(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 on the same basis as the consolidated financial statements for the year ended 31 December 2005. During the period, there were the following changes in the proportion of the subsidiaries :-

The Company and Supalai Property Management Company Limited acquired an additional 3.75 percent and 0.69 percent of the registered ordinary shares, respectively, of Phuket Estate Company Limited. As a result the percentage shareholding of the Company and Supalai Property Management Company Limited increased to 17.16 percent and 26.94 percent, respectively.  
The Company acquired an additional 2.92 percent of registered ordinary shares of Supalai Northeast Company Limited. As a result the percentage shareholding of the Company increased to 96.45 percent.

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 2005.

2.
TRADE ACCOUNTS RECEIVABLE

Trade accounts receivable balances as at 31 March 2006 and 31 December 2005 comprise :

	
	
	
	(Unit : Thousand Baht)

	
	Consolidated
	The Company Only

	
	31 March 2006
	31 December 2005
	31 March 2006
	31 December 2005

	
	
	
	
	

	Total value of contracts signed
	27,096,414
	26,152,935
	25,755,726
	24,831,915

	Percentage of total project sale value
	            76.02 
	             74.25
	              77.28
	           75.41

	Installments due
	20,215,659
	19,507,861
	18,967,382
	18,298,710

	Less : Cash received
	(20,189,511)
	(19,490,456)
	(18,941,425)
	(18,281,753)

	Installments receivable
	26,148
	17,405
	25,957
	16,957

	Less : Allowance for doubtful accounts
	(4,467)
	(2,721)
	(4,467)
	(2,721)

	Trade accounts receivable - real estate, net
	21,681
	14,684
	21,490
	14,236

	Trade accounts receivable - hotel
	958
	1,656
	-
	-

	Less : Allowance for doubtful accounts
	(169)
	(169)
	-
	-

	Trade accounts receivable - hotel, net
	789
	1,487
	-
	-

	Total trade accounts receivable, net
	22,470
	16,171
	21,490
	14,236



As at 31 March 2006 and 31 December 2005, “Unbilled completed work” and “Unearned income” comprise the following :

	
	
	
	(Unit : Thousand Baht)

	
	Consolidated
	The Company Only

	
	31 March 2006
	31 December 2005
	31 March 2006
	31 December 2005

	Accumulated amount recognised as revenue on percentage of completion basis
	20,901,965
	19,630,830
	19,664,448
	18,434,673

	Less : Installments due
	(20,215,659)
	(19,507,861)
	(18,967,382)
	(18,298,710)

	
	686,306
	122,969
	697,066
	135,963

	The balance comprises :
	
	
	
	

	Unbilled completed work
	1,180,843
	612,266
	1,180,843
	611,672

	Unearned income
	(494,537)
	(489,297)
	(483,777)
	(475,709)

	Total
	686,306
	122,969
	697,066
	135,963



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

As at 31 March 2006 and 31 December 2005, trade accounts receivable were classified by aging as  follows :
	 (Unit : Thousand Baht)

	
	Consolidated
	The Company Only

	
	31 March 2006
	31 December 2005
	31 March 2006
	31 December 2005

	Less than 3 months
	20,851
	13,777
	19,875
	12,168

	3 - 6 months
	2,009
	985
	2,006
	985

	More than 6 - 12 months
	599
	788
	599
	470

	More than 12 months
	3,647
	3,511
	3,477
	3,334

	Total
	27,106
	19,061
	25,957
	16,957

	Less : Provision for doubtful accounts
	(4,636)
	(2,890)
	(4,467)
	(2,721)

	Trade accounts receivable, net
	22,470
	16,171
	21,490
	14,236


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 2006 and 31 December 2005, costs of property development projects for sales comprise the following :-

	
	
	
	(Unit : Thousand Baht)

	
	Consolidated
	The Company Only

	
	31 March 2006
	31 December 2005
	31 March 2006
	31 December 2005

	Land costs and development costs
	1,972,872
	1,986,278
	1,688,911
	1,697,982

	Houses and commercial buildings in progress
	1,201,456
	1,162,132
	1,060,792
	1,025,062

	Condominiums and related land costs
	1,939,944
	2,055,005
	1,930,924
	2,040,954

	Total
	5,114,272
	5,203,415
	4,680,627
	4,763,998

	Less : 
Provision for loss on diminution in project value
	(149,694)
	(150,682)
	(53,037)
	(54,025)

	Costs of property development projects for sales, net
	4,964,578
	5,052,733
	4,627,590
	4,709,973

	
	
	
	
	

	Cost of project value
	19,360,856
	18,713,582
	18,030,614
	17,403,147

	Less :
Accumulated amount transferred to cost of sales
	(12,148,585)
	(11,423,937)
	(11,437,213)
	(10,738,144)

	
Transferred to property, plant and equipment for rent
	(258,600)
	(246,831)
	(246,572)
	(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)

	
	5,114,272
	5,203,415
	4,680,627
	4,763,998

	Less :
Provision for loss on diminution in project value 
	(149,694)
	(150,682)
	(53,037)
	(54,025)

	Costs of property development projects for sales, net
	4,964,578
	5,052,733
	4,627,590
	4,709,973



During the three-month periods ended 31 March 2006 and 2005, the Company capitalised interest expenses of approximately Baht 21.9 million and Baht 5.9 million, respectively, 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 2006 amounting to approximately Baht 4,270.7 million, or Baht 4,012.2 million per the financial statements of the Company only (31 December 2005 : Baht 4,116.6 million and Baht 3,854.9 million), respectively, with banks 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 2006 and 31 December 2005, fixed deposits with local commercial banks of the Company and its subsidiary amounting to approximately Baht 26.3 million and Baht 18.2 million (the Company only : Baht 10.5 million and Baht 2.4 million), respectively, 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), related companies (related by the way of shareholding and/or common shareholders and/or common directors) and directors. Such transactions, which have been concluded on the term and the basis agreed between the relevant parties, are summarised below :-
	(Unit : Million Baht)

	
	For the three-month periods ended 31 March 
	

	
	Consolidated 
	The Company Only
	

	
	2006
	2005
	2006
	2005
	Pricing policy

	Transactions with subsidiaries
	
	
	
	
	

	  (eliminated from the consolidated financial statements)

	Rental income
	-
	-
	0.6
	0.6
	Contract price

	Service income
	-
	-
	-
	0.2
	Contract price

	Interest income
	-
	-
	1.4
	1.4
	Average MLR of 4 banks

	
	
	
	
	
	

	Transactions with related company
	
	
	
	
	

	Purchases of construction material 
	3.0
	1.3
	3.0
	1.3
	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 2006
	31 December 2005
	31 March 2006
	31 December 2005

	Amounts due from related party
	
	
	
	

	Subsidiary
	
	
	
	

	Phuket Estate Company Limited
	-
	-
	-
	2,354

	
	-
	-
	-
	2,354

	Short-term loans to related party
	
	
	
	

	Subsidiary
	
	
	
	

	Loan to :
	
	
	
	

	Supalai Property Management Company Limited
	-
	-
	2,500
	4,000

	Total loan to
	-
	-
	2,500
	4,000

	Interest receivable :
	
	
	
	

	Supalai Property Management Company Limited
	-
	-
	20
	4

	Total interest receivable
	-
	-
	20
	4

	
	-
	-
	2,520
	4,004

	Long-term loans to related party
	
	
	
	

	Subsidiary
	
	
	
	

	Loan to :
	
	
	
	

	Supalai Northeast Company Limited
	-
	-
	82,324
	80,324

	Total loan to
	-
	-
	82,324
	80,324

	Interest receivable :
	
	
	
	

	Supalai Northeast Company Limited
	-
	-
	18,371
	17,007

	Total interest receivable 
	-
	-
	18,371
	17,007

	
	-
	-
	100,695
	97,331

	Less : Allowance for doubtful accounts (Note 6)
	-
	-
	(18,759)
	(58,156)

	Total long-term loans to related party, net
	-
	-
	81,936
	39,175


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

	
	Consolidated
	The Company Only

	
	31 March 2006
	31 December 2005
	31 March 2006
	31 December 2005

	Advances to director
	
	
	
	

	Director of Phuket Estate Company Limited
	100
	100
	-
	-

	
	100
	100
	-
	-

	Advances paid for share subscriptions
	
	
	
	

	Subsidiaries
	
	
	
	

	Supalai Northeast Company Limited 
	-
	-
	-
	52,843

	Phuket Estate Company Limited 
	-
	-
	-
	5,294

	Total advances paid for share subscriptions
	-
	-
	-
	58,137

	Trade accounts payable - related party
	
	
	
	

	Related party
	
	
	
	

	Durafloor Company Limited
	2,149
	1,667
	2,149
	1,667

	
	2,149
	1,667
	2,149
	1,667

	Amounts due to related parties
	
	
	
	

	Related company
	
	
	
	

	M.K. Estate Company Limited
	-
	2
	-
	-

	
	-
	2
	-
	-

	Director of subsidiary
	
	
	
	

	Phuket Estate Company Limited
	-
	1,200
	-
	-

	
	-
	1,200
	-
	-

	Total amounts due to related parties
	-
	1,202
	-
	-

	Long-term loans from directors
	
	
	
	

	Directors of subsidiaries
	
	
	
	

	Loans from :
	
	
	
	

	Haadyai Nakarin Company Limited
	-
	8,009
	-
	-

	Phuket Estate Company Limited 
	330
	330
	-
	-

	Total long-term loans from directors 
	330
	8,339
	-
	-


Long-term loans from directors of Phuket Estate Company Limited carry 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.

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

	
	(Unit : Thousand Baht)

	
	Consolidated

	
	Balance as at
	During the period
	Balance as at

	
	1 January 2006
	Increase
	Decrease
	31 March 2006

	Advances to director
	
	
	
	

	Director of Phuket Estate Company Limited
	100
	-
	-
	100

	
	100
	-
	-
	100

	Long-term loans from directors
	
	
	
	

	Directors of subsidiaries 
	
	
	
	

	Haadyai Nakarin Company Limited
	8,009
	-
	(8,009)
	-

	Phuket Estate Company Limited 
	330
	-
	-
	330

	
	8,339
	-
	(8,009)
	330


	
	(Unit : Thousand Baht)

	
	The Company Only

	
	Balance as at
	During the period
	Balance as at

	
	1 January 2006
	Increase
	Decrease
	31 March 2006

	Short-term loans to related party
	
	
	
	

	Subsidiary
	
	
	
	

	Loan to :
	
	
	
	

	Supalai Property Management Company Limited
	4,000
	500
	(2,000)
	2,500

	Total loan to
	4,000
	500
	(2,000)
	2,500

	Interest receivable :
	
	
	
	

	Supalai Property Management Company Limited
	4
	48
	(32)
	20

	Total interest receivable
	4
	48
	(32)
	20

	
	4,004
	548
	(2,032)
	2,520

	Long-term loans to related party
	
	
	
	

	Subsidiary
	
	
	
	

	Loan to :
	
	
	
	

	Supalai Northeast Company Limited
	80,324
	2,000
	-
	82,324

	Total loan to
	80,324
	2,000
	-
	82,324

	Interest receivable :
	
	
	
	

	Supalai Northeast Company Limited
	17,007
	1,364
	-
	18,371

	Total interest receivable
	17,007
	1,364
	-
	18,371

	
	97,331
	3,364
	-
	100,695



The Company has guaranteed the loan facilities of Supalai Northeast Company Limited from a bank totaling Baht 161.5 million.

6.
INVESTMENTS IN SUBSIDIARIES ACCOUNTED FOR UNDER EQUITY METHOD
	(Unit : Thousand Baht)

	
	The Company Only

	
	As at 31 March 2006

	
	
	Percentage of
	
	

	
	
	shares held by
	Investments
	

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

	
	Million Baht
	Percent
	
	
	

	Supalai Property Management Company Limited
	20.0
	99.89
	19,978
	32,146
	-

	Haadyai Nakarin Company Limited
	191.5
	49.89
	105,370
	142,404
	9,553

	Supalai Northeast Company Limited
	116.3
	96.45
	112,153
	8,730
	-

	Phuket Estate Company Limited


(Held 26.94 percent by Supalai Property Management   

  Company Limited)
	76.8
	17.16
	17,120
	14,778
	-

	Total
	
	
	254,621
	198,058
	9,553


	(Unit : Thousand Baht)

	
	The Company Only

	
	As at 31 December 2005

	
	
	Percentage of
	
	Provision for loss on
	

	
	
	shares held by
	Investments
	investment
	

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

	
	Million Baht
	Percent
	
	
	
	

	Supalai Property Management Company Limited
	20.0
	99.89
	19,978
	31,584
	-
	-

	Haadyai Nakarin Company Limited
	191.5
	49.89
	105,370
	140,548
	-
	9,553

	Supalai Northeast Company Limited
	63.4
	93.53
	59,310
	-
	39,397
	-

	Phuket Estate Company Limited

  (Held 26.25 percent by Supalai Property Management   

  Company Limited)
	58.8
	13.41
	11,826
	10,162
	-
	-

	Total
	
	
	196,484
	182,294
	39,397
	9,553

	Presented as - Allowance for doubtful accounts on
	
	
	
	
	
	

	  long-term loans to subsidiary (Note 5)
	
	
	
	
	(39,397)
	

	
	
	
	
	
	-
	


On 4 October 2005, an extraordinary general meeting of the shareholders of Supalai Northeast Company Limited approved an increase in that company’s registered share capital from Baht 63,414,995 to Baht 116,275,475, through the issuance of 10,572,096 new ordinary shares with a par value of Baht 5 to the existing shareholders, in proportion to their shareholding. If the shares offered are not fully subscribed, they are to be offered to other shareholders. The shareholders meeting also resolved that the company would call up the additional share capital. The Company invested a total of Baht 52,842,660 in shares offered in proportion to its existing shareholding and in unsubscribed shares offered to other shareholders. As a result the percentage shareholding of the Company increased from 93.53 percent to 96.45 percent. The subsidiary registered the increase in its share capital with the Office of Commercial Affair on 24 January 2006.  
On 12 May 2005, an extraordinary general meeting of the shareholders of Phuket Estate Company Limited approved an increase of that company’s registered share capital from Baht 58,813,200 to Baht 76,815,200, through the issuance of 1,800,200 new ordinary shares with a par value of Baht 10. Supalai Property Management Company Limited and the Company invested a total of Baht 5,250,000 and Baht 5,294,000, respectively, in shares offered in proportion to its existing shareholding and in unsubscribed shares offered to other shareholders. As a result the percentage shareholding of Supalai Property Management Company Limited increased from 26.25 percent to 26.94 percent and the shareholding of the Company increased from 13.41 percent to 17.16 percent. Phuket Estate Company Limited registered the increase in its share capital with the Ministry of Commerce on 19 January 2006.
7.
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
	2006
	2005
	by the Company
	2006
	2005

	
	Percent
	
	
	Percent
	
	

	Investments in available for sale securities - 
	
	
	
	
	
	

	   Unit trusts
	
	
	
	
	
	

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

	Less : Unrealised loss on changes in value
	
	
	
	
	
	

	of investments
	
	(1,021)
	(1,089)
	
	(1,021)
	(1,089)

	Fair value
	
	2,989
	2,921
	
	2,989
	2,921

	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
	
	3,793
	3,725
	
	3,793
	3,725


8.
PROJECTS UNDER CONSTRUCTION

As at 31 March 2006 and 31 December 2005, projects under construction comprise the following :-

	

	
	
	(Unit : Thousand Baht)

	
	Consolidated
	The Company Only

	
	31 March 2006
	31 December 2005
	31 March 2006
	31 December 2005

	Land
	178,068
	178,068
	145,316
	145,316

	Building under construction
	834,979
	778,374
	771,855
	723,595

	Furniture under installation
	3,636
	3,609
	3,636
	3,609

	Total
	1,016,683
	960,051
	920,807
	872,520



The Company and its subsidiaries have mortgaged land and construction thereon in projects under construction with book values as at 31 March 2006 amounting to approximately Baht 987.6 million, or Baht 899.4 million per the financial statements of the Company only (31 December 2005 : Baht 932.9 million and Baht 853 million), respectively, with banks as collateral for long-term loans and secured debentures.

9.
LAND HELD FOR DEVELOPMENT


The Company has mortgaged land held for development with a net book value of approximately Baht 210.9 million as at 31 March 2006 (31 December 2005 : Baht 210.9 million) with banks as collateral for bank overdrafts, long-term loans and secured debentures.

10. 
PROPERTY, PLANT AND EQUIPMENT


The Company and the subsidiary have mortgaged land and a building with book values as at 31 March 2006 amounting to Baht 32.8 million, or Baht 3.9 million per the financial statements of the Company only (31 December 2005 : Baht 32.8 million and Baht 3.9 million), respectively, with banks as security for bank overdrafts and loans from banks. 
11.
BANK OVERDRAFTS

The Company and the subsidiary have mortgaged parts of their project land and construction thereon with banks to secure the bank overdrafts.
12.
LONG-TERM LOANS FROM FINANCIAL INSTITUTIONS
	
	
	
	(Unit : Thousand Baht)

	
	Consolidated
	The Company Only

	
	31 March 2006
	31 December 2005
	31 March 2006
	31 December 2005

	Loans from banks
	2,099,771
	1,842,191
	1,974,328
	1,729,944

	Less : Current portion of long-term loans
	(1,089,421)
	(693,191)
	(1,067,103)
	(670,044)

	Long-term loans, net of current portion
	1,010,350
	1,149,000
	907,225
	1,059,900



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

(a) The Company entered into a long-term loan agreement under which it was granted a loan facility of Baht 168 million subject to interest at a rate of 4.5 percent per annum for the first and the second years and the minimum loan rate minus 1 percent (MLR-1%) per annum for the third year. The loan is secured by the mortgage of the Company’s project land and construction thereon and repayment is to be made within December 2006. As at 31 March 2006, the outstanding balance of the loan was Baht 142.2 million (31 December 2005 : Baht 142.2 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 secured by the mortgage of the Company’s project land and construction thereon and repayment is to be made within August 2006. As at 31 March 2006, the outstanding balance of the loan was Baht 178.2 million (31 December 2005 : Baht 178.2 million). 
(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 the Company’s project land, including most present and future structures thereon. Repayment is to be made each time a plot of land is redeemed from mortgage, at 70 percent of the selling price and in any case not less than the amount stipulated by the bank. Any remaining balance is to be repaid within December 2006. As at 31 March 2006, the outstanding balance of the loan was Baht 332.5 million (31 December 2005 : Baht 332.5 million).
(d) The Company entered into a long-term loan agreement 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 the Company’s project land, including most present and future structures thereon. Repayment is to be made each time a plot of land is redeemed from mortgage, at 80 percent of the selling price and in any case not less than the amount stipulated by the bank. Any remaining balance is to be repaid within October 2006. As at 31 December 2005, the outstanding balance of the loan was Baht 6.8 million. The Company repaid the loan during the current period.
(e) The Company entered into a syndicated long-term loan agreement with two banks under which it was granted a loan facility totaling Baht 1,310 million, subject to interest as follows:-
	Interest rates (per annum)
	Period of interest charge  

	(1)
Minimum loan rate (MLR)

	May 2005 until the later of either 31 December 2005 or the day prior to the date on which the Company has sold condominium units with a combined area of exceeding  21,000 square meters

	(2)
Minimum loan rate minus              


0.5 percent (MLR-0.5%)
	Following (1) until the later of either 31 December 2006 or the day prior to the date on which the Company has sold condominium units with a combined area of exceeding 35,000 square meters

	(3)
Minimum loan rate minus 

0.75 percent (MLR-0.75%) 

	Following (2) until the end of the agreement


The loan is secured by the mortgage of the Company’s project land, including most present and future structures thereon. Repayment is to be made each time a plot of land is redeemed from mortgage, at 75 percent of the selling price if the Company has sold condominium units with       a combined area of up to 21,000 square meters and 70 percent of the selling price when more than 21,000 square meters has been sold, and in any case not less than the amount stipulated by the banks. Any remaining balance is to be repaid within December 2008. As at 31 March 2006, the outstanding balance of the loan was Baht 230 million (31 December 2005 : Baht 230 million).
(f) The Company entered into a long-term loan agreement under which it was granted a loan facility of Baht 607 million subject to interest at the minimum loan rate (MLR) per annum. The loan is secured by the mortgage of parts of the Company’s project land, including most present and future structures thereon. Repayment is to be made each time a plot of land is redeemed from mortgage, at 90 percent of the selling price and in any case not less than the amount stipulated by the financial institution. Any remaining balance is to be repaid within March 2007. As at 31 March 2006, the outstanding balance of the loan was Baht 75.9 million (31 December 2005 : Baht 139.3 million).
(g) The Company entered into a long-term loan agreement under which it was granted a loan facility of Baht 420 million subject to interest at the minimum loan rate minus 1 percent (MLR-1%) per annum. The loan is secured by the mortgage of the Company’s project land, including most present and future structures thereon and repayment is to be made within August 2008. As at 31 March 2006, the outstanding balance of the loan was Baht 308.3 million (31 December 2005 : Baht 248.4 million).
(h) The Company entered into a long-term loan agreement under which it was granted a loan facility of Baht 400 million subject to interest at the one-year time deposit rate for an individual person plus    4 percent per annum. The loan is secured by the second of mortgage of the Company’s project land, together with most present and future structures thereon and repayment is to be made between June 2006 and October 2013. As at 31 March 2006, the outstanding balance of the loan was Baht 306 million (31 December 2005 : Baht 160 million).

(i) The Company entered into a long-term loan agreement under which it was granted a loan facility of Baht 146.3 million subject to interest at the minimum loan rate minus 1 percent (MLR-1%) per annum. The loan is secured by the mortgage of the Company’s project land and construction thereon and repayment is to be made within October 2007. As at 31 March 2006, the outstanding balance of the loan was Baht 52.6 million (31 December 2005 : Baht 45.6 million).
(j) The Company entered into a long-term loan agreement under which it was granted a loan facility of Baht 33.4 million subject to interest at the minimum loan rate minus 1 percent (MLR-1%) per annum. The loan is secured by the mortgage of the Company’s project land and construction thereon and repayment is to be made within October 2007. As at 31 March 2006, the outstanding balance of the loan was Baht 9 million (31 December 2005 : Baht 8.6 million).
(k) The Company entered into a long-term loan agreement under which it was granted a loan facility of Baht 370.7 million subject to interest at the minimum loan rate minus 1 percent (MLR-1%) per annum. The loan is secured by the mortgage of the Company’s project land, including most present and future structures thereon and repayment is to be made each time a plot of land is redeemed from mortgage, at 70 percent of the selling price and in any case not less than the amount stipulated by the bank. Any remaining balance is to be repaid within October 2007. As at 31 March 2006, the outstanding balance of the loan was Baht 120.4 million (31 December 2005 : Baht 120.4 million).
(l) The Company entered into a long-term loan agreement under which it was granted a loan facility of Baht 220 million subject to interest at the minimum loan rate minus 1 percent (MLR-1%) per annum. The loan is secured by the mortgage of the Company’s project land, including most present and future structures thereon and repayment is to be made each time a plot of land is redeemed from mortgage, at 70 percent of the selling price and in any case not less than the amount stipulated by the bank. Any remaining balance is to be repaid within December 2008. As at 31 March 2006, the outstanding balance of the loan was Baht 75 million (31 December 2005 : Baht 75 million).
(m) The Company entered into a long-term loan agreement under which it was granted a loan facility of Baht 458 million subject to interest at the minimum loan rate minus 0.5 percent (MLR-0.5%) per annum. The loan is secured by the mortgage of the Company’s project land, including most present and future structures thereon and repayment is to be made each time a plot of land is redeemed from mortgage, at 70 percent of the selling price and in any case not less than the amount stipulated by the bank. Any remaining balance is to be repaid within November 2009. As at 31 March 2006, the outstanding balance of the loan was Baht 91 million (31 December 2005 : Baht 43 million).
(n) The Company entered into a long-term loan agreement under which it was granted a loan facility of Baht 367.4 million subject to interest at the minimum loan rate minus 1 percent (MLR-1%) per annum. The loan is secured by the mortgage of the Company’s project land, including most present and future structures thereon and repayment is to be made within August 2008. As at 31 March 2006, the Company had drawn down Baht 42.6 million of such facility.
(o) The Company entered into a long-term loan agreement under which it was granted a loan facility of Baht 113.2 million subject to interest at the minimum loan rate minus 1 percent (MLR-1%) per annum. The loan is secured by the mortgage of the Company’s project land, including most present and future structures thereon and repayment is to be made within July 2008. As at 31 March 2006, the Company had drawn down Baht 10.6 million of such facility.
(p) A subsidiary entered into a long-term loan agreement under which it was granted 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 the subsidiary’s project land and construction thereon. Repayment is to be made each time a plot of land is redeemed from mortgage, at 60 percent of the selling price and in any case not less than the amount stipulated by the bank. Any remaining balance is to be repaid within March 2007. As at 31 December 2005, the outstanding balance of the loan was Baht 0.5 million. The Company repaid the loan during the current period.
(q) A subsidiary entered into a long-term loan agreement under which it was granted a loan facility of Baht 35 million subject to interest at the minimum loan rate (MLR) per annum and secured by the mortgage 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 2006, the outstanding balance of the loan was Baht 1.6 million (31 December 2005 : Baht 2.6 million).
(r) A subsidiary entered into a long-term loan agreement under which it was granted a loan facility of Baht 110 million subject to interest at the minimum loan rate (MLR) per annum. The loan is secured by guarantees provided by the directors of the Company and the subsidiary and the mortgage of the subsidiary’s project land, including most present and future structures thereon. Repayment is to be made between January 2007 and December 2012. As at 31 March 2006, the outstanding balance of the loan was Baht 22.4 million (31 December 2005 : Baht 7.6 million).
(s) A subsidiary entered into a long-term loan agreement under which it was granted a loan facility of Baht 161.5 million subject to interest at the minimum loan rate plus 1 percent (MLR+1%) per annum. The loan is secured by guarantees provided by the Company and the mortgage of the subsidiary’s project land, including most present and future structures thereon. Repayment is to be made each time a plot of land is redeemed from mortgage, at 90 percent of the selling price and in any case not less than the amount stipulated by the bank and further principal repayment is to be made every 6 months in any case not less than the amount stipulated by the bank. Any remaining balance is to be repaid within December 2008. As at 31 March 2006, the outstanding balance of the loan was Baht 101.5 million (31 December 2005 : Baht 101.5 million).

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.
13.
SECURED DEBENTURES

	

	
	
	(Unit : Thousand Baht)

	
	Consolidated
	The Company Only

	
	31 March 2006
	31 December 2005
	31 March 2006
	31 December 2005

	Secured debentures
	275,000
	412,500
	275,000
	412,500

	Less : Current portion of secured debentures
	(275,000)
	(137,500)
	(275,000)
	(137,500)

	Secured debentures, net of current portion
	-
	275,000
	-
	275,000



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 14). 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.


These debentures contain covenants and restrictions on the Company 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.
14.
CREDITORS UNDER DEBT RESTRUCTURING AGREEMENTS

The Company entered into debt restructuring agreements with various banks and financial institutions between 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.


These unsecured debentures contain covenants and restrictions on the Company imposed by the lenders, related to such matters as reduction of share capital and merger or consolidation with any other corporations.
15.
SHARE CAPITAL
In March 2006, the Company received payment totaling Baht 432,033,519 for the additional ordinary shares issued to support the exercise of the warrants (40,297,200 ordinary shares at a price of Baht 1 each, 260,604,956 ordinary shares at a price of Baht 1.5 each and 363,546 ordinary shares at a price of Baht 2.28 each). The Company recorded Baht 301,265,702 of this amount as additional ordinary shares and Baht 130,767,817 as share premium, and registered the resulting increase in capital with the Ministry of Commerce on 5 April 2006.
In March 2005, the Company received payment totaling Baht 12,962,900 for the additional ordinary shares issued to support the exercise of the warrants (12,962,900 ordinary shares at a price of Baht 1 each). 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.
16.
REVALUATION SURPLUS

	
	(Unit : Thousand Baht)

	
	2006
	2005

	Balance at beginning of period (1 January)
	59,881
	78,164

	Amortisation of the period
	(218)
	(218)

	Balance at end of period (31 March)
	59,663
	77,946


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

17.
STATUTORY RESERVE
Under the Public Limited Companies Act B.E. 2535, the Company is required to set aside 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.

18.
COMPANY’S SHARES HELD BY SUBSIDIARY/APPROPRIATED RETAINED EARNINGS - RESERVE FOR COMPANY’S SHARES HELD BY SUBSIDIARY

As at 31 March 2006, 30,614,000 shares of the Company, with a value of Baht 69.8 million at cost, were held by a subsidiary (31 December 2005 : 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 2005, 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.
During the current period, a subsidiary sold the 1,736,000 shares it held in the Company, of which the value at cost was Baht 4 million. The Company therefore reversed the Baht 4 million balance of “Appropriated retained earnings - reserve for Company’s shares held by subsidiary” which it had previously recorded.

19. WARRANTS

SPALI-W2

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 SPALI-W2 warrants to be traded on the SET, commencing from 4 July 2003.

Up to June 2005, warrantholders exercised 579,660,791 warrants to purchase 579,660,791 ordinary shares at an exercise price of Baht 1 each, a total of Baht 579.7 million.

On 7 September 2005, as a result of the issue and offer of the SPALI-W3 warrants, the Company adjusted the exercise ratio of the SPALI-W2 warrants to a ratio of 1 warrant to 1.0758 ordinary shares at the exercise price of Baht 1 per 1 ordinary share.

In September and December 2005, warrantholders exercised 10,993,300 warrants to purchase 11,826,584 ordinary shares at an exercise price of Baht 1 each, a total of Baht 11.8 million. 

In March 2006, warrantholders exercised 37,457,908 warrants to purchase 40,297,200 ordinary shares at and exercise price of Baht 1 each, a total of Baht 40.3 million. The Company registered the increase in its paid up share capital with the Ministry of Commerce as discussed in Note 15.
As of 31 March 2006, there were a total of 21,434,371 outstanding, unexercised SPALI-W2 warrants  (31 December 2005 : 58,892,279 outstanding, unexercised warrants).

SPALI-W3

On 1 December 2004, an extraordinary general meeting of the Company’s shareholders approved the issue and the offer no more than 433,087,447 warrants (SPALI-W3 warrants) to the existing shareholders listed in the Company’s share register as at 30 August 2005, in a ratio of 1 warrant for each 3 existing ordinary shares, 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 1.5 per share.

The Stock Exchange of Thailand (SET) approved the issue of 409,775,502 of these SPALI-W3 warrants (with the cancellation of the 23,311,945 unissued SPALI-W3 warrants) to be traded on the SET, commencing from 21 September 2005. The first exercise date was 30 December 2005.

In December 2005, warrantholders exercised 3,726,096 warrants to purchase 3,726,096 ordinary shares at an exercise price of Baht 1.5 each, a total of Baht 5.6 million. 
In March 2006, warrantholders exercised 260,604,956 warrants to purchase 260,604,956 ordinary shares at an exercise price of Baht 1.5 each, a total of Baht 390.9 million. The Company registered the increase in its paid up share capital with the Ministry of Commerce as discussed in Note 15.

As of 31 March 2006, there were a total of 145,444,450 outstanding, unexercised SPALI-W3 warrants  (31 December 2005 : 406,049,406 outstanding, unexercised warrants).
ESOP WARRANTS

On 1 December 2004, an extraordinary general meeting of the Company’s shareholders approved the issue and the offer no more than 10,000,000 warrants to employees, executives, directors, and advisors to the Board of Directors (ESOP warrants), 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 2.28 per share. The Securities and Exchange Commission approved the issue of 9,800,000 of these ESOP warrants (with the cancellation of the 200,000 unissued ESOP warrants) on 11 August 2005. The exercise period and exercise ratio for the warrants are in accordance with the specified conditions, with the first exercise date being 30 December 2005.
In December 2005, warrantholders exercised 1,220,914 warrants to purchase 1,220,914 ordinary shares at an exercise price of Baht 2.28 each, a total of Baht 2.8 million. 
In March 2006, warrantholders exercised 363,546 warrants to purchase 363,546 ordinary shares at an exercise price of Baht 2.28 each, a total of Baht 0.8 million. The Company registered the increase in its paid up share capital with the Ministry of Commerce as discussed in Note 15.
As of 31 March 2006, there were a total of 8,215,540 outstanding, unexercised ESOP warrants         (31 December 2005 : 8,579,086 outstanding, unexercised warrants).
20.
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 recognised in the earnings statement for accounting purposes.
21.
RECONCILIATION OF DILUTED EARNINGS PER SHARE

	
	For the three-month periods ended 31 March

	
	
	Weighted average
	

	
	Net earnings
	number of ordinary shares
	Earnings per share

	
	2006
	2005
	2006
	2005
	2006
	2005

	
	Thousand Baht
	Thousand Baht
	Thousand Shares
	Thousand Shares
	Baht
	Baht

	Basic earnings per share
	
	
	
	
	
	

	  Net earnings
	353,020
	79,074
	1,251,127
	1,216,312
	
	

	  Less : Company’s shares held by subsidiary
	-
	-
	(31,770)
	(32,350)
	
	

	  Basic earnings per share held by 
	
	
	
	
	
	

	    third party shareholders
	353,020
	79,074
	1,219,357
	1,183,962
	0.29
	0.07

	Effect of dilutive potential ordinary shares
	
	
	
	
	
	

	  21,434,371 SPALI-W2 warrants 
	
	
	
	
	
	

	    (31 March 2005 : 70,187,579 warrants)
	-
	-
	37,028
	56,102
	-
	-

	  145,444,450 SPALI-W3 warrants 
	-
	-
	197,439
	-
	-
	-

	 8,215,540 ESOP warrants
	-
	-
	1,946
	-
	-
	-

	Diluted earnings per share
	
	
	
	
	
	

	  Net earnings of ordinary shareholders
	
	
	
	
	
	

	    assuming conversion of dilutive
	
	
	
	
	
	

	    potential ordinary shares
	353,020
	79,074
	1,455,770
	1,240,064
	0.24
	0.06


22.
SUBSEQUENT EVENT


On 28 April 2006, the Annual General Meeting of the Company’s shareholders approved the payment of dividend of Baht 0.25 per share to the Company’s shareholders, a total of Baht 386.9 million. Such dividends will be paid and recorded in the second quarter.
23.
BANK GUARANTEES


As at 31 March 2006 and 31 December 2005, there were outstanding bank guarantees amounting to Baht 221 million and Baht 204.5 million (the Company only : Baht 201.8 million and Baht 185.2 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 21.4 million and Baht 21.1 million        (the Company only : Baht 21.4 million and Baht 21.1 million), respectively, to provide guarantees to trade creditors.
24.
RELATED PARTY GUARANTEES


As at 31 March 2006, there are related party guarantees as follows :-

24.1
The Company has provided guarantees to a bank against certain obligations of a subsidiary of Baht 161.5 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.
24.2
Certain obligations of the Company and its subsidiary are guaranteed by directors of the Company and the subsidiary. These guarantees are effective so long as the underlying obligations have not been discharged by the Company and the subsidiary. The amount of those guarantees are summarised below :-
	
	
	(Unit : Million Baht)

	
	Consolidated
	The Company Only

	 Guarantees by directors
	289
	169



No guarantee fee has been charged by those directors except for the guarantee of a Baht 120 million credit facility of a subsidiary from a bank, for which a guarantee fee was charged at a rate of 1 percent of credit facility.
25.
COMMITMENTS AND CONTINGENT LIABILITIES


As at 31 March 2006, the Company and its subsidiaries had the following outstanding commitments and contingent liabilities: -

25.1
The Company and its subsidiaries had outstanding commitments of approximately Baht 1,700.5 million (the Company only : Baht 1,645 million) in respect of project construction under contracts which the Company and its subsidiaries had already entered into with contractors. 

25.2
The Company and the subsidiary had outstanding capital commitments of approximately Baht 176.6 million in respect of the purchase of land (the Company only : Baht 136.5 million).
25.3
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. 
26.
LITIGATION

As at 31 March 2006, the Company has been sued for a total of approximately Baht 86.3 million in various cases, in respect of breach of contract, cancellation of contract, refund claims and damage claims.  The Court of First Instance has ordered the Company to pay compensation of approximately Baht 5 million plus interests in one case, which is currently being heard by the Court of Appeals, while the other cases are 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.

27.
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 hotel business and management. The financial information by business segment in the consolidated earnings statements for the three-month periods ended 31 March 2006 and 2005 is as follows :-

	
	
	
	
	(Unit : Thousand Baht)

	
	Real estate business
	Hotel business and management
	Eliminated
	Total

	
	2006
	2005
	2006
	2005
	2006
	2005
	2006
	2005

	Revenues from sales and services
	1,280,409
	451,922
	11,970
	10,346
	(600)
	(600)
	1,291,779
	461,668

	Costs of sales and services
	(728,112)
	   (240,380)
	    (7,927)
	(6,695)
	600
	600
	(735,439)
	(246,475)

	Gross profit
	552,297
	211,542
	4,043
	3,651
	-
	-
	556,340
	215,193

	Operating profit 
	
	
	
	
	
	
	566,152
	226,156

	Central expenses
	
	
	
	
	
	
	(146,910)
	(84,789)

	Earnings before interest expenses and income tax 
	
	
	
	
	
	419,242
	141,367

	Interest expenses
	
	
	
	
	
	
	(4,757)
	(6,506)

	Corporate income tax
	
	
	
	
	
	
	(53,865)
	(48,789)

	Earnings before minority interest
	
	
	
	
	
	
	360,620
	86,072

	Minority interest
	
	
	
	
	
	
	(7,600)
	(6,998)

	Net earnings
	
	
	
	
	
	
	353,020
	79,074


The financial information by business segment in the consolidated balance sheets as at 31 March 2006 and 31 December 2005 is as follow :-

	
	
	
	
	(Unit : Thousand Baht)

	
	Real estate business
	Hotel business and management
	Eliminated
	Total

	
	31 March 2006
	31 December 2005
	31 March 2006
	31 December 2005
	31 March 2006
	31 December 2005
	31 March 2006
	31 December 2005

	Property, plant and equipment for rent, net
	50,936
	41,396
	-
	-
	-
	-
	50,936
	41,396

	Projects under construction
	1,009,010
	952,378
	-
	-
	7,673
	7,673
	1,016,683
	960,051

	Property, plant and equipment, net
	329,402
	325,584
	21,064
	20,626
	(6,279)
	(6,298)
	344,187
	339,912

	Other assets
	7,385,402
	6,513,713
	22,267
	23,763
	(401,103)
	(422,062)
	7,006,566
	6,115,414

	Total assets
	8,774,750
	7,833,071
	43,331
	44,389
	(399,709)
	(420,687)
	8,418,372
	7,456,773


28.
APPROVAL OF FINANCIAL STATEMENTS

These interim financial statements were authorized for issue by the Board of Directors on 9 May 2006. 
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