
	
	
	31 March 2005
	31 December 2004
	31 March 2005
	31 December 2004

	
	
	
	Percent
	Percent
	Thousand Baht
	Thousand Baht

	Inter United Investment Inc.
	Investment
	USD 8,000,000 
	-
	22.00
	-
	4

	Mancon Investment Group Company Limited
	Investment
	HKD 2,000,000 
	22.00
	22.00
	44
	44

	Phuket Estate Company Limited
	Property development
	Baht 49,011,000 
	17.11
	17.11
	8,385
	8,385

	Total
	
	
	
	
	8,429
	8,433

	Less : Allowance for impairment of investments
	
	
	
	
	(1,000)
	(1,004)

	Investments in related companies, net
	
	
	
	
	7,429
	7,429


8.
OTHER LONG-TERM INVESTMENTS

	(Unit : Thousand Baht)

	
	Consolidated
	The Company Only

	
	Percentage owned
	31 March
	31 December
	Percentage owned
	31 March
	31 December

	
	by the Company
	2005
	2004
	by the Company
	2005
	2004

	
	Percent
	
	
	Percent
	
	

	Investments in available for sale securities - 
	
	
	
	
	
	

	   Unit trusts
	
	
	
	
	
	

	Unit trusts in mutual funds
	
	12,215
	4,010
	
	4,010
	4,010

	Less : Unrealised loss on changes in value
	
	
	
	
	
	

	          of investments
	
	(1,190)
	(1,324)
	
	(1,217)
	(1,324)

	Fair value
	
	11,025
	2,686
	
	2,793
	2,686

	Investment in other company
	
	
	
	
	
	

	Samakki Cement Company Limited
	0.67
	2,000
	2,000
	0.67
	2,000
	2,000

	Less : Allowance for devaluation of investment
	
	(1,196)
	(1,196)
	
	(1,196)
	(1,196)

	Investment in other company, net
	
	804
	804
	
	804
	804

	Other long-term investments, net
	
	11,829
	3,490
	
	3,597
	3,490


9.
PROJECTS UNDER CONSTRUCTION

As at 31 March 2005 and 31 December 2004, projects under construction comprise the following :-

	

	
	
	(Unit : Thousand Baht)

	
	Consolidated
	The Company Only

	
	31 March 2005
	31 December 2004
	31 March 2005
	31 December 2004

	Supalai Grand Tower
	
	
	
	

	Land
	145,316
	145,316
	145,316
	145,316

	Building under construction
	487,439
	440,912
	487,439
	440,912

	Other projects 
	
	
	
	

	Furniture under installation
	2,784
	2,784
	2,784
	2,784

	Construction in progress - others
	5,831
	4,227
	5,831
	4,227

	Total
	641,370
	593,239
	641,370
	593,239



The Company has mortgaged the land and construction thereon in the Supalai Grand Tower project with a bank as collateral for the secured debentures, as discussed in Note 15.

10.
LAND HELD FOR DEVELOPMENT


The Company has mortgaged land held for development with a net book value of approximately Baht 194.4 million as at 31 March 2005 (31 December 2004 : Baht 194.4 million) with banks and financial institutions as collateral for bank overdrafts and secured debentures.

11. 
PROPERTY, PLANT AND EQUIPMENT


A subsidiary has mortgaged land and a building with book values of Baht 33.7 million as at 31 March 2005 with banks as security for bank overdrafts and loans from banks. 
12.
BANK OVERDRAFTS AND SHORT-TERM LOANS FROM FINANCIAL INSTITUTIONS

The Company and its subsidiary have mortgaged parts of their project land with banks to secure the bank overdrafts.
13.
OTHER SHORT-TERM LOANS


The outstanding balances represent bills of exchange, which carry interest at rates between 4.0 and 4.2 percent per annum, and mature within 1 year.

14.
LONG-TERM LOANS FROM FINANCIAL INSTITUTIONS
	



	
	
	(Unit : Thousand Baht)

	
	Consolidated
	The Company Only

	
	31 March 2005
	31 December 2004
	31 March 2005
	31 December 2004

	Loans from banks
	835,841
	795,328
	595,899
	549,924

	Loans from financial institutions
	145,955
	115,923
	145,955
	115,924

	Total
	981,796
	911,251
	741,854
	665,848

	Less: Current portion of long-term loans
	(224,898)
	(291,430)
	(194,237)
	(289,230)

	Long-term loans, net of current portion
	756,898
	619,821
	547,617
	376,618



Long-term loans from financial institutions of the Company and its subsidiaries consist of loans granted by local commercial banks and financial institutions as follows :-

(a) The Company entered into an agreement to obtain a long-term loan of Baht 168 million subject to interest at a rate of 4.5 percent per annum which is secured by the mortgage of parts of the Company’s project land and construction thereon. The principal is to be repaid within December 2005. As at 31 March 2005, the outstanding balance of the loan was Baht 155.6 million          (31 December 2004 : Baht 168 million).
(b) The Company entered into a long-term loan agreement under which it was granted a loan facility of Baht 178.2 million subject to interest at a rate of 4.5 percent per annum for the first year and the minimum loan rate minus 1 percent (MLR-1%) per annum for the second year. The loan is to be repaid within August 2006 and is secured by the mortgage of parts of the Company’s project land and construction thereon. As at 31 March 2005 and 31 December 2004, the Company had drawn down all of such facility. 
(c) The Company entered into a long-term loan agreement under which it was granted a loan facility of Baht 408.4 million subject to interest at the minimum loan rate minus 0.5 percent (MLR-0.5%) per annum for the first year and the minimum loan rate minus 1 percent (MLR-1%) per annum for the second and the third years and secured by the mortgage of parts of the Company’s project land and construction thereon. Repayment is to be made each time a plot of land is redeemed from mortgage, at 70 percent of the selling price, or an amount not less than that stipulated by the bank. Any remaining balance is to be repaid within December 2006. As at 31 March 2005, the Company had drawn down Baht 107.5 million of such facility (31 December 2004 : Baht 107.5 million).
(d) The Company entered into a long-term loan agreement under which it was granted a loan facility of Baht 198 million subject to interest at a rate 3.75 percent per annum for the first year and at the minimum loan rate minus 1.25 percent (MLR-1.25%) per annum for the second and the third years. The loan is secured by the mortgage of parts of the Company’s project land and construction thereon and repayment is to be made each time a plot of land is redeemed from mortgage, at 70 percent of the selling price, or an amount not less than that stipulated by the bank. Any remaining balance is to be repaid within November 2007. As at 31 March 2005, the outstanding balance of the loan was Baht 74.6 million (31 December 2004 : Baht 140.5 million).
(e) The Company entered into a long-term loan agreement with a financial institution under which it was granted a loan facility of Baht 335 million subject to interest at the minimum loan rate minus 0.5 percent (MLR-0.5%) per annum for the period as from November 2004 until the later of either 30 April 2005 or the date on which the Company has sold 70 or more plots of land and houses, and at the minimum loan rate minus 1 percent (MLR-1%) per annum remainder of the period. The loan is secured by the mortgage of parts of the Company’s project land and construction thereon. Repayment is to be made each time a plot of land is redeemed from mortgage, at 80 percent of the selling price, or an amount not less than that stipulated by the financial institution. Any remaining balance is to be repaid within October 2006. As at 31 March 2005, the Company had drawn down Baht 115.9 million of such facility (31 December 2004 : Baht 115.9 million).
(f) The Company entered into a long-term loan agreement under which it was granted a loan facility of Baht 95 million subject to interest at the minimum loan rate minus 0.5 percent (MLR-0.5%) per annum. The loan is secured by the directors of the Company and the mortgage of parts of the Company’s project land and construction thereon and repayment is to be made each time a plot of land is redeemed from mortgage, at 70 percent of the selling price, or an amount not less than that stipulated by the bank. Any remaining balance is to be repaid within June 2006. As at 31 March 2005, the Company had drawn down Baht 30 million of such facility.

(g) The Company entered into a long-term loan agreement under which it was granted a loan facility of Baht 250 million subject to interest at the minimum loan rate minus 1.25 percent (MLR-1.25%) per annum. The loan is secured by the mortgage of parts of the Company’s project land and construction thereon and repayment is to be made each time a plot of land is redeemed from mortgage, at 70 percent of the selling price, or an amount not less than that stipulated by the bank. Any remaining balance is to be repaid within March 2008. As at 31 March 2005, the Company had drawn down Baht 80 million of such facility.

(h) A subsidiary entered into a long-term loan agreement granting a loan facility of Baht 48 million subject to interest at the minimum loan rate minus 1 percent (MLR-1%) per annum and secured by the mortgage of parts of the subsidiary’s project land.  Repayment is to be made each time a plot of land is redeemed from mortgage, at 60 percent of the selling price, or an amount not less than that stipulated by the bank. Any remaining balance is to be repaid within March 2006. As at           31 March 2005, the outstanding balance of the loan was Baht 18.2 million (31 December 2004 : Baht 23.6 million).
(i) A subsidiary entered into a long-term loan agreement granting a loan facility of Baht 35 million subject to interest at the minimum loan rate (MLR) per annum and secured by the mortgage of parts of the subsidiary’s project land.  Repayment is to be made each time a plot of land is redeemed from mortgage, at 60 percent of the selling price. Any remaining balance is to be repaid within October 2006. As at 31 March 2005, the subsidiary had drawn down Baht 12.4 million of such facility (31 December 2004 : Baht 12.4 million).
(j) On 24 September 2003, a subsidiary entered into the compromise agreement with a local commercial bank for a loan amounting to Baht 209.5 million.  The loan is subject to interest at a rate of 2 percent per annum for the first year, 4 percent per annum for the second year and the minimum loan rate (MLR) per annum for the third to the seventh years, and is to be repaid between September 2005 and August 2010. The loan is secured by guarantees by the Company, the directors of the Company and the subsidiary and the mortgage of the subsidiary’s land, including most present and future structures thereon.


The loan agreements contain covenants and restrictions on the Company and its subsidiaries imposed by the lenders, related to such matters as dividend payment, reduction of share capital, merger or consolidation with any other corporations, and the maintenance of a certain debt to equity ratio.

15.
SECURED DEBENTURES

	

	
	
	(Unit : Thousand Baht)

	
	Consolidated
	The Company Only

	
	31 March 2005
	31 December 2004
	31 March 2005
	31 December 2004

	Secured debentures
	412,500
	550,000
	412,500
	550,000

	Less : Current portion of secured debentures
	(137,500)
	(137,500)
	(137,500)
	(137,500)

	Secured debentures, net of current portion
	275,000
	412,500
	275,000
	412,500


On 7 January 2004, the Company issued Baht 550 million of 3 year secured, amortising debentures  (550,000 units with a face value of Baht 1,000 each) to redeem its unsecured debentures prior to maturity (as discussed in Note 16). The principal of the secured debentures is scheduled for repayment in          3 installments, with 2 installments of Baht 137.5 million each to be paid in January 2005 and 2006, and the final installment of Baht 275 million to be paid in January 2007. The debentures bear interest at a fixed rate of 4.5 percent per annum, payable every 6 months throughout the life of the debentures.


The Company has mortgaged project land and construction thereon and condominium units as collateral for these debentures.

16.
CREDITORS UNDER DEBT RESTRUCTURING AGREEMENTS

The Company entered into debt restructuring agreements with various banks and financial institutions during the years 2000 and 2002. Under the debt restructuring agreements, the creditors agreed to waive parts of principal and interest and the Company has transferred assets in settlement of debt, converted debt to convertible debentures and converted debt to unsecured debentures. 

The outstanding balances represent unsecured debentures bearing interest at a rate of 2.5 percent per annum, with such interest inherent in the redemption price, and maturing in the year 2007.

During the first quarter of the year 2004, the Company repaid indebtedness under the debt restructuring agreements prior to maturity and made partial payment of interest, as stipulated in the debt restructuring agreements. The financial institution creditors therefore forgave outstanding interest amounting to Baht 27.61 million and the Company recorded this as a gain from repayment of restructured debt prior to maturity, presenting it as an extraordinary item in the earnings statement for the first quarter of the year 2004.


In January 2004, the Company redeemed Baht 745.80 million of unsecured debentures, of which the net book value as at the redemption date was Baht 683.25 million, by issuing Baht 550 million of secured debentures to its existing financial institution creditors, bearing interest at a fixed rate of 4.5 percent per annum. This represents a gain of Baht 133.25 million on redemption of the debentures. The interest to be paid on the secured debentures in the future, amounting to Baht 55.76 million, was recorded as deferred interest expenses in the balance sheet, as a deduction against the gain from redemption of debentures. The net amount of Baht 44.18 million (net of related income tax of Baht 33.31 million) is presented under “Gain from redemption of debentures and repayment of restructured debt prior to maturity”, as an extraordinary item in the earnings statements for the first quarter of the year 2004.

17. SHARE CAPITAL
On 1 December 2004, an extraordinary general meeting of the shareholders of the Company approved the Company’s proceeding in according with the following resolutions :-

1. Cancel the 700,737,660 ordinary shares which have not been reserved to accommodate a rights exercise, decreasing the registered capital from Baht 2,000,000,000 to Baht 1,299,262,340 through the cancellation of 700,737,660 unissued shares with a par value of Baht 1 per share.

2. Issue and offer no more than 433,087,447 warrants (SPALI-W3 warrants) to the existing shareholders of the Company in a ratio of 1 warrant to every 3 existing ordinary shares. No offer price was stipulated. These are 3-year warrants exercisable every three months in a ratio of 1 warrant to         1 ordinary share at an exercise price of Baht 1.5 per share.

3. Allocate no more than 433,087,447 ordinary shares with a par value of Baht 1 each to accommodate the exercise of the SPALI-W3 warrants.

4. Issue and offer not more than 10,000,000 warrants to employees, executives, directors, and advisors to the Board of Directors (ESOP warrants). No offer price was specified. These 3-year warrants are exercisable in a ratio of 1 warrant to 1 ordinary share at an exercise price of 15 percent below the weighted average of closing price of the Company’s shares on the Stock Exchange of Thailand in the 30 days prior to the date of the meeting of the Company’s shareholders, which was Baht 2.28 per share.
5. Allocate no more than 10,000,000 ordinary shares with a par value of Baht 1 each to accommodate the exercise of the warrants allocated to employees, executives, directors, and advisors to the Board of Directors.  

6. Allocate no more than 27,650,213 ordinary shares with a par value of Baht 1 each to accommodate the adjustment to the term of the SPALI-W2 warrants as a result of the issue and offer of the     SPALI-W3 warrants, and the allocation of the warrants to employees, executives, directors, and advisors to the Board of Directors.

7. Increase the registered capital of the Company by a total of Baht 470,737,660, comprising 470,737,660 shares of Baht 1 each, from Baht 1,299,262,340 to Baht 1,770,000,000.
The Company registered the reduction in its share capital to Baht 1,299,262,340 with the Ministry of Commerce on 3 December 2004 and subsequently registered the increase in its share capital to Baht 1,770,000,000 with the Ministry of Commerce on 7 December 2004. The Company is currently filing an application with the Securities and Exchange Commission for approval to issue and offer the SPALI-W3 and ESOP warrants.

In March 2005, the Company received payment of Baht 12,962,900 (12,962,900 ordinary shares of Baht 1 each) for additional ordinary shares issued to support the exercise of the warrants. The Company recorded these transactions as the issue of additional ordinary shares during the period and registered the resulting increase in its capital with the Ministry of Commerce on 7 April 2005.

In March 2004, the Company received payment of Baht 467,319,621 (467,319,621 ordinary shares of Baht 1 each) for the additional ordinary shares issued to support the exercise of the warrants. The Company recorded these transactions as the issue of additional ordinary shares during the period and registered the resulting increase in its capital with the Ministry of Commerce on 2 April 2004.
18.
REVALUATION SURPLUS

	
	(Unit : Thousand Baht)

	
	2005
	2004

	Balance at beginning of period (1 January) - before adjustment  
	78,164
	323,632

	Prior year adjustment (Note 29)
	-
	(244,584)

	Balance, as restated 
	78,164
	79,048

	Amortisation of the period
	(218)
	(220)

	Balance at ending of period (31 March)
	77,946
	78,828


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

19.
STATUTORY RESERVE
Under the Public Limited Companies Act B.E. 2535, the Company is required to set aside to a statutory reserve at least 5 percent of its net profit, after deducting accumulated deficit brought forward                (if any) until the reserve reaches 10 percent of its registered share capital.  The statutory reserve cannot be used for dividend payment.

20.
COMPANY’S SHARES HELD BY SUBSIDIARY/APPROPRIATED RETAINED EARNINGS - RESERVE FOR COMPANY’S SHARES HELD BY SUBSIDIARY

As at 31 March 2005, 32,350,000 shares of the Company, with a value of Baht 73.8 million at cost, were held by a subsidiary (31 December 2004 : 32,350,000 shares with a value of Baht 73.8 million). The shares are presented at cost as a deduction in shareholders’ equity.


The Company set aside an amount equal to the cost of the shares of the Company held by its subsidiary from retained earnings to a separate reserve account, and such reserve is to remain outstanding until the shares are sold by the subsidiary. As at 31 December 2004, the Company has set aside approximately Baht 73.8 million to the reserve account, presented under the caption of “Appropriated retained earnings -reserve for Company’s shares held by subsidiary” in the balance sheet. The reserve set aside is not available for dividend distribution.

21.
WARRANTS
On 27 September 2002, an extraordinary general meeting of the Company’s shareholders approved the issue and the offer of 649,546,370 warrant (SPALI-W2 warrants) to the existing shareholders listed in the Company’s share register as at 31 March 2003, in a ratio of 1 warrant for each 1 existing ordinary share, without specifying the offer price. The warrants have an exercise period of 3 years from the issue date, with stipulated exercise dates every 3 months, and are exercisable in a ratio of 1 warrant to 1 ordinary share at an exercise price of Baht 1 per share.

The Stock Exchange of Thailand (SET) approved the issue of 649,546,370 of these warrants to be traded on the SET, commencing from 4 July 2003.

During the year 2003, warrantholders exercised 79,379,370 warrants to purchase 79,379,370 ordinary shares at an exercise price of Baht 1 each, a total of Baht 79.38 million. The Company registered the resulting increase in its paid up share capital with the Ministry of Commerce. 

During the year 2004, warrantholders exercised 487,016,521 warrants to purchase 487,016,521 ordinary shares at an exercise price of Baht 1 each, a total of Baht 487.0 million. The Company registered the increase in its paid up share capital with the Ministry of Commerce.
In March 2005, warrantholders exercised 12,962,900 warrants to purchase 12,962,900 ordinary shares at an exercise price of Baht 1 each, a total of Baht 12.9 million. The Company registered the increase in its paid up share capital with the Ministry of Commerce as discussed in Note 17.

As of 31 March 2005, there were a total of 70,187,579 outstanding, unexercised warrants (31 December 2004 : 83,150,479 outstanding, unexercised warrants).

22.
CORPORATE INCOME TAX
Corporate income tax was calculated on net earnings per the accounts after adjusting revenues and expenses to accord with Revenue Department guidelines. This includes the incorporation of installments due and related estimated costs not yet recognized in the earnings statement for accounting purposes.

The Company and a subsidiary included installments due amounting to approximately Baht 101.2 million (the Company only : Baht 103.1 million) for the purposes of corporate income tax calculation in the current period, with a tax effect of approximately Baht 13.0 million (the Company only : Baht 13.3 million).

23.
RECONCILIATION OF DILUTED EARNINGS PER SHARE

	
	For the three-month periods ended 31 March 

	
	
	Weight average
	

	
	Net earnings
	number of ordinary shares
	Earnings per share

	
	2005
	2004
	2005
	2004
	2005
	2004

	
	Thousand Baht
	Thousand Baht
	Thousand shares
	Thousand shares
	Baht
	Baht

	Basic earnings per share
	
	
	
	
	
	

	  Net earnings
	79,074
	140,567
	1,216,312
	735,230
	
	

	  Less : Company’s shares held
	
	
	
	
	
	

	        by subsidiary
	-
	-
	(32,350)
	(11,644)
	
	

	  Basic earnings per share held by 
	
	
	
	
	
	

	    third party shareholders
	79,074
	140,567
	1,183,962
	723,586
	0.07
	0.19

	Effect of dilutive potential 
	
	
	
	
	
	

	  ordinary shares
	
	
	
	
	
	

	  70,187,579 warrants
	
	
	
	
	
	

	    (31 March 2004 : 102,847,379 warrants)
	-
	-
	56,102
	449,455
	-
	-

	Diluted earnings per share
	
	
	
	
	
	

	  Net earnings of ordinary shareholders
	
	
	
	
	
	

	    assuming conversion of dilutive
	
	
	
	
	
	

	    potential ordinary shares
	79,074
	140,567
	1,240,064
	1,173,041
	0.06
	0.12


24.
SUBSEQUENT EVENT


On 20 April 2005, the Annual General Meeting of the Company’s shareholders approved the payment of dividend of Baht 0.20 per share to the Company’s shareholders, a total of Baht 245.8 million. Such dividends will be paid and recorded in the second quarter.
25.
BANK GUARANTEES


As at 31 March 2005 and 31 December 2004, there were outstanding bank guarantees amounting to Baht 158.9 million and Baht 158.7 million (the Company only : Baht 155.8 million and Baht 155.9 million), respectively, issued is the name of the Company and its subsidiaries in favor of certain government agencies to guarantee utilities usage and amounting to Baht 12.1 million and Baht 12.1 million (the Company only : Baht 12.1 million and Baht 12.1 million), respectively, to provide guarantees to trade creditors.

26.
RELATED PARTY GUARANTEES


As at 31 March 2005, there are related party guarantees as follows :-

26.1
The Company has provided guarantees to a bank against certain obligations of its subsidiary of Baht 190 million. Generally, the guarantees are effective so long as the underlying obligations have not yet been discharged by those subsidiary. No fee is charged for the provision of these guarantees.
26.2
Certain obligations of the Company and its subsidiaries are guaranteed by the Company’s and the subsidiaries’ director. These guarantees are effective so long as the underlying obligations have not been discharged by its Company and the subsidiaries. No guarantee fee is charged by those directors. The amount of those guarantees are summarised below :-
	
	
	(Unit : Million Baht)

	
	Consolidated
	The Company Only

	Guarantees by directors
	720.6
	498.4


27.
COMMITMENTS AND CONTINGENT LIABILITIES


As at 31 March 2005, the Company and its subsidiaries had the following outstanding commitments and contingent liabilities: -

27.1
The Company and its subsidiaries had outstanding commitments of approximately Baht 640.7 million (the Company only : Baht 593.2 million) in respect of project construction under contracts which the Company and its subsidiaries had already entered into with contractors. 

27.2
The Company had outstanding capital commitments of approximately Baht 82.2 million in respect of the purchase of land. 

27.3
The Company had issued undated cheques for Baht 387.2 million to a bank to secure the release from mortgage of project land so that it could arrange for the land’s division.

28.
LITIGATION

As at 31 March 2005, the Company has been sued for a total of approximately Baht 79.9 million in various cases, in respect of breach of contract, cancellation of contract, refund claims and damage claims.  Currently, the Court of First Instance has ordered the Company to pay compensation of approximately Baht 5 million plus interests in one case and other cases are currently being heard by the Court of Appeals and the Supreme Court. However, the Company has set aside provision of Baht 41.2 million for liabilities arising as a result of these cases, based on the opinions of its legal department.

29.
PRIOR YEAR ADJUSTMENTS

29.1
In the past, the Company recognised share of the loss of a subsidiary in proportion to its shareholding. However, because the Company has guaranteed loan facilities of the subsidiary, to accord with generally accepted accounting principles, the Company should recognise all losses in excess of the registered share capital of the subsidiary. In the first quarter of the year 2004, the Company therefore adjusted the brought forward balance of retained earnings. The cumulative effect of the adjustment was presented under the caption of “Prior year adjustment relating to loss from investment in subsidiary” in the statements of changes in shareholders’ equity.

29.2
In 2003, two subsidiaries sold investments in ordinary shares of the Company and recognised gains on the sales amounting to Baht 30.4 million. The Company recognised the gains in the year 2003.  However, under generally accepted accounting principles, such gains should not have been recognised in the earnings statements but should have been recorded as “Premium on shares of Company held by subsidiaries” and presented in shareholders’ equity. In the first quarter of the year 2004, the Company therefore adjusted the brought forward balance of retained earnings. The cumulative effect of the adjustment has been presented under the caption of “Prior year adjustment relating to gain on disposal of the Company’s shares held by subsidiaries” in the statement of changes in shareholders’ equity.


29.3 
The Company recorded interest, cost of borrowing, used for construction as parts of project costs. Some of this interest relates to projects which were suspended in the past, and this interest has been accrued but not yet actually paid. Subsequently, during 2001 to 2003 the Company restructured its debt with financial institution creditors as a result of which parts of the interest were reduced or waived; with such amounts recorded as gain on debt restructuring. However, since the actual amount of interest paid was less than the amount recorded as project costs, the Company made adjustment decreasing the related project costs and brought forward balance of retained earnings. The cumulative effect of adjustments from the past to the beginning of period is presented under the caption of “Prior year adjustment relating to cost of borrowing” in changes in shareholders’ equity.


29.4 
The Company had land of a project which was under construction appraised by an independent appraiser. Based on the results of the appraisal the value of such land exceeded its cost. The Company therefore increased the value of the land and recorded the revaluation surplus in shareholders’ equity. As at 31 December 2003 the outstanding balance was Baht 244.6 million. However, since the construction on the project was suspended for a period and the Company as a result has not utilized such asset, the above amount was written off from “Project under construction” and “Revaluation surplus” during the first quarter of the year 2004. 

30.
FINANCIAL INFORMATION BY SEGMENT


The Company and its subsidiaries’ operations are carried on in a single geographic area in Thailand and involve the real estate and management and hotel business. The financial information by business segment in the consolidated earnings statements for the three-month periods ended 31 March 2005 and 2004 is as follows :-

	
	
	
	
	(Unit : Thousand Baht)

	
	For the three-month periods ended 31 March

	
	Real estate
	Management
	
	

	
	business
	and hotel business
	Eliminated
	Total

	
	2005
	2004
	2005
	2004
	2005
	2004
	2005
	2004

	Revenues from sales and services
	451,922
	337,195
	10,346
	12,052
	(600)
	(630)
	461,668
	348,617

	Costs of sales and services
	(240,380)
	(175,021)
	(6,695)
	(7,363)
	600
	1,532
	(246,475)
	(180,852)

	Gross profit
	211,542
	162,174
	3,651
	4,689
	-
	902
	215,193
	167,765

	Operating profit 
	
	
	
	
	
	
	226,156
	196,130

	Central expenses
	
	
	
	
	
	
	(84,789)
	(85,306)

	Earnings before interest expenses and income tax
	
	
	
	
	
	141,367
	110,824

	Interest expenses
	
	
	
	
	
	
	(6,506)
	(5,049)

	Corporate income tax
	
	
	
	
	
	
	(48,789)
	(32,747)

	Earnings before minority interest
	
	
	
	
	
	
	86,072
	73,028

	Minority interest
	
	
	
	
	
	
	(6,998)
	(4,252)

	Earnings from ordinary activities
	
	
	
	
	
	
	79,074
	68,776

	Extraordinary item :-
	
	
	
	
	
	
	
	

	   Gain from redemption of debentures and  

  
 repayment of restructured debt prior to

  
 maturity (net of related income tax of 
	
	
	
	
	
	
	
	

	  
 Baht 33,311,469)
	
	
	
	
	
	-
	71,791

	Net earnings 
	
	
	
	
	
	
	79,074
	140,567


The financial information by business segment in the consolidated balance sheets as at 31 March 2005 and 31 December 2004 is as follow :-

	
	
	
	
	(Unit : Thousand Baht)

	
	Real estate
	Management
	
	

	
	business
	and hotel business
	Eliminated
	Total

	
	31 March 

2005
	31 December 2004
	31 March 

2005
	31 December 2004
	31 March 

2005
	31 December 2004
	31 March 

2005
	31 December 2004

	Property, plant and equipment for rent, net
	56,419
	57,563
	-
	-
	-
	-
	56,419
	57,563

	Project under construction
	641,370
	593,239
	-
	-
	-
	-
	641,370
	593,239

	Property, plant and equipment, net
	366,617
	366,730
	12,853
	13,165
	(6,354)
	(6,373)
	373,116
	373,522

	Other assets
	5,381,169
	5,035,030
	26,847
	24,115
	(363,214)
	(335,107)
	5,044,802
	4,724,038

	Total assets
	6,445,575
	6,052,562
	39,700
	37,280
	(369,568)
	(341,480)
	6,115,707
	5,748,362


31.
RECLASSIFICATION

Certain amounts in the balance sheet as at 31 December 2004 and the financial statements for the    three-month period ended 31 March 2004 have been reclassified to conform to the current period’s classifications, with no effect on previously reposted net earnings or shareholders’ equity. 
32.
APPROVAL OF INTERIM FINANCIAL STATEMENTS

These interim financial statements have been approved by the directors of the Company.
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